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MVP — specific quality of the model and further st@s to be taken

Objectives and structure of the work

The objectives are to present the essence of tlelnob mass voucher privatisation in Montenegro,
to evaluate its consequences on the economy aimal Bfecin general in Montenegro, as well as to
point out expected problems during post voucheiopér

The presentation is consisted of following parts:

arwnE

Global model of privatisation in Montenegro;

Specific qualities of Montenegrin model of MVP irolktenegro;
Expected benefits of MVP;

Possible problems of MVP;

Work messages.

! There are no discussions on activities on appliasfcMVP, which lasted more than two years. MVRhie one of
most complicated projects ever realised in Monteme@he implementation of this project needed hmlhtical and
technical preparations.

Hereinafter you will find several basic activities preparation process:

=

Consolidation of the data on companies on the lagefuate for MVP, in most of companies the book of
shares is also done.

The book on data on companies to participate in M¥B published, the data defined in 15 groups

The list of citizens for MVP finished, citizens minguire whether on the list or not.

Education program and its implementation.

Legal framework and regulative for implementatiéivy/P.

Legal framework to regulate privatisation fundsghces and monitoring of MVP.

ZOP — technical provider of the project, technigdiinancially and with personnel.

Central Depository Agency has been established.

Software for CDA installed.

. Law on securities adopted.

. Securities Commission have been formed, to motti@mork of privatisation funds.
. Dematerialisation concept adopted.

. All forms, orders and information delivered to oéns.

. All the conditions for foundation of management pamies established.

. Five seminars held and 40 persons were grantegrivegisation manager licence.
. Vouchers have been distributed to citizens.

. Six management companies have been founded to managrivatisation funds.

. Public campaign of funds has started.

. A Committee to monitor advertising campaign of ptigation funds was founded.
. The Coordinative entity for operative work duritng implementation of MVP.

. Entering of the data on all companies to CDA regis in process.

. Contract on purchase of software for capital makéfiontenegro signed.

. Foundation of new Montenegrin stock exchange itaitia
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1. Privatisation model in Monteneqro — key principles

Privatisation model in Montenegro is based oh tlkeeprinciples:

1. Sale to strategic partners
2. Development of entrepreneur initiative
3. Internationalisation of Montenegrin economy.

To enable implementation of these principles, rtasessary to:

1. Establish strong institutional framework for implemtation of privatisation, in
particular property rights;

2. Transparency of the process;

3. Restitution.

The implementation of this concept was executethdur

1. Political instability and war in the country and gurroundings;
2. Unsettled state relations between Serbia, Montenagd Federal Government.
3. Delay and tardiness of the transition in gener&filontenegro.

Privatisation is not an _objective by itself.lt is anassetto createconditions for more efficient
operating a business, new posts, and better mameerhcompanies. Nevertheless, privatisation
itself cannot solve all the problems. In additi@me often does not understand the essence of
privatisation is not that somebody brings the moteeyhe companies and solves by that all the
problems (debit, wages etc.). Privatisation for panies means more work and responsibilities for
everybody, starting from the managers ending up edtch employee. That means, on the level of a
company the privatisation is an asset to achiewepreducts and new markets.

Privatisation of companies has great implicationghe social system in general: place and role of
the Government, work of state administration, cguend media. Privatisation of companies
demands entirely new environment, new businesgaliiical surroundings.

The privatisation naturally breaks apart existitrgaure of interest and present groups of interest
and forms new ones! The difference is that thequmesof the groups of interest would be more
transparent and would have more efficient work ttienpresent ones.

My conclusion on two important postulates of prisation would be:

1. Privatisation means implementation of changessrasid uncertainty;

2. Privatisation breaches the old one and forms newmof interests’ structures in and
around companies.

3. Privatisation increases responsibilities on alelsvindividual up to the Parliament.
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2. Specific qualities of Montenegrin model of MVP

Position of MVP in the model of privatisation imngeal in Montenegro

It is obligatory to observe Montenegrin MVP modethin the complete model of privatisation in
Montenegro. That means that MVP is not a sepaisdaated model, not related to the other forms
of privatisation in Montenegro.

No. Category No Value of % Of total
companies| capital in DM capital
1. Already privatised 116 1,971,566,56p 22,56%
2. International tender
2a To be sold by international tender 15 1,281,484,486 14,66%
2b To be sold by international tender - 4 2,447,323,858 28,00%

Government of Montenegro and the
Council will establish the privatisation

strategy
3. For MVP program 225 2,296,469,149 26,28%
4, Batch sale
da For batch sale 21 179,976,984 2,06%
4b For batch sale | 7 87,460,471 1,00%
4c For batch sale — Government |of 6 99,044,126 1,33%
Montenegro and the Council will
establish privatisation strategy
5. For auction privatisation 45 90,141,011 1,03%
6. For privatisation through bankruptcy 34 286,016,791 3,27%
Total 8,739,483,447 100,00%

While discussing on MVP, it is necessary to considél privatisation modeh its entirety; its
connections and interlacin§ynergy effectof different privatisation models in Montenegrasiu
mitigate the defaults of each model and use makmedvantages of each model. Thus the
combinations of sale to strategic partners is gitedy but also to employees, citizens and small
entrepreneurs; combination of sales models, digscamd free allocations; combination of fast and
gradual privatisation; inclusion of buyers withindaout of companies; there is a strong accent on
strategic investors from abroad, but complete Ipogdulation is included as well; management of
the project is centralized, but there is possipild have an impact of local, individual initiatse
from the companies level, up to concrete or poaéntvestments.

It is important to note that complete process imdpémplemented on the base of essential legal
framework and the process of evolution creation @eklopment of institutions, such as Securities
Commission, CDA, capital market, privatisation fandrokerage houses, stock exchange.

The training process of young people in differeraa, which means that the privatisation model
allows transfer of knowledge from foreign expemsldcal young experts, follows privatisation
process in Montenegro.

Privatisation increasdbe level of the knowledgeof citizens, not only out of privatisation domain,
but out of the other spheres of transition as well.
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At the end, Montegrin privatisation model is ndieoing any final solutions, but the aim is to ceeat
enough space for different entrepreneur’s initegivcoming from employees, citizens, managers,
investors. The same is more demand oriented (futwreer, his interests and rights), than by supply
side (present owners, state and funds) and undeuntbrella. »Demand oriented« model of
privatisation creates lots of disputes in the puhbliea, as some individuals and experts find tiet t
interest of public (citizens) could be better pobéel through interests of sellers (state and quasi
state) than through buyers interest.

The difference is the public protectors throughtg@etion of state interest (e.g. high prices, hajdin
of big systems in governmental hands, no sellinfpteigners...) are raising to a power the past,
estimating value of our companies as very highors® has been just waiting to give the money to
the governmenand who that person will be nobody knows!!lt is not clear if it is just a revival
of memories of Fund for underdeveloped areas frenvuwgoslavia, or counting on steady foreign
help! That is the reason why the Government shdidhte severe conditions to potential buyers to
protect interest of citizens, and hemdeo wants to buy can buy?

Montenegrin model of privatisation starts initialfygom the interests of buyers, which means
investors and protection of their interest in ang@arentprocedure. The question is: What will
happen with a company the very first day after gheatisation? Will it work, produce incomes,
employ people, open new posts, have strategiceratin

In a very simple language, is the public interestranprotected if present owners insist on high
prices (domination of offer) with no guarantee wWiegtthe workers will wok after the privatisation,
or wouldn't it be better to sell a company for 1 DWth a business plan proving that the company
would work and exist successfully (domination ofrded)?

2 Comments on sale of the hotel “Maestral” are repnéative example of this approach, to enable rétiog of the
followers if so called “socialist transformatiohtbe socialism” (everything according the planmeoands and
orders)!

® Montenegro is entering the phase when it will hewveccept this approach (even to sell a companyiie DM),
instead of burring itself into a deep row of lomgnembrances of glorious past!
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Portfolio for MVP

A part of previously mentioned may be concludedaduyortfolio for MVP in Montenegro.
Table: Portfolio for MVP in Montenegro

No Category No Value of % Of total
companies| capital for capital for MVP
for MVP MVP
1. Companies to be privatised dominantly 177 279,784,491 12,21%
through MVP program
2. Companies to be privatised by Batch 31 435,457,723 18,79%
sale method
3. Companies to be privatised through 17 1,581,235,736 69,00%
international tender
Total capital for MVP 225 2,291,469,149 100,00%

One can see out of the above table that theravarentin groups of companies to be privatised:

a) Where MVP dominates in privatisation (177 companies
b) Companies patrticipating in MVP, but a strategictmpar is being expected (48
companies or 87% of capital for MVP)

Attempts to mitigate standard disadvantages of Reugrivatisation on Montenegrin
model of MVP

Upon implementation of this model in Easter Europemarily in Russia and Czechoslovakia,
several standard disadvantages have occurred (Ajthgositive sides of the process are not
strongly emphasised). Experiences of MVP out okottountries were precisely analysed during
long preparations for this model, so the attemphiiigate the same in Montenegro was overtaken.
Briefly on the subject in the continuation.

c) Dispersion of the ownership after MVP

Management problem after MVP is obvious, as theeawamp is being dispersed to thousands of
people (The same applies to some large companges @vca Cola” has app.80 Mil. Owners).

Consequently due to weak relation between ownershigh management (»Agency problem«)
problems in management of companies is high likelgccur. (I would not discuss if the dispersion

of the ownership were the only reason).

In the MVP model in Montenegro the problem couldbiasically located to 177 companies where
citizens and funds will own 40-45, workers app. 46Bares. (The rest is property of PIO and
Unemployment Fund).

These companies comprise 13% of the capital taikatsed through MVP.
Actually these are smaller companies. They empbpylb, 000.
During practical implementation of the model theeation should be pointed towards these 177

companies. Although by capital and personnel tloesepanies are not really important from the
level of global economy. But in political sense artohcerning the image of the companies,
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privatisation is very important. In the footnoteuywiill fid some numeric characteristics of the
group of the companiés.

*  Employment in the group of 177 companies

% O
No No No % Total |Value of the t ot al % Tot al

No | enpl oyees |conpani es|enpl oyees |enpl oyees capi tal capital |Capital for f or

WP WP
1 Up to 25 55 747 5. 069 59, 316, 432 7. 299 19, 622, 970 7.019
2 26 - 50 39 1, 325 8. 989 90, 356, 393 11. 109 35,121, 996 12. 559
3 51 - 100 30 2,271 15. 399 143, 963, 861 17. 689 54,129, 774 19. 359
4/ 101 - 200 36 4, 855 32. 899 272, 356, 610 33.45% 101, 256, 304 36. 199
5/ 201 - 300 10 2,481 16. 819 119, 175, 601 14. 649 40, 652, 508 14. 539
6 300 + 7 3,081 20. 879 128, 994, 417 15. 849 29, 000, 939 10. 379
Tot al 177 14, 760 100. 009 814, 163, 314 100. 00% 279, 784, 491| 100. 009

Onnership structure of 177 conpani es

Private
i nvesto
Enpl oyees rs Funds | Banks WP

30. 709 14. 149 19. 539 2. 009 33. 649

28. 939 16. 499 19. 379 0. 649 34.579
25. 449 13. 099 24. 589 1.739 35. 169
27. 669 8. 719 25. 339 1. 089 37. 219
27. 889 6. 479 29. 439 0. 909 35. 329
31. 609 20. 749 13. 719 0. 009 33. 969
28. 709 13. 279 21. 999 1. 069 34. 989

It should be emphasized that 177 companies ouerd, fanother 45 will be added, being through migjanivnership
package already privately owned.

Private investors
No No No conp. % Owner shi p
enpl oyees
1 Do 25 15 51, 83
2 26 - 50 12 53,59
3 51 - 100 7 56, 11
4 101 - 200 6 52, 27
5 201 - 300 2 32,35
6 300 + 3 48, 38
Tot al 45

Amongst these companies (privately owned througjoritya ownership package) are as follows:

Mljekara, Podgorica; Mot trans, Podgorica; Polipak, Bijelo Polje; Centdogan, Bar; Intours, Podgorica
Primorka, Bar; R&ca IGM, Tivat; Trebjesa, Nik& Trgovina AD, RoZaje; Farma Moravac, Bijelo Polfeamod,
Rozaje; TP Centar, Podgorica

Banks
No Nunber of No % Of
enpl oyees | conpani es |owner shi
p
1 Up to 25 7 16, 00
2 26 - 50 P 12,72
3 51 - 100 2 21,90
4 101 - 200 3 13, 00
5 201 - 300 1 9, 00
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In all other companies it has been foreseen taersder and batch sale to find a strategic investor,
so the problem would be solved, at least on thellef the discussions on privatisation models.
Also »opposition owners« being internal sharehaldeitizens and privatisation funds would be
able to create efficient balance to the strateginey. (I emphasise this as an answer to conceptual
remarks, not to practical implementation).

The risk of bankruptcy exists in these companiesthe citizens would be disappointed! Past
experiences out of privatisation proved that tlegbst noise is produced in the public by the small
and smaller companies (strikes, protests,..)

To be honest, risky companies exist also in badtd @and tender groups!

Very clearly this means: what will happen with Ic6Mmpanies when MVP is once implemented, as
neither strategic owner showed up, or new capitah@nagement?

Two possible answers to this question exist:

1. An answer-posing question: what is an alternatv&VP? What will happen with the
companies if they are not privatised urgently? Whigethod would be an alternative?
An auction? Or to wait for couple of years? Pogsitle government could try
restructuring before privatisatioh?

2. MVP has been implemented, real restructuring beginshe conditions are created to,
supported by the state and international commumigk and uncertainty start, but
something is don@.

b) The role of privatisation funds in the Montenagnodel
The thesis exists that privatisation funds are opfssive investors, having no history in
Montenegro, which disable citizens to decide wherenvest their vouchers (either to soma

privatisation fund or to some company directly).

We have 6 privatisation funds. The truth is thaytdo not have their history and tradition, which
makes the choice very hard to citizens: where veshvouchersit is difficult to wait for history to

6 300 + 0 0,00 |
Tot al 15

® If the MVP privatisation does not start, but issfponed, most of the companies will be destroyetiiawould be not
possible to keep the value of their capita. Thircsure of capital is 40% privatised by the wosket0% citizens and
20% is ownership of Pension Fund and UnemploymemidF The request is to sell the property by auctighich
would decrease their capital and jeopardise MVREhdse companies would be sold through an audtiey, would be
sold for very low price, causing large disappointinef the citizens. Everything will be sold for éeWouldnt i be
better to donate these companies to citizens thha.thesis is tat it is not possible to presene ¢hpital in the
companies in the nxt two years. The capital wowdlbvastated, and the state has no power to camrslich a broad
field.. »Uncontrolled« privatisaion becoms ineflt

® If the companies are to be privatised through MY, process of restructuring is inevitablWho will do the

restructuring It was foreseen that privatisation funds will cwopration with the oher owners, start restruogiof
the companies and production. ( Sklar will noteggwith this assumption, as in western countrisétirional owners,
like funds, are only passive ownres).
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happen, and to enter the privatisation then! Theeggnces out of other countries in the area were:
to prevent speculation schemes and so-called pgignas in Russia for instance, by strong

regulations and monitoring. Montenegrin regulatipegpared with help of USAID experts, based

on expert opinions, provides that level of risk.eTépecial importance is given to the phase of
licensing of funds, so that the reputation of tbenders becomes the most important information
for citizens. While mentioning all the speculationsCzechoslovakia, one should consider the fact
that the Securities Commission in Czechoslovakis @sablished only several years after MVP!

Montenegrin privatisation funds have so called streent units, which cannot be sold during the
first year, to avoid possible speculations!

Experiences of other countries show that privabsafunds may become active institutional

shareholder, differently than the western practigieere institutional investors are being passive
owners regarding management of companies. Necagsty active relation in management is clear
to all the funds in Montenegro, expressed alsbéir tousiness plans.

We assume that (as in Slovenia, Poland and Czextadsh for instance) privatisation funds will
concentrate ownership of large number of citizems| be »real« institutional external owner. This
assumption may be disputed, but experiences of stihee countries show that it works, with large
or small difficulties! Those who disagree shouldwaer the question: what is the alternative?

c) Participation of vouchers in complete privatisat of the companies

The remark is that privatisation funds profited @mtother countries by selling o property or
deliberate winding up of companies.

Voucher privatisation will not have a consequenm@satisation of the majority parcel (over 51%).
They will always need to make agreement with someasing owners, or the privatisation funds
would have to purchase shares of previous ownerthéncompany (workers, Pension fund,
Unemployment fund). This will make difficult selgrnof the assets of companies or forcing out the
real value!

d) Trade with vouchers
»Vouchers will be sold for nothing. In Russia thvesre sold for a bottle of beef.«
Trading of vouchers is no allowed. That decreasesipility of its selling for free, although it is
not possible to avoid some term and other salegoftant is that the Government imposed rules
protecting citizens. But even the best traffic sigm the road cannot prevent traffic accidents. But
existence of traffic accidents does not mean thatstwuld close the roads. Maybe some parts
should be repaired!

e) Value of vouchers

»Nobody knows the value of vouchers«!

" But, most of the founders of Montenegrin fundsehather privatisation funds in Slovenia, Bosnia Regublic
Srpska.

8 Although | find that none should restrict my freedto control my own property. If a voucher is “hproperty, |
should be able to do with it whatever | want, etesell it for a can of beer. | personally do notept this paternalist
attitude, where the state is cleverer than an iddal. Shouldn’'t we forbid people to sell their Ises, as there is a
danger that they would sell it for a beer?

8
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»These are worthless papers!«

In the Montenegrin model vouchers do not have vah@ you cannot purchase shares with them,
as in Federation of Bosnia. If vouchers have charatics of money (nominal value is equal to the
estimated value of shares) then different spearatmay occur, as in Federation of Bosnia. E.g.
purchase of Holiday-Inn-AWhat that means that vouchers amrthless |t is recognition that
Montenegrin companies have no value at allThat the entire job executed by directors, workers
is worthless! (It is strange a bit that lot of dit@s or members of management are emphasising that
voucher are worthless. Possible question arisinghe® manages and runs those companies?)

If the statement that vouchers is worthless issf@ample correct, a question is arising for what the
critigues for each sale that agreed price was twe. MWhy is hotel Maestral once worthless
(voucher), and then it was sold for a mere trifte Slovenians (9,5 Mil. DM + 14,5 Mil.
Investments). Both may be correct!

f) Capital market

»We do not have capital market, so MVP is impossbIThis is one of my favourite remarks to
»roving polymaths« and »wise coffee shop men«. tilité is that there is no capital market. And
how should it exist? One does not launch capitalketaby a resolution or an order. It is being
developed! And on that point the difference betwidmse who are fagocialist transformation of
socialismand us who have taken an attitude to beniarket transformation of socialism The
first ones find that you may establish capital neatky a decree that is matter of ongé®d will.

The second ones find that capital market is maitit@r process and evolutiongradual growth and
development! There is no capital market where therao private property, likewise that you
cannot swim in the sand. Actually, with MVP devetomt of capital market is also undertaken, but
not by pressure of somebody’s will, but untlee pressure of interests of increasing number _of
private shareholders and fund$ Why the new stock exchange was initiated? Duthéofact that
new privatisation institutions have found some nesé in it! The difference between the first and
second concept is that the first finds that the egoment should create institutions and be
responsible for them, and the second find thatethastitutions should be the result of private
interest, and the government should regulate them.

Genuineness of the formation of the institutionsnca be replaced with decrees and orders. After
all, artificial insemination is a solution for cam situations in the lifetime. Still, natural pess of
human’s propagation cannot be replaced with adifinsemination. The same applies to public
institutions and laws!

® Privatization of Holiday-Inn- was critisized inDnevnom avazu« of 22.06.2000., where it sayssbatebody was
allowed to w»steel the building with false money«ctually, the priatizaton was done completely legadnd
transparently. But, hotel Holidy inn was boughtratig«. Its estimated value was app. 20.000.000 DEB%. was pai
in cash, 65% in certificates. These certficatesevimught by the new owner for less than 10% ofalse, so that the
new owner have paid completelly legally, transpyeby the law, not more than 8.000.000 DEM.

These figures are only aproximative, as my aino isrhphasize that defining vouchers as a currenaywey dangerous
matter we have avoided. Nevertheless, once yowaanething, something else is waiting for you.tTia@ur form of
russian rullet. Invest and hope for the best!

9



MVP — specific quality of the model and furher stepbe taken

g) Some additional political reasons for MVP

1. Citizens in Montenegro were promised vouchers. §12hless they do not obtain them
they will be mad and angry at the authorities! Tlaeg Wright! To tell the truth they
would also be angry when they find out once thairttvouchers, meaning our
companies, are not very valuable. Will they be mamgry when they get nothing, and
they have been promised to, or when they get &t lsamething, even much below
expectations, that would be the job for politicaklgstsls evaluations and for public
opinion experts.

2. If the workers in factories have received shardsy the rest of Montenegrin citizens
shouldn’t. »Why the employee in a wood processawdry got shares, and policeman
who protected the same factory have not, as weh@&seacher who was educating the
mechanics in the factory itself«. This has politisackground and political influence as
well!

3. Why so much complaining on MVP when insider prisation (workers) is forgotten.
Why the workers have received their shares (inssthares) and citizens haven't theirs
(vouchers). What makes the difference? Is thattminuation of the socialists practise
that »working class is the source of success« lpdgd and citizen himself is always a
problem for the government (democracy)? Which meamse we still in between
ideology and democracy?

3. Expected benefits of MVP in Monteneqro

Economic aspect of the problem always containsalec: »alternative approach%That would
mean what are the options to solve existing proble@®ne may criticize one option only by
comparison of the same with some other one!

MVP_in_Montenegro by itself will not resolve any pioblem! MVP, like the privatisation in
general, is not an aspirin to swallow and headaslgone! Those high expectations only of one
action are the manner to discredit publicly the sattion (in this case MVP).

How do we understand our own problems? What ar&kelyeproblems? Maybe that's the key for
understanding of differences.

On the surface the problem is to receive salarywHould it happen that somebody becomes
unemployed! How to provide pensions? How to hegpgbor?

These are huge problems both on personal and plebiet! But, most of the people consider it
carefully. Especially politicians out of all therpas!

But this is justappearance of the problem!

Underneath, less visible problems araying nature of essencé' Problems of the appearance
cannot be solved without solving essential problerh©ur main problem is that the majority of

19 Remember the literature. A man convicted to exenuby firing squad, stated on the spot of executithains are
golden™ (compared to the bullet). Later on Van @oused the motive in his work.
A high temperature is always a sign of deceaset\Wgrthe cause?
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people do accept propaganda (not solutions) ofaHleec populists, which means »floating
polymaths«?

Our problems are slightly deeper. Firstly:

1. Problems of management of companie8lontenegrin economy is understood by lot of
people as that here is one company to be govemelddebGovernment of Montenegro.
Consequently the Government becomes responsib#lfttre problems in the company.
Here we come to an absurd situation those managerempanies with huge losses,
being subsidized by the Government, blame the Gowvent that their workers do not
receive ages. The question is a general, shouldst@ia or managers manage
companies?

2. Problem of knowledge in_companiesDomination of so-called negative knowledge
governs complete Montenegrin society, which meamstant critiques and accusations,
everything new has to be destroyed!

3. Problem of market and new productsCompanies in Montenegro are more or less
within the cave of the old technology, lost marketth no newly found one, with old
products. How to reach new market, new partneids naw products?

4. Corruption problem. Analysesindicate that the problem of corruptiongeneral social
problem is on the % position in Montenegrd® Corruption exists inside the companies,
on the level of companies and out of them. Coraupis especially strong on the level of
public companies.

5. Transparency problems.Especially transparency of political parties. Rodit parties
have absolute monopoly! There is no control overrtfunds and financing. Who are the
donors? What could be the balance to the dictardtpolitical parties in Montenegro?
Nothing!

6. Problem of understanding of the word freedom! People as individuals are not
accustomed to freedom as an individual value, ttsequences of freedom, which is
individual responsibility. Individuals are escapiofythe risk of decision-making. They
rather transfer it to the collective, to somebol$g eto the state!

7. Problem of institutional framework. The old institutions are formed in accordance
with the interests of certain groups (not only pcdil) and with the same way of
management of companies. How to achieve new itistital engagement?

8. Problem of protection of property rights. A system for complete protection of
property rights does not exist, as well as the tonprotect safety of investments and
equities, banks or bonds. Isn’t it confirmed by thems of certain politicians that there
is 200 Mil DM in Montenegro hidden in mattresse$®ow to expect that somebody
could invest in a company (and privatise it) whenal citizens keep their money in
pillows, as they do not have trust enough to initest

12 Everything that floats have no character!

13 Analyse of the transition Centre, Podgorica, 2000t

14 Problem of legalising the pillow money is not alpiem related to inquiries on the origin of thegeay (legal and
moral question), but to create the conditions ferinvestment. | do actually support creating & tonditions where
the citizens would voluntarily and according o th@in interest “take money out of the pillows” ainglest it in shares,
bonds and banks in Montenegro.

So, instead of the term “to legalise” the termv&stment” should be used! Big difference!

Safety and security of investments in Montenegaonemy is an economic problem. Rather than accystogle who
have the money equalising them with criminals, tmiins and other wise journalist should think whes the
institutional framework created to invest the mareypersuade people to take the money out of wedsaand inves it!
Once the money is invested (shares, property)ribtsout of economy! It becomes than from econospeat “public
property”!!!
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9. Problem of unemployment. Regardless the »general« care on employees hpell
»Subjects« of the society (Government, union, palitparties, populists, corrupted
strike boards,...) their situation is harder andiéa Is it possible to establish a situation
that nobody cares about employees, but the carepiaced with adoption of rules
(rights and obligations of employees) and thenrtiget the rules instead of protection
of people?

10.Problem of understanding of employment and posts lé »I have a good job; | am
not working at all« was the proverb used by the mdime. How to change the
mentality? How to reach the proverb: »l work a tbgnks to mighty God, and as far as |
see there will be enough work in this company mftiture couple of years«.

11.Problem of understanding of business operation by ew _entrepreneur class.The
base of a business is still cooperation with thevgBament (not with market / the
consumer) and the workers are treated as low dlass, basic rights being neglected.
(Of course there are 40% of privately owned comgmrwhich d not refer to the
previous statement). How to understand that eaghloy®e is a resource for the owner
and managers? But not political resource (a vober) economic (producer) and that the
higher wages of employees the higher the profithef owner! How to reach the
philosophy the better situation the workers halve ltetter for the owners.

12.Problem of institutional constructivism. Building up of a new system is based more
on assumptions of experts and political establistimian clear interest of the ones
whose interests should be built in an institutiofr@dmework E.g. if new law on
companies is being adopted whose interests shawig leen protected in it? Interests of
entrepreneurs and managers, employees or the goest?

13.Problem of trusting the Government and »post in_thegovernment. Most of the
people believe that the state and people employestate entities create a source of
personal and family happiness and power. The safegpvernmental posts is preferred
to uncertainty of the post where you have to eaur galary on the market! What would
happen if all Montenegrin employees would work foe Government and for quasi-
governmental institutions? Who would produce? Wloubh offer services? How could
the government provide the money to pay the arngngbloyees?

Hereinabove mentioned questions were aimed to maihtmy way of thinking on the essential
problems of the transition in Montenegro. Certaimiymber of questions could be enlarged.

But, all the questions may become one question:

Which interest groups want and have an interest tointroduce the capitalism to
Montenegro? It is certainly the first, of course baed question! The fact that the
guestion is packed as market economy or democracg less important! There is no
transition, which will result in reviving the old system out of the memory! Transition
refers to the future not to the past!

Adequately MVP is an attempt to direthe frozen institutional, mental, political and
economical situation to changeTo transform the balance of weakness, being thgetmark of
Montenegro nowadays, inftmbalance ofthe power! To enable citizens and their interestgain
the power in economy sphere! To disable politicahipulations of the economy!

That is the chance for citizens to implement thebrain and expert opinion” proved in politics to
the economy!

12



MVP — specific quality of the model and furher stepbe taken

MVP is a chance that citizen as a consumer may prett himself from himself being in the

same time citizen-voter! Nowadays citizens jeopardé themselves by voting, as well as its

economic interest, which means citizens-consumets!

What could MVP initiate (not solved)?

1.

Process of creation of the competence for politicaphere. That means that
strengthening of the »block« of economic intereSteould for instance economy interest
allow superiority of the politics over longer petiof time, which would lead to
deterioration of the private capital?

. Creating of holes in the frozen state of relationsamongst the government, union,

existing management, employees. That means to bileakfrozen stage amongst
different group interests (»disturbance of the a¢aof incompetence«) will be broken
by MVP!

Introduction _of _young people to Montenegrin _economy For example each
privatisation fund (driven by private interest) hed employ analysts, young experts
(knowledge o English, computer skilled, experiendedposition them as managers and
members of managing boards in companies wherengataiwnership, and the same has
to be done in accordance with the knowledge (tloditps objective) not with political
references (obedience as objective)

Introduction of the foreign partners into Montenegrin economy.Present founders of
the management company for managing of privatisdtiods show that several foreign
banks, investment funds and insurance companieseehthrough MVP in the transition
process in Montenegro. Such a participation ofifgreeompanies was not possible by
batch sale and tender model. Their introductioMontenegrin companies is a sort of
transfer of technology and organisation.

Montenegrin companies and regional market(Ex SFRJ and Balkan). The fact that
some privatisation funds have their net and mairkeébe part of ex SFRJ planning to
expand within the region includes Montenegrin conigsin the process.

MVP_opens the integration process of Montenegrin_ @momy. Unless Montenegrin
economy is open, meaning earning its profits onriagkets outside of Montenegro,
there will be no development in Montenegro. Thaansethat MVP should contribute to
the opinion that most of large and foreign invest@nvesting in Montenegrin economy)
do not count on the profit out of Montenegrin mareo small), but relay on the profit
out of Montenegro. MVP s the only guarantee thatntdoegrin Government has
decided seriously to be on the side of privatisatio

Pressure to create new_institutions and new systertt should be expected that the
ownership of 450,000 citizens to sell their shameseived from their companies or
funds, might influence foundation of new institutsoof the capital market. Should the
civilian-owners interest unit, lot of institutionthe state, courts etc. would have to be
transform accordingly.

Consequently, while discussing on MVP, followingttees should be clearly understood:

1.

2.

The character and essence of the problems to bedsid much deeper and complicated
than it looks on the surface.
That MVP is only a manner or a way to start solpngblems.

MVP is not an aspirin to solve a single headache! @oblem is much deepé&t!

15 Each citizen is a voter on the political markée¢gons), and consumer and entrepreneur on thkenaf capital,
goods and services.
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The expectations of MVEould be fulfilled only if we do understand the prdlem to be solved
which means that the problem is much deeper amgdahan the power of MVPThat is the
reason why the expectations of MVP should be replad by the activities in different areas to
enable MVP success.

4. Potential problems of MVP

During the implementation of MVP itself (distribati and investing of vouchers) no special
problems are being expected. The preparation ex@cg well as technical possibilities of ZOP,
together with management of the process, shoulcagtee successful finalisation of the process in
technical manner.

Te problem is essential in its nature: Could inticitbn of citizens as owners (directly or indirgctl
through the funds) improve the economy?

a) Very skilled political propaganda against MVP, and against many company managers,
might create the feeling with citizens that maybeyt should also join to some “modern
critiques”. To create inconvenient environment tbiéizens may and want to “enter” the
companies. That has been done in a very perfidioethod! We can only think that the
process of discouraging the citizens to investoimganies will be even tougher. Everything
will be done with excuses of criticism of the ptigation method, its implementation,
internal party critiques etc.

b) The idea of MVP is not to educate citizens-ownaysbecome experts for corporate
management, but tenlarge the control function of the citizensto prevent possibility of
manipulations and to increase transparency. Wd bhak more motivated workers and
citizens rather than relation state — potentialdou¢ onsequently the problem is whether the
citizens will adopt active role as owners or not!

c) Problem can be aroused by thestable political situation, especially the fact that the
answer on the state status of Montenegro is beistppned (regardless the result)! Political
instability could eat MVP!

d) In the companies (and in the state) thereoplete information chaos. MVP will force
companies to clean their balance sheets, with sassed liabilities. “Suddenly” (for the
public sector, but not for experts) the true dataassets and liabilities will show up, as well
as the atmosphere that MVP is “guilty” one, so MWilt be accused for all the troubles! It
can be compared to a situation when one switchebeltights in a messy flat, being than
accused to be the one who have crated it (likeviehnot existed before)! The ones with
“long memory mentality” will claim: haven’t | saithat we should have cleaned everything
before entering MVP! It sounds to as if a surgeoould tell to a patient who has a
gallstone: “take out that stone and come back toomoto sew the wound™!

e) Privatisation funds, driven by private interestsd anotive to increase the value of its
portfolio, will have to make painful cut gkstructuring of companies There is a real
danger that the state, union, chamber, beingistilhe old non-profitable way of thinking,
will start to blame privatisation funds for the ditrons existing before their foundation.!
Inadequate support to funds could be a reasoreddidaster of MVP!

18 We should give up the logic similar to the logic tam of surgeons during an operation. We, who sadvi
(government, experts, consultants, unions, chambesagsagement, private entrepreneurs) are healttiynenoperate
sick people (companies, unemployed...). At leastghadw | find some speeches of officials. It sedhst it is not
understood that we are all, more or less, on aratipe table. We are the patients ourselves!

14



MVP — specific quality of the model and furher stepbe taken

f)

9)

h)

)

K)

Inadequate understanding of internal shareholdsmkérs) as nowadays, as it happens
now, its role and obligation to manage companieg oraate a conflict amongst internal
shareholders (workers) and citizens (directly ootigh the funds). A degree of its coalition
(workers and citizens) in smaller companies ismsaseor the success of MVP!
Protection_of ownership rights — whether the courts are able to protect the enigz—
owners or they would just persuade them that theylsl have been protected as citizens -
voters?

Attitude of the state, Government and banking sectotowards privatisation funds. Will

a reasonable credit line be offered to a privabsafund to enable them to restructure
companies? Will the state develop the mechanismsdoial welfare of the employees in the
restructuring process?

Development in_other areas of the transition Will a new institutional framework be
established, together with new system, open ecofomy

Growth of the efficacy of the state administration and modernisation of the
governmental functions To keep paternal role and traditional way of kvaf the
government would be detrimental for MY/P

All other problems dispersion of the ownership, no money, employmentrpblems,...)
related to MVP.

The speed of tender privatisation and introductioin strategic partners, depending
essentially on interest for investments to Monteoeg

Generally,the_main_problem is if it is_understood that MVP_crates conditions for new
proves and whether all the participants in the refom process would give their support or

not!

" A young minister in the present Government haie riee that he will introduce Internet to the Mimjststating it as
an epoch-making one. | do understand my youngaglle, but | do not understand how comes that ih aunodern
building as “Vektra” is they have not had any caneps up to now. Or there was enough money, bubtapbas asked
for Internet?
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5. Messages of the presentation

This presentation was aimed to consider MVP brqagdithin the system not as a technical
matter. MVP will not solve any problem in MontenegBut, MVP within the complex of the other
reforms creates conditions to solve the problenmgduhe time!

MVP problem was initiated early enough, as certainditions (firstly political) do not allow it to
give the best possible results. This is oppositiéoopinion that it is too late for MVP! But there
are opinions that even under these conditions dusidn makers will be forced to increase the
influence of MVP in the future.

MVP will exert pressure upon all participants ie tinansition (especially politicians and opposition
parties) to prove its reform orientation! After theplementation of MVP not only citizens-voters
will be in front of them, but citizens-consumersves!! Citizens wanting higher salaries and hope
to find a job, not just promises, “Glorious paslwdntinue in the future, if we cut of the present”

Have all the citizens been prepared to prefer tbein interest to the political ideology? Will
citizens place economy over politics?

MVP gives us a chance in that sense!

Maybe therein lays the strength of this model omight be that we have made a conceptual
mistake. Time will show!

Transition needs a critical number of individuallovwant to create their own destiny. Does
Montenegro have it? MVP might increase the numbénese people and therein lays its strength!
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