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Summary

We are interested in the strategic choices madddiryagers of a harbour public company in
Algeria. These choices are embodied in a policcarporate social responsibility (CSR):
triple certification (quality, safety and environmg citizenship-oriented investment. We try
to understand what encouraged this company’s masndgetake this path. We propose to
interpret their managerial choices as the resudroéntrenchment strategy. We suggest that
this strategy is likely to put them in favourablesgion when the privatization of Algerian
harbour activities will becomes effective.



Corporate Social Responsibility, Managerial Entrenbment and Privatization.
An Algerian Public Company

Introduction

The outlines of the corporate social responsibtdiiycept (CSR) seem well defined today: it
is characterized by consideration of manageriatiaboand environmental concerns, an
intentional approach well beyond legal obligati@ml collective agreements, a concern to
permanently integrate viewpoints of the companysous stakeholders, and an engagement
for certain transparency. Responsible managemersiequiently seems to be based on a three
main aspects: environmental quality, economic pedsy and social justice (Capron and
Quairel-Lanoizelée [2004], David, Dupuis and Le B2305]).

Many works have studied the implementation of C®Rlarge size private companies
operating in developed economies (Campbell [200Qesey and Kearins [2002], Igalens
[2007], Reynaud andl.[2008]), or average and small size companies (@uaird Auberger
[2005], Berger-Douce [2006]). Focus was also putle complexity of CSR application in
multinational firms (Wolff [2004] and Boudier andeBsebaa [2008]). More recently,
publications studied the case of small private $irim developing economies (Spence ahd
[2007, 2008]). To our knowledge, however, littlsearches are leaning on the case of public
companies of the countries in the process of deveént.

This is the field of study of our work. We wondehat incites public managers to voluntarily
engage in a CSR policy while evolving in countuwdsere social and environmental concerns
and the issues of the economic effectiveness diqfitms are not really a priority.

To answer this question, we propose to examinesa sadythe success storyf the Bejaia
Harbour Company (HBC) in Algeria. We analyze thetiwagions of this public company’s
managers who intentionally implemented a CSR pdhecgugh the triple certification of their
company (quality, environment, security) and thalization of citizenship oriented
investment. We will introduce their explicit justiitions and we will look further into their
real determinants with reference to the companyid #he organizations’ theory. Our
approach rises from the methodological individuali®sulting of the company’s contractual
theories. It's an economic study rather than aadogical one. In this framework, we consider
that HBC represents a "contract nodes". This ambroahich offers an economic conceptual
framework to CSR (Capron and Quairel-Lanoizelé [@D0Oenables us to oppose to the
"posted” and common speech of HBC managers, insmtah and managerial concerns
serving their interests. Behind an ethical positmhere their CSR choices are justified as a
moral obligation to contribute to the good beingtloé Algerian Society, we note a more
pragmatic approach which leads them to recogniaé tthese choices are mainly ways to
improve the economic and financial performances tledir company. We then seek
determinants of this attitude by examining HBC’spayate governance model. Our analysis
fits within the disciplinary current of corporatevg@rnance theory (Charreaux [1997, 2006]),
more precisely in its analytical outcome offered tyg managers’ entrenchment theory
(Shleifer and Vishny [1989]). The corporate govew®aframe of reference postulates with
the existence of monitoring and sanction meanschviaould force managers to improve
performances of their company and act towardsnterasts of the company’s stakeholders.
The corporate governance frame of entrenchment shioat managers set up neutralization
strategies for disciplinary systems, supposed tarobtheir actions, in "widening up their
managerial latitude ".



We show that entrenchment theoretical contributionghe comprehension of the HBC
Leaders’ managerial behaviour in favour of CSR, @amdoubtedly less interesting in their
aspect related to the "neutralization of discipiynsystems" than in that relating to "widening
up their latitude managerial”. We point out inddbdt control systems seem little or not
operative in Algerian firms and that HBC managensder these conditions, are not very
willing to neutralize them. However, we underlirfe tinterest of the approach in terms of
widening the managerial latitude. This approachbEsaus to formulate two assumptions.
The first represents an extension of a currenhofight of CSR stakeholders’ theory (Jensen
[2001], Mercier and Hinge [2005], Barnea and Ruf#@06], Cespa and Cestone [2007]):
HBC Managers’ engagement in favour of CSR couldekglained by their willingness to
widen their managerial latitude aiming at the exweuentrenchment within their company.
The second is inspired by work undertaken in Eastemsition economies concerning the
public executives’ strategy in the process of mwegbizing their firm (Labaronne [1998,
2002]: HBC Managers’ entrenchment strategy wouldekplained by the prospect for the
privatization of Algerian harbour activities. Whethhostile or favourable, or even proactive
with regard to this privatization, we believe thatir engagement in favour of CSR within an
entrenchment strategy, gives them decisive marelgaend informational advantages which
will serve their function when harbour privatizatis implemented in Algeria.

To defend these analyses, we present in the fadtqd this work, the strategic choices of
HBC managers with regard to CSR. We distinguisthéchoice justification what concerns
the "posting effect”, namely@o domoadvocacy in favour of an ethical and normative CSR,
an assumed "managerial practice" where CSR isgésteived as an instrument at the service
of the company’s performance. In the second patanalyze the HBC corporate governance
model by mobilizing the corporate governance thmak and entrenchment theoretical
framework. We stress the interest to go beyondthieretical framework of the corporate
governance through a positive and endogenous agproh managers’ active behaviour
through the study of the extension of their manag&titude. We suggest, in a third and last
part, that CSR choices within HBC would be entreneht choices which are explained by
the prospect for privatization. We conclude by pregfmg this work’s limits and contributions.

1. The Commitment of HBC Managers in favor of CSRfrom outspoken speech to
managerial reality

The Bejaia port is a Mediterranean harbor, locatethe northern part of Algeria at 250
kilometers on the east of the capital Algiers. HIBC was created in August 1982 after
restructuring the Algerian port system. It is amomomous economic public company, whose
corporate capital subscribed in actions is entinglg by the State participations management
company, SOGEPORTS. This public holding operates Akerian port units, including
HBC. The latter is in charge of the exploitationamagement, development, and security
related to the port of Bejaia. Its "mixed" traffieccludes hydrocarbons, general products
(agricultural products, food products, industriabglucts, fertilizers and chemicals, and other
products) as well as passengers. In terms of t@jriagepresents the third Algerian harbor
company handling hydrocarbons and the second mangéneral goods.

The reason we chose to study HBC managers’ behavimecause their choices are original
and make their company play a pioneer role:

* This is the only one harbor company in the Maghaetl West Africa to be three times
certified (quality, environment and security).



* The first to have conceded a harbor public spa@ntélgerian private company, Cevital,
the first to be associated through a subsidiary pgomy (the Bejaia Mediterranean
Terminal or BMT) to a private operator, the Singgpd&ompany, Portek, for the
exploitation of the port’s containers terminal.

* One of very few to call for and implement a citizapproach by investing in public
equipment serving the interests of its stakeholders

Due to these strategic choices, HBC has receniiy [selected by the European Union in
October 2008 to be part on behalf of Algeria in piiet project MEDA Mo$S “Motorways of
the Sea®. HBC is used as a reference for other Algeriart pothorities, and was even
gualified with its BTM subsidiary company as a ®&x story on SOGEPORTS’ internet
site’s home pade

We will examine the "pioneer" strategic choices@dd by HBC manager since the end of
the nineties, shown as Corporate Social Respoitgilwhoices (1.1) and we will try to
decipher in their speech the advertising and maredgeality aspects (1.2).

1.1. HBC managers’ Strategic Choices
These choices are divided into four levels:

1/ Managers decide to adopt the integrated manageane sustainable development system
concept in their managerial policy. For this reas@h they launched in 1997 a quality
certification process (ISO 9001) to fulfill theic@enomic responsibility. They received their
guality management system certification in 2000eyrhave been renewing and preserving it
until the present. (i) They implemented in 2004eswvironmental certification approach (ISO
14001) in order to respond to ecological requireenheir partnerships with suppliers and
customers could reduce environmental risks relatethe company’s activities. This has at
least been reflected in the most recent audit edrout in September 2007 confirming
renewal of their certification. (iif) They implemid in 2007 a "work healthcare and security"
system in the framework of the OHSAS certificatmocess (Occupational Health and Safety
Assessment Series) (ISO 18001) to fulfill theiriabresponsibility.

These choices in terms of certification are re#idctin their internal and external
communication, stressing the voluntary charactethef managerial approach and interest
given to the company’s permanent improvement imserf quality, environment and
security.

2/ they transferred in 1998 in the form of concaiss part of their unexploited yard apron in
the port to the large private food industry compb@evitaf. HBC managers underline the
fact that this concession in favor of a private pamy, representing another success story of
the Algerian economy, contributes to the developgneéthe city of Bejaia and the growth of
the Algerian economy. They showed that after tldecession, Cevital became the city’'s
largest fiscal contributor, the most dynamic diract indirect employer in terms of jobs and

! Mediterranean Motorways of the Sea (MEDA Mos).

2 Three Maghreb ports were selected: the Bejaia IRoring for main partners the ports of Marseilsesl
Barcelona; the Rades Port (Tunisia) and the PoAgbfadir (Morocco). The Israeli Port of Haifa wasaa
selected. This project is part of the future Mad#@rean Free Exchange Area. It aims at improvingtimee
inter-modal schemes and trends to ensure sustaidalbklopment integrating safety and environmesutes.

% http://sogeports.com

4 First private company and sixth Algerian compamterms of turnover.




salaries disbursed within Bejaia district, one led most active non-hydrocarbon exporters
enabling Algeria to accumulate foreign currency anlstitute imports.

3/they signed in 2005 a partnership with a Singagomprivate company, Portek, specializing
in container handling. This trust brought one millidollars in terms of direct foreign
investments. A subsidiary was then created indhm fof a joint venture, 51% of its corporate
capital was held by HBC: BMT. HBC managers strésg in addition to the 200 new jobs
created by this subsidiary, this partnership proiedas possible to improve the pace and
performance of the containers handling businesalgerian ports. While the average in
Algeria is 8 to 10 containers per hour, BMT couldgess up to 20-25 containers per hour,
which is the rate performed by the ports of Matesibnd Rotterdam.

4/ they realized in 2008 development works at thell of the sea front boulevard with the

collaboration of local communities. HBC managermsider their expenses as a “Citizenship-
oriented Investment” aiming at enabling the Befapulation to appropriate part of the port’s

public domain. Leisure areas were created includiegtaurants, shops and children’s
entertainment parks. A well developed walkway hesoine a meeting and entertainment site
well appreciated by Bejaouis.

1.2. HBC's CSR: Ethicalversus Managerial Choices:

HBC managers’ state that their strategic choice® leen defined by taking in consideration
stakeholders’ interests only. In extending the k@mttial approach, we may decipher this
discourse by opposing a CSR policy implemented dtrical and normative reasons
(Donaldson and Dunffee [1999]) or instrumental erahagerial (Freeman [1984]).

In reference with the ethical approach (TablelldBC managers present the triple
certification obtained by the company as a meanss$pond to clients’ expectations (ISO
9001), the Bejaoui community (ISO 14000) and thempgany’s employees (OHSAS). They
justify HBC’s partnership with private companiese{@al and Proteck) for social and
national interest reasons: job creation and Algeeaonomic development. They claim a
citizen-based approach in investments made to dpwutle seafront boulevard, very much
appreciated by the population as well as locattipgali authorities.

These strategic choices are reflected in the cogpanstitutional communication and
internal journals such as moral obligations for teenpany’s managers to adopt with regard
to the population of Bejaia and the small Kabytie company’s partners — collaborators and
port professionals — and also with regard to th#reerlgerian national community. In a
speech given by HBC General Manager on August @87 2we can read the following: "by
complying with this policy and adopting the citizfip entrepreneurship, the Bejaia Harbor
Company aims at developing the viability of itsiates, increasing its employee’s welfare
and protecting the community hostingit".

With reference to the instrumental approach (Tdbbkg and more pragmatically, managers
acknowledge in their activity report that certifica is before all an instrument to improve
the company’s performance. They assert that pattiiemainly aims at developing synergies
of the port’s different activities in order to iease traffic in the Bejaia port and hence HBC
performance. They stress that they need suppotheoflocal political authorities to bring
forward the port’s extension project, which willadale them to increase traffic handled by
HBC.

5 http://www.portdeBejaia.com.dz/epb.htm



Table 1

HBC’'s CSR (a) Ethical justifications (b) Instrumental justifications

Certification Respond to expectations of Improve the company’s performances
customers (ISO 9001), of Bejaou
community (ISO 14001), and of

company’s employees (ISO 18001)

Public-private | Create jobs, develop Algerian Develop synergies between the port’s

partnership economy activities favorable to the increase of
the Bejaia’a port traffic and HBC
performances
Development | Adopt a citizenship approach, Rely on local political authorities to
of seafront respond to popular expectations,| advance the port’s extension project
boulevard satisfy demand of local political | in order to enable the increase of
authorities traffic handles by HBC
Communication Institutional Activity Report
Managers’ moral obligations Instruments at the service of HBC'’s

towards the citizens of Bejaia, the economic performances
small Kabylie, national Algerian
community partners

While the ethical position is clearly sincere amedeals HBC manager's deep commitment
towards their company, territory and country, ic&tainly not exempt of economic concerns
serving managers’ interests. This behavior questldBC’s governance model. We offer to
examine this model through theories of corporateegmance and of entrenchment.

2. HBC’'s CSR : from corporate governance to entrerftment

On the theoretical level, the shareholders andebizlklers have control means to oblige the
managers to maximize the firm’s interests, rat@ntmanager’s interests. These control
means are classified into internal and externatrobeystems which constitute the "corporate
governance" (Charreaux [1997]). We point out thasse control systems play a limited role
in the case of Algeria (2.1.). We continue our gsial by underlining the analytical interest
presented by the entrenchment theory with regaaditstudy (2.2.).

2.1. Need to go beyond the corporate governmentery...

In the external system, control is carried outhmy legal, political and regulatory environment
but also by the market: labour market, goods amglices market and the money market
which respectively exert a contractual, competiawnel counteroffer discipline. In the internal
system, monitoring is performed by shareholders, ltbard of directors, managers, and,
directly or indirectly, by stakeholders.

We do not want here not to see to which extentetrmmtrol systems are exerted in an
effective way on HBC managers’ behaviour, and athdy can explain the origin of their
strategic choices. This approach is useless, otberwhy would corporate governance
mechanisms function in this framework, while theg aot or almost not implemented with
respect to managers of other Algerian public orgid companies?



Let us stress that recent works (Oman ahd2003], Khan [2004], Meisel [2004], Ould-
Aoudia [2007], Meisel and Ould Aoudia [2007, 2008pcused on corporate governance and
public governance in developing countries, andiqaerly in North African countries. These
works stressed the limited efficiency of North &A&n procedures with regard to corporate
governance systems, which are still broadly founodiednterpersonal and informal relations
(relationship-based systems) in opposition to ni@esparent systems observed in developed
countries, and which are more respectful of theallggovisions (rules-based systems),
systems where economic and political power makensstmaccount for their acts
(accountability). In an extension to this workpblaaonne and Ben Abdelkader [2008] showed
that the companies’ external or internal contratesns have limited impact on the behaviour
of managers of north African companies in geneaatj Algerian companies in particular.
Managers of these companies seem less subjectdsdiplinary constraints supposed to
control their actions compared to their Central &adtern European counterparts, taken as a
benchméak in the study. Theoretical, legal, political, sd¢aaltural or economic factors are
used to explain the specificity of North Africanvgonance national systems.

Rather than examining the nature of control systemaitoring HBC managers’ action, our
objective is to better understand their real engegyg motivations in favour of CSR. If
disciplinary mechanisms play little or no role Iinetimplementation of CSR strategy, why was
this strategy followed? What are the objectives? Wwhich interests? To answer these
guestions, we suggest looking beyond limits ofdbmporate governance theory.

In its disciplinary approach, the analysis of thenfas contracts nodes is based on an
efficiency principle. Managers’ action control maailsms are supposed to be efficient, as
only powerful organisational forms minimizing aggrand transaction costs are supposed to
survive. Others have to disappear. In this anafyaimework, managers’ role is reduced to the
minimum. Control mechanisms are supposed to beesmamgs, and emerge as ways to reduce
agency or transaction costs. The choice of comtrotles is done freely and is binding on

leaders who passively undergo them.

This analysis is limited because it neglects thenagars’ active behaviour in the face of
mechanisms that are supposed to control them aagpliine their actions. But also because it
forsakes the analysis of public actors’ behavioowards “political” decision-making
processes which may dispossess them of their domtethods used to monitor public
companies. However, as managers enjoy a "manadatiaide” to neutralize disciplinary
mechanisms and satisfy their utility function (Gleaux [1996]), public actors have a
"discretionary capacity" to prevent questioningirttstatute within public companies and to
maximize their objective-based function (Labaroft#95, 1997]).

Consequently, we believe that a study on CSR inldipp company as the HBC, cannot be
dissociated from an analysis of the managers’ adiehaviour and from the positive design
of their behaviour as public actors. This step Widhin the managerial latitude theory which

underlines managers’ active behaviour with regartihé incomplete character of markets and
contracts. It is inspired from the theory of pubtisoices (Buchanan and Tullock [1962])

which, in its positive part, tries to explain meansplemented by the public actors to

neutralize disciplinary mechanisms and to satiséjrtutility function.

These two theoretical frames of reference, manalgtitude, public choices, are of interest
to us for four reasons. They go beyond the limestgining to the corporate governance



theory and hence enrich the private/public compamgntractual model. They give up the
backward looking vision of managers’ behaviourte profit of an active design. They go
beyond the normative and exogenous approach bysiéiveoand endogenous approach of
managers’ real behaviour. They challenge the cdnoéppublic actors acting towards

collective interest in favour of a public-actorsim concerned by maximizing the objectives
function.

Contributions of these two reference frames corevéogdraw the lines of a new explanatory
theory of private/public managers’ behaviour. Tikithe entrenchment theory. What does this
frame of reference bring to us in the analysis BfHeaders’ managerial choices?

2.2. ... to tackle the entrenchment question

The entrenchment theory (Shleifer and Vishny [1986tuses on behaviours of managers
setting up strategies aiming at reducing risks @¢ordplaced at the head of their company:
"they entrench". The interest of this approacloisatkle in an endogenous and positive way
the active behaviour of private and public managdise latter will seek to neutralize
disciplinary systems in order to widen their "detconary latitude ".

Means that can be used for entrenchment are naultiphey include idiosyncratic
investments, or specific to managers (Shleifer disthny [1989]), informational asymmetry
(Stiglitz and Edlin [1992]), the quantity of conltem financial resources (Ravid and Sudit
[1994]), the control of human resources (Charred®96]), alienation of some members of
the board of directors (Pichard-Stamford [2000]Jocking market mechanisms or
exploitation of lawful faults, in particular in thease of transitional economies (Labaronne
[1998, 1999]). CSR can also represent a levertsr dtrategy. Why do economists of the
school of Chicago consider that the company iddiaimly with regard to its shareholders and
not vis-a-vis other stakeholders? Because theyaagupthat this increase in the number of
interested parties, with opposed expectations ve@isggto scatter managers’ objectives, to
increase their managerial latitude and hence dideem from fulfilling shareholders’
interests.

How can we take the most of the analytical framéwadrthe entrenchment theory in the case
of the HBC?

Let us first note that this frame of reference @ really useful in terms "neutralizing
disciplinary systems" for reasons we already sptifThe systems of control being little or
not operative in the Algerian firms, one does re@ svhy the managers of the HBC would
seek to neutralize mechanisms of which the effedinited, or absent on their functions
managerial.

In its component "widening the managerial latitydidis frame of reference seems more
interesting. One point must however be clarifiedl.the literature, business entrenchment
strategy has a negative connotation. This stratemyld play against shareholders’ interests
and would serve only managers’ objectives, seeopg®rtunistic, or crafty according to
Williamson [1985]. This conception is reducing. \We not agree with it. On the one hand,
business entrenchment can be a source of efficieashown by Castanias and Helfat [1992]
or Garvey and Swan [1994]. These writers stress ttiea managers’ specific investments,
their specific knowledge, their capacities to miakilfinancial and human resources represent
revenues which benefit the company, the sharelwlaemnwell as all stakeholders. Paquerot
[1997] considers that entrenchment may be benkfigigofar as it enables them to be



withdrawn from short term constraints. In additiananagers’ behaviour is not always
reduced to opportunism as stated by Joffre [1998ichv shows that this attitude does not
reflect the extent and the variety of manageriddaveurs which are at the same time richer
and more complex that simple opportunism.

If we accept the presence of positive entrenchmetich can be accompanied by an
improvement of the company’s performances, andefagmit that opportunism is only one

possible managerial behaviour (Donaldson [19968,duestion is to know how HBC’s CSR

can be deciphered from of an entrenchment strapeggpective, and what are managers’
objectives by extending their managerial latitu@a® question must be put in prospect of the
future privatization of Algerian harbour activities

3. From entrenchment to privatization

We suggest that CSR put in place within HBC favogithe extension of managerial latitude
would be a managers’ entrenchment strategy (3. he.implementation of this strategy could
be explained by threats or opportunities for thdbar privatization project (3.2.).

3.1. HBC's CSR: a means widening the managerialtitude to the profit of an
entrenchment strategy?

In the model suggested by Shleifer and Vishny [1988trenchment is carried out through
idiosyncratic investments, in that of Stiglitz aridlin [1992] through informational
asymmetry. An investment is known as idiosyncrafi@n its value depends on the manager
who carried it out. It is specific to the managdt.is in particular the case of intangible
investments or those which widen the field of thempany's activity, and whose
identification with the manager or his team is styo Informational asymmetry is an
advantage given to managers who control the ewdiltge creation chain. This advantage can
lead them to engage investments which "visibiltghnot be easily assessed by shareholders
or stakeholders. Here again, the development tahgible investments can fall under this
strategy: be them sums devoted for the searchVéstern partners”, the design of
"marketing plans”, the implementation of new techhiprocesses, adapted to Western
standards, or the installation of new distributbicuits.

In the case of HBC, the company’s managers develtpn accumulated specific know-how
which conferred them with a strong technical anderaponal legitimacy vis-a-vis
shareholders and stakeholders. They seem bestdpladeave a prospective vision on the
development of the port of Bejaia’s different aiids. The strategic choices that they
engaged are clearly assigned to them: they deinddmposed them. They fully assume their
paternity and responsibility. The identificationtbése choices to HBC leaders is stfong

Investments they made to obtain triple certificatido look for partnerships with private
companies and to develop the seafront boulevardoeaconsidered intangible investments.
They widen the company’s field of activity and arearacterized by an "eye-bird vision"

6 In a recent poll conducted with all HBC emplayethe answer to the question: “is the quality otiyes
definition process based on a formal procedure galaith imposed quality objectives or on a real and
voluntary discussion?” , 70% of surveyed employeesse the first answer while 30% chose the secbad.
the question: “is the leadership style applied byrysupervisors autocratic, democratic or parttcipe” 69%
chose the first answer while 31% chose the seddiediéni [2009]).



which is not necessarily obvious to concerned w@fi@uthorities (only stakeholder) and
stakeholders.

Moreover, HBC turnover (growing by + 22% in 2008mgmared to 2007, for example)
enables the company’s managers to self-financingt mbinvestments without resorting to
public subsidies or to the financial participatimints main shareholder, Sogeports. We know
that an organization’s vulnerability stems fromnised for resources and from the fact that
these resources are controlled by its environnteieffer [1981] worked out the dependence
theory by stressing the fact that power within apany is held by players who are able to
bring financial or human resources that are esseatithe operation of the organization and
that cannot easily be substitute8elf-financing, like HBC’s recruitment model, fuled on
competences, is the best means to avoid financggspre exercised by banks, the official
authority and stakeholders, but also prevent palitipressures which pay subsidies in
exchange of benevolent recruiting. This approacimsjathe analysis which melts the
managerial capacity on the quantity of financialay® and Sudit [1994]) or human
(Charreaux [1996]) resources controlled by managers

While HBC managers skilfully composed their boafddwectors by associating men and
women who are favourable to their strategic chomas totally backing the HBC missin
they could also anticipate some legal reforms miaddgeria. They were the first to conclude
with difficulty an exploitation concession of a baur public space by a private company.
This practice is today spreading throughout Algenrts. Pioneers in the field of public-
private partnerships in port activities they wdre first to create a joint-venture with a foreign
firm. They held the majority (51%) of the corporatpital of a new entity created in 2005
(BTM), where the Algiers Port Company, EPAL, ob&nin 2008, 50% only in a joint
venture created with Dubai World Port. This hadrbeeade before Algerian authorities
decided, at the end of December 2008, that natsimaieholding will have to be henceforth a
majority in joint-ventures created with foreign goamies, in all different businesses.

We have just suggested that HBC managers’ stratbgices in favour of CSR enabled them
to extend their managerial latitude. These chowas be assimilated with "entrenchment
choices". We objected the idea that this approactdcserve the interest of the company, its
shareholder and stakeholders. We still need torstated why HBC managers engaged such
choices which extended their managerial latitude.

3.2. Anincrease in managerial latitude: which ojective, privatization?

Cultural and political reasons could be considet@dexplain HBC manager’'s desire to
increase their managerial latitude. Bejaia is antaf science, of history and of a great
culturé. It is located in the heart of the Small Kabylenown for being a development land
for Algerian businessmen, and for being the mod¢pendent and rebellious Algerian wilaya

7 The dependence theory towards resources ismatgnlized in the CSR economic conceptual framework
(Capron and Quairel-Lanoizelé [2007]).
8 Including Union representatives, mostly perceilsg HBC employees as “in-house representativefgritng
more the company than its employees (Meziani [2009]
9 Its university is the only one in Algeria tofef all courses and programs in French. It thenelayks its
originality and independence with regard to thebfration phenomenon of university studies

10



against the central political pow®r In this ethno-cultural vision, one would consideat
HBC managers seek an increase of their discretyasyace for at least four reasons.

» To affirm their managerial independence and obfimiancial autonomy with regard to
Sogeports, in order to release themselves frompth®ic supervision of Algiers, for
relations are often stressed.

* To avoid administrative, financial or political dbats with the Official Authority in order
to preserve the company’s interests and to devbpctivity of the port of Bejaia and of
its hinterland, according to regional constraimtd aoncerns.

» To show managerial capacity and affirm an operaticsuperiority, expressing the
entrepreneurship aptitudes of great Kabylian marsage

* To claim leadership on the business of the porttandevelop a " bottom-up logic": if
reforms do not come from top " top down", i.enfré\lgiers or the central power, show
that managers, originating from the Kabyle civitiety, are capable in an ascending logic
to improve the sector, considered to be sensitivé ean easily be affected by changes,
starting from regional, original and successfultiatives (certification, public-private
partnership).

These factors of ethnological nature can explaim pgHBC managers’ behaviour. While
they are necessary to understand their strategicesy they remain insufficient in this
explanatory approach. Economic considerationschvinaximise the objectives function of
HBC managers, must also be considered.

This assertion is made with the perspective ofgtizing harbour activities in the Maghreb,
and in Algeria in particular. In accordance witloyisions of article 892 of the Algerian
Maritime law (issued on June 28, 1998), commerbiatbour activities are eligible for
competition and privatization. This concerns hargdf, lighteragé? and towing® which can
be exerted by any individual of Algerian nationalbr any legal entity of Algerian right.

We said that mechanisms used to monitor managetiona play a limited role Algeria and
do not currently constitute any threat against rgarial functions, in particular for HBC
managers. However, the future is likely to be naubious once competition between public
and private companies will be exerted on the saarbdur platform, as it is the case in
Morocco and Tunisia, after privatizations are made.

The privatization of harbour activities in Algergde juresince 1998. We note here that this
was precisely the year when HBC managers starteddage their strategic choices in favour
of CSR. When it will be de factoprivatization, it will lead to the removal of afistitutional
prerogatives held by whole public managers. Totay enjoyususandusus fructusbut not
abususon harbour public assets. In this context, implemegnprivatization could face two
types of reactions on the part of whole managers:

10 A Wilaya is a regional administrative distriictAlgeria. In the last presidential elections hel@009, while
the national participation rate was 74.54%, the odtBejaia was 29%, which the country’s lowest.

11 They include operations of loading, stowageaking out, and the unloading of goods, and theagand
lofting operations of goods from open areas or @mekouses (including containers’ terminal and anyts).

12 These operations include reception, countind,an the ground recognition of loaded or unloaded
merchandise as well as their security until theloading or delivery to addressees.

13 Towing is pushing or pulling vessels, berthioffsetting, and getting underway operations, dgvships
away, and assistance in the execution of otheeVessigation operations.
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* A live opposition, which will result in a strongsistance among hostile managers for the
loss of power within their public company or whollwiot want to comply with a
disciplined behaviour. Interest groups will be ni@d to oppose attempts for the
companies’ external or internal control, and whiabuld result from the privatization of
harbour public companies.

* An honest adherence which will be reflected in phempt acceptance of managers who,
will adapt ownership rights and hence prevent gitsnfor the external control of public
companies. They will benefit from privatization poeserve their old internal audit and
decision-making authority within their company.

What could be the specific attitude of HBC managerthe implementation of a privatization
policy? Wouldn't their strategic choices throudteit CSR policy give them decisive
advantages which can serve their utility functiomhree cases are possible according to
whether they adopt a fierce hostile behaviourrairstd submission or a proactive adherence.

- If they are hostile towards this policy, they vk able to show that a public company can
be as well managed and as efficient as a privatepaay. There is no reason under these
conditions, except for "ideological" reasons tmgfar its assets to the private sector and to
dispossess the community of its benefit. They dlable to mobilize their stakeholders and
to profit from their "social networks" to make psase on authorities in order to disqualify
privatizations and to develop HBC’'s public charactewould a private company have
developed the seafront boulevard? Would short-terofit requirements of a capitalist
company be compatible with the citizenship apprdastefiting the entire population? Let us
bet that the Bejaoui community mobilized by HBC mgers will gather to bring negative
answers to these questions and will commit to akf@s" harbour company. At the national
level, HBC managers seem to be leaders in termsadiour management. Their voice is
heard beyond the wilaya of Bejaia. No decision lmarmade without these managers being
associated and without them defending the mandgexiaes in which they believe. If they
are firmly opposed to the privatization processyilt undoubtedly be very hard to impose it
in the country.

- If they are not favourable to privatization bunstrained to be subjected to it, they may
consider remaining within HBC as leaders of a manabcompany with a private statute.
Their "entrenchment choices" will justify or foredareholders to maintain them at the head
of the company. Their strategic choices are idiostic, strongly identified with them as
individuals. Replacing them would be costly for nlewyers and would be likely to involve a
loss in the value of the privatized assets, a lelsieh would follow their departure. Their
managerial initiative capacities plead in theirdawand do not justify that it is necessary for
new owners to replace them. The more so as thegeesianarket is still narrow in Algeria,
and that the nursery for powerful managers in taddur industry remains limited. This
analysis agrees with the one made at the time efttansition of Central and Eastern
European economies towards the market economy. Nhaitgrs noted the extent of the
reorganization of public companies at the beginnaigtransition. They explained this
phenomenon by public managers’ behaviour who weneied about their career plans. That
had led them to improve their companies’ perforneanith an aim of building a reputation of
good managers and preserving chances to maintam thanagerial functions after
privatization (Pinto anél, [1993], Bouin and Grosfeld [1995], Grosfeld andlidda [1997],
Shleifer and Vasiliev [1996], Konings and Repki®98]).
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- If they are favourable, or even proactive in piwatization process of their company, HBC
managers will profit from a strong informationalasnetry. They are the only or rare players
to know the extent of the field of activity of th@ompany, to control the entire chain of value
creation, to have a vision of its development, datwl the source and the dissemination of
information, to identify the most or the least pafle activities. These informational
advantages enable them to identify activities thay be privatized, which they know better
than anybody, will be the most powerful in the niedure. Their CSR policy, expressed and
instrumental, will have sent "signals” on the giyadif their management. They may hope that
their messages are collected by public or privatgkb, domestic or foreign, so that they help
them to finance the acquisition of all or part bé tcorporate capital of powerful entities
transferred to the private sector.

Holding the information and enjoying financial sops, with regard to their managerial
initiatives, they will be able to diligently and @v actively take part in the privatization
process and concretely show that this processsigcaess. This can be assessed based on
performances of the new private entity. Thesegoerédnces will result less from the change
of the HBC statute (publigersusprivate), and more of the "cherry picking" effedtiah will
benefit the new private entity. This effect playhen the most powerful public companies
("cherries on the cake") are privatized in firdte tleast powerful remaining in the public
sector (Labaronne [2002]). Performances of the pevate entity will be all the more high
since efforts of HBC reorganization before its ptization will have been significant and will
have succeeded. In the credible perspective gbtikatization of harbour companies, the role
of HBC managers can be to anticipate this evoluéind to prepare their company for this
term. This type of behaviour was formalized in thedels of Aghion, Blanchard and Burgess
[1994] or Aghion and Blanchard [1996] which wer¢emested in the behaviour of managers
during the pre-privatization of the public firmsHastern Europe. These authors show that the
hopes of public managers to obtain corporate sharetheir company, once this one
privatized, were strong incentives for the reorgation of public firms. Roland and Sekkat
[2000] worked out a model in which the anticipatmfrpublic firms’ privatization encourages
their managers to restructure them, to improve {h@iformances and to be held ready to take
part in the acquisition of their corporate shahesrtassets are transferred to the private sector.

Having shown their managerial capacity in the managnt of a public company, one can
think that HBC managers will be able to maintairhigh level standard and managerial
competence within the framework of a new entitymbich they would have become owners
or joint owners (with all other HBC employees).t lus consider that privatization method of
harbour activities in Algeria favour the repurchadethe company by its managers and
employees (management and employee buyout - MEBQOh¢ implementation of CSR
within HBC will have required mobilization and efte of the company’s various
collaborators. It will have been reflected in iresang the company’s performance. Because
of the "cherry picking" effect, HBC could be one tbfe first harbour companies to be
privatized. Under these conditions, one can sugbasthe transfer of assets using the MEBO
method, would reward the results of the CSR pdficJo some extent we would be in the
presence of a CSR (RSE in french) put at the serwican MEBO method (RES, in french)
which would benefit all, managers as well as catabors, who forged the HBC identity.

14 The French-speaking authors exploit the woydsding abbreviations RSE (responsabilité sociake d
entreprises, CSR in english) and RES (Rachat dé&&prises par ses salariés, MEBO in english).
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Conclusion

In this work we were interested in the strategioichs of the managers of an Algerian public
company. These choices are incarnated in a CSRcypotiertification, public-private
partnerships, citizenship-oriented investment. Viedtto understand what incited managers
of this company to take this route. We proposednterpret their managerial choices as
business entrenchment choices. We suggested thadttategy was likely to put them in a
favourable position the day when privatization bé tharbour activities in Algeria will
become real.

The limits of this approach are at least twofold. e one hand, we adopted CSR economic
conceptual framework by forsaking the sociologif@mework. Our contractual theory
approach, of stakeholders, the company’s corpg@aternance body and entrenchment could
usefully have been supplemented by socio-instialidcheories. We could therefore have
looked further into analyzing managers’ behavioyrtéking more in consideration laws,
values and culture which determine their actiors explain their behaviour. In addition, we
privileged in our design the efficiency of the cany, through the contractual approach,
disciplinary currents (and means of circumventimg tiscipline through entrenchment). We
somewhat disregarded the cognitive trend. We ctalde insisted more on the role of
manager’s knowledge in terms of HBC performances filtm is not only contracts nodes; it
is also a set of resources and an entity to acatmuihowledge guided by the vision of its
managers, depending on their acquired experientar{€aux [2006], Kaplan [2001]).

These limits call upon us to further carry out cesearch task. The purpose would be, in an
interdisciplinary vision, of an economic and soog@tal nature, associating disciplinary and
cognitive trends, but also in a comparative apgraaadying the behaviour of North African
managers engaged in CSR, to look further into aafyais of the role played by privatization
in inciting managers to implement a CSR strategshenMaghreb. If our case study applied
to HBC enabled us to open some lines of thoughhis perspective, and can constitute the
contribution of this work, we should extend oureash by diversifying our theoretical
reference frames and our fields of empirical stsidie
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