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1. Introduction

The debate on privatization has been going on for more than a
decade. It started at the beginning of the eighties with the pri-
vatization plans of the Conservative governments in Britain and
re-privatizations of the centre-right government in France. Tt then
turned into a more general analysis of the role of the state in the
economy in many developed and less developed countries.

In a wider interpretation, which concerns the definition of
property rights and the transition from an economy dominated by
collective ownership to one where private property prevails, it is also
one of the main issues of the transition to a market economy now
under way in the countries of Central and Eastern Europe (CEECs)
and in the former Soviet republics.

In all these couniries, which are the focus of this paper, the
process of privatization has not only been perceived as an essential
component of the creation of the market system, but, according to a
prevailing view, the simple elimination of central planning and the
introduction of private ownership would have automatically and
rapidly generated the market system itself and led to rapid growth of
income and wealth in CEECs.*

o European Institute of Public Administration, Maastricht (The Netherlands).

* ] am grateful to Alberto Chilosi, Entica Colombatto and Milica Uvalic, as well as
an anonymous referee, for comments on a preliminary version of this paper. Remaining
errols are my Own.

1 For a thorough discussion of this aspect of the debate on transition, see Kregel e
al. 1992,
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. The transfer of ownesship rights from the state to individual
citizens in post-communist societies has received strong political
priority and the unconditional support of the new leadership. The
introduction of privatization has been an enormous break with the
past and an essential component of the ‘regime change’. However,
the advantages of a rapid and thorough ownership transfer have been
overestimated, Privatization has been seen as having ouly positive
effects, a sort of panacea capable of immediately solving all the
problems created by the transition to a market economy. In a view
shared by many Fast European policy-makers and by their Western
advisors, the transfer of property rights should have taken place,
mostly by transferring economic activities to the private sector, within
a few months after the beginning of the adjustment process; all viable
enterprises should have been privatized as quickly as possible, and all
non-viable enterprises closed.

Very rapid privatization was deemed necessary in order to
prevent exproptiation of the existing assets by the nomenklatura and
managers, to break the political control over the enterprises and to
obtain consensus for the reforms, With the benefit of hindsight, all
this emphasis on speed cannot be entirely justified. The market
mechanism that is supposed to be established in the transition is by
definition a system of evolutionary, marginal changes, and cannot
handle global transformations (Frydman and Rapaczynski 1994). Tt
should be more correctly seen as a social institution, a complex
network of signalling devices, regulations, interpersonal relations and
expectations, which, in Western countries, has developed over cen-
turies of capitalism and cannot be replicated overnight. Even as-
suming that in the distorted world of centrally planned economies on
the eve of the transition, it would have been possible to draw a
distinction between unviable enterprises and enterprises in temporaty
di]?ficulty, many of the bencfits that are generally associated with
privatization in transitional economies (increase in efficiency, consoli-
dation of democracy, raising revenue for the state budget, etc.) do not
seem to derive any particular advantage from the rapid implemen-
tation of privatization plans. Quite the contrary, the lack of some key
institutions has constrained the process dramatically, In reality,
privatization (particularly of large state-owned enterprises) has pro-
ceeded much more slowly than envisaged and, in some countries,
private activity has grown more as a result of the birth of new firms
rather than of the privatization of existing state assets.
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The experience of developed matket economies (and to a lesser
extent of some developing countries) has often been recalled as a
useful model for economies in transition. There are indeed lessons to
be learned; however, there are also enormous differences that should
be kept in mind. First, thete is a difference in aims. Western priva-
tizations have mostly been devoted to reducing the presence of the
public sector, as producet, in the economy. The main objective of
privatization for post-communist economies has been the creation of a
market environment, moving away from the previous hyper-
centralized command system. It follows that the scale of the exercise
is completely different. As indicated by Fisher {1991, p. 4), the largest
privatization programme in a market environment, post-Allende
Chile, concerned firms producing about 25% of GNP. The share of
the public sector in value added in Western European countries on
the eve of the privatization programmes ranged from 16.5% (France)
to 10.7% (the UK and FRG), Vice versa, the share of the state sector
in value added in the mid-1980s varied in socialist countries from
65.2% in China to over 96% in the USSR, Czechoslovakia and the
GDR. Moreover, while, in ptinciple, privatization in Western
countries does not require an ad hoc legal framework, economies in
transition face the necessity to adopt an extensive body of legislation
and to create a number of institutions which simply were not
necessary in a command system. Western market economies are
characterized by the existence of matkets for corporate control,
financial matkets and stock exchanges. Those institutions, which have
evolved over decades, take a variety of forms in different countries
and perform a large number of functions, especially with respect to
the transfer of ownership and control of the performance of managers
and firms.? Tt is by now painfully clear that shortcuts do not work.
Even in Central and Eastern Europe the need exists to create an
appropriate structure of corporate otganization, a complex set of rules
and institutions (including corporate law and appropriate banking
and financial systems) which all combine to define the nature of a
market economy. This process will probably take a long time; a
petiod certainly longer than was envisaged at the outset of the tran-
sition.

2 One could considet, for instance, the functions performed by the stock market:
tisk sharing, guiding investment, measurement of the value of assets, increase in the value
of assets (Tirole 1992, pp. 227-228).



402 BNL Quartetly Review

The above considerations should not be interpreted as implying
that before starting their privatization drive, Central and East
Futopean countries should have waited for the completion of a
proper institutional framework. However, strategies could have been
tailored more to reflect the institutional settings of the countries
involved. In particular, the debate seems to have centred mostly on
the speed of the privatization process, leaving aside other important
aspects, such as to what extent should the state divestiture have been
pushed or how to deal with the state sector during the transition, ot
how to ensute its coexistence alongside the private sector during the
transition.

The remaining patt of the paper will discuss some of these issues
further and will review the privatization experiences of Central and
Eastern Furopean countries to date. The theoretical rationale for
privatization in economies in transition is identified in the next
section, starting with a discussion of the concepts of property rights
and privatization. Various privatization methods are then reviewed in
Section 3 and their application to Central and Eastern Furopean
countries addressed in Section 4. Targets, constraints and implications
are identified for the strategies followed by various post-Communist
countries in Section 3, where a preliminary assessment is attempted.
The paper ends with some concluding remarks,

2. Theoretical underpinning of privatization

2.1. Property rights and privatizalion

Property rights theory (see Furubotn and Pejovich 1974) con-
tends that the market, as a coordinating device of decentralized
decisions, must be based on an extensive system of property rights. In
an economy where collective ownership prevails, the state cannot
control in a proper way managerial behaviour. This is prevented by
distance (in an informational sense), lack of coordination and incen-
tives. In a soclety with diffused technology, for the decentralized
coordination of productive specialization to work according to com-
parative advantages, people must have secure, alienable property
rights to negotiate at low cost reliable contractual transactions as
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regards productive resources and products tradable at mutually
agreeable prices.’

At the beginning of the transition in all formerly planned
economies not only were property rights ill-defined, but also a
normative and institutional framework was lacking, which in a market
economy is capable of securing alienable property rights.* The dif-
ferent nature and extension of the pre-transition reform of the state
enterprise sector left the CEECs with different forms of state entet-
prises and managerial control, Although the state was nominally the
owner of the enterprise, in reality managers and workers were able de
jure in some countties, de facto in others, to claim effective ownership
rights.” -
With respect to the experience of post-communist economies,
the usual definition of the term “privatization”, i.e. the transfer of
economic activity to the private sector (Jenkinson 1992), is too
restrictive.® According to Frydman and Rapaczynski (1994, p. 200), in
Central and Eastern Europe, “privatization to a large extent is not so
much a process by which assets in the state sector become revitalised,
but rather a more or less managed process of decline and retirement
of an ex-ante unknown, but largely substantial portion of these
assets”.

? According to a standard definition, the right of ownership in an asset consists of
three elements: {a) the right to use the asset (ssaus), (b) the tight to appropriate returns
from the asset {wsus fractus), (¢) the right to change the asset’s form and/or substance
{abuses) (Furubotn and Pejovich 1974, p. 4). Its force is measured by probability and costs
of enforcement which depend on the government, informal social actions and prevailing
ethical and moral norms {Alchian 1987, p, 1031). The rights to use (and to dispose of)
goods, services or things with regard to production and exchange are designated as
control rights, Such control tights may atise either as a result of ownership, or they may
be delegated to the holder by others, or they may adhere to an office that the holder oc-
cupies.

1 However, even in a soclalist society where supposedly ptivate property of the
means of production does not exist ot is very limited, individuals in particular positions
may exert a power similar to those of capitalist owners (womenklatura), The recent
experience of Central and Eastern Europe suggests in this respect a sort of continuum in
the two systems, The so-called “wild-privatization’ phenomenon that has charactesized
the first phase of the privatization dtive in all former communist countries, has not been
reversed in the course of the process and the best assets of some entetprises have been
approptiated by a very limited number of managers and workers of the same enietprise.

5 For an analysis of the pre-transition entetptise system and of the extent to which
this has constrained the choice of methods, attitudes and results of privaiization, see
Frydman et ol 1993,

¢ As other definitions commonly accepted and based on transfer of contrel {Hem-
tming and Mansoor 1988), or the transfer of the right to receive the enterprise profit
(Yatrow 1986).
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But why (and to what extent) should the state ‘wither away’ in
post-Communist countries? For a market economy, the theotretical
roots of privatization are often identified in the relationship between
ownership and performance of an enterptise. The econotic literature
has repeatedly attempted to verify if and to what extent different
forms of ownership can exert an influence on performance and
behaviour of the firm. Conclusions are not unique. Some authors (see,
for instance, Furubotn and Pejovich 1974, pp. 6-8) claim that a
change in ownership may lead to a different incentives structure for
economic agents and induce a change in the behaviour of managers
and enterprise performance, It is generally maintained that public
entetprises have a lower efficiency because enterprise objectives de-
viate from maximization of profits and because monitoring arrange-
ments are inadequate due to the absence of capital masket discipline.
However, this argument has not gone unchallenged. In fact, part of
the economic literature considers that a correct definition of property
rights is a necessary, but not sufficient condition for increasing social
welfare, For instance, Estrin (1994, p. 14) reminds us that the
so-called first fundamental theorem of welfare” is indifferent to own-
ership rights: any given distribution of endowments or ownership
rights can be supported by a competitive equilibtium.®

The economic literature on transition (see, for instance, Grosfeld
1990b, Dhanji and Milanovic 1991, Tirole 1992) identifies the po-
sitive impact of the transfer of ownership rights on the performance
of economic agents as one of the main reasons to proceed to large-
scale privatizations. In this case too privatization is meant to induce
advantages in terms of static (productive and allocative) and dynamic
efficiency (Grosfeld 1990b). Productive efficiency will improve since
private principals have stronger incentives to deal effectively with
motal hazard than public principals, although none of them can

7 The competitive equilibrium attained by the free market generates economic
efficiency in the Paretian sense.

§ Public ownership indeed males the owner-manager relationship more complicated
because the chain of principals and agents is expanded, objectives are politically deter-
mined and conveyed by an administrative structure to management (see Estrin and
Perotin 1991). But the relative efficiency of public against private ownership seems to
depend more on other factors; the efficiency of capital market monitoring, the political
and constitutional system, the information and sanctions available to policy-makers and
the natute of the market for managerial skilis. Estrin (1994) also recalls that theoretical
models of decentralized planning or workers’ self-management insulated equilibsia
identical to those attained under competitive capitalism.
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avoid the problem of asymmetric information. Increases in allocative
efficiency go back to the old von Mises’ argument that in order to
have resources allocated efficiently, we need prices representing ef-
ficient valuation of relative rates of return, which can be determined
only on capital markets. However, at least in theory, this kind of
increase could also be obtained if the state owns the means of pro-
duction.’

Furtherimore, the increase in dynamic efficiency seems more due
to the existence of particular institutions than to a specific form of
property. Certainly a ptivate market economy offers a continuous
evaluation of the firm’s assets by the capital market and favours the
selection of organizations which have the best combination of trial-
generation and error-elimination capacities (Grosfeld 1990b), thus
stimulating the introduction of technological progress and new pro-
ductive processes. However, if it is true that the anti-innovation bias
is a feature of the Soviet-type economy, in theoty the functioning of
capitalist-like institutions could also be simulated in a different insti-
tutional context.

The extensive work on privatization in Western Europe (above
all, Vickers and Yarrow 1988, on Great Britain) indicates that pri-
vatization must be accompanied by adequate measures to reduce and
contain market power.' The increase in efficiency deriving from the
change of the incentives depends crucially on the level of competition
and the degree of regulation of the environment in which the
enterprise operates. The degree of competition and the efficiency of
the regulatory system seem to have a greater impact on enterprise
performance than ownesship in itself.

In the case of transitional economies, this aspect has been
ovetlooked, especially by those economists in prominent positions for
influencing policy-makers. For instance, Jeffrey Sachs, famous
economic counsellor of many Fastern European governments, rec-
ommends maximum priority being given to privatization, regardless
of the state of infrastructures, market conditions, lack of institutions
capable of effectively managing the privatization process itself (Lipton

? Nuti (1989) elaborates a model in which the public enterprises, transformed into
joint-stock companies, are permitted to detain reciprocally shares, while profit-maxi-
mizing specialized state institutions (holdings, banks, etc.) supervise management per-
formance with results similar to those obtained in the capital market.

10 Competition can be increased by removing batriers to entry, restructuring the
dominant enterprise, discouraging strategic behaviour of the enterprise towards the
regulatory authority. Vickers and Yarrow 1988, pp. 426-427.
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and Sachs 1990, Sachs 1992), Important market failures characterized
post-communist economies at the beginning of the transition (andtoa
large extent still do). The structure inherited from the past regime
presented features of great concentration, with very few enterprises of
enormous dimensions in the main productive sectors. Under those
circumstances, as argued by Bos (1993, pp. 103-104), if the privatized
firm is a monopoly, ptivatization would not induce all the positive
results recalled above. Privatization will indeed change the nature of
the principal-agent relationship and the objectives {from party-
political planning to profit maximization). However, it may lead to
allocative inefficient high prices which have to be traded off against
the productivity increases resulting from privatization (Bos 1993, p.
104).11 This would suggest that some degree of restructuring should
take place before privatization.

The issue of restructuring before or after privatization has been
part of the debate on transition. The need to proceed to some degree
of restructuring of state-owned enterprises befote privatizing them
has been justified mostly with the necessity to modify the industrial
structute inherited by the Communist regime, as centrally planned
economies were characterized by enterprises of very large dimensions,
with a strong bias in favour of heavy industry, a very small service
sector and an abnormally large proportion of output geared to the
CMEA market. However, it is generally recognized that a thorough
restructuring of the state sector would entail enormous costs for the
state budget and would delay further the privatization process. Fur-
thermorte, as suggested by Estrin {1994), in an environment of tight
state credit, privatization holds out the pressure for access to rela-
tively cheap new funds and private owners are probably more willing
and able to withstand pressure for wage increases.

2.2. Ouwnership and control

Very often in developed market economies, management func-
tions are detached from property, or in any case by the right to re-

1 Tf the privatized firm operates in a competitive environment, profit maximization
corresponds to welfare maximization, hence a change from party objectives to profit
maximization is a move for the better. Bés 1993, p. 104.
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ceive residual income from the activity of the enterprise.!? The issue
of the separation between ownership and control is of the utmost
impottance also for economies in transition, where there is a clear
need to establish arrangements giving owners and creditors some
control over enterprises. The absence of effective governance might
have serious consequences, since the managers could work in the
interests of major stakeholders (the labour force or the management
itself) and avoid any kind of restructuring.

The outcome of the privatization process in the CEECs indicates
that in addition to the need to make the regime change irreversible by
transferring all (ot a very large part of) state assets into private hands,
there is the specific necessity (and willingness) to benefit insiders from
the process of privatization.’ Only a limited constituency of people,
the argument goes, will benefit from the transition process. There is
therefore the need to motivate groups (workers and/or managers of
state-owned enterprises) in support of the process of transformation
through privatization. In the absence of this particular incentive, once
privatization is proclaimed a main political objective, the public
sector loses a long-term perspective and residual legitimation. Man-
agers have an incentive to play end games, that is, enrich themselves
at the expenses of the enterprise assets before a new private owner
takes control.!*

The discipline of capital market is often indicated as a way to
devise arrangements empoweting and motivating outsiders to engage
in enterprise control. Two main altetnatives are often mentioned:
takeovers or other aggressive corporate control mechanisms, and the
creation of a group of core investors. The first is very unlikely to work
in an environment characterized by an underdeveloped capital
market. The second is probably more viable, but not immediately
applicable for CEECs, where stock markets are thin, highly illiquid
and volatile and cannot yet play a role as a mechanism for corporate
control and allocation of financial resources.!”

2 The relationship between managet and ownet is commeonly represented in terms
of an agency problem,

13 The impottance of this factot s increasingly recognized in the literature; see for
instance, Estrin 1994, Frydman and Rapaczynski 1994. A stimulating paper by Bogetic

" {1993) shows how minority employee ownership combined with a free market for shares

could be advantageous in the process of privatization by loweting political resistance to
privatization.

4 On this point see also Chifosi 1993a,

15 Moteaver, markets are prone to speculative bubbles and collapses, and, as the
recent experiences of MMM in Russia and Caritas in Romania suggest, vulnerable to

fraud.
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It is common belief that in economies in transition a supes-
visory role could usefully be performed by financial institutions. Two
alternative models have been considered: a market-based banking
model and a universal banking system. A recent study by Steinherr
(1992) suggests some complementaritics among the two models, more
than their mutually exclusive character. The hypothesis is based on
the observation that the relative importance of different segments of
the financial system changes with the level of development. At an
eatly stage of industrialization, the financial system is mainly bank-
oriented: per capita income is low, savings are collected and allocated
by banks, while enterprises tend to retain and reinvest their savings.
As income increases, capital markets begin to play a larger role and
other savings-collecting institutions start to appear. At a more ad-
vanced stage, when the telative share of manufacturing on total
output declines and the share of the service sector increases, there is
room for a greater role for the capital market. Investors are more
willing to invest in financial assets with a higher risk and smaller
degree of liquidity.

At the early stage in their transformation, most CEECs seem to
have moved towards the universal banking model. The satisfactory
performance of a model based on debt-monitoring, however, means
that it would need to solve several problems which are currently
affecting economies in transition. In the first place, the capability of
creditors to influence enterprise behaviour depends in all economic
systems on legal provisions for bankruptcy. So far in economies in
transition bankruptcy legislation has been applied to different extents
in different countries: in a more rigorous way in the Czech Republic
or in Hungary, in a rather loose way in the Russian Federation.
Moreover, under the present conditions, there are doubts that banks
are at all equipped to play this kind of role. The banking system in
Central and Eastern Furope is still largely dominated by under-
capitalized, state-owned banks, loaded with bad debts and inter-
enterprise arrears, In order to initiate and supervise a programme of
restructuring of state-owned enterptises, bad debts should be elim-
inated and existing banks should be recapitalized. Several proposals

have been advanced for cleaning the bad debt off the banks’ balance

sheets. The so-called centralized strategy relies essentially on the
transfer of the bad debt to a central body, which generally is a
government-sponsored institution created specifically for this purpose.
The institution has the responsibility for debt-restructuring and the
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eventual liquidation of the state-owned enterprise. A simultaneous
recapitalization of the bank is envisaged to make up for the loss of
assets. In the so-called decentralized approach, the banks themselves
manage the debt-restructuring, by separating the bad loans from the
other loans. This can be done by establishing a separate department
with a special management team within the bank, or by creating a
spin-off subsidiary to which the bad debts could be transferred. To
my knowledge, Poland is the only post-Communist country that has
so far relied more on the decentralized approach.!®

2.3, Privatization and the state budget

In a market economy, privatization of loss-making or heavily
subsidized state-owned enterprises is commonly perceived as having a
positive impact on fiscal stance. The case is often mentioned that
termination of subsidies or the disposal of loss-making activities
managed directly by the state will induce savings in the state budget.

However, it can be shown that under a specific set of realistic
assumptions, this intuitive statement is wrong. Assuming that the state
receives for the enterprise a sum that is equal to the present value
of the foregone net income, it can be demonstrated (see Mansoor
1988) that fiscal stance is in most cases permanently unaffected by
privatization. Indeed, unless enterprise performance increases as a
result of privatization, i.e., if the firm is run more efficiently in the
private sector, privatization may worsen the medium-term budgetary
outcome.

The economic literature maintains that changes in the conven-
tional deficit are not an appropriate indicator of the net effect of
privatization (see for instance Buckland and Davis 1984; Mayer and
Meadowcroft 1986; Mansoor 1988). The sale of public assets reduces,
at least in the short term, the public sector borrowing requirement,
but changes in the overall deficit do not take into account the effects
of sales on the net worth of the government. At the same time,
privatization has an impact on the intertemporal distribution of the
public deficit, easing the ligquidity constraint in the short term, thus
providing a margin for cutting taxes or increasing expenditure. This
policy, however, might need to be reversed in future years.

16 An extensive review of the problems linked to the transformation of the banking
system can be found in Blommestein and Lange 1993.
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At macroeconomic level, a further negative feature can be ident-
ified. While privatization revenue accrues almost immediately to the
budget, foregone income needs to be discounted. The political
preference being given to privatization may lead to excessive discount
rates being applied to future net income streams, thus underesti-
mating its contribution in the long run, Privatization could, on the
contraty, reinforce the government credibility, if it is interpreted as a
component of a restrictive fiscal policy. In this respect, it could also
induce positive effects on public debt, particularly by contributing to
reduce inflationary expectations (see Chiri 1989, p. 114).

Most of the issues raised above are of a general nature and apply
also to economies in transition. In addition, a few more specific
factors need to be taken into account in the case of post-Communist
economies. Consensus seemms to have emetged in the recent debate on
the fact that receipts from privatization are not an appropriate source
of budget-financing for cconomies in transition. As indicated by
Bolton and Roland (1992, p. 288) the main obstacle towards the
implementation of a policy based on sales of state assets is what the
authorts call the “stock-flow constraint”: in a closed economy, without
pre-existing private wealth ot capital markets, the most the gov-
ernment can get from selling a stock of assets is a flow of savings.'” In
addition, the intet-temporal consequences of privatization on public
finances are affected by the institutional changes taking place during
the transition. In particular, the taxation system is undergoing a deep
transformation in all post-Communist countries. The outcome of
privatization on the state budget will depend strongly inter alia on the
capacity to levy and the efficiency of the new system of taxation, that
in turn would require some degree of current and perspective
macroeconomic stability, A further specific obstacle for economies in
transition is the difficulty to proceed to a cotrect evaluation of assets
and consequently to devise ‘correct’ prices at which assets should be
offered, given the existence of an environment characterized by the
lack of proper accountancy criteria and by a distorted structure of
relative prices.

17 Bolton and Roland (1992) propose to alleviate the stock-flow constraint by
allowing the government to sell state assets in exchange for claims on future cash-flows
generated by the assets, This point is discussed further in Section 3.

Privatization in the Transition to a Market Economy 411
2.4, Alternatives to privatization

Before turning to an overview of the privatization process in
Central and Eastern Europe, let me point out very briefly two
alternatives to privatization of existing state assets which emerged at
an eatly stage of the debate, but, however, did not receive much
attention from policy-makers in Central and East European countries.

The recognition that the state sector presents some built-in
tendencies against restructuring has led some authors (among others,
Kornai 1991) to put more emphasis on the expansion of the new
private sector. The main problem which the proposal is trying to
address concerns the way in which the state sector can be controlled
and run until its demise. According to this view, which is sometimes
termed ‘evolutionist’, the state sector should have been allowed to die
a natural death and no front-loaded privatization should have been
attempted, The main rationale is to avoid the huge social costs that a
thorough and rapid dismissal of the state sector would have caused in
many post-Communist economies. In this approach, the private sector
is emerging almost exclusively out of the spontaneous development of
private activities. As its growth progresses, it should be able to absorb
labour force previously employed by the state sector, attracting, in a
sort of ‘natural selection’, its most skilled and entrepreneurial com-
ponents first. The main problem the proposal is facing is the
envisaged coexistence of a large (and powerful) public sector with a
small private one for an indefinite, but probably fairly long period of
time. The state, by imposing restrictive policy measures over state-
owned entetprises, should guarantee to the developing private sector
a fair treatment and at least equal access to resources as the public
sector. And it is the excessive reliance on a strict regulatory power of
the state during the transition that has been seen as the main shoit-
coming of this approach,™

In another proposal, Chilosi (1993a and 1993b) describes pros
and cons of alternatives schemes based on privatization of man-
agement and control without a corresponding privatization of own-
ership. The main scheme (Chilosi 1993b, pp. 13-14) delineates a
non-discretionary privatization process based on deptiving state-held
shares of voting rights. State enterprises are first transformed into

18 The ‘evolutionists” view’ is ctiticized, among othets, by Frydman and Rapaczynski
1994, pp. 200-204,
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joint-stock companies, while a constitutional law deprives the shares
which remain in state hands of voting rights. Then a certain pet-
centage of the capital of the firm is sold through auctions to the
highest bidder, The remaining state quotas are subsequently auc-
tioned until the state share is reduced to the required proportion.
Tncentives for an efficient management of the enterprises can be
devised, for instance, by means of option rights to existing private
shareholders linked to the profitability of the company, ot en-
titlement to appropriate residual income. In the intention of its
proponents, the application of a similar scheme would have conju-
gated an instantaneous ptivatization of management with a more
oradual privatization of ownership. Arguably, conferring the entire
decision-making power to the minotity of shares (those in private
hands) could encourage risky ventures. However, a delayed move
towards a massive privatization could have implied a reduction in the
costs deriving from the complete neglect of the state sector, while
advantages could have been derived for the state budget through a
more gradual offer of assets on the market.

3. Methods of privatization

Different privatization methods have been used both in de-
veloped and developing countries. Some of them are summatized in
Table 1, where an attempt is made to identify options and possible
distinctive features of each scheme.

The two most common procedures followed for sale privati-
zation are: offer for sale or tender offer. Either shates or assets can be
offered on sale. An offer for sale takes place at a fixed price and
requites an accurate estimate of the value of the enterprise. As
indicated in Table 1 a number of options are possible as regards
participation (allowing foreigners to participate ot not), and restric-
tions on size of individuals or foreign shareholding. A preliminary
decision has to be taken with regard to restructuring of the enterprise,
both in terms of operational restructuring and market power, Public
offerings present advantages in terms of substantial revenues for the
budget, non-discretionality and widespread shareholding. Their use,
however, is limited by a strong dependence on primary markets, avail-

TasLe 1

PRIVATTZATION METHODS AND THEIR USE IN ECONOMIES IN TRANSITION
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ability of capital and investors.'” Private sales introduce discre-
tionality and lack of transparency into the process, but are generally
considered a feasible alternative in underdeveloped equity markets.

Tn a tender offer, bids are normally invited at ot above a stated
minimum price, This method has the advantage of not requiring a
precise estimate of the value of the firm, although it is often a
complex procedure which might discourage the participation of small
investors.

Some authors regard auctions as an optimal solution to the
problems posed by privatization. Bolton and Roland {1992) suggest
that participation in auctions should also be allowed for individuals
with limited wealth but potential managerial capacity. By way of
non-cash bids, individuals could be allowed to borrow against future
eatnings creating a wider participation and potentially contributing to
increase the productive efficiency of the entire process.®® The scheme
also has the advantage of eliminating the stock-flow constraint de-
scribed above, whereby the state, by selling the stock of assets, can
only receive a flow of savings.

Management/employee buy-outs have been used extensively
both in developed and developing countries. The methods, which
present at least four variants (see Table 1), generally envisaged the
creation of a holding company through an equity issue subscribed by
managers and employees. The holding acquires the state-owned
enterprise being privatized. Management/employee buy-outs rep-
resent a main alternative to liquidation, offer advantages in terms of
productivity incentives, but are most often seen as ways of minimizing
lay-offs and restructuring. In order to be successful, the process
requites a competent and skilled management and a stable work
force.

A unique form of management buy-out that has been observed
in Central and Eastetn Europe is spontaneous privatization. An active
role by state organizations can be envisaged (as in Hungary), ot the
process can be initiated and carried out by enterprises themselves.
The common way in which spontancous ptivatization takes place is

19 A further disadvantage may be represented by possible crowding-out effects. This
will depend, however, on the use of sale proceeds.

20 This solution, however, presents problems of motal hazard, There is an incentive
to bid with borrowed funds which, in the event of a successful bid, are rewurned.
Otherwise the bidder can disappear without personal costs of any kind.
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by way of founding new companies (by turning part of the property
into joint stock of limited liability companies) making use of state
assets. Alternatively the creation of new firms can be encouraged. The
first phase of the transition in Central and FEastern Europe has
witnessed widespread phenomena of uncontrolled and ‘spontaneous’
privatization (see Johnson and Kroll 1991). Spontaneous privatization
was made possible by the existing legal framework governing state-
owned entetprises, under which part of propesrty rights was in the
hands of the enterprises themselves. Managers (and to a lesser extent
workers) have been able to use the legislative vacuum for stripping
the enterprise’s assets. According to Johnson and Kroll, however, the
acquisition of property rights de facto by the managers did not
correspond, at least in this first phase, to an appropriation de jure.
They maintain that only residual property rights were acquired, those
that in the past granted direct and arbitrary interventions of the state
or the ruling party in the day-to-day running of the enterprises.
Transfers of this kind have for the most part survived the following
institutional changes,

Instead of being sold, state assets can be leased, i.e. the right can
be granted to use a specified good for a fixed period of time with the
obligation to pay a fee to the ownet. This method does not involve
divesture of state assets or transfer of ownership and can also be
thought of as a temporaty measure before privatization.

Finally, with respect to the recent experience of economies in
transition, alternative privatization proposals based on distribution
schemes have been devised, often refeired to as give-away, or
vouchers or mass privatization schemes. These schemes can be
usefully regrouped into three main categories:

4) those envisaging the distribution of assets directly to the
population at large;

&) those foreseeing the creation of financial intermediaries
(investment, mutual or privatization funds) and the distribution of
theit shares to the population;

¢) those conceiving the establishment of holdings to manage a
group of state-owned enterprises.

Mass privatization is based on the free distribution (or at a
nominal fee) of vouchers or certificates which each citizen receives
and which give entitlement to some equity share. lt is normally a
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fraction of state capital which is disttibuted. Some enterprises remain
under state control and are privatized according to one or more of the
standard methods discussed above.

These kinds of schemes present a number of positive features.?!
First, they can be implemented relatively quickly and therefore allow
a rapid eradication of state property. The non-discretionary nature of
the process presents advantages in terms of transparency of the
procedures and avoidance of corruption. At the end of the process,
the distribution of wealth accumulated under the previous regime
may tutn out to be more ‘equitable’, therefore helping to gain public
support for the entire privatization (and reform) process. Schemes of
this kind can be implemented even if thete are not enough resources
in the hands of the population necessaty to buy goods being pri-
vatized, a case relevant for transitional economies. Vouchers or cer-
tificates can have a pre-determined monetary value and may or may
not be tradable between individuals. They could be used to bid for
shares in auctions for a particular group of enterptises or sectors, thus
also avoiding the intricate problem of evaluation of stocks, the value
of which is left to be determined on the market. However, the public
at large is unlikely to be willing (or even able) to bid. Financial
intermediaries can be created, which manage large amounts of
vouchers and behave as institutional investoss. A large variety of
schemes is characterizing the experience of post-Communist econ-
omies.

4. Privatization strategies in post-Communist economies >

Private propetty was present also in centrally planned econ-
omies, mostly in the form of private savings or bequests, ownership of
small shops or dwellings. In some counttics, private activity made up
a significant part of the economic activity (for instance in the case of

21 For a review of costs and benefits of mass ptivatization schemes, see Nuti
1994.

22 The aim of this section is only that of recalling the main features of the priva-
tization paths followed by economies in transition. Several articles and books have been
published recently describing these processes in detail. An excellent survey an a country
by country basis can be found, for instance, in Farle, Frydman and Rapaczynski (1993)
and Frydman, Rapaczynski, Eatle ef al. (1993a and 1993b).

Privatization in the Transition to a Market Economy 419

Polish agriculture). This can explain the fact that at least ex anmre
privatization schemes varied matkedly among countries and priva-
tization proposals have been appreciated to a different extent by the
population. There are; however, a number of common institutional
features which characterize the experience of economies in transition,

All economies, with the exception of Latvia, established a
central privatization institution charged with the supervision of the
privatization process. More recently, an increasing number of
countries has also created trust funds or agencies for the management
of the assets not yet divested. All enterprises of a large dimension
underwent a process of ‘corporatization’, i.e., they were transformed
into joint-stock or limited liabilities companies before being priva-
tized. Some degree of financial restructuring has been performed,
especially for clearing part of the inter-enterprise arrears developed
since the inception of the transition, To a lesser extent, some re-
duction in the dimension of the enterprises has also taken place,
especially breaking up actual or potential monopolies. However, in
almost all cases, operational restructuring has been left with the new
owners. Small-scale privatization has been a rather smooth and rela-
tively rapid process. Regardless of substantial differences in the initial
definition of privatization strategies, economies in transition ended up
using all privatization techniques, albeit to a different degree.

The use of standard privatization techniques — public or private
offering -~ has for the most part been constrained by some of the
institutional features of centrally planned economies. Borensztein and
Kumar (1991, pp. 304-305) indicate that distorted prices, trade and
management arrangements under the previous regime made it
virtually impossible to atrive at proper estimates of the firm’s market
value and its profitability potential. Also, private savings in Central
and Eastern European countries were generally limited, or in any case
not significant enough to buy the very large amount of assets being
alienated. Moreover, in many countries, price liberalization has been
accompanied by a strong increase in price inflation, which has sub-
stantially reduced these savings. Nevertheless public and private
offerings have been utilized to a limited extent in the Czech Republic,
Hungaty, Poland and the Slovak Republic.” Sales of enterprises, as

23 (siven the completely different nature of the transition, in the former GDR usual
forms of privatization have been used more extensively.
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opposed to free distribution of assets, have been given priority in
Hungary, where considerable foreign participation has also been
encouraged, in contrast to other countries, especially the Czech
Republic and Poland. Finally, a unique form of privatization through
sale of property has taken place in Poland, the so-called ‘privatization
by liquidation’ 2¢ whereby state-owned enterprise is disbanded and its
assets are sold {or contributed) to a new private company in most
cases formed by employees of the firm itself,

The most innovative feature of privatization in post-Communist
economies is certainly the adoption of mass privatization schemes.
With the exception of the former GDR, all Central and Eastern
Eutropean countties have adopted some forms of mass privatization.
There are a number of features which should be singled out.

Despite the fact-that voucher schemes are the flagship of
privatization in all transitional economies, the enterprises privatized
in this way form a minority, Even in the countries where these
schemes have found widest application, Z.e., the Czech Republic and
Lithuania, only a small proportion (36 and 20% respectively) of
state-owned enterprise are being privatized by means of voucher
distribution.?’ Some of the remaining enterprises will remain state-
owned, others are being privatized according to standard methods.

A number of investment funds have been established in all
countries to setve as intermediatries in the privatization process.
However, while in some countries (Russia, the Czech and Slovak
Republics) the choice of whether to bid directly for shates or to do it
through an intermediary was left with the citizens, other countries
(e.z. Poland and Romania) opted for closed-end investment funds or
holdings created by the government.

Where investment funds have started to operate {e.g. the Czech
Republic, Russia, Lithuania) privatization has gained speed and
popular participation has increased. Part of the success has been
explained in terms of the funds’ advertising campaigns, which are
raising expectations of substantial returns on investments, Despite the
danger linked to the possibility of a widespread cashing-in of the
ptomised gains (very often short-term) and the consequent fear
of collapse of the fragile financial system, the process so far has

2 See Szomburg (1993), pp. 82-84 and Sadowski (1991), pp. 52-33.
 Ip the Slovak Republic, the proportion is higher (63%), but apparently enterprises
contributed only a fraction of their shares for vouchers. See CCEET (1993), p. i7.
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developed rather smoothly and episodes of mismanagement seem to
be more the exception than the rule. The investment funds are also
emerging as the main shareholders of privatized companies,

In most cases, secondaty trading of vouchers is not allowed and
they can be transferred only under particular conditions, mostly
among members of the same family. Vice versa, in the case of Russia,
vouchers issued with R. 1,000 nominal face value were made tradable
immediately on issue. Vouchers’ re-tradability and the decentralized
procedures in auctioning the enterprises are singled out as the main
reasons for accelerating privatization in Russia (see Lissovolik 1993,
pp. 11-12},

Finally, schemes also differ in terms of foreign participation,
While in the Czech and Slovak Republics, foreigners cannot par-
ticipate in the auctions, in Russia their participation is allowed,
although with some limitations.

5. A preliminary assessment

On the whole, the evaluation of alternative strategies of priva-
tization adopted by the various Central and Fastern European
countries is made difficult by the fact that privatization is a relatively
new phenomenon in economies in transition, The fact that post-
Communist economies are ending up using all conceivable priva-
tization techniques, makes it difficult to assess which strategy presents
the best performance, Moreover, a complete evaluation of aims and
results of privatization will only be possible in a few years’ time, when
the process will come to an end and more statistical evidence will he
made available. Nevertheless, it might be useful to single out soine
elements for a preliminary assessment. According to Dhanji and
Milanovic (1991), alternative strategies should be compared taking
into account their performance with respect to:

4) equity;
b) speed of the privatization process;
¢) ability to control and supervise managers’ behaviour;

d) capacity to generate budget tevenue.
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The adoption of mass privatization schemes certainly goes in the
direction of a more equitable distribution of the national wealth
accumulated under the previous regime. Some countries have im-
posed important limitations, based on citizenship, or years of perma-
nence in a specific job, which are running against the principle of
equity. In other cases {ze. Russia) the employees seem to be able to
benefit more than outsiders from the privatization of their en-
terptises. These concessions can be easily explained in political terms
(see the consideration developed in Section 2.1), but probably violate
the rationale of an equitable distribution of wealth.

It is by now clear that in transitional economies, privatization is
a much slower process than anticipated. The ambitious targets
(number of economic units to be privatized in a given time span) set
at the outset of the privatization processes have nowhere been re-
alized. Table 2 summatizes targets and preliminary results of both
‘small and large-scale privatization under way in economies in tran-
sition and recalls some of the central institutions involved in the
process. '

With respect to large-scale privatization, by mid-1993 the best
performing countries (the Czech and Slovak Republics) were able to
transfer into private hands over 80% of the total number of en-
terprises to be privatized. However, all other Central and Eastern
Furopean countries wete lagging very far behind and in some cases -
in Albania, Latvia, Romania, as well as in many former Soviet
republics — large-scale privatization has just started.

Even in the case of small-scale privatization, which, however,
has been a rather successful process in all countries, deadlines have
been postponed, or, as documented in Table 2, the process remains to
be completed.

At the same time, the transfer of state assets to the private sector
has been parallcled by a rapid growth of a new private sector which
has greatly reduced the scope fotr a complete privatization of the
existing state property.

The dispetsion of ownership resulting from the adoption of mass
privatization schemes could represent an impediment to efficient
control and supervision of managers’ behaviour, especially in an
environment characterized by a rudimentary structure of corporate
governance. The adoption of the different models of managerial
supervision discussed in Section 2.2 may lead to different results in
different countries, although it seems too eatly to identify whether it
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has been possible to derive an increase in efficiency actually from the
transfer of property rights. Moreover, given the thorough nature of
the changes under way, it will be impossible even in the futare to
trace back which part of the increase could be ascribed to the change
in ownership and which to other systemic transformations carried out
during the transition to a market economy.,

As discussed above, the possibility of using privatization rev-
enues to improve the state of public finance remains a rather contro-
versial issue even for a market economy. Economies in transition do
not seem particularly concerned with the need to use privatization
proceeds for improving their fiscal stance at least in the short term. So
far the process of privatization has represented a net loss for the state
budget and as the transition has entailed enormous social and
cconomic costs, one could wonder whether revenue from priva-
tization could not have been used to reduce growing state budget
deficit, public debts, or at least their foreign component.

7. Conclusions

The paper has argued that the expansion of the activity of the
private sector in post-Communist economies has been perceived
almost exclusively as the privatization of vast sectors of the economy
in the shortest possible time. Privatization is certainly crucial in
consolidating the passage of a state-controlled economy to a profit-
oriented market system. The attention paid to the transfer of own-
ership rights is also one of the main differences with respect to past
reform experience, when the issue of property rights was explicitly
excluded because of ideological reasons and repeated attempts were
made to improve the performance of the system without questioning
state ownership of the means of production. Indeed, today the failure
of previous reforms is often attributed to the lack of property-rights
transformation,

However, even {and arguably to a greater extent) in formerly
planned economies, the increase in economic efficiency generally
attributed to privatization very much depends on the competitiveness
and the degree of regulation that characterizes a given economic
system. Privatization must be paralleled by the introduction of mea-
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sures which regulate market power and institutions must be created
for an effective control of the privatization process.

The paper has also briefly reviewed the main issues of the
privatization processes in Central and Fastern Europe to conclude
that privatization is progressing at different speeds in different
countries. The widespread use of give-away schemes, easily justifiable
in political terms, has entailed costs for the budget, while, at the same
time, governments in transitional economies have deprived them-
selves of a possible source of revenue, often in the presence of
growing budget deficits largely deriving from the need to tackle the
economic and social costs of the transition. A careful scrutiny of the
costs and benefits of privatization, however, would only be possible
with the availability of a more comprehensive set of data.

REFERENCES

ALcHIAN, ALA. (1987), “Property rights”, in Newman P., Milgate M., Eatwell ], eds., The
New Palgrave. A Dictionary of Fconomics, Macmillan, London, 1031-1034.

Bravcrarn, O, ef al. {1991}, Reform in Eastern Europe, MIT Press, Cambridge MA.

Brancuagn, Q. and Lavarp, R. (1991), “How to ptivatise”, Centre for Fconomic
Performance — London Scheol of Economics, Discussion Paper, No. 50.

Brommestein, HL]. and Lance, J.R. eds. (1993) Transformation of the Banking System:
Portjolio Restructuring, Privatization and the Payment System, OECD, Paris.

BrommEesTEIN, H. and Marrese, M. eds. (1991), Transformation of Planned Economies:
Praperty Rights Reform and Macroeconowic Stability, OECD, Paris.

Bogeric, Z. (1993), “The role of employee ownership in privatisation of state enterprises
in Fastern and Central Furope”, Europe-Asia Studies, 45(3), 463-481.

Bovrron, P. and Rovranp, G. (1992), “Privatization policies in Central and Eastern
Europe”, Economic Policy, No. 13, 275-309.

Borenszrein, E. and Kumar, S.M. {1991), “Proposals for privatization in Eastern
Furope”, IMF Staff Papers, 38(2), 300-326.

Bos, D. (1993), “Privatization in Furope; a comparison of apptoaches”, Oxford Review of
Economic Policy, 9(1), 95-111.

Bucrrann, R, and Davin, E.W, (1984), “Ptivatization techniques and the PSBR”, Fiscal
Studies, 5(3), 44.53.

Buckrang, R. (1987), “The costs and returns of the privatization of nationalized indus-
tries”, Public Administration, 63, 246-248.

CCEET (1991), The Role of Tax Reform in Central and Eastern Ewropean Economies,
OECD, Patis,

CCEET (1993a), Valuation and Privatisation, QECD, Paris.

Privatization in the Transidon to a Market Economy 427

CCEET (1993b), Methods of Privatising Large Enterprises, OECD, Paris.
CCEET (1993¢), Trends and Policies in Privatisation, 1(2), QECD, Paris.

CueasTy, A. (1992), “Financing fiscal deficits“, in Tanzi, V. ed., Fiscal Policies in
Econowies in Transition, IMF, Washington, 37-66.

Curcost, A (1993a), “Processi alternativi di privatizzazione: caratteristiche rilevanti ¢
conseguenze economiche”, Europa-Europe, 2(3), 33-45.

Currosr, A. (1993b), “Property and management privatization in Eastern Puropean
transition; the economic consequences of alternative privatization processes”, paper
prepared for the worlshop “Privatization and Property Rights: The Central and
East European Experience”, Eutopean Univertsity Institute, Florence, 9-10,
mimeo.

Cairi, S. (1989), “Privatizzazioni: tipologia, razionalitd economica, principall espe-
rienze”, in Banca d'ltalia, Contributi all analisi economica del Servizio Studi, n. 3,
81-123.

pE Cecco, M., (1989), “Alternative modes of financial organization”, in Kessides, C. ef al.
eds., Financial Reforms in Socialist Economies, The Woild Bank, Washington,
196-204.

Dranyr, F. and Mipswovic, B, (1991), “Privatization in Eastetn and Central Furope.
Objectives, constraints, and models of divesture”, in Wotld Bank, Working Papers,
WPS 770.

Earte, J. (1992), “Voucher privatization in Eastern Europe”, Prague, mimeo,

EartE, J., Frypman, R. and Raraczynskr, A, eds. (1993) Privatization in the Transition to

a Market Economy. Studies of Preconditions and Policies in Eastern Europe, Pinter
Publishers, London.

Eartr, J. and Sapatoru, D. (1993), “Privatization in a hypercentralized economy: the
case of Romania”, in Ferle, J., Frydman, R. and Rapaczynski, A. eds., 1993,
147-170.

EstriN, S. (1991), “Privaiization in Central and Eastern Europe: what lessons can be
learnt from Western expetience”, Aunnals of Public and Caoperative Economics, 62(2),
159-182.

Esrrmv, S, (1994), “Bconomic transition and privatization: the issue”, in Estrin, S. ed,,
Privatisation in Ceniral and Eastern Europe, The Longman Group UK, Harlow.

FEstriv, S. and PeroTIN, V. (1991), “Does ownership always mattet?”, International
Journal of Industrial Organization, 9, 55-72,

FiscHER, S. {1991}, “Privatization in Fast Furopean ttansformation”, NBER Working
Paper, no. 3703,

Frypnan, R, ef al. (1993), “Needed mechanistms of corporate govetnance and finance in
Bastern Butope”, Economics of Transition, 1(2), 171-207.

Fryvoman, R. and Rapaczynski, A, (1991a}, “Privatization and corporate governance in
Fastetn Furope. Can a market economy be designed?”, C.V. Starr Center for
Applied Economics, Feomomic Research Reports, no. 91-32,

Fryoman, R. and Rapaczynskr, A, (1991b), “Evolution and design in the Fast European
transition”, C.V. Starr Center for Applied Economics, Economic Research Reporis,
no. 91-33,



428 BNL Quatterly Review

Fryoman, R. and Rapaczymskr, A, (1992), “Privatization and institutional change in
Eastern Europe”, in Newman, P., Miigate, M. and Eatwell, J. eds,, The New
Palgrave Dictionary of Money and Finance, Macmillan, London, 209-212.

Frypman, R. and Raraczynsky, A. (1994), Privatization in Easters Europe: Is the State
Withering Away?, CEU Press, Budapest,

Frypman, R, Rapacaynsky, A., Farik, T, e ol (1993a), The Privatization Process in
Central Europe, CEU Press, Budapest.

Fryoman, R,, Repaczynski, A, Baris, | et ol (1993b), The Privatization Process in
Russia, Ukraine and the Baltic States, CEU Press, Budapest.

Furusot, E.G. and Prrovicy, S. (1972), “Property tights and economic theory: a survey
of recent literature”, Journal of Econontic Literature, 10, 1137-1162.

Furusern, E.G. and Perovich, 8. (1974), The Econowrics of Property Rights, Ballinger,
Cambridge MA.,

GrosreLp, I, (19902), “Prospects for privatization in Poland”, European Economy, 43,
139-150,

GrosFeLD, I (1990b), “Ptivatization of state enterprises in Eastern Europe: the search for
a market environment”, in DELTA, Document du travail, no, 90-17.

Gros¥ep, 1. and Hare, P, (1991), “Privatization in Hungary, Poland and Czechoslo-
vakia”, European Economy, special edition No. 2, The Path of Reform in Central and
Eastern Europe, 129-156.

Hemming, R. and Mansoor, AM. (1988), “Privatization and the public enterprise”, IMF
Occasional Papers, no. 56,

Jenkmson, T. (1992), “Privatization”, in Newman P., Milgate M. and Eatwell J. eds., The
New Palgrave Dictionary of Money and Finance, Macmillan, London, 206-209.

Jonnson, S. and Kronr, H. (1991), “Managerial strategies for spontaneous priva-
tization”, Sovier Fcononry, 7(4), 281-316.

Kosnar, J. (1991), The Road to a Free Economy, Notton Press, New York
KrEGEL, ]. et al. eds. (1992) The Market Shock, University of Michigan Press, Ann Arbot,

Lieron, D. and Sacks, J. (1990), “Creating a market economy in Eastern Europe: the
case of Poland”, Brookings Papers on Economic Activity, 1, 75-133,

LissovoLik, B. (1993), “Special features of Russian ptivatisation: causes and conse-
quences”, paper prepared for the workshop “Privatization and Property Rights: The
Central and East European Expetience”, Furopean University Institute, Florence,
9-10, mimeo.

Mansoor, AM. (1987), “The budgetary impact of ptivatization”, IMF Working Paper,
WP/87/68,

Mansoor, AM. (1988), “The fiscal impact of privatisation”, in Cook P. and Kirkpatrick
C. eds., Privatisation in Less Developed Countries, Wheatsheaf Books, Sussex,
180-194,

Maver, C. and MEADOWCROFT, S. {1986), “Selling public assets: techniques and financial
implicadons”, in Kay, J., Mayer, C. and Thompson, D. eds., Privatisation and
Regulation, Clarendon Press, Oxford, 322-340.

Privatization In the Transition to a Marker Economy 429

Mraneg, J. (1993), “The different paths of privatization: Czechoslovakia, 1990-?”, in
Eatle J., Frydman R. and Rapaczynski A, eds.,, 1993, 121-146.

Nuti, D.M. (1989), “Feasible financial innovation under matket Socialism”, in Kessides
C. et al. eds., Financial Reforms in Socialist Economies, The World Bank, Wash-
ington, 83-105.

Nutz, D.M. (1991), “Privatisation of Socialist economies: general issues and the Polish
case”, in Blommestein H, and Matrese M. eds., Trausformation of Planned Econ-
omies: Property Rights Reform and Macroeconomic Stability, OECD, DParis, 51-68.

Nurr, D.M. (1993), “Post-Socialist privatisations: tationale, alternative paths and general
issues”, paper prepared for the workshop “Privatization and Property Rights: The
Central and East Eutopean Experience”, Eutopean University Institute, Florence,
9-10, mimeo.

Nuri, D.M. (1994), “Mass privatization: costs and benefits of instant capitalism”,
Economic Systems, forthcoming,

Roranp, G. and Verpier, T. (1992), “Privatisation in Eastern Furope: irreversibility and
critical mass effects”, CEFPR Discussion Paper, no. 612,

Sacus, J. (1992), “Privatization in Russia: some lessons from Hastern Europe”, American
Economic Revieto — Papers and Proceedings, 82(2), 43-48.

Sspowski, Z. (1991), “Privatization in Eastern Furope: goals, problems, and impli-
cations”, Oxford Review of Fconomic Policy, 7(4), 46-36.

SEMETA, A. {1992), “Privatization in Lithuania — 1992”, Vilpius, mimeo.

STEINHERR, A. (1992), The New FEuropean Financial Marketplace, Longman, London.

StreLirz, J.E. (1991), “Alcuni aspetti teorici delle privatizzazioni: applicazioni all’ Europa
orientale”, Rivista di Politica Economica, LICI(XIT), 199-224,

SZOMBURG, J. (1993), “I'he decision-making structure of polish privatization”, in Earle J.,
Frydman R, and Rapaczynski A. eds., 1993, 75-87.

TiroLE, J. (1992}, “Privatization in Eastern Furope: iticentives and the economics of
trapsition”, in Blanchard, O. and Fishet, S, eds., NBER Macroeconomics Annual
1991, MIT Press, Cambridge MA.

UN - ECE (1992), “On property rights and privatization in the transition economies”,
Economic Survey of Europe in 1991-1992, GGeneva, 191-216,

UN - ECE (1993), “Progress in privatization, 1990-1992", Economic Survey of Europe in
1992-1993, Geneva, 191-256.

Vickers, ]. and Yarrow, G. (1988), Privatization: An Economic Analysis, MIT Press,
Cambridge MA.

VuvrsTekg, C. (1988), Techuigues of Privatization of State-Owned Enterprises, volume I:
Methods and Implementation, The World Back, Washington.

Yarrow, G. (1986), “Privatization in theory and practice”, Ecomomic Policy, 2,
324-377.



