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Owners'/Managers’ Perception on
Privatization

Tara Dewvi Chitrakaor

Abstract: The present study was conducted to examine the perception of
owners on privatization including its necessity and unnecessary, its impact,
process and modalities to be adopted, existing policy, role of government
etc, A questionnaire survey of 40 owners found that they were in favor of
privatization. They want some measures to be followed before privatization.
They viewed its benefits are not reached to the targeted peaple of the society.
They suggested policy improvement and mixed modality to be followed.

I. INTRODUCTION

Privatization process began in Nepal only after the restoration of demoaacy in
1952, where three public enterprises were privatized. Hither to, more than 26 state-
owned enterprises have been privatized on phase-wise basis. However, the privatization
process was not easy. Several charges were made against the privatization process
of the government. Such charges were mainly confined on valuation of assets and
land, sale proceeds and its utilization. The charges and criticisms on privatization were
further fueled up by the misleading reports of an impact study published by MOF {1991).
As a consequence, the privatization process rested on the ice box and no more state
enterprise was privatized as was planned. Therefore, it seems essential to enquire as
to what actually has been the impact of the privatization of 26 public enterprises. For
answers to this question, it is necessary to understand the view of owners of those
privatized enterprises as they have been the crucial stakeholders of privatization and also
the determining factor for their success. The present study is, therefore, directed toward
exploring on these issues.

II. REVIEW OF THE LITERATURE

Elliot Berg ( 1987) views, privatization as the mobilization of private resources, energy,
skill, money to more effectively serve the needs of economic and social development

Dr. Chitrakar is Assoclale Professor al Public Youth Campus, Tribhuvan University.
Email: tchitrakar@pyc.edu.np

CamScanner


https://v3.camscanner.com/user/download

Cwrers' [Managers' Perception on Privatization | 103

changes in law and practice derequlation user fees divestiture and wider resort to the
private sector for delivery of services (Shirley, 1987)

In the opinion of 1.N. Goadrich (1988), privatization refers to any strategy or process
that results in the transfer of function, activity, asset or organization in whole or part,

which is owned or controlled either directly or indirectly by a government, to a non
government body.

Cook and Kirkpatrick (1988) on the other hand explained privatization from three
different angles. According to them privatization, firstly, means to a change of ownership
of assets or part of it from public sector to private entrepreneur through the process of
denationalization or divestiture. Secondly, the privatization can be brought in by allowing
the private sector to enter into the areas until now protected for the public sector and
thirdly, privatization can be introduced by way of contracting out the services and utilities
while retaining the ownership with the Government (Mandal, 1994:14).

Sigmund (1990) has clarified it comparing with nationalization. According to him
nationalization signified 'expansion’, privatization signifies ‘contraction’ (Uwe, 1996).
Felgenbaum and Henig (1992) viewed that privatization should be seen as an

"ideology of transformation’ rather than “transformation of a theory peaking any change
from public to private hands may be called privatization. (Bhojani, 1994:2).

The impact of the move on our social fabric can be severe if government do not take
adequate measures to safeguard the interest of a large numbers of work forces employed in
public sector and are likely to be adversely affected (R.Mandal, 1993:60).

Privatization is also defined as a transfer of assets from the state to the private
sector along with a radical reallocation of available productive resources, restructuring
of the existing institutional setting in which production activities are carried on and the
introduction of new method of corporate governance, free from the most vicious kinds of
political interference (Thakur, 1994:17).

Mr. Robin Sharma (1995) described it as the transfer from the public to the private
sector of various functions and or things of direct significance to these functions. These
functions prindpally cover industries, human services and regulatory privatization in
purest form, the other being methods which do not go all the way (Sharma, 1995:27).

It is a tool to open the door for creating the environment of competition. We should
know that privatization is necessary (but not sufficient in itself) condition for the creation
of a market economy (Young, 1997:28).

Although the word privatization is not a new word it can be taken as one of the
search oriented action to find substitution of the government participation in public
enterprises (Mishra, 1998:42).

Among the major problem too the 'inconsistent government policy' was a great
issue because almost all respondents accepted this fact. There was also an example of a
case file by a salt importer, Himal Noon Pvt. Ltd., at Supreme Court against government
on the context of contradictory decisions. The cabnet decision on March 22 allowing only
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salt trading corporation to deal with import and distribution of salt until the Nine Five year
period (1998-2002) effectively bans import and distribution of salt by any other party.
This decision had violated Iodized Salt (supply and manufacture) Act 1998. The Act allows
entry of capable private firms in salt trade (The Kathmandu post, July 2, 1999:1).

In short, in order to understand the concept of privatization we must have to
consider mainly four paints. (1) Ownership changes, (2) Efficiency, (3) Competition and
(4) Market economy along with social and environmental effect. It should be such that
in which the supply side structure Is competitive and 'privately owned' and demand side
consists of individual purchases (Gupta, 1999:5).

Among the major problem too the 'inconsistent government policy' was a great
issue because almast all respondents acceptad this fact. There was also an example
of a case file by a salt importer, Himal Noon Pvt. Ltd., at Supreme Court against
government on the context of contradictory decisions. The cabinet decision on March
22 allowing only salt trading corporation to deal with import and distribution of salt
until the Nine Five year period (1998-2002) effectively bans import and distribution
of salt by any other party. This decision had violated Iodized Salt (supply and
manufacture) Act 1998. The Act allows entry of capable private firms in function.
Privatization involving the transfer of ownership to the private sector is salt trade
(The Kathmandu post, July 2, 1999:1).

Privatization is sweeping the world except in some countries [Tke Libiya, Cuba, North
Koria, Burma and very few others (Satish Chandra, 1997:3). The first wave focused
largely on industrial, financial and commercial ventures, The second wave starting during
1990s concentrated on infrastructure sectors and actlvities; while the third which includes
municipal and local services, is currently gaining strength. The next stage of privatization
which are now seen starting to emerge in many countries is reaching to social services
including health, education and administrative (Adam Smith Institution, 1999:3).

MOF (1999) published a study on performance of privatized enterprises which
has measured the status, complains, problems, remedies, agreements etc. refating to
privatization process. The study concluded that most of the privatized enterprises were
doing well and it has positive impact on the economy. The impact study however drew
significant criticisms.

In Jan 2000, DFID, in agreament with HMG/N, commissioned an independent review
of the privatization programme in Nepal. The objective of the review was to address
concerns about the pace of privatization to date, transparency of procedures and process
and social impact of privatization. Some of the important findings from that review were
that there is neither serious commitment of the government nor any CoONSENsUS among
the leadership.

Adhikari and Adhikari (2000), on behalfl of Pro-Public conducted a study, the
objectives of which were to get insights into the process and the level of transparency
followed by the government and evaluate the gains and losses of privatization along with
the study of existing policies, acts and regulations and their adeguacy.
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Shrestha (2004) conducted a doctoral study entitled privatization and economic
performance: A study of selected privatized public enterprises of Nepal'. The objective
of the study was evaluation of the financial performance of selected public enterprises
befare and after privatization along with opinlon survey.

The full economic benefits of privatizing the state's Industrial assets will not
be that of managing the market,not diricting it.(Yusuf, Nabeshima and Perkins,
2006:239).

With the growing trend toward business partnership between the public and private
sactors (so called PPPs), the new face of privatization promises even a greater benefits
for all —including a better distribution of risk and the eventual turnover of operatins to the
country hosting the investment, along with the requisite infrastructure technical know-
how needed to sustain the investment (www. fdi.net, December 2007).

III. METHODOLOGY

The present study had adopted a Descriptive as well as Analytical Research
designs to have detailed study about the perception of the owners/managers of the
privatized enterprises mainly in manufacturing sector. The study was conducted on
the basis of questionnaire and interview. Out of 50 questionnaires administered and
distributed only 40 owners questionnaires were collected. Therefore a total of 40 from
the five enterprises were selected as a sample size covering 80% level of success,

The questionnaires were tabulated along with frequencies and percentage. Mean
values and rank correlation were also computed. The five point scales of ‘strongly agree’,

*agree’, "so so', 'disagree’ and "strongly disagree’ were used for the study. In the same way
mean value were also analyzed.

IV. DATA ANALYSIS

The following tah'kas (from Table 1 to Table 16) indicate the perception of owners/
managers on privatization including necessity of privatization, its processes, modalities to
e followed, policies to be adopted etc.

Table 1 : Need for Privatization as Perceived by OMs

Yes No Total
36 2 38
(94.7) (5.3) (100)

Table 1 presents the perception of owners/managers about the need of the
privatization of PEs. Of the total 38 respondents, a high majority of them i.e. 36 (94.7%
of total respondents) perceived that privatization was necessary and only 2 (5.3%) of
them felt it was not necessary. It can, therefore, be concluded that overwhelming majority
of the respondents were In favor of privatization.
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Table 2 ; Perception of OMs on the Need for Sector Wise Privatization

Rank 1 2 3 4 5 (] Total
Manufacturing {El[:'-,ﬁ#}l E;?} tz.lf-] i \ i;ﬂ ff;ﬂ
Trading sector ﬂ:?, (447) 6058 4(05) {zfﬁ} {:LIEJ' n:f:u:
Social sector @9 014 4@ia {;ﬁ} Hi;‘:'?} (5;]
Public utility sector 4(11.4) {5:;-], {;g] {31.1':4} (31%4} i) (fﬂi}
Service sector ZE0) -y BT (306) {1;.4] i HE;J}
Financial sector {1;,3], { = 5 (g 5039 w8 en UE}

Table 2 exhibits the OMs perceptions on the need for sector wise privatization. Out
of total respondents, majority of them gave first rank to ‘manufacturing sector’ (68.4%),
second to ‘trading sector’ (44.7%), third rank to ‘financial sector’ (45.9%), fourth or
fifth rank to "public utility sector’ (31.4%), sixth rank to ‘social sector’ (45.7%). "Service
sector’ was also given fourth rank. Thus, it showed that owners viewed to privatize
manufacturing sector first followed by trading, financial, public utility and service sector.
They gave less emphasis to privatize social sector.

Table 3 : Reasons for Privatization as Perceived by OMs

Strangly

Strongly
5 N. Reasons Sgres Agree Soso Disagree PR Taotal
Reduce financial and
29 4 3 3 30
d i m“ h roe f T -
: e T L 744) (03" @7 @ (100)
16 11 4 4 4 39
2 SVCIE TN (41.0) (282} (103)  (10.3) (10.3)  (100)
3 Increase efficiency of the 5 7 3 4 - 39
enterprises (64.1) (17.8) (%5) {10.0) (100)
A Increase private 19 10 5 3 2 i3
participation (48.7) (25.6) (12.B) (7.7) (5.1) (100}
25 7 5 [ 2 EE
" e (64.1)  (17.8) (154)  (15.4) (5.1} (100)
5 10 5 3 10 39
§ - Incresse employment (128)  (256) (128) (23.1)  (2568)  [(100)
vy Supply better quality, of 20 7 g 2 1 39
goods{services (513) (179) (23.1) (5.1) (2.6) (100)
8 Successful operate In the 19 10 3 5 2 39
competitive market (487) [(358) (27)  (12.8) (51) (100}
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Table 3 shows the reasons for privatization as perceived by the owners/
managers. Out of total respondents of 39, majority of the respondents accepted to
the statements "Reduce financlal and administrative burden of government’ (84.7% ),
“increase efficlency of the enterprise’(81.0%), 'Increase private participation’{74.3%),
“increase revenue’(69.2%), ‘supply better quality of goods/service’(69.2%), ‘reduce
corruption’{63.1%). However 48.7% of the total respondents did not accept the
ciatement ‘increase employment’ as the reason for privatization, But a considerable
number of respondents (38.4%) accepted this as one of the reasons behind
privatization, Thus, owners agreed to most of the statements in the above table as
the reason behind privatization.

Table 4 ; Reasons Against Privatization as Perceived by OMs

SN Reasons i‘:_:ﬂ"" Mgree Soso Disagree SUOPIV  roa
o Poor senicelgualty of goocs 8 : 8 > < &

" to consumers (26) (37 (22 (L1 (@33 [100)
7 5 1 5 10 28

2. Loss of revenue (250) (179) (@& (179 357)  (100)
B 7 4 9 1 7 28

- norease (500 (143) (329) (36) (250)  (100)
4 5 8 2 10 2

4. Loss of employment (128)  (1722) @6 (69) (344)  (100)
9 4 8 2 7 30

S Ceatonofphatemonpoy o) (W3 267 6D 0 @Y (w00)
& Megative effect to W g g A 4 B 30

welfare (167)  (300) (133) (133) (@267  (100)

As s revealed in Table 4, some of the owners/managers viewed that it was not
necessary to privatize public enterprises and many reasons were provide for it. A large
numbers of respondents were favor of the statements given in the above table. Out of
total related respondents, most of them were in favor of the statements like ‘negative
effect to employee welfare’ (46.7%), "creation of private monopoly. (43.3%) and ‘price
mcrease’ (39.3%). There was considerable number of respondents who disagreed to
these statements. Likewise there were majority of disagreed respondents relating to
the statements “loss of revenue’ (53.6%), "poor quality of goods/service to consumers’
(44.4%) and 'loss of employment' (41.4%). Considerable numbers of respondents
were there who agreed to these statements. This indicated that owners viewed that
privatization would not bring "loss of revenue’ , "poor service quality of goods” and ‘loss
of employment’ but it might have negative effects on the 'employee welfare’, 'creation of
private monopoly’ and price increase’,

As shown in Table 5, majority of respondents viewed that ‘privatization would
bring benefits to big business houses (79.0%), ‘government/decision makers (65.7%),
‘consumer’ (44.7%) and lastly to 'employees’ (35.1%). They disagreed to accept that
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it would bring benefit to ‘small investor’ (54.0%) and ‘general people’ (40.5%). This
showed that benefit of the privatization might not reach to the targeted people of the
society. They viewed that privatization had not brought the distributional efficiency. Its
advantages only reached to the richer section of the society.

Table 5 : Beneficlaries of Privatization as Percelved by OMs
E‘I:'mmr Strongly

Stakeholders
N. gpan CHSRT ODIN TN deires. T
; 22 B 6 1 1 38
1.  Big business ho
9 wa (57.9)  (21.1) (158) (2.8) (z6)  (i0g)
2. Small investars 3 4 g : e %
(10.8) {10.8) (24.3) (24.3) (29.7) (100)
3. Government/decision make 3 i ; 2 2 a
VieeclER akery (343) - (314 (14.3) (8.6) -  (114) (100)
4, COnsSUMmers A & e g 0 e
(289)  (15.8) (22.7) (21.1) (10.5) (100)
5. Employeas . g A i 2 4 i
{16.2) (18.9)  (32.4) (10.8) (21.6) (100)
. General people : 3 - 4 i »
(188) (13.5) (27) (18.9) (21.8) (100)
Table 6 : Improvement Needed in the Policy as Perceived by OMs
Yes Mo Total
38 (95) 2.(5) 40 (100)
Table 7 : Preferred Modalities of Privatization as Perceived by OMs
5. M. Statements Yes Mo Total
1. Seling only unprofitable enterprises T A
2. Selling shares to the extent of 51 percent (51.193} ;4:;5?} -[laﬂsﬂj
3. Celfng the number of shares to be subscribed by a person {égj {ég}l {El:ﬂ}
4, Selling shares to employoas [Hiljl “;E] uasn
5. Allowing employess to manage SOEs 667 @3 (100
27 B 35
B. Restructuring the SDEs (772.1} (22.9) {100)
7. By mixing various modes as per the nature of PE {?2?3'11 ﬂz'ﬂ g) {fui]
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Regarding Improvement in the existing pollcy for  privatization, majority of
respondents wanted improvement, as is revealed in Table 6. Out of 40 total respondents,
38 respondents viewed the necessity of improvement and only two respondents answered
in negation. S

Table 7 registers the OMs responses on their preferred modalities of privatization.
When OMs were asked about how privatization should be done, majority of them
accepted almost all statements i.a. ‘selling shares to employess (84.29%), ‘restructuring
public enterprises (77.1%), "by mixing various modes as per the nature of SOEs’ (77.1%),
‘allowing employees to manage SOEs" (66.7%), "selling only unprofitable enterprises’
(56.89%), "selling shares to the extent of 51 percent’ (54.3%).

As regard to ‘ceiling the number of shares to be subscribed by a person there was
equal number of positive (50%) as well as negative (50%) respondents. Thus, owners
emphasized to sell shares to employees, restructuring SOEs, mixing various modes etc.
They gave less emphasis to selling shares to the extent of 51%.

Table 8 : Factors Essential for the Success of Privatization as Perceived by OMs

5 Strongl i Stro
M Essential Factors Ag:lggv Agree Soso Disagree Di n:?ut: Total
32 1 B | 40

1. Cear and consistent L
iy polley 80y @5 (15 - 25 (0
, Polical commitment and 28 5 5 2 : 40
stability (70) {152) (12.5) (5) : {100)
22 7 7 1 37

3. well develo .
M s e T T R (2.7) (100)

26 8 4 1

4,  Bureaucratic support 2 =3
(66.7) - (205) (10.3) .. (2.6) -7 (100)
g Posiive public attitude and 25 ) 5 1 , 40
support (625) (225} (12.5) {2.5) (100}
g Professional management in 35 3 1 1 % 40
the private sector (87.5) 75 (25 (2.5) (100)
5  Competent and responsble 26 B 1 3 2 38
private sactor (68.4)  (211) (10.5) {100)
g Improvement in  business 28 10 2 . - 40
environment in the country (70) (5) (8) {200)
9, Commitment and owing by the 24 7 6 7 i 39
private sactor (6LE)  (178) (15.4) (180

Table 8 reveals that majority of the respondents accepted all the factors essential for
the success of privatization, They were 'professional management in the private sector’
(95.0%), "improvement In business environment In the country’ (95.0%), ‘competent
and responsible private sector’ (89.5%), 'bureaucratic support’ (B7.2%), ‘political
commitment and stability' (85.2%), 'positive public attitude and support’ (85.0%), ‘clear
and consistent policy” (82.5%), ‘commitment and owing by the private sector’ (79.4%)
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and ‘well developed capital market'(78.4%). Thus owners viewed that all above factors
were very important for the success of privatization in the country. Among them they gave
more emphasis to the 'professional management, "business environment” and 'competent
and responsible private sector’, They gave less emphasis to the ‘well developed capital

market’,

Table 9 : Problems in Privatization Efforts In Nepal as Perceived by OMs

SN,  Problems T?'ﬂ" Agres Soso Disagree SronSl  Total
: Poor valuation of assets/ 20 5 3 2 6 36
] properties (50} (L25) (7.5) (5} (15) (100)
5 Poor technical capacity 17 A 12 Z 3 34
: of bidder {30.6) (22.2) (333 (5.6) {8.3) (100)
3 Poor financial stabus of 10 7 11 1 5 35
J bidder (28.5) (200  (31) (2.9) (17.1) (100)
4 Lack of WMPII'EI‘II:}' in 20 10 [ 1 37
X dedlsion (54.1) 2700 (162 {2.7) (100}
5 Poor palicies regarding 15 10 7 2 2 30
. employess (41.7) (Z7.8)  (19.4) {5.6) (5.6) (100}
5. Inabdity to implement in 13 15 g . 37
a short period (35.1) {40.5) (243) {100)
7. Lack: of natianal 14 i1 g il i
COnsensus (378) (29.5) (162) (16.2) {100)
_ 19 10 7 1 37
O i 514) @) (8 @7 (100
Table 10 : Rale of Government Towards Labour as Perceived by OMs
ﬁ‘_ Statements f‘mmy Agree Soso  Disagree i:::iﬂ Total
~ Guarentee the Bbour rght 21 6 4 4 3 3g
e Rt theprivatzed  oc3)  gs8)  (105)  (105) 79)  (100)
5 ~Guanntee the rights and 14 5 4 2 3 26
* interest of all the workers £50) (17.9) (143 (7.1) {10.7) (100)
5 Guanntes the rights and 13 11 5 5 3 35
" Interest of all the consumers (342) (289} (15.8) {13.2} (7.9} (100)
4 Let the public enterprises B 3 6 7 14 38
" remain in the existing state (2L1y  (79) (158)  (18.4) {36.8)  (100)
: 10 12 8 4 1 35
" ADERSREE COCRE SNty (GRE} (43} (228)  (114) (2.9} (100)

The OMs responses on the problems associated with the privatization efforts have
been presented in Table 9. As Is shown by the table, majarity of the respondents accepted
the statements “lack of transparency in decision’(81.1%), ‘inability to implement in a short
period{75.6%), ‘poor valuation of assets/properties(69.5%), "poor policies regarding
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empioyees|59.5%), "lack of national consensus(67.5%), "lack of commitment’ (58.4%5),
‘poor technical capacity of bidder'(52.8%) and poor financial status of bidder{48.6%).
Thus, OMs agreed all above statements as the problems associated with privatization in
Nepal. They opined that lack of transparency, inability to implement in a short period, poor
valuation of assets/properties and poor policies regarding employees as major problems
or issues of the privatization process.

Regarding the role to be played by the government, as per the records in Table 10,
out of the total respondents, majority of them emphasised on the statements *quarantee
the labour right and interest in the privatized enterprises’ (71.1%), 'guarantee the labour
right and Interest of all the workers’ (67.9%), ‘guarantee the labour right and interest
of all the consumers’ (63.1%) and 'increase social security” (62.9%). They did not agree
to the statement ‘let the public enterprises remain in the existing state’ (55.2%). Thus,
owners viewed that labour right and interest in the privatized enterprises as well as of that
of all workers and consumers should be protected and guaranteed, They also suggested
that government should increase social security but needed further privatization of SOEs.

Table 11 : Perception of OMs Regarding Issues Related to Privatization Process in Nepal

E Highly : Sty

y  lssues satisfieg  Sotisfled  Soso  Dissatisfied . Total
Existing pelicy of . 7 is 12 5 39

Y atiton (17.9)  (38.5) (30.8) (12.8) (100)
5 Benefits as regard to 2 g 13 11 2 37

- gbjectives (5.4) (243)  (35.1) (29.70) (5.4) (104)

Tnstitutianal

2 5 16 13 i 37

3. }Tm i:-]et up (5.4) (13.5)  (43.2) (35.1) {2.7) (100}
4. Transparency with 1 4 i = = i

PR s il (2.5 (10.3)  {28.2) (33.30 (25.6) (L00)
2 6 12 10 4 34

5. Seling process (5.8) (17.6)  (35.3) (29.4) (11.8) (100}
s Emploees 1 6 16 10 5 38

| i (2.6) (15.8)  (42.1) (26.3) (13.2) (100}
1 5 15 13 4 38

7. hssets valuation (2,5) (13.2)  (39.5) (34.2) (10.5) (100)
1 7 12 12 4 36

B o ke (28) (194 (33 (@33 (1L1)  (100)
9 6 3 36

9.  Payment agreement o A O (&3  (L00)
1 7 16 7 5 36

10.  Modality adopted (2.8) (194)  (44.4) (19.4) (13.9) (L00)
2 5 15 9 5 36

11.  Monitary system (5.5) (13.9)  (4L7) (23). (13.9) (100)

Table 11 indicates different issues relating to privatization process in Nepal. Owners'
level of satisfaction and dissatisfaction in these grounds were analysed and found that out
of total respondents majority of them dissatisfied with the statements ‘transparency with
valuation of assets’ (58.9%), “assets valuation’ (44.7%), "land valuation’ (44.4%), ‘existing
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policy of privatization’ (43.6%), 'selling process' (41.2%), "employees condition’(39.5%),
‘monitoring system’{38.9%), 'benefits as regard to cobjectives{35.1%) and ‘modality
adopted'(33.3%).

There were equal number of satisfied (25%) and dissatisfied (25%) respondents
regarding 'payment agreement' with 50% ‘so'so’ respondents. There were 43.2% of
total respondents who expressed 'so so' relating to the Institutional arrangement,
Thus, owners were mainly not satisfled with the transparency in the valuation of

assets. 1

Table 12 : Criticisms of Privatization as Percelved by OMs

5. Highly Strongly
N. Criticisms satisfiad Satisfled 5o so Dissatisfied dissatisfied Total
) Selling mﬂhﬂ‘l‘fﬂ:;ﬁ 3 g 12 10 5 39
oo b @) . @37 (08 (256 (128)  (100)
2 Selleeg the country to the 2 4 5 18 11 40
- foreigners {5 {10y {125} -- (45.0) (27.5) (100)
Making under the table 6 g 11 5 8 i
3. deal {in the sense of lack of TR
-hiarﬁi:m} ikl (15407 (B (B2 (129 (20.5)  (100)
Concentration of wealth in few 2 g 5 14 3 18
4, hand the sense of
e | sSY e el ol pse . ose N (100)
5. walue (in the sense
vt ke m}ﬂf HAE (158)  (325) (5.0  (150) (125}  (100)
g Inducing enterprises in losses & 8 10 12 i 38
and privatizing them (15.8) . (ZL1) (263 (L8 (53)  (100)
5 Reducing social obligation of the 3 17 8 7 4 39
government (1.7} (43.6) (20.5) (17.9) {10.3) {100)
Lack of monitoring by the 13 13 7 3 3 g
8. t fram time to ti
?TEWEE pﬁﬂmwg mmt:mﬂg (333 (33 (728 @7 77 (100)

Privatization In Nepal was criticized under several grounds. In Table 12, different
statements of criticisms for privatization have been presented and perception of owners
on these criticisms were analysed. Out of total respondents, most of them agreed to the
statements “lack of monitoring by the government fram time to time among privatized
enterprises’ (66.6%), ‘reducing social abligation of the government(51.3%), ‘selling the
enterprises at a trash value’(47.5%) and "‘making under the table deal(38.5%). There
were also majority of disagreed respondents relating to the statements ‘selling the
country to the foreigners’ (72,5%), ‘concentration of wealth in few hands (43.6%) and
‘selling national silverware to buy grocerles’ (38.4%). There were equal respondents of
agreed (36.9%) and disagreed (36.9%), relating to the statement ‘inducing enterprises
in losses and privatizing them’. However 26.3% of the total respondents appezred in 'so
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s0' response in this case. Thus, there was agreed and disagreed respondents to different
criticisms of privatization. The main criticlsms were about ‘monitoring, ‘social obligation”
‘selling SOEs at a trash value), ‘making under the table deal’ etc. They disagreed about the
statement "selling the country to foreigners’, ‘concentration of wealth’ and 'selling national
silverware to buy groceries’,

Table 13 : Ways for More Successful Privatization as Perceived by OMs

Condition about:- Support by government in:-
Easy transfer
Employment Land sale Financing Payment period
Mot e v
Re- Re- Re- Need-
Yes No Total Galii facim Total Retain mTl:tat ad n:ﬁd Total “m"'ﬂt:ﬁq Total
sion sion

9 .10 ¥ B U I/ M 0 M 23 4 37 3B 1 39
(74.4) (25.6) 100 (71.8) (28.2) (100) (FO.6) (29.4) (100)(62.23) (37.8) (100) (71.8) (28.2) (100)

For the successful privatization, respondents were asked to respond on easy transfer,
conditions about employment and land sale, support by government in financing and
payment period. As revealed by Table 13, of total respondents 74.4% showed necessity
of easy transfer, more than 70% were In favor of retaining condition about employment
and land sale. Majority of them (62.2%) showed need of financing by government and
extension of payment period (71.8%).

Table 14 : Timing of Privatization as Perceived by OMs

Stro
5. ki : ngly Strongly

N agree Agree  Soso  Disagree dehiires Total
1 Privatization should nat & 1 i 5 2 39
" bedone {20.5) (2.6) (2.6) (12.8) {61.5) (100}
Privatization should
5 bedoneonly after 23 3 1 1 40
adopting appropriate (72.5) (12.5) (2.5) {2.5) {100}
B;%ﬁlgum should
3 be done only after 5 8 4 1 1 39
" restructuring and (64.7) (20.5) (10.3) (2.6) {2.6) (100}
evaluating
4, Certain sectors should 25 3 7 2 3 40
* not be privatized (62.5) 7.5  (175) (5.0 (7.5) (100)
Privatization should be
. 10 15 5 2 B 40
£ done time bond
e @ ers (25 (50 (uo) (100
5 Thera should be gradual 10 i4 1] 3 2 39
" privatizatien {25.6) {35.9) (25.5) (77 {5.1) (100}
Thers should be
5 immediate privatization 17 7 5 6 5 40
" toreduce losses and (42.5) (175)  (12.5) (15.0) (12.5) {100}
worms of S0Es
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In a question of proper timing of privatization, respondents were asked to express
their opinion over different statements, Their responses are presented in Table 14 and
as per the table, majority of respondents agreed to the statements ‘privatization should
be done only after restructuring and evaluating’ (84.6%), ‘certain sector should not be
privatized’{70.0%), ‘privatization should be done on a time bond basis'(62.5%), 'there
should be steady privatization to reduce losses and worsen of SOEs’ (60.0%). Majority of
them (74.3%) disagreed to the statement 'privatization should not be done’. Thus owners
liked to adopt appropriate measures, restructuring etc, before privatization. They felt the
necessity of privatization but agreed that certaln sectors should not be privatized. They
preferred time bound, Immediate or steady privatization as circumstances demanded.

Table 15 : Existing Problems of Enterprises as Perceived by OMs

5. N. Statements Yes No Total
1. Inconsistent government policy 31 {88.6) 4{11.4) 35 (100)
2. Employee's commitment 20 (60.6) 13 (39.4) 33 (100)
3 Increased competitiveness 28 (B0} 7 (20) 35 (100}
4. Financial problems 22 (61.1) 14 (38.9) 36 (100)
5. Trade unionism 12 (36.4) 21 (53.6) 33 (100)
6.  Uncertain market 20 (57.1) 15 (42.9) 35 (100)
7. Smal market 24 (65.7) 12 {33.3) 36 (100)
8. Increasing cost of production i6 (Ta.8) 7212 33 (100)
9. Cheap imports 14 {48.3) 15 {51.7} 29 {100)

Table 16 : Perception of OMs Regarding if SOEs not privatized

:‘: Statements 5;:?::? Agreed Sosa  Disagresd dt‘;:: Total
Will have to be 14 8 3 6 5
L Jiquidated o @9 U g (14.3) (100)
2 Increase government 20 g 3 2 4 k]
burden {52.6) (237 (74 {5.3) {10.5) {100)
5 Public resources wil 16 ] 2 4 b k']
be wasted (44.4) (222) (56 (11.1) {16.7) (100)
g, o the lmited wije. 17 ?  sued) ; ¢ %
commit be protected  (47.7) {25) : (5.8) (5.6) (100
e o, T 3 4 >
employes obligation (57.1) (171} ({57 {B6) (11.4) {100}

In Table 15, OMs perceptions in terms of their responses on the existing problems
of privatized enterprises have been shown, Majority of the respondents accepted these
statements like ‘inconsistent government policy’ (88.6%), ‘increased competitiveness’
(B0%), ‘increase cost of production’ (78.8%), ‘small market(66.7%), ‘financial
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problems{1.1%), ‘employees commitment|(60.6%) and 'uncertain market(57.1%).
They did not think 'trade unionism’ (63.6%) and 'cheap imports’ (51.7%) as their
problems. Thus, owners felt inconsistent government policy, competition and increase
cost of production as the major problems of enterprises.

Table 16 reveals the statements of what would happen if PEs were not privatized
and the responses of owners thereon. Out of total respondents majority of them accepted
that if PEs were not privatized it would ‘increase government burden’ (76.3%), 'SOEs
resource would be unable to meet even employee obligation’ (74.2%), "even limited value
cannot be protected’ (72.2%), 'public resources will be wasted’ (66.6%) and lastly’ ‘would
have to be liquidated’ (62.9%). Thus, owners opined that privatization was essential for
the betterment of the enterprises.

V. MAJOR FINDINGS

Owners were in favor of privatization but opined that certain sectors should not
be privatized, They wanted privatization of manufacturing sector first then followed
by trading, financial, public utility and service sector. The last emphasis was given to
privatization of socal sector. Majority of them expressed that privatization reduces
financial and administrative burden of the government, Increase efficiency of government
and private participation but the considerable number of owners viewed that privatization
will not bring loss of revenue, poor service quality and loss of employment but it will lead
to negative effect to employee welfare, creation of private monopoly and price Increase.

Privatization brings more benefits to the big business houses, government/decision
makers and then only to consumers and employees. The owners felt necessity. of
improvement in the existing policy for privatization. They preferred on selling shares to
employees, restructuring and mixing various modes of privatization. They gave more
emphasis on the professional management and competent and responsible private sector
but lesser emphasis to the well developed capital market. .

Among the different problems associated with privatization efforts in Nepal, major
problem perceived by the owners were ‘lack of transparency’, Inability to implement
in a short period, ‘poor valuation of assets/properties’ and ‘poor policies regarding
employment’,

As regards to role of the government toward labor, respondents opined that labor
rights and interest in privatized enterprises as well as that of all workers and consumers

should be protected and guaranteed. They also suggested that government should
increase social security.

Major criticisms were about *monitoring), 'social obligation’, *selling SOEs at a trash
value’, *and making under the table deal’. They disagreed to the statement 'selling the
country to foreigners’ “concentration of wealth’ and ‘selling national silverware to buy
groceries’,

Relating to the ways far more successful privatization, majority of the respondent
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favor necessity of easy transfer, retention of condition about employment and land sale,
need of finance by government and extension of the payment period.

The owners preferred to adopt appropriate measure i.e. restructuring before
privatization. They preferred time based or immediate or steady privatization as
circumstances demanded.

The owners felt ‘inconsistent government policy, competition and increased cost of
production’ as a major problem of enterprises. They did not think ‘trade unionism’ and
‘cheap imports” as their problems.

They perceived that if SOEs were not privatized, it will increase government lenders,
SOEs resources will be unable to meet even employee obligation’, "limited value cannot
be protected’, etc. In short they opined that privatization is essential for the betterment
of the enterprisas,

VI. CONCLUSION

Major issues on privatization in Nepal were transparency, with valuation of assets
and properties, existing policies of privatization and selling process. The privatization had
not brought the distributional efficiency. The benefits of privatization were not reached
to the targeted people of the society. The government had not been monitoring the
privatized enterprises and once they handed over not bearing the social obligations. In
consistent government policy, lack of competition, increase cost of production was seemed
to be major problems faced by privatized enterprises. Professional management, business
environment, competent and responsible private sectors are the most essential factors of
the success of privatization even if capital market is not well developed. Right and Interest
of all the privatized and not privatized enterprises should be protected to have positive
result of privatization. Selling shares to employees could be one of the effective modalities
to be adopted. Thus, privatization should not be @ means of transferring government
burden to the shoulders of private sector nor should it be transferring public properties
to the hand of private hands.
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