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I. INTRODUCTION

Reform of public enterprises is a central feature of the economic policy reform

programmes being implemented by many African countries.

In response to the need to promote better public enterprise management in Africa,

the Public Administration, Human Resources and Social Development Division launched

under SAPAM, a programme aimed at the improvement of the performance of public

enterprise management in Africa. The first activity in this series was a Senior Policy

Workshop devoted to examining the conditions for improving public enterprise performance.

At end of that workshop, participants urged ECA to "hoid a follow-up workshop within a

year to assess any progress made towards the revitalization of public enterprises in Africa".

In order to make such an assessment meaningful ECA/SAPAM commissioned case studies

of ten public enterprises. We are here assembled to examine the findings of the case studies

on the ten public enterprises in Africa with a view to drawing appropriate lessons for

improved management.

The case studies were selected carefully and consist of successful and poor

performing public enterprises in various African countries. The purpose of these case

studies is to examine and identify the conditions, practices and policies that make for good

or poor public enterprise performance.

These case studies have a number of key innovations:

(i) Unlike several other studies that had focussed exclusively either on successful

or poor performing cases; the SAPAM case studies take both categories

together.



(ii) The selected public enterprises are paired such that the sample includes one

poor performing and one successful from same sector but drawn from two

different countries.

(iii) Again unlike many other studies that assess either the internal management

actions or government policy environment, the present case studies present a

total picture of the factors that affect performance of public enterprises by

examining both internal management policies and practices as well as external

policy environment in which the public enterprises operate.

In deciding to study both cases of success and poor performance, it was felt that

important lessons can be learnt. We can learn from the successful public enterprises the

factors, strategies and institutional arrangements and characteristics that contribute to

success and adapt the lessons to other public enterprises. Equally so, we can learn from the

poor performing enterprises the policies, methods, and institutional weaknesses to be
avoided.

2. OBJECTIVE OF THE SEMINAR

The broad objective of this seminar is to examine the findings of the case studies on

the eight public enterprises in Africa completed so far, with a view to drawing appropriate

lessons for improved management.

Specifically, the Senior Policy Seminar is expected to:

(i) review the practices that were adopted in the poor and successful public

enterprises in a wide areas of management e.g. personnel, marketing,

financing, etc;
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(ii) examine financial performance of both categories of enterprises;

(iii) assess impact of external environment on public enterprise in both categories;

(iv) identify a system of indicators to be used in assessing, monitoring and

improving the performance of public enterprises;

(v) develop policies and practices (techniques) for turnaround of poor performing

public enterprises; and

(vi) develop guidelines of cooperation among African public enterprises i.e.

facilitating exchange of experience and expertise between successful and poor

performing public enterprises.

3. BACKGROUND

This synopsis covers case studies on five public enterprises. These are studies on

National Electric Power Authority (NEPA), Nigeria; Tanganyika Dyeing and Weaving Mills

(SUNGURATEX), Tanzania; the Ethiopian Airlines (the Ethiopian), Ethiopia; Sudan

Airways Corporation (SAC), Sudan; and Uganda Grain Milling Corporation, (UGMD),

Uganda. Case studies on Botswana Meat Commission (BMC) Botswana; Société Béninoise

des Textile (SBT), Bennin; Senegalese Phosphate Company (SPC) Senegal, and Volta Power

Authority (VPA), Ghana; will be presented separately.
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3.1 NATIONAL ELECTRIC POWER AUTHORITY (NEPA), NIGERIA

The National Electric Power Authority (NEPA) was created in 1972 through the

merger of the Electricity Corporation of Nigeria and the Niger Dam Authority. NEPA was

set up as an autonomous commercial enterprise in a monopoly setting. It was charged with

the tasks of planning, generating, transmitting, and selling electricity in Nigeria and even

outside Nigeria. It was to do so efficiently, reliably, and at a minimum cost. It is a public

monopoly with 100 per cent equity holding by the Federal Government of Nigeria. It is

supposed to be an autonomous public enterprise responsible to the general public through

the Minister of mines, Power and Steel. It is subject to ministerial control with respect to

its budget, pricing policy, procurement of funds, and projects approval. The Board and

management of the Authority take final decisions on such issues as the revenue budget;

fixing of financial objectives, assessment of risks, use of profits; as well as appointment

promotion and discipline of staff except that of the Chief Executive. In 1988, NEPA had

total nominal assets of N5,395.2 million; employed 31,049 people; its installed capacity was

3,641.70 (MW) and available capacity amounted to 2,892.70 (MW). In 1985 it sold 6,149.00

million kwh of energy at a cost of N521.02 million. Between 1980 and 1988, sales revenue

increased steadily from N251.9 million to N536.6 million. Other income increased

inconsistently from N19.6 million in 1980 to N20.3 million in 1988. total income doubled

from N271.7 in 1980 to N556.9 million in 1988. During the same period administrative

expenses increased by 490.2 per cent to N3233 million in 1988. Operating expenses rose
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steadily from N 164.6 million in 1980 to N954.8 million in 1988, an increase of 480.1 per

cent. Interest and other charges increased by 696.6 per cent to N313.3 million in 1988. total

expenses increased from N169.2 million in 1980 to N1268.143 million in 1988, an increase

of 649.4 per cent. From 1985 to 1988, NEPA recorded deficits ranging from N56.632

million in 1985 to N711.279 in 1988. NEPA is a case of a loss making enterprise.

3.2 TANGANYIKA DYEING AND WEAVING MILLS LIMITED (SUNGRATEX) was

established as a private firm in 1961. It was nationalized in 1974 and is now a subsidiary

of Tanzania Textile Corporation, (TEXCO), which holds 61 per cent of its shares. The

remaining shares are held by private individuals all of whom now reside abroad. Initially,

the company was managed by members of the founder's family: The Hirjis. Later on

private management firms were engaged to manage the company. Total of United Kingdom

managed the company under contract until June 1983 when they were replaced by local

management. The Director-General of TEXCO is the Chairman of the Board of Directors

of SUNGURATEX. Other board members are appointed by the Minister for Industry.

Private shareholders are also represented on the Board. The company's capacity utilization

has declined from an average of 51.6 per cent in 1980 to an average of 12.66 per cent in

1988. Amounts of cotton spinned declined from kgl.6 million in 1980, to kg0.520 million

in 1989. Weaving and processing declined from a high of mtrs 11.1 million in 1980 to a low

of mtrs 3.5 million in 1989. The number of employees declined from 2800 in 1980 to

around 1700 in 1989. Sales have been raising but only nominally in view of the massive

devaluations of the shilling. Losses have increased from shs3.5 million in 1984 to shs.423.6
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3.4 SUDAN AIRWAYS CORPORATION (SAC) was establish in 1947 as a government

department for the main purpose of providing transport services to Government. It was

allowed to be commercially utilized only when there was excess capacity. With Sudanese

independence in 1956, SAC moved to a more commercially run enterprise. In 1967, it was

declared public corporation. Finally in 1987, it was declared a public company. The

Government continues to hold 90 per cent of SAC's shares. The rest are held by the Sudan

Development Corporation. The history of SAC is one of crisis, massive losses and

mismanagement. The company's fleet consists of 11 large and medium type aircraft. SAC

employs 1826 employees on a full time basis. Another 400 people are employed as casual

staff. SAC's last audited accounts were for the accounts of 1978/79 and the last final

accounts draft prepared for auditing was in 1983/84. There is thus scant information

available. It is a loss making public enterprise.

3.5 THE UGANDA GRAIN MILLING CORPORATION (UGMC) represents a turn-around

case. The company was established in 1955 as a private company, but was slowly

nationalized to the point where government and quasi government organizations own 82.4

per cent of the shares. The rest are owned by private firms and individuals. UGMC is a

holding company with three fully owned subsidiaries and one partially owned subsidiary.

The firm sold 4,916 metric tons of wheat flour; 1,334 metric tons of maize flour; and 4,565

metric tons of animal feeds in 1987/88. The ascendance of political intervention at UGMC



led to a decline between 1980 - 1984. Change of management in 1985 ushered in an era

of recovery which continues to day. Total net assets increased from Ug.sh 70.54 million in

1980 to 546 million in 1989. The company also started recording a profit beginning 1986.

4. EXPLANATORY FACTORS FOR FAILURE.

4.1 TRANSPORTATION/AIRLINE INDUSTRY

Poor performance during the entire life of Sudan Airways Corporation and of the

Ethiopian Airlines during most part of the seventies can be explained by several factors.

These include:

• Pervasive political control and excessive formal and informal intervention in the long

term as well as day to day operations of the airlines.

• A politically determined organizational structure manned by a management team

appointed on the basis of political criteria.

• Frequent changes in the leadership of the airlines. Sudan Airways has had fourteen

general managers in the past twenty years. This has resulted in intense instability,

lowering of morale and led to reduction of staff confidence in management.

• Lack of a sound financial structure. The financial situation of Sudan Airways has

always been dire and ominous.

• Lack of hard currency required for purchasing spare parts, especially rotable items

like tires and brakes; payments for overhaul of equipment especially engines and

avionics etc.
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Failure of SAC to meet its financial obligation to other airlines led to suspension of

its membership in IATA, which in turn resulted in:

(i) Refusal of Airline's tickets by other airlines.

(ii) Cash on delivery requirement for all goods and services delivered to

airline. Company was denied credit facilities.

Lack of strategic planning which left things to drift with the changing currents of

politics and politicians.

Lack of accurate and up-to-date data and information. Consequently many decisions

were made on the basis of assumptions rather than facts. The airline for example

did not know whether it is running at a profit or loss.

An obsolete old fleet, with exorbitant operating costs, coupled with acute difficulty

in obtaining spare parts and other technical services at most foreign airports. Most

aircraft suffered from technological obsolescence and were incompatible with

accepted standards of noise pollution.

Old, outdated and unserviceable ground equipment. This factor reduced the level

of services of the company's aircraft. It also limited the Airlines competitiveness in

rendering ground handling services to other airlines at its national airports.

Physical operating environment has also not been friendly:

(i) Majority of the domestic airfields are gravel thus limiting type and capacity

of fleet flown.

(ii) Runways are not lighted thus limiting flights to day operations only.



(iii) Very high fuel uplifts to guarantee fuel for return journey for lack of fuel in

outer stations substantially reduces payload.

(iv) Lack of navigation aids limits internal flights and makes Jeddah as the only

alternate airport to Khartoum with the extra costs that using it might involve,

(v) Short runways in most domestic airports limit the planes carrying capacities.

4.2 THE MANUFACTURING SECTOR

Within the Manufacturing Sector, explanatory factors for failure include:

• Stiff taxation coupled with demands for all kinds of "tribute" from the political party

and other political forces.

• Declining capacity utilization.

• Shortages of adequate and regular production inputs including:

(i) abundant supplies of water.

(ii) Reliable supplies of parts and spares

(iii) Uninterrupted supplies of dyes and other chemicals used in the manufacturing

process.

(iv) Cotton

• Stiff competition in international markets as well as protectionism and other trade

barriers.

• Precarious financial structure including an acute shortage of foreign exchange.
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• Governments pervasive control and direction of the economy. The Governments

determination of:

(i) Where and how to purchase the main raw materials;

(ii) The management and supply of most if not all the services necessary for

industrial production. These included (a) power-electricity, (b) water, (c)

labour (d)petroleum and other industrial lubricants.

(iii) Salary and wage levels;

(iv) A three tiered corporate management structure that has been bureaucratic,

slow, confusing and expensive.

• Structural adjustment policies resulted in massive devaluations, tight money supply

and high interest rates which led to a steep rise in financial costs. Also liberalization

opened up markets to cheap and under-valued foreign inputs which cut into the

company's market.

4.3 UTILITIES

Failure in sector of utilities can be attributed to:

• Poor financial management practices including: (1) cost inefficiency (2)inability of

management to collect debts when due, (3)inability to control administrative

expenses;

• Poor operational performance evidenced by (1) undercapacity utilization; (2) high

rates of energy wastage in the face of unsatisfied demand; (3) declining labour

productivity, (4) inadequate and inefficient power distribution system.
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• Shortages of skilled manpower combined with inability to retain experienced and well

trained professional and other managerial staff because of poor compensation

structures.

• Appointment of Chief Executives from the ranks of the civil service, the military or

the political class.

• Over-employment especially of a large number of unskilled and semi-skilled labour

leading to high labour costs, and hence high operating ratio.

• Unfavourable economic environment including (a) recurring balance of payment

crisis, high inflation rates, unpredictable variations in the levels of investment and

economic activities. (b)The down-turn in the crude oil prices and output since 1982

and resultant unpredictability of oil revenue made forward planning difficult.

® Changing interest rates led to high cost of borrowing.

• Government's requirement that parastatals bank with the central bank rather than

commercial merchant banks led to losses of possible interest earnings on deposit

accounts.

• Tariff control by government limited commercial autonomy and hindered revenue

generating capability.

4.4 AGRICULTURAL PROCESSING

Poor performance of Uganda Grain Milling Corporation (UGMC) was due to:

• Political intervention and interference in the appointment of the Chief Executives of

the company.
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• Corrupt management which resulted in (a) selling products on credit which was never

collected, (b) massive diversion and conversion of company products by management

and eventually other workers.

4.5 CROSS - SECTORAL COMPARISON

The relevance of several of the above mentioned factors that explain public enterprise

failure cut across sectors. These include:

• Pervasive political interference and control.

• Lack of public enterprise relative autonomy.

• Inept, unprofessional and corrupt management.

• Poor organizational and financial structures.

• Lack of reliable data and information systems.

• The macro-economic environment.

• The physical environment.

• Shortages of critical production inputs.

5. EXPLANATORY FACTORS FOR SUCCESS

5.1 The Ethiopian Airline's impressive success can be attributed to:

• Management autonomy, competence and stability.

Management succeeded to keep the firm free from political interference and

maintained its autonomy while keeping a cordial working relationship with



government as owners and overall controller of its sphere of activity.

Management stability: Average managerial stay has been 5 to 6 years. The last

manager stayed for a decade. Chief executives therefore have had the time to plan

and implement their policies and see the results of their practices.

Profitability objectives of the company were always recognized, clearly spelt out, and

pursued with vigour. Succeeded in minimizing mandatory social objectives.

A tradition of having clear cut policies and plans of short-term and long-term nature

with well formulated strategies and hierarchy of decision centers.

A strict and resolute procedure for manning operations with competent and qualified

personnel. Consequently it has invested heavily in manpower development and

training.

Adopted well and dynamically to continuous change and challenges in its field of

activity. It has accepted competition as a way of life and learnt to be good at it.

Thus it is continuously upgrading its activity, remodelling its infrastructure, adapting

new technology in the industry, forging subtle and aggressive marketing strategies, at

times in anticipation of change.

Good information data collection and processing system. Has installed a culture for

evaluating and monitoring work and follow up results by industry indices.

Developed a superb maintenance and engineering scheme for its airplanes and other

equipment that has made it accident free while minimizing costly repairs.

A viable and appropriate financing strategy that balances risk and profitability.
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• A skill in marketing that is subtle and aggressive based on market research, route

pioneering, competitiveness, innovative customer services and publicity and

modernisation and innovation.

• Diversification of customers, clientele, and services.

5.2 UGMC'S turn-around is explained by the appointment of a competent and confident

management team.

5.3 SUNGURATEX'S survival has largely been due to: Innovative and creative

management that among other things was able to affect:

(i) Minimization of extent of unfair political taxation.

(ii) Aggressive use of registered dealer certificates which enabled company to

avoid payment of sales tax.

(iii) Selective and systematic and fair reduction of work force.

(iv) Selective use of machines.

(v) Use of creative incentives within existing rigid state wage regime to reward

and motivate workforce.

(vi) Tight and efficient management of company finances.

(vii) Judicious choice of product.

(viii) Continuous search for reliable sources of water.

(ix) Securing of reliable and less costly supplies of cotton.

(x) Internal production of spare parts.
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5.4 CROSS SECTORAL COMPARISON

Factors that explain success across sectors include:

• Clear specification and appreciation of enterprise mission and objectives in general

and of financial objectives in particular.

• Competent management that is qualified, experienced and creative.

• Management autonomy and leadership.

• A sound financial structure and good financial management.

• Reliance on modern finance and budgetary tools and procedures, emphasising

importance of pre and post audit.

• Strategic corporate planning.

• Result oriented management based on:

(i) excellent executive leadership

(ii) Decentralization of functions and delegation of powers

(iii) Continuity and stability in management.

(iv) Management by objectives

• Commercial autonomy including:

(i) Limited Ministerial control and political interference

(ii) Freedom to fix the prices of products;

(iii) Freedom to procure funds from both the money and capital market;

(iv) Freedom to invest capital
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(v) Freedom to vary the quality and type of product; and

(vi) Freedom to hire, discipline, and fire staff.

Good labour and industrial relations and practice including;

(i) sound recruitment policy based on merit to ensure the right person for the

right job

(ii) Competitive salary structure and conditions of service

(iii) Promotion based on merit

(iv) Remuneration linked with productivity, e.g. payment of productivity bonus

(v) Emphases on training as a tool for improving staff productivity and job

performance

(vi) Harmonious industrial relations based on constant management/Union

consultations.

Sound macro-economic framework conducive to efficient performance of public

enterprises e.g., monetary and fiscal policies that promote efficient enterprise

performance, and foreign exchange policy that facilitates easy access to foreign

exchange at reasonable cost.

An enabling environment that makes it possible for firms to secure important

production inputs.

6. LESSONS

Several important lessons emerge from the foregoing; It is abundantly clear that successful

firms are those that;
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Possess a very clear conception of enterprise mission and objectives.

Are managed by competent professional management team that is confident,

creative, and innovative.

Management is allowed to stay in post for a reasonable amount of time to allow for

plan and policy formulation, implementation and evaluation.

Maintain and jealously guard the firm's relative operational and strategic autonomy

from government.

Maintain cordial and cooperative relationship with government.

Posses sound organizational structures that combine the needs of effective and

speedy decision making with those of employee creativity and innovativeness.

Have management committed to tools of professional management.

Have sound financial structures and systems of financial control.

Posses good corporate plans and strategies.

Operate in peaceful socio political environment.

Recruit the right types and the right numbers of employees.

Have well thought out training programmes that allows their employees to grow in

and with their jobs and responsibilities.

Maintain productive industrial relations.

Are sensitive to and aware of technological changes and competition, and adapt

quickly and systematically to change.



RECOMMENDATIONS

Governments and public enterprise management must specify and clarify the mission

and objectives of public enterprise

Financial profitability must be consciously accepted as a legitimate major objective

of public enterprise.

Public enterprise management must be given the freedom to manage. Enterprise

autonomy is a necessary sine qua non for managerial success.

Management must be recruited on the bases of merit, especially professional

qualifications, experience and capacity for creativeness and innovativeness.

Enterprise employees must be recruited and promoted on the basis of merit to

ensure the right person for the right job.

A sound competitive salary structure and conditions of service must be developed

and linked to productivity to maximize employee retention and output.

Training must be emphasized as a tool for improving staff productivity and job

performance.

Governments should ensure a sound macro-economic framework including monetary

and fiscal policies that promote efficient enterprise performance and sound and

realistic foreign exchange policies.

Designation and systematic execution of sound corporate plans.

Installation of reliable data and information systems.



Use of modem finance and budgetary tools and procedures including pre and post

audit.

Rehabilitation and periodic modernization of plant, machinery, and other

technological systems.




