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Intro 
  

 

Two years after the adoption of the Privatization Law, even if slowly, privatization in 
Bulgaria has made considerable progress. It is expressed in the concluded over 328 
transactions (of which 170 involving state-owned enterprises, and 158 - municipal 
ones) and total revenues from privatization exceeding BLV 1,300m. Privatization 
procedures have been instituted for about 500 enterprises. One of its chief goals, along 
with the withdrawal of the state from the management of the economy on a 
microeconomic level, is for the enterprises to be restructured and, once they have 
acquired real owners, for their activity to be based on the principles of competition and 
the market. 

The different privatization methods provide different ways of achieving those 
objectives. The capital (market) privatization favored by Bulgarian legislation is still the 
dominating privatization method. One of its unquestionable advantages is the speedy 
restructuring and adjustment of the privatized enterprises owing to the presence of a 
real owner-entrepreneur and the ensuing more efficient management system. The effect 
of privatization is ultimately to be sought in the activity of the enterprises and their 
economic state following denationalization. 

The study of 5 privatized enterprises was to examine the effect of privatization on their 
general economic and financial state - the restructuring of their business activity, 
market positions (suppliers and clients), technological restructuring, change of 
management system, the workforce and the development of employment, the system of 
remuneration, crediting, and the final financial results. The aim of the present paper is, 
by covering all of the above problems, to summarize the principal problems and 
achievements of the privatized enterprises and make certain recommendations with 
respect to privatization policy. 

The analysis of the post-privatization development and state of enterprises subject to 
transactions under the provisions of the Privatization Law is to be regarded as a 
provisional attempt to outline and assess emerging general tendencies. The non-final 
and incomplete nature of the assessments, as well as their provisional character, are 
accounted for by the following circumstances: 

First, the relatively short period subject to analysis and evaluation. 

Second, the relatively small number of cases available for analysis, owing to the limited 
scope of the privatization process. 

Third, the insufficient representativeness of the enterprises under consideration owing 
to the uneven progress of the privatization process by sectors and types of enterprises 
and activities. 
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Notwithstanding these reservations, there do seem to be enough data about the post-
privatization state and development of the enterprises to formulate certain general 
conclusions. 

The analysis covers five case studies. They have been selected on a typological principle. 
The enterprises were privatized about a year ago and it is thus possible to assess their 
operation before and after privatization. The cases have been chosen to include the 
three basic types of towns - the capital - 1, large towns - 3, small towns - 2. Insofar as the 
Privatization Law provides opportunities for the use of various techniques, the study 
covers cases of implementation of different privatization techniques. The aim is to 
consider the extent to which the privatization technique predetermines the functioning 
of the already privatized enterprise. The cases under study include enterprises 
privatized by the three groups of authorities under Art. 3 of the Privatization Law - the 
Privatization Agency, the Ministry of Trade and the Ministry of Industry, and the 
municipalities of Gotse Delchev and Dimitrovgrad. 

It is to be noted that two of the cases are from the sector of trade, which is accounted for 
by the fact that the largest number of privatization transactions have been concluded in 
this sector. 

In addition to the five comprehensive case studies, the specific conclusions and 
assessments are also based on information about post-privatization state and 
development of another 10-12 enterprise, largely in the sphere of services and trade. 
Even if fragmentary, this information reveals certain common characteristics of specific 
aspects of their activity. They confirm some of the tendencies indicated by the basic case 
studies. 

The case studies were conducted through a questionnaire elaborated in advance, which 
makes it possible to draw comparisons and to outline the common tendencies. 
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I. PRIVATIZATION TECHNIQUES AND CHARACTER OF THE 
PRIVATIZATION TRANSACTIONS 
 

The Bulgarian Privatization Law allows the use of extremely wide-ranging privatization 
techniques, incl. different modes of preferential treatment for the same privatization 
objects and potential buyers. Potential buyers are often hesitant and tend to put off the 
deals, owing to: 

- insufficient knowledge of the legislation and existing regulations, both on their part 
and on the part of practicing consultants and most state authorities; 

- the lack of experience in the implementation of particular privatization methods. The 
implementation of auctions and tenders is generally fairly developed but the other 
techniques are as yet not familiar enough. 

Another reason for the reluctance of potential buyers to make firm commitments after 
the start of privatization in 1993 was related to the imminent changes in the 
Privatization Law. They were widely expected to introduce stronger preferential terms 
for employees and tenants, and possibly to shorten and simplify privatization 
procedures. 

The new owners of the enterprises privatized before the adoption of the changes very 
often regretted not having been able to use some of the advantages provided by the 
amended Law. This would become even more conspicuous should the preferential 
provision for the buying of small enterprises without auctions or tenders come to be 
widely implemented. That would have discriminatory implications for the buyers under 
the initial and the amended Law with respect to the post-privatization operation of the 
enterprises. However, there will hardly be serious problems as only a particular type of 
buyers are concerned - employees, and because of the quite limited number of 
companies privatized in 1993. 

In order, however, to avoid the rise of new expectations for further strengthening or 
modifications in the provided preferences, it is necessary to pursue a policy securing the 
stability and thoroughness of the adopted legislation and regulations. 

The study has shown that one of the chief problems of the enterprises in the process of 
privatization is the lack of know-how and information about the procedures, techniques 
and legislative framework. The competent state authorities, as well as other concerned 
organizations, should therefore launch an information campaign for the popularization 
and clarification of the content, advantages and disadvantages of the various 
privatization techniques. This would be of considerable help to the potential 
participants and would in many cases actually generate interest in privatization. 

Concerning the characteristics of the privatization transactions concluded up to now, 
we can make the following conclusions: 
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First, the financial conditions for participation in the privatization of similar or 
comparable objects tend to vary significantly. The case studies suggest that this is not so 
much due to the different market value as determined by the character and location of 
the particular objects, but rather, depends on: 

- the authority carrying out the privatization; 

- the privatization technique implemented by the respective authority. 

There are a number of other transactions of privatizing character related to the activity 
of the liquidation boards, liquidators, or in the case of execution for the purpose of 
satisfying creditors. 

The different prices at which similar from a market point of view objects may be bought 
from the different authorities and under the different privatization techniques are a 
cause for segmentation and disturbances on the market. They deter certain buyers by 
encouraging expectations for "cheaper" deals. 

However, this problem is difficult to overcome owing to the large number of privatizing 
authorities and possible techniques, as well as to the lack of established tendencies on 
the real estate, corporate and security markets. At the same time this impedes the 
formation of stable market tendencies and correlations. 

Second, the presence of non-financial conditions in privatization transactions has been 
common practice up to now. In the studied cases those include commitments to make 
additional investments, preserving and/or increasing the number of jobs, ecological 
activities and commitments, etc. 

Table 1 

   

Company 

Initial 
value (BLV 

million) 

Investment 
intentions 

(BLV million) 
Jobs Trade 

Unions Debts Payment 

"Druzhba"-Avto '93 
Ltd Sofia  18 7 20 new jobs none none  

"Stil" joint-stock 
company, 
Dimitrovgrad  

19 9 preserved 
113 jobs 2 11mln 

resched-
uled, by 
bonds 

Sole Merchant 
"Penkiler", Gotse 
Delchev  

1.4 2.8 
preserved 9 
jobs; 25 new 

jobs 
none none 

paid 
entirely, by 
bank loan 

"Yurukov & ELIS-D" 
Partnership, Gotse 
Delchev  

10.789 11 
preserved 
150; new 

150 
none 4 mln paid 

entirely 

"Teda" joint-stock 
company, Haskovo  71  

500 made 
redundant 
out of 750 

2 4 mln  
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Formally, the non-financial conditions are likewise obligatory in the privatization by 
tendering or negotiations. They are typically deemed to be of secondary importance set 
against the price of the objects or the amount of the liabilities to creditors that the new 
owner would take on. That is related to: 

- the too formal and general character of the non-financial conditions; 

- the lack of objective possibilities for metrication and commensurability of the non-
financial conditions; 

- the lack of adequate regulation and possibility for post-privatization control, which is 
indispensable with respect to the non-financial conditions; 

- the lack of experience and the deficient regulations lead to a general stipulation of the 
non-financial conditions in the sale contract without securing the necessary 
operativeness of their individual elements and without a mutual interdependence with 
the transaction as a whole. 

In a number of sale contracts the non-financial conditions constitute conditions of 
deferment or termination of the contract without being an essential part of the 
transaction. This produces a certain insecurity and de facto sometimes proves to be an 
unnecessary burden on the new owners. 

Certain conditions (for instance, "number of jobs", "amount of additional investments", 
"term for making ecological improvements", "preserving the field of activity for a 
certain period") in some cases have a purely formal character with respect to the 
interests of the seller or the public interest. Yet they have a prolonged effect as a 
mandatory framework for the new owners, limiting their free economic initiative and 
the efficiency of their decisions. 

From this point of view it is necessary to pursue a policy of restricting the non-financial 
conditions of the privatization transactions. That would simplify the procedures, would 
make the choice of the respective buyers more transparent and unequivocal, and would 
facilitate post-privatization control. In the cases when the contract explicitly stipulates 
non-financial conditions the latter should be sufficiently functional and clear-cut, and 
preferably quantifiable in some way. 

Third, it is the conclusion of the privatization transactions and the post-privatization 
control that give rise to the most serious problems to the parties to the contracts. The 
insufficient experience and practice in the sphere of contractual relations as a whole, 
especially in the field of privatization transactions, lead to the search for simpler 
solutions in the transfer of property rights. 

The study has shown that privatization is not completed with the conclusion of the 
transaction. There emerges a tendency towards prolonging privatization both on 
account of problems arising with already concluded transactions and owing to the 
transition to methods of payment requiring subsequent transfer of ownership. 
Experience has shown that a number of actual circumstances and problems are not 
regulated efficiently enough in the contracts for the privatization of enterprises, such as: 
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- subsequent finding of unknown prior to the conclusion of the transaction defects in 
the respective privatization objects - in facilities, equipment, infrastructure. This is 
largely due to imperfect preparation and conclusion of the privatization transaction; 

- deterioration of the property and financial state of the enterprises subject to 
privatization. Experience has shown that this process is nearly always present and 
develops extremely rapidly, especially in the period from the conclusion of the contract 
until the new owner actually assumes possession; 

- finding of undisclosed as a result of poor financial and legal discipline liabilities and 
legal obligations (mortgages, property put up as security, etc.); 

- nonfulfillment on the part of the buyer of certain stipulations of the contract for 
financial and non-financial commitments of the new owner. 

One extremely serious question generating tension in the seller-buyer relations is post-
privatization control. The analyzed cases indicate that at this stage such a control is only 
exercised by the Privatization Agency. To a certain extent that is understandable in view 
of the short period of time since the conclusion of the transactions (approximately a 
year has passed since the conclusion of the first more substantial transactions). In most 
cases the stipulations of the contracts refer to a period of 3 or 5 years. 

Furthermore, the attention of the privatizing authorities is focused on the problems 
related to the increasing number of privatization procedures. The scope and 
significance of post-privatization control will inevitably grow. With the increase in the 
number of privatization transactions under the conditions of deferred payment, 
payment by instalments where the ownership remains with the seller and is to be 
transferred subsequently, as well as leasing or management with a buy-out clause, etc., 
post-privatization control will also be exercised by extending the privatization 
procedure itself until the final transfer of ownership. 

Due to the limited scope of privatization and the virtually non-existent post-
privatization control there have occurred no instances of annulment of privatization 
transactions owing to nonfulfillment of sale contract stipulations. There have been cases 
of dissolution shortly after the conclusion of the sale contract largely due to 
nonpayment of the agreed price by the buyer within the specified term. However, such 
developments are certain to arise in the future, with the speeding up of privatization 
and the growing number of privatization transactions. Therefore, in order to facilitate 
and optimize post-privatization control it is necessary to conduct a policy of minimizing 
the conditions of the transactions, as well as their clear-cut definition and if possible, 
their metrication. 

That will facilitate the task of the privatizing authorities which are also supposed to 
exercise the control. It will further strengthen the security and enhance the economic 
freedom of the new owners in the management of the privatized enterprise. 
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II. GENERAL OUTLINE OF THE STATE OF THE PRIVATIZED ENTERPRISES 
 

1. Legal Status of the Privatized Enterprises 

The majority of the privatization transactions concluded up to now involve the sale of 
separate parts or entire enterprises (according to Chapter VI of the Privatization Law). 
The number of enterprises privatized through sale of interests and shares is smaller. To 
a great extent this is determined by the legal status of the privatized enterprises. In 
most cases the privatized fixed assets, separate parts or entire enterprises under 
Chapter VI of the Privatization Law become part of the assets of the buyer company. As 
a result, the corporate body of the privatized state-owned enterprise is either subject to 
termination or has to indicate the changes in capital with the sale of the respective 
separate part or fixed asset. 

Typically, when incorporated in the newly formed or already operating private 
company the state-owned enterprises privatized in this manner constitute the principal 
part of its assets. This is particularly true in cases when the buyers are smaller or newly 
formed companies, which seems to speak of the critical role that privatization is to play 
for the future development of this type of economic agents. In this sense it is closely 
related to the process of formation of new firms or to the development and expansion of 
the activity of already existing private enterprises. 

When the buyers under the provisions of Chapter VI of the Privatization Law 
(privatization of entire enterprises or separate parts thereof) are larger private 
companies, there are cases when the acquired enterprise becomes a subsidiary 
company or branch. 

Even if more limited in the practice to date, privatization through sale of interests and 
shares of commercialized state-owned enterprises will predominate in the future owing 
to the nature of the changes in the existing regulations and legislation. The post-
privatization outline of the legal state of the enterprises in this type of transaction is the 
following: 

- preservation of the corporate body of the enterprise with a registration of the changes 
in ownership; 

- acquisition on preferential terms of part of the interest or share by the staff (there are 
nearly no instances of failure to use this preference); 

- when the buyer of the majority share is not the staff or part of the staff, in a number of 
cases those who have acquired a share on preferential terms wish to sell it at the higher 
price to the major shareholder. Even if economically and socially justified, this 
possibility has been abolished with the changes in the Privatization Law. 
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2. Management of the Privatized Enterprises 

The predominant part of the privatized enterprises are managed directly by their new 
owners which is largely determined by the employed privatization techniques. I.e., the 
selected approach to privatization in this country leads to the creation of real owners 
immediately involved in the management of their enterprises. Their direct participation 
in the management is also conditioned by the character of the privatized enterprises - 
above all small and medium-sized. It also follows from their legal status - mainly limited 
liability companies, partnerships and sole merchants, where executive power is 
generally directly exercised by the owner. In the privatized joint-stock companies there 
predominates a one-tier system of management with the major shareholders once again 
exercising executive power. 

In this sense the management of the privatized enterprises reproduces the predominant 
mechanism in the private sector for immediate management of the enterprise by the 
owner as opposed to the public or anonymous management by persons appointed by 
the owner in the state-owned enterprises. 

The management of privatized enterprises bought entirely by the staff is of particular 
interest. What is characteristic in this case is the keeping of the executives acting up to 
the privatization - an almost universal phenomenon, regardless of the former conflicts 
between managers, workers and employees, and their trade-union organizations. It is 
not by chance that opinion polls among managers of state-owned enterprises about 
their preferred privatization technique indicate a decided preference for personnel buy-
out. 

This tendency finds its explanation in the active role of the management of the 
enterprises subject to privatization. The studied cases indicate that it is the executive 
management of the enterprise who not only initiate, but actually direct the entire 
participation of the staff in the privatization. There are only isolated cases of open 
efforts by individual members of the management to buy out the enterprise 
independently without involving a larger part of the staff. This is accounted for by the 
management's fears of possible tension and opposition from the staff and the union 
organizations, both during and after privatization. 

There is a general tendency in the privatized enterprises towards active efforts for the 
simplification of the management structure and functions, as well as towards discharge 
or reorientation of part of the administrative staff. In all five cases the financial and 
accounting departments were abolished, with only a chief accountant remaining in their 
place, often assuming the duties of a paymaster as well. That is a typical phenomenon in 
the presence of direct management by the owner. In the same direction, efforts are 
being made for certain typical administrative and managerial activities to be detached 
in economic and organizational terms or moved out of the enterprise altogether on a 
contractual basis. 

On the whole, privatization leads to an imperative rationalization and simplification of 
management in the direction of greater pragmatism and economy. 
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3. Changes in the Organization of Labor 

Most privatized enterprises tend to preserve or increase the number of workplaces. 
This is related to the fact that up to now privatization has essentially involved the 
creation of new private enterprises or expansion of the activity of already operating 
ones. To some extent the increase in employment is also due to the fact that preserving 
or increasing the number of jobs is stipulated as a condition in the contracts in most 
privatization transactions. As indicated by the study, that condition was present in the 
contracts of 4 out of the 5 enterprises, with only one of them having made 500 workers 
redundant (see Table 1). 

The extensive increase in employment also results from the general expansion of 
production and enhanced efficiency of the overall activity of the privatized enterprises. 

Another characteristic tendency related to the organization of labor in the privatized 
enterprises is the change in working hours, with modifications in the organization of 
shift work. Furthermore, there appears to be greater interchangeability and rotation, 
especially in the enterprises bought by the staff. 

In all of the studied enterprises the system of remuneration of labor was changed after 
privatization. The common tendency was to change the relative share of, or abolish 
payment by the hour and replace it with piecework or a payment-by-results system. In 
view of the size and characteristics of most of the privatized enterprises, the relative 
extension of the piece rate system of labor remuneration is often combined with 
internal economic differentiation of separate structural units and occasionally even 
specific workplaces. 

The observed tendencies in employment and organization of labor, even if of a 
fragmentary and non-representative character, are an indicator of extensive increase in 
the employed labor force and the effectiveness of labor in most enterprises privatized to 
date. This is largely dependent on their being small and medium-sized enterprises, 
mostly in the spheres of services, trade, and certain effective and market-adapted 
manufactures. It is to be expected that in the privatization of large industrial enterprises 
the measures for their subsequent restructuring and financial recovery will enhance 
labor efficiency and lead to a discharge of labor force. 

4. The Activity and Financial State of the Privatized Enterprises 

Table 2 

Enterprise Procedure 
instituted 

Procedure 
completed Bought by 

Final 
privatization 

technique 

Other 
privatization 

techniques 
"Druzhba"-Avto '93 
Ltd Sofia  Jun 93 Oct 93 employees tender 2 tenders 

"Stil" joint-stock 
company 
Dimitrovgrad  

16 Aug 93 Mar 94 employees 
negotiations 

with potential 
buyers 

- 
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"Penkiler" Sole 
Merchant Gotse 
Delchev  

Jun 93 Dec 93 Sole Merchant auction 
conducted 

3 times 
"Yurukov & ELIS-D" 
Partnership Gotse 
Delchev  

Oct 93 - 2 partners tender - 

"Teda" joint-stock 
company, Haskovo  - used 

preferences sale of shares - - 

The activity of the privatized enterprises is characterized by: 

First. Retaining the principal field of activity, with substantial changes in the 
organization of labor and production. That is very often a non-financial condition 
stipulated in the privatization contracts, especially in the services sector. 

Second. Increasing the output. This is a typical phenomenon, resulting from the active 
role of the new owner in making an optimal use of production reserves, improving 
production organization and the use of the labor force. In some isolated cases the output 
has been temporarily reduced for the purpose of repairs, expansion, and other 
investments. 

Third. Introducing and developing additional activities in the enterprise. This process is 
particularly characteristic of enterprises in the sectors of trade and services. It stems 
from the new owners' wish to increase revenues as much as possible and secure a good 
return on investment, as well as from the need to meet the commitment to preserve or 
increase the number of workplaces in the privatized enterprises, as required in most 
privatization transactions. 

Fourth. A certain improvement and diversification of the inventory of services and 
goods produced by the enterprise, both within its main field of activity and in the newly 
added ones. This seems to indicate that the privatized enterprises are adjusting their 
activity to the market conditions, i.e. they are flexible and easily adaptable to market 
conditions. 

Apart from the outlined, generally positive tendencies in the activity of the privatized 
enterprises, there are other more unfavorable developments concerning their financial 
state that should equally be noted. 

While retaining their legal and financial independence, after privatization most 
enterprises find themselves under considerable financial strain related to the servicing 
of investment loans received at the time of privatization. To most enterprises paying off 
the loans and the interests on them is the chief characteristic of their financial state. 
Nevertheless, and partly due to the limited number of privatized objects and the short 
period under consideration, almost none have been forced into insolvency. 

In a number of cases, in relation to the need to secure credit resources, fixed assets of 
the enterprises are mortgaged or other assets are put up as security. There also appears 
a certain reduction of the assets with a view to optimizing production reserves and 
finished products in storage. 



12 
 

Measures are being taken to reduce certain production and other operating costs and to 
make them commensurate with the respective activity and the revenues it brings. In 
most privatized enterprises which have retained their independence there lack any 
substantial additional investments in liquid assets and expenditures on fixed assets. At 
the same time, however, the incomes from the activity and the additionally revealed 
resources prove sufficient not only to cover the generally increased operating costs, but 
likewise the investments required by the conditions of the privatization transactions. 
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III. RECOMMENDATIONS REGARDING THE PRIVATIZATION 
PROCEDURES AND THE POST-PRIVATIZATION DEVELOPMENT OF THE 
ENTERPRISES 
 

1. In order to promote a better understanding of the various privatization techniques 
and greater trust in the privatization process as a whole among entrepreneurs and the 
general public, it is necessary: 

- to launch an information campaign about the current legislative framework of 
privatization, the alternative possibilities and the types of preferences. It should be 
accompanied by measures to enhance professional know-how at state and municipal 
privatizing authorities, as well as banks, public organizations, etc.; 

- to provide maximum publicity on the course of privatization, as well as the state and 
development of the privatized enterprises. The generally positive tendencies in their 
post-privatization behavior would considerably enhance public interest and trust in 
privatization as a whole; 

- to improve preliminary promotion work concerning the enterprises, separate parts or 
assets which are subject to privatization; 

2. Concerning the privatization procedures, the authorities in charge of privatization 
ought to seek: 

- to reduce as far as possible the duration of the privatization process. Experience has 
shown a substantial deterioration in the state of the enterprises which are in the 
process of privatization. This does not only concern their finances, but the state of the 
property, the equipment and facilities, supplies and reserves, etc. From this point of 
view, and in order to concentrate in time the supply and demand for privatization 
objects, it would be most appropriate to bring the privatization process within a 
reasonably short term of time. 

- to provide maximum publicity and openness of the privatization procedure both in 
view of attracting investors and of gaining public trust in the process. 

- to simplify as far as possible the privatization transactions. For that purpose it is 
necessary to limit the conditions (especially non-financial ones) of the transactions. This 
would facilitate buyers by providing greater opportunities for development and 
restructuring of the enterprises after privatization. It would likewise allow privatizing 
authorities to make a more straightforward choice of buyer in the case of tenders and 
negotiations. Reducing the conditions of the transaction to the strict minimum would 
provide better opportunities for post-privatization control over the agreed 
commitments, as well as legal stability of the transaction. 

- to improve the state of post-privatization control. The existing legislative framework 
of privatization does not in fact regulate the question of the control, both over the 
process itself, and the fulfillment of the conditions stipulated in the contracts. A 
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governmental regulation on privatization and post-privatization control is therefore 
called for. 

Furthermore, it would be appropriate for the sale contracts themselves to stipulate the 
objects, as well as the forms and term of post-privatization control, concurrently with 
the respective forfeits and other conditions. The sale contract could even include 
provisions for the buyer himself to take on certain aspects and forms of control, for 
instance providing information to the seller on a regular basis about the fulfillment of 
the contract conditions: number of employed persons; realized investments; ecological 
improvements, etc. 
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CONCLUDING NOTES 
 

Outcomes of privatization:  

• rationalization of management; 
• additional investments; 
• preservation of existing jobs and creation of new ones; 
• restructuring and assuming of market positions; 
• a pay rise is to be observed everywhere and remuneration is typically 

reorganized on a payment-by-result principle; 
• the social dialogue continues and the trade union organizations remain at the 

larger privatized enterprises. 

Summary: 

• negotiations with potential buyers are the preferred technique; 
• nearly all auctions are repeated at least twice, with the price falling at the 

subsequent rounds; 
• the situation is most favorable at the privatized enterprises which have had 

available fresh capital for restructuring. Those are typically the enterprises 
which are operating with materials supplied by the clients, are distributors or 
have been licensed by a foreign company, or are part of a joint venture. Thus, for 
instance, "Stil" Ltd holds a licence from Hunter Douglas, the "Yurukov" company 
is working for a German company supplying the materials. Those enterprises 
which have been bought by the staff of management are facing graver problems; 

• the buyers of enterprises at auctions prove to have nothing to do with them, have 
never worked there and lack information. In other words, we are in the presence 
of increasing green-field investment - the typical model of private sector 
expansion in Bulgaria. 

Problems: 

• the enterprises are being sold in a general context of instability and uncertainty 
as regards the future prospects of the individual enterprises. The price of the 
objects put up for sale should take into account the difficulties that the privatized 
enterprise will have to cope with in this unfavorable environment. One critical 
problem is the instability of production connections. The suppliers which are 
state-owned companies are unstable because of their uncertain status. Some 
privatized enterprises adjust to the situation by building up dealer networks and 
work with several suppliers as a safeguard against the instability of the situation; 

• the lack of suitable credit conditions - the high interest rates - is pointed out as a 
major problem by most privatized enterprises and above all by those relying on 
their own capital rather than attracting investments from the outside; 

• recruiting qualified labor force is a serious problem. Despite the high 
unemployment the new owners of the privatized enterprises have difficulties in 
finding suitable workers on the labor market. It is clearly necessary to link 
privatization policy with the labor market policy. Perhaps the necessary means 
for training the staff of the enterprises subject to privatization could be secured 
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from the Training and Professional Fund. Information should be provided and 
negotiations conducted between the authorities under Art. 3 of the Privatization 
Law and the buyers about the opportunities provided by an active labor market 
policy - preferential term loans, cost-free hiring of young specialists and qualified 
workers, the temporary employment program and other schemes. 

• Labor force demand on the part of privatized enterprises will have to adjust to 
the labor force supply and a department should be created at the National 
Employment Agency to deal with these problems. 
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