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INTRODUCTION

Of the top ten companies outside the United States in 9831, five were
peblie enterprises, and two of these five were public eanterprises from
Latin America.{Fortune, Aug. 22, 19B2) On the basis of the commonly
'aceapted ol wisdom,” one would expect that 3 ranking of the top ten by
rates of return to stockholders equity would produce 2 1ist with the lowest
Tive places being cccupled by these five publie enterprises. In fact,
“alnost the opposite happens. The top three positions were neld by nublie
enterpriaes whicn outperformed any of the private companies, %ereover,lt&e
rates of return of these top three ranged from a low of 17.5 percent to
nigh of 30.7 percent, and none of the top five pudblic, {ranked; ecriginally
it should be remembered, in terms of sales} had s rate of return on equity
lezs than iwelve percent. One of the Latin American ccmpaniealcecupied
sacond place in the raniking on rates of return, and the other was in fifth
place, Admittedly the small sample is biased and limited in scope, but
this simple exercise indicatea something that will becoms meore appérsnt
throughout the paper, that the public enterprise which we are diacussing in
this conference is not thé sane type of public enterprise that would have

heen considered had a zomewhat similar conference been held ten years ago.

This paper sets oubt to examine some of our basic tenets about public
enterprises in the light of rscent experience, and may b2 viewed az a broad
attempt to znswer the apparently naive question: What are public

gnterprises? The Tirst section of the paper seeks &0 ansWer this gussiion

Thanks are expressed to Willlam P, CGlade who reag and commented on 3
earlier wversion of the paper, and to Mary Moran for typing the
tanles. A1l responsipility for remaining errors i= mine,
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by posing an even simpler version: #Why are there public enterprises?
Knowing ﬁhy public eﬁterprisea were-establisneé may be a useful beginning
in deducing exactly what they are. 7The mecond part sf'the paper gets
closer to an ewpiricai analfsis by posing yet ancther version of thg
queation: What do publiclenterpriaes doe? Thias Suncticnalist attempt to
describe thelr functions will be based on Offiee'for Publia Sector Studies
detalled SIC information for three countries: Paeru, Mexico and Brazil.
.Tﬁis will be complementaed by the use of desoripiive statistics from
published survey material to compare puélie enterpriszes to thelir private
sounterparts. The third section makes use of more rigorous analytical
techniques to answer the repeatedliy-posed question in yet ancther fashion:
Are public enterprismes really different? The 1as3t and concluding section
will summarize the results of these successive approximationg and will

rzise even mors guestions.
I. WHY ARE THERE PURLIC ENTERPRISES?

Tne firat way of answering the basic guestion ®Wnat are.puplie
enterprises?” is to examine what they were ¢reated to do.(?) It should be
apparent that knowing why public enterprises ware formed szhould provide the
basis f@r constructing a useful set of ceriteria from which a description
cum cGefinition may be advaneced, This iz certainly an initial step as it

does not consider changes in the goal structure imposed by external

i e s ey Y 50 TP I P ek 0 R Y AR Ve A VR

{1)}¥hat would appear to many readers t¢ be the firat step, definiticn of a
public enterprise using a legal frameworik, as is commonly done, iz put
aside as too complex for this treatment. PFarts II1.9% and 1I.2 will employ
gifferent operaiional definitions, in excellent compleia zei-theo
treatment of the definitional problem is found in Jones (1973}, wh

brozd non~rigorcus freatment is that of Bihm, 1981,
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authorlities, nor modifications in oblectives ag a resuif of inlernal
managenent choice. Three different methods may be used to explain the
actual formpation of public enterprises., These are the taxonomic approach
which is bzzed on the delineaticn of a set of motivational categories for
public intervention; the historieal approach which links public enterprise
development te perceptions of evolving needs at different stages in 2 Latin
American country’s development; and the structural §pprcach, which views
shifts in the role of the staté as responding to changes in the polity, the
society or the econozy taken as 2 whele., Each of these approaches will be

conzlidered in turn, representative gases will be examined, and the

weaknesses of ezch will be pointed out,

I.1 The Taxonomic Approach

The taxonouic approazch attempis to ¢lazsify or systemutically divide
notives for the creation of public enterpriszes into discrete public poliey
categories, based on underliying political, ideological or seconomic grounds
or some combination of any or all of them. The taxonomy may dbe =imple,
where each calegory encompasses one dasie motive, or compound {dendriticl,
where one or more major categorles 1s divided into finer gub-categories,

zach of which may or may not be further subdigided.

By way of example, Muhammad s taxonomy of Table 1 comprizes twenty-one
different major categories and is an effort to be a3 complete as possible.
Looking at some of the categories presented in Table 7, it is noted that
the underlying bases for the categorization are not apparent from a simple
examination of the categories, Thus, some gsneral reasons for government

intervention in the sconomy may be variously interpreted as ideclogiozl, or



olitical or economic. An example of this is the first "to increase
governmant cortroi of the naticpal economy;®™ while the basls for other

categorles are more apparsnt such as the thi"teentﬂ, "io intenaify caplital

ageumulation.” Some of the categories are oot dichotomous and hence overlap

with each other in different fashicnsa. Increased government control, the
rationale of category one, rezults froa the oreation of the govermment
presmptive monopolies menticoned in the aecond category. Thus, these two

categories are causally linked in an interwoven fashion,

Te be as complete as possible, contéadictory-or mutpally siwel
eategories must be included.{2) This may be seen by C“ﬂp%?lﬂg ez3on LwWo
"o discipline privaete enterprise,® with reason asix, "to stimulate private
gnterprise,™ At times, sach of thesze has heen applied within a differsnt

contextual matrix.,

In some cases, the distinction between motivationzsl categories is not

completely clezr, 22 bDetween reascon €izh which covers th e provisicn of

servicea not considersd appropriate for the private secter, and reason nine

for supplying those services neglected by the private sector. These two
merge quite sasily, Are services ;eglected by the private secior becsuse
they are not considerad appropriate Tor its action, are ssotors not
_ccﬁsidered appropriate for private action because they are so ofien

neglectad, or waz the author merely trying te force a comparison?

While there are many other taxonomies used to examine 9ub1£c

£ e e S . = Yo o 7 M A v e

1231% would be nice if a branching algorithm with dichotomou
possibilities would form the entire basiz for a taxcmony.
basic size limitations, tavonomies for public enterorises havs on
ailuded 3 fsw choice AEVEIS.
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enterprises such as the compound one of Aharoni (i???), ar that of ECL3
{1971), Muhammad’'s certainiy illustrates the difficulties involved with the
cagice of categories. Fipst, 1t iz 4ifficult to he truly dichglomous.
Should the rescue of Brazil s railweays in 1901 because they were not
profitable without subsidies and the subsidies placed too great a strain on
the government s finznces have heen placed in‘Muhammad's category onge, that
of increasing government control or in his category fifteen, that of the
5téte rescue s;eratian?‘ In the absence of any major changes in government
hahavior %o action solely based on logical, disorete, dichotomous
sategeries, all efforis to impose a post-heoo categorizatlion are beset by

amblguity.

Clozely linked to this is a second difficulty, which limitm the uze of
the categorical approach, that 1t may not be operational in vrsctice, Even
when 3 giaple Lwo-catsegory godel bzssd on economle and non-economic motives
is used to analyze the reasons for Incorporating enterprises into the state
portfelic, a given public enterprise may have been created for different
ars overlapping reasons. FPlaecing the enterprizz in ong or anotier discrete
category then becomes a matter of Judgment not bound by any hard and faszt
ruies, lternatively, placing the enterprise szimvltaneousiy in twe

categories is coneceptually equivalent $0 gimple categorization in a new

hyper-taionomy of dimension n , where "n® is the dimension of the original

taxonomy, It is quite clear that the pressnce of even more motives
involves the creation of taxeonomies of even higher dimension, with

sttendant categorization difficulties.{3)

Third, znd closely related to the second problem, is she difficulty of

classifying sotives of the multiple zctors invelved in public enterpriss
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ereation. Only if each actor’s motives are identical to those of every
other sctor is a unidimensional taxcnomy reslistic. Tn the more cowmon
case, when different azctorsz ccincide in 3 course of seotion but for
different reasons, Lo maintain the taxonomic appresch a recourse Lo

multidimensionsl nyper-taxonomies is poszipie, but impractical.

Fourth, any attempt to do an expart categorization of gevernment

motives must necegsarily suffer from the limitation that trus potives for

" publie enterprigse corsation may be difficeylt to dlscern, Stated obiectives
mzy, and often do, giffer sharply from unstated ones. Sueh would be the
caze of & sirateglic industry ostensibly nationalized in the public welfare,
bt with thes unstated and more important objective of boosting government
pepularity, a potlon whaich hes been advanced as one of ithe hidden reamons
pehind the new Peruvian military government ' s nationalizstion of the IPC
ﬁazéings in 1968, Thus, categorization mccording te any baxen“mv on the
asis of readily available and accepted information may lesd to obvious

enalytical errors when hidden motives are involved, On the cther hand,
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abegorization on the basis of insider information may be more
intellectually satisfying, such information is not often available, and,

when it ig, often subject to bias and manipulation,

fccess te a sophisticated dataz base management system (DBMS) with the

ability %o handle both simple and complex plex structures {compound

A e ko e LA i e . €8 S0 e T T TR Y

(3)This assumes that one of the motives is asaigned priority over the
other, that z maximum of two matives for company creation exist, and ihat
therg were n categories in the griginal Mﬁti¥at onal Laxonomy.

Criegorizing aceording %o priority would resull in an n by o mabrix of
pogaible combinations. The original izxono is nothing more than those
entries along the prineipal diagonal. ﬁa;nﬂ ing the assunption of priority
means that 930“12 tion may be done In 2z triapgular matrix of dimension

ont
D, with a total of {r + 1)r/2 categories.

%3
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bi-directional classifiecations), and development of 2 taxonomy for it may
pernit a more fruitful classificaticon and znalysis of taxonomies than has
previsusly been posaziblie, Such an arrangement may be useful a3 a atarting

soint for future usse of taxenomies. Past =fforis, however, based on 2

b

imited number of non-operational categories, have only proven to be =

-

useful starting point for analysis, rather than z powerful analytical tool.

-

The second type of explanation, the historical approach o the origin

¥ public enterpriges, atitempits o view company formation and growth as

proceeding through well-defined, succegszive historieal stages. ¥Wnile there
ig evidence that countries at approximastely the same levels of developzent

wave similar publie entersrise porifelics, {Jones and Mason, 1982) cother
world areas will be intentionally neglected, and the hizstorical approzg
will onply be examined here as it has been applied 2o Latin America, This

d¢iffers somewhat from the texonomic approach in that its proponents

motives vwhich governed the behavior of the successive

Americs suncassively made the iransition from being a region of

export-oriented primary produeers to 2 get of couniries at different ohases

s

o3

ol import-sudstitution ipdusirdalization, the
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nections of the public
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seotor and Lhe mobtives for ereating public snterprises changed. Since

wigws of FlitzGerald {197%) and an sarly ECLE (71971} historical explanaticn

differ Iin thelir emphasss, bub are similar wiih respeel to thelr
¥
pericdizations until the mid 195072, only the ECLA one will be examined,
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Until the eazrliest third of the iwentieth century, witb'natianal
zopncnies oriented almost exclusively t¢ international trade of
agricultural or extractive preducts, and with iajor exporting and/or
nraducing firms ofteg in the hands of forelgn Iinteresis, the few public
enterprizes created during the periocd of early prlmarywexpa criented
deveiopRent were expected to meel the needs 0f exporiers. Therefore, the
atate 3 major roles were to provide basie infrastructurs, to fo?m.regicna‘
and/or ssotoral promotion agencles, Yo mount rescue operations where

private interests were not obtalning a sufficiently high rate of return,

and Lo make zvallable general publie

-

utility infrastructure such a
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adequate wator sunply and uwrban iransport. In addition, far a ra

sountries, some primary extraction =2uch 33 petrolaum was controlled Ly the

& major ¢hange came about as a result ol the Great Deprassion apg the

Hooopd Horld War since the economles of Latin Americs had encounteres
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urchasing manufactured goeds on the world market, bot
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inputs for the iimited industrial kase and as consumer items, This set
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Tocodatulfz, textiles, and whatever simple engineering technology was within
tne reach of domestic sntrepreneurs. During thiz stage alternative policy
instruments such as Lariffs and gquetas 16 protect new deomestie firms were

more imperitant than public enterprises. There was also a wave of
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services and basic iranspert for political

motivas 23 well as several rescue opsrations of foreign firma w

become inoreasingly unprofitable 46 thelr overseas owners ai 2 result of
the expiration of governmentegranted concsasions or of the governmante
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impoased varriers te unfettered profit remittances.

After the mid-1980"s, Latin Americs wes viewed as entering the stage
of advanced industrialization where the state emerged as entrepreneur and

n important producer of goods and services {ECLA, 167%: 3}, During
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age, since large industrial projects such as the provision of
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capital goods, heavy industry, chenmicala or electric eguipmeni ware ofien

bavond the reach of the private domestic entreprensurs by virtue of their

- 8ize, cosis or required Lechnelogy, the atate directly assumed a much

larger role in the industrizaliization process a3 the only viable alternativ

1o foreign investiment since this last was often rulsd out for pelitical

There are major problems assscizbted with the histeoriecal wiew, First,
it simplifies the evolution of the public secior, and conseguently the
puané enterprise portfolis, to 2 linear, unidirectionzi and additive one,
whereby different types of public enterprises enter inte the publiz domain
a? apecified pericds according to some inevitzble higtarical lozice. Since
these historical pericds inexorably succeed each other, im an a, b, o
fashion, there 1s no provizion in the logic for thoss companies associated
with entry into the public porifelie in z later perisd b, for example, to
have been created by any government during periad_ae Thus, the Peruvian

wernment s 26 percent investment in 1826, later increased to 50 percent
in 183C, in 2 land irrigation scheme to sunply the domestie market with
cheaper focdstuffs would have to be dismissed a2 a historiczl anomaly
should only ozcur later, {4} Purthermore, that the Peruvian

"

aliac the oniy naval foundry of its kind in all L:
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panufacture heavy equipment not only for the military forces but also for
sale o the private sector, has to be overlopked because it occurred over z
cextury tec soon. Such a priori dismissal would fly in the face of ths
atated aims of company ereation, whgch wore o iessen the dependence on

I

imports from the %.3. and Europe, and thereby lead to cost savings,
# ) y ‘ R
{Fchenigua, 1932: I: 115-1%06 and Castilla, 1910: 256-27) The sequential view
of the sweep of modern hisfery in Latin America seems to be unadble to sope

with the reality of early nineleznth century efforts al industrialization,

Second, the historical view entails an unarticulzted aasumption that
the underlying historical proseszs was one of droadly defined dsvelgpment or
growth, rathsr than one of contraction snd shrinkage. Therefore, zuch a
¥iew Can never explain how governments ¢ould, or indeed why they ever would
want to, divest themzelves of enterprises, Recent work by Bones {1961} om
& oycliical model of state intervention in Argentina is zn attempt %o romedy
tizls failing by explaining how swings in the prevailing government idsology
influsnce the public secﬁcr 85 2 whole, the composition of the public
entarprise portfolion, and priaing'policies of individusl govérnment-owneﬁ

firms.

Tizird, the links detalled above betwzen stages of development and the
formation of public enterprises are often at variance with nineteenth and
early *wentiath.oentury reality. WNet only is the histerical approach to u
public entgrprises unable to handle a fevw anomalisz which crop up at

various times in different countries, it is based on a partial resding of

(T e i b i e b s e = S e e A Y

1828; Daocreto, Maroh 2, 1830: Ley, Octobar 13, 1832 in
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the overall syperience, Xt assumes that pelitical independence was
synonymous with a rejection of the dependentist econcmic policles of the
lzte colonizl period, which pelicies were agbandoned im faver of those of

.

the new lideral state., & careful reading of the documents of the pericd,

‘however, reveals a high degree of policy continuity well into the new

pericd. Wnile this is not the forum to undertake a thorough reappralsal of

nineteenth century Latin American economic histery, two cobvigus

illustrationz come to mind, SRectoral development banks in many countries

were formed long before the siage of eazsy import substitution where they
. £

yore expected to occur. Mexirco' s ssatadblishment of the Ranco de Avie in

1830 to champel funds to industry and mining is hut one example {Potazh,

wnh

L)

252}, Railreads in other cases became public after the export-oriented

stage. While not wanting to argue that a2 requirement for zccepting the

g

rasulss of historical research must be the ability to explain g€ach and
avery occurrence of the phenomenon Being investigated, it is apparent from

%

(U]

n & curacry reading of the history of the nineteenth century that the
exnianatory power of such a gross set of hiztorieal divisions is iower than

previocusly believed,

Fourth, while pretending to reveal stages of development which
prevailed for the continent as z whole, this methed of explanation dmés
injustice te the experience of individual countries, The caze of Pery iz
quite different from thoze of PBrazll, Mexico, Uruguay or drgentina, each of
which bad a 1arge.portfelio of publie enterprises at a much earlier
bistorical periocd. Further, analyats such as Baer (1070}, RBigler {13981),
Hoptoya (1979}, and Topik {1978}, wﬁo have examiped the growth of any one

netion’s public enterprises from the hisiorical perspeciive have been led
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to employ 2 39quant1m} breakdown guiie different from the above. Analvzing

the Firat Republic in Brazil (1889-1930) Topik found an activiat state,

fomrk
e

albeit acting a2t times in o haphazard and unplanned Tashion, much eariier
than the pericd of gnay impor: subatitution., Eaer et 2l concluded that
considerations of Brazilian national security led the statelto invest in
iron, heavy indusiry, petrolsum, and chemlesls during the 194073 and early
E?SG' ﬂugﬁoseaiy the era of easy import substitution. Montoya delineated
anly two stages for Peru, the pre-1958 limited and timid intervention
within an overall liberal framework, and the post~19588 activiet role in
arodoction and distribulion, -Bigler, locking at Yenezuela for the
-gentury from 1928 1o 1978, was able Lo distinguish five gsoparate
2tagee., There, the sirong emphasiz on basie infrasztructure, which bagan
prior to the Greal Dopression, was interrupted in 1245 by a major shift in

government policies towzrds populism, whiceh brought about changes in the

¢ enterprises ereated znd changes in the pricing posiicies.

o

typea of publ
Thiz second stage, in turn, was reversed in 1954 for a second basic
industiry cycle which lasted a decade, From 1964 to 1873, Bigler notes 2

veritable boom in the creation of subsidiaries of public enterprises, a

73 to

“o

chenomencon 50 impertant as to merif its own stage. Finally, from
?9?8 the OPEC~fed publiec administration und eraen? a2 bonznza cvele which
included the publie enterprises, Une can readily conclude from the above
that in atienpting to generalize sxceszszively from the experiences of oneg or

a few countries, the historical approsch loses the waalih of detaill

-

assovlated with the unigue historical experiences of indiv

'!

dual countries,
Furihermore, any ghltempl €0 reconcile there differences ir open toc the trap
ef postulating the existenecs of a nilinrical lsast common denominator for

the entire continent; vhose presence oan never be verifisd through siudving



He

o

-

i3
o
&
o
el
tad

the evolution of any one country s public sector,

To maintain that Latin America as a whole adhered to the same
inprorable development pattern 413 to oversimplify the complexitiss both of

development and of Latin America. Ceountries may, and have, crested public
?

enterprises attributable to the later stages without hzving passed through

earlier atsges. In fact, the stages Lhemaelves arg not seguential, their
= ?

.

diatinetions are blurred, and oharacteristics of earlier stages are oftiesn
7

£3

ixzd in a hybrid fashion with those of 3 latten one, The fonseguencsi of
this mixing are that the histoprleal approach is not opsrational when
gdealing with particular countrises, and in aﬁdi%ion, that it does noi
deliver the expecied univeraslist thsory of public enterprise development.
nerafore, while it has been useful in helping sel up z skeletal framewor
for viewing the past, it should not be regarded as the only unique
frameworlk agalinst which the lacets of individual na%ional deyeiopment way

»
1

he ordered.

Sinee the explanatory power of the historiesal appreoach to the size and
compesition of the public enterprise portfolic is limited, a revisionist
view of that history is certainly in order. ©Ontil now, the historical
approach has viewed the portfolis a3 analogous i a_bed of fossils, added
to by acc?etion in weli-defined layers, with the public enterprises

themselves, viewed as the fossil reamains of past goverament policies.

e

since those policies ware often later changed, medified, counternandad,
rovaersed, énd tﬁen reinstated under different guizes, with the pudblie
enterprize counterpzris of creaticn, disselution, zsrger and deliberzte
atrophy, the proper analogy should be to the alluvizil Jeposit chnsé?eam

Trom 2 70831} bed rather than to the bed itzelf, 3tudying the alluvisl
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daposit {(the existing portfolio} and thecrizing about the nature of the

8PVﬁQi,b gzeological {government) processes is a useful beginning, but is

noG 3ubstitute for a dﬂtailed exzmination of the orlginal fesails in situ,
which rust be the basia for any clear and consistent historical explanation

o

of the dynamics of pudblic enterprises in Latin Ameriea, i

.2 The Structural Methed

=4

Thae third metheod of explalining the inzroduqtign and growth of public
anterprises, the structural method, abstracis scmewhat from the two
frazeworys presented above and appears to promise the best direction to
guide resezrch hypethezes on guestions abouyt the origin of public
enterprizea. The struciural methed postulates functiopal linkages bhatween

rowth in size and/or number of public enterprises and changes in

£
b
w3

economic/political/social struttural factors as a nation grows and

develeps. These structural changes may e readily cobserved, and in some

£

cazes guaniilfied, leading to a set of empirically verifiable hypotheses
regarding public enterprises. By its very nature, and assuming sufficient
data can be found to employ it, the structural method should avoid ane
major fziling of the two methods detailed earlier, lack of operatiénality.
¥nile this mebhod has generally been applied to determine the causes of
pupliic sector grovith in general, Glade (1§73} ha= made an attempl t{o recast
2 few of the explanatory factors in such a fashion as to cobserve their role

i the growth of public enterprises. , fﬂy

The structural method also avoids an as-yet-unmentioned prodlem of
both the above approaches, their inability to handle change, Knowledge of

¥iy an snterprise was created is important, but knowledge of why zoverns
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authorities have modified its goals; or why compamny officials have changed
company obiectives; or why different goals have succeeded each other is
entremely important in answering the questicn "Hnat iz a publie
enherprise?® Beiiher the fixed-category taxonomic approach nor the
unidirecticonal and invarignt ,istovieai framework can accommodate goal

sueoession.

This subsection is an attempt to extend Glade’s analvsis in a more
general fashion Eased ot two precent works, an extension of explanatory
varishies for the median voter model of growth in public spending by
Adtkinson and Stiglitz (1980: 326-328) and 3n examination of economic
varizbles correlated to pressnce of mzjor industrial public enterprises In
the cross-section comparative static perspective of Jones and Mason {3632).
This subsection is distinguished from the work by Atikinscn ang Stiglitz by
to recast some of their public sector-growth variazbles andg
3 add othesrs that would be more suitadle as an sxplanatics of publin
enterprise growth. It is further distinguished from the work of dones and
Mason by focussing on the dynamics of public enterprise growth cr shrinksge

rather than on comparative statics to eyxplaln public enterorise presence in

3

zn¥ sector, As will be ssen later, the data requirementis for application
af zhe structural approach are indeed stringent. HNineteen structural

factors shown in Table 2 are exsmingd and summarized,

Therelis a mgjor'difference batwaen the taxcnomle approach and the
atructural one, The taxzonomlc method is to categorize factors which may

fiave influsnced the creation of public enterprises at some given time

[

TErFLD

« The structural appréach assumes that change over time in

underlying phenomena lead to the creation or dissclution of publie
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onterprises. The legical outcome of the structursl approach iz the
formulation and testing of time-seriss godels dealing with the ereation and
growth of publlo anterg.,ses in Latin Americas 33 a functiaw of aceonomio,

soeisl and political circumstancea, However, 1t will not ba done in this

The first structural factor to be considered is growth in per~capita

3

ris results in a growing demand for soeial goods whose income

mlasticity is greater than one, a phenomentn first noted by Engel during

the 19%th century in his work on housshold demand paiterns. EBExtending that
zpalyveis, changzes in economy~wide consumption may be expected to follo

thaose observed for individual housenclds for aueh publie services as
afvcation, zanitation, or healih, which serviceg are occasionally provided
2y public enterprises. Thus, as per-capita incomes have risen over time,

public enterprises were oreated and have grown in order to mest this rizing

tiemand,

4 second factor is insoms redisztribution., Increassd demand for publie
servicas suca as those mentioned above by the segments of the populztion
which beaefit from the distribution alse may lead to the creation and

growth of public enterprises. Thiz must be counterbalanced against, 2

vt

decrease in demand for services on the par f the net losersa, However,

peg of services demanded by these lssf from the government may be
quite Qifferent, so that the net result for the economy is an increase in
the slze of the public sector and often of the ﬁublic enterprises

portfolic. Income recistribution may be operaticnalized as 2 variabls by

ieoking at the ratic of median income to average income through time
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A third factor is 5 decrease in the perceived tax burden. This often
regulis from fiscal restructuring to taxes with lower demestic impact, such
43 sxport taxes on goods where the exporting naticn can exercize econcomic

power a2, until recently happened Lo petrecieum exporters. An alternative

Source of 2 decrsase in the parceived tax burden is through an inerassze in

Fiscal iilusion, often through 3 zhifl in the sitructure of government
funding to less-visible vaiua«aédeé taxes Lo replage funds eoming from a
@more visible, cumberscme and unwmisgidly aysienm o§ salez znd stamp taxesn.
Both patterns lead (o increased demand for government~ provided goods and

sorvices as the apparent price of such sgervices dropz for the Lavpaver.

4 fourth factor useful in explzining the growth of public enterprises
is 3z 3hift in the relative price of public geads a2nd services, If the
price of 2 public enterprise-zupplied item decreases compared te those of
other goods and services, often as the resnlt of governmen* subsidies,
demand wouid nermally increase, An alierpstive explanation is that prices
nay decreass without the need for subsidies in the case of a government-
gwned monopoly with econcmies of scale, However, in many eaées,
particularly in the provision of services, the relative price may rise ag a

rasult of slower rates of productivity increase, and there 1s some evidence

for *he 11,5, tlat this has occurred. Baumol {?95?} and Bragdford et al
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tive price for pudblic services has riszen
bhecause thelr high labor-intenzitiy malkes them less able Yo benefit from

technolegiesal progress. Some of the items in the basket of goods and

3

&

o

gervicea provided by Latin Aserican public emterprises would certainly bhe

i,

able to incorporate change in techniques of preducticen, and empiriecal work

neads t0 be done on relatlve pricing.



8 Tifth factor is the general incresse in the zize of the population.
irraspective of priges, this lsads to inecreased demand for

government-provided goods and services. This 4in turn is responsible for

spoe of Lhe growih io outpul, &
& sixth factor iz a shift in the rate of growth of pulatlo“. If the 3 T¥

.

rate of ;oegla ion growth incrsases as 3 resuit of improved health
measuresz, his leads o increased overall demand for at lesst z ninimal

ilevel of goods and servieces, If the growth raie decreases, this leads %o

3
s
P
o
i
0
@
ot
!
[
vy
B
A3
e
oy
et
E2d
[S0d
e
i
wd
(e
=r
5t
9
fiv]
©
=
Uf“i

ocda demanded. Thus, change in either

direction may lead to ecreatlicon of new publiec enterprises fo meet the neyly

& seventh factor was First noted by Hagner &t the end of the 19th
cenbury and has btecome known as one of the underpinnings of Wagner s Law of
;ﬁcrpas_ng Relative Importance of the Pubhlis Sector.{Wagne-, 1895 in

Yinfrey, 19¥3: 192) Thia medel dealt with a hypothasized functional

relationship between industrialization and the level of public zector
activity., On the basis of an examination of industrialization in several

souniirigs, Wagner hypothesi

5]

ed inereased public production in industries
wiich provide basic industrial inputs such as metals, fuel, communications

and transgortation because of economies of scale and large capital

Wagner also cited an eighth factor, lncreased urbanization, This 4o
change in social patterns, partly resulting from incrsased
industrizlization, led to a greater demand for social services,

particularly those provided 2% the municipal level, such as utilities,



"
:

orinoipaliy financisl, but alse including technica

urpan transpeortsiion and public housing. Sinece these are often provided by
sunlic enterprizses, the argument can be interpreted as an zdditicmal

< A 2
exnianatory Tactor for their growth.

Als0 relsted to factors seven and #ight is a ninth faoior, the

decreasse in the “nlatifn size of the agricuitural sector. Sipee the sizte
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assistance, decrezse in
the relative importance of agriculture in the national economy may be
correlated with 2 rise in importancs of those sestors where the government
T may alzo lead to ingreased government effortz te
Pazter ¢he introcductlion and adopilon of higher preductivity metﬁﬁéa thyouzh

granter financiel assistance ang direct provizion and marketing of key

Helated io the work of Wagner iz a fenth factar which posits an

intersction betwesn public and private ssctors, In opder for rapid

L

i!-

turtrialization to proceed, the publlie sector iz viewed as a sourece of

1

A

secial overhead capital, This neo-Hirschman appreach implies stats

inveatment in ithose segtors of the economy which have high externalities as

a precongition {or private zector development and alszo leads to growth in

trznepord and communications, higher and techniczl eduention and banking,
all sectors of heavy state Involverment in Latin Amepica.

4n eleventh f{actor deals with technologieal change., If, as has often
been alleged, private snirepreneurs in developing countpies are either

vnwilling or unable 0 zdopt innovations, publle enternrises becons the



sahicles Tor sparring growth.  There 13 some evidenos Tor Latln America
zlso he conditioned by obther intervening variables

in the objechive functlon, {(Sagasti, 1878: S4) and further research on the

“F

4 twelfth factor is poalitieal, the extensicn of the franchisze coften to

}bi erate voters and thelr resuitant increased participation in thz

systen, The net result in the legitimization of previeously unmst

nds for geocda and services, winich me chanve the overzll mix of
] ] . 2

To the extent that these are provided by public

growth may be explained.

taenth factor is the foreation of and increzse in activities of
LnteErezt grouns.  Such an zotiviiy provides an opportunity for new pragsure
groups to incorperate their damands for government provided goods and

services into the perceived social welfare function and erplaina some of

the siate role aa the resuli of the confiict betwesn early Latin Ameriocan

aEro-eiporiing and nswer lndustrizl groups. While sweh a fastor underliss
pelitical science views of eoalition bullding, it should be reexamined for

A fourteenith factor deals with changes iﬁ ideclogy or social
'ghiioagphy of political parties or of the ruling groups, These have
grofound oconsequences on not only the acceptable size of the public sectior,
bul #1307 the iypes of activities in which public enterprises may cperzie,
Hontoya“s division of the evolution of Peru’s public enterprises into tuo

vorics: siages is direcily related to the major shift in polliical

- +

3 Ty * 1 E R - -
Peeslogy of the miilitary government w

hich sipscied the stats L0 conirel ths

13

7
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eQonemy. ldeeclogical reasons azre important in explaining the deecline in

#iative {mportance of the public sector and the denationalizatien of
publie enterprises. CORFO s privatization of 2 large portion of 1is

norifolis under the Pinoehet govepnment Iz z clear case in point.

The previous factor is closely reiasied to a fifteenth one given

prosinence by Peacock and Wiseman (1951}, that temporary chenges in
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etivity give rise to more permanent changes. They

21

330 oub %o oxplain the disorete jJumps in public expenditure in the U K. a3

& prasult of incereasez in the tolerabls level of taxation, particulsrly
during times of war, Exogencus faciers gave rise to 2 much higher level

sunlic expenditure than had been prezent defore. Once the temporary

dizturbenees had subaided. spending dropped, but leveled off at 2 higher

»igtesy than it had bheen prior to the disturbance. Time-gseries data must

e gathered to exazmine 1f this factor may explain $he high levele of public

enterprise importance in the Chilean econony even aiter a gaoecade of

. iy
military rule.

A sixteenth factor is related te the observed tendency of government

burgaucracies to expand their activities. While this phencmenon is nore

noted within the central goverpment, 1t wmay

‘? M | 3 t -3 A5
lso be useful in explaining

e
iy

the creation of subsidiarieg of public enterprises in Mexico and Brasil,

A seventsenth factor bears on this last example, the increazing costs

¢f hierarchical activiiies. Coordinatien and control are areas often cited

a3 diseconomies of scale for private firms., To maintain g ceriain level of

effectivensss, specialized subsidiary public enterprises may be

crzated Lo aveid inereases in the costs of coordinating activities of an
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ona firm, Recently, in Peru a rice marketer, ECASA, was crealed by the

bozrd of directors of ENCI, the princlpal agricultural marketer,

e

An eighteenth factor deals with changes in class interests through

=1

time, This is copceplually different Jrom the thirteenth factor clted
above wnich concerns interest groups. If thers is a transfer of power to

mepbers of the working class, ihey will be in a stronger poszition to claim

0

goods and services from the government. Such factor underlies the fwo

o

main tendencies in historicsl szplanations of pudblic enterprisze growth

gatailed earlier.

The converse of this may he cited as a nineteenth factor, If the
government usfes force to permit ingereased ¢apital sccumulation by the
traditiconal ouners of the factorg of production, this implies z transfer of
income snd of power away Irom tﬁe working class, It may also lead to
inoreazed demand Tor pubiié anterprise~provided goods and services, as for
grampies, helier water zand sewsge in high-intome areas, or better

ynivergities for the children of the eliis, Not enly will the group

fse?
ih
H
£
i

ding more be gquite different from that mentiored as factor elghteen,

bul the mix of goods and services should be different as well,

The major problem in the structural approach is that is is difficuli
ltﬁ verify empirically gany of the féctors used to explain the origin and
grewth of publiec enterprises. Several of the more thoray lasues should be
considered; the first general problem is data avallability., For Latin b

fmerica, long time~sepies information going back to the turn of the century
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1d often of questionable valye, While the Iazt

gecade nas seen inlense research on and increassed publication of consistent
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data series for scwme of the structural factors, a major effort is still
needed, In addition, data on the dependent variable, the 3ige of the
public =nterprise sector are even more inadequate., They are, abt best,
incompiets and inconsiztent, Increaged government-scholarly cocperation iz
ageded Lo design and develop useful recordkeeping in part associated with

urrent needs., The ssries thus derived zhould e
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pushed Sagk in Lime so that some of the implicit hypotheses of this section

o

£ ascond consideration iz the nature of acenonic orgarnization in any

marticular country. If mumiclipal garbaze eollectlion may be considered z
peblic service whose demand will rise zg the result of several of the
faetors listed above, in some cages this will lead to the oreasblon and

axpanzicn of public enterprises, while in others, it will "nly be reflected

in 3 greater demané for goverwnment services, Some effori is in order at

Third, daia transformations to make numbers useful, onte they are

gbtained, pose & problem. If a glohal measure,,such a3z the ratio of

dependent variable, it must be adiusted for inflation. The deflators will
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unerator and denominator if inflation proceeds at the
sgme rate for both. Hewever, price indices for government-provided goods
and sarvices tend Lo prise faster than the GNP deflaztor becauze of lower
rodyedivity.(Beck, 1976 and Pluta, 1901) It is unclear whether in general
the delistor for publice enterprise~provided goods aznd services rises faster
or glower than that for GNP, UWhile the prices of zone basic aonsurer iiens

provided by public enterprises are often atrictly zontrollied to modwr v
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ghe overall inflation rate as well a3 to defuse a potentially exolosive
social situation, price behavior for noneesssentizl services may not Tollow

the same pattern.

& fourth problem dealing with verificaticn is the uwae of average or
medlan income. Reliable time-series siatistics are sadly lacking for Latin
Americas. Finally, a fifth factor dezls in the issues covered in the,

thirtsenth, eighteentnh and nineteenth iasues, the uize of relative power.

“Measurement of auch an ephemsral concepit, particularliy az related 4o

dizcrete powar groups
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While the siructurzl mebthod appears quits promising as s means of

Aplaining the wide diversity of public enterprisze experiences ir

fmerics, ard appears to be able te reconcile what, viewed from the

-t

historical perspective, wmay %e called the often contradiciory seoqu

znterprise formation, data 1limitations poze at pressnt the major 1lim

for testing the implicit hypotheses, Advances in Latin fmerican economlic

nistory and advances Iin our knowledge of public enterprize funmctiosns and

growth will have 3o take place mimultanecusliy.

-+

Taree ways of examining the question ®*Why ars thers public
enteprprises?? were examined, The taxonomie quasi-definition of public
enterprises as those entities farmed to meet one or more of a set of £
governzenl objectives was found wanting for its lsck of analytical rigor.
The historical gquasi~definition of public enterpri=zes as ihose entities of
particvlar types foermed for specific uses during distinet ssquential
historical stages was found wanting for often heing 3t variasnce with

ninsieenth and twentieth century Latin Amsrican economic nisicry. The



strustural gquasi~definition of publie ehterpriaas as thosz entities which
grew or contracted in response to one or more of a get of unéerlyihg
zegneonio, gclit;cai or zocial fazoiors was proposed as 2z logical extenszion
of, but as-yet-unteated successor tc, the pther two appreoathes to public

anterprise formation.
I, HAT DO PUBLIC ENTERPRISES DO?
The second gquestion to be =zsked in the exploration of the current role

of public enterprises is "What do publilc entersrises do? In order %o

anewer thils queastion, dats from various sources have heen analvzed. Tha

y
o
i
i}
e
v3
i
3
gr
52
*h
o
o
o
i
o
%]
T
s
id
i3
[
B
or
o
m
fas]
fen
#]
3
o=
E.!
"
o
5
[
134
‘ub
0
)
[k}
fri]
fug
o
o
]
L6}
[+N

in the archives

pariticularly the Fortune or Fortune-llke lisis prepared annunally by

different buginess publications. Two of these are broadly based, covering

& wide range of companies. They are the Fortune 1ist of the top 500

sompanies ocutslde of the United 3tates, and the Latin Americen Times list

i

of the top %00 companies in Latin America. In additlon, thres
country-apecific lists were included, those of Expansidn of the top 500

Tirms in Mexico, Vis3o of the top 200 in Brazll, and of Perd Econdmico of

the top 50 companies in Peru.

I7.7 Country~level frequenciles

The answer to the questlon "Whal do public enterprises de?® is guite

almple - "Everytnlng.” Public enterprises in Latin America have gone far



hevond their well-known importance in basic industry., publiec utilities,
other infraztructure, and the remnants of the colonial monopolies, At
Cpregent Lhey are inveived in 21l areas of ecenomic activity, whether zlone

or in conjunetion with private partners.

Tabla 3 presents frequency information by two-digit standard
industrial glassification for public entitiez located ip Peru, Brazil and
Mexico, That the counbry~- and two-digit totale are greater than published

- ufficial figures reflects an all-encompassing definltion of "public entity®

inatannes of government porifolic shareholding, ne matter how small, az
¥eil as non-profit Instlitubions, the latter including universitles, The
mzin noint to note iz that ne sector iz withoul public entereprisa

participation 1n at lsast ong of the countries. HNaturallr, zome zeciors
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in the porticlic than do sthers, These include
transportation and puhlic wtilities,. However, pukRlic enlerprises are In
21l branches of manufacturing, net only heavy industry; all tvpes of
mining: agriculiuvre, fereatry and fishing; construction; whez, ale and

-

retall trade; real estate, finznce, and other services.

The breakdown for each country 1s z function not only of the
‘particular strusiural factors zmentioned in the preceding seciicon, but alsc

f the factor resources zand comparative advantagse
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the Paruvian goversment has a2 greater relatlve stake inm the Fishin
inguatry than do those of either Brazil or Mexico. Institutionsl

erganizational faejors alse play & role, as witness the exiremely high

welght glven to the financial secter in Mexico because of the governmant =
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reliance on *fondos" and "fideicomiscs” to channel funds te other
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rublic secter entities, QOnees set up, these funds maintain at least a i=gel
axistence far beyond thair expected useful life, Given this brief
Latrodee ﬁion to the myriad sectors of action, we now examine more speeillc

gccnomic and fipancizl data for groups of companies,

I1.2 Country-Level Survey Data

The data to be examined in this and the following section are fron

readily gvailable and published business information sources. Whklle thers

government ownership {greater than 50 percent for congisiency arross
surveys) were asdded. A1l dota sets suf ffered from the limitation of winnlog
inforpation, more severe for the companles headguartered in several Latin
American countries than for others {(See footnote Table 5). The laok of
conpiete and ooncistent data reduced the siza of the universe under
observaticn by amcunta which Qiffered from iist to list., Final walues of ¥

23 well as the degeriptive statistics may be found in Tables 4 ¢o §,

Available data were broken down by type of ownership »f the company,

in the surveys ranged from a

halt

poar -

whether pubiic or private, The public firms

low of 12 percent of the companies included in thes Fortune iist to mors

than half of those in the Feruvian one. In general, public enterprizen
apgeared more often among the tep firms for Laiin dmericz thap they gid in

.y

tie worldwide list,

Hnile detalled repetition of the abaolute figures ard perceriils

distributionsz zummarized in the Tables, iz not warranted, nevertholess, =
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glanoing comparison of the percentile weights, is wseful. In some cases
this progess reinforces cur notions about the role of public enterprises;

in other cases 1t challenges them, larving the groundwork for the hypothesls

testing presented in the next sectlon. a e
Firat, and not surprisingly, the public enterprises are large. From o e

Table 4, for the entire survey as well as for the ssctoral bpreakdowns, the

by

proportion of sales aceruing to publis enterprises ia greater than the

[

proportion of sompenies that are public, In other terms, average sales of

-

public enterprizes ezceed thosze of the private ones, Fyrthermore, publis

”0
Ll

erterprizes in Latin Anerica tand to be relotively larger than they ars in
the worldwide datz. More public entergrizesz in both ahaolute and

proporiional terms are represented in Tabls % fhan in Table ¥, aven though

P

he set of companies withoul missin
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3 much smaller, In addition

toelr weight in the economy iz grester: for Latin Anerica az & wnole
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nd B5Y, for Brazil (Table £), zna for Peru {Table 8}, the average
public enterprise income i3 not only greater than thzt of private
anterprise, public enterprise income ascounts for more than ﬁaif of all
income acoruing Lo the largezt firms. Only in Mexico, whers prior to the
recent naticnalizations, publie enterprisss accounted for less than si%
percant of the companies, did thelr sales represent less than Tifty

peres 2h, Thus our intuitive knowledge that pubiic enterprises are large

ant inportant 1s resdily supported by the data.

We alse szpsot that publie enterprises ars more capital absorbing,
which can be Iudp eé by comparing the progo onal welght of asseis to thei
of the number of companies. For the worldwide data {Tabis &)

grpectations are not meh, as public anterprises sre alaost ideniicel 1o the
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average, evenr in mining and steel. In Latin Amepica, however, for all
oeuntriszs togeth rer ar separately (Tables 5 to 8), and for specific sectors

in each country, the share of assets acopuing to the pudlic anterprises is

greatar than their total welght im the survey, with only one exception

mining in Mexico, ¥anile this may lend some welght to the argument

presented earllier that public enterprises are located in zeclors whare the
inveatment requirements are So large 23 %o be beyond the scope of the
nestic entreprensurs, it may alse result from the 19702 natiosnalizations

of rescurce-hased loreign companies,

{a
o

'ﬁnathsr'y&?rofdexamin;ng the eazpital absorption notion is te look at

jar
(<
#
)
o
s}

shareholders ecuity. Wnile thiz information i only available in
the six surveys examined, what is available lends credence to the an

that the public enterprises are those that require large investmends. The

only axception is major mining of Tadle 4, where public enterprises haova
lower equity: than their private counterparts
o ;‘-. 5?"5 f .“ i ".v At L

& quite common expectation would e fhai almost sitl the profits
ranorted are attributablie to the pr 1vate companies, while the losses are
vizited on the public firms. Examination of the data, however, shows

resulte which are not 20 clear oub. From Table ¥, the share of nel income

aceruing to public enterprises is higher than their proportional weight for

~the entire survey, lor the petroleun companies and for the Lalin American

firms, For steel and for mining, the results are closer to those expacted.
Swverall, public enterprise losges are distorited by thoszs of twoe large

LomRan ie ; British Steel, and Argentinsg s YPF, which together lost over $5

billicn U.S. in 188%, more than one-inird of the total losse

4‘7)
&
g
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i

conpanies. Howsver, 0 general, losres are prorsied asoording to
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gxpectations,

?inally,'éhe pepular wisdom holds that public enterprises are bleoated
with-unproductiée labpr,.a'notable result of their socially-impased
cbjeotive qf providiﬁg employment and of rescuing the jlobs at private
émmpaniea whase doors weré about to close. Again, the expectations have to
te témperéd somewhat as a result of the deseri?tive ¢ata analyziz, As
shown in Table 4, én a worldwide basis, publiec enterprises’ employment is
only slightly higher than thelr weight in the wh&le survey, for the mining
firms, and for all Letin American ones., The stesl mills are approximately
mqual, while the peireleum companies show a fendency to Jjobs oreation,

Latin American public enterprises conform Lo popular s¥paetations, sxcept

in the case cof Mexican mines, which employ less than their proportional

weight {(Tables 5 %o &),

ZIX. ARE PUBLIC ENTERPRISES REALLY DIFFERENT?

The mere description of the various summary measures presented above
casts doubt on zome of the key assumptions which underly our Qperational
promises abgut the working of public enterprises, In particular, One of
these o be erxamined, that often acts as an underlying assumption.bo béth
the taxonomic and to the historical approach, is that there are marked
&ifferenceé in performance betﬁeen public and privétﬁ firms. This
assunption, which certainly is fundamental to our view of modern economnic
aystems, is the basis on which policies ranging all the way from
nationalization to privatization have teen justified, and providés an

endless source of irspiration for the cartoonists pen.

#

R
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¥et in the real worlﬂ,-the differences are less apparent. Companles

of poth types have achieved a certain technological size, they are managed

hierarchically, anﬁ they operate in similar product and factor markets.
% Just 23 large private pradéction units often have been z2ble Lo reach and
maintain their size'by méking the technological decision on the basia of a
regiricted choice set, so is ﬁhe public enterprize faced with the =ame
oritical choices., Just zs managers of large private firms have
iﬁﬁ@rpﬂ?aaed their own.self interest into the objeéti?es gought by their
aompanies, so 4o public enterorise manzgers, ofﬁen to the great
cansternation of government controlling agencies, Just as larse privaie
firms funetion in oligorolistic or oligepsonistic markets with reduced
efficiency pressures, 82 are large public enterprizes subject ¢o the same

zers of environment.

While there is no attempt made to deny the exiztence of real
differences hetween the firms, there are indications of sufficient
aimilarity to warrant testing a simple hypothesis for each of the surveys

and using different dependent variables:

Hynothesis:

For large companies, there is no difference
between public and private enterpriszes,

Tables 9 through 13 summarize the regression results for the same surveys
deseribed above., The results are presented for regressicns using data for

all companies with complete cases,
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ixr. Mephqd

Urdinary least squares regression was used to eatimate the following

regression:

Dependent Variable = & Private + ag?ub'}.ic + B (1} - T

where Public and Private are du;nmy variables representing company ey
ownership, snd E is the residual vector. The procedure makes use of the
commonality between multiple regresaion techniques and analysis of variance
which are both varianis of the Seneral Linear Model.{Ward and Jennings,
1973 2nd Horton, 1973} The % indicates Ehe additional percentage of the
variance explained-by ineluding informatibn about a firm's public or
private ownership. The F statistic is caloulated to test the hypothesis
that:

3, =3 | {2}
Indications of significance for the coefficients and the F statistic are
orovided,

IT1.2 Ratic of HNet Ipecomse Lg_EQpity
Compariscn of the ralte of return on equity for public and private
enterprises should provide us with solid information atiout their
profitability. The results presented in Tablé 9 for large cempanies
worldwide offer a rather startling and partly counter-intuitive result,
namely that the expeéted rate of return for both private and public o

senterprizes in 1981 was negative. learly, the affects of the recession -
sre manifest in those Tigures, and the lower of the two was that {or pubilc
enterprises, While this result is demonstrated for the survey as a whole,

the sectoral cosfficients conform more clégely to ordinary expectatlions
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that the ratic éf net income to equlty iz negative for public enterprizes
and pozitive for prigate ones. The conclusiosn that public enterprises
always provide a negative return to equity must be severeiy veakened 3z,
with the exception of the public coeffiecient for mining and for steel; none
of the coefficients for elther type of i ars aignifiganaly different
from zerc. Further, to test the hypcthesls as rigorously atated in
Efuation {2), F statistics were caleulated. OCnly in the steel sector did
ccefficients differ significantly {rom each other, In every other seetor
excepi nining and in the survey as a vhele, the hypothealz of no difference
in expected rates of return cannot be rejected, For mining, the hypothesis

of egual rfgrmance can only be rejected 2t the § percent level.
pe Y 3 P

To cast even more doubt eon cur folk wisdoam-ingpired orezcnceptions,
the regression resulis clearly demonstrate that the public-private
enterprias &1stinctién is not 2 useful one in explaining financial
performance, For the survey as a whole, only 0,16 percent of the variance
i3 explained by this distinetion., As expected, in the mectorsl anzlyais,
with a reduced number of degrees of {reedom, a higher pcrtieﬁ of the |

vapriznece is explained, but only in mining does it bareiy excsed 2% percent,

The only other data set for which rates of return on equity wers zble
to be computed is that for Brazil, and the results are almost the oppozite
of those in Table %. The Brazlilian resultz shown in Table 11 indicate that
for the survey 83 a whole the expecied rates of return for both types of
companies are positivé, with that of public enterprises less than that of
'privste companies,. Further, the ccefficients not only are significamtly
different from zere, they are signifiocantiyv different from sach other,

Also, the public~private dichotomy accrunis for 7.5 perecent of the
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variance, The resulits are not so clear cut at the asctoral level, however,
where for petroleum, mining and ateel, the coefficients are nol
significantly different from zerc and they are noi significantly different

{rom sach other. Thus, the bshavior of both publis and private firms in

Brazil sppeara o differ from firms gurveyed on a wcrliwide hasiz,

In these mixed results, however, one thing is glearly apparent., To
those c¢ritics who argue veﬁementsy, whether from a position on the right or
on the left of the political speotrum, that a-pﬁblic enterprise mast
invariably lose money simply because it is publie, a slozer lock at the
data lez recemmenéed. Hot enig are there wide differences in performance
snong firms of any one Lype, th&se differences are such that atiempts In

szplalin performance simply on the Dazis of public or privale share

ownership patterns ars without meaningf™Ml empiriesal content.

%II.3 Ratic of Net Income %o Sales

In the shsence of data on squity, or where it exists to complement ithe
garlier rate-of-returnp analysis, the ratio of net income %o éaleg should
2xhiblt differentisl patterns for publiic and private enterprisss.
Conventional saxpectations would haii that this ratio would be elither
negative for ths public enterprises, or if pcéizive considerably below that
'of private firma.' The resuifz are mixed, éhile the coefficisntz are
significent in both the worlduwide (Table 9} and Latin American iarge data
sets taken as a whole (Table 0}, in the former ;2 <o < 51 while in the
latter %2 > g} > 04.(5} Woridwide, a3 expected, the ratic of net income %o

23 is negative for public enterprises znd positive for orivate, while

et

383

'y

for Latin fmerica, not only is the ccefficient for the public Firms

%)

z L
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positive, it exceeds that of private firme. Drawlng a generzl conclusicen
ghout comparative behavior begomes sven more 4ifficult when the zsctorsl
and country-<lievel regression results are conaldered, For six of the

pegressions, the public enterprise estimated coefficient is negative, while

that of the private firms 1s positive; In five of the regressions, both are

positive and that for the public enterpriges is higher, ALl this must be

evaluated in the light of the caveat that in only two of the fifteen

regressions estimated with the ratio of net income to sales as a gdependent

variadle are the coefficients significantly differsnt from each other,
Agaln, public enterprises do notl conform to the image of invariable money

ioaers,

III.4 Patio of Net Income to Assets

As a comparative measure of rates of return, this mesasure, infericor to
the twe examined ahove, is the only one (o conforp io expectationz. In all
but two of the regreasicns, the estimated coefficient for public firms was
Igwer than that for private. In Tive of the eleven, in addition Lo Deing
iower, 1T was negative, while that for private {irms was positive. In all
but four casss, however, one gannotl reject the hypothesis that there i no
difference between tihese twe coefficlents, and further, in most cases, the
coefficients themselves are noi significantly different from zereo, Thus,
while conforming in'general to expegtations that public enterprises gdo
worse than private firms, these expectations are again left without a gelid
eBpirical backing. |

{5)Tc the extent that public enterprizes are not able to enjoy the
zeeounting benefitz of multiple seis of boowa, their relative profit
may be bDlazed wnwards when compared Lo private companies which, it
elieged, keep two, thres, or even four setz of ancoounts,
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11,5 fatio of Szlez to Level of Employment

The ratio of =males to the level of amployment is employed as a
denendent variabie zs an attémpt tc meazure differential 1lzhor
pfaductiviig. Az the valué of the average product of labor, we would
-@xgeﬁt the eatlmated ceeffieient for iabor in private enterprises on the
averags o be higher than that for labor in pﬁhlic enterprises, sinca {he
igiter are offen aszigned the social objective of job creailicn, He would
vrther expect that such diffarences would he eﬁen more atrongly marked
wien controlling for sacter of ecconomic activity, a8 in the Lotal survey
data diiferensces =meng firms within the public or pvivate sectors would

hailanoe oubt somewhst.

The results are stariling. Since all five data sets coptain the
reguired information, this is the {irst dependent varizble whose
'perfﬁrmance may be exasined in the twce multi-country surveys and in those
of Brazil, Mexico and Peru., In no to%al survey 4did the public-private

on expiain more than one~hall percent of the variance. Even more

P

gdistinet
surorising, for the survey of large companies worldwide, and all its
subzets except the largest petroleunm companies, for Latin American mining
and chemical sectaors, for Mexlco as g whole and for Mexican mining, the
regressions indicate that labor iz more productive in publie snterprises
than in private firms, For all the‘Braziliaﬁ and Peruvian data, Latin
America a2 a whole, Létin American petrcleurm companles and Latln American

.

atesl, iabor appears Lo be more productive in private companies.

The indication of a dichotomy in behavior patterns betwesn public

9]

gnterprises in Latin America, and those in the reat of ihe world merit
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zere, they are not significantly different from each other,
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further analyais., The relation mey not necessarily be a2 strong ons, as in
only one case were tpere sigrnificant differencea betwsen types of
companies, for of Latin American petroleum producers.{See Tzble i) For the

Brazil survey, Bragiliarn petroleun and steel, Mexieo sz 2 whole, and

font

Mexiecan minipng, while the coefficients are gignifisantly different {ron

1

I11.6 Ratie of Eguity to Employment

The ratie of equlity to smploveent may be exanined ag a measure of the

riy

public enterprizes are

b

203t of job ereation. It i3 expected that

ecncea,ra\eﬂ in heavy physical and indusirial infrasﬁruct&re, the cost to
the ghareholder (government)} of Zirect Job crsation iz nigher than in the
private firms.{8) These expectation are Yorne out in all cases except the
Peruyvisn o mpanies where tha government has deliberately and dangerously

underazpitalized its public eﬁuerp es; steel millz in Mexico and Brazil;

-~

and the world s 1

L)

rgest pairoleum companies, Oncee again, our conclusion
ha2 to be waakened signifiecantly, since in oniv thrae of the regressions
zre both copefficients significanily different from zero, Moreover, in only
twe of the thiriteen regressions are the coefficients significantly

ciffarent from each other.

I11.7 Ratio of Assets to Employment

The ratic of assets to employment may also be employed az a dependent

variable {o sxaming the costs of job ecreation. Therefore, the srpectations

T L AT T I o WY e W ok A RO e A o G e

e

azriazble in no way &&*Pﬂ“t% to measure the multipiier
nment lnvestmwent in basic industry by oreating iobs in those
ors which employ the ocutpub of a public enterprize 23 an inpuit %o

ans
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for the coefficient values conform closely to thoge of section III.6. The
empirical resulis match.quite closely, except for Mexican mining, All the
atin American results shown in Table 10, for which equity was not o
- measured, Tit in with expectaéioﬁs. Again, however, most of the resulis,
~ W

while striking in conforming to expected wisdom, are ngt significantly

different from each other, Only for the full worldwide survey data, the

aignificance 13 weakened, siace for the firat two of these, both
coeffioient values were not significantly different from zero., When
stratified by sector of action, ne significant Qifferences were found,

I3Y.8 Current Ratio

Information on the current ratio iz only available éhrcugh these
surveys for the Brazilian companies, One would expect that if the publiie
enterprizsea are st.rved for funds as a result of undercapitalization by
goverpnent authorities, aﬁd/or price contrels, then the ratio of current
asgets to current liabilities would bte higher for private thén for public
firma,l The regression results support this contention, though only for the
Brazilian steel companies is the difference significant, and that only szt
the five percent level. |

11,9 Debi/Equity Ratio . : ' | 4

- M

4 last measure examined, aiad only for the Brazilian case, is the
rzilo of debt tc equity. Since public enterprise debts ultimately carry
the guarantee of yhe nation, we wouid expect the debtfequity ratic to be
nigher for them than for the privaﬁe ?irm#, The data bear this out in all

cases, though only i. half of them are the coefficients significantly



A qtarcarg HOFking assumption of pol1cv analyat=, policy makers, and

the pubile in general, s that thﬂre are marked nﬂrfﬂrﬁ noe differances

ctwoen public and private enterprises. Thesge diffe?encea ware suppossd to

sircumstances under which public enterprises
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vere greated, in part hecaunse of the circumstag;es under which they wers
srpectad Lo operate, and in part because of thelr incressingly bureaurratic
ozaification over time, This paper indicates that i¥ s subatantial
revision of this assumpiion is not undertaken, then detziled further siudy
%o verify that it does, in fael, held trus is in order. In part, our
Yraditicnal taxoncomic and historical views of the motives for which publice
enterprises were coreated, and of the timirng
revigsion in the light of recent clossr iooks at.specifie country caszes in
Latin America. A siructural appreoach stressing the interrelationzhips
between 2 se2f of underlying eceonomic, political angd socisl variables to

»ublic enterprise formation, growth and dissolution is suggesied,

The empirical testing of the hypothesis that there is no difference

between public and private enterprises for eight differeat performance

oriteria led to two striking results, First, the ccefficient values

themselves generally are not significantly different from zereo indicating
that there is 3 substaniial variance in the performdnes criteria within the
categsories of public or private enterprises, and that on the averzpe

knowing & company s ownerghip will tell 1ittle about tha

I
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erfornance. Second, and more startiing, the coefficlsent valuss for

o
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private and publiic ownership are géﬁerally not signifieantly different from
each other indicating no méjpr performanoce differencea belween private.and
public snterprises, even when controlling for se¢tor of eccnomic activity, o
Thess regylts méan th&i ou& traditicnal_preconceptions, éften expressed in
Lhe pages of pfivaté business-orieﬁteﬁ pubiicationg in the phrases "siate ST
losers® or papasitic parastatals,™ may need to undergmlrevision. Indeed,

the generalized absence of any statistically significant differences

hatwean public and private enterprisés should prompt additional sericus

guantitative study. VYhile certainly not definiiivé in its conclusicns, the

aralysis reported in this paper indicates that further reappraisal iz

dalfiniteiv in order,

Une evident direction for future research ls to attempt to replicate
this study for other time periods, for other countries and with a broader
set of variables. This would have two maln benefits. First, it would
engble, among cothers, various hypotheses £ be fested emplrically

including:
1. whether 1981 was ap znomaly for public enterprises:

2. whether there has been an unnoticed trend among public enterprises

to greater economic/financial self-sufficiency;

3. vwhether the large public enterprises examined in this péﬁer behave

differently from their amalier counterpartis; w

. 4. whether public enterprises'are better insulated from the effecta

of world recesaiona than are private firms; and/or
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5. whether public enterprises receive spenial sreferential treatments

from governments,

CTertainly, many wore may be added to thiz iist of unansuered guastions,

Secend, further research may permit pinpointing measures of
significant differences betwesn private and public firms. Suech measures,
1¢ and when identified, could form the basis for designing a monitoring
syates for controlling agencies fo aszsess how a public enterprize meets itz

founlic® obiectivez. In addition, these measures could provide a concrate

fa
)
ot
9

£ benchmarks against which company manzgement could asssss

Third, the results of thiz paper alsgo imply the need for reconsidering
the implicit bases for designing s control system. To the extent that the
financial and management control mechanisms, often imposed 4o prevent
worsening bf a2 public enterprise’s income statement or balance sheet, and
often serving te produce exzactly the oppozmite results, may ppgve
superfivous, the need for a2 change in the nature of public enterprige-
goverrment relations should be recognlzed., This change should be in the
direction of making the goveramsnt s relation to the publie enterprises
more clearly resemble the government s relation to private companies since
the companies themselves rezemble each other. In general this implles
greater autonomy in aciion for government-owned firms, with greater

management accountability in final results than the current syziemz, which

7]

eften severely limit managerial autonomy and managerizl discretion in

1

eperational deeisgiong, while providing management rewards irrsspective of

parfornanes in meeting objectives,
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Finally, an additional concluaion, the fecgmméadation of which will
oniy be buttressed should the indication of little significant difference
hatwsen publlic and private enterprises be borne out in furthar‘researCh;
but whiah basiczlly comes from z conmideration of cptimal fosource
zlloeation between p&bliﬁ aﬁé private sectors, is that publie enterprises
should no longer expact t& benefit from special prefereﬁces or to suffer
the anseﬁsencas of punitive treatment from gc&ernments, wien compared Lo
governaent behavior to private firma, Taxes, personnel decisions,
‘availability of foreign sxehange for imports andwpromotion of exports, when
sonsiderad as global poliey iastruments, should be administered.by the
central gévernment in an impartizl masmner irrespective of the ownership

stztus of the company to which they may be applied,

=EN

Y
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2: MAJOR STRUCTYURAL FACTORS EXPLAINING PUBLIC ENTERPRISE GROWTH

Srowth .in per-capita income
Income redistribution

D¢ :reass in percelved tax burden

_Shifts in relative prices for public goods and services

Increaas in population

Change in population growth rates

Increase in level of industrial activity

Increased urbanization

Decrease in relative size of agriculture

Inorease in needs for scelial overhead capital
Technoliogical change

Extension of voting rights

Formation and increase in activities of interest groups
Changes in ideology andfar_social philosophy
Permanence of temporary changes in levels of actiwvity
Bureaucratic expansienism |

Increasing costs of hiegrarchical activities

Changes in'cléss intereéts

Government legitimizatlen of eaplital acoumulation

Y
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Table 3; DISTRISUYION OF PUBLIC ENTITIES BY TWO-DIGIT Bge
STANDARD TNDUSTRIAL CLASSIFICATION: PERU, BRAZIL, MEXICO, 18981
feru Brazil _Yexico
S I N ¥z A 4

11 Agriculture and Hunting 8 2.3 726 2.4 5 .5
12 Forestry and Logying - g 0 6 .B K} .3
13 Fishing ' . 36 10.5 3 .3 3 .3
21 Coal ¥ining 1 .3 4 .4 2 .2
22 Crude Patroleum and Hatural Gas Production 2 .6 a G D 0
23 tetal Ore Mining 8 2.3 5 5 11 1.2
29 Gther Mining 5 1.8 60 5.6 9 1.0
3t vanufacturs of Foud, Beverages and Tobacco 5 1.5 18 1.7 g1 10.1
32 Testile, Wearing Aprarel and Leather Industries 3 .9 3 .3 15 1.7
23 Mzoufacture of Wood and Wood Products, Including Furniture 5 1.5 0 0 14 1.6
33 Manufacture of Paper and Paper Products, Printing and Publishing 7 2.0 26 ¢.4 15 1.8
25 Manufacture of Chemicals and Chemical, Petroleum, Coal, Rubber, and Plastic 5 1.7 41 3.9° 35 3.9

Products . ’ ’
36 Manufacture of Hon-tletallic Minerad Products,except Products of Petroleum and Coal 7 2.0 0 0 4 .4
37 Basic ¥etal Industries 2 .0 26 2.4 13 1.4
38 Manufactuire of Fabricated Metal Products, Machinery and Equipment 30 8.7 8 8 49 5.4
33 Other Manufacturing Industries 5 1.5 2 .2 b 7
41 Electeicity, Gas and Steam 6 1.7 1 6.7 17 1.9
42 dater Works and Supply 0 0 43 4.0 4 0
50 Constructian 1 .3 10 .9 8 .9
51 Whotesale Trade 4 1.2 30 2.8 16 1.8
62 Retail Trade 1 .3 6 .6 0 o
§3 Restuarants and Motels 1 .3 1 21 il 1.2
71 Transpart and Storage i2 1.5 112 10.5 35 3.9
72 foscunication, Postal 38 11.0 52 5.8 5 B
51 Financiz) Institutions, Banks 27 7.8 137 12.9 104 11.5
a7 Insurance, 1 3 15 1.4 3 .3
a3 Real Estate and Busiaess Sarvices 5 i.5 28 ' 2.6 52 5.8
21 Pubtie Adnisistration and Defense 13 1.8 73 6.9 5 N
¢z y oand Similar Services 3 .9 29 2.7 1 .1
o el Pelated Cosmunity Services 1) 25,0 185 17.4 126G 13.3
3 ienal and Cultural Services : g 2.6 27 2.5 28 3.1
oMeesonal end Hoosehold Services ‘ 2 6 0 ] i .1
EAERER ‘ S L IO J213 0 24,3

TOTAL 344 160.0 1064 1G0.0 941 109,

O885 Archives



Humcer of Companies 58
Sales ﬁ} % bm) 291821 1482758

4
Assets (.S

Eqﬁity (Q.S.Sm}

»

__Total Survey

Public Private
417
12.2 37.8

16.4

83.8

313650 2317959
%) '. 11.7 28.3
a5245 353569
{2) 21.2 78.8
Net In»nﬁel(M.S.Sm) 8316 39631
(%) 7.3 82.7
5.%m) i1731 5103
! 69.7 30,3

Losses (U
(

Euploya

RCE:

TA6664T 14387047

(%) 14.5

Fortune, hugust 23, 1982
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T opos1tive
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Tabte 4:

DESCRIPTIVE

Patroleum Companies

STATISTICS FOR WQRLD MARUFACTURING COMPANIES, 1981

sithout the YPF disaster, the figures would ba: 34

_rublic Privata.
22 49
31.0 69.

177129 336056
34.5 85.

172859 281138
1.8 58,

64246 57034
48.9 51.
7578 9351
14,8 55,
3940 508
88.6 11.

572750 769723
42.7 57,

242
12.3

87.7 .

Mining Companies
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Latin American Companies

teel Companies
Pubiic Private
12 24
33.3 6.7
34224 110335
23.7 76.3
56078 125360
30.9 £9.1
14850 23718
318.5 81,5
165 2168
7.1 92.9
£753 1254
80,7 19.3
617834 17241348
33.2 56.8

Public

6
28.6

251954
0.8

24358
30.4

4453
9.7

374
12.4

283
37.6

268437
34.0

Private

15
71.4

" 49400
£9.2

55775

§9.6

18223

0.3

2651
87.8

470
52.4

716285
65,0

Public

17
0.0

72153
81.2

106020
23.8

51696
35.5

4673
72.7

38557
9.1

357844
60.8

Private

B
40.0

16746
18.3

20482
16.2

8725
14.5

1753
27.3

242t
5.9

256839
39,2
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Table & : DESCRIPTIVE STATISTICS FOR LARGE LATIN AMERICAM COMPANIES, 19811
U Yotal Supvey Petroteum Companies Steel Companies __Minipg Companies Chemical and Petrochemical Companies

Public Private _Publie Private Public Private Public Privata Publie Private

Number of Companies 71 143 7 5 6 3 5 2 5 ¥
(2) 33.2 56,8 58.3 41.7 66.7 33.3 71.4 28.6 22.7 77.13

Satas {U.5.%m) 80693 42311 54975 9087 2532 139 304 295 1862 ann
(%) 65.6 3.4 85.8 14.2 71.4 22,6 T %13 8.7 - 31.5 £8.5

Asset51(U.5.5m) 210708 27851 80739 1921 7624 359 5065 385 1339 3051
(%) 88.3 117 97.7 2.3 89.9 10.1 92.9 7.1 30.5 89.5

Profit {U.5.%n} 8317 2968 141 . 190 1 62 313 45, 187 256
(%} - 736 26.4 §5.6 4.3 1.9 98.1 87.5 12,5 42.3 57.7

Loss {U.5.$m) 400 263 g g 214 5 g 9 g ¥
- EI 59.8 40.2 o 97.6 . 2.4 0 ' 0 100.90

Enployees 789282 917063 240808 13499 68080 22813 58921 7128 9545 51465
(1) 45.3 53.7 94.7 5.3 4.9 25.1 83.2 10.8 15.6 84.4

SOURCE: Ldbin American Times, Decembar 1982,
1

Because of in roun?#*o data entries in the published figures, sample compesition is as follows: Brazil-165 of 224 companies;

i | |1 compantes; Venszuela-6 of 54 companies; Argentina-0 of 45 companies; Lhite-6 of 20 compantes; Colombia-Z5 ef 27 companies;
aniesy Ecuador-0 of 1 company; Uruguay-1 of 1 company; Bolivia-l of 1 company; Honduras-1 o? 1 company;

oint ventures-2 of 2 companies,

aooniy prevides assets of Bran{lian firms to Decerber 31, 1979,



Total Survey

B

Table 6 : DESCRIPTIVE STATISTICS FOR BRAZILIAN COMPANIES, 1981

Public

Busnber of Companies 75
(%) 42.4

Sates {€Cr %m) 4133692
(%) . 50.9

Equity {Ce %m) - 7342803
(%) 78.0

et Income {Cr 3m) 657338
{#) £3.6

Lass {Cr @) 82328
(1} 66.4

Drployess 6#3096.
(5 49,2

SGURCE:

¥isdo, August 31, 1982

Thie yeavr-end exchange dollar

Private Public
102 2
57.6 78.8

3993808 2061511

49.1 £4.0
2072324 752168
22,0 87.5
332897 103775
36.4 81.0
41707 0
33.6 0
£63683 54065
50.8 £3.0

_Petroleun Companies

Private

5
71.4

1161261
36.0

107284
12.5

24296
19.0

13459
20.0

rate for Brazilwvas o $127.8.

Steel Companies

Public

4
40.0

279167
£9.2

283073
67.5

150
1.6

16576
76,2

60380
£6.9

Private

&
50.0

124060

30.8

136243
32.5

9467
98.4

5187
23.8

29813
33,1

Page 48

__Mining Companies

Public

i

22.2°

112701
61.7

205660
62.8

251065
58.7

20894
63,

ot

70035
33.3

122867
37.4

17694
41.3

7381
100

11921
36.3



Huber of Companies
4

A7

Sates {Pesos $m)
b

{2)

Assets {Pesns im)
4

”

Equity (Pe?Qs $m)

el

tmployees
(%)

Table 7

Total Survey

Public Private
26 450

5.5 94,5
562600 91437

38.1 61,9
1177800 896910

55,7 43,3
593030 406230

59.3 40.7
312691 978644

26.2 75.8

SOURCE:  Expansidn August 19, 1981

pma s

7t DESCRIPTTVE STATISTICS FOR MEXICAN COMPANIES, 1980

Steal Cowpanies

_Public
2
16.7

69553
50.6

119590
50.5

55040
£0.7

£8702
49.9

The year-end exchange dotlar rate for Mexico was Pescs $23.3,

JPrivate
10
83.3

62016
49.4

117580
59,5

54479
49,3

63860
50.1

Page 49

Mining Companies

Private

4
57.1

18333
73.5

23359
63.2

76438
75.7

183143
74.2
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Iabie 2 : DESCRIPTIVE STATISTICS FQR PERUVIAN COMPANIES, 1931

Total Survey i
Pgblic - Private b
Humber of Companies .25 i
B

3 56.8 o 43.2

income {S/.m) 2222908 1030211
o 68.3 - 31.7

Sszets {8/.m) 6064791 2615285

(%} 72.7 27.3
Frofit (S/.m) 152466 153201
{%3 49,1 50,9
tons (870w 51688 2657
' fo} .
\EE g7.1 2.8
Tmpiovess 92224 28188
(%) 76.5 23.4

SOUREE: Peri Econdmico, September 1682

The year-end exchange dollar rate for Peru was 3!.5&6.2h



Independant
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Total Survey {N=475)

"Table 9 :

REGRESSIUN COFFFICIENTS ARD STANDARD ERRORS:

WORLD HANUFAUTURING COMPANIES, 1981

Petroleum Companies (N=71)

Page 51

Steel Companies [H=36)

ngzdhles : ; ]
pendent \\ 3 ?2 . 2 Ccﬂuu‘fated }1 %2 .o Caleulated .‘51 %2 2 Calculated
.Eé;l??‘fﬁi__wﬁ__,&_wph Pub?lc* Private* RS T my Public*  Private* R" Fy Public*  Private* R® Ft
Het income/Equity «, 259 -, D81 0016 188 -, 328 LA35 .0316 2,220 - . JBg** C-.074 L1543 2.445
{.358) {.143) {.423) {.283) {.154) {.169}
it Income/Sales N ERL AL LO23%%r _056] 28,19 %4 -.011 017 0165 1.160 ~.099** 007 L2629 9,198«
{,010} {.004) {.022) {.015) {.028) {.c20)
Het Tncome/Assets - [P LO25%%E 0620 31.250%%+ ~-.001 023 L0127 L8347 L Sl 008 .2565 9,520*’~
{.008) {.003) (.021) {.014) (.m3a) (.014)
Fouitv/Trployment 1.33 L2768 085 &, 063+ Jd2¢ . 369 054 . ob4 5,437 .bea  (ETT Z.467
(.493) {.184) (.334} {224 {2,314) {1.930}
fales/tmploymant 2. 717 1.200%% Q014 636 783 3,300 L0077 534 7,500 Jlos L1104 4,225
(1.264) {.471) {2.8865) {1.920} {2.974) {2.103)
Asseis/iinplosnent 4,130 1.026 L0081 3.8700% . 506 2.509 006D A54 158,381 J3G6 0 L1128 4 322
{1.433) f.538) {2.470) {1.655) {5.950) {4,235)
Madng Companies  (N=21) JLatin fAmerican Cowpantes (N=20) n
Nat Incomeffguitly -, 4BBA* .119 2042 6, AG0** -. 534 L135 L0705 .821 * Standard error of coefficient in ;“rmﬂt.ﬂf
{.198} {.128) {.486) {.571) ¥ S{gnitficant at the % percent tevel
Set Incosmp/Sates 024 060 L5 L3248 -.025 354 L0354 L7331 % Significant at the 1 percent level
{.056} {.035) (.053) {.672)
fot Inowa/hRssels L8 ds L0885 1.497 ~.025 NED L0684 1.127 + F test for the hypothesis: There 13
{.cer) {.017) {.G51) {.062) a0 difference between cnefficients.
4 : - Asterisks denote level at which
aityiUonloysaant 1,576 L 044 L1227 2.058 5.068 © U038 0361 674 I
{7 754) ( 507) (3.678) (4,749) hypothasis may he rejected.
Satesigmaioyrent §. (590 L1144 . 1449 3.218 3.081 081 0372 L6585
(1,849} {1.183) (2.278) (2.737;
’ hrest 7.2%2 .139 1318 2.879 8. 145 G338 036D 673
{3,553) LeATY {7.130} {8,73z)
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Table 10 @ REGRESSICN COEFFICIENTS AND STANDARD ERRORS: '
LARGE LATIN AMERICAN COMPANIES, 1881

'\KMM‘,JnSEDE“dent Total Survey (N=214) ) Fetroleum Companies Steel Companies {N=9}
Vardables % A = ?v :a‘ﬂ LU H L O— ; P A
ependant ““xN‘M 1 Z s Caleulated . 1 2 5 CaTeutated. 1 2 2 Calculates
¥arinhles e Publick Private* R I+ Public* . Private* R £t Rubdic® _ Private* R £
?rnfft fSales RN LOF Rk L0131 2,813 LQh L.g22 U538 L4858 -, 138 (69 JAG4E 3,180
(.08} {.913) {.018) {.021) {.086) (.094)
Profit/Assets DB L 11g%nx 0512 11,382%%x 043 LB 3454 §,238% ~.078 .06 L3018 2.550
{.014) {.0:0) ' {.025) {.029) . {.083) {.075)
Sales/Employment 125 %F L1313 L0040 LH46 DB e LROZ M 7202 25,735%4% -333 043 L0224 a7
(.079) {.n27) {.076) {.082) {.007) (.010) ,
Assets/Dmployiment L 3EQERR . J68 L0568 12.770%x% TN 204 L0730 . 298 SIS T LR 1.3 L3181 3,285
{.067) {.048) R £.086) {.078) (.016) (.022) :
e Mining Companies (N=27) Lherical and Petrochemical Companies i I
Profit/Sales D88 La2d L4841 227 L 105%# LR 3AE L0325 .70 * Standard errer of coefficient in parmnthess:
a5 ¥ f [
(.042) (-067) - (.086) {.025) ¥ Significant at the 5 paercent Tevel
Profit/Assets 063 . 36 L0373 , 185 L1h7 R Niiad .0h9z 1,258 Fi% Significant at the 1 percent leveid
R 7 1V
(.033) (.052) . (.055) {.031) + F test for the hypothasis: There i3
Dot e e o 3 4 . - - oy . rio difference batwaen coefficients.
fates /R ioment ;'5$§)*ﬁ ('gég) 0322 304 (’3%6) ('%fi} 0197 -218 Asterisks denate Tavel at which
Vs : 7 ek LA hypothesis may be relected,
wenghn fusieymend NeVi L 62 L0277 L3143 - 175 L1z (0285 L5848 ' :
(.018) (.528} {.073) {.039)
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Table 11 ¢ REGRESSION EOEFFICIENTS AND STANDARD ERRORS: Page 53
. BRAZIL'S LARGEST COMPANIES, 1981 :
Total Survey (N=177)- . n Petroleum Comoanles {¥=7)
Indepandent A Y
variables 4 1, ) 2
Sependent Pubrlic* Private* Re Calculated Pubtic™* Private” RZ  Caleylated
_Yariables _ PO e R o A
Het Income/Equity L7 G L0750 14,2100 204 ,278 0936 522
(.019) (.016) {.032) {.052) -
Wet Income/Sales . 562 .237 0065 1.073 Nk L022reR 4877 0
(.585) {.502) {.008) {.005)
Current Ratio 1,335 %4 1, 540%hw .0014 .251 1.285%0% 1,378 0339 175
{.306) (,263) {.16%) {.108)
Debb/Equity ™ 4,363+ 39, 599*%h .0626 11, 685w+ 55.100%%% 52,920 1196679
(2.168) {1.859) (2.235) (1.414)
Fquity/Erploynentd 55,7944 % 31,9880 0134 1.829 13, 461wk 9,371%%x 2334 1.522
{13.364) (11.3£0) (2.502) (1.772)
Sates/Employmentd 10, 116%0% 13, 748804 0055 .967 82,219%%  102,433*%* 0§18 321
{2.803) {2.404) {30.193) (19.095)
: Steel Companies (N=10) Mining  Companies {N=3)
Met Tncome/Equity Y TDET TUBES 7,517 T074 Y I A (X
{.107) (.0r8} {.156) {.083). % Standard error of
Net Income/Sales -, 118 -, 045 1128 195 238 L1532 0181 132 coafficients in
{.125) {.105) (.332) (.177} parentheses
Current Ratio L5074 1L191%x L4523 6. 607%* L0657 1,083 0181 g |7 Significaat ot the 3
{.206) {.168) {-.230) (.717) percent Jeve
% . RS T o S O Uy -
Pebt/Tauity T 75, 304 42, 517%4 6620 15. 663+ §2.200%*% 28,470 ,3975 4617 | 5’33;g}g:”§93§]*”e 1
(6.429) {5.282) {9.739) (5.208) percent reve
A Ap tha ¥ T
fquity/taploprents 4,18 8,002 L0317 804 37.7930% 12,298 3606 3,515 | T F st for the Bypothe
"y " ~ 1 tha) o i '
“’3_3) {1.879) (11.825) (6.321) ‘ ference Getwean coefficients,
Saioa/fmnlaymentd 4. hagesx 4, B7grs* JGHEY 055 3.775 5,705 L1782 1.578 Asterisks denote level
{.558) {.791} {1.377} {.738) at which hypothesis may
be rejected,
i+ Qebt x 100
Louity

# The yoar-end exchange dollar

rate for Brazilwas Cr 3127.8.

ey
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Table 12: REGRESSION COEFFICTENTS AND STAHDARD ERRORS;
REXTCO'S LARGEST COMPANIES, 1581

S_ifdependent _Total Survey (H=476) o Steed Companies {H=12) | _ #ining Companies (N=7) -
| YVariables -_%1 ,3.2 | ,5.1 32 31 ,32
Dﬁpgpqgnt Public* Privata* R2 Caloulated Public® Private* ﬂz Catculatad Public® © Private* RZ tateulated
Varisbles rs ra , 4
Equity/Enplovment # 1.076%+% BO1*** 0460  22,840%** .513 724 L3454 Jha1 7 ©L364 BaTEE 1409 L5320
(1173 {.023) {2.784) {1.232) . {.236) {.208)
Sates/Employment & [ 1.5dg%%% 0013 L6258 L84l 1.318%%> 0920 1.013 L GEQEAR JORTMER T 0018 Al
{.397) (.035) (.433) {(.193) {.108) {.001)
Assets/Employment # 2.605%+% 1.291%%* - 0176 3, aiy it 1.236%% 1. 419%%x (0128 <130 1.475 1.825** 0303 155
(.439]) {.195}) { 454} {.203) . {.569) (.§?9)

*  Standard error of ceefficient in parentheses.
=% Significanl at the 5 percent 1evé1
i Significant at the 1 percent level
 F tast for she hypethesis: There s nd difference Eetween coaficients, Asterisks denota Tevel at which nypothesis may be rejected.

£ Tha year-end exchange dollar rate for Mexice was Pesos $23.3.



Table 13:

Page 5%

REGRESSION COEFFICIENTS AND STANDARD ERRORS:
PERU'S LARGEST COMPANIES, 1981

Total Survey (N=44)
~

oy

1 %2 ,
Pubidc¥ Private* oo - Calculated
3
Profit/Gross Income .082 J148%% . 0403 1.782
{.051) {.059}
Frofit/Assets L2562 .232 L0002 014
{.162) {.185}
Gress Income/Employment# 58,384 79.577%% D053 L2286
. (20,231} 133,634}
ssets/Employment # 129,012 376.270 .0174 .786
{188.732) {216.490) .
Standard error of coefficient in paventheses
=+ Significant at the 5 percent level
TR G4 g“’flcaﬁt at the 1 perceni level
- F test for the hypothesis: There is ne difference between coefficients,
Azierisks denote level at which hypﬂtﬁesis may be rejectsd.

i
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