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Abstract

The objective of this paper is to present and discuss the pros and cons of privatization (transferring the ownership and management of state-owned enterprises to private firms) in the European Union and its effect on the economy, financial markets, employment, national wealth, and social welfare. Privatization might increase efficiency, productivity, and liquidity in the financial markets, but at the same time, it causes unemployment, dependency on foreign capital and multinational firms, and the worst of all the country loses its national wealth and the social welfare is declining. Governments have to increase productivity and efficiency of the public sector and keep the state-owned enterprises, which provide national security, safety, and other public services, as public ones. Nationalization has proved recently, with the current financial crisis, which has been created by the uncontrolled private firms that can improve stability. The financial market is a source of long term capital, but banks can provide similar and less risky services. The European integration with its strict Maastricht criteria has created an enormous social cost to the member-states and its benefits are too small to cover it, especially the loss of public policy for the members and the destruction of the sovereign nations are irreplaceable. The optimal level of privatization is the one that maximizes the social welfare (at the point, where the marginal benefits of privatization are equal to the marginal cost of socio-economic distress). Of course, we never privatize a public enterprise, when the financial market is at its distress era (bear market) because the stocks are undervalued and the revenue for the government becomes negligible. 
I. Introduction and History of Privatization
Since 1980, with pressure from IMF and lately from the EU, privatization has become the key dimension of the world capital markets and European Union has been the international leader in selling state-owned productive assets (national wealth) to the private sector (mostly to foreign firms). This trend started because the states have historically taken a major direct role in the economy of all European countries,
 due to security, social policy, control of the enterprises, ownership of the national assets (wealth) by the nation, avoidance of private monopolies, and prevention of social inequality. During the Great Depression (early 1930s), many productive assets were shifted to state ownership, as failing enterprises were taken over by governments in the Western Europe.
 In the Eastern Europe, due to the socialist system, all enterprises ended up in the hands of the government. The last major expansion of state control in Europe was the nationalization of the banks in France at the outset of the Mitterrand administration in 1981.
 But since that time the trend has changed and privatization is considered the only way of business, independently of the social cost to the country. But, on Sunday, September 7, 2008, the U.S. Treasury Secretary, Henry Paulson, announced plans to take control of troubled mortgage giants Fannie Mae and Freddie Mac, replaced the companies’ chief executives and provided up to $200 billion in capital to restore the firms to financial health.
 This movement had a positive effect, with stock markets rallying in the U.S. (DJIA gained 289.78 points or 2.6% to 11,510.74) and abroad and mortgage rates fell.
 Also, Germany took a 25% stake in Commerzbank after injecting another $13.63 billion to shore up its finances.
  Further, Lloyds Banking could be pushed closer to nationalization if the U.K. economy continues to sour.
 We see in many cases that governments must be in control of industries and firms for the benefits of the citizens.
 The uncontrolled private firms will cause serious problems in the future of our economic and social lives and due to globalization the (domino) effect will move to allover the world. Nationalization of some most deeply wounded financial institutions, during the 2008 financial crisis, might be the best policy to save the economies and bring back stability and confidence.
 Merkel’s Cabinet, on February 18, 2009, approved draft legislation allowing the state to take over lender Hypo Real Estate Holding AG, paving the way for the first German bank nationalization since the 1930s. The bill, which was put to parliament on April 3, let the government carrying out compulsory purchases of shares in “systemically relevant” banks.
 The U.K. classified two bailed-out banks (Royal Bank of Scotland Group PLC and Lloyds Banking Group PLC) as public-sector entities, moving up to $2.136 trillion of liabilities to its balance sheet.
 Lately, President Hugo Chavez said on August 17, 2011 that he planned to nationalize Venezuela’s gold-mining industry in an attempt to boost international reserves.

Also, Royal Bank of Scotland received billions of pounds from U.K. government, in a rescue deal that could be a model for other banks, but left RBS nearly nationalized.
  On the one hand, U.K. Prime Minister, Gordon Brown, decided to nationalize troubled mortgage lender Northern Rock Bank, which had racked up more than $48.7 billion in debts to the state.
 Later, U.K. nationalized mortgage lender Bradford & Bingley.
 Latvia took a 51% stake in its largest locally owned bank amid concerns about Parex’s ability to repay two syndicated loans.
 On the other hand, many states in the U.S. were planning to lease major toll roads under an arrangement known as public-private partnerships; investors lease or buy roads, bridges or other infrastructure, operate them independently and collect tolls.


The French government was considering injecting as much as €4 billion ($5.1 billion) and taking a stake of about 20% in a new mutual bank to be formed by the planned merger of Groupe Banque Populaire and Groupe Caisse d’ Epargne.
 Also, Citigroup was in talks with federal officials about the U.S. taking greater ownership of the bank by converting its 7.8% stake of preferred shares to as much as 40% of Citigroup’s common stock. Doing so gave the wobbling bank a desperately needed boost to its capital, but less control of its destiny. In 2008, during the past five quarters the bank had $28 billion in losses.
 Federal Reserve Chairman Ben S. Bernanke said, while the U.S. government might take “substantial” stakes in Citigroup Inc. and other banks, it did not plan a full-scale nationalization that could wipe out stockholders. Nationalization is when the government “seizes” a company, “zeroes out the shareholders and begins to manage and run the bank, and we don’t plan anything like that,” Bernanke told lawmakers in Washington on February 25, 2009.


Thus, even the free-market oriented U.S. was thinking about nationalization. Senate Banking Committee Chairman Christopher Dodd said, banks may have to be nationalized for “a short time” to help lenders including Citigroup Inc. and Bank of America Corp. survived the worst economic slump in 75 years. 
 The DJIA fell another 100.28 points (-1.3%) to 7,365.67, flirting with a 12-year low because the White House was preparing to nationalize several large U.S. banks. Gold topped $1,000/ounce as investors sought a refuge.
 At the same time, a stimulus provision was discouraging banks that received federal bailouts from hiring skilled foreign workers,
 which was a very good labor policy for the country. This was and continues to be absolutely necessary to improve employment in the U.S. and control a little the Asian “invasion”, which has diluted the traditional values of the country, and to keep the salaries at a survival level for American citizens and stimulate American children to study for improving their income. The country as well as EU member-nations need desperately a domestic policy, which would improve social welfare of their citizens; these past liberal policies have destroyed the countries and have made them as third-world nations. These fears for possible nationalizations were provisional, due to the financial crisis. Lately, Belgium nationalized part of Dexia Bank for $5.4 billion.
 Also, Greece activated rescue fund for Proton Bank.

 Unfortunately, the last 30 years, privatization has become the only trend, even though that has been economically and politically disruptive. “More than 80 countries have launched ambitious efforts to privatize their state-owned enterprises. Since 1980, more than 2,000 state-owned enterprises (SOEs) have been privatized in developing countries, 6,800 worldwide.”
 The total value of world wide privatizations exceeded $185 billion by 1990 and the privatizations only in Europe and Central Asia between 1990 and 2006 exceeded $207 billion.
 Governments, especially those in Euro-zone that are in debt crisis, want revenue and they are selling any assets that the country had accumulated; but, there is another reason, too, public workers acting unethically have reduced their productivity close to zero. This sale-off tension is a short-term objective of most privatization programs; revenue collection for the current government and the pressure from the EMU, ECB, and IMF (Troika) to reduce budget deficits and subsidies. Also, the liberalization policies, the deregulation, and the globalization of the financial system, lately, try to increase supply and demand of securities in the domestic capital markets and integrate them with the EU and the international one; therefore, privatization is considered as the main contributor of financial assets. 


In the early 1980s, the states accounted directly and indirectly for half of GDP in the European economies. However, as a result of these privatizations, the share of state-owned enterprises in the GDP of OECD countries declined from 10% in the mid-1970s to about 7% in the late 1980s and 5% at the end of the 1990s. Governments raised almost $670 billion by direct sales and public share offerings between 1977 and 1998; they covered some of their tremendous budget deficits and contributed to the liquidity of the financial market. In the OECD countries, during the 1990s, primary and secondary privatization share offerings accounted for more than 55% of all equity offerings in Europe, and in countries such as Italy and Spain, they accounted for more than 70% of stock market capitalization by 1998.
 The purpose, here, is to examine this vague “intellectual” debate, which is very common in EU, about the privatization and its effect on financial markets and about the kinds of activities that belong in the public sector and the private one. The role of an uncorrupted government is important to be emphasized, too. Even, Czech President Klaus assailed the EU as undemocratic and said it should halt further centralization of powers.
 Troika is forcing Greece to sell public enterprises and derive €50 billion from these sales; otherwise, there will be restrictions on the 6th installment of the €110 billion loan that had been approved in 2010.

Undoubtedly, the focus, here, is on privatization in the members of the EU and the Euro-zone countries. During 1990s, the EU accounted for $301 billion in privatization proceeds.
  Walter and Smith (2000, Figure 6.2, p. 174) give a breakdown by country of almost every privatization activity. European privatization after World War II began in Germany under the Adenauer government, with the 1961 sale of the state’s majority stake in Volkswagen to the public. Placement of shares with small investors was also emphasized. This was followed in 1965 with the sale of Veba.
 Later, the first massive privatization program in Britain was launched by the government of Margaret Thatcher, which redefined the role of the state and the private firm in economic activities. The first major transaction was that of British Telecom in 1984, followed by massive privatizations of British Airways, British Petroleum, British Airports Authority (BAA), British Rail, Cable & Wireless, and British Aerospace. All involved share sales to institutional and retail shareholders in the U.K. and abroad; it reduced the proportion of state own enterprises in the U.K. economy from over 10% of GDP in 1978 to virtually zero, when the Conservatives left office in 1997 and increased the number of firms listed in the stock exchanges. The Labour party shifted its position from bitter opposition to privatization and threats of re-nationalizations in the early days of the Thatcher initiative to strong support by the time the Blair administration took office. Amazing homogeneity (sic) in all European parties (conservatives, socialists, and communists) in power in EU, today!
 


More recent, France embarked on an ambitious program of privatization under the government of Prime Minister Jacques Chirac in 1986, which saw the privatization of 22 companies worth $12 billion in the following two years, a process that was halted (but not reversed) by the socialists in 1988. Privatization was resumed by the Balladur government in 1993 and continued under the Jospin government, often with spectacular successes such as the $7.1 billion France Telecom initial public offerings (IPO) in 1997. French privatization proceeds averaged over $7 billion annually during 1994-1998, almost twice the amount in Germany during this period. Walter and Smith (2000, p. 174) show, in their Figure 6.2, Spain and Portugal, which undertook privatizations in 1997 and 1998, and Italy engaging in state-owned enterprises (SOE) sales of well over $60 billion during 1994-1998. The Nordic countries and Greece, on the other hand, lagged a little behind much of the rest of Europe, but the last 30 years the socialists (PASOK) and the “centrists” (N.D.) in Greece are selling almost everything.
 In terms of industries, the most intense activity was in the telecommunications, financial services, transport, and public utilities sectors. The Maastricht treaty provides (imposes) a unique “motivation” for privatization in the entire EU.


Actually, the EU share of global privatizations has increased steadily as Commission directives have mandated market liberalization and reductions in subsidies and as the Maastricht fiscal targets have placed tremendous pressure on raising government revenues and limiting its spending, even now, during the current financial crisis, deep recession, and enormous unemployment, which require exactly the opposite policy. During 1998 alone, Italy undertook a public issue of BNL (Banca Nazionale del Lavoro) shares for $4.6 billion, as well as the fourth tranche of privatization of ENI (Ente Nazionale Industiale, a major Italian industrial holding company) begun in 1995. France did a $7 billion secondary offering of France Telecom shares, in addition to the sale of 2% to Deutsche Telekom to cement a strategic alliance between them. There were also insurance and banking offerings such as those by CNP Assurances and GAN. Spain raised over $24 billion in privatization revenue in 1997 and 1998 through sales of shares in telecoms, Argentaria Bank, the Endesa power group and Tabacalera, the tobacco company. Portugal undertook secondary offerings of EDP electricity, BRISA, the motorway toll operator, and Cimpor cement companies. Finland sold a 22.2% stake in Sonara telecoms and a 15% stake in Fortum, the electricity company. Austria attempted its largest privatization in the form of a 25% share offer in Telekom Audtria for $2.33 billion.
  Walter and Smith (2000, p. 178, Figure 6.4) depict the 1998 market value, sales, and profits of the 34 largest publicly-traded privatized companies in EU, each having a market capitalization of at least $15 billion. Lately, with the pressure from Troika, Greece has to privatize SOEs to collect €50 billion, but the market is at a very bad financial distress (undervalued). Then, the Greek SOEs will be sold at a very low price (fire sales), which means negligible revenue for the government.


Between 1991 and 2006, Greece has implemented 61 transactions worth over $20 billion of privatization revenues. Privatization in Greece began in the early 1990s after the first election of the New Democracy Party. The government considered privatization as the main policy objective, and issued a list of firms to be privatized. The initial stage of the Greek privatization program mainly involved the enterprises belonging to the IRO. The first transactions date back to 1991 and 1992 with the full sales of the Olympic Marine shipping company, the Bank of Chios, and of Elvim (Heracles Gen Cement). However, the implementation of this first wave of privatizations was blocked by strong political and labor union opposition. The context changed after 1995, when Greece was admitted to candidacy in the European Economic and Monetary Union (EMU). This exerted pressure on the governments to implement structural reforms in order to foster policy credibility. Indeed, after a break lasting three years, the divestment process resumed in 1996 and gathered momentum through the second half of the 1990s onwards. During this second stage, which continues to the present, privatizations mainly involved the public utilities, services, and telecommunications. 
In March 1996 telecommunications started being privatized with the initial public offer of Hellenic Telecommunications Organisation (OTE), with an offer of 7.6% of its shares. Subsequent sales of the telecommunication group occurred in 1997 (12.4% of capital sold), in 1998 through two tranches of 3.5% and 15% of capital, respectively, in 1999, in 2002 and 2005. To date 70.6% of its capital has been sold, raising over $5.6 billion. Other more recent transactions include the sale of 16% of the National Bank of Greece, which happened between 1998 and 1999. Then, the three subsequent issues of the state power producer Public Power Corporation (PPC, ), took place, respectively in 2001, 2002, 2003, and 2005 and worth overall about $1.4 billion. In addition, the four tranches of the Greek Organization of Football Prognostics (OPAP) in 2001, 2002, 2003 and 2005, worth in total $2.75 billion. The most proceeds were raised from the privatization of telecommunications (41% of total revenues) and services of public utility (21% of total revenues), such as water supply (i.e. the privatization of the Water Supply & Sewerage System in 1999); electric, gas, and water distribution (i.e. the sale of the Gas supply company of Thessaloniki EPA – Thessaloniki in 2000); and the already mentioned electricity sector (i.e. Public Power Corporation (PPC)).
Also, the financial sector has raised 16% of total revenues. Among the commercial banks, investment banks, and holding companies privatized are: the Bank of Chios in 1991, the Bank of Athens in 1993, the Athens Bourse in 1997, the General Hellenic Bank in 1998 and 2004, the National Bank of Greece in 1998, 1999, 2003 and 2004, the Hellenic Industrial Development Bank in 1999, the Greek Stock Exchange Holdings in 2000, and finally the Agricultural Bank of Greece in 2000. Further, privatization of the state-owned enterprises (SOEs) was one of the goals of the Kostas Karamanlis' Government. In his Platform Speech (March 2004), he said that "Government will reduce its business activities, give up its role as a contractor and enhance its regulatory powers. At all events, it will maintain control on the natural monopolies of transport networks". The first move was the sell off in 2004 of an 8.2% stake in Hellenic Petroleum for around $240 million. DEKA, the Greek state portfolio management agency, sold its stake to a unit of the Latsis Group. In November 2004, a 7.46% stake in National Bank of Greece was placed with foreign and Greek institutional investors via an accelerated book-building process. Revenues were worth around $725 million.

Furthermore, the goal of reducing budget deficit led the Government to plan an ambitious privatization program for 2005; it aimed to raise more than $2 billion in the year. In this context, in July 2005, a 16.4% of the gambling company OPAP was sold via a retail and institutional public offer, raising more than $1.5 billion. In September 2005, a 10% stake of the telecommunications company OTE was sold, via a public offer, generating revenues worth over $1 billion. The privatization process continued in 2006 with the IPO of Postal Savings Bank, whose 35% was sold on the Athens Stock Exchange for barely $800 million. The largest privatization, ever occurred in Greece, took place in the second half of 2006, with the complete sale off of Emporiki Bank. The government sold to Crédit Agricole its 35.56% stake, raising around $2.2 billion. Another important operation is the public offer of Hellenic Telecom Organization (OTE). In June 2007, the government, finally, sold a 10.07% stake for almost $1.5 billion, as part of its ambitious privatization programme for the year, aimed at repaying the Country’s public debt. After few days, in July 2007, the Greek government has completed another long-awaited operation: the sale of a 20% stake in Greek Postal Savings Bank for more than €500 million. With this operation, the Greek government once again, after the gratifying result of 2006, has reached its privatization revenues target, €1.7 billion, well in advance than year end.

After these privatizations, Deutsche Telekom AG gained control of Greece’s phone company (Hellenic Telecommunications Organization, OTE), which created a goliath in the Balkans.
 The German telecommunications company paid about €2.9 billion ($4.6 billion) for 25% of the shares of OTE and in 2011 it took the majority control of the company.
 At the same time, OTE and Cosmote brought Deutsche Telekom access to Greece, Albania, Skopje, Serbia, Romania, and Bulgaria. In 2000, Deutsche Telekom acquired a majority stake in Hungary’s Magyar Telekom Telecommunications that gave it indirect control of telecom companies in Skopje and Montenegro. In 2001, Deutsche Telekom acquired a direct majority state in Croatia’s Hrvatski Telekom. We have created a private monopolist in Balkans and the workers and customers in these countries will be negatively affected.
  This is also a very serious problem for the security of Greece, which is surrounded by so many enemies.
  


Lately, Electricite de France SA submitted a bid for British Energy Group PLC, making it the frontrunner to buy the U.K. nuclear-power-plant operator,
 which was valued at £7.25 billion ($14.16 billion). This British utility company was 35%-owned by the U.K. government and was put up for sale in March 2008. Other companies that were expected to submit some kind of offer for this British Energy included Germany’s RWE AG and Spain’s Iberdrola SA.
 Also, France Telecom SA made a $42 billion takeover offer for TeliaSonera AB, the Swedish phone company, but TeliaSonera rejected France Telecom’s cash-and-stock offer.
 Deutsche Bank reached a deal to buy a nearly 30% stake in Deutsche Post’s banking unit for $3.89 billion.
 In March 2009, the Greek government succeeded to privatize the Greek airline carrier Olympic Airways
 by selling it to Marfin Egnatia (MIG)
 for €177.2 million. In a few days European Commission (EU) gave the approval of this privatization and the ratification took place from the Privatization Committee of the Greek government. The new owner, Andreas Vgenopoulos, said that he will spend €100 million to buy new airplanes and was thinking to collaborate with Iberia, he kept the existing personnel of the carrier and he started accepting applications for new hiring of employees.
 Also, Russian oil firm Surgut bought a 21% stake in Hungarian national energy company MOL for $1.9 billion.
 But, Chicago canceled a deal to privatize Midway airport after the winning consortium failed to line up funding.


In addition, as Stiglitz (2002, pp. 54-58) has stressed from his work experience in government and international organizations, the IMF and the World Bank [even the EU] have approached the privatization issue from a narrow ideological perspective (privatization was to be pursued rapidly). Also, scorecards were kept for the countries making the transition from public to private ownership (from communism to the market economy, actually, to globalization).
 Those who privatized faster were given the high marks. Through these pressures, privatization often did not bring the benefits that were promised. “The problems that arose from these failures have created antipathy to the very idea of privatization.”
  The IMF, EU, and other international institutions assume that markets arise quickly to meet every need, but in fact, many government activities arise because free markets have failed to provide essential services.
 This is obvious everywhere outside the United States. Economists and political advisors, who have studied in U.S. universities, try to impose the same theories on their countries, but, these do not work because the structure of the economies, the culture, and the needs of the citizens are different, there. The private financial markets are also very risky and they have a negative effect on individuals’ lives; for this reason a healthy public system must exist (like, the Social Security, the Unemployment Insurance, a National Mortgage Association, a Student Loan Supplier, etc). Eliminating the government enterprises may cause security problems (i.e., utilities, telephone, education, etc.), unemployment, and other types of suffering to the citizens, especially with the creation of private monopolies. Drogalis (2008) criticizes the American social welfare system comparing it with Aristotle’s social welfare one. The same can be said for the European Union, which follows the U.S.A. (a general servile imperialism). Aristotle recommended that the state must gather together all “excess revenue” into a fund and distribute this wealth through block grants “sufficient for the purchase of a plot of land” or “enough to start men in commerce or agriculture” (1320a 39-46). Today, we take away all the wealth from the state (from the tax payers-citizens) with privatizations. Thus, we destroy the public wealth of the future generations.
The authorities believe (have been persuaded by some special-interest groups) that it is important to privatize quickly and deal with the issues of competition, regulation, and loss of national wealth, later. Of course, privatizing a public monopoly might increase efficiency and can yield some revenue to the government; but, the IMF and EU focus only on macroeconomic issues, such as the size of the national debt and government’s deficit (60% and 3% of the GDP) according to Maastricht criteria, than on structural issues, such as efficiency and competitiveness of the industry, selling the public enterprises at a correct market price,
 morality and work ethics, incentives, employment, and indigenous value system. These new private monopolies will be more efficient in production than the government, but they will be more efficient in exploiting their monopoly power, too; employees and consumers will suffer. Privatization has a drastic impact on employment and this is the major argument against privatization and its social cost. There is truth on this issue and from the other side; the low productivity of the public sector (which is very unethical from the side of employees).These unproductive employees cannot be promoted, their salaries should be low, and they might lose their jobs, too. But, the profit of this new private firm is going to come from trimming the payroll and eliminating the permanent jobs to its workers. Economists, as social scientists, have to focus on overall efficiency (for the entire society) and not on specific firm’s one. There are enormous social costs associated with unemployment and security costs associated with the foreign ownership of these new private firms, for which they do not care because their objective is different than the government’s one. “Privatization often destroys jobs rather than creating new ones.”
 Privatization,
 outsourcing, the moving of firms in countries with lower cost of production, and the illegal migration are some causes of high unemployment in Greece and in the entire EU.

Furthermore, there can be a large social cost of unemployment (especially with the socialist and communist parties that exist in EU country-members), manifested by urban violence, increased crime, social and political unrest,
 reduction in wages, and employment of illegal immigrants because they are the only ones, who can accept a low pay job (reverse discrimination). Also, widespread anxiety exists even among workers, who have managed under pressure to keep their jobs, a broader sense of alienation floats in the air; additional financial burdens on family members, who manage to remain employed or receiving a low pension are appearing, the withdrawal of children from private schools because the parents cannot afford the high tuitions is following, and the tremendous financial distress and high probability of bankruptcy among households are, now, a fact. The cost of unemployment is huge for the unemployed person, his family, the financial market, and the entire society (by losing the skills of these people), and definitely, cannot be covered with some unemployment insurance. Their children without the appropriate education would be future unemployed citizens, too. The social cost is even higher when a public enterprise is sold to foreigners. Foreign owners feel only one obligation towards their shareholders (this is the only pressure from the market to maximize their market value by reducing costs) and less of an obligation towards the social policy of the host country (its social welfare). Their decisions are not based on patriotism or on any other social values; their “values” are greed, fear, corruption, exploitation, etc. 

Every citizen in a country must care about high rates of unemployment, even when he himself is not unemployed. High general unemployment (the worst deficiency of the free market) reduces individual welfare by increasing social cost on the rest of the population. A high rate of general unemployment has negative effects on the population as a whole because of social effects, like higher crime rates, the imposition of higher taxes to finance increased welfare spending. Also, it increases the income inequality within the society, it affects people’s well-being by reducing their sense of personal economic security, it depresses wages increases their actual or perceived risk of job loss and unemployment. Then, unemployment creates general negative externalities and externalities arising from changes in individuals’ perceived economic risks. All these have a negative effect on the social welfare. The number one objective of public policy must be full employment (
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Undoubtedly, it is important to increase productivity, efficiency, and welfare, but if this can be done with restructuring of state enterprises, there is no need for privatization. Public sector employment, especially of white-collar workers, is always excessive. Moving people from low-productivity jobs in state enterprises to unemployment does not increase a country’s income, and it certainty does not increase the welfare of its citizens. The moral is simple in economics and in our lives: “Moderation is the best solution”;
 and human beings are very complex entities (persons) and not only a primitive economic being. Then, privatization needs to be part of a more comprehensive program and not because the suspicious IMF and the distrustful EU say so, which entails creating jobs in tandem with the inevitable job destruction that privatization often entails; but, if there are national security issues, privatization must be avoided, independently what the “experts” or the “globalists” are saying and the ignorant politicians are carrying it out. As many believe lately, globalization and technology have increased income inequality around the world.
 It is apparent to everyone that the performance of public enterprises has been far from satisfactory and they suffered sustained losses and were a major burden on the government budget, which is a serious ethical issue of our self-interest societies, today.

Unfortunately, the most serious concern with privatization, as it has so often been practiced, is corruption, due to the corrupted participants (politicians and public servants). The rhetoric of market fundamentalism asserts that privatization would reduce what economists call the “rent-seeking” activity of government officials who either skim off the profits of government enterprises or award contracts and jobs to their friends or to those who pay higher commission. But also, privatization is jokingly referred to as “briberization”. If a government is corrupt,
 there is very little evidence that privatization will solve the problem. After all, the same corrupt government that mismanaged the public firm will also handle the privatization; this might be a reason that the offshore banking is doing very well and Switzerland is prospered. These governments, by selling a government enterprise at below market price, they could get a significant chunk of the asset value for themselves rather than leaving it for subsequent officeholders. Competition among current and future politicians and parties has increased unfair privatization. “Not surprisingly, the rigged privatization process was designed to maximize the amount government ministers could appropriate for themselves, not the amount that would accrue to the government’s treasury, let alone the overall efficiency of the economy. Indeed, sometimes [privatization] was associated with decline [growth] and proved to be a powerful force for undermining confidence in democratic and market institutions.”
       

On the other hand, the European financial markets are inefficient, too. New rules to cut hassle, expense of trades in EU started from October 30, 2007. They would eliminate many of the barriers within the EU.
 These new rules would open the way for European financial firms to compete with one another, force them to get the best prices for their customers and outlaw national financial-exchange monopolies. Despite years of efforts to create a common market, investing across borders in Europe remains an unachievable goal.
 The expectations are that the cost of trading stocks in Europe could fall by as much as 25% within a year, and investors will get more choice in financial services. Of course, services represent almost 60% of the value added of the EU economy and cover a vast spread of economic activities, from banks and insurance to data processing and management consultancy, to transport and tourism, and to legal and educational services. They play an increasingly large part in the economy and employment of the EU.
 This is a major disadvantage for the EU economies because the service sector is very vulnerable to business cycles; agriculture and manufacture are much more important and stable sectors.
Privatization has been imposed by some (neo-liberal entities), who believe that it might increase efficiency of the public sector, but it has contributed further to the weakening of the public sector, since public assets have been sold at very low prices that did not even compensate for the loss of future revenue from these companies. Alexiou (2003, p. 26) says that, “the contractionary nature of the policies imposed upon the EU member states, to arguably facilitate their transition into the monetary union appear to, at least in the short run, have created an economic environment that is far from conducive to employment creation. Lack of strategies that target real, rather than nominal variables, permeates current economic policy as this is run by the think-tanks of an independent European Central Bank and its affiliated institutions.” Studies by Kay and Thompson (1986) and Wortzel and Wortzel (1989) suggested that privatizations did not promote economic efficiency, only governments have raised significant revenues through the sale of SOEs. Sappington and Stiglitz (1987) addressed issues related to state versus private ownership and they favored state ownership, together with many other studies. Bhaskar and Khan (1995) in a study of the Jute industry in Bangladesh found that privatization had a large and significant negative effect on the employment of white-collar workers, while the reduction in output is not statistically significant. Parker (1999) reviews privatization in each of the member states of the EU, identifies the differences in the levels of privatization activity, and explains that privatization may not lead to efficiency, but to redistribution of income and economic power. Morgen (2001) says that devolution and privatization have marked the neoliberal agenda of downsizing the state and minimizing its role in regulating and ameliorating the operation of the market.
 Becker (2007) deals with privatization of water and waste public firms in EU and does not expect full privatization of these monopolistic companies. Editors Freixas, Hartmann, and Mayer (2008) provide a variety of articles on developments in European financial markets and institutions and some of them are referred to privatization [i.e., Degeorge and Maug (2008, pp. 223-224)]. Luechinger, Meier, and Stutzer (2008) say that high general unemployment reduces individual welfare even for people who are still employed and the public sector attracts more risk-averse individuals than does the private sector. Kallianiotis (2009) says that the vast privatizations have caused huge social welfare losses. Kallianiotis and Dragone (2009) said that privatization in EU has become the only trend the last years, even though that has been economically and political disruptive. Then, excess privatization causes serious social welfare problems to our societies.

II. The Single Financial Market in Europe


The objective of EU is to reach a political integration, not only an economic union, and the evolutionary process will keep developing with new periodic amendment of the existing treaties and the new constitution.
 Unfortunately for European citizens, European integration and even the global one (globalization=one world, one government, one currency, etc.) is a process without an end, as it is clearly stated in the Treaty on European Union (Preamble and art. 1). It aims at an “ever closer union among the peoples of Europe”.
 The European financial sector has been experiencing several major developments as, deregulation, the introduction of the euro, the internationalization of the financial markets, disintermediation, and rapid technological change, thus it needs more public offerings, which is intensified with privatizations. Of course, the current debt crises (in the GIPSI nations)
 have delayed some of their plans.

Most European countries have been liberalizing their financial services sector since the mid-1960s and accelerated in the 1980s and 1990s. At the same time, European countries have progressively opened their financial markets to foreign competition. The Second banking Coordination Directive (implemented on January 1, 1993) introduced the single banking license, which allows credit institutions to establish branches or to supply cross-border services to all European Economic Area countries without prior approval from the authorities of a particular country.
 In some countries, government ownership had prevented liberalization for a long time, although over the past few years there have clearly been improvements with all these privatization.
 

Disintermediation has had an impact on the European financial sector, too. The introduction of euro has stimulated the internationalization of the capital markets and made these markets deeper, more liquid, and extremely riskier than the previously existing regulated national capital markets (mostly, trading government securities and a few private bonds and stocks). Then, came the systemic risk (the entire market system risk),
 which affected every single economy. This trend has forced banks to reassess their position in the market (because they have lost revenue from interest income). Another development, which has caused the number one post-integration problem in EU, the persistent unemployment, is technology. Banks began to reduce the costs of their information processing capabilities by replacing paper- and labor-intensive operations with computers and network technology. 

With the start of European monetary unification, oversight of the EU’s monetary policy has been assigned to the ECB.
 Operational supervision is left to the national bodies of the individual EU member states; but, the monetary policy is pursued by the ECB. Also, many countries have separate regulatory bodies that supervise different types of financial institutions.
 Today, with the globalization of the financial system, systematic risk has also been global (systemic) and the domino effect is a worldwide one. Internet banks are not bound by national borders and are not subject to EU banking legislation, but they provide services and sell products throughout the Union. The lack of national borders in EU has complicated the supervision and the Internet banks have raised the question of whether a national regulatory authority can conduct bank supervision to protect consumers and the entire economy from the greediness and riskiness of our current financial markets. Further, financial conglomerates are regulated by a multitude of home-country supervisors.
 Conglomeration could also provoke moral hazard behavior in the form of supervisory arbitrage, as institutions move certain activities to parts of the organization that are subject to less rigorous supervision. 

Financial services, banks, insurance companies, and stock exchanges
 are particularly important, as they constitute a vast market and are indispensable activities for the proper functioning of the other economic sectors. Efficient, uncorrupted, regulated, and transparent financial markets foster growth, riskless return, and employment by better allocation of capital and reducing its cost. A single authorization system enables a company with its registered office in a Union member nation to open branches and operate services in all the member nations without the need for authorization procedures in each country.
 Community law on stock exchanges and other securities markets is directed towards widening the range of investments at the Union level while protecting investors. 


The conditions for the admission of securities to official stock exchange listing are coordinated and the single market in securities is a reality.
 Investment services in the securities field can be freely conducted, although monitored, throughout the EU financial area. An investment firm in any member state can carry out its activities anywhere in the EU on the basis of a single authorization (called a “European passport”) issued by the member state of origin. Prudential supervision, based on uniform rules, is carried out by the authorities of the home member nation, but in cooperation with the authorities of the host member nation. Investment firms have the right of access to all the regulated markets in the EU. 


The equity capital of investment firms and credit institutions must be adequate to safeguard market stability, guarantee an identical level of protection against bankruptcy to investors throughout the EU and to ensure fair competition between banks, which are subject to specific prudential provisions, and to investment societies on the securities market. In order to fulfill these objectives, a Directive
 lays down minimum initial capital requirements and sets the equity capital, which must permanently be held in order to cover position, settlement, exchange and interest rate risks. All member nations must provide for minimum compensation for investors in the event of the failure of an investment firm, authorized to provide services throughout the Union. A directive
 is also setting up common rules for collateral pledged to payment and securities settlement systems aims to limit credit risk and improve the functioning and stability of the European financial markets. Further, another directive prohibits insider dealing and market manipulation (market abuse).
  But, the recent debt crisis, which was the consequence of the U.S. financial crisis, proved that all these directives were inadequate to shield the domestic financial markets from the attacks of greedy speculators and the oppressive rating firms.


Further, freedom of capital movement is another essential element for the proper functioning of the large heterogeneous European internal markets. The liberalization of payment transactions is a vital complement to the free movement of goods, services, and labor. Borrowers must be able to obtain capital where it is cheapest (lowest cost) and best tailored to their needs, while investors and suppliers of capital must be able to offer their resources on the market, where there is the greatest interest (return) and the lowest risk.
 A 1988 directive ensured the full liberalization of capital movements.
 Also, Article 56 of the EC Treaty declares that all restrictions on the movement of capital between member nations and between member nations and third countries are prohibited. Of course, this capital mobility caused serious capital outflows from countries of high risk, during the latest debt crisis, and their crisis became deeper, by reducing the liquidity and increasing the risk of default of their financial institutions.

Ultimately, on the basis of these provisions and of those liberalizing banking, stock exchange and insurance services, the Union financial market has been completely liberalized since January 1, 1993. European businesses and individuals have access to the full range of options available in the member nations regarding banking services, mortgage loans, securities, and insurance. Lately, firms plunged into lucrative but perilous new markets without thoroughly understanding the pit-falls (hybrid instruments, toxic assets, etc., i.e., credit-default swaps).
 The sheer complexity of the financial products and the enormous deregulation
 made it impossible to fully calculate their risk. And firms put too much faith in computer models to assess dangers.
 We cannot replace intellectual human beings with stupid machines!

The current global financial crisis has caused serious problems to all EU country-members financial markets. After the most serious breakdown in eight years on Monday, September 9, 2008 for 7 hours, the London Stock Exchange faced a difficult task. It had to convince traders and investors that it will not happen again.
 Also, Russia’s stock markets slumped to their lowest levels (on Tuesday, September 9, 2008, the RTS fell -7.5% to 1,395.11 and year-to-date was down -39%) in more than two years as falling oil prices and geopolitical tension sapped confidence.
 In addition, a top European Central Bank policy maker said global central banks should coordinate further to ensure banks have easy access to funds during a crisis.
  The unemployment in EU is a double digit one and in some regions, it is from 25%-40%.
 World-wide, stock valuations, at the end of October 2008, have fallen to a level roughly equivalent to the one that prevailed during the 1970s, according to Citigroup. As of October 30, 2008, global stocks were trading at roughly 10.3 times their earnings for the previous 12 months, even lower than the average of 11.4 through the 1970s.
 In February and beginning of March 2009, the stock prices reached their lowest value around the world and Europe’s Dow Jones Stoxx 600 Falls to 6-year low.
 

The recent financial crisis has dramatically altered the landscape for private equity;
 particularly in the buyout sector (investors have lost their confidence). Leverage is less available and less attractive as a financing source for transactions because of its abuse for so many years.
 Financial institutions have reacted to this tremendous stress on their balance sheets by tightening terms, raising prices, and reducing the availability of credit. Economies cannot depend only on debt anymore. Private equity firms and especially investment banks have abused their power for so many years, their executives are paid with salaries, which are equal to the GDP of a small nation,
 there is no disclosing of their actions, they are no regulated, and the results are their contribution to this financial crisis that the citizens (the government) have to bail them out. Skilled operating management of portfolio companies is very skeptical if they will continue to invest in private equity. Further, the IPO market, which has not had an offering since early August 2008, has largely been written off by investors for the remainder of 2008.
    


Many portfolio investors, hedge fund, and other private equity fund (pension, etc.) continue to invest in distressed securities and the financial crisis will continue its cycles. People have lost their contributions to private pensions, which have been invested in our risky financial assets. Investors have to show, after this unique experience, greater risk aversion. Endowment funds have experienced huge losses, too.
  Currently, lenders are more worried about the state of the economy (the Euro-zone growth was close to 0% and the U.S. -0.3% in the 3rd quarter of 2008) and the prospect of rising defaults. In the first quarter of 2009, the growth was -1.7% in EMU and -6.14% in the U.S.
 Now, (2011:Q2) the growth in Euro-zone was +0.2% and in the U.S.A. +1.3%.
 The financial industry continues to need considerable infusions of new capital and the ECB and the Fed tried to satisfy this demand, but inflation is expected eagerly by all participants, when the unemployment will fall to single figure. Infrastructures
 are deteriorated and they need long-term capital (pension funds), but individuals must understand the adverse market conditions of our economies, which do not produce the goods that we need and do not generate the necessary national income, so they do not save anything for future investments. Then, it is necessary, the structure of our economy to change (to be revised). 


After all these turmoils, the “cursed” globalization continues. Private equity firms will continue to explore new opportunities in Europe and the other developing countries. The European market is much more complex and differentiated by region and country. The regulatory environment varies considerably by country, with the U.K. generally favoring industry self-regulation (supporting the U.S. position) and countries, which are pro social welfare for their citizens, favoring more government regulation. If China and Japan will stop to be world-class global suppliers of capital, where will the west turn for capital inflows?
 It is required a strong culture of ethics in our financial market, but money is corrupting even the most ethical person. Then, strong regulations are needed and severe and immediate consequences for policy violations must be applied to everyone who is accountable. 

Hopefully, the offshore private banking services have to abandon their secrecy, which protects tax evasion and criminals around the world. The U.S. government sued UBS AG, Switzerland’s largest bank, trying to force disclosure of the identities of as many as 52,000 U.S. citizens with secret Swiss accounts (which might be over $14.8 billion in the mid-2000s). These people do not report their income earned in those accounts and they do not pay U.S. income taxes.
 UBS said in a court filing it would be violating Swiss law if it complied with a U.S. demand for the names on these 52,000 private accounts.
 We have to do something as moral and ethical democracies for these white collar criminals and those pseudo-neutral corrupted and unethical nations.

Finally, after the current bad experience from this global financial crisis (which is not over yet) and the worst recession after the Great Depression, and as enlargement and integration is expected to continue in Europe, and as the globalization and complexity of the financial system increase, cross-border and cross-sectoral cooperation among supervisory authorities, as well as greater harmonization and standardization of regulatory rules (of course, every country must have its own national supervisors in terms of resources, culture, legal interpretations, and social objectives of the nation), will be essential to prevent future crises and protect the real sector of the economy from the greedy, corrupted, and risk-seeking financial markets. Further integration and centralization of supervision across national borders and financial sectors is not desirable because of the distinctions that exist among sovereign countries. The activities, risks, and structure of the socio-economic system involved in each financial sector of the country-members are very different and require different types of supervision from the authorities of the nation, which know the unique indigenous culture and needs of the country.
  The regulators must be the European Central Bank, the European Union, and the national authorities; three different organizations and not one giant, to conduct non-bureaucratic and focused practices that would prove to be fast and effective in reducing systemic risks.
 The economies need exactly the opposite of what the free-market system is offering so far, they need financial stability, job security, consumer protection, market integrity, and social justice.          
III. Privatization, Denationalization, Individuals’ Utility, and Social Welfare
(i) Preamble

The term “privatization” has been introduced in 1930s and denotes the process of transferring ownership of state-owned enterprises (SOEs) from the public sector (government) to the private sector (business) making those private-owned enterprises (POEs). This can involve the denationalization
 of this enterprise or industry as well as allowing the private sector to provide what had been considered government (public) services. Privatization, then, refers to transfer not only the assets, but also any government function to the private sector including governmental functions like, revenue collection, law enforcement, and others. Also, privatization has been used to describe the buyout of the majority or all shares of a public corporation; privatizing a publicly traded stock. Investors, who will invest in these securities, will have an increase in their utility, but the effect on social welfare is questionable.

Privatization can take place through selling of shares on the stock market, share issue privatization (SIP) or by selling the entire enterprise or part of it to a strategic investor through the auction process, asset sale privatization (ASP) or the shares of ownership are distributed to all citizens (free or at a very low price), voucher privatization (VP). The SIP type is the most common and can broaden and deepen domestic capital markets, increase investment opportunities, and potentially economic growth, but there is risk involved, too. It can be difficult to find enough buyers, so prices can be low (or underpriced, due to financial crisis), capital gains and government revenue insignificant, and transaction costs very high. ASP is more common in developing countries and VP has mainly been used in the former socialist economies during their transition (Poland, the Czech Republic, Slovakia, and Russia). Share or asset sale privatizations are more beneficial to the government because bidders compete and offer higher price, which create more revenue for the government, if the financial assets are overvalued. Voucher privatizations create a sense of participation and inclusion of all citizens. There were many privatizations the last years (more than 1,800 transactions from 2000-2008) in EU,
 as Table 1 (in Appendix) shows and these phenomena will continue until they will sell every asset, which belong to the public (citizens). Greece is forced by Troika to generate €50 billion from selling off every public enterprise and public real assets (structures and land, even archaeological monuments). In addition, Table 2 (in Appendix) gives the investment in projects of four different sectors (Energy, Telecom, Transport, and Water and Sewerage) from 1990 to 2006, which reached a total of $206.521 billion. Further, data and their analysis are very important to make some inferences for the effects of privatization. Table 3 (in Appendix) depicts the 1998 market value, sales and profits of the largest publicly-traded privatized companies in Europe and Table 4 (in Appendix) shows the largest share offerings. Privatization slowed as the global financial crisis took hold and as political difficulties continued. But, at the same time, some nationalizations were expected in the wake of the crisis. Preliminary results for 2009 show a slight uptick in privatization value, as markets began to stabilize and as growing budget deficits led to new pressures for privatizations.

(ii) A Theoretical Social Welfare Criterion
The expected objectives and possible effects and benefits (SB) of privatization are the ones depicted in Graph 1 bellow, but there is a tremendous social cost or losses (SC) accompanying all these outcomes. The question is, here, are the social benefits of privatization exceeding its social costs (SB>SC)? The answer is obvious by observing the reaction and opposition of all citizens, except of the international organizations and some liberal bureaucrats, who have some highly paid secured jobs and are ignorant of what is the ultimate social objective of a sovereign nation and its citizens. Public sector employees and private ones differ fundamentally in their acceptance of risk and they are exposure dissimilarly to economic shocks.
 Public sector employees enjoy extended dismissal protection and work in enterprises that very rarely go bankrupt. Thus, these workers face a reduced risk of losing their jobs, in comparison with employees in the private sector. For this reason, their compensation is lower than those who work in private businesses.
The evaluation of privatization must be from the point of view of the society’s well-being and not from the profit maximization one of multinational firms. The total welfare of a country (given the factor endowments and the state of the economy) must be improved continuously.
 General concerns about the state of the economy or anxiety about crime rate or high risk or job losses are affecting negatively the social welfare. Also, the measurement of social welfare (SW or W) requires some ethical and country-specific standards, which involve internal and eternal value judgments.
 As a welfare criterion can be the growth of the wealth of the society (nation’s GNP), which increases employment (
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 This point is where the marginal benefits of privatization (
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Note: T=taxes, G=government spending, u=unemployment rate, BD=budget deficit, ND=national debt, S=saving, and I=investment.

   
The social welfare function can be written as follows,

Optimize 
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where, SW or W = social welfare, 
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 is the optimal level of privatization in the country, where the SW is maximized. The condition of optimization is: 
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, the SBs are high, due to efficiency of the private firms, higher productivity, more output, high profitability, higher revenue for the governments (T), lower deficits, increase in government spending, liquidity in capital markets, and innovations. But the SC is high, too, because unemployment is high, reduction in public wealth, dependency on foreign capital and markets, private monopolists, higher prices, high risk, high bail out cost, social inequality, and redistribution of income (from domestic earners to foreigners).    


The optimality conditions are:

(1) Efficient consumption
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(2) Efficient production
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(3) Efficient Product-mix
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(4) Optimal investment
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(5) Social justice
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(6) Social wealth
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With these 6 equations and 9 constraints, we can solve for the 15 unknowns. The unknowns are: 
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The above social welfare function [eq. (1)] must rise and this can happen only with individuals’ happiness (utility). But, after a point, where the SC is increasing drastically, compared to the SB, the SW is falling. Our objective for this privatization is to reach a position where we will make the groups of individuals i, j, and u happier, without making anyone less happy. This will be an efficient social state.
  An appropriate factor ownership is necessary for any sovereign nation by keeping the SC at a minimum. The distribution of factor ownership must be such that each citizen, who is risk-averse, can buy the consumption bundle (and has the satisfaction that his country maximizes national wealth) with the income that his factor ownership generate to him and have some savings (that will be invested) in an environment that social and economic distress are at a very low level, which corresponds to the welfare-maximizing configuration of the national economy.

Undoubtedly, incentives are necessary for the public enterprises; but an uncorrupted, efficient, and acting in favor of the country government is imperative. Rewards to people, who work (have high productivity) and the opposite for the others are important. A wage differential must exist to public firms, too, but not a discrepancy of hundred of million of dollars, as it happen to the unfair private firms.
 This will ensure reasonable utilization of labor and increase in productivity and efficiency. Public employees must be socially responsible and maintain a social discipline with education and continuous attempt for moral and ethical uplift. If state-owned enterprises make people feel happier, with the same consumption bundle and income, it is, other things being equal, preferable and promotes national security, self-sufficiency, independence, sovereignty, and social welfare. People working in the public sector are affected less strongly by general economic shocks than are people working in the private sector and their well-being is less sensitive to fluctuations in unemployment rates.
 Of course, the public sector attracts more risk-averse individuals than does the private sector. With a relatively large and efficient public sector, the country’s risk is lower and the social welfare is higher.
Economic liberals claim that society is better off when allocation is done by the “dirty” speculators in the unregulated “free-markets”, rather than by the exercise of a mixed power (political, social, economic, ethical, cultural, traditional, and others) to all citizens and markets. The negative results of globalization are already obvious from now to the entire world. Sovereign nations must undertake actions, which can be justified either on efficiency grounds, on equity grounds, and on cultural peculiarities,
 if the dark powers allow it to happen. The utilities of the citizens are interdependent and the social welfare function incorporates an ethical valuation of all citizens’ individual utility functions, for this reason homogeneity plays a major role in nations’ continuity. Leaders and scientists are responsible to determine the welfare-maximizing state (the “point of bliss”, a state of perfection) for the entire society. We cannot provoke or scandalize or underrate any person in our society. Political leaders must refurbish their old power.
  

(iii) Public Enterprises and Private Firms: Pros and Cons of Privatization


The objective function of a public enterprise is completely different from that of a private firm. Thus, the main effect of privatization is the drastic change of the objective function of the SOE (public firm), when it is privatized. Public enterprises’ objective is social prosperity:
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Subject to 
National Constraints
where, 
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On the contrary, private firms (POEs) are concerned mainly about profits:
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Subject to

 Social Constraints
where, 
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Private businesses are producing where marginal cost equals to marginal revenue (
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); actually, the private giant multinational firm is becoming a monopolist, with the lowest output and higher prices compared to the public one [eq. (15)]. Their first concern is the reduction of the labor cost, the increase in earnings by engaging in risky investment, the determination of CEOs’ pay by themselves, and the maximization of the market price of their stocks. For this reason privatization has a large negative effect on white-collar employment, clerical as well as managerial because they have high wages. Liquidity in financial market will increase together with the inequality in salaries between the executives (counting in hundred of millions per annum) and the other employees (a few thousands per annum).
Public enterprises are more concerned about employment, which increases social welfare of the country. Then, the objective function of a publicly owned enterprise is more complex and broader [eq. (14)]. We assume that public firms are concerned first, about employment and second about revenue for the government. The standard explanation for the public sector’s concern for employment can be a “welfarist”
 one (the public sector seeks to maximize social prosperity and consequently, social welfare). With widespread prevalence of unemployment in EU, after its integration and the uncontrolled inflows of illegal migration,
 a welfare-maximizing public-sector should push employment beyond the point, where the marginal cost equals marginal revenue. For this reason, output in public firms would also be greater than in private ones (
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). Further, excessive public sector employment could arise for another reason. The public sector might be used by politicians in order to create jobs in response to political pressure. This phenomenon is well spread in all over Europe and is called “clientelism”. Also, public enterprises can be used by politicians to employ their voters and their family members; then, the reason is “canvassing”. Finally, another explanation can be “sociological” and complementary to the clientelist and canvassing explanations, which is also political. This is a motivation of public sector managers in the determination of a pattern of excess employment. These managers create jobs for those to whom they are tied by kinship or social bonds.
 Of course, the above practices caused serious inefficiency and budgetary problems to EU nations.   

Aristotle’s social welfare plan had some secondary goals that served the ultimate goal.
 They were the stability of the democratic state (that we do today through enforcement, police, secret services, spying, and terrorizing the citizens) and the fulfillment of the state’s ends, liberty and equality. Also, Aristotle’s land distribution plan brought about a kind of parity between the rich and the poor. Today the chasm between these two groups is widening and the middle-class is in extinction (wiping out).
 The government should privatize only its most inefficient, heavily subsidized, and those that are not part of the national security of the country firms and also, the least likely to upset political and social interest groups, ones. The nation must have high cohesion, solidarity, and patriotism among all stakeholders and preserve it for the benefits of all citizens and for its national defense, especially today with all these external pressures. Of course, to maintain SOEs ownership in domestic private hands, it will be preferable relative to sell them to foreign bidders (alienation of public wealth). 


Further, the government has to intervene in all sectors and by using effective policies must make the market work more efficiently for the entire country. The social and economic policies must constrain the aggressive and unfair market behavior and produce socially acceptable results for all citizens. Governments must control efficiently all the social interest firms and there are many activities that fall into the government domain (“public goods”). These activities must be: national defense, public safety, public utilities (electricity, gas, water, telephone), public transportation (airlines, railways, etc.), public parks, the survival of endangered species, health care, postal services, agricultural banks, defense-related manufacturing, and certain strategic industries, economic infrastructure (electric power, water supply systems, sewage systems, telecommunications, rail lines, roads, tunnels, bridges, canals, seaports, airports and air traffic control system), some hospitals and schools, security services, and the criminal justice system.

It is well known, historically, that public goods cannot be provided by the free market. The value of these goods is hard to identify and to allocate among beneficiaries, who will enjoy them and will share their cost
 (through a fair and efficient tax system). The citizens need education, incentives, national conscience, social cohesion, resource users’ fees, ownership rights, low taxes, no property taxes (on first dwellings),
 social prosperity, and common paideia, which would make it clear in their own interests to maintain the resources on a sustainable basis and bequeath them, even improved, to their children (the future generations). The market is weak to allocate costs and benefits; but, a fair, just, honest, impartial, lawful, truthful, uncorrupted, and objective government intervention must allocate costs and benefits of shared public goods effectively. As it was mentioned above, in the Politics, Aristotle urged democratic states to pay attention to both the wealthy and the poor. Then, our nations, today, with their anti-social policies, cannot be democracies!
 Aristotle warned that “poverty is the cause of the defects of democracy”. (1320a 36-37). The current signs are proving this warning.

Privatization of industries with natural monopolies, such as a high-way,
 water supply, etc., could lead to abuse of monopoly power. Of course, improvement of efficiency is necessary and the government must be responsible to pursue this objective. Today, due to market-based solutions; resource allocation, economic growth, efficiency, increase in government revenue, technological changes, etc., their ownership has shifted towards the private one and unfortunately, at a dramatic speed, without taking into consideration the negative impact on the citizens, due to the high risk of the financial market, where the private sector has to comply to its orders. There are cases that private-sector activities can exist-alongside with the public ones and when there is a need to transfer some to the private sector, the government must continue to hold 51% of the equity (as Figure 1 is showing) and be in a position to control the firm.
 The state ought to control a range of core economic activities that have strong public-good characteristics, which were mentioned above. 

In summary; why governments are privatizing their public enterprises? Some of the reasons can be the followings:
(1) To raise revenue for the inefficient and in debt nation through sale proceeds (usually, they are sold at a very low price) or to stop the financial drain from the subsidies. This objective is politically controversial because the nations (its citizens) lose for ever a potential stream of earnings in favor of some current sale proceeds that will benefit temporarily the party in power. The government can make this state-owned enterprise efficient and stop gradually the subsidies and the hiring of excessive employees. As the time is passing, the EU is going against the subsidies.
 It gave them at the beginning to avoid the reaction from the European citizens, who were and are against the Union. Further, the Maastricht Treaty imposes a 3% budget deficit and member-nations have to sell all their public firms, even the national defense industry. Also, the EU wants to increase competition in the different industries by destroying national enterprises. The problem for Europe and Europeans is the European Union.

(2) To promote economic efficiency in the internal operations of these public enterprises. But is efficiency the objective of these enterprises or to serve the citizens of the country? A healthy government must impose efficiency to the entire public sector; otherwise it will be better to resign. We do not need inefficient governments anymore. Their corruption is known from the media and they are making headlines everyday.

(3)   To reduce government interference and political expediency, which create distortions in the economy. But the voters can correct these distortions by voting out these politicians, who are against their own country. This situation is common today and it is impossible to find an uncorrupted politician;
 then citizens try just to vote for the least bad ones. 

(4) To encourage competition and market-based discipline in these public enterprises. But, the country has to protect its industries, its labor force, its resources, its welfare, and its future. We must put the interest of the citizens first in priority and then, to consider the free market “values”. Actually, the free market is value-free, too. 

(5) To encourage wide share ownership among the general population through the financial market. But, this market is corrupted and very risky, too, so the allocation of capital is completely inefficient and very risky. The reach people are paying low interest rate and the poor very high (due to high risk premium).
 The proportion of population, which holds these securities is very limited, the return uncertain and the risk is increasing every day. From insiders and speculators, they are the only contributors to the profit function of these financial markets, today, and in the future they might collapse (already the financial distress, due to the current global crisis that they have caused, is very high and people are losing their hard working limited savings, which are invested for their retirements). 

(6) To respond effectively to globalization of industries and international consolidation. But, this trend leads to private monopolies and these ones are going to be worse than the public monopolies, without any control by any government. This current mania of privatization, forced by Troika, and the mergers and acquisitions will cause serious problems in the near future.
 Globalization is the worst economic system that has ever been conceived by any mind. This system will bring the globe to its end by reducing freedom (a heavenly gift), liberty, and social welfare to zero.

IV. Bonds, Equities, and Exchange Markets

As was mentioned above, there was a dominated privatization in EU country-members during the 1990s and 2000s. It was accounting for perhaps 60% of the cumulative total. This is indicative of governments’ interest in cultivating broad and deep equity markets believing, falsely, that they will be an important factor in the future economic growth, but their risk is increasing, daily and their future can be very uncertain and non-existent. There is a tremendous pressure for development of the international capital markets by investment bankers and all the market participants because this is the way to maximize their objective functions, but it could be against the investors’ interest.
 The current financial crisis was caused by the unregulated investment banks
 and their “innovations”, the toxic financial instruments.  


Lately, there was a gradual convergence of EU capital markets, which are becoming similar to Anglo-American style of capital market by moving away from the bank-based financial system. Countries are moving broadly from low risk bank-based (intermediation) to high risk capital market-based (disintermediation) system. Large firms moved rapidly to the capital-market model, thereby diversifying the nature and type of financing and governance within the corporate community even though it remains mainly bank-based for middle-level and small firms. Investors moved to stock and bond markets for investment and out from bank deposits, but in 2000 and 2007 with the drastic decline in the market, they lost all their wealth.
 


European stocks hit by sour mood in January 2008, as Table 5 (in Appendix) shows. They posted their steepest loss, lately, as more signs of slowing consumer spending, holdings of downgrading sovereign debt investments, and subprime-related write-downs continue to plague the market. Also, many global stock markets have noticeable year-to-date declines except China in 2007.
 During the 2008, the Chinese stock market is performing very badly, too.
 The financial crisis in 2008 is one of the seven major ones since the great depression,
 due to recession and high unemployment. Lately, after March 2009, the financial markets have started a timid ascent, but they are far bellow their October 2007 peak. On August 5, 2011, with the downgrading of the U.S. government bonds, the DJIA and the global financial markets experienced a tremendous volatility.
 This volatility continues up to now.
In EU, it is mostly, required the evolution of a large primary and secondary equity market, with major implications for corporate governance and for labor market or fiscal policy. Of course, there is high volatility, due to speculations and risks in the equity market and the future will be worse for this market. We cannot encourage the society to depend only on the risky stock market because we are responsible as economists (social scientists). Investment banks cause many problems, too, because they try to satisfy only their greedy objective (profit maximization), without caring for the society, where they operate and profit. Speculators, hedge funds,
 and the mortgage market
  have caused enormous risks in the capital markets. This sudden changes in European financial markets was not all succeeded, but the impact on the pace and market-orientation of industrial restructuring became a reality. Large blocks of shares in European companies reside in the hands of foreign institutions and individuals, in the absence of major domestic investors (pension funds, insurance companies, etc.), and if these foreigners will decide to diversify their portfolio, the European capital market will be affected negatively, as happened to South-East Asia in late 1990s.
 The prices of Euro-zone financial assets have declined drastically, lately. Yields and spreads over the U.S. Treasury bonds have increased in EU government bonds.

Regulators have to regulate the financial markets and ought to exercise corporate control, which must be an integral part of an efficient capital allocation process, without the corruption that we saw the last decade in the U.S. and the EU.
 The management consistently must act in the best interest of its shareholders and society. The equity market covered by the euro is becoming increasingly competitive, liquid, and transparent. The growing role of U.S. and U.K. institutional investors in European capital markets, seeking the kind of superior returns that may come with economic restructuring in the region is obvious and might reduce cost of capital, which will be beneficial for the entire EU, but unfortunately, the risk is growing, due to the current debt crisis and the continual recession.

As of March 1999, the global total of assets under management was estimated at close to $50 trillion, comprising some $9.5 trillion in pension fund assets, about $11 trillion in mutual fund assets, $7.6 trillion in fiduciary assets controlled by insurance companies, $14.4 trillion in onshore private client assets and perhaps $7.2 trillion in offshore assets of high net-worth clients. Currently, the market experiences extensive volatility. The pan-European Dow Jones Stoxx 600 Index has dropped (YTD change) -50.1% in 2008 (close at 182.13 on Friday, November 21, 2008).
 In 2009, it has gained +9.1% (closed at 214.80 on Thursday, June 11, 2009).
 Lately, it was having a loss of -13.9% for the last 52weeks (closed at 237.49 on August 12, 2011).
  Money managers do not expect a rally in European stocks until the credit crisis will end and the global economic growth will pick up, which will take more than three years (by Spring of 2012), if we will not go back to a double recession.


Also, the mutual fund industry
 in Europe was growing rapidly since 1975. At the end of 1999 there were more than 6,000 mutual funds (and over 4,500 equity mutual funds) available to the public. The average annual growth was in excess of 20% between 1975 and 1999, with almost $4 trillion of assets under management in the funds at the end of 1997.
 The last five years (2007-2011), their annualized return is 4.04%.
 In Europe, mutual funds were roughly evenly split between fixed-income (bonds) funds, money market funds, and equity funds, but there is a wide inter-country difference. The French market has been dominated by money market funds, while the British market is virtually monopolized by equity funds. Germany, Italy, and Spain are mostly investing in domestic fixed income funds.
 The main method of distribution of European mutual funds is through bank branches, in most of the countries, and in some others, split between bank branches and independent sales forces or advisers.


The major U.S. mutual fund companies such as Fidelity and Vanguard worked to penetrate the European bank-based distribution channels that had traditionally prevailed in most countries. The same was true by the U.S. broker-dealers like Merrill Lynch, Morgan Stanley Dean Witter, discounters such as Charles Schwab, and the Citigroup financial conglomerate were acting the same way.
 U.K. fund managers and insurance companies try to do the same thing on the continent, even as continental European banks and insurance companies strive to adapt their powerful distribution systems to more effective asset management and mutual fund marketing, and to sharpen their product range and investment performance. 


Competition among mutual funds is the most intense anywhere in the financial system. Despite clear warnings that past performance is no assurance of future results, a rise in the performance rankings often brings in a flood of new investments and management company revenues.
 In addition to promoting their performance, mutual fund companies and securities broker-dealers have aggressively added banking-type services such as checking and cash management accounts, credit cards and overdraft lines. Securities firms, meanwhile, have increased their mutual fund activity. Insurance companies have also considered the mutual fund business to be a strong candidate for strategic development. Banks, too, have pushed aggressively into the mutual fund business. These were the results of deregulation of the financial markets.

In the U.S., there are relatively, strict regulations for companies managing mutual funds sold to the public, and requirements for extensive disclosure of pertinent information. The Securities and Exchange Commission (SEC) is responsible for overseeing investment advisers with more than $25 million under management. State regulators are responsible for investment advisers dealing with smaller amounts. In contrast to the U.S., the rules governing the operation and distribution of mutual funds in Europe have traditionally been highly fragmented. Definitions of mutual funds varied from country to country, as did legal status and regulatory provisions. The stock mutual funds with a European focus had, in 2008, a negative return, (as the Table shows).


In EU, a directive governing the operation and sale of mutual funds [Undertakings for the Collective Investment of Transferable Securities (UCITS)] came into force on October 1, 1989 after 15 years of negotiation.
 It specifies general rules for the kinds of investments that are appropriate for mutual funds and how they should be sold. The regulatory requirements for fund management and certification are left to the home country of the fund management firm, while specific rules governing the adequacy of disclosure and selling practices are left to the respective host countries. Permissible investment vehicles include conventional equity and fixed-income securities, as well as high-performance “synthetic” funds based on futures and options not previously permitted in some financial centers such as London and others around Europe.


The European tax environment has been far more heterogeneous by comparison to U.S., with the power of tax authorities stopping at the national border (at the present, in many EU countries, tax rates are very high, trying to reduce their deficits) and widespread tax avoidance and evasion on the part of investors. In the light of intra-EU capital mobility, the euro and the UCITS initiative, of continuing interest has been the narrowing or elimination of intra-EU differentials in taxation of capital income and assets, and the establishment of a coherent tax environment that is considered very high and tries to resist to evasion, which is very common in some EU country-members.


In addition, in February 1989, the European Commission formally proposed a minimum 15% withholding tax (administered at source) on interest income from investments (bonds and bank deposits) by residents of other EU countries, as well as on Eurobonds and Euro-deposits. Member-nations were to be free to impose withholding taxes above the 15% floor. Also, exempted were countries that already applied equal or higher withholding taxes on interest income. European countries had tax collection systems, which considered relatively weak, in terms of enforcement, and for this reason tax evasion by professionals and businesses
 and money laundering is very common. Capital flight to low-tax environments outside the EU takes place, too. European Union has to reduce taxes, as a fiscal policy tool, to stimulate the economies that are in recession; so people can become more consequent with their obligations towards the government, which is considered, at the moment, as a great oppressor, with all these austerity measures.  

One of the largest pools of institutionally-managed assets in the world is associated with high net-worth individuals and families, generally grouped under the heading of “private banking”.  Total funds under management have been variously estimated at up to $25 trillion although the confidentiality aspect of private banking makes such estimates a little more than educated guesses.
 Of this total, perhaps $6 trillion is held offshore by private clients seeking to diversify asset exposures, avoid political and economic risk in their home countries, avoid or evade domestic taxation or obtain protection from financial disclosure under foreign sovereign jurisdiction (including concealment of gains from criminal activities).


Europe and Latin America appear to be overrepresented in offshore private client assets as against their respective shares of global private wealth, while North America appears to be underrepresented. The most of this offshore private wealth is in Switzerland (this destination indicates the disproportionate role of Switzerland in the global scene); it follows by Luxembourg, the U.K., and Liechtenstein.
 The amazing is that we are in the 21st century A.D. and our civilization reminds us the 1st century B.C. (the Roman Empire) with all these crimes, immorality, and their illegal money (proceeds) in offshore centers. It is obvious that not only millionaires and criminals, but politicians are also contributors to these illegal offshore financial assets and they do not want to be any control, to be regulated or to impose transparency on these accounts and on the institutions. What kind of (business) ethics is this? Where is our society going? 

Private clients’ asset management objectives must be liquidity, yield, security, tax-efficiency, confidentiality, and service level, but not illegality. The traditional European private banking client was concerned with wealth preservation in the face of antagonistic government policies and fickle asset markets. They may prefer gains to accrue in the form of capital appreciation rather than interest or dividend income. The probability of revolution, war, and expropriation is at a minimum in these offshore centers. Of course, a large segment of the private banking market remains highly security-conscious. These clients are prepared to trade off yield for stability, safety, and capital preservation (unfortunately, a lot of this money is illegal, too). Like everyone else, high net-worth clients are highly sensitive to taxation.
 International financial markets have traditionally provided plenty of tax-avoidance and tax-evasion opportunities. Secrecy is a major factor in private banking. The value of this “product” depends on the probability and consequences of disclosure, and is “priced” in the form of lower portfolio returns, higher fees, sub-optimum asset allocation or reduced liquidity as compared with portfolia not driven by confidentiality motives. Personal service is a way for asset managers to show their full commitment to clients accustomed to high levels of personal service in their daily lives.


On the assumption that the vast majority of funds managed by private banking vendors have not been accumulated illegally, the demand for financial secrecy in Europe relates mainly to matters of taxation and to transfer funds across borders. Traditional tax havens will sooner or later be eliminated under fiscal pressure from partner countries and EU member-nations will eventually harmonize rules regarding personal taxation and disclosure of tax information. Only Switzerland will remain as a European haven for tax evaders. If this is not an international conspiracy, what is it?  Now, with the enormous debt crisis in EU, it might be more pressure on these tax havens to have at least some more transparency. Of course, the problem is that regulators are corrupted (who is going to regulate the regulators?).


Various kinds of financial firms have emerged to perform asset-management functions, like commercial banks, savings banks, postal savings institutions, savings co-operatives, credit unions, securities firms (full-service firms and various kinds of specialists), insurance companies, finance companies, finance subsidiaries of industrial groups, mutual fund companies, financial advisers, and various others. Asset management itself depends heavily on portfolio management skills, as well as economies of scale, and capital investment and technology involved in back-office functions, some of which can be outsourced. The recent financial crisis has shown that risk-management is necessary for all financial firms and international diversification does not exist any more, due to globalization. Currently, due to the tremendous uncertainty in the financial markets, investors have a hard time managing their portfolia, for this reason gold has reached the amazing (a huge bubble) level of $1,892.60 per ounce.
   

The role of burgeoning European asset management industry, which grew enormously in the year 2000, and promoted disintermediation in an increasingly unified financial market is unlikely to differ much in character from what has occurred in the U.S., except that its pacing may be quite different under distinctly European tax, institutional and regulatory conditions. Of course, financial disintermediation is very risky and small investors cannot afford it. A bank certificate of deposit (CD) and other time deposits still generate a competitive return and their risk is zero, due to deposit insurance.

V. The Future of European Financial Markets

It seems that the capital market is becoming increasingly the major source of external financing for European corporations and governments (as it is in the U.S.), which is against the traditional, heavy continental European reliance on bank finance (long-term loans).
 The volatility of the financial market, today and its completely risky future will cause serious problems to corporations, which will be financed by bonds and equity. Already, it has caused serious problems to government treasuries.
 The pension funds invested in these financial assets have experienced serious losses and will have more problems in the future and thus, the private pensions will be as uncertain as the social security (the public ones). Individual investors will face serious problems, due to high risk and uncertain returns (tremendous capital losses). Then, the growth of the capital market is questionable, except if investors will have amnesia and regulators will be able to impose some regulations.

Demographic and structural pressures (because EU destroyed the villages and the agricultural sector and the lack of immigration laws has increased illegal migration, which does not pay taxes and contributions to social security and their income is sent back to their country of origin) in European national pension systems, they will require strong growth and low risk in dedicated financial asset pools to the pay-as-you-go social security system.
 The current social security system will become increasingly unsupportable fiscally, and alternative means of addressing the problem show themselves to be politically difficult or impossible to implement (i.e.,theperpetuatingsocialsecurityprobleminGreece,).
   By destroying the rural Europe and making all citizens laborers in big cities, they thought that they can control them easily, but many problems have arisen, which had not been considered before. What are they going to do with pension reforms, which are politically difficult? Troika and the financial crisis helped politicians to reduce pensions and increase the retirement age from 50 and 60 to 67 years old.  


Since the 18th century, when Europe became a secular and value neutral society,
 there have been philosophical arguments (intellectual debates based on the fallen human mind) about the two extreme economic systems, capitalism and communism and what are the roles of the private and public sectors. But, by leaving out the ultimate objective of human beings, all these arguments have failed and we can see it from the global chaos that these pseudo-philosophers have caused to the world and especially to the old, advanced, civilized, and educated Europe. Europe, as an old civilized continent (“the Christendom”), needs a moderate socio-economic system, which will maximize the well-being of every citizen. Extreme socio-political-economic systems have no place in the traditional, historic, and value oriented Europe. But, the controlled liberal EU does not have any hope to go back to any value oriented reforms of the financial markets. Its Euro-constitution (Treaty of Lisbon) is proving this argument and the downfall of the European values. The loss of sovereignty of the EU members-nations is, now, obvious.

Of course, by organizing the economies by means of central planning has failed, but without a loud noise, but recognizing the cumulative damage of this imposed system to the Orthodox Eastern European nations and Russia is impossible and difficult to be cured. Naively, they said that the alternative system, the “market-oriented” one will be the solution, but historically has shown its weakness and after its imposition on all nations (globalization), it will show its true values (its harsh face). Actually, it has fewer values than the command structure of the communist system.
 The market system can help the economy only if there are strong domestic governments, with laws, regulations, legal system, ethical and social justice philosophy that will care for the maximization of the welfare of their citizens, first (to lead their citizens to perfection). Otherwise, this free-market, value-free system will destroy humanity. 


The “invisible hand” guides the market, but who’s “hand” is this? Is this God’s “hand”? No! The answer is obvious to anyone because of the current corruption and crisis of this system. What well-being is this system improving? Of course, profitability, cost, competition, lack of regulation, and unethical and immoral behavior are leading our firms to produce their goods or services (an unceasingly economic war, due to an unfair competition), satisfying their objectives, acting against their consumers and customers, against their own labor force (workers), borrowing as much as they can because the interest on debt is tax deductible (subsidized by the citizens of the country), destroying the natural and other resources together with the environment, abusing the entire social system because of their economic power (money) and we (social scientists) say that this way, our market system become the “most efficient”. Do we know what are we talking about? Or are we just following the ignorance of the others? Governments have no power to control our “free markets”, their prices, interest rates, quality of products,
 destruction of the environment, and exploitation of humans. Educators, the same, even though that they know the truth because they receive the grants from business and they have to obey to them. The only people that like and support this unfair system are the corrupted executives because it allows them to determine their hundred of millions of dollars compensations by themselves.    

Under the euro, professional asset managers seeking sources of diversification across less than perfectly correlated exchange rates and interest rates will thus, have to look outside the region; while external investors will lose any comparable diversification gains that may have existed within the region before the introduction of euro and as globalization is proceeding, it will be difficult to diversify our portfolia and we might go back to intermediation.
 Then, the financial market will be in decline, due to its unbearable risk. The Euro-zone became a single market-risk and sovereign-risk “bucket” from the perspective of portfolio diversification. Since currency risk has been eliminated within the EMU region, the focus will be entirely on market risk, credit risk, and default risk of the issuer of the financial asset and of the nation, in which these businesses are operating. There are many mergers and acquisitions going on in Europe and all over the world to increase efficiency and economies of scale.
  


It is possible that the financial markets might become more fully integrated under the euro, but the social welfare of the citizens will continue to be different (segmented) in each member-nation. Another problem can be the large non-European fund management companies, which are becoming monopolistic, acting against the European ones. Tradition must be preserved in Europe and the banks should have the dominant role in the EU money and capital market (intermediaries). The degree of internal, external, and inter-sectoral competition in the financial industry is likely to promote market efficiency for the benefit of the end-users in managing discretionary household assets, pension funds, the wealth of high net-worth individuals, and other types of asset pools in Europe. But, the inside information and the corruption is so high to this market, especially for the new comers that the small investor will suffer tremendous losses and the employment and stability of the economies will be negatively affected. Efficient regulations are necessary for Europe and the international competition from wealthy Middle-East investors, China, and from the emerging markets ones will cause serious problems of wealth deprivation (transfer from the countries, which generate it to the countries that have the money to hold the financial assets). Europeans have to start increasing their savings rate from their disposable incomes (
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The EU member-nations are in recession for three years. The German GDP grew in the first quarter of 2011 by 1.3% and the second one by only 0.1%.
 On August 16, 2011, the German Chancellor Angela Merkel and French President Nicolas Sarkozy met in Paris, but the Euro-bonds were not in their agenda. That pretty much made them the only Europeans not talking about the financial instrument that could rescue Europe from its growing debt crisis.
 Joseph Stiglitz, who is in favor of the issue of Euro-bonds, said that it will be better for euro, if Germany would leave the Euro-zone because it does not want to issue the Euro-bonds, which is necessary for the euro to survive.
 Since the idea was first seriously floated from the beginning of 2010, Euro-bonds have won considerable support. These securities would be jointly issued and guaranteed by all 17 countries using the common currency, replacing all or some of the individual countries’ debts. Some agree with the market players (investors, economists, business groups, traders), who see Euro-bonds as the best way to end the continent’s debt woes. Now the politicians need to come aboard.
 But, Euro bonds would violate a central tenet of the currency bloc: Each country is responsible for its own finances. The debate also highlights the power struggle between Brussels and the national capitals. Until now, more power has resided with the national leaders. The birth of Euro-bonds would require a new, region-wide fiscal authority with the ability to influence taxing and spending; the creation of such an entity would reshape the political landscape at a stroke and will destroy the independence and sovereignty of the EMU nations. 


We need an ideal socio-economic system after 7,000 years of European history,
 experience, and revelation. We need ethical democratic governments that citizens can trust (today, there are no citizens who can trust their governments anymore).
 Governments must care for the well-being of their citizens, their health, their education, their security, their safety, their economic welfare, their growth, their improvement, and their salvation. The rest are waste of resources and loss of humans. Europe has experimented with many alternative systems, capitalists, socialists, communists, fascists, Marxists, anarchists, the French interventionist model, the Swedish welfare state, but all have been discarded as unworkable because ignored the basic principles and values of humanity. These systems are talking about self-interest and we became just selfish, arrogant, pride, and acting against the true objective, “the respect towards the Creator and His creation”. Some modern writers (victims of the system) started writing on business affairs by talking about “new models of competitive advantage”, “new trade theories”, “new ideas on business management” and ended up to the trap of the “new era” and became promoters of the “new age” movement, the inhumane globalization. Even Bill Gates does not like our current economic system and called for a new “creative capitalism”.

VI. Regulations, Public Policies, and Implications of Privatization

The major problems of our societies, today, are the “independent” central banks and the corrupted and powerless politicians. They use public enterprises to reward political supporters through mis-pricing of products and services, investment in low-value projects, cross-subsidization, overstaffing just to win the votes from their families, suboptimum plant location, without paying when they use their products or services, without contributing to their pension plans, and putting their incapable friends as managers. Due to these government corruptions, some academics believe that privatization of every industry will bring significant economic gains to the country, but they forget that the country is the citizens of it and their welfare, not a market-oriented economic efficiency at the moment and the perdition of the nation (its wealth and its sovereignty), later. Now, that the stock prices have declined so much, the sales of these SOEs do not generate any serious revenues to the governments. One of the reasons of the double digits unemployment rate in EU is the irrational privatization (combined with the other absurd behavior, the uncontrolled illegal immigration, the outsourcing, the tremendous imports, and the movements of businesses to other low cost nations). Free trade, free markets, and privatization, lately, restrained the social welfare. European governments are selling public utilities and telecommunication companies without having prior implemented any viable regulatory framework to govern these critical infrastructure activities newly allocated to the private sector.

Privatization promised important gains in the efficiency of resource allocation and the rate of economic growth through competition, but it does not mention its effect on employment and ownership of this new private firm, which is lost for the country forever. In the early 1990s all eyes were on Eastern Europe, where efforts ranged from successful mass privatization in Poland and Eastern Germany (after its reunification with West Germany). It is argued that over time (in the long run) privatization will lead to lower prices, improved quality, more choices, less corruption, less red tape, and quicker delivery. But, the existence of problems such as market failures, natural monopolies, and the planned financial crisis should limit this process. Currently, the greediness in the financial markets by the speculators, the political inaction, and the misinformation from the media increase the volatility in the stock markets, reduce consumers’ and investors’ confidence and economies can go back to a second recession (hopefully not a depression), which seems that this will be the future game by these unregulated market makers.
Also, governments have few incentives to ensure that public enterprises are well run and there is no comparison of these state firms with other ones, which makes them inefficient. The government administration has difficulty evaluating the efficiency of all these various state-owned enterprises (SOEs), but the voters know them because they deal with their services daily and they must not elect a party, which is running inefficiently their government. The government needs to have a reward and punishment system for the management of public enterprises and these firms must balance their books [revenue equals cost (
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)]. Of course, privatizing a non-profitable state-owned company, it has to raise prices in order to become profitable because there will be no subsidies (tax money) in order to cover its losses, so citizens would have higher cost.

It is true that state-run enterprises tend to be bureaucratic, but a democratically elected government is accountable to the people through legislature, Parliament, and the other institutions must be motivated to safeguarding the assets, the wealth, and the welfare of the citizens of the nation. Private firms might run more efficient, but they serve only their own interest and the market’s criteria; mostly, they are acting against the social interest. The government has to improve all public industries, which have to produce revenue to the government and offer services to the public; and also, to preserve the middle class. In Book 4, Chapter 12 of the Politics, Aristotle attributed the stability of democracies to the presence of an economic middle class. Our non-democratic societies, today, are destroying the middle class;
 this will be the end of the current civilization.
Corruption is common in the public sector, but it starts from the politicians. They are the example for the public and certainly, every leader is a prototype for the people. The decisions must be made for the public benefits and not for political or personal gains. The voters are responsible to elect the highest ethical, moral, patriotic, and efficient politicians (the best among the people),
 too.  If politicians are corrupted, during the privatization process, they will sell the assets in significant under-pricing terms and they actually care for their commission and not so much for the government revenue or the financial markets or the social welfare. 

The managers of the public enterprises must be accountable to the minister, who supervises them because all of them are accountable to the broader community and to political “stakeholders”.  The public does not have any control of private firms and lately, governments have lost completely their control or oversight of private companies. They invest wherever they want to maximize their profit, usually outside of the country; they lay off workers to minimize their costs, and serve poorly the needs of their customers and destroy the environment. The government cannot impose any social constraints on these giants and the anti-trust laws are not applied anymore.

A democratically elected government can intervene when civil liberties are threatened by the public enterprises and through these controls can satisfy the social goals and benefit the nation. With respect to capital, state-owned enterprises can borrow money from the government that raises it in the financial markets more cheaply (by issuing government bonds) than the private companies.
 Investment decisions are based on market interest rates (cost of capital), then, private firms cannot promote efficient investments. Government is also sensitive to job losses, but the private industries are exactly the opposite, they show high sensitivity of profit losses, on taxes, on restrictions, and to the market value of their stocks. Government chooses to keep certain public companies and bail them out because of their strategic importance or national security.
 Poorly managed state companies, instead of going bankrupt or sold to a private firm, must have their management removed, especially if the management had been appointed by the previous party in power and now is against the policy of the current one, which is in government.

If a government-owned monopoly, which provides an essential service (i.e., water supply or electricity) to all citizens, is privatized, its new owners could lead to the abandoning of the social obligation to those who are less able to pay or to regions, where this service is unaffordable (like, remote islands). These enterprises must be state-owned because the anti-trust laws do not work anywhere today and the private firm will become a monopoly and the citizens will be in trouble (exploited). The profit of private enterprises ends up to stockholders after executives’ payments; the majority of them are foreigners and the workers of the company have to accept low wages because these shareholders need high return on their money. Unemployment and low income is possible from these “competitive and efficient” private firms. Governments can exert pressure on state-owned enterprises to help implementing public policy [maximization of social prosperity (
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 Also, they can buy supplies from local producers (creating more income and employment domestically) and not from abroad, where quality is questionable.
 In addition, the public enterprise can lower prices to satisfy domestic policy of lower inflation, increases in demand, and reduction in unemployment. SOEs act anti-cyclically, but POEs act exactly the opposite, pro-cyclically.  

A private firm over-react to short-term events (small recessions) because the financial market presses it to show high earnings and profit; otherwise the stock prices will fall, because this is, unfortunately, the ultimate objective of the firms that the market is imposing on them (market has become the only god, at least they are not atheists) and try with all their means to maximize their value [
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 Private companies are downsizing even in periods of economic growth, just to increase even further their profits. Their advertising cost is also outrageous.
 The uncontrolled private firms opposed to the needs of the majority, to the welfare of the nation, and thus, they are anti-democratic and because they are in control of our society, our democracies are in collapse (in social dissolution).
 Our society needs a better social and humane socio-economico-political system after thousands of years of experience, knowledge, and improvements. The voters are responsible for the leaders they elect and the inefficient leaders must feel the pressure of future elections, where they will not be elected. Now, with this global financial crisis, the best could have been to have some nationalizations and improvements in stability and increases in employment and welfare. The shareholders (especially, the institutional ones) have the responsibility to control the outrageous CEOs’ compensation.

Needless to say, many industries must stay public, like, prisons, basic health care, and basic education. Utilities that provide benefits to society at large and produce no profit, like defense,
 must stay public, too. All natural monopolies are not subject to competition and then, they can be better administrated by the government. Also, regarding corruption; the sales (privatizations) themselves give a large opportunity for grand corruption. Privatizations in many countries were accompanied by large-scale corruption during the sale of the state-owned enterprises. Those with political connections unfairly gained large wealth, which has discredited privatization in these nations, as the media have reported widely.
         


Privatization has faced and will face opposition from entrenched members of the existing management concerned about losing their positions, from labor groups concerned about job losses in subsequent business restructuring or from local interest groups, linked industries that might be adversely affected by a change in ownership, and the citizens of the country by losing their national wealth. Unfortunately, governments do not listen to such opponents because of their power, the pressure from EU and the IMF, and the global trend.
 Political opponents are often eager to use the issues raised in the privatization debate for political advantage, but when they will be in government, they act the same way.
 Many times, there is no transparency, fairness, objective selection criteria for possible private-sector buyers, for investment bankers or for facilitators of the privatization process and the country and its citizens experience tremendous social costs.


Usually, state own enterprises will command a very low price, which is far below book value (politicians are charged of “giving away” these public firms). There are possible long-term liabilities involving environmental and health issues that the new owners may not want to take on and which require some kind of government guarantee.
 Evaluating the condition of a state-owned enterprise (SOE) is often complex and difficult. The government is forced to accept a “realistic market value”, which is not fair for the country and its wealth preservation, because always it is below book value. The valuation techniques, used for private enterprises, cannot be used, here, because they are not suitable to the situation. What will be the appropriate discount rates needed for this valuation?  The complexity of taxes, regulations, unions, investment bankers, role of foreign investors in this privatization, which might cause serious security issues for the country, due to corruption, favoritism, and inefficiency of the government officials make the correct valuation impossible. 


Finally, a large number of shares of a privatized firm must go to employees of the state-owned enterprise (SOE) because these employees have contributed, materially and intellectually to the value of the firm and therefore, a stake in its ownership must go to them or only employees as owners may improve performance of this private firm. Of course, the worst thing for the firm’s labor could be extensive layoffs and personnel changes. Even the great Greek philosopher, Aristotle, understood self-sufficiency, which build state stability. A person must participate in the activities of the state in order to achieve his natural end and love it, as his own country. The ideal city (state) supports “mere life, it exists for the sake of a good life”.
 


Alternatives to shifting ownership to new investors (privatization) include leasing and operating concessions, but the social benefits are also insignificant (there might be social losses).

(1) A build-operate-transfer contract may involve the sale to a private company of a concession to undertake an infrastructure project, like a bridge or tunnel, and to operate it on a commercial basis for perhaps 30 years, after which the project reverts to the government at no cost or at a price, but the value of this asset will be relatively low (completely obsolete) at that time and the maintenance cost very high. The benefits for the government can be insignificant. (2) A facility such as a resort or a seaport or a canal may be leased to a private operator for a fixed period against mutually agreeable performance requirements and financial terms, but the risk is that workers will be layoff and the state is losing temporarily its wealth. (3) A state-owned enterprise (SOE) may be placed under a management contract with a private operator, who has the necessary expertise to maximize profit by minimizing cost (labor cost mostly), which will affect negatively employment. Thus, the social welfare is not improving and the revenue for the government from the leases is negligible.


The above approaches are difficult for the state and the labor of the country and the results are the same as transferring ownership to private enterprises. Such transfers are common in EU by all socialist and centrist governments. Governments might give up operational control in privatizations via share offers, but they have to retain veto power through the corporate charter with regard to choice of the CEO, maximum allowable foreign shareholdings, and by retention of a “golden share” (more than 51%), which enables them to block certain corporate action that would go against the social welfare of the country, especially during periods of financial crises and recessions, as Figure 1 shows.


Of course, as it has been mentioned above, the efficiency gains from privatization emanate from the monopoly power that the private owners have after privatization of this SOE and from the operational efficiency, due to superior management of this new private firm. Utilities and other government services fall into this category and the private owners are benefited immensely after privatization (exploitation of monopoly rents). The private firms’ shareholders (who are mostly foreigners) clearly benefit from the increased profits. This increase in cash flows reduces the default risk of the company’s debt-holders and consequently the risk premium, and the cost of capital.


It will be in the country’s advantage and in the government’s political interest to ensure that SOE ownership remains in domestic private hands.
 For doing this, the government has to offer domestic bidders tax breaks or other subsidies in order to ensure that they remain competitive against foreign bidders for this SOE. Of course, the government may legally restrict foreign buyers from bidding for the SOE for security purposes. Privatization has been so far “politically successful” in EU; it has been endorsed and overseen by a wide spectrum of political opinion (all the “new age” parties) and has become, with the passage of time, generally accepted (imposed by force); notwithstanding some epic battles over particular privatizations. Unfortunately, the trend is, “the market knows best” and there is no need to have public approval through referenda. But, it proved in 2008 that the market does not know and its ignorance caused serious problems to the global economies, which are not over yet, after four years.  


Unremittingly, institutional investors have mostly participated in EU privatizations. An important question is the extent to which foreign investors should be included as eligible buyers in privatizations. There are strong national security arguments against limits to foreign participation.
 Privatization is at its root a very local business with strong political links. For investment bankers themselves, few sources of revenue are more attractive than the kinds of fees that can be earned in privatization transactions. They put their firm’s skills and knowledge to work without necessarily committing its capital, and the fees (commensurate with the value-added of the service) are usually considerable. With the current trend of globalization, mergers and acquisitions (M&A)
 and privatization have become worldwide social problems of wealth deprivation (wealth transferring from citizens to multinationals).
 


At the end, these advisers (investment bankers) on privatization, initial public offerings (IPOs) between 1985 and 1999, made $167.2 billion in proceeds by involving in 488 issues. Advisers on privatization, seasonal equity offerings (SEOs) from 1985-1999, had as proceeds $462.4 billion in 4,936 different issues.
 Then, privatization continues to be an active business for investment bankers (and they are the initiators of this process in many cases), ultimately they will transfer everything to the private sector and countries will end up without any assets and without any national wealth. Europe has been the primary scene of complete privatization, due to the pressure from the EMU (Maastricht criteria) and the IMF (debt crisis). Historically, before the integration of these countries the role of state-owned enterprises (SOEs) was unique and the unemployment was in the region of 2% in Europe. Now, they are basically “sold out” and the social problems are increasing (there are regions with 40% unemployment rate). Of course, their leaders will sell everything and EU will remain for a long time attractive arena for investment banks
 to maximize their objective functions against the citizens and the nations’ objectives. Our problem is that we do not have good sets of data, which could allow us to infer statistically, by running different tests, validating the effects of privatization on financial markets (liquidity), employment, output, and social welfare.

The European integration under the common currency, the euro, has created a complex relationship between the structure of the financial systems, the uncontrolled enterprises and speculators, and the nation, which has lost its public policies
 and its sovereignty and cannot exercise any control. The financial system plays a limited role in corporate governance, in determining to whom management reports and the performance standards to whom management is held. It tries to allocate capital to the most productive uses and denies it to the less competitive small local businesses. The uniform approach to corporate control (actually, immunity) will ultimately destroy the small domestic firms, which have traditionally existed in the national economies, created jobs, entrepreneurship, and established a social environment. It is necessary to save small businesses in every country.
We may see some growing opportunities for external financing of large corporations in Euro-zone, with lower cost of capital and competitive performance, but the reduction in labor cost has affected negatively workers, with their downsizing and their only focus on shareholders value and executives’ compensation. The market capitalism acts in the interest of shareholders to maximize their wealth. The CEOs determine by themselves their payments, which are in hundreds of thousands per annum. Agency problems exist and growing. A small financial crisis leads it to financial distress and governments have to bail them out. All political parties have become neo-liberals and governments have lost completely their control towards irresponsible multinational firms and towards the guided media, which provide any propaganda that they want as news and shape the public opinion the way to satisfy anti-national policies and anti-social objectives by receiving very high compensations.

The CEOs compensation reaches $250 million per annum. “Wall Street’s five biggest firms paid more than $3.1 billion in the last five years to their top executives, while they presided over the packaging and sale of loans that helped bring down the investment-banking system. Merrill Lunch & Co., once the largest U.S. brokerage, paid its chief executives the most, with Stanley O’Neil taking in $172 million from 2003 to 2007 and John Thain $86 million after a month’s work last year [2007]. … Bear Stearns Co.’s James ‘Jimmy’ Cayne made $161 million before the company collapsed and was sold to JPMorgan Chase & Co. Goldman Chief Executive Officer, Lloyd Blankfein, made $57.6 million in 2007 in salary and bonus. Co-presidents Gary Cohn and Jon Winkelried each got $56 million. Morgan Stanley’s current and former chief executives, John Mack and Philip Purcell, were paid about $194 million over the last five years. The ex-U.S. Treasury Secretary, Henry Paulson, who was the former Goldman Sachs Group Inc. CEO, received about $111 million between 2003 and 2006. (Democrats and Republicans in Congress were demanding that limits be placed on executive pay as part of the $700 billion financial rescue plan proposed by U.S. Treasury Secretary, Henry Paulson, who said in testimony to Congress on September 24, 2008, that he would accept such limits as part of the plan after initially opposing them). Goldman Sachs had the highest total executive pay, of $859 million, followed by Bear Sterns at $609 million. CEO pay at the five firms increased each year, doubling to $253 million in 2007. (Executive-compensation figures include salary, bonuses, stock and stock options, some awarded for past performance).”
 AIG agreed to freeze some $19 million in payments to its former CEO while New York State reviews other payments.
 
Shareholders and boards should have done something about this robbery of the firms and society a long time ago. These people cannot make more than $1 million per year! This is a crime against humanity! This corrupted system increases inequality, iniquity, social injustice, indifference, and destroys our traditional moral and ethical value system. The amazing is that employees are making this big money only, if they work in Wall Street, in Hollywood or if they are soccer players.
 Does it tell something for the trend of our falling society? The American people, as well as the Europeans are very angry about executive compensation and they are absolutely right. Of course, the foreigners, when they hear these figures, their anti-capitalism is increasing. The U.S. government and the regulatory authorities have a weak record when they come to regulating compensation and it seems that nothing will happen and the Western economies will follow their negative trends.  It is impossible the compensation committee or the general counsel or the head of human resources to negotiate a pay package with someone who will be their boss in a week; it is a vicious cycle, here, and there are always too many loopholes. Then, the system will collapse.      

Firms’ objective of value maximization, [
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],
 without any constraints [social, moral, ethical, legal, environmental, etc.], causes serious social (welfare) problems.  Free market mechanism has even destroyed democracy (which needs a moral, ethical, and legal environment to exist). Governments are controlled by businesses and lobbyists. Inefficiency has become the trend in the markets, due to excess profit, speculation, inside information, corruption, labor exploitation, cartels, price control, price discrimination (depending on the price elasticity), formation of public expectations, and other frictions. Corporate lobbies are seeking to pursue only their policy. Governments provide the regulatory and legal structure and the institutions, within which businesses function and enjoy social safety, security, tax shields, a productive labor supply, a huge market for their products and services, and everything they need.
 From the stakeholders of corporations (managers, shareholders, customers, and workers), workers and customers have the least rights and privileges, are last in priorities, and their interests are not satisfy. People (citizens) carry the burden of everything in a nation, not the businesses and not the governments. Actually, they are property-holders, but the government with the taxes, businesses with the high prices on goods and services, and the banks with the high interest on loans and low interest on deposits, take all people’s surplus away.

Laissez faire economy needs some government regulations, but the government has to be a true democracy, which is a very rare form of government, today. Politics and markets are inseparable; actually, politicians obey to the powerful markets (“money talks”). Of course, relations between government, banks, and industry are antagonistic, because the interest of the first is the social interest and of the seconds is the self-interest. Unfortunately, markets are short-sighted, acting against the social interest, and pro-cyclically. An example can be the oil companies, which had raised the price of oil to a level, which caused a global recession.
  The deregulation of the financial markets since 1980 caused this enormous financial crisis in 2008. On October 23, 2008, the former Fed chairman, Alan Greenspan, during a testimony on Capitol Hill, admitted that he made errors been against regulations and keeping the interest rate at 1% for a long period.
  

Furthermore, credit-default swaps (CDSs), which allow banks and other lenders to buy insurance against borrowers going bust, have cause serious problems to the borrowing countries and the financial markets.
 Europeans are asking for more regulations of these “toxic” speculative instruments and more transparency, especially lately, with the debt crises of the GIPSI (“PIIGS”) nations in Euro-zone. Further, the EU was considering a ban on speculative derivative trades, including credit-default swaps, which have been blamed for worsening the crisis in Greece.

The central issue in Europe is not the free-market model, but the economic and social well-being of the sovereign nations. The labor force is losing, daily, its previous rights and achievements. The illegal immigrants (the substitute of labor force by business) are contributing to these employment problems. Lately, the physical capital (wealth) belongs to foreigners; the technological changes are so drastic, which is difficult to follow by citizens and very costly to businesses, the long-term unemployment is very serious, the international trade (imports from China and developing countries) has destroy domestic economies. The primary (agriculture) and secondary (manufacturing) sectors are disappearing from Europe, as it has happened in the U.S. They have to enforce antitrust laws because oligopolists are thriving and monopolists are coming to replace them. There can be no antitrust exemptions, if they want to protect a little the fair competition and small businesses. Governments have to be in control of the anti-social free-market.

The root of any problem in EU lies in the political process itself and in the weak (servile) politicians.
 Each EU country-member was structured by idiosyncratic founding circumstances, culture, civilization, and social structure, different points of departure for each nation imprinted their own mark on their evolution and for some on their thousands years old history (with common nationality, religion, language, etc).
 Homogeneity is absolutely necessary for nations to survive and accomplish great things in their journey in history. National societies in each of the countries participating in the euro, instead of accepting this new currency were and are against it, which has caused tremendous inflation, inequalities, increase in cost, reduction in foreign investments
 and exports, and has affected negatively social improvements and growth because public policies have been lost.
 Financial systems and economies are negatively affected by the growth in incomes of illegal immigrants
 and the excessive profits of businesses. Lately, a large proportion of population entrusted their assets to financial markets (stock exchanges) by taking them out from banks (traditional savings) and now, with this global crisis, they lost completely their wealth. Also, the occupation structures changed; they destroyed farming (that means destructions of villages and small towns) and small businesses (destruction of entrepreneurs). 

Unfortunately, the role of the ignorant, but powerful bureaucrats is tremendous in Europe (Brussels) and the structure of powerless governments is not very stable in some countries. The style of public policy varied considerably, both overtime and between the countries. In all European countries, the exploitation of labor, the financial disaster of 1929-1931 undermined the legitimacy of capitalism, leading to a general sidelining of securities markets and a high degree of formal regulation. Marxists and socialists favored extensive nationalization and a “social market economy”, where government regulators set the legal parameters, within which market processes could evolve. After 1960s, with fiscal policies, they stimulated the economic growth by issuing extensively government bonds, which promoted the expansion of the government bond markets. Then, trade was growing and the operation of multinationals developed the financial markets, Euro-currencies markets, and Euro-banking. The pre-transition phase of Europe was characterized by inflation, high growth and full employment, banks were state-owned mostly, very little corporate bankruptcies, inadequate control over monetary aggregates and credit, an intellectual battle of ideas among economists and within the media, and an increasing vulnerability of the currency (at least, countries have as tool the devaluation of their currencies for pursuing trade policies) and of the domestic financial system to external sources of disturbance. Then, it came the integration in 1990s and the global financial crisis in 2008, which made Europe an oppressive and in debt continent, begging IMF for loans, third-world, poor and unemployed, unrecognizable mixture of Europeans and non-Europeans, but called them “European citizens”. These debt crises are going to deprive EU nations of their public wealth with the imposed privatizations by the Troika. This is a true social crisis for Europe (=social dissolution)!
VII. Concluding Remarks


Assessment of the comparative performance of the different enterprises owned by private firms (POEs) or by governments (SOEs) is basically impossible, due to the complexity and social effects and due to political pressure and expediency. The Euro-zone had evolved surprisingly quickly (overshooting) into one of the most attractive hotly contested financial markets, through privatization, in the world; but, what are the social benefits of market users and of the nations? By pure economic measures, we might say that there was economic welfare, but there was no social one. The savers (investing in the stock market) lost their money in the year 2000 and 2008, and many of them had sold their real assets and used this liquidity to invest in financial assets promising an outrageous return (without mentioning the risk of their investments). Employment has also been negatively affected. The Euro-zone might have created some opportunities for the financial markets, but their risks have caused the cost to exceed the benefits. Thus, we cannot assert that with privatization, we will benefit from the high liquidity, which is created in the financial markets.

Privatizations have been motivated by a range of different subjective goals and suspiciously imposed objectives; many have nothing to do with efficiency or social welfare. Some goals are fiscal; raising money from the sale of public enterprises in order to reduce deficits and pay for the current government expenditures, due to its inefficient management and corruption. Also, privatization is reducing the economic and political influence of unions, which is against workers’ interest.
 These new private firms with their shares will stimulate and develop the domestic capital markets and provide more investment opportunities (share ownership) to wealthy citizens, to pension funds, to institutional investors, and to foreigners. Finally, the economic importance of the government will be reduced and the private firms (multinationals, Arabs, China) will take over (economic imperialism, globalization, etc.) the entire national wealth.


In assessing the impacts of privatization, there is statistically a problem of selection bias because the choice was not random. The privatization is more likely to occur to badly-performing state-owned enterprises, than to the whole sample of SOEs. Then, the conclusion that privatization improves corporate performance based on the post-privatization experience of these selected firms, it is true; because they were the worst firms owned by the government. Some people say that phone rates have declined substantially, due to privatization of telephone companies, but this can be due to deregulation, competition, and drastic technological changes (in switches, optic cables, mobile phone technology, outsourcing,
 and numerous other innovations), lately. With the higher prices before, the state had high government revenue; now it has to raise taxes from other sources
 and increase borrowing. Then, lower prices cannot be interpreted as welfare-improving; especially, for the unemployed citizens.


Other people are saying that privatization improves profits and share prices of the new private firms. Evidence has shown that profitability has been improved, but the rise in share prices is due to the politically-motivated under-pricing of the initial share issues. All the benefits are going to the financial markets insiders. This is actually a transfer of wealth from taxpayers (citizens) to share owners (foreigners) and facilitators (investment bankers). Unfortunately, privatization leads to significant labor-shedding and consequently to improvements in labor productivity.
 Then, the labor-shedding is the dominant source of post-privatization improvement in profitability. But what about the social welfare with so many people unemployed
 or displaced to low pay (minimum wages) and unsecured or part time jobs? 


Furthermore, many economists have proved that privatization has not been an economic miracle, but only a part of the wider liberal (“new age”) restructuring and trend in the global economy after 1980s (globalization), involving imposition of higher taxes, public spending restrictions, destruction of trade unions, increasing “flexibility” (exploitation) of labor, etc.; but, the GDP growth and employment have not increased as a result of privatization. Ownership of a large section of the economy (nations’ endowments) has been transferred (redistribution of wealth) from public hands (citizens) to private ones (foreigners). We have created inefficient and unequal material opportunities republics (but not democracies) by introducing different non-traditional valuation techniques. We, with our approvals and popular writings, destroyed the nuclear families, the villages, the small towns, family businesses, and the sovereign nations, and call our-selves social scientists. Politically, because of the trend and pressure, there is a strong, but wrong perception that this has been important and successful for them. The question is here, what the future politicians are going to sell? There will be no national wealth anymore. Then, the current politicians have not only caused serious problems to their citizens, but to their future colleagues, too.   


The welfare of public sector workers is affected differently by economic shocks than is the well-being of private sector employees and this is an issue of political economy. In many EU countries, public sector employees constituted a large force in the electorate. As voters and as officials implementing social policies, they have a large influence on the legal rules governing the private labor markets. Their interests are not aligned with those of private sector employees. Public sector employees do not benefit directly through enhanced market power and increased salaries in the private labor market because these actions are increasing uncertainty and cost of production. Hence, they should be more inclined to abolish private-sector protections that discourage firing, such as severance pay, advance notice requirements, and seniority rules, policies that may result in persistent unemployment. Public servants enjoy some economic rent, too. This can be called a bureaucratic rent or utility premium of government sector workers relative to private sector ones and can be caused by high wages, fringe benefits, and job amenities or by the possibility of extracting bribes. High economic security
 enjoyed by public sector employees is a valuable fringe benefit of public sector employment that should be taken into account when we analyze the social welfare loss, due to privatization. During the current debt crisis, the pressure from the lenders for reduction of the public sector has affected negatively the social welfare. 

People need “good life self-sufficiency”, which includes sufficient work, sufficient property ownership, sufficient wealth, sufficient education, sufficient leisure time, and sufficient progress. People need to reach human excellence (perfection) and they need self-sufficiency and certainty for developing virtues. Then, people need private property ownership and nations need public property ownership. State ownership makes people to be co-owners and cultivate civil friendships, love, patriotism, and become involved in the life of the state (homeland, nation). The end of an Aristotelian democracy is liberty and equality. Of course, five centuries later, we adopted new superior virtues, through revelation. We expect people to reach, through work, a certain level of self-sufficiency, but privatization eliminates their right to work and confines their national wealth. Thus, we have to find the optimal level of privatization that maximizes the social welfare. This is the point where the marginal benefits of privatization (revenue to the government, efficiency of the private sector, reduction of deficits and debt, increase in liquidity of the financial market) is equal to the marginal cost of a socio-economic distress (increase in unemployment, loss of income and public wealth, dependency on foreign capital, private monopolists, higher prices, high risk, bail out cost): (
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The social welfare systems, today, have failed to sufficiently satisfy even the basic needs of mere life for all individuals. The first problem that arises from privatization is the failure of the system to create a balance between the rich (who are now the owners of the private firms) and the poor (who are now unemployed, due to privatization). The wealthy people rule in our societies, both directly and indirectly; with their money they erode the government, too. It is impossible for a challenger without a great deal of wealth to win a seat in the government. Most people never rule, and many people remain in office for decades. Another problem is dependency. Lack of labor that satisfies one’s basic needs foster an atrophy of talents and work skills that must be honed in labor. If a family is not self-sufficient, it is unstable and the same is true for the nation. A system, which is unable to create full employment (
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Technology, with its high cost and its contribution to unemployment, has played a significant role in the increasing difficulty of fulfilling basic needs, especially if you are unemployed. Additionally, the overall cost of living keeps rising. We become poorer and poorer every day. Then, the other problem of our free-market system, except unemployment, is inflation, which is mostly a supply-side one, due to our inelastic demands, and the consumers’ loans from financial institutions (greediness, profiteering, deception, gluttony, bribery, and corruption).
 Finally, the production of the nation (Q) must be equal to absorption (E); then, exports will be equal to imports and the government budget in balance. The lack of a sufficient social welfare system, today, puts at risk not only the stability of our democracy, but also the greater good of the ability of citizens to flourish within their nation, which is also losing its sovereignty. The current situation reminds us the Roman Empire at the time of its fall and destruction.


Reliable evidence of any positive impact of privatization on broader growth, efficiency, and welfare is sparse or inexistent. In a democratic society, the perception of “consumers” (citizens and voters) matter more than the politicians’ one. Politicians’ views and prospects, today, are far away from the citizens’ ones; and this is the reason that they try to avoid any referendum.  Democracies and democratic values are disappearing from our societies. The future of the citizens and of the new generations will be very difficult. Traditional state ownership, now, plays no economic role in Europe and the list of candidates for continuing privatization is very short. Of course, the pressure from EU, IMF, World Bank, and other international institutions (which are against the indigenous culture, heritage, and freedom of humans) will continue in all countries to sell every asset to the private firms and now, it is the best time, you can buy public enterprises at a very low market price. Why are these agencies against society? What is their objective? For whom are they working?   

The unfortunate pro-free-market reformers in Europe aim to continue to privatize all state-owned enterprises and to sell everything that belongs to the tax payers (citizens) to multinational firms (foreigners). The citizens are losing the public wealth; they have no private wealth because the rich foreigners have acquired every private real and financial assets and at the end, they will become homeless in their own country and because of no immigration laws, they will become minorities inside their nation; then, the U.S.A. together with the EU will take away their own country and give it to the visitors (illegal immigrants), who have a very high birth rate (because they have become the majority inside the host country).
 If this is social justice and the philosophy of international laws and institutions are in favor of these crimes against the citizens, against the nations, and against the history, humanity is in trouble! The current financial crisis has proved that privatization needs some moderation. Only governments can act against the business cycle and improve, through public policies and regulation, employment, income, national wealth, and the social welfare of the country. The corrupted private (free-market) financial institutions depend on governments to bail them out.

Finally, privatization proposals in key public services sectors, such as water and electricity, are in many cases strongly opposed by opposition political parties and civil society groups. Usually campaigns involve demonstrations, political means, and strikes by trade unions; sometimes they may become violent, but the state has the police and suppresses the demonstrators. It is possible that national services may sub-contract or out-source functions to private enterprises instead of having a total privatization.
  Also, a public enterprise may be privatized, with a number of shares (51%) in the company being retained by the state.
 While partial privatization could be an alternative, it is more often a stepping stone to full privatization, but the government is doing this slowly to avoid its political cost. Privatization programs have been undertaken in many countries across the world and in every one in the EU. Stanford (2008) says that “the striking point about the range of case studies presented in Privatization Experiences in the European Union,
 however, is that there would seem to be little evidence of any universal truths regarding either the inefficiencies of state ownership, or the benefits of privatization”.
 The first privatization program conducted by transition economies in Central and Eastern Europe after 1989 in the process of instituting a market economy, after the fall of communism,
 had some rationale. The worst privatization program is the one carried out in developing countries and in high debt EMU member-nations under the pressure by international financial institutions (IMF, World Bank, and EU). The least harmful privatization is the one that is carried out by developed country democratic governments without any pressure from international institutions or the EU, but just to maximize the social welfare of the nation without transferring any power to foreigners or compromising the security and safety of its own citizens.
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APPENDIX
Table 1: Privatizations in the EU (2000-2005)

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------

Country
Company Name


Year
Deal Type
Proceeds ($m)

Real Sector


Source

-----------------------------------------------------------------------------------------------------------------------------------------------------------------------

Bulgaria
Southeast Electricity Distribution
2004
Divestiture (P)
345.00


Electricity distribution
3 PPI

Bulgaria
Northeast Electricity Distribution
2004
Divestiture (P)
181.00


Electricity distribution
3 PPI

Bulgaria
Western Electricity Distribution
2005
Divestiture (P)
363.50


Electricity distribution
   PPI

Lithuania
Lietuvos Dujos


2004
Private Sale
  36.80


Gas Distribution

10 PB

Romania
Distrigaz Sud



2004
Divestiture (P)
158.00


Natural gas distribution
3 PPI

Romania
Distrigaz Nord S.A.


2004
Divestiture (P)
159.00


Natural gas distribution
3 PPI

Romania
Electrica Banat & Dobrogea

2005
Divestiture (P)
  45.90


Electricity


12 PPI

Romania
Electrica Oltenia S.A.


2005
Divestiture (P)
  60.40


Electricity


12 PPI

Romania
Electrica Moldova S.A.

2005
Divestiture (P)
  39.90


Electricity


12 PPI

Slovak Rep.
Parplynovy Cyklus Power Plant
2004
Divestiture (P)
  61.00


Electricity generation

   PPI

Slovak Rep.
Slovenske Elektrarne AS

2005
Tender (BS)
1,075.00

Electricity generation

3 PPI

Czech Rep.
Unipetrol



2004
Private Sale
   498.09

Oil and gas


10 PB

Hungary
MOL Rt. (gas assets)


2004
Private Sale
   535.50

Oil and gas


10 PB

Hungary
MOL Rt. 



2004
Public Offer
   359.80

Oil and gas


10 PB

Hungary
MOL Rt. 



2004
Public Offer
     15.60

Oil and gas


10 PB

Hungary
Egaz 




2004
Private Sale
     54.74

Gas exploration
         2EBRD

Poland

PGNiG



2005
Public Offer
   838.20

Gas exploration

10 PB

Poland

Grupa Lotos



2005
Public Offer
   302.25

Oil and gas


10 PB

Romania
SNP Petrom



2004


1,700.00

Oil and gas





Bulgaria
Dunarit Russe



2005


       1.27

Chemical Products
         2EBRD

Bulgaria
Gypsum Koshava


2005


       1.75

Construction

         2EBRD

Czech Rep.
Vitkovice Steel


2005
Private Sale
   243.65

Steel



10 PB

Hungary
BA3lyi Mg Rt



2004
Private
Sale 
     25.31

Manufacturing


10 PB

Hungary
Nemzeti TankA nyvkiadA3 Rt
2004
Private
Sale 
     12.94

Manufacturing


10 PB

Hungary
HA3d-MezAmgazda Rt

2004
Private
Sale 
     11.14

Agribusiness


10 PB

Hungary
Six Agricultural Farms

2004
Private
Sale 
     63.90

Agroindustry


10 PB

Hungary
National Textbook Publisher

2005
Private
Sale 
     16.80

Manufacturing


10 PB

Hungary
Telit Rt. (spin off MATAV Rt.)
2005
Private
Sale 
       2.73

Real Estate


10 PB

Lithuania
AB Spauda



2005



    3.85

Publishing

         2EBRD

Poland

Optex Opoczno


2004
Private Sale

  43.00

Cloth Manufacturer

10 PB

Poland

Polskie Huty Stali SA


2004
Private Sale

252.46

Steel



10 PB

Poland

Cefarm Lodz



2004
Private Sale

    5.53

Pharmaceuticals

10 PB

Poland

Polmos Bialystok


2005
Private Sale

312.26

Alcoholic Beverages

10 PB

Poland

Polmos Bialystok


2005
Public Offer

  91.87

Alcoholic Beverages

10 PB

Poland

Polish Chemical Co Pulawy

2005
Public Offer

  91.60

Manufacturing


10 PB

Poland

Zelmer SA



2005
Public Offer

  34.30

Manufacturing


10 PB

Poland

Zelmer SA



2005
Private Sale

  16.35

Manufacturing


10 PB

Slovak Rep.
Bratislava’s Steam-Gas Cycle

2004
Private Sale

  50.00

Manufacturing


10 PB

Czech Rep.
OKD




2004
Private Sale

175.02 
Black Coal Mining

10 PB

Czech Rep.
Sokolovska Uhelna


2004
Private Sale

110.97 
Brown Coal Mining

10 PB

Czech Rep.
Severoceske doly, a.s.


2005



378.09 
Mining


         2EBRD

Czech Rep.
Trustfin


 
2004
Private Sale

    1.40 
Services


10 PB

Hungary
Hungexpo Rt



2005
Private Sale

  39.05

Services


10 PB

Hungary
Antenna Hungaria


2005
Private Sale

238.17

Broadcasting


10 PB

Lithuania
AB Lietuvos Avialinijos

2005



    9.45

Airlines
 
         2EBRD

Poland

Pekaes SA



2004
Public Offer

  50.20

Shipping/Transportation
10 PB

Poland

Totolotek ToTo-Mix SA

2005
Private Sale

    4.11

Lotto Company

10 PB

Poland

Impexmetal SA


2005



  59.54

Trade

 
         2EBRD

Slovak Rep.
Slovenske Aerolinie AS

2005
Private Sale

    3.67

Airline



10 PB

Slovak Rep.
Slovenska Autobusova Doprava B
2005



    9.36

Bus transport

         2EBRD

Slovak Rep.
Slovenska Autobusova Doprava T
2005



    2.51

Bus transport

         2EBRD

Hungary
Budapest International Airport
2005
Concession
         2,320.00

Airports


3 PPI

Hungary
Forras Rt



2004
Private Sale

  19.38

Real Estate


10 PB

Poland

PKO Bank Polski SA


2004
Public Offer
         2,352.45

Bank



10 PB

Romania
Romanian Development Bank
2004
Tender


  56.10

Financial

         12 RPC

Romania
Romanian Commercial Bank

2005
Direct Sale
         4,663.00

Financial

         12 RPC

Slovak Rep.
Slovenske Sporitelna


2004
Private Sale

  85.70

Bank



10 PB

Bulgaria
Bulgarian Telecommunications
2004
Divestiture (P)

722.00

Telecommunications

1 PPI

Bulgaria
Globul




2005
Greenfield Project
  26.50

Telecom


   PPI

Bulgaria
Mobil Tel AD



2005
Greenfield Project
  51.40

Telecom


   PPI

Czech Rep.
Cesky Telecom


2005
Private Sale
         3,300.00

Telecommunications

10 PB

Hungary
Magyar Telekom (Matav)

2004



  25.00

Telecommunications

PPI

Hungary
Pannon



2004
Greenfield project
103.00

Telecom


PPI

Poland

P4 Telecom



2005
Greenfield project
105.00

Telecom


PPI

Romania
Orange Romania


2004
Greenfield project
  45.00

Telecom


PPI

Romania
Vodafone Romania


2004
Greenfield project
  45.00

Telecom


PPI

Czech Rep.
VAK Hradec Kralove


2005
Lease


  10.00

Water and Sewerage

PPI

Bulgaria
Central Co-operative Bank

2001
Unknown

    0.99

Financial

Bulgaria
Glavproekt



2003
Private Sale

    0.72

Other

Bulgaria
Ivan Vazov



2003
Private Sale

    0.39

Other

Estonia

Domestic Passenger Services

2000
Divestiture

    0.60

Transport

Latvia

Rigas Farmaceitiska Fabrika

2000
Unknown

    0.29

Manufacturing

Latvia

Marienbade



2003
Divestiture

    0.65

Other

Latvia

Cesraines Piens


2003
Divestiture

    0.39

Other

Lithuania
Endokrinniniai Preparatai

2001
Unknown

    0.50

Manufacturing

Lithuania
Kuro Aparatura


2001
Unknown

    0.30

Manufacturing

Poland

NOVITA SA



2000
Divestiture

    0.85

Manufacturing

Poland

Kara (Poland)



2000
Unknown

    0.09

Other

Poland

ZKB




2000
Divestiture

    0.06

Manufacturing

Poland

Peeste Pinczow


2000
Divestiture

    0.03

Manufacturing

Poland

PHU Lubinpex


2001
Unknown

    0.87

Other

Poland

Ulstein Fama



2001
Divestiture

    0.37

Manufacturing

Poland

PEC




2003
Divestiture

    0.67

Energy

Romania
Sticla Turda (Romania)

2000
Unknown

    0.63

Other

Romania
Cavarantana



2003
Private Sale

    0.79

Other

Romania
Fondantina SA


2003
Private Sale

    0.17

Other

Romania
Grup Expres



2003
Private Sale

    0.06

Other

Slovak Rep.
Teplaren Handlova


2001
Divestiture

    0.16

Energy

Slovak Rep.
Chemes



2002
Divestiture

    0.99

Energy

-----------------------------

Note: PPI= private participation in infrastructure, P=partial, BS=block sale, PB= privatization barometer, EBRD=European Bank for Reconstruction and Development.

Source: Privatization Database, World Bank.
Table 2

Investment in Projects by Primary Sector (US$ million)

Europe and Central Asia

---------------------------------------------------------------------------------------------------------------------

Investment






Water and

Total

Year

Energy

Telecom
Transport
Sewerage

Investment

---------------------------------------------------------------------------------------------------------------------

1990

68

0

0

0


68

1991

0

277

0

0


277

1992

246

156

0

0


402

1993

0

858

373

0


1,231

1994

1,210

1,795

634

16


3,655

1995

4,062

3,832

264

22


8,179

1996

4,195

5,433

144

950


10,722

1997

2,894

11,113

425

196


14,628

1998

1,589

8,970

1,224

108


11,892

1999

1,073

8,220

357

122


9,771

2000

4,553

18,826

882

1,491


25,751

2001

2,886

10,540

347

466


14,239

2002

8,369

8,820

0

110


17,298

2003

1,576

10,083

121

282


12,062

2004

2,540

12,960

1,274

407


17,180

2005

3,796

24,327

7,628

23


35,774

2006

3,804

18,059

1,238

292


23,392

Grand Total
42,860

144,267
14,911

4,483


206,521

------------


Note: Featured indicator: 1990-2006, Infrastructure sector reported: energy, telecom, transport, water, and sewerage, Number of countries with private participation: 27, Projects reaching financial closure: 740, Sector with largest investment share: Telecom (70%), Type of private participation in infrastructure (PPI) with largest share in investment: Divestiture (48%), Type of PPI with largest share in projects: Divestiture (49%), Projects cancelled or under distress: 21 representing 2% of total investment.
Source: Private Participation in Infrastructure database, The World Bank Group.
Table 3

Largest Publicly Traded Privatized Firms (in 1998)

--------------------------------------------------------------------------------------------------------------------------

Company

Country
Global

Country
Market
Total
Total






1000

rank

value

sales
profits






Rank



US$m

US$m
US$m

---------------------------------------------------------------------------------------------------------------------------------------------------

British Petroleum

U.K.

26

2

85,283

70,870
4,600

Deutsche Telekom
Germany
32

2

73,640

37,891
1,853

British Telecommunications U.K.

40

6

66,261

25,504
3,307

ENI


Italy

57

1

56,424

34,551
2,913

France Telecom

France

59

1

56,011

26,197
2,484

Telecom Italia

Italy

67

2

51,301

24,372
1,963

Telefonica

Spain

78

1

45,854

15,617
1,256

Total


France

127

6

38,345

31,939
1,272

Elf Acquitaine

France

91

2

38,123

42,507
1,702

VEBA


Germany
116

10

32,686

42,667
1,576

Volkswagen

Germany
122

11

30,938

63,521
749

Koninklijke PTT Nederland Netherlands
150

7

26,420

7,590
1,339

Cable & Wireless

U.K.

156

17

25,601

11,417
1,194

Endesa


Spain

164

4

24,950

8,475
1,102

BG


U.K.

204

21

20,246

7,012
820

Rhone-Poulenc

France

207

10

20,122

15,042
571

Societe Generale

France

216

12

19,548

NA
1,021

Banque Nationale de Paris
France

231

15

18,214

NA
997

Compagnie de Saint-Gobain France

239

16

17,603

17,898
939

Repsol


Spain

256

5

16,694

21,208
833

Paribas


France

261

17

16,327

NA
1,099

Credito Italiano

Italy

265

6

16,113

NA
274

British Aerospace

U.K.

266

27

15,918

11,850
695

Electricidade de Portugal
Portugal

268

1

15,785

3,132
510

------------------------

Source: Walter and Smith (2000, Fig 6.4, p. 178).

Table 4

Largest Share Offerings

--------------------------------------------------------------------------------------------------------------------------

Date

Company

Country
Amount ($m)

IPO/SEO

--------------------------------------------------------------------------------------------------------------------------
Oct ’97

Telecom Italia

Italy

15,500


SEO

Nov ’96

Deutsche Telekom
Germany
13,300


IPO

Oct ’87

British Petroleum

U.K.

12,430


SEO

Dec ’90

Regional electricity 

companies

U.K.

9,995


IPO

Dec ’91

British Telecom

U.K.

9,927


SEO

Dec ’89

UK water authorities
U.K.

8,679


IPO

Nov ’98

Sonora [Telecom Finland]
Finland

8,400


IPO

Dec ’86

British Gas

U.K.

8,012


IPO

Jun ’98

Endesa


Spain

8,000


SEO

Jul ’97

ENI


Italy

7,800


SEO

Jul ’93

British Telecom

U.K.

7,360


SEO

Oct ’97

France Telecom

France

7,080


IPO

Feb ’94

Elf Acquitane

France

6,823


SEO

Jun ’97

Halifax Building Society
U.K.

6,813


IPO (PSO)

Jun ’98

ENI


Italy

6,740


SEO

May ’94

Autoliv Sverige

Sweden

5,818


IPO (PSO)

Oct ’96

ENI


Italy

5,864


SEO

Oct ’93

Banque National de Paris
France

4,920


IPO

Nov ’84

British Telecom

U.K.

4,763


IPO

Jun ’97

Norwich Union

U.K.

4,722


IPO (PSO)

Dec ’88

British Steel

U.K.

4,645


IPO

Oct ’97

Endesa


Spain

4,500


SEO

Feb ’97

Telefonica

Spain

4,360


SEO

May ’91

Hydro-Electic,



Scottish Power

U.K.

4,313


IPO

Jul ’92

Wellcome PLC

U.K.

4,118


IPO (PSO)

Jul ’95

Usinor Sacilor

France

3,930


IPO

Nov ’95

ENI


Italy

3,907


IPO

Jun ’94

Koninklijke PTT

Netherland

Netherlands
3,868


IPO

Jun ’98

Alstom


U.K./France
3,720


IPO (PSO)

Mar ’95

National Power,



PowerGen Ltd

U.K.

3,657


IPO

Jun ’87

Societe Generale

France

3,577


IPO

Oct ’95

Koninklijke PTT

Netherland

Netherlands
3,514


SEO

Apr ’94

Union des Assurances



De Paris


France

3,250


SEO

Jun ’94

Istituto Nazionale



De Assicurazioni

Italy

3,100


IPO

------------------------



Note: IPO=Initial Public Offering, SEO=Seasonal Equity Offering, PSO=Private Sector Offering.

Source: Privatization International Database, Walter and Smith (2000, Fig 6.7, pp. 185-186)
Table 5

Benchmark Stock-market Indexes in 2007, 2008, and 2011 (8/12/2011)

 (in local-currency terms)

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Country/Index

Close (12/31/2007)
Performance
Close (4/4/’08)
YTD (%Chg)
Close (6/23/’08)
YTD (% Chg)  Close (8/12/’11) YTD (%Chg)
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Europe (DJ Stoxx 600)

-

-

319.15

-12.5%

294.81

-19.2%

237.49

-13.9%

Europe (DJ Stoxx 50)

-

-

3180.23

-13.7%

-

-

2248.38

-13.1%

Euro-zone (DJ Euro Stoxx)
-

-

361.09

-13.0%

329.18

-20.7%

229.33

-16.4%

Euro-zone (DJ Euro Stoxx 50)
-

-

3795.20

-13.7%

-

-

2307.33

-17.4%

Germany (DAX)


8067.32

+22.3%

6763.39

-16.2%

6589.46

-18.3%

5997.74

-13.3%
Finland (OMX Helsinki)

11598.42
+20.5%

-

-

-

-

-

-
Portugal (PSI-20)


13019.36
+16.3%

-

-

-

-

-

-
Norway (All-Share)

490.81

+11.5%

-

-

-

-

-

-
Spain (IBEX 35)


15182.30
+7.3%

13846.4

-8.8%

12403.4

-18.3%

8647.3

-12.3%
Denmark (OMX Copenhagen)
448.77

+5.8%

-

-

-

-

-

-
Netherlands (AEX)

515.77

+4.1%

460.81

-10.7%

437.44

-15.2%

291.90

-17.7%
U.K. (London FTSE 100)

6456.90

+3.8%

5947.1

-7.9%

5667.2

-12.2%

5320.03

-9.8%
France (Paris CAC 40)

5614.08

+1.3%

4900.88

-12.7%

4511.37

-19.6%

3213.88

-15.5%
Austria (ATX)


4512.98

+1.1%

-

-

-

-

-

-
Switzerland (Zurich Swiss Market)
8484.46

-3.4%

7573.49

-10.7%

7026.92

-17.2%

5252.81

-18.4%
Belgium (Bel-20)


4127.47

-5.9%

3822.80

-7.4%

3350.49

-18.8%

2262.95

-12.2%
Sweden (SX All Share)

351.84

-6.0%

320.01

-9.0%

295.40

-16.0%

301.39

-18.2%
Italy (S&P/MIB)


38554.00
-7.0%

33346.00
-13.5%

29727

-22.9%

15888.61
-21.2%
Ireland (ISEQ)


6934.35

-26.3%

-

-

-

-

-

-
U.S. (DJIA)


13264.82
+6.4%

12609.42
-4.9%

11842.36
-10.7%

11269.02
9.4%


---------------

Source: The Wall Street Journal, January 2, 2008, p. R4; April 7, 2008, p. C4; June 24, 2008, p. C4; and August 12, 2011, p. C4.
Table 5 (continued)

-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Country/Index

Close (9/9/2008)

YTD (%Chg)
Close (9/16/2008)
YTD (% Chg)
Close (11/21/2008)
YTD (% Chg)
-------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Europe (DJ Stoxx 600)

279.60

-23.3%

263.54


-27.7

182.13


-50.1


Europe (DJ Stoxx 50)

-

-

-


-

1894.31


-48.6

Euro-zone (DJ Euro Stoxx)
308.80

-25.6%

292.82


-29.4

198.93


-52.1

Euro-zone (DJ Euro Stoxx 50)
-

-

-


-

2165.91


-50.8

Germany (DAX)


6233.41

-22.7%

5965.17


-26.1

4127.41


-48.8
Finland (OMX Helsinki)

11598.42
+20.5%

-


-

-


-
Portugal (PSI-20)


13019.36
+16.3%

-


-

-


-
Norway (All-Share)

490.81

+11.5%

-


-

-


-
Spain (IBEX 35)


11350.0

-25.2%

10911.5


-28.1

7974.4


-47.5
Denmark (OMX Copenhagen)
448.77

+5.8%

-


-

-


-
Netherlands (AEX)

395.73

-23.3%

371.20


-28.0

222.93


-56.8
U.K. (London FTSE 100)

5415.6

-16.1%

5025.6


-22.2

3780.96


-41.4
France (Paris CAC 40)

4293.34

-23.5%

4087.40


-27.2

2881.26


-48.7
Austria (ATX)


4512.98

+1.1%

-


-

-


-
Switzerland (Zurich Swiss Market)
7189.45

-15.3%

6732.93


-20.6

5144.02


-39.4
Belgium (Bel 20)


3103.85

-24.8%

2878.92


-30.2

1783.70


-56.8
Sweden (SX All Share)

271.52

-22.8%

257.45


-26.8

176.54


-49.8
Italy (S&P/MIB)


28263

-26.7%

26589


-31.0

18533


-51.9
Ireland (ISEQ)


6934.35

-26.3%

-


-

-


-
Russia (DJ Russia Titans 10)
-

-

3566.11


-53.5

3340.73


-56.4

U.S. (DJIA)


11230.73
-15.3%

10917.51

-16.6

8046.42


-38.0

---------------

Source: The Wall Street Journal, September 10, 2008, p. C4, September 17, 2008, p. C4, and November 24, 2008, p. C4.

Table 6
Privatizations in EU (1989-1999)

	Country
	Company Name
	Year
	Deal Type
	Proceeds ($m)
	Real Sector
	Source

	Bulgaria
	Chimkov
	1997
	Bid
	123.00
	Fertilizer (Chemicals)
	1

	Bulgaria
	Prima Lacta
	1995
	Direct Sale
	3.64
	Agribusiness
	1

	Bulgaria
	Post Bank (Bulgarska Poshtenska Banka)
	1998
	Direct Sale
	38.00
	Banking
	1

	Bulgaria
	Agropolyhim
	1998
	Direct Sale
	1.00
	Fertilizer
	1

	Bulgaria
	Albena-Style
	1995
	Direct Sale
	2.99
	Garments
	1

	Bulgaria
	Arda Rousse
	1995
	Direct Sale
	3.53
	Garments
	1

	Bulgaria
	Proizvodstven Korpus PK-2
	1995
	Direct Sale
	2.81
	Industry
	1

	Bulgaria
	Druzhba JSCo.- Plovdiv
	1998
	Direct Sale
	20.00
	Manufacturing/Glass
	1

	Bulgaria
	TsUM
	1998
	Direct Sale
	16.30
	Retailing
	1

	Bulgaria
	Kabelcommerce
	1995
	Direct Sale
	3.01
	Trade
	1

	Bulgaria
	Metalsnab Holding
	1998
	Direct Sale
	6.82
	Trade
	1

	Bulgaria
	Devnya Cement
	1997
	Joint venture
	44.50
	Cement
	1

	Bulgaria
	Zlatna Panega; Granitoid-Pernik
	1997
	Private sale
	27.50
	Cement
	1

	Bulgaria
	Beloizborski
	1997
	Private sale
	32.50
	Cement
	1

	Bulgaria
	Belovo Paper Mill
	1997
	Private sale
	6.40
	Paper/Milling (Manufacturing)
	1

	Bulgaria
	Expressbank
	1999
	Trade sale
	39.50
	Financial intermediation (Banking)
	1

	Bulgaria
	Petrol JSCo. - Sofia
	1999
	Trade sale
	52.00
	Manufacturing (Chemical)
	1

	Bulgaria
	Neftochim JSCo. - Bourgas
	1999
	Trade sale
	101.00
	Manufacturing (Chemical)
	1

	Bulgaria
	Yambolen SPJSCo. - Yambol
	1999
	Trade sale
	666.67
	Manufacturing (Chemical)
	1

	Bulgaria
	Troyapharm JSCo. - Troyan
	1999
	Trade sale
	7.35
	Manufacturing (Pharmaceutical)
	1

	Bulgaria
	Bulgarian Telecommunications Company (BTC)
	1999
	Trade sale
	510.00
	Telecommunications
	1

	Croatia
	Tvornica Cementa Koromacno
	1992
	Public Offer
	35.22
	Cement
	1

	Croatia
	Hravtske Telekomunikacije (HT)
	1999
	Trade sale
	850.00
	Telecommunications
	1

	Czech Rep.
	Skoda Auto Works
	1991
	$5.3Bn over 10 years
	274.67
	Manufacturing
	1

	Czech Rep.
	Trinecke Zelezarny
	1995
	Bid
	100.00
	Steel
	1

	Czech Rep.
	SPT Telecom
	1995
	Competitive Bid
	1320.00
	Telecommunications
	1

	Czech Rep.
	Investicni Postovni Banka (IPB)
	1998
	Direct Sale
	85.70
	Banking
	1

	Czech Rep.
	Podnik mlecne vyzivy Hradec Kralove
	1995
	Direct Sale
	35.00
	Construction materials
	1

	Czech Rep.
	Unipetrol
	1995
	Direct Sale
	149.00
	Petroleum
	1

	Czech Rep.
	Kabel Plus
	1995
	Direct Sale
	19.00
	Telecommunications
	1

	Czech Rep.
	Jan Becher-Karlovarska Becherovka  (JBK)
	1997
	Joint venture
	60.00
	Drinks manufact.
	1

	Czech Rep.
	Skoda Energo
	1993
	joint venture
	21.30
	Engineering
	1

	Czech Rep.
	Ceske Radiokomunikace (CRa)
	1998
	Public Offer
	95.00
	Broadcasting
	1

	Czech Rep.
	SPT Telecom AS
	1998
	Public Offer
	30.81
	Telecommunication
	1

	Czech Rep.
	Ceskoslovenska obchodni banka (CSOB)
	1999
	Trade sale
	1175.00
	Financial intermediation (Banking)
	1

	Estonia
	Eesti Gaas (Estonian Gas) (Estongaz)
	1997
	Private sale
	5.60
	Gas
	1

	Estonia
	Estonian Shipping Company
	1997
	Private sale
	51.40
	Shipping
	1

	Estonia
	RAS Rakvere Lihakombinaat
	1995
	Sale of shares
	6.19
	Agribusiness
	1

	Estonia
	RAS Tallinna Meretehas
	1995
	Sale of shares
	3.23
	Manufacturing
	1

	Estonia
	Hotell Oliimpia
	1997
	Tender
	3.09
	Hotel
	1

	Estonia
	AS Kiviter
	1997
	Tender
	8.46
	Oil shale factory (Manufacturing)
	1

	Estonia
	Eesti Gaas
	1999
	Trade sale
	3.90
	Mining and Quarrying (Oil and gas)
	1

	Hungary
	Tungsram
	1989
	$400 Mn invest by end-94
	150.00
	Manufacturing
	1

	Hungary
	Matav
	1993
	Investment commitment of US$4.3bn until 2002
	961.00
	Telecommunications
	1

	Hungary
	Fejer-Komarom megyei dairy
	1992
	majority stake
	35.00
	Agribusiness
	1

	Hungary
	Penzintezeti Kozpont Bank (PK Bank)
	1997
	Private sale
	18.90
	Banking
	1

	Hungary
	Raba Magyar Vagon-es Gepgyar Rt
	1997
	Private sale
	53.50
	Vehicle Assembly
	1

	Hungary
	Országos Takarékpénztár és Kereskedelmi Bank Rt.
	1995
	Public Offer
	134.63
	Banking
	1

	Hungary
	Borsodchem Rt.
	1996
	Public Offer
	88.00
	Chemicals
	1

	Hungary
	Hajdutej Dairy
	1995
	Public Offer
	6.08
	Dairy
	1

	Hungary
	Primagaz Rt.
	1993
	Public Offer
	3.36
	Gas/Natural
	1

	Hungary
	Pannonplast Mlanyagipari Rt.
	1994
	Public Offer
	17.10
	Manufacturing
	1

	Hungary
	MOL Magyar Olaj- és Gázipari Rt.
	1995
	Public Offer
	614.00
	Oil & gas
	1

	Hungary
	EGIS Gyógyszergyár Rt.
	1994
	Public Offer
	54.10
	Pharmaceuticals
	1

	Hungary
	Richter Gedeon Vegyészeti Gyár Rt.
	1995
	Public Offer
	59.00
	Pharmaceuticals
	1

	Hungary
	Richter Gedeon Vegyészeti Gyár Rt.
	1994
	Public Offer
	80.36
	Pharmaceuticals
	1

	Hungary
	MOL Magyar Olaj-es Gazipari Rt
	1997
	Public Offer/ GDRs
	302.00
	Oil & Gas
	1

	Hungary
	Matav Rt
	1997
	Public Offer/ADRs
	1200.00
	Telecom
	1

	Hungary
	National Savings and Commercial Bank (OTP)
	1999
	Public Offering
	162.00
	Financial intermediation (Banking)
	1

	Hungary
	Matav
	1999
	Public Offering
	346.40
	Telecommunications
	1

	Hungary
	Kereskedelmi es Hitelbank (K&H bank)
	1997
	Tender
	30.00
	Banking
	1

	Hungary
	Észak-magyarországi Cramszolgáltató Rt.
	1995
	Tender
	101.44
	Electricity
	1

	Hungary
	Dél-dunántúli Cramszolgáltató Rt.
	1995
	Tender
	110.50
	Electricity
	1

	Hungary
	Tiszántúli Cramszolgáltató Rt.
	1995
	Tender
	120.03
	Electricity
	1

	Hungary
	Dél-Magyarországi Cramszolgáltató Rt.
	1995
	Tender
	154.37
	Electricity
	1

	Hungary
	Észak-dunántúli Cramszolgáltató Rt.
	1995
	Tender
	194.16
	Electricity
	1

	Hungary
	Dél-dunántúli Gázszolgáltató Részvénytársaság
	1995
	Tender
	36.22
	Gas
	1

	Hungary
	Észak-dunántúli Gázszolgáltató Részvénytársaság
	1995
	Tender
	43.53
	Gas
	1

	Hungary
	Közép-dunántúli Gázszolgáltató Részvénytársaság
	1995
	Tender
	52.39
	Gas
	1

	Hungary
	Dél-alföldi Gázszolgáltató Részvénytársaság
	1995
	Tender
	70.90
	Gas
	1

	Hungary
	Tiszántúli Gázszolgáltató Részvénytársaság
	1995
	Tender
	108.28
	Gas
	1

	Hungary
	Mátrai Erôml RT.
	1995
	Tender
	111.88
	Power
	1

	Hungary
	Dunamenti Erôml Rt.
	1995
	Tender
	141.53
	Power
	1

	Hungary
	Eszak-magyarorszagi Aramszolgaltato (Emasz)
	1999
	Trade sale
	66.00
	Electricity
	1

	Latvia
	Riga
	1997
	Joint Venture
	28.20
	Railway carriage maker (vehicle Assembly)
	1

	Latvia
	Latvian Gas
	1997
	Private sale
	48.70
	Oil & gas
	1

	Latvia
	LaSam
	1997
	Private sale
	128.00
	Pipeline operator (Infrastructure)
	1

	Latvia
	State JSC "Latvijas Gaze"
	1998
	Public Offer
	291.41
	Gas
	1

	Latvia
	State JSC "Ventspils nafta" (People's round)
	1998
	Public Offer
	43.50
	Oil and Gas
	1

	Latvia
	State JSC "Ventspils Nafta" - round 4
	1998
	Public Offer
	119.67
	Oil and Gas
	1

	Latvia
	State JSC "Ventspils Nafta" - round 3
	1998
	Public Offer
	176.10
	Oil and Gas
	1

	Latvia
	Liepajas Metalurgs
	1996
	Public Offer
	3.99
	Steel
	1

	Latvia
	SE Hotel "Latvija"
	1998
	Public Offer
	6.13
	Tourism
	1

	Latvia
	AS Latijas Unibanka
	1997
	Public Offer/ GDRs
	29.50
	Banking
	1

	Lithuania
	Joint-Stock Company Lietuvos Telekomas
	1998
	Direct negotiations
	510.00
	Telecommunications
	1

	Lithuania
	Baltikvairas
	1994
	Joint venture;  Investment commitment US$ 4.9m
	3.42
	Manufacturing
	1

	Lithuania
	Klaipedos Hidrotechnika
	1999
	Trade sale
	2.80
	Manufacturing
	1

	Lithuania
	Klapeida Sea Freight (Klasco)
	1999
	Trade sale
	50.00
	Transport
	1

	Poland
	Zaklady Celulozowo - Papiernicze S.A.
	1992
	$175Mn over 5 years committed
	120.00
	Manufacturing
	1

	Poland
	Philips Lighting Poland S.A.
	1991
	66.6% Phillips
	21.20
	Electrical/Electronics
	1

	Poland
	Polski Handle Spozycwczy (PHS)
	1997
	Direct investment
	35.80
	Retail
	1

	Poland
	Pierwszy Komercyjny Bank (PKBL)
	1998
	Direct Sale
	51.90
	Banking
	1

	Poland
	PBR Bank (Polish Development Bank) 
	1998
	Direct Sale
	52.80
	Banking
	1

	Poland
	Bank Gdanski
	1997
	Direct Sale
	82.90
	Banking
	1

	Poland
	BPH (Bank PrzemyslowoHandlowy)
	1998
	Direct Sale
	600.60
	Banking
	1

	Poland
	Elektronomiaz Warszawa
	1994
	Direct Sale
	7.00
	Construction
	1

	Poland
	Hydrobudow
	1994
	Direct Sale
	8.00
	Construction
	1

	Poland
	Polam Szczecinek S.A.
	1994
	Direct Sale
	32.00
	Electrical equipment
	1

	Poland
	Huta Szkla Jaroslaw
	1994
	Direct Sale
	3.35
	Glass
	1

	Poland
	ZWAR
	1998
	Direct Sale
	17.10
	Manufacturing
	1

	Poland
	Okcim
	1994
	Direct Sale
	20.00
	Manufacturing
	1

	Poland
	Telzas Szozecinek
	1994
	Direct Sale
	3.10
	Telecommunications
	1

	Poland
	Bank Przemyslowo- Handlowy
	1995
	GDRs
	102.00
	Banking
	1

	Poland
	Bank Gdanski
	1995
	GDRs
	112.00
	Banking
	1

	Poland
	Powszechny Bank Kredtowy (PBK) S.A.
	1997
	International Public Offering
	287.60
	Banking
	1

	Poland
	Bank Handlowy SA
	1997
	International Public Offering
	400.00
	Banking
	1

	Poland
	KGHM Polska Mied Y S.A.
	1997
	International Public Offering
	400.00
	Metallurgy (copper)
	1

	Poland
	Telekomunikacja Polska S.A.(TPSA)
	1998
	IPO
	900.00
	Telecommunication
	1

	Poland
	Cementownia "Rudniki" S.A.
	1998
	Mass privatization
	20.30
	Mineral Industry
	1

	Poland
	Polish Investment Bank (PBI); Prospor Bank
	1997
	Private sale
	66.10
	Banking
	1

	Poland
	Celma Maszyny Elktryczne (CELMA ME)
	1997
	Private sale
	8.00
	electric motors (machinery)
	1

	Poland
	Wielkopolska Huta Szkla
	1997
	Private sale
	20.00
	Glass Manufacturing
	1

	Poland
	Glinojeck sugar refinery
	1997
	Private sale
	16.00
	Sugar refinery
	1

	Poland
	ZPC Ursus
	1997
	Private sale
	164.70
	Tractor maker (Veh. assembly)
	1

	Poland
	Bank Przemyslowo- Handlowy (BPH)
	1994
	Public Offer
	148.00
	Banking
	1

	Poland
	Stomil Olsztyn
	1995
	Public Offer
	26.70
	Chemicals
	1

	Poland
	Rafako Industrial Boiler
	1994
	Public Offer
	20.00
	Manufacturing
	1

	Poland
	Polifarb Wroclaw S.A.
	1994
	Public Offer
	30.00
	Manufacturing
	1

	Poland
	Stalexport
	1994
	Public Offer
	74.00
	Steel
	1

	Poland
	Titasz/Dedasz
	1999
	Public Offering
	19.90
	Electricity
	1

	Poland
	Polski Koncern Naftowy (PKN)
	1999
	Public Offering
	513.00
	Mining and quarrying (Oil and gas)
	1

	Poland
	Netia Holdings
	1999
	Public Offering
	121.00
	Telecommunications
	1

	Poland
	Hutmen
	1997
	Public tender
	18.50
	metals processor (machinery)
	1

	Poland
	Zaklady Przemyslu Tytonlowego Radom
	1995
	Tender
	64.00
	Manufacturing
	1

	Poland
	Przedsiebiorstwo Wyrobow Tytoniowych w Augustowic
	1995
	Tender
	88.00
	Manufacturing
	1

	Poland
	Wytwornia Wyrobow Tytonlowych SA Poznan
	1995
	Tender
	130.00
	Manufacturing
	1

	Poland
	Polskie Linie Lotwicze (LOT)
	1999
	Trade sale
	33.70
	Air transport
	1

	Poland
	Zespól Elektrocieplowni Patnów-Adamów-Konin S.A. (PAK PPP)
	1999
	Trade sale
	88.00
	Electricity
	1

	Poland
	ZWAR  S.A.
	1997
	Trade sale
	17.70
	Electro-engineering
	1

	Poland
	Fabryka Kabli Ozarow Sa
	1997
	Trade sale
	52.60
	Electro-engineering/cable maker
	1

	Poland
	Bank Zachodni S.A. **
	1999
	Trade sale
	585.80
	Financial Intermediation (Banking)
	1

	Poland
	Bank Pekao S.A.** (Bank Polska Kasa Opieki SA)
	1999
	Trade sale
	1074.00
	Financial Intermediation (Banking)
	1

	Poland
	Powszechny Zaklad Ubezpieczen (PZU)
	1999
	Trade sale
	710.50
	Financial intermediation (Insurance)
	1

	Poland
	Orbis S.A.
	1999
	Trade sale
	57.30
	Hotels and restaurants
	1

	Poland
	Warta Insurance
	1999
	Trade sale
	44.20
	Insurance
	1

	Poland
	Lezajsk S.A.
	1997
	Trade sale
	3.00
	Manufacturing
	1

	Poland
	Polifarb Debica
	1999
	Trade sale
	6.05
	Manufacturing
	1

	Poland
	Morliny Meat Plant
	1999
	Trade sale
	8.00
	Manufacturing
	1

	Poland
	KFA-valves manufacturer
	1999
	Trade sale
	8.30
	Manufacturing
	1

	Poland
	Izolacja Zdunska Wola
	1999
	Trade sale
	20.20
	Manufacturing
	1

	Poland
	Polar Home Appliances
	1999
	Trade sale
	35.90
	Manufacturing
	1

	Poland
	ZPG Dolina Nidy
	1999
	Trade sale
	60.00
	Manufacturing
	1

	Poland
	ISKRA S.A.
	1998
	Trade sale
	44.80
	Manufacturing/Machinery
	1

	Poland
	Cementownia Warszawa Sp. Zoo
	1998
	Trade sale
	15.80
	Mineral Industry
	1

	Poland
	Torunskie Zaklady Urzadzen Mlynskich “Spomasz” S.A.
	1999
	Trade sale
	1.00
	Other
	1

	Poland
	Celluloza S.A. (Swiecie Pulp and Paper)
	1997
	Trade sale
	157.60
	Paper
	1

	Poland
	POLFA Rzeszow SA
	1997
	Trade sale
	32.60
	Pharmaceuticals
	1

	Poland
	POLFA Krakow SA
	1997
	Trade sale
	97.00
	Pharmaceuticals
	1

	Poland
	Poznanskie Przedsiebiorstwo Projektowe "Jedynka Poznan" S.A.
	1998
	Trade sale
	1.00
	Services
	1

	Poland
	Wojewodzkie Przedsiebiorstwo Turystyki
	1998
	Trade sale
	2.71
	Tourism
	1

	Poland
	Domy Towarowe CENTRUM S.A.
	1998
	Trade sale
	30.30
	Trade
	1

	Romania
	Vultural SA
	1996
	Direct Sale
	18.00
	Manufacturing
	1

	Romania
	Dero
	1995
	Direct Sale
	20.00
	Manufacturing
	1

	Romania
	Romtensid
	1995
	Direct Sale
	40.00
	Manufacturing
	1

	Romania
	Timosoara
	1995
	Direct Sale
	40.00
	Manufacturing
	1

	Romania
	Oltcit
	1996
	Direct Sale
	156.00
	Manufacturing
	1

	Romania
	Vega refinery
	1998
	Direct Sale
	19.00
	Oil and gas
	1

	Romania
	Intercontinental Hotel
	1995
	Direct Sale
	30.00
	Tourism
	1

	Romania
	Casial
	1997
	Private sale
	50.00
	Cement
	1

	Romania
	Bucharest Hotel (Hotel Bucuresti)
	1997
	Private sale
	135.00
	Hotel
	1

	Serbia
	Telecom Serbia
	1997
	Direct Sale
	907.00
	Telecom
	1

	Slovakia
	Pol'nohosp.stavby Pies'any
	1994
	Direct Sale
	3.18
	Agriculture
	1

	Slovakia
	Tesla
	1994
	Direct Sale
	7.35
	Agriculture
	1

	Slovakia
	Slovakofarma
	1994
	Direct Sale
	48.82
	Chemicals
	1

	Slovakia
	Matador
	1994
	Direct Sale
	50.16
	Chemicals
	1

	Slovakia
	Chemosvit Svit
	1994
	Direct Sale
	63.43
	Chemicals
	1

	Slovakia
	Bansk, stavby s.p. Prievidza
	1994
	Direct Sale
	8.34
	Construction
	1

	Slovakia
	Zipp Bratislava
	1994
	Direct Sale
	5.96
	Construction /material
	1

	Slovakia
	Topvar Topol'cany
	1994
	Direct Sale
	17.57
	Food processing
	1

	Slovakia
	VU sprac.a aplik.plast.latok
	1994
	Direct Sale
	2.92
	Industry
	1

	Slovakia
	Makyta
	1994
	Direct Sale
	25.56
	Manufacturing
	1

	Slovakia
	Zapadoslov Trnava
	1994
	Direct Sale
	6.10
	Services
	1

	Slovakia
	Ustav cest.hospod dopravy
	1994
	Direct Sale
	2.97
	Transportation
	1

	Slovakia
	Agrozet Zvolen
	1995
	Sale of assets
	3.52
	Agriculture
	1

	Slovakia
	Obch.-semen.podnik Kosice
	1995
	Sale of assets
	7.48
	Agriculture
	1

	Slovakia
	Petrochema, s.p. Dubova
	1995
	Sale of assets
	21.86
	Chemicals
	1

	Slovakia
	Priemstav s.p. Bratislava
	1995
	Sale of assets
	18.45
	Construction
	1

	Slovakia
	EZ Elektrosystemy Bratislava
	1995
	Sale of assets
	5.63
	Electronics
	1

	Slovakia
	Pilo Impregna Kosice
	1995
	Sale of assets
	6.55
	Engineering
	1

	Slovakia
	Korasan Rajec
	1995
	Sale of assets
	7.57
	Manufacturing
	1

	Slovakia
	Lykove textilne zavody Revuca
	1995
	Sale of assets
	19.45
	Manufacturing
	1

	Slovakia
	Benzinol
	1995
	Sale of shares
	43.72
	Petroleum
	1

	Slovakia
	Slovnaft
	1995
	Sale of shares
	112.70
	Petroleum
	1

	Slovakia
	ZOS Zvolen
	1995
	Sale of shares
	6.13
	Transport
	1

	Slovakia
	ZOS Vrutky
	1995
	Sale of shares
	8.51
	Transport
	1


Source: Privatization Database, World Bank.
Table 7
EU Privatization Database (2000-2008)

Top of Form

Excel
	Country
	Year
	Sector
	Name
	Amount in US$ (in millions)

	Bulgaria
	2000
	Energy
	Pirinska Bistritsa
	15

	Bulgaria
	2000
	Competitive
	Pamporovo Mountain Resort
	11

	Bulgaria
	2000
	Financial
	Bulbank AD
	316

	Bulgaria
	2000
	Other
	Sodi Devnya
	2

	Bulgaria
	2001
	Competitive
	Beliizvorski Tsement
	8

	Bulgaria
	2001
	Competitive
	Hotel Complex Europe
	7

	Bulgaria
	2001
	Financial
	Tz-Tznika
	6

	Bulgaria
	2001
	Infrastructure
	Globul
	135

	Bulgaria
	2002
	Primary
	Lagerenzavot
	7

	Bulgaria
	2002
	Competitive
	Alen-Mak Plovdiv
	6

	Bulgaria
	2002
	Competitive
	Intertravel Service
	7

	Bulgaria
	2002
	Financial
	Biochim
	86

	Bulgaria
	2002
	Other
	Shumensko Pivo
	3

	Bulgaria
	2003
	Infrastructure
	Sofia gas distribution
	...

	Bulgaria
	2003
	Infrastructure
	Russe gas distribution
	13

	Bulgaria
	2003
	Infrastructure
	Varna gas distribution
	5

	Bulgaria
	2003
	Energy
	Prouchvane i Dobiv na Neft i Gaz
	25

	Bulgaria
	2003
	Competitive
	Atomenergoremont PLC
	10

	Bulgaria
	2003
	Competitive
	Rodina Publishing & Printing House
	4

	Bulgaria
	2003
	Infrastructure
	Portflot –Bourgas, EAD
	5

	Bulgaria
	2003
	Financial
	Banka DSK AD
	364

	Bulgaria
	2003
	Financial
	DSK Bank EAD
	359

	Bulgaria
	2004
	Infrastructure
	Southeast Electricity Distribution Group
	345

	Bulgaria
	2004
	Infrastructure
	Northeast Electricity Distribution Group
	181

	Bulgaria
	2004
	Infrastructure
	Bulgarian Telecommunications Company
	722

	Bulgaria
	2005
	Infrastructure
	Western Electricity Distribution Group
	364

	Bulgaria
	2005
	Competitive
	Dunarit Russe 
	1

	Bulgaria
	2005
	Competitive
	Gypsum Koshava 
	2

	Bulgaria
	2005
	Infrastructure
	Globul
	27

	Bulgaria
	2005
	Infrastructure
	MobilTel AD
	51

	Bulgaria
	2006
	Infrastructure
	Varna Power Plant
	259

	Bulgaria
	2007
	Infrastructure
	Ruse Thermal Power Plant 
	117

	Bulgaria
	2007
	Infrastructure
	Slanchev Briag Electricity Distribution Company
	32

	Bulgaria
	2008
	Competitive
	Bulgartabac 
	37

	Bulgaria
	2008
	Competitive
	Bulgarian Marine Operator
	334

	Estonia
	2000
	Infrastructure
	Tartu Keskkatlamaja
	13

	Estonia
	2000
	Competitive
	Starman(Telia AB)
	9

	Estonia
	2000
	Competitive
	Estonian Broadcasting Center
	6

	Estonia
	2000
	Competitive
	Broadcasting Transmissions
	5

	Estonia
	2000
	Infrastructure
	Estonian Railways
	15

	Estonia
	2000
	Financial
	Optiva Pank
	13

	Estonia
	2000
	Infrastructure
	Tallinn Water
	115

	Estonia
	2001
	Infrastructure
	Parnu Soojus
	2

	Estonia
	2001
	Infrastructure
	Eesti Raudtee
	57

	Estonia
	2006
	Infrastructure
	Bravocom 3G License
	6

	Hungary
	2000
	Competitive
	ICN Magyarorszag Rt
	4

	Hungary
	2000
	Primary
	Nitrokemia 2000 Rt (APV Rt)
	1

	Hungary
	2000
	Competitive
	New York Palace
	9

	Hungary
	2000
	Financial
	Hungarian Commercial and Credit Bank
	37

	Hungary
	2000
	Financial
	K&H Bank
	37

	Hungary
	2000
	Financial
	ITC Real Estate Agency
	6

	Hungary
	2001
	Competitive
	Hungaropharma
	14

	Hungary
	2001
	Competitive
	Malev Pannonia
	22

	Hungary
	2001
	Financial
	K&H Bank
	37

	Hungary
	2001
	Financial
	Budapest Bank
	2

	Hungary
	2001
	Other
	MAV Hajdu
	4

	Hungary
	2002
	Competitive
	Hungaropharma
	17

	Hungary
	2003
	Primary
	Dunaferr Rt.
	2

	Hungary
	2003
	Financial
	Postabank Rt.
	469

	Hungary
	2003
	Financial
	FHB Bank Rt
	134

	Hungary
	2003
	Financial
	Földhitel és Jelzálogbank Rt.
	53

	Hungary
	2003
	Financial
	Konzumbank Rt.
	50

	Hungary
	2003
	Financial
	Hajogyari Sziget Vagupmlezelo Kft
	21

	Hungary
	2004
	Energy
	MOL Rt. (gas assets)
	536

	Hungary
	2004
	Energy
	MOL Rt
	360

	Hungary
	2004
	Energy
	MOL Rt
	16

	Hungary
	2004
	Energy
	Egaz
	55

	Hungary
	2004
	Competitive
	BÃ³lyi Mg Rt
	25

	Hungary
	2004
	Competitive
	Nemzeti TankÃ¶nyvkiadÃ³ Rt.
	13

	Hungary
	2004
	Competitive
	HÃ³d-MezÃµgazda Rt.
	11

	Hungary
	2004
	Competitive
	Six Agricultural Farms
	64

	Hungary
	2004
	Financial
	Forras Rt
	19

	Hungary
	2004
	Infrastructure
	Magyar Telekom (former Matav)
	25

	Hungary
	2004
	Infrastructure
	Pannon
	103

	Hungary
	2005
	Competitive
	National Textbook Publisher Ltd
	17

	Hungary
	2005
	Competitive
	Telit Rt. (spin off MATAV Rt.)
	3

	Hungary
	2005
	Competitive
	Hungexpo Rt
	39

	Hungary
	2005
	Competitive
	Antenna Hungaria
	238

	Hungary
	2005
	Infrastructure
	Budapest International Airport
	2,320

	Hungary
	2006
	Infrastructure
	Magyar Olaj-es Gazipari (MOL)
	1,419

	Hungary
	2006
	Energy
	MOL Foldgazellato Rt
	479

	Hungary
	2006
	Infrastructure
	Budapesti Szabadkikoto Logisztikai (BSZL)
	23

	Hungary
	2007
	Competitive
	Malev
	173

	Hungary
	2007
	Financial
	FHB Bank Rt
	357

	Latvia
	2002
	Infrastructure
	Latvijas Gaze
	13

	Latvia
	2002
	Competitive
	Latvian Shipping Company
	57

	Latvia
	2003
	Primary
	Ventspils Nafta
	8

	Latvia
	2003
	Financial
	Latvian Savings Bank
	7

	Latvia
	2006
	Infrastructure
	Ventspils Nafta
	135

	Lithuania
	2000
	Financial
	Development Bank
	10

	Lithuania
	2001
	Competitive
	Vilniaus Vingis
	3

	Lithuania
	2001
	Infrastructure
	LISCO
	48

	Lithuania
	2001
	Financial
	Lithuanian Taupomasis
	37

	Lithuania
	2002
	Infrastructure
	Lietuvos Dujos
	38

	Lithuania
	2002
	Financial
	Agricultural Bank of Lithuania
	18

	Lithuania
	2003
	Infrastructure
	Kauno Elektrine
	38

	Lithuania
	2003
	Infrastructure
	Vakaru Skirstomieji Tinklai AB
	192

	Lithuania
	2003
	Competitive
	Stumbras AB
	52

	Lithuania
	2003
	Competitive
	Klaipedos Transporto Laivynas AB
	16

	Lithuania
	2004
	Infrastructure
	Lietuvos Dujos
	37

	Lithuania
	2005
	Competitive
	AB Spauda
	4

	Lithuania
	2005
	Competitive
	AB Lietuvos Avialinijos
	9

	Lithuania
	2006
	Energy
	Mazeiklis Nafta
	852

	Lithuania
	2008
	Competitive
	Vilniaus Sigma AB
	2

	Poland
	2000
	Infrastructure
	Elektrocieplownie Warszawskie SA
	235

	Poland
	2000
	Infrastructure
	Elektrownia im. Tadeusza Kosciuszki SA, Polaniec
	173

	Poland
	2000
	Infrastructure
	Elektrownia im. Tadeusza Kosciuszki SA, Polaniec
	82

	Poland
	2000
	Infrastructure
	Zespol Electroceiplowni Wybrzeze
	57

	Poland
	2000
	Infrastructure
	Kogeneracja
	45

	Poland
	2000
	Infrastructure
	Bedzin Heat and Power
	8

	Poland
	2000
	Energy
	Polski Concern Naftowy Orlen (PKN Orlen)
	709

	Poland
	2000
	Competitive
	Polpharma SA
	75

	Poland
	2000
	Competitive
	FLT Iskra SA
	45

	Poland
	2000
	Competitive
	Olsztynskie Fabryki Mebli
	4

	Poland
	2000
	Competitive
	Tarnow Ceramics Plant
	3

	Poland
	2000
	Competitive
	Opoczno SA
	75

	Poland
	2000
	Primary
	KZPW Miedzianka SA
	18

	Poland
	2000
	Competitive
	Warsaw Centrum
	27

	Poland
	2000
	Competitive
	Orbis Hotels
	133

	Poland
	2000
	Competitive
	Piast Tourist
	3

	Poland
	2000
	Financial
	Bank Polska Kasa Opieki-Pekao
	182

	Poland
	2000
	Infrastructure
	Telekomunikacja Polska (TPSA)
	4,300

	Poland
	2001
	Infrastructure
	Elektrownia Rybnik
	279

	Poland
	2001
	Infrastructure
	Gornoslaski Zaklad Electroenergetyczny
	266

	Poland
	2001
	Infrastructure
	Zielona Gora
	131

	Poland
	2001
	Energy
	MEC Koszalin
	4

	Poland
	2001
	Energy
	Zec Zlotow
	1

	Poland
	2001
	Competitive
	WSK Gorzyce
	18

	Poland
	2001
	Competitive
	Dronimex Heintz
	4

	Poland
	2001
	Competitive
	Polmos Poznan
	71

	Poland
	2001
	Competitive
	Polmos Starogard Gdanski
	9

	Poland
	2001
	Competitive
	Rolimpex
	11

	Poland
	2001
	Primary
	Olstynkie Kopalnie Surowcow
	3

	Poland
	2001
	Primary
	Kopalnie Sorowcow Skalynch
	2

	Poland
	2001
	Competitive
	Gdansk Stocznia Remontowa
	29

	Poland
	2001
	Competitive
	Dyrekcja Eksploatacji System
	76

	Poland
	2001
	Infrastructure
	Telekomunikacja Polska (TPSA)
	902

	Poland
	2002
	Infrastructure
	Bialystok Power Plant
	45

	Poland
	2002
	Infrastructure
	STOEN
	496

	Poland
	2002
	Infrastructure
	Skawina power plant
	81

	Poland
	2002
	Infrastructure
	Elektrocieplownia Torun and Energotor Torun
	19

	Poland
	2002
	Competitive
	Polfa Grodzisk
	30

	Poland
	2002
	Competitive
	Cefarm Warszawa
	23

	Poland
	2002
	Competitive
	Polmos SA Wroclaw
	16

	Poland
	2002
	Competitive
	Akwawit SA
	13

	Poland
	2002
	Competitive
	Fabryka Wodek Gdanskich SA
	9

	Poland
	2002
	Competitive
	Polfa Lublin
	9

	Poland
	2002
	Competitive
	Bester SA
	7

	Poland
	2002
	Competitive
	Polmos Torun
	5

	Poland
	2002
	Primary
	WSK Rzeszow
	70

	Poland
	2002
	Competitive
	Uzdrowisko Naleczow SA
	9

	Poland
	2002
	Infrastructure
	Maczki Bor Sp. Z.O.
	8

	Poland
	2002
	Financial
	Cuprum Bank
	7

	Poland
	2003
	Infrastructure
	Rybnik power Plant
	108

	Poland
	2003
	Infrastructure
	Rybnik power Plant
	48

	Poland
	2003
	Competitive
	Slaska Spolka Cukrowa SA
	77

	Poland
	2003
	Competitive
	Polmos SA
	34

	Poland
	2003
	Competitive
	ZPW Trzuskawica SA
	21

	Poland
	2003
	Competitive
	Cefarm Krakow
	9

	Poland
	2003
	Competitive
	Lmeat-Lukow SA
	6

	Poland
	2003
	Competitive
	Damel SA
	4

	Poland
	2003
	Infrastructure
	Gdansk Przedsiebiorstwo
	50

	Poland
	2003
	Infrastructure
	Baltic Container Terminal in Gdynia
	41

	Poland
	2003
	Infrastructure
	Telekomunikacja Polska SA
	426

	Poland
	2003
	Infrastructure
	Telbank SA
	81

	Poland
	2004
	Competitive
	Optex Opoczno
	43

	Poland
	2004
	Competitive
	Polskie Huty Stali SA
	252

	Poland
	2004
	Competitive
	Cefarm Lodz
	6

	Poland
	2004
	Competitive
	Pekaes SA
	50

	Poland
	2004
	Financial
	PKO Bank Polski SA
	2,352

	Poland
	2005
	Energy
	PGNiG
	838

	Poland
	2005
	Energy
	Grupa Lotos
	302

	Poland
	2005
	Competitive
	Polmos Bialystok
	312

	Poland
	2005
	Competitive
	Polmos Bialystok
	92

	Poland
	2005
	Competitive
	Polish Chemical Co Pulawy
	92

	Poland
	2005
	Competitive
	Zelmer SA
	34

	Poland
	2005
	Competitive
	Zelmer SA
	16

	Poland
	2005
	Competitive
	Totolotek ToTo-Mix SA
	4

	Poland
	2005
	Competitive
	Impexmetal SA 
	60

	Poland
	2005
	Infrastructure
	P4 Telecom
	105

	Poland
	2006
	Competitive
	ZAT
	113

	Poland
	2006
	Competitive
	Jelfa SA
	93

	Poland
	2006
	Competitive
	Sarzyna
	79

	Poland
	2006
	Competitive
	Ruch
	28

	Poland
	2006
	Competitive
	Kopex SA
	26

	Poland
	2006
	Competitive
	Zachem
	26

	Poland
	2006
	Infrastructure
	Elektrocieplownia Zdunska Wola Sp zoo
	11

	Poland
	2007
	Competitive
	Zaklady Azotowe Pulawy
	37

	Poland
	2007
	Competitive
	CMC Zawiercie SA
	60

	Poland
	2007
	Competitive
	Polskie Zaklady Lotnicze-PZL Mielec
	80

	Poland
	2007
	Competitive
	Pfeiderer Prospan SA
	114

	Poland
	2007
	Competitive
	Stocznia Gdansk
	180

	Poland
	2008
	Competitive
	Przedsiebiorstwo Produkcji Kruszyw w Dzialdowie Sp zoo
	2

	Poland
	2008
	Competitive
	Tarnow
	135

	Poland
	2008
	Infrastructure
	ENEA S.A. 
	738

	Poland
	2008
	Infrastructure
	Skawina power plant 
	39

	Poland
	2008
	Competitive
	Polfa Grodzisk
	46

	Poland
	2008
	Competitive
	ZEC ENERGOSERVICE Sp zoo
	1

	Poland
	2008
	Infrastructure
	Bydgoszcz Airport
	8

	Romania
	2000
	Energy
	Petromidia SA
	50

	Romania
	2000
	Energy
	Combinatul Siderurgic Resita
	5

	Romania
	2000
	Competitive
	Stomil Belchatow SA
	3

	Romania
	2000
	Competitive
	Parc Turism Craiova (Romania)
	4

	Romania
	2000
	Infrastructure
	RGAB
	35

	Romania
	2001
	Financial
	Banca Agricola SA
	7

	Romania
	2002
	Competitive
	Santierul Naval Constantza
	17

	Romania
	2002
	Primary
	ALRO
	11

	Romania
	2003
	Energy
	Chimcomplex Borzesti
	30

	Romania
	2003
	Competitive
	SC Petrotub SA Roman
	6

	Romania
	2003
	Competitive
	Iasitex Sa
	6

	Romania
	2003
	Competitive
	Sibac SA
	1

	Romania
	2003
	Competitive
	ICMUG SA
	3

	Romania
	2003
	Competitive
	MAT SA
	2

	Romania
	2003
	Primary
	SC Industria Sarmei Campia Turzii
	3

	Romania
	2003
	Primary
	SC Siderurgica SA Hunedoara
	1

	Romania
	2003
	Competitive
	Letea Trade Co
	26

	Romania
	2003
	Financial
	Banca Comerciala Romana
	222

	Romania
	2003
	Infrastructure
	RomTelecom SA
	273

	Romania
	2003
	Infrastructure
	RomTelecom SA
	239

	Romania
	2003
	Other
	Fabrica de Tancuri
	3

	Romania
	2004
	Infrastructure
	Distrigaz Sud
	158

	Romania
	2004
	Infrastructure
	Distrigaz Nord S.A. (E.ON Gaz Romania)
	159

	Romania
	2004
	Energy
	SNP Petrom
	1,700

	Romania
	2004
	Financial
	Romanian Development Bank
	56

	Romania
	2004
	Infrastructure
	Orange Romania
	45

	Romania
	2004
	Infrastructure
	Vodafone Romania
	45

	Romania
	2005
	Infrastructure
	Electrica Banat & Dobrogea
	46

	Romania
	2005
	Infrastructure
	Electrica Oltenia S.A.
	60

	Romania
	2005
	Infrastructure
	Electrica Moldova S.A.
	40

	Romania
	2006
	Financial
	Banca Comerciala Romania
	4,700

	Romania
	2006
	Infrastructure
	Transelectrica SA
	45

	Romania
	2007
	Infrastructure
	Romanian gas transmission company (Transgaz)
	2,600

	Romania
	2007
	Infrastructure
	RCS & RDS 
	35

	Romania
	2008
	Infrastructure
	Micro Hydro Power (7 plant package)
	6

	Romania
	2008
	Infrastructure
	Micro Hydro Power (9 plant package)
	2

	Romania
	2008
	Infrastructure
	Electrica Muntenia Sud
	581

	Romania
	2008
	Infrastructure
	Micro Hydro Power (17 plant package)
	41

	Romania
	2008
	Competitive
	Automobile Craiova
	85

	Slovenia
	2007
	Financial
	Slovenska Industrija Jekla (SIJ)
	139

	Slovenia
	2007
	Competitive
	Istrabenz
	230

	Slovenia
	2007
	Financial
	Nova Kreditna Banka Maribor (NKBM)
	455

	Czech Republic
	2000
	Energy
	Paramo AS
	3

	Czech Republic
	2000
	Competitive
	Moravske Chemicke Zavody
	55

	Czech Republic
	2000
	Competitive
	Chemicke Zavody Sokolov AS
	36

	Czech Republic
	2000
	Financial
	Ceska Sporitelna
	534

	Czech Republic
	2000
	Infrastructure
	Broadnet
	4

	Czech Republic
	2000
	Infrastructure
	Nextra Wireless
	4

	Czech Republic
	2000
	Infrastructure
	Pragonet
	25

	Czech Republic
	2000
	Infrastructure
	VAK Beroun
	2

	Czech Republic
	2000
	Infrastructure
	Benesov and Prague-west water and sewerage companies
	4

	Czech Republic
	2001
	Competitive
	Jan Becher Karlovarska
	37

	Czech Republic
	2001
	Competitive
	Tatra AS
	32

	Czech Republic
	2001
	Competitive
	Ceska Typografie AS
	12

	Czech Republic
	2001
	Competitive
	Nova Hut Zabreh
	2

	Czech Republic
	2001
	Primary
	Sklo Zelezny Brod
	7

	Czech Republic
	2001
	Competitive
	Ceska Radiocomunikace
	179

	Czech Republic
	2001
	Competitive
	Petra-Petrol Stations
	15

	Czech Republic
	2001
	Financial
	Komercni Banka
	1,020

	Czech Republic
	2001
	Financial
	Cesksa Pojistovna
	102

	Czech Republic
	2001
	Financial
	Ceska Sporitelna
	27

	Czech Republic
	2001
	Infrastructure
	Prazske Vodovody A Kanalizace
	163

	Czech Republic
	2001
	Infrastructure
	Prague Water
	161

	Czech Republic
	2001
	Infrastructure
	Prague Water
	28

	Czech Republic
	2002
	Infrastructure
	Transgas
	3,775

	Czech Republic
	2002
	Infrastructure
	Severomoravska Plynarenska
	...

	Czech Republic
	2002
	Energy
	Jihomoravska plynarenska
	135

	Czech Republic
	2002
	Competitive
	Nova Hut
	270

	Czech Republic
	2002
	Competitive
	Zetor Brno
	4

	Czech Republic
	2002
	Financial
	Prvni Mestska Banka
	13

	Czech Republic
	2002
	Infrastructure
	Vodarny Kladno Melnik (VKM)
	25

	Czech Republic
	2003
	Infrastructure
	Transgas
	46

	Czech Republic
	2003
	Infrastructure
	CEPS AG
	488

	Czech Republic
	2003
	Infrastructure
	Zasobovani Teplem Ostrava AS
	20

	Czech Republic
	2003
	Competitive
	Skoda Holding AS
	140

	Czech Republic
	2003
	Competitive
	Nova Hut
	20

	Czech Republic
	2003
	Competitive
	Vitkovice AS
	14

	Czech Republic
	2004
	Energy
	Unipetrol
	498

	Czech Republic
	2004
	Primary
	OKD
	175

	Czech Republic
	2004
	Primary
	Sokolovska Uhelna
	111

	Czech Republic
	2004
	Competitive
	Trustfin
	1

	Czech Republic
	2005
	Competitive
	Vitkovice Steel
	244

	Czech Republic
	2005
	Primary
	Severoceské doly, a.s. 
	378

	Czech Republic
	2005
	Infrastructure
	Cesky Telecom 
	3,300

	Czech Republic
	2005
	Infrastructure
	VAK Hradec Kralove
	10

	Czech Republic
	2007
	Competitive
	Aero Vodochody as
	139

	Czech Republic
	2007
	Financial
	Komercni uverova pojistovna (EGAP)
	38

	Czech Republic
	2007
	Infrastructure
	CEZ AS
	278

	Czech Republic
	2008
	Competitive
	Skodaexport Co Ltd
	7


Source: Privatization Database, World Bank.
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� See, Kallianiotis (2007).


� The Great Panic or “planned” financial crisis (late 2000s) led governments to similar actions, but at a smaller scale.


� See, Walter and Smith (2000, p. 165).


� See, The Wall Street Journal, September 8, 2008, pp. A1and A14.


� See, The Wall Street Journal, September 9, 2008, pp. A1, A21, C1, and C14. Also, on December 2, 2008, the oil price fell to $46.96 per barrel, the gold to $781.30, and the dollar to 1.2705 $/€. (The Wall Street Journal, December 3, 2008, p. A1). But, on June 11, 2009, these values were deteriorated, � EMBED Equation.3  ���= $72.73 per barrel, � EMBED Equation.3  ���= $959.00 per ounce, and the exchange rate has reached S = 1.4084 $/€. (Bloomberg.com, June 11, 2009). On August 22, 2011, their values were:  the oil price at $83.41 per barrel, the gold reached the outrageous price of $1,892.60, and the dollar fell to 1.4411 $/€. (Bloomberg.com, August 22, 2011). Now (October 4, 2011), the oil price is $77.36, gold fell to $1,625.10, and the dollar appreciated to 1.3259 $/€. (Bloomberg.com, October 4, 2011).


� See, The Wall Street Journal, January 9, 2009, pp. A1and C2.


� See, The Wall Street Journal, February 17, 2009, pp. A1and C1.


� Federal Deposit Insurance Corp. Chairman Sheila Bair said she would be “very surprised” if the government took over any large U.S. banks. Regulators seized 25 U.S. lenders in 2008, the most since 1993, as a deepening recession spurred a rise in foreclosures that hurt bank profits. The FDIC’s deposit insurance fund had $34.6 billion at the end of the third quarter of 2008, during which IndyMac Bancorp Inc. and Washington Mutual Inc. became the biggest U.S. lenders to fail. Bair told reporters the agency may need to use its authority to borrow from the U.S. Treasury to maintain the insurance fund. The FDIC in December 2008 doubled fees that institutions pay to insure their customer’s deposits, a step to rebuild the deposit fund. The agency also can tap a $30 billion line of credit at the Treasury Department and borrow up to $40 billion from the Federal Financing Bank to cover assets at failed banks. (Bloomberg.com, January 15, 2009).


� On Tuesday, January 20, 2009, Barack Obama was sworn as the 44th U.S. president, calling on the nation to put aside greed and irresponsibility (that we have seen lately in this corrupted and uncontrolled value-free financial market) and “begin again the work of remaking America” at a time of war and recession. Mr. Obama called on Americans to return to the values of “hard work and honesty, courage and fair play, tolerance and curiosity” that have seen the country through past crises. Also, he said that “we reject as false the choice between our safety and our ideals”. But our greedy and corrupted financial market feared that the new government is going to control it or might nationalize some falling institutions (banks), investors reacted negatively by selling their shares and the DJIA posted its worst Inauguration Day performance ever, falling 332.13 points (-4.0%) to 7,949.09. The dollar appreciated to 1.2882 $/€; the oil price increased by $2.23 per barrel to $38.74; the gold price went up by $15.30 per ounce to $854.60; and the interest rate increased (10-year Treasurys closed to 2.344%. (See, The Wall Street Journal, January 21, 2009, pp. A1, A3, A4, A14, and C1).


� See, Bloomberg.com, February 19, 2009.


� See, The Wall Street Journal, February 20, 2009, pp. A1and A10. Lloyds reached a deal with the U.K. in which the government would insure more than $353 billion in assets and raise its stake to as much as 75%. (The Wall Street Journal, March 7-8, 2009, pp. A1and B3).


� Chavez has already nationalized banks, telecommunications, oil fields, the power sector, and hundreds of thousands of acres of farmland. Venezuela produces about 1.7 metric tons of gold a year, Bart Melek (head of commodity strategy with TD Securities) said. See, The Wall Street Journal, August 18, 2011, pp. A1 and A10. 


� See, The Wall Street Journal, February 27, 2009, pp. A1and A10.


� See, The Wall Street Journal, February 19, 2008, pp. A1 and A16.


� See, The Wall Street Journal, October 6, 2008, pp. A1 and A12.


� See, The Wall Street Journal, November 10, 2008, pp. A1 and A12.


� The Pennsylvania legislature was expected to vote on a $12.8 billion deal struck between the governor and a group of private investors to lease America’s oldest major toll road, the 537-mile Pennsylvania Turnpike. (See, The Wall Street Journal, August 26, 2008, pp. A1 and A16).


� See, The Wall Street Journal, February 23, 2009, pp. A1and A10.


� See, The Wall Street Journal, February 25, 2009, pp. A1 and A12.


� See, Bloomberg.com, February 25, 2009.


� “I don’t welcome that at all, but I could see how it’s possible it may happen,” Dodd said. “I’m concerned that we may end up having to do that, at least for a short time.” Citigroup and Bank of America, which received $90 billion in U.S. aid in the past four months, fell as much as 36% on February 20, 2009, on concern they may be nationalized. Citigroup, based in New York, fell as low as $1.61. Bank of America, based in Charlotte, North Carolina, tumbled as low as $2.53. President Barack Obama’s administration was resisting the idea of nationalizing banks, said Dodd, a Connecticut Democrat. “They prefer not to go that way for all of the reasons that we’re familiar with in terms of the symbolic notion of nationalization of major lending institutions,” he said. The Obama administration strongly believes a “privately held banking system is the correct way to go,” White House spokesman Robert Gibbs told reporters at a briefing. “That’s been our belief for quite some time, and we continue to have that,” Gibbs said. ‘Leeway’ on Compensation is necessary in a fair and just society, too. Treasury Secretary Timothy Geithner has “an awful lot of leeway” in interpreting the restrictions on executive compensation included in the economic stimulus bill and opposed by the banking industry, Dodd said.  Treasury officials are still examining how to implement the new compensation restrictions and have not yet determined whether they will apply to participants in the administration’s rescue plan or only to banks and companies that get cash injections from the Troubled Asset Relief Program. Compensation consultants including Alan Johnson, founder of Johnson Associates Inc. in New York, said the rules may be “catastrophic” to Wall Street’s talent base. The caps made top- producing employees “nervous,” and those who can find other jobs will probably leave, said James Reda, who heads a compensation firm in New York. “I’m sort of stunned in a way that some people are reacting the way they are about all of this,” Dodd said. “At a time like this, everyone needs to pull in the same direction.” Dodd also said he doesn’t want U.S. automakers to go through a prepackaged bankruptcy or a “forced merger.” General Motors Corp., Ford Motor Co. or Chrysler LLC risk liquidation with such actions, Dodd said on the broadcast. (Bloomberg.com, February 20, 2009). 


� See, The Wall Street Journal, February 21-22, 2009, pp. A1, B1, and B2. Citigroup was in talks with U.S. officials that could result in the government substantially expanding its ownership of the bank. The road to nationalization was opened to many countries. The percentage of stakes in selected financial institutions held by the governments were as follows: Citigroup (U.S.) up to 40%; Lloyds (U.K.) 43%; RBS (Scotland) 70%; Kaupthing (Iceland) 100%; and Northern Rock (U.K.) 100%. (The Wall Street Journal, February 23, 2009, pp. A1 and A2).


� See, The Wall Street Journal, February 21-22, 2009, pp. A1 and A3.


� The Belgian state will buy the national subsidiary of embattled bank Dexia for €4 billion ($5.4 billion) and provide tens of billions of euros in new guarantees as part of a wider bailout of the lender, the first victim of a new squeeze in European credit markets. (The Associate Press and TV News ERT, October 10, 2011).


� Greece's central bank says it has activated a rescue fund set up under the country's rescue package to restructure Proton Bank, leaving it fully owned by the bailout fund. The Finance Ministry and Bank of Greece said on October 10, 2011 the bank will be reorganized into a new lender under the name of New Proton Bank, to which all private accounts, government deposits and sound assets will be transferred. (The Associate Press and TV News ERT, October 10, 2011).


� See, Kikeri, Nellis, and Shirley (1992).


� See, Private Participation in Infrastructure Database, The World Bank Group.


� OECD, Privatization Trends, Paris, 1999.


� See, The Wall Street Journal, February 20, 2009, pp. A1 and A11.


� See, Kallianiotis (2011a).


� See, Walter and Smith (2000, p. 172).


� In both cases, subsequent poor performance of the German stock market soured the public’s attitude to equities and the government was forced into shareholder bailouts. [Walter and Smith (2000, p. 173)].


� Is this the reason or have all these pseudo-politicians submitted themselves and their nations to the “dark powers” by divesting their national wealth and weakening the sovereignty of their nations? These three political parties have proven that are very dangerous for their own nations and their citizens. In Greece, the conservatives call themselves as “centrists”. There are no more traditional (patriotic) parties in EU.


� Thousands of students were joined by striking workers in a fifth day of protests in Greece, an uprising that mirrors growing discontent among youths in many European countries over outdated education systems, lack of jobs and a general fear of the future. The riots (after the fatal shooting by police of a 15-year-old boy) and the demonstrations (by labor unions) were to protest the conservative governments’ economic policies, including changes to pension laws and privatizations. (The Wall Street Journal, December 11, 2008, pp. A1 and A8). These demonstrations are much more often lately, due to the austerity measures, privatizations, and loss of jobs. The goal is a huge reduction of the public sector and its employees. The party in power is the socialist one, which became more liberal than the traditional centrist (N.D.) one. (TV News, 2010 and 2011).


� These Greek leaders have to say sometimes “NO” because Greece is losing her own identity. There is no need for Greece to be a member of a union with culture and value system inferior of her own. This is the biggest historical mistake of Hellenism and responsible are her pseudo-leaders, who act against Greece’s interest. Of course, if the National Bank of Greece was a public bank (SEO), the current crisis would have been shallow.


� See, Walter and Smith (2000, pp. 175-177). The type of large infrastructure holdings that have been prominently involved in privatization in Europe and emerging markets, today, remain in public hands in the U.S., both directly and through special public agencies. These include ports, airports, power generation, roads and the postal system. Paradoxically, a country like the U.S. that prides itself on free-market orientation lags behind in privatization compared with the pseudo-socialists in Europe. We see an overshooting in the EU in any aspect of social behavior. These absurdities will make the “wise” EU the first victim of globalization, as we see with the current financial crisis.  


� See, , <<>>, Christian Vivliografia, August 27, 2011.


� See, Privatization Barometer, � HYPERLINK "http://www.privatizationbarometer.net/atlas.php?id=13&mn=PM&print=1" ��http://www.privatizationbarometer.net/atlas.php?id=13&mn=PM&print=1� 


� The government of PASOK had sold 66% of OTE and the government of N.D. sold the other 29%. Finally, only 5% of its shares stay with the Greek government. The conflicts in the Parliament were continues for this issue and the demonstrations were going on for a long time. TV News ALTER, May 9, 2008. Polls revealed that 71.7% of Greeks were against OTE’s privatization (e-grammes.gr, 11/14/2008). In June 2011, PASOK agreed to sell another 10% of the remaining publicly-own OTE.  


� See, Kallianiotis (2009). The Greek government was hoping to sell off up to all of its remaining 16% stake in OTE in June 2011, but did not make clear how much would be offered to Deutsche Telekom, which currently holds a 30% stake in the company. OTE shares closed up 4.8% on the Athens Stock Market, on May 26, 2011. See, � HYPERLINK "http://www.msnbc.msn.com/id/43181917/ns/business-stocks_and_economy/t/greece-seeks-rapid-sale-ote-stake/#" ��http://www.msnbc.msn.com/id/43181917/ns/business-stocks_and_economy/t/greece-seeks-rapid-sale-ote-stake/#�. On June 6, 2011, Greece agreed to sell a 10% stake in Hellenic Telecom (OTE) to Germany's Deutsche Telekom AG as the Mediterranean state kicks off privatisation deals to cut its debt pile. The EU and IMF have been pressing Greece to conduct large-scale privatisations to raise funds for reducing its huge debt. Cash-strapped Greece has pledged to raise €50 billion ($73.2 billion) from privatisations by 2015 and the pre-arranged OTE sale is the first state asset to be shifted as part of the programme. The Greek government exercised its "put" option to sell a 10% stake in OTE for around €400 million ($585.7 million). Once the shares have been transferred, the Greek state will hold 10% plus one vote in OTE, with Deutsche Telekom owning 40% plus one vote. Greece wants to sell a further 6%, but Deutsche Telekom is unlikely to buy it, unless the government agrees to scrap working rules that make staff at OTE's Greek fixed-line virtually unsackable. See, � HYPERLINK "http://www.reuters.com/article/2011/06/06/greece-telekom idUSLDE7551BN20110606?feedType=RSS&feedName=mergersNews" ��http://www.reuters.com/article/2011/06/06/greece-telekom idUSLDE7551BN20110606?feedType=RSS&feedName=mergersNews�. 


� See, The Wall Street Journal, April 11, 2008, pp. A1 and B4.


� The German magazine Spiegel published that Deutsche Telekom was accused for tapping phones (bugging telephones of Greek officials) during the agreement process with OTE. This was a criminal act and in the future the security of Greece will be in danger. In 2007, Vodafone was tapping telephones of many Greek leaders, from the Prime Minister, to the Chief of Staff of the Arm Forces, and many other members of the government, etc., but unfortunately, the company was not expelled from the country. Politicians have zero power in our days!.. (TV News ALTER, May 26, 2008).  


� After the Japanese earthquake, the tsunami that followed, and the nuclear disaster, there, on March 11, 2011, we hope some revisions and increase in safety standards must take place. In Europe these nuclear plants are aging and become very dangerous for humans and the entire environment. See, The New York Times, March 11, 2011.  � HYPERLINK "http://topics.nytimes.com/top/news/international/countriesandterritories/japan/index.html" ��http://topics.nytimes.com/top/news/international/countriesandterritories/japan/index.html� 


� See, The Wall Street Journal, May 10-11, 2008, pp. A1 and B4.


� See, The Wall Street Journal, June 18, 2008, pp. A1 and B4.


�  See, The Wall Street Journal, September 13-14, 2008, pp. A1 and B3.


� Greek airline, formerly known as Olympic Airways, founded on April 6, 1957, by the Greek shipowner Aristotle Onassis (1906–75) but, from 1975, wholly owned by the Greek government. Services from Greece into Western Europe began in 1957, and by 1980 services extended throughout Greece and internationally from Athens to many of the major cities of Europe and the Middle East, as well as to North America, Africa, Southeast Asia, and Australia. Since its privatization, the airline has disappeared from all its international routes.


� There were three prospective bids (Aegean Airlines, Chrysler Aviation, and MIG); the government and the employees of Olympic Airways preferred MIG (Andreas Vgenopoulos) to buy the company and the deal was successful. (TV News ALTER, March 4, 2009).    


� In a press conference Vgenopoulos said that his objective was to keep this historic Greek airline in Greek heads for patriotic reasons. TV News ALTER, March 10, 2009


� See, The Wall Street Journal, March 31, 2009, pp. A1 and A16.


� See, The Wall Street Journal, March 21, 2009, pp. A1 and B1.


� <<>> = “from the skylla (ruthless bitch) to charybdis” (predatory monster).


� See, Stiglitz (2002, p. 54).


� IMF continues even today, with the global financial crisis, the Euro-zone debt crises, and the severe recessions, to insist on the same wrong philosophy: High taxes, lower wages, salaries, and pensions, privatizations, and tough austerity measures to reduce the deficits and debts. But, the ultimate economic objective is the social welfare of the citizens and not the welfare of the government Treasury.


� Today, with this undervalued stock market, the sales of SOEs will be at an unfair low price, which does not benefit the government (less revenue) and hurts the citizens (less employment and income and high uncertainty).


� See, Stiglitz (2002, p. 57).


� The Greek ministry of interior tried to privatize the garbage collection, but due to disagreement with the workers in the local government, the management of garbage stayed, at that time, with the local city governments. (TV News ALTER, November 30, 2008).


� These acts are going on to every EU member-nation (Spain, Greece, Italy, England, etc.) (See, � HYPERLINK "http://alternativenewsreport.net/category/riots-civil-unrest-uk-europe/" ��http://alternativenewsreport.net/category/riots-civil-unrest-uk-europe/� ) and in North Africa and Middle East. See, The Washington Times, February 21, 2011. � HYPERLINK "http://communities.washingtontimes.com/neighborhood/feed-mind-nourish-soul/2011/feb/21/civil-unrest-grows-across-north-africa-and-middle-/" ��http://communities.washingtontimes.com/neighborhood/feed-mind-nourish-soul/2011/feb/21/civil-unrest-grows-across-north-africa-and-middle-/� 


�


� This has been said by four Nobel Laureates (Robert Solow, Finn Kydland, George Akerlof, and Robert Fogel). See, The Wall Street Journal, August 25, 2008, pp. A1 and A2. 


� The scores from the Corruption Perception Index of the Netherlands, Switzerland, Iceland, Germany, U.K., France, Estonia, Slovenia, Cyprus, Czech Republic, Greece, Hungary, Italy, Latvia, Slovakia, Romania, Bulgaria, and the United States have all gone down. See, Worldwide Corruption perception Index (2008-2009-2010) ranking ofcountriesbyTransparencyInternational,2010.� HYPERLINK "http://www.guardian.co.uk/news/datablog/2010/oct/26/corruption-index-2010-transparency-international" ��http://www.guardian.co.uk/news/datablog/2010/oct/26/corruption-index-2010-transparency-international� 


� See, Stiglitz (2002, pp. 58-59).


� The average cost of trade, as a percentage of each trade, was in the 3rd quarter of 2007 as follows: U.K. = 0.41%, Europe average = 0.36%, France = 0.22%, Germany = 0.21%, U.S. (Nasdaq) = 0.18%, Japan = 0.16%, U.S. (NYSE) = 0.14%. Figures include brokers’ commissions, exchange fees, and market impact. Figures do not include cost of clearing and settlement, which studies estimate to be at least six times higher in Europe than in the U.S. See, The Wall Street Journal, October 29, 2007, pp. C1 and C2. 


� EU is asking the country-members to open their “closed” professions to all Europeans; thus, professionals will move among countries, competing with each others. This competition will hurt small businesses and individual professionals. TV News ALTER, 6/10/2009 and TV News ERT, 7/25/2011.


� See, Moussis (2003, p. 94).


� “Devolution is the transfer or decentralization of government functions from higher to lower of the federal hierarchy. Privatization is the shift of state services, assets or functions to nonstate sectors, especially the market, which is further implicated in shrinking the state. It also represents a reordering of claims in a society, as a general movement of institutional design, privatization undermines the foundation of claims for public purpose and public service.” See, Morgen (2001, p. 747).


� This new constitution was rejected by European citizens and they changed its name to “Treaty of Lisbon” signed on December 13, 2007, which is in effect from January 1, 2009, and was ratified by the parliaments of the member-nations (they try hard to make the countries from member-nations to member-states). On June 12, 2008, Irish in a referendum voted 53% against the so-called Lisbon Treaty. The “democratic” leaders of EU did not ask for citizens’ opinion, otherwise all Europeans would have reject this treaty, which destroys the sovereign nations, but at least Irish gave theirs for all of Europe. (The Wall Street Journal, June 14-15, 2008, pp. A1 and A8).   According to polls, 83.3% of Greeks are against the Euro-constitution. (e-grammes.gr, 6/30/2008). 


� See, Moussis (2003, p. 63).


� GIPSI are the initials of the Euro-zone nations (chronologically) that had serious debt problems (Greece, Ireland, Portugal, Spain, and Italy).


�  Countries have completely lost their sovereignty. From 2005, the EU has fully liberalized European market for financial services. See, De Swaan (2000). 


� In Germany, the local government owned savings banks, the so-called, Landerbanken. 


� Systemic risk is the risk of collapse of an entire financial system or entire market, as opposed to risk associated with any one individual entity (firm-specific or unsystematic or diversifiable), group or component of a system (market or systematic or beta risk or nondiversifiable). It can be defined as "financial system instability, potentially catastrophic, caused or exacerbated by idiosyncratic events or conditions in financial intermediaries". It refers to the risks imposed by interlinkages and interdependencies in a system or market, where the failure of a single entity or cluster of entities can cause a cascading failure, which could potentially bankrupt or bring down the entire system or market.� HYPERLINK "http://en.wikipedia.org/wiki/Systemic_risk" \l "cite_note-3#cite_note-3" �� This is exactly what happened in 2007 and continues up to now (2011).


� Article 105(5) of the Maastricht Treaty states that the Bank’s responsibility with respect to banking supervision is to “contribute to the smooth conduct of policies pursued by the competent authorities relating to the prudential supervision of credit institutions and the stability of the financial systems”.  


� For example, Netherlands distinguishes the central bank (which is responsible for banking supervision) from the insurance board and the securities board. 


� However, these sector-specific authorities in many cases have an insufficient grip on the capital position and activities of the holding companies. For example, “double leverage” could lead to a distorted view of the financial position of the companies’ bank and insurance businesses, as the same capital is being counted twice. See, De Swaan (2000, p. 78). 


� The Stock Market performance varied greatly even in the integrated EU in 2007.


The Dow Jones Global Indexes		Benchmark Stock-Market Indexes (local)


Country	Performance			Performance


Finland		+25.3%				+20.5%


Germany	+17.7%				+22.3%


Greece		+17.1%				-


Portugal		+12.3%				+16.3%


Spain		+6.2%				+7.3%


Denmark	+6.1%				+5.8%


Netherlands	+1.0				+4.1%


France		+0.4%				+1.3%


Belgium		-4.7%				-5.9%


U.K.		+2.1%				+3.8%


Italy		-8.3%				-7.0%


Austria		-8.4%				+1.1%


Sweden		-8.5%				-6.0%


Ireland		-27.1%				-26.3%			





Norway		+10.6%				+11.5%


Iceland		-0.2%				-


Switzerland	-2.0%				-3.4%


U.S.		+3.8%				+6.4%


Canada		+7.8%				+7.2%


Japan		-11.9%				-11.1%


China (Shenzhen A Shares)			+167.0%


World		+8.4%				-


Source: The Wall Street Journal, January 2, 2008, p. R4.


� See, Moussis (2003, p. 97).


� Directive 79/279, OJL 66, 16.03.1979 and Directive 88/627, OJL 348, 17.12.1988.


� Directive 93/6, OJL 141, 11.06.1993 and Directive 2002/87, OJL 35, 11.02.2003.


� Directive 2002/47, OJL 168, 27.06.2002.


� Directive 2003/6, OJL 96, 12.04.2003.


� Greece’s government bonds were downgraded to “junks” and the U.S.’s ones from AAA to AA+. (TV News CNN and ERT, August 5, 2011). This downgrading of the U.S. government bonds by S&P’s set a volatility record for the entire week from August 8th to 12th, 2011: On Monday (8/8/2011) the DJIA lost -634.76 points, on Tuesday (8/9/2011) it gained +429.92 points, on Wednesday (8/10/2011) it fell by -519.83 points, on Thursday (8/11/2011) it increased by +423.37 points, and on Friday (8/12/2011) the DJIA gained +125.71 points. For the entire wild week, the DJIA lost -175.59 points. (The Wall Street Journal, August 12, 2011, pp. A1, A2, and C1 and Bloomberg.com August 15, 2011).  The confidence of the entire world, today, depends on this index (DJIA), which is wrong because it is manipulated by people, who are immoral, unethical, dishonest, fraudulent, unlawful, illogical, faulty, sinful, and above all evil. 


� The spread between savings rate (� EMBED Equation.3  ���) and loans rate (� EMBED Equation.3  ���) is so high that people do not save anymore. This practice is completely unethical (exploitation of citizens’ savings).


� Directive 88/361, OJL 178, 08.07.1988 and OJL 1, 03.01.1994.


� Credit Default Swaps (CDS) are the most widely used type of credit derivatives and a powerful force in the world markets. The first CDS contract was introduced by JP Morgan in 1997 and by mid-2007, the value of the market had ballooned to an estimated $45 trillion, according to the International Swaps and Derivatives Association - over twice the size of the U.S. stock market. � HYPERLINK "http://www.investopedia.com/articles/optioninvestor/08/cds.asp#axzz1VDYZGe2d" ��http://www.investopedia.com/articles/optioninvestor/08/cds.asp#axzz1VDYZGe2d� 


� See, Kallianiotis (2011b and c and 2010a) and Kallianiotis and Harris (2010).


� See, “Behind AIG’s Fall, Risk Models Failed to Pass Real-World Test”, The Wall Street Journal, November 3, 2008, pp. A1 and A16.


� See, The Wall Street Journal, September 10, 2008, pp. A1 and C2.


� Psychology was the worst innovation of the 19th century in human civilization. Nothing will be the same anymore, as it was for thousands of years.


� See, The Wall Street Journal, September 10, 2008, pp. A1 and C2. But, President Woodrow Wilson had said that “the U.S. lost control of our financial system by allowing our Central Bank to be independent of the government”: <<











>> Woodrow Wilson President of the United States (1913-1921).


� TV News ALPHA, MEGA, and ALTER, October 29, 2008. EU had an unemployment rate of 9.4%, the EMU of 9.9%, Greece of 16%, and Spain the highest one of 21% in June 2011. See, Unemployment Statistics, � HYPERLINK "http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Unemployment_statistics" ��http://epp.eurostat.ec.europa.eu/statistics_explained/index.php/Unemployment_statistics� . The unemployment rate in the U.S. is double digits, too, and there are regions with 40% unemployment rate. (TV Channel, CNN, September 25, 2011). 


� See, The Wall Street Journal, November 1-2, 2008, pp. A1 and B1.


� The DJIA lost -57.78% and fell from 14,164.53 to 6,547.05. Bloomberg.com, February 20, 2009. Many believe that this current global crisis is artificial, skillfully made, and has been backstage orchestrated by the “dark powers”. See, Voanerges, No. 41, January-February 2009, pp. 55-59.   


� See, “Navigating the New World of Private Equity – A conference summary”, Chicago Fed Letter, No. 256a, November 2008. 


� Capital structure theories of 1960s and 1970s were emphasizing 100% debt and these huge debts had another advantage, too; the interest payment on debt was tax deductable (paid by tax-payers citizens). This very unfair and unethical tax system, which burden poor individuals and exempt corporations, continues to exist. See, “5 Ways General Electric Plays the Tax game”. � HYPERLINK "http://www.financialtaskforce.org/2011/04/04/5-ways-general-electric-plays-the-tax-game/" ��http://www.financialtaskforce.org/2011/04/04/5-ways-general-electric-plays-the-tax-game/�  


� The CEOs compensation has reached the outrageous amount of $240 billion per annum. See, Kallianiotis (2010a) and  � HYPERLINK "http://www.forbes.com/2005/04/20/05ceoland.html" ��http://www.forbes.com/2005/04/20/05ceoland.html� 


� See, The Wall Street Journal, November 3, 2008, pp. A1 and C5.


� Harvard’s endowment, the largest in the U.S., has suffered $8 billion in losses since June 2008. Other universities and charities have taken similar hits, too. (The Wall Street Journal, December 4, 2008, pp. A1 and A14).


� Source: ECB and Economagic.com.


� See, � HYPERLINK "http://www.tradingeconomics.com/euro-area/gdp-growth" ��http://www.tradingeconomics.com/euro-area/gdp-growth� and � HYPERLINK "http://www.tradingeconomics.com/united-states/gdp-growth" ��http://www.tradingeconomics.com/united-states/gdp-growth� 


� Even the U.S. President, Barack Obama, emphasized the need for investments in infrastructures to boost growth and generate employment, but Republicans have other objectives, to ruin the economy and win the 2012 elections. (TV News CNN, August 8, 2011).


� The American financial crisis would likely accelerate the pace for China's State Administration of Foreign Exchange (SAFE) to diversify its oversea investments and switch its focus to the European market. The EO learned that during November 2008, many high-level managers from European private equity firms had gone to Beijing on invitation by Chinese officials. Sources told the EO that after the US financial crisis began; some of these European managers were invited to impart investment from Europe, while others went to actively seek Chinese investment. Sources told the EO that both SAFE and the China Investment Company (CIC)--which manages China's USD200 billion sovereign-wealth fund--would have more possibilities to migrate their investment to Europe, and that authorities were already discussing this. Pu Yonghao, head of UBS Wealth Management Research (Asia-Pacific Regional), told the EO that "China’s huge dollar-denominated foreign exchange reserve should be diversified.” See, The Economic Observer, November 19, 2008.


� See, Bloomber.com, February 19, 2009. UBS agreed to turn over to the U.S. government the names of about 250 account holders and pay a $780 million fine. (The Wall Street Journal, February 19, 2009, pp. A1and A10).


� See, The Wall Street Journal, February 23, 2009, pp. A1and A6. It seems that the International Law is protecting world criminals and has made Switzerland their haven.


� The specialization trend associated with the evolution of technology and the Internet might call for product-specific regulation. 


� Supervisory authorities have to control the different types of entities (investment banks, hedge funds, long-term capital management, pension funds, money market mutual funds, etc.) by overseeing the institutions that supply them with credit, which is the saving of citizens, and governments have to bail them out, when these financial loads would become bad loans.


� Privatization= and denationalization=, which considered by politicians a more “politically correct” term and a better one to be perceived by the people. Of course, the results are the same, the national wealth becomes private (business) and mostly foreign wealth, determined by the financial markets. “Business is about maximizing profits.  Big business has organized.  This site is about their organizations:  the International Monetary Fund (IMF), the World Trade Organization (WTO), and the World Bank (3 faces of the same hydra).  Their philosophy and movement in this country is commonly called neoconservatism, in Europe and the rest of the world neoliberalism.  They also go by the appellations of flat worlders, and globalizers.  A more fitting label is robber barons. Through donations and their big stick the media they dominate American politics.” See,  � HYPERLINK "http://www.skeptically.org/wto/" ��http://www.skeptically.org/wto/� 


� Also, (in the Appendix) Table 8 reveals the privatizations in EU from 1989 to 1999 and Table 9 from 2000-2008. See, � HYPERLINK "http://rru.worldbank.org/Privatization/QueryDetails.aspx" ��http://rru.worldbank.org/Privatization/QueryDetails.aspx�. The Europe & Central Asia (ECA) region raised over $171 billion from privatizations between 2000 and 2008, representing 38% of the total for developing countries. With 856 transactions, the region had the highest number of transactions during this period. In 2008, the region raised US$16.7 billion, down 60% from 2007. Turkey, the Russian Federation, and Serbia together were accounting for nearly 82% of regional value.


� See, “Privatization Trends”, View Point, Public Policy for the Private Sector, The World Bank, May 2010.


� Lately, this risk-reward has changed, due to the Euro-zone debt crisis. The IMF has equalized the risk in public sector with the private one. Uncertainty has become the only certain factor of our globalized world.


� See, Kallianiotis (2011a).


� See also, Koutsoyiannis (1981, pp. 524-549) and Layard and Walters (1978, pp. 3-51).


� An equal income distribution may induce some very productive individuals to work less (lack of incentives); thus, leading to a reduction of GNP and social welfare.  


� According to Pareto-optimal criterion any change in our socio-economic system that makes at least one individual better-off and no one worse-off is an improvement in the social welfare.


� Where, SW=social welfare, SB=social benefits, and SC=social cost.


� Where, POE=private-owned enterprise, SOE=state-owned enterprise, %PO=percentage of private ownership, PP=proportion of privatization of the SOE.  


� � EMBED Equation.3  ���and  � EMBED Equation.3  ��� � EMBED Equation.3  ���cost of capital and risk are increasing with privatization.


� Where,� EMBED Equation.3  ���and � EMBED Equation.3  ���.


� Lately, a default risk appeared for government securities, too. Even, the U.S. government securities are not risk-free anymore, after the current financial crisis and their downgrading by Standard & Poor’s.


� Assumed that � EMBED Equation.3  ���. Then, � EMBED Equation.3  ���� EMBED Equation.3  ��� (with the privatization).


� Assumed that � EMBED Equation.3  ���� EMBED Equation.3  ���. Then, � EMBED Equation.3  ��� (after privatization).


� The Reward to Variability ratio for individual j is zero (� EMBED Equation.3  ���) because he has no investment. Historically, for the U.S. financial market, the average reward to variability ratios are: � EMBED Equation.3  ���(investing in L-T government bonds) and the � EMBED Equation.3  ���(investing in Large-company stocks). See, Ross, Westerfield, and Jaffe (2008, Table 9.2, p. 268). 


� From the continuous demonstrations, we can see that the current privatizations are making many individuals unhappy. Then, our social state is not efficient. The PP ratio exceeds the optimal ratio (PP*).  “Indian government workers and bank employees staged a one-day strike to protest rising prices and privatization.” (The Wall Street Journal, August 21, 2008, pp. A1 and A6).


� See, Kallianiotis (2011c). 


� This changed during the recent debt crisis and the dependence of nations on loans from the anti-social IMF. Public employees will lose all their privileges that the previous sovereign nations had offered to them. Nations cannot pursue their own policies anymore. This is the social dissolution of the nation. 


� Greece, for example, with her 7,000 years old Hellenic culture and her 2,000 years old Orthodoxy cannot follow, what the others are doing. The other sub-cultures have to follow, if they want to benefit, the unique Hellenic-Orthodox civilization and paideia. The world leaders must understand this basic historic and true knowledge. We cannot compromise with any inferior values; either with the current sub-culture of waste (capitalism) or the previous sub-culture of oppression (communism). These are two philosophical system, which are completely imperfect.


� Unfortunately, today, political leaders have zero power. They are completely controlled by many different powers and by businesses, which finance their very expensive political campaigns.


� See, Bhaskar and Khan (1995, p. 270).


� Illegal migration is the number one problem in Europe the last twenty years. Those illegal immigrants are driven forward to EU by Turkish smugglers, which is the objective of a Muslim Turkish policy to dilute the European Christian identity. This is actually a dirty war and European politicians are blissfully sleeping. 


� See, Kallianiotis (2009, pp. 75-76).


� See, Drogalis (2008).


� After twenty five centuries from Aristotle’s moral and ethical philosophical teachings and twenty centuries since we have had the revealed truth, today’s “democracies” are acting much worse than Hellas in her Golden Age and Roman Empire around the year 33 A.D. Aristotle (384-322 B.C.) was a great Greek philosopher from North Greece (Macedonia), who was a student of Plato (447-347 B.C.) and the teacher of Alexander the Great (356-323 B.C.). Plato was a student of Socrates (469-399 B.C.), the greatest philosopher of all times. In the U.S., the 0.9% of the population are the superrich (multi-millionaires), the 5% are the rich with net worth of $1 million or more, the 46% are the middle class with a family income of about $100,000 per annum, the 36% are the working class with a family income of $60,000 p.a., and the 12% are the poor living below the poverty line. (“Household Income in the United States”, Wikipedia, October 2, 2008). Poverty in the United States is cyclical in nature with roughly 13 to 17% of Americans living below the federal poverty line (The common international poverty line has in the past been roughly $1 a day; in 2008, the World bank came out with a revised figure of $1.25 at 2005 PPP) at any given point in time, and roughly 40% falling below the poverty line at some point within a 10-year time span. Poverty is defined as the state of one, who lacks a usual or socially acceptable amount of money or material possessions. According to the U.S. Census Bureau, approximately 43.6 million (14.3%) Americans were living in absolute poverty in 2009, up from 39.8 million (13.2%) in 2008. Then, what can we expect from the other less wealthy or poor nations of the world? 


� Unfortunately, there will be some free riders (underground economy, illegal immigrants, etc.), but we can find solutions there, too.


� Taxes must be on income. A home, in which a family lives, does not generate income. It has many expenses, mortgage payments, maintenance cost, insurance cost, etc.


� =





� The privatization of high-ways in Greece has increased the payments for tolls enormously and people were demonstrating against these high prices and avoiding paying tolls by saying that roads are “free goods”. (TV News ERT, ALTER, ALPHA, ANTENNA, February 16, 2011 and other different dates).


� The citizens of the country (as voters) have to control the government. A corrupted and acting against the country’s and citizens’ interest political party must not be elected again. The punishment has to be serious and permanent, which will make wise and prudent the other parties.


� It is cutting by 50% the subsidies to tobacco growers (farmers). TV News MEGA, November 18, 2008. Subsidies were given to Europeans by the EU to avoid their opposition towards this unimportant and unnecessary union.


� European Union has become even worse than the pagan and oppressive Roman Empire. Polls show that 71.6% of Greeks want to return to drachma. (e-grammes.gr, 9/14/2007). Also, 84.1% are against the Euro-constitution. (e-grammes.gr, 6/12/2007). Italians want to go back to lira and the oppositions against the Union are increasing among all European citizens. The Italian city of Filettino declared its independence from the government in Rome. See, � HYPERLINK "http://www.thecowl.com/world/italian-city-declares-independence-1.2592049" ��http://www.thecowl.com/world/italian-city-declares-independence-1.2592049�  


� Illinois’s governor was charged with corruption. Blagojevich was accused of seeking to sell Obama’s Senate Seat. See, The Wall Street Journal, December 10, 2008, pp. A1 and A16. People avoid to vote, due to the corruption in all political parties.


� See, Kallianiotis (2002). Unfortunately, the risk premia today are outrageous. For individuals and small businesses, they are up to 40%, which is a “legal” usury. Most U.S. states have usury laws that set maximum interest rates, often around 40% p.a. In the 1990s, payday lenders lobbied state legislatures to exempt them from usury laws. They argued that their loans help people in emergencies and high interest rates are needed to offset default risk. Many legislatures agreed to legalize very high rates. This is unethical and illegal for a welfare state and shows exactly the problems of our extreme economic system, the cruel capitalism. See, Ball (2009, p. 327).  


� As Figure 1 shows; the social welfare will become negative.


� Globalization has increased correlation among nations (� EMBED Equation.3  ���) and portfolia diversifications have lost their effectiveness.


� New York’s � HYPERLINK "http://www.bizjournals.com/twincities/gen/Lehman_Brothers_FC1FB86687674E35B397267A9AFC219E.html" �Lehman Brothers� filed for bankruptcy; � HYPERLINK "http://www.bizjournals.com/twincities/gen/Merrill_Lynch_FF25929512C245A6848B75D6A7BE499B.html" �Merrill Lynch� and � HYPERLINK "http://www.bizjournals.com/twincities/gen/Bear_Stearns_4881B425130E4C9AA36C8C2D094175A2.html" �Bear Stearns� were bought by Bank of America and JP Morgan Chase, while � HYPERLINK "http://www.bizjournals.com/twincities/gen/Goldman_Sachs_Group_ABCB2878E13942F3877793DE7ACBB4EC.html" �Goldman Sachs Group� and � HYPERLINK "http://www.bizjournals.com/twincities/gen/Morgan_Stanley_2832F7AE0D594299B7F707E4B7A2FAE4.html" �Morgan Stanley� – formerly the two largest investment banks – restructured themselves into bank holding companies. (Minneapolis/St. Paul Business Journal, October 21, 2008). The realignment created a new top list of largest investment banks - which is now led by St. Petersburg, Fla.-based � HYPERLINK "http://www.bizjournals.com/twincities/gen/Raymond_James_Financial_928E80A1803D4F45943C478B3BB1DCD5.html" �Raymond James Financial�. Jefferies & Co. is the second-largest firm now, followed by Greenhill & Co. (No. 3) and � HYPERLINK "http://www.bizjournals.com/twincities/related_content.html?topic=Keefe%20Bruyettte%20%26%20Woods" �Keefe Bruyettte & Woods� (No.4). Citigroup is a U.S. holding company formed in 1998 from the merger of Citicorp (itself a holding company incorporated in 1967) and Travelers Group, Inc. The $70 billion merger included one of the largest U.S. investment banks, Salomon Smith Barney Inc., and aimed at creating a global retail financial-services business. Citicorp, whose lineage can be traced to the First Bank of the United States, was noteworthy for its pioneering installation of automated teller machines throughout its branch offices in the 1970s. Before its merger with Travelers Group, Inc., Citicorp was the largest U.S. bank and one of the largest financial companies in the world, with about 3,000 branch offices worldwide. In 1988, when Credit Suisse took control of First Boston, the First Boston brand retained a prominent positioning as the investment banking operation was dubbed CS First Boston. In the mid 1990s, Credit Suisse initiated a comprehensive rebranding of First Boston in the United States. The CS First Boston investment bank was rebranded Credit Suisse First Boston, or "CSFB", worldwide. The terms Credit Suisse First Boston and CSFB are generally used to refer to the global investment bank, and not only the original London franchise. Credit Suisse retired the “First Boston” name from its investment banking business worldwide on January 16, 2006 in order to “allow Credit Suisse to communicate as an integrated organization to clients, employees and shareholders.” See, Kallianiotis (2011c).


� See, Moussis (2003, pp. 94-103).


� The stock market, in 2007, had the following declines.  In Germany/DAX:  -6.2%,  in France/CAC 40: -6.5%, in U.K./FTSE 100: -6.7%, in Europe/DJ Europe Stoxx 600: -7.9%, in U.S./DJIA: -5.8%, in Japan/Nikkei Stock Average: -8.7%,   in Brazil/Bovespa: -6.2%,   in Hong Kong/Hang Seng: -7.1%,   in India/Bombay Sensex  3: -0.2%, and in China/Shanghai SE composite: +3.5%. Source: The Wall Street Journal, January 16, 2008, p. C6.


� The DJ CBN China 600 closed at 22,087.09 in June 23, 2008, which is a YTD percentage change of -46.7% and the Hong Kong/Hang Seng felled to 22,714.96, a YTD reduction of -18.3%. (The Wall Street Journal, June 24, 2008, p. C4).


� Here are some significant bear markets since the Great Depression in the DJIA:


Peak on September 3, 1929 (DJIA was 381.17), trough on July 8, 1932 (DJIA was 41.22), decline of –339.95 points or –89.2%, and with calendar days to bottom 1,038.


Peak on March 10, 1937 (DJIA was 194.40), trough on April 28, 1942 (DJIA was 92.92), decline of –101.48 points or –52.2%, and with calendar days to bottom 1,874.


 Peak on February 9, 1966 (DJIA was 995.15), trough on May 26, 1970 (DJIA was 631.16), decline of –363.99 points or –36.6%, and with calendar days to bottom 1,566.


 Peak on January 11, 1973 (DJIA was 1051.7), trough on December 6, 1974 (DJIA was 577.60), decline of   –474.10 points or –45.1%, and with calendar days to bottom 693.


 Peak on August 25, 1987 (DJIA was 2722.42), trough on November 19, 1987 (DJIA was 2722.42), decline of   –983.68 points or –36.1%, and with calendar days to bottom 85.


Peak on January 14, 2000 (DJIA was 11722.98), trough on October 9, 2002 (DJIA was 7286.27), decline of  –4436.71 points or –37.8%, and with calendar days to bottom 1,000. We hope that this is the current bottom of our stocks. An economist had predicted in 2000 that the DJIA index must be 9000 instead of 11700, but his paper was rejected for publication until he was forced to take out this figure. Of course, reality has shown that his figure was also overestimated the correct market value of the index (bubble).


Peak on October 9, 2007 (DJIA was 14,164.53), trough on March 9, 2009 (DJIA was 6,547.05), decline of -7,617.48 points or -53.78%, and with calendar days to bottom 517. See, Kallianiotis (2008a).


� This downgrading of the U.S. government bonds by S&P’s set a volatility record for the entire week from August 8th to 12th, 2011: On Monday (8/8/2011) the DJIA lost -634.76 points, on Tuesday (8/9/2011) it gained +429.92 points, on Wednesday (8/10/2011) it fell by -519.83 points, on Thursday (8/11/2011) it increased by +423.37 points, and on Friday (8/12/2011) the DJIA gained +125.71 points. For the entire wild week, the DJIA lost -175.59 points (The Wall Street Journal, August 12, 2011, p. A1 A2, and C1 and Bloomberg.com, August 15, 2011).


� Hedge Funds (the biggest evil in financial markets) have tremendous losses and outrageous cost to financial institutions, as the following table reveals.


				April 10, 2008					November 4, 2008


					        30-DAY					30-DAY	


YTD (%)	  ANNUALIZED (%)		YTD (%)      ANNUALIZED (%)


Dow Jones  Index 	Pct chg		Volatility	Return		Pct chg	    Volatility	Return


--------------------------------------------------------------------------------------------------------------------------------------------


Dow Jones Wilshire	-7.3		26.6		-15.3		-32.9	    74.4		-89.9


DJ Corporate Bond	1.8		8.1		12.3		-10.4	    16.7		-46.0


Convertible Arbitrage	-3.8		6.5		-29.0		-45.0	    19.8		-97.4


Distressed Securities	-5.0		3.0		-7.0		-27.1	    12.7		-75.9


Equity Market Neutral	-0.9		3.3		-2.0		  -3.7	      1.8		   0.6


Event Driven		-0.6		7.2		-4.1		-18.7	    14.3		-72.8


Merger Arbitrage		-0.5		6.0		-4.0		  -8.9	    24.9		-46.6


U.S. Equity Long/Short	-4.1		9.6		-4.5		-13.0	      9.5		-40.4


----------------------------


Source: The Wall Street Journal, April 11, 2008, p. C7 and November 5, 2008, p. C12.


� See, Kallianiotis (2011c). 


� The most visible roots of the crisis in Asia were in the excesses of capital inflows and the sudden capital outflows when some participants (actually, one was blamed, George Soros) raised questions about the economies’ ability to repay the rising debt. See, Eiteman, Stonehill, and Moffett (2004, pp. 173-177).  


� Selected EU Government Bonds (Yields and Spreads over U.S. Treasurys) 


--------------------------------------------------------------------------------------------------------------------------------------------


Coupon (%)	  Maturity   Yield (latest) (%) Yield (year ago) Spread over the U.S.  and  Year ago (b.p.)	


--------------------------------------------------------------------------------------------------------------------------------------------


0.375		U.S.	  2y	0.195		0.501		-			-


2.125			10y	2.218		2.568		-			-


3.800		Austria	  2y	1.028		0.836		83.3			33.5


3.500			10y	2.844		2.725		62.6			15.7


3.750		France	  2y	0.922		0.764		72.7			26.3


2.500			10y	2.822		2.659		60.4			  9.1


1.750		Germany 2y	0.673		0.588		47.8			  8.7


3.250			 10y	2.323		2.326		10.5		             -24.2


4.600		Greece	  2y	33.307		10.738		3311.2			1023.7


6.250			10y	15.233		10.675		1301.5			  810.7


2.000		Italy	  2y	3.391		1.671		319.6			117.0


3.750			10y	4.885		3.844		266.7			127.6


2.300		Spain	 2y	3.163		1.970		296.8			146.9


5.500			10y	4.972		4.071		275.4			150.3


5.000		U.K.	 2y	0.551		0.656		35.6			15.5


3.750			10y	2.544		3.032		32.6			46.4


--------------------------------------------------------------------------------------------------------------------------------------------


Source: The Wall Street Journal, August 17, 2011, p. C13.








� See, Kallianiotis (2003).


� See, The Wall Street Journal, November 24, 2008, p. C4.


� See, The Wall Street Journal, June 12, 2009, p. C4.


� See, The Wall Street Journal, August 15, 2011, p. C4.


� This is possible because the U.S. has presidential elections in 2012 and Republicans can destroy the economy for voters to go against Obama and increase their probability to win the elections. For today’s politicians, the social welfare has not any significant value. This is the crisis of democracy!  


� Intermediaries that pool funds from many small investors by selling shares; the funds that are raised are used to purchase financial securities; the income and capital gains from the securities are passed through to the investors; investment-type intermediaries that pool the funds of net lenders, purchase the long-term financial claims of net borrowers, and return the income received minus a fee to the net lenders.


� About 13% of household net financial wealth, more than that of life insurance companies and about equal to the total assets of commercial banks. See, Walter and Smith (2000, p. 232).


� See, � HYPERLINK "http://www.zacks.com/stock/news/52692/Top+5+European+Mutual+Funds" ��http://www.zacks.com/stock/news/52692/Top+5+European+Mutual+Funds� 


� In the U.S., mutual funds are invested traditionally mainly in equity; of course, depending periodically, on the stock market performance.


� In the U.S., the mutual fund distribution has been concentrated through full service broker-dealers and recently discount brokers and e-brokers.


� See, � HYPERLINK "http://en.wikipedia.org/wiki/List_of_mutual-fund_families_in_the_United_States" ��http://en.wikipedia.org/wiki/List_of_mutual-fund_families_in_the_United_States� 


� The largest mutual funds, in 2007, had a negative return (stock funds) from -8.9% to -4.5% and the bond funds from -1.0% to 3.8%. (The Wall Street Journal, April 9, 2008, p. C4).


� 						Table: Mutual Funds


Stock Mutual Funds with a European focus


---------------------------------------------------------------------------------------------------------------------


Total assets	Fund				Symbol		Total Return		


 (in millions)							YTD (%) (4/8/2008)


---------------------------------------------------------------------------------------------------------------------


$141.7		DFA Cont Small Co;I		DFCSX		-1.5


$866.4		Henderson: Euro Foc;A		HFEAX		-3.5


$237.9		AIM Euro Small Co;A		ESMAX		-3.6


$772.1		Fidelity Nordic			FNORX		-5.0


$23,436.3	Vanguard Euro Stk;Inv		VEURX		-5.2


$376.0		Putnam Euro Eq;A		PEUGX		-5.3


$1,026.9		T Rowe Price Int;EU St		PRESX		-5.7


$105.3		Domini Soc:EU SEq;Inv		DEUFX		-6.2


$36.0		DFA UK Sm Company;I		DFUKX		-6.2


$337.0		DWS Euro Eq;S			SCGEX		-6.5


$100.5		River Source Thn Euro;A		AXEAX		-6.6


$443.1		BlackRock:EuroFund;A		MDEFX		-6.8


$394.6		Ivy:Euro Opptys;A		IEOAX		-7.1


$1,042.6	Fidelity Euro Cap Ap			FECAX		-7.2


$4,783.0	Fidelity Euro				FIEUX		-7.2


--------------------------


Source: The Wall Street Journal, April 9, 2008, p. C18.





� See, Walter and Smith (2000, p. 239).


� Businesses do not pay taxes even in the U.S. The only thing that they say is the “double taxation” of corporations (sic).


� See, Walter and Smith (2000, p. 252).


� The U.S. charged a former UBS banker and a Liechtenstein consultant with helping clients avoid taxes by opening secret bank accounts and filing false tax returns. One client was billionaire real-estate developer Igor Olenicoff, and the widening tax probe could lead to other wealthy U.S. clients. (The Wall Street Journal, May 14, 2008, pp. A1 and A17).


� Actually, corporations and wealthy people are paying relatively less taxes compared to the middle class and their tax evasion is very high, too. This is the reason that they hold a large proportion of deposits in offshore centers and taxhavens.See,� HYPERLINK "http://www.boston.com/business/globe/articles/2004/04/11/most_us_firms_paid_no_income_taxes_in_90s/" ��http://www.boston.com/business/globe/articles/2004/04/11/most_us_firms_paid_no_income_taxes_in_90s/�. Also, GE paid no taxes; Goldman Sachs paid $14 million last year. The GAO reported in 2008 that “two out of every three United States corporations paid no federal income taxes from 1998 through 2005.” Companies have become all too astute at paying for loopholes, which allow them to shift profits abroad or move their gains (on paper) to foreign low-tax/no-tax nations. As the data below shows, the change in corporate taxes — not merely rates, but what they actually paid — over the past half century is astounding. (1) Corporate Taxes as a Percentage of Federal Revenue: in 1955: 27.3% and in 2010: 8.9%. (2) Corporate Taxes as a Percentage of GDP: in 1955: 4.3%�and in 2010: 1.3%. (3) Individual Income/Payrolls as a Percentage of Federal Revenue: 1955: 58.0% and in 2010: 81.5%. See, � HYPERLINK "http://www.ritholtz.com/blog/2011/04/corporate-tax-rates-then-and-now/" ��http://www.ritholtz.com/blog/2011/04/corporate-tax-rates-then-and-now/� 


� An employee at the SEC has accused the agency of destroying at least 9,000 documents relating to inquiries of Wall Street banks and hedge funds. Documents that were destroyed related to corporate giants including Goldman Sachs Group, Deutsche Bank, Lehman Brothers, Citigroup, Morgan Stanley, Wells Fargo, Bank of America, convicted fraud operator Bernard Madoff and hedge fund SAC Capital Advisors, according to a letter from the employee’s attorney released on August 17, 2011 by Sen. Charles E. Grassley (R. Iowa). (The Wall Street Journal, August 18, 2011, pp. A1 and C2). 


� In August 2001, gold was $271.50 per ounce and in August 2011 reached $1,892.60 per ounce; an increase in price by 597.09% in 10 years (59.71% per year growth in price). This is a true soap bubble because no asset (real or financial) can grow at this outrageous, foolish, and artificially excessive level. Its burst is coming soon.  See, � HYPERLINK "http://www.kitco.com/charts/livegold.html" ��http://www.kitco.com/charts/livegold.html� 


� In October 2008, EU country-members increased insurance on deposits to €50,000 ($68,000), some of them increased this amount to €100,000, and the U.S. temporarily, until 12/31/2013, increased the FDIC insurance to $250,000 from $100,000 that was before Fall of 2008.


� But, on August 18, 2011, EU, U.S., and Asian stocks tumbled by -4% to -6% amid growing concern the global economy is slowing and speculation that European banks lack enough capital, while hopes for more stimulus from the Federal Reserve receded. (Bloomberg.com, August 18, 2011).


� The high debts have increased the risk of government bonds, reduced their rating, increased the cost of borrowing, and magnify the betting on credit default swaps (CDSs). A credit default swap (CDS) is a swap contract, in which the buyer of the CDS makes a series of payments to the seller and, in exchange, receives a payoff if a credit instrument (typically a bond or loan) undergoes a defined  “credit event”, often described as a default (fails to pay). However the contract typically construes a Credit Event as being not only 'Failure to Pay' but also can be triggered by the 'Reference Credit' undergoing restructuring, bankruptcy, or even (much less common) by having its credit rating downgraded. CDS contracts have been compared with insurance, because the buyer pays a premium and, in return, receives a sum of money if one of the events specified in the contract occurs. However, there are a number of differences between CDS and insurance, for example: (1) The buyer of a CDS does not need to own the underlying security or other form of credit exposure; in fact the buyer does not even have to suffer a loss from the default event. In contrast, to purchase insurance, the insured is generally expected to have an insurable interest such as owning a debt obligation; (2) the seller need not be a regulated entity; (3) the seller is not required to maintain any reserves to pay off buyers, although major CDS dealers are subject to bank capital requirements; (4) insurers manage risk primarily by setting loss reserves based on the Law of large numbers, while dealers in CDS manage risk primarily by means of offsetting CDS (hedging) with other dealers and transactions in underlying bond markets; (5) in the United States CDS contracts are generally subject to market to market accounting, introducing income statement and balance sheet volatility that would not be present in an insurance contract; (6) Hedge accounting may not be available under US Generally Accepted Accounting Principles (GAAP) unless the requirements of FAS 133 are met. In practice this rarely happens. However the most important difference between CDS and Insurance is simply that an insurance contract provides an indemnity against the losses actually suffered by the policy holder, whereas the CDS provides an equal payout to all holders, calculated using an agreed, market-wide method. There are also important differences in the approaches used to pricing. The cost of insurance is based on actuarial analysis. CDSs are derivatives whose cost is determined using financial models and by arbitrage relationships with other credit market instruments such as loans and bonds from the same 'Reference Entity' to which the CDS contract refers. Insurance contracts require the disclosure of all risks involved. CDSs have no such requirement, and, as we have seen in the recent past, many of the risks are unknown or unknowable. Most significantly, unlike insurance companies, sellers of CDSs are not required to maintain any capital reserves to guarantee payment of claims. In that respect, a CDS is an insurance that insures nothing.


� Already, many Euro-zone countries have started reducing their pension payments since 2009.  


� Greek labor unions were on strike continuously during the month of March 2008 and September 2011 showing their opposition to a new legislation regarding reforms for the social security system in Greece, which is a serious perpetuated problem. 


� See, Kallianiotis (2008b).


� An American intellectual has said, that “capitalism is the other side of the same coin”, which has been proved to be correct, as the time is passing.


� Hundred of thousands of tons of sunflower oil mixed with lubricant (petroleum) came from Ukraine to EU countries for consumption. This frightful product is very hazardous for people, who consumed it. TV News MEGA, ALTER, ALPHA, May 10, 2008. Romain Lettuce recalled in 21 U.S. states, due to listeria a deadly bacterium. (Bloomberg.com, September 30, 2011). 


� There are some people, who predict that the volatility of the financial market will be so high in the future, which will turn investors back to financial intermediaries (banks). The problem at that time will be the rate of return; banks will offer close to zero interest rate. We hope these future banks to be incorruptible and authorities to be able to regulate them. The future of the private capital market is uncertain and gloomy because of its participants and its founders.


� A merger took place between EFG Eurobank and Alpha Bank in Greece. The new bank will be the largest financial institution in South-East Europe and the 22nd in size in the entire Europe. See, dailynews24.gr, August 29, 2011. 


� See, dailynews24.gr, 8/16/2011.


� Martin Feldstain from Harvard said that Troika will keep Greece alive for two years to give some time for the overindebtiness  countries, like Spain and Italy to improve their economies and then, they will leave Greece to go bankrupy. See, Hellas on the Web, September 29, 2011.


� See, dailynews24.gr, 8/16/2011.


� See, Bloomberg.com, August 16, 2011.


� See, Kallianiotis (2008b).


� We saw it during the June 7, 2009 elections for the European Parliament. The turnout was as low as 19.63% in some country-members.


� In a speech at the World Economic Forum in Davos, Switzerland, Bill Gates, Microsoft’s chairman, called for a “creative capitalism”, which will use market forces to address poor-country needs. But, the shortcomings of capitalism is that cannot improve social welfare, fairness, justice, democracy, virtues, and values; and it is becoming worse by its passion towards globalization and control of governments and individuals by the businesses (money=). Central Banks are controlled by large commercial banks and the financial markets. (The Wall Street Journal, January 24, 2008, pp. A1and A15). See, Kallianiotis (2007).


� In 2006 the U.S. income was distributed as follows. They show income for 8 groups: 


P0-89 (bottom 90%) —    9 out of 10 households — income below $104,696 (average income, $30,374*) 


P90-100 (top 10%) —      1 out of 10 households — income above $104,696 (average income, $269,658*) 


P90-95 (next 5%) —         1 out of 20 households — income between $104,696 and $148,423 (average income, $122,429*) 


P95-99 (next 4%) —         4 out of 100 households — income between $148,423 and $382,593 (average income, $210,597*) 


P99-100 (top 1%) —         top 1 out of 100 households — income above $382,593 (average income, $1,243,516*) 


P99.5-100 (top 0.5%) —   top 1 out of 200 households — income above $597,584 (average income, $2,022,315*) 


P99.9-100 (top 0.1%) —   top 1 out of 1,000 households — income above $1,898,200 (average income, $6,289,800*) 


P99.99-100 (top .01%) — top 1 out of 10,000 households — income above $10,659,283 (average income, $29,638,027*) 


* calculated including. See, � HYPERLINK "http://www.wealthandwant.com/issues/income/income_distribution.html" ��http://www.wealthandwant.com/issues/income/income_distribution.html�. 


� <<>>


� Except now that the government bonds have been downgraded and their cost has increased drastically.


� The “too big to fail” argument seems that is over. The head of the Federal Deposit Insurance Corporation said that the government's strategy in the financial crisis of bailing out huge institutions deemed "too big to fail" must be replaced by a new model. See, � HYPERLINK "http://www.cbsnews.com/stories/2009/03/19/business/main4876568.shtml" ��http://www.cbsnews.com/stories/2009/03/19/business/main4876568.shtml� 


� Where, � EMBED Equation.3  ���= social prosperity, � EMBED Equation.3  ���= employment, � EMBED Equation.3  ���= output, � EMBED Equation.3  ���= subsidies, � EMBED Equation.3  ���= low prices,� EMBED Equation.3  ���= decent revenue of the government, � EMBED Equation.3  ���= equality among citizens, and � EMBED Equation.3  ���= a stability of the democratic nation factor; W = social welfare, � EMBED Equation.3  ���= utility (happiness) of individuals A, B, C, …, and N in the nation.


� It is every day in the “News” regarding food and other products from developing countries, which have chemicals and pesticides that cause cancer and other illnesses to consumers; also, hormones to animal or animal feeds, which have caused the crazy cow disease and many others.         


� Where, V=market value of the firm, D=market value of debt (bonds), P=market value of preferred stocks, S=market value of common stocks, E(EBIT)=expected earnings before interest and taxes, T=corporate tax rate (fiscal policy instrument), and i=market rate of interest (monetary policy instrument).


� There are studies, which show that the total advertising (promotional) cost is 70% of the selling price of a product or service. If the society could take away advertising, we could be 70% wealthier. (i.e., a coffee that we pay, now, $1.00, would cost only $0.30). 


� Our political systems are not democracies any more because demos (=the people) cannot exercise truly their power. The true democracy (as it was developed in Ancient Greece) is in decay. A capitalistic oligarchy is in control of every function, but at the end they will be the losers, even though they do not believe it, today. 


� What is the marginal product of labor of a CEO (� EMBED Equation.3  ���) that justifies compensation (� EMBED Equation.3  ���) more than a $1,000,000 per annum ($83,333 per month, $4,167 per day, and $521 per hour)? See, Kallianiotis (2010a).


� An unethical, bloodthirsty, and greedy mercenary cannot love his country and his fellow citizens. The national defense must be absolutely public and the arm-services compulsory for every men (all citizens). But, countries have to defend themselves and not to invade others or “defend” others. What we see, today, is absolutely wrong; the law of jungle.    


� There are various precedents as examples, in which improper privatization or the failure of government to conduct certain functions, caused serious problems. In the “reconstruction” of Iraq, the U.S. government decided to contract out many different reconstruction functions to private firms. Shortly thereafter, those firms have been accused of cutting corners and being generally ineffective in reconstructing this destroyed (without any common sense) country. Halliburton, in particular, was accused of, among other things, skimping on the cost of providing meals to soldiers, who give their lives without any reason for a foreign land. Various other complaints include the lagging reconstruction of water and electricity utilities, and providing defective equipment to soldiers. (TV News, various days). Also, the uncoordinated actions between private emergency relief agencies, during the Hurricane Katrina, were a result of privatization. (The Philadelphia Inquirer). What is going on in Europe during privatizations is even shame to be mentioned. These people must be in prison by now, but they are free enjoying the stolen money from their fellow citizens and contributing to the debt of their nations.


� Unfortunately, the global trend is against peoples’ interest and their ultimate objective.


� In Europe, lately, conservative parties, socialist ones, and communist have the same ideology. All are neo-liberals and in favor of globalization, acting against the will of their citizens and the interest of their countries. We are very sorrowful for this old continent!.. 


� A good example of the complex nature of such problems was Air France, which went through massive government subsidies to the consternation of the airline’s private sector competitors and the EU competition authorities, as well as the earnest restructuring efforts of two teams of top managers, before it was deemed ready for partial privatization by the socialist government in 1999. See, Walter and Smith (2000, p. 179). 


� Aristotle, Politics, 1252b27-1253a1).


� Greece has leased the seaport of Piraeus to a state-owned Chinese firm, Cosco, for 35 years and people lost their jobs. Also, Chinese are bringing everything that they want to Europe, which affect negatively employment and income in Greece and the entire Europe. See, “China’s new Silk Road into Europe”, The Telegraph, August 19, 2011. � HYPERLINK "http://www.telegraph.co.uk/news/worldnews/europe/greece/7869999/Chinas-new-Silk-Road-into-Europe.html" ��http://www.telegraph.co.uk/news/worldnews/europe/greece/7869999/Chinas-new-Silk-Road-into-Europe.html�   Piraeus is Greece's largest port, just six miles from Athens. In June 2011, the Chinese shipping company China Ocean Shipping Co., or Cosco, took full control of its container terminals, leasing it for 35 years for almost $5 billion. Experts believe it is probably China's largest investment in Europe to date. For China, the pier is a strategic gateway to bring Chinese goods into Europe and beyond. Labor conditions on the Chinese side of the line are very different from those on the Greek side. The company is accused by Greek unionists and by employees of importing Chinese labor practices. Cosco does not allow unions or collective bargaining among its 500-plus Greek workers. The unions report that Cosco workers are largely unskilled and working on a temporary basis, with no benefits. But a former Cosco worker, who had just been sacked, spoke to NPR about work conditions on the Chinese-run pier, on the condition that his name not be used. The worker says he regularly worked eight hours a day with no meal breaks and no toilet breaks. See, Louisa Lim, “In Greek Port, Storm Brews over Chinese-Run Labor”, (npr.org, August 25, 2011).  � HYPERLINK "http://www.npr.org/2011/06/08/137035251/in-greek-port-storm-brews-over-chinese-run-labor?sc=emaf" ��http://www.npr.org/2011/06/08/137035251/in-greek-port-storm-brews-over-chinese-run-labor?sc=emaf�   


� The Greek government (party of New Democracy, “=centrists”) sold OTE to Germans, by holding only 5% of this telecommunication as SOE. (TV News MEGA, ALTER, ALPHA, May 4, 2008). Polls showed that 73.4% of Greeks are against privatizing OTE. (e-grammes.gr, May 2, 2008). In 2011, the socialist (PASOK) government sold the rest of the company.  


� See, Markusen (2001).  For example, Air France-KLM made a bid for Alitalia, while Lufthansa was backing out of Italy’s auction of a 49.9% stake. Thereupon, Air France-KLM were interested in buying Alitalia, but opposition leader, at that time, Silvo Berlusconi, criticized this foreign bid and asked Italian businessmen to come up with rival offers. Then, after the elections, where Berlusconi became the Prime Minister, Italy approved a $479 million emergency loan for Alitalia to keep the carrier afloat. In August 2008, Italian businessmen discussed a plan to save carrier Alitalia, including a possible $1.5 billion capital injection. In September 2008, Italian labor unions met government officials to discuss layoffs of as many as 7,000 Alitalia workers that were part of a rescue plan for the airline. In September 2008, the government-backed rescue plan for Alitalia was in jeopardy as talks between unions and investors collapsed. 


� Alpha Bank SA, Greece’s third-largest lender, acquired EFG Eurobank Ergasias SA (EUROB) to create the nation’s biggest lender as the firms seek to ride out a deepening recession and the country’s sovereign debt crisis. Alpha offered Eurobank shareholders five new shares for each seven they hold, or 0.714 Alpha shares for each Eurobank share. Alpha Bank shareholders will own 57.5% of the new group, and Eurobank stakeholders 42.5%. The combined bank will implement a €3.9 billion ($5.7 billion) effort to strengthen its finances, including a €1.25 billion rights offer, a €500 million convertible note to be taken up by Qatari-backed Paramount Services Holding Ltd. and €2.1 billion of internal measures. That will help give the lender a core Tier 1 capital ratio of 14%, even after accounting for writedowns of Greek government bonds. (Bloomberg.com, August 29, 2011). The U.S. move to block AT&T Inc. (T)’s purchase of T-Mobile USA Inc. marks a rare Washington defeat for the largest U.S. phone company, a failure deal opponents called a triumph of antitrust analysis over lobbying muscle. As it sought regulators’ blessing for the transaction, AT&T boosted lobbying spending by 30% to $11.7 million in the first six months of 2011 from the same period last year, according to Senate records. Its PAC gave $805,500 to federal candidates this year, more than any other company, according to the Center for Responsive Politics, a Washington research group. The company’s lobbying strategy has been guided by 13-year company veteran Jim Cicconi, a Washington insider since serving in the Reagan White House. It produced letters to regulators from more than 70 members of Congress, multiple economic studies aimed at supporting the deal, and a pledge to preserve 5,000 jobs. Nonetheless, the Justice Department yesterday sued to halt the $39 billion deal, calling it harmful to competition. (Bloomberg.com, September 1, 2011).


� This type of business policy (national wealth deprivation) is part of the bigger plan, which has as its objective, the enfeeblement of the government and the destruction of the sovereign nation. Very dangerous and anti-humane, this dirty movement. 


� See, Walter and Smith (2000, pp. 194-195).


� Investment bankers caused the current financial crisis, which led countries to chaos and citizens to suicide. Russian Prime Minister Vladimir Putin said that 'Today, investment banks, the pride of Wall Street, have virtually ceased to exist.' See, � HYPERLINK "http://www.marketwatch.com/story/russias-putin-financial-system-has-failed" ��http://www.marketwatch.com/story/russias-putin-financial-system-has-failed� 





� See, Kallianiotis (2011a).


� Greece, due to her uniqueness, is in trouble to lose completely its identity and its land with all her compliances on all issues, with the propulsion of the anthellene media and politicians. Do not forget what Henry Kissinger has said about Greece in early 1970s. All these are enforced today. See, Kallianiotis  (2010b).   


� See, Tom Randall and Janie McGee, “Wall Street Executives Scored $3 Billion as Banks Rose and Fell”, Bloomberg.com, September 26, 2008.


� See, The Wall Street Journal, October 23, 2008, pp. A1 and C3.


� Real Madrid would pay a record $131 million transfer fee to Manchester United for the right to negotiate a deal with soccer star Cristiano Ronaldo. The highest paid athletes in the U.S. are: Alex Rodriguez $27.5 million (N.Y. Yankees), Kevin Garnett $24.8 million (Boston Celtics), Nnamdi Asomugha $15 million (Oakland Raiders), and Dany Heatley $10 million (Ottawa Senators).  See, The Wall Street Journal, June 11, 2009, pp. A1, B1 and B2.


� Where, V=market value of the firm, D=market value of debt (bonds), P=market value of preferred stocks, and S=market value of common stocks.


� See, Kallianiotis (2003 and 2002, p. 55).


� The price of oil reached on July 3, 2008, the outrageous value of $144.15 per barrel. (Bloomberg.com, 7/3/2008). The price of oil on December 31, 1998 was $11.28 and became on December 31, 2001 $19.33 per barrel and in nine (six) years has increased by 1,177.93% (645.73%), about 130.88% increase per year. This is an uncontradicted proof that our economic system is out of control (has completely failed) and something must be done. On December 3, 2008, the oil price fell to $46.03 per barrel, due to the global recession.  (Bloomberg.com, 12/3/2008). Now, it has risen to $80.52 per barrel. (Bloomberg.com, 10/6/2011).


� See, The Wall Street Journal, October 24, 2008, pp. A1 and A16.


� Regulators said they might not have enough information to assess the threat over-the-counter derivatives pose to the financial system. Shortfalls in available data may undermine attempts to use so-called trade repositories as a tool to improve market oversight, the Committee on Payment and Settlement Systems and the International Organization of Securities Commissions said in a report. The lack of details on the value of trades “presents a potential gap in the data that authorities may require to fulfill” their mandates, the organizations said. More data on collateral would allow regulators to “better assess exposures, counterparty risk and ultimately systemic risk,” they said. Regulators from the Group of 20 countries have sought to toughen rules on OTC derivatives such as credit-default swaps after the failure in September 2008 of Lehman Brothers Holdings Inc. and the rescue of AIG, two of the largest CDS traders. The value of outstanding OTC derivatives was about $601 trillion at the end of last year, according to the Bank for International Settlements. (Bloomberg.com, August 24, 2011). For credit-default swaps, see, Kallianiotis (2011d).


� See, The Wall Street Journal, March 10, 2010, pp. A1 and A8.


� The mayor of Athens (Greece), George Kaminis, cut the Morning Prayer and the National Anthem from a children camping in Nea Makri. See, � HYPERLINK "http://www.hellasontheweb.org/2009-05-25-15-24-30/2009-07-11-08-19-41/1628-2011-08-22-08-13-18" ��http://www.hellasontheweb.org/2009-05-25-15-24-30/2009-07-11-08-19-41/1628-2011-08-22-08-13-18� .


� 


� Even businessmen of the country do not invest locally, but where their cost is minimized. The Greek ship-owners, even though that there is an economic crisis, continue to renew their fleet, by building 654 new ships around the world; with preference South Korea, China, Japan, India, Philippines, Vietnam, and else where in Asia. Only one ship is built in Greece. The Greek fleet is constituted, today, from 3,848 ships, representing the 7.7% of the global ships. (dailynews24.gr, August 18, 2011).  


� See, Kallianiotis (2011a).


� Billions of euros are sent back to the countries of origin of these immigrants, which is a significant capital bleeding for small economies.


� It is true that unions need some more flexibility and must adopt policies that are based on some incentives for their members. Their communist philosophy cannot apply anywhere (this system is as bad as the one that they are against it, the capitalism with its globalization). Lately, many union officials have been found taking advantage of their position by been involved in abuses of their power, exploitations, and corruption. The latest crisis has weakened completely the labor unions.  


� Between piles of trash and stray dogs near a Mumbai slum is the entrance to MoFirst Solutions Pvt., where two dozen workers sit shoulder-to-shoulder with no air conditioning and write code for iPhone apps on laptops. “The rates Indian developers charge are very low,” said Akash Dongre, chief operating officer at MoFirst Solutions, where clients pay as little as $15 an hour for a programmer. MoFirst is tapping India’s next wave in outsourcing, with thousands of programmers that charge a fraction of Silicon Valley prices to capitalize on demand for programs for Apple Inc. (AAPL)’s iPhone and devices running Google Inc. (GOOG)’s Android software. Developers-for-hire for mobile applications may generate $5.6 billion in revenue by 2015, a 14-fold jump from this year, Forrester Research Inc. (FORR) estimates. (Bloomberg.com, August 23, 2011).


� The Greek government is imposing property taxes that did not exist before. We are moving to a system that will be no ownership. People will maintain a home, which belongs to the government and to the banks. Citizens are losing personal autonomy (independence) and this has made them to act and think unethically. They are against their own nations. The plan of the “dark powers” is working; they succeeded to put citizens against their own nations.


� Labor productivity (LP) is defined as output (Q) per unit of labor input (L): (� EMBED Equation.3  ���). Higher productivity means lower labor input (higher unemployment). Thus, high productivity does not improve social welfare. 





� The unemployment rates in some regions of the EU are 40% and in others 20%, due to privatization, lost of manufacturing, reductions of the agricultural production, the innumerable illegal immigrants, the current debt crisis, the recession, and to the competition from the third-world developing countries.


� The economic security has, lately, been lost for the public workers, due to Troika’s austerity measures. The debt crisis in Euro-zone has destroyed the labor force and their rights. “Greece is slashing thousands of public-sector jobs to meet the demands of international creditors.” See, The Wall Street Journal, October 3, 2011, pp. A1 and A7. 


� Where, � EMBED Equation.3  ���= marginal benefits of privatization and � EMBED Equation.3  ���= marginal cost of a socio-economic distress.


� We have become just “consumers” (who are not genuine human beings). A consumer is someone, who has an irrational inelastic demand for all goods and services: Price elasticity zero (� EMBED Equation.3  ���) and income (borrowing money) elasticity very high (� EMBED Equation.3  ���).  


� The case of Kosovo is the most recent unfair, unjust, and illegal “creature” by detaching this Serbian region from a unified nation and created the Great Albania in Balkans. Greece has, so far, received more than 20% of her population of illegal immigrants, from which 1,500,000 are Albanians, who create daily problems (robberies, assassinations, rapes, drugs, mafia, and others) and the government is doing nothing regarding this problem. A report from CIA states that “the continuing migration of Albanians to Greece creates serious problem to the country”. Voanerges, Issue 39, September-October 2008, p. 95. 


� In the U.K., many municipalities have contracted out their garbage collection or administration of parking fines to private companies. 


� This is a particularly notable phenomenon in France, where the state often retains a “blocking state” in private industries. In Germany, the state privatized Deutsche Telekom in small tranches, and still retains about a third of the company.  


� See, Kothenburger and Whalley (2006).


� He continuous that “this humble and pragmatic conclusion actually provides a rather striking contrast to the dominant view that public ownership and management are inherently inefficient, and that privatization must generate strong improvements in efficiency and performance. A detailed, concrete reading of the diverse European experience is not consistent with this traditional broad-brush conclusion”. [Stanford (2008)].


� Communism and capitalism are two man-made philosophical systems (which became actually two different sub-cultures). The first one was the sub-culture of oppression and the second one is the sub-culture of waste. Both are inefficient and not very humane in their offering to societies. 


� This type of privatization might have been partially successful in telecommunications in EU because genuine competition has arisen and quality of services has been improved and prices for telephone calls fell dramatically, but there are, even in this industry, other factors, which have contributed to their lower prices, and not only privatization, as it was mentioned above.  
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