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List of Acronyms

AGS Australian Government Solicitor
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Effective marketing of a trade sale promotes competition amongst bidders and thereby increases the chances of 
achieving value for money from the sale

A privatisation can be processed by means of a trade sale.  A trade sale privatisation is a direct sale of a business 
in state ownership to another business or financial purchaser. This includes joint ventures and part sales.

Trade sale privatisations are more likely to deliver value for money where there is a clear definition of the business 
for sale, including any regulatory constraints, and competition is generated between bidders. 

To achieve maximum competition, vendors need to make sure potential bidders are made fully aware of the 
opportunity – in other words, the sale needs to be marketed effectively. This process includes the identification and 
target marketing of potentially interested bidders, as well as more general publicity where bidders are not easy to 
identify.  Publicity also ensures that the process is seen to be fair and transparent.

The quality of sale marketing can vary considerably

The quality of marketing is affected by the level of experience of the vendors and their advisers.  Experienced 
advisers with a knowledge of the sector, supplemented where necessary by test marketing, are essential 
ingredients of a successful sale. 

Marketing and promotion of the sale, within the legal and regulatory requirements, not only serve to facilitate the 
sale but also show that it is being conducted in a true and fair manner. 

SummarySummary
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Is there good practice in marketing a trade sale that SAIs should seek to encourage?

There are 6 main factors which SAIs should consider in order for an effective marketing 
to take place:

Product: Establish What Is For Sale

Legal Issues: The Legal Constraints

People: Recruit The Right team

Testing: Test Marketing 

Promotion: Must Be Active 

Costs: Keep Costs Within Budget

These lessons can be applied to many trade sales. Even though the experiences between
different SAIs do vary, there are some common lessons.

Summary (cont.)Summary (cont.)



6

1.  Product: Establish what is for sale

Lessons on product

• It is crucial to have every aspect of the sale carefully planned, in particular what is to be included in the sale and the 
identification of any continuing public service obligations of the business which may affect the sale price.

• It may be necessary to reorganise the business so that it is in a coherent package and bidders can see  exactly what is 
being sold.  It may also be necessary to strengthen management.

• Clarity is important. Purchasers must know exactly what they are getting in return for their offer. An asymmetry of 
information between the vendor and bidders can have a negative impact on competition.

• It is more advantageous for the taxpayer if the vendor sets out any special contractual terms prior to selecting a purchaser 
rather than once a purchaser has been chosen.  

• Careful consideration must be given to the way in which the product or service is to be sold. Selling as a single large entity 
may not be as profitable as selling in smaller separate entities, and vice-versa. 

• The form in which the product is packaged is highly dependent on the asset in question. 
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Case Study 1 – Norway : Sale of SND Invest AS

• SND Invest AS was established in 1998 and became a leading venture investor in the SME Market. In December 2001, 
the Norwegian government was given the authority to arrange for the sale of SND Invest AS, and in October 2004, the 
company was sold to a private venture company.

• It was decided to sell the company as a whole. The ministry's financial advisors estimated the market value for SND Invest 
AS, and the sale was marketed broadly. 

• The final selling price was approximately half of the estimated market value of the company. This was probably due to the 
fact that only a few private businesses had the liquidity to buy the company as a whole, and hence there were not many 
potential purchasers for the company. If the company had been restructured and sold in parts then the number of potential 
purchasers may have increased. Consequently, this sale method would have been likely to achieve greater value for 
money.

Case Study 2 – Estonia : The Privatisation of AS Eesti Raudtee

• AS Eesti Raudtee is a major infrastructure company in Estonia. They provide rail transport services for goods and related 
additional services. Their locomotives transport goods such as timber and wood products, containers, fertilisers and oil 
products.

• During an investigation into the legitimacy of the agreement for privatising 66% of the shares of AS Eesti Raudtee, the 
State Audit Office (SAO) of Estonia mentioned that before the submission of tenders, certain bidders were not sure which 
financial obligations the Government would undertake under the privatisation agreement. 

• Some bidders withdrew because there was this lack of clarity. Since several important contractual terms were not included 
in the competition phase and were only inserted later during negotiations with the eventual buyer, it is questionable 
whether the Government obtained the best deal possible.

1.  Product: Establish what is for sale (cont.)
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2.  Legal Issues: The legal constraints

Lessons on legal issues

• The legal and regulatory environment affecting the business for sale must be clear.  No bidder will be interested if there 
appears to a risk of unspecified regulatory or service obligations being imposed on the business in the future.

• Prior to any marketing activity, the vendor must establish what is the legal framework for the sale so that it may be conducted 
fairly and legally and any constraints on marketing identified early in the process.
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2.  Legal Issues: The legal constraints (cont.)

Case Study 1 – Australia :  Sale of Brisbane, Melbourne and Perth Airports

• The leases for Melbourne, Brisbane and Perth airports were granted to Australian Pacific Airports Corporation, Brisbane 
Airport Corporation Ltd and Airstralia Development Group respectively on 1 July 1997. These leases run initially for a period of 
50 years, but there is the option of a further 49 years. The sale of these leases is the first phase of the planned privatisation of 
22 Federal airports which had been previously owned and operated by the Federal Airports Corporation (FAC). The Airports 
Sales Task Force (ASTF) was assigned overall responsibility for the management and completion of the sale.

• The FAC Board advised the ASTF in October 1995 that it had received legal advice about the Airports (Transitional) Bill. Until 
this was passed, the ASTF did not have the power to participate in the marketing component of the sales process. The 
Australian National Audit Office (ANAO) was told by the Australian Government Solicitor (AGS) that they had disputed this 
legal interpretation by the FAC. The matter was not resolved. 

• The FAC advised the ANAO that even though they had received legal advice preventing them from taking part in the 
marketing and roadshow aspect of the airport sales, they could legally proceed with due diligence activities. Therefore, the 
FAC did all it could to facilitate the due diligence process within the limits of that advice.

Case Study 2 – Norway: Sale of Lista Air Base

The review conducted by The Office of the Auditor General of Norway (OAG), of the Lista Air Base sale in September 2002, 
has raised the question of whether the sale was in accordance with the authorisation granted by the Norwegian Parliament. 
No documentation was found to indicate that a valuation was used to calculate the sales figure and no public announcement 
was made regarding the sale. The market was neither aware of a revised valuation undertaken in June 2002, nor of the 
compensation granted for the development of the business.  It therefore appears that the sale was conducted against the 
decisions and intentions laid out by the Norwegian Parliament.
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Lessons on the team

• Employing the right advisers for the project has a bearing on every aspect of the sale marketing campaign. 

• The right advisers should be able to package the business correctly, communicate the product for sale to the bidders,  
actively promote the sale, engage in effective test marketing, and do all of this within the legal constraints and cost 
budget in an efficient and precise manner. 

• The experience of the team should be relevant to trade sales and other transactions in the industry concerned.

• Value for money is unlikely to be achieved if an inexperienced team is left to market the sale.  

3.  People: Recruit the right team
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Case Study 1 – UK : The transfer of PSA building management to the private sector

• The  UK Government decided in 1988 that the Property Services Agency (PSA) would become a commercial 
organisation without a tied customer base. In 1989, Ministers decided that PSA Services should be transferred to the 
private sector. By 1993, the old PSA Services had sold five regional PSA Building Management businesses through 
competitive trade sale to four separate purchasers.

• The vendor employed an international accountancy firm to be responsible for marketing the sale in the transfer of PSA 
building management to the private sector:

- They advised the Government on the best timing of the sale. They warned that a sale before this date would result 
in poor quality financial information and that bidders would seek compensation for this additional risk.

- They helped with the valuation of the sale. To assist the Government in their negotiations with bidders, the advisers 
produced estimates of the post-tax profits that purchasers could expect to earn from contracted work at the point of 
sale.

- They surveyed the market on several occasions between 1990 and 1993 in order to gauge the level of likely 
interest. This led successfully to a large number of competing bids for the contract. 

- They advised on the short-listing of bids. The advisers recommended that each business should be restricted to 
three or four bids in order to secure effective competition. If no restrictions were put in place, the imminent 
risk would be that bidders would concentrate on the most attractive businesses, thereby leading to an 
imbalance of bids in the latter stages of the sale process. To guard further against this eventuality, they recommended 
that bidders should be short- listed for no more than two businesses. Also, where possible, those that had bid for more 
than one business should be short-listed for their first and second preferences.

3. People: Recruit the right team (cont.)
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Lessons on market testing

• Employing an experienced adviser means that they will be familiar with the market, the industry and potentially interested 
bidders on a world-wide basis.

• Market knowledge will also be essential in determining the structure of the business to be sold and making sure it is 
presented in the right way.

• Market testing may be undertaken as part of the adviser’s organisation of the sale process, even when they are familiar 
with the market.

• Where the business is unusual or there are few comparable operations in the private sector, it may be necessary to 
undertake more extensive market testing to gauge the level of interest.

• Market testing can save time and money. The business that is for sale may not receive many (if any) worthwhile bids. 
Putting together a sale process takes time and often involves a large team of expensive advisers.  This time and expense 
may be a waste if the private sector is not interested in the eventual offering. 

• Market testing can give the vendor vital information about what particular aspects of the product offering is attractive to 
bidders. With this information, the vendor may then reassess the product offering with the aim of making it more appealing 
to bidders. Hopefully, competition will then be stronger when the product is eventually offered for sale and so generate 
greater value for money.

• If there is a lack of interest at this early test marketing stage, then either:
- the product is not attractive enough for the private sector and it may be necessary to make changes to the 

product; or
- the project may not be deliverable and the product may be better off remaining in the public sector.

4.  Testing: Test Marketing
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4.  Testing: Test Marketing (cont.)

Case Study 1 – UK : Sale of the Millennium Dome and Associated Land

• The first attempted sale of the Millennium Dome and associated land on the Greenwich Peninsula was of little success. 
Open competition was the method of sale at the time and this yielded little market interest. Having learned from this, 
English Partnerships underwent comprehensive market testing employing international property consultants for the task.

• The consultants tested the market between March and July 2001. They met about 150 groups or individuals, including a 
variety of major property developers and leisure operators that had not been involved in the previous competitive process.

• The test results were very informative:

- Bidders were doubtful that they would take part if the second attempted sale was simply a re-run of the previous 
open competition. 

- A major concern to private sector companies was the belief that any involvement with the Dome would be high-
risk as the sale process was proving long and arduous. 

- Many respondents to the market test focused on the land available around the Dome rather than the Dome itself. 
Companies stated that they were unclear about how much land was on offer and that given clarity about this   
would increase their interest in the contract. 

• Market testing finished in July 2001 when English Partnerships had identified three bidders. Performing market testing was 
a success here because the vendor learnt what was attractive to the private sector. The vendor was then able to configure 
the product offering to make it more appealing to bidders when the contract was eventually put out to tender.
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5.  Promotion: Must be active 

Lessons on promotion 

• In many trade sales, the potential bidders will be well known and can be individually targeted.  

• Where the product is unusual or of potential attraction to a wide range of bidders, the opportunity must be actively 
promoted.  

• Widespread publicity can attract a greater number of bidders.  This will be attractive as negotiating with a sole bidder is 
unlikely to yield value for money. 

• Promotion does not need to be limited to one form of media but it must be appropriate to the product being marketed.

• All ‘hidden’ features of the product offering must be extracted and actively promoted. This requires thorough research and 
experienced advisers.

• Public promotion of the sale process has the additional benefit of showing that the process is fair and being conducted in 
an open manner.
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5.  Promotion: Must be active (cont.)
Case Study 2 – Romania : Privatisation of the company Steaua Electrica Fieni

• The Romania Court of Accounts selected the company Steaua Electrica Fieni as an example of their experience of auditing 
privatisations in their country. Steaua Electrica Fieni produce electrical and gas lamps. The privatisation process aimed to sell 
51% of the company. 

• The fact that there were only two bidders reflected deficiencies in marketing activity for the privatisation of the company.
• As a result of inactive marketing, there was a lack in competitive tension over price as negotiations were eventually held with a single bidder

Case Study 1 – Australia : Phase 2 of the Sales of the Federal Airports

• The Government announced the commencement of Phase 2 of the airports privatisation program in 1997. Phase 1 of the program 
began in 1994 when the then Government sold 22 airports (including the sale of separate long-term leases over Brisbane, 
Melbourne and Perth airports) which were all owned and operated by the Federal Airports Corporation (FAC). Commercial advice 
was given to the Government stating that the Phase 2 airports were significantly less valuable assets than the Phase 1 airports. 
The aim of the Government’s ongoing privatisation was to address diversity of ownership, responsive and effective development 
of the airport and its services, access by aircraft operators, and pricing policy at the airports.

• In August 1997 the tender process began with the issue of a marketing brochure. The marketing brochure was sent to around 800 
interested parties providing details about the sales process, the regulatory environment, the individual airports, and an overview of 
the Australian economy. In September 1997 potential bidders were provided with site tours of the airports. The formal bidding 
process commenced in October 1997. It was important to ensure appropriate marketing and tender strategies were implemented 
in order to develop and maintain bidder interest in all the airports. The main marketing messages included: some of Australia’s 
biggest and most attractive airports are on sale, together with several smaller regional airports; each of the Phase 2 airports have 
very attractive growth outlook and commercial potential; foreign investment in Australia is encouraged with minimal restrictions on 
airport acquisitions with the post-sale regulatory environment being relatively relaxed.

• Due to interest already generated from Phase 1, less time was allowed for marketing Phase 2 airports. Investor interest was 
further developed through the issue of pre-tender marketing material, the Government’s Adviser meeting with prospective 
investors, together with airport site tours and management presentations. In order to draw full value, marketing activities and sale 
preparation emphasized the investment opportunity presented by each airport and the tender strategies were designed to 
maximise competitive pressure at the bidding stage.  
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Lessons on costs

Departments should treat the costs of undertaking a trade sale in the same way as they would other categories of 
expenditure and keep them under tight control with constant monitoring and evaluation.

Prior to a public marketing campaign, Departments should fix a budget and target marketing expenditure towards 
identifiable objectives.

All costs of significance must be recorded and monitored to ensure that they are appropriate to the marketing activity.

6.  Costs: Keeping costs within budget
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A summary of the recommendations:

A well chosen team of advisers should be selected with some thought given to the 
expertise required for the sale in hand.  Advisers must have both experience of trade 
sales and the industry in question.  Use of inappropriate or inexperienced advisers is 
likely to  lead to poor value for money.

3. People

Every aspect of the trade sale should be true and fair. Transparency must hold at 
every level.  Regulatory issues relating to both the sale process and the operation of 
the privatised business must be clearly presented.

2. Legal Issues

Establish what is for sale and ensure that this is communicated to the potential 
bidders.  Where necessary, restructure the business to make a coherent package 
and ensure all regulatory and other contractual aspects of the sale are fully 
researched and clearly presented.

1. Product

RecommendationsKey Issues

Conclusion
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RecommendationsKey Issues

A trade sale should have a clear and detailed budget, as would be the case in any departmental 
expenditure.  This budget should be constantly monitored and evaluated throughout.  All costs of 
significance should be recorded.

6. Costs

In many trade sales, the potential bidders will be well known and can be individually targeted.  
Where the product is unusual or has less obvious candidates, the opportunity must be actively 
promoted. The choice and range of media channels used must not be limited, and be appropriate 
to the product in question.  Promotion has the added benefit of making the whole sale process 
much more open.

5. Promotion

An experienced adviser should understand the market and the potential demand for the trade sale 
business.  Where the business is unusual or has unique features, it will be necessary to test the 
market demand  and, where necessary, be prepared to restructure or repackage the business to 
make it acceptable to the market.

4. Testing

Conclusion (cont.)
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