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(1) Overview

Since the end of Communist regimes in Eastern Europe and Central Asia at the beginning of the 1990s, free-market oriented governments in 15 countries have launched the privatization of formerly state-owned power plants or distribution utilities. This analysis compares the receipts from privatizations in a unique dataset of around 80 individual privatizations in the region and attempts to explain the variance between the revenues by firm-specific, country-specific, investor-related and auction-related parameters.     

(2) Methods

The methodology applied in this paper closely follows the approach chosen in Weinmann and Bunn (2006). Two composite indicators are separately used for generation and distribution assets: In the case of generation, revenues are standardized by using the nominal capacity ($/MW) of the power plants as the denominator, whereas in distribution the relevant indicator is investment per total energy delivered ($/GWh).  

The observations are analyzed as an unbalanced panel dataset as well as a Prais-Winsten time-dependent regression. The data has been gathered using the World Bank’s “Private Participation in Infrastructure” database as well as more recent World Bank databases, individual press releases and articles, and country-specific information from public sources. Following the methodology applied by Lopez-de-Silanes (1997), an instrumental variable approach is chosen, which takes into account the potential endogeneity of variables like the number of bidders in the auction process and the financial profitability of the firm prior to privatization.
(3) Results

Despite the limited amount of observations, the regressions suggest that a large fraction of the variance in the dataset can be explained by investor-related parameters. Country-specific and firm-specific variables determine to a smaller extent the revenues achieved by the privatizations. However, the time dimension of the auction programs across the countries seems to have an impact on the individual valuations. 
(4) Conclusions  
The expansion of West European power companies into Eastern Europe and Central Asia has offered unprecedented growth opportunities, and it still continues with envisaged privatizations in economically and demographically important countries like Turkey, Russia, Poland, and Ukraine. The analysis of privatization revenues from preceding auctions provides an understanding of investors’ preferences, while taking into account the diverse nature of the cultural, political regulatory environments encountered in Eastern Europe and Central Asia.
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