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overnments blamed for not

restructuring failed state ventures

By Subash Wickrama-
singhe

he previous UNF
I government as
well as the pres-
ent UPFA government
is embroiled in restruc-
turing processes and
face innumerable prob-
lems in implementing
themwhich are said to
be for the betterment of
the country.

Durin% the previous
regime the then opposi-
tion which is in power
now, opposed the re-
structuring of state
ventures calling it a
privatizing process.

However, the same
opposition now in gov-
ernment is determined
to carry forward the
very same restructur-
ing process which they
identified previously
as privatization.

However, this time
the restructuring proc-
ess is being opposed by
the junior partner of
the government claim-
ing 1t amounts to priva-
tization of state ven-
tures. The irony of the
whole process is that
when both the opposi-
tion and the govern-
ment have taken up the
restructuring process
then and now, a part-
ner in government op-
poses it while still be-
Ing in the government.

It seems nobody had
analyzed the problem
but simply opposed and
supported restructur-
ing for their political
gains.

It is an open secret
that any government in
power has to depend on
foreign aid for the de-
velopment work of the
country.

Whatever they
preach while they were
In the opposition, once
in power they will have
to dance to the tune of
the foreign lenders if
they were to seek for-
eign aid. Hence, re-
structuring or privatiz-
ing has become an ef-
fective politically ad-
vantageous hot topic
for any opposition.
While it is nothing but
a life line for survival
for a party in power, it
turns out to be a life
line for power for the
opposition.

All these infighting
and trade union
threats are a direct re-
sult of foreign aid
which has become the
life blood for Sri Lan-
ka.

It is pointless argu-
ing whether Sri Lanka
needs foreign aid or
not. However it is
worth discussing
whether foreign aid
should be the criteria

for restructuring. Do
these state ventures
really need restructur-
ing? If so why have
they not been restruc-
tured earlier? Why do
the unions oppose re-
structurin%?

Under the existing
political culture it is
an acceptable fact that
any governing party
makes it a practice to
utilize state ventures
as employment agen-
cies.

It is really tragic
that most of the state
ventures have become
white elephants as are-
sult of having too
many employees.

First thing these em-
ployees do once they
get appointed is to be-
come a member of the
union of his choice.
They consider union

membership as the
"carte blanche" for
them to "do as they
please".

A vociferous mem-
bership is always more
powerful than a gov-
ernment in power. Ac-
tually the malaise thus
created and nurtured
by the so-called people
friendly  politicians,
has now become a can-
cer and the very same
people-friendly politi-
cians are being made
powerless by the people
they brought there.

Not only have the
politicians become
powerless in the face of
unions but become the
laughing stock in the
face of the general pub-
lic. This is just one side
of the whole unionized
politics or the politi-

cized unions. )
‘Whether the deci-
sions are right or

wrong unions should
not be allowed to med-
dle with policy deci-
sions. On the other
hand governments also
must not introduce
bills to placate the in-
ternational lenders be-
hind the back of the
people they elected to
serve.

Is there any truth in
what the unions say?
Yes, there is some truth
in what they say. But
there is a hidden and
unseen side to this
truth. The unions nev-
er open up the hidden
side of their grievan-
ces. Before coming to
the hidden side, the
side the unions show
off is the privatization
of state ventures to get
foreign aid.

They say national as-
sets should not be sold
to multi-nationals or to
friends and relatives of
the politicians. True.
National assets should
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not be sold out. But are
these so-called national
assets any longer as-
sets ? No. They are no
longer assets.

They have become
national liabilities.
Who have made these
national assets liabili-
ties? The politicization
of assets has made
them liabilities. If an
organization is bur-
dened with an unbeara-
ble weight of redun-
dant cadre such organ-
izations will crumble.

When burdened with
excess cadre the first
casualty is the produc-
tivity. Once the produc-
tivity is low, such an
organization gradually
becomes a white ele-

hant. In order to

ring them back to pro-
ductivity the organiza-
tion must shed excess
weight. In other words
the non productive
work force should be
axed.

Can a government do
that? To do that in a
more decent way the
Voluntary Retirement
Schemes (VRS) are be-
ing implemented. To in-
troduce a VRS, a mas-
sive sum has to be uti-
lized to pay for the em-
ployees leaving.

How can an ailing or-
ganization dole out big
sums of money to im-
plement a VRS? On the
other hand even if the
VRS is implemented a
further sum of billions
is required to bail out
the ailing organization.

In other words fur-
ther billions are re-

uired to settle the

ebts. So it is now clear
that it would be a Her-
culean task to bail out
an organization that
has become a white ele-
phant.

It is at this stage only
the international lend-
ers come into the scene
with billions of dollars.

Point of View

They diagnose and is-
sue a prescription of
bitter medicines.

It is this medicine
that is not palatable to
the unions. According
to lenders the way out
is to rid the excess work
force under a VRS and
bring the organization
under a private sector
management as a state
owned company or 49%
of assets be sold to the
private with 100% pri-
vate sector manage-
ment in order to
streamline the manage-
ment and earn profits.

This is where the un-
ions get activated. They
get activated to prevent
the organization being
managed by the private
sector. Even if the as-
sets are not sold the un-
ions would not agree to
private sector manage-
ment.

That is the hidden
reason for agitation.
Under a private sector
management the un-
ions would not be able
to play the games they
play under a state sec-
tor management.

Now let's see whether
the state sector organi-
zations should wait till
the lenders propose res-
cue methods or restruc-
turing.

The international
lenders always come
with billions of dollars
hanging at the end of
the carrot. But it is not
easy to reach the car-
rot. Hence foreign loans
should be sought for in-
frastructure develop-
ment and other devel-
opment work only but
not for restructuring
for privatization purlplo-
ses. It is obvious that
the state sector experts
are capable of handling
the local organizations
profitably. But the re-

current problem is the
political interference.

Even the local pri-
vate sector is admira-
bly managed by the lo-
cal experts. They pros-
per in the absence of
the *political interfer-
ence. In the absence of
political interference
the company could be
run with only the re-
quired number of em-
ployees.

Hence, it is clear that
if an organization un-
der state control is over
staffed, it is the duty of
the government to shed
excess weight before
the redundant work
force eats in to the very
fabric of the organiza-
tion.

If allowed to fester
the State is compelled
to seek aid from the in-
ternational lenders to
revamp the state organ-
izations.

If donor funds or
loans or any type of aid
with massive interests,
is utilized to revamp
and repay the sins of
the politicization of
state ventures this
country would wallow
in the mud for another
S years.

It amounts to robbing
Peter to pay Paul. It is
not a solution to the
problem. Aid or donor
assistance should be
utilized for constructive
purposes only.

If, under restructur-
ing, state ventures are
to be handed over to
friends and relatives af-
ter wiping out the debt

component that would
be nothing but selling
national assets.

If international lend-
er funds utilized to wipe
off the debt component
or for VRS and the State
absorbs the debt compo-
nent, the ailing organi-
zation once again be-
comes vibrant.

At that stage there
does not arise a require-
ment to create separate
organizations. The
problem here is the debt
component and the ex-
cess staff.

If the lender funds
could be utilized to
wipe off the debt at
least to a certain extent
and cover VRS partly,
the State should be able
to run the once-ailing
organization profitably.

If an organization is
to be divided in to sepa-
rate bodies after freeing
it of its debt burden,
that amounts to privati-
zation. The problem
had not been the struc-
ture of the organization
but the overwhelming
debt burden (due to
technical reasons) and
the excess/redundant
staff that had been the
root cause of the probl
lem. The CEB is a good
case study.

Restructuring the
CEB should be based on
the root cause of its
problems. The CEB
problem had been the
redundant staff and the
billions of rupees spent
on thermal power gen-
eration during the
drought season.

As a result the cost of
power generation had
exceeded the price at
which a unit was sold.
As for CEB the problem
lies with finding alter-
native power genera-
tion systems such as
coal power and the ex-
cess work force.

Dividing the existing
organization after rid-
ding itself of its debt
burden would amount
to asell out.

Creating  separate
companies and freeing
the debt burden would
not solve the CEB pow-
er generation problem.
Hence as far as CEB is
concerned restructur-
ing should mean apply-
ing remedial measures
to the place where it
needs.



