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I INTRODUCTTON

The dire econcdc crisis and the demanding neo-libxral classical structural
sAdjustiment Programses (1) have comelled African stahos to carry out bold deve
lopment policy changes: goveritent withdraval from tho trading sector of the
coondiies 1s i in wany couniries throudn privatizztion and dismantlino of
public entreprices in gencral ana state trading organizations in.particular.
H‘_)wevur current expxzriences in this have revealed the limits of nec-liboral
reforms.  Inaany cases, unfair internacional gompetition has brought o an
end operations of mary froductive structurcs. Speculative import-distribution
act1v1 tivs have further . Jonzaruzcm the: mstulse of wmony local firms, -

10C:{eu U Factorics and uanru;}c.Le..s; have increasel aeiployment and
poverty as well as other relatew social strifes (malnutrition, hmer, social
cuonflicts, panditism, environment cegradation cte.j.

This worrying situation was instrumencal in Africa’s reaction to the
traditional structural oojustient procreamacs.  The Africnn countrices have con-
seuently adopted the African Franewori for structural Zojustment Programes
{6F-8iP) uuring the BCA Conference of diinistors held in &3is Apaba, Ethiopia
from 27 derch to 5 april 1329, In doing so, African countrics hawve called
for the matching of snurt term objectives of current structural adjustmont
programes (tay-exclusively fucusscd on achieving financial balances) ~with
necium and long term Jdevelooment objectives which postulate for qrowth and
the progressive tackling of sicial strifes trivgere” Off by adjustment
progranfiks.  One point on which the tr mtluml structur 21 adjustment

pproach “Preachers™ and those. advicating AAF-SiP have now agreed'is that
privatisation and/ur ligquiztion -of public a,ntre.prlsws oF thestrading sector are not
Lanaceas. Time is not yet for rowernment withorawal from the trauing sector
pecause most-hfrican business cl‘zssa are notiyet in a position.to take over.
African states are therefore vrged to adipt and carry out re-structuring and
reform plans for the imestuvement of thestructures and the functioning of
sublic entreprises in general and S10's in particuler.

This altoernative is only énvisaccable if eff ris ave depolyed to carry mt
uojective anu exhaustive analysis of the structures and operaticnal procedurcs
wf those entreprises with 2 view to reforpdng and re-structuring them.

(1) lrostly imposed by the world Bank and the L.M.F.
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In this report, we areundertekin br\ﬁ.(‘" amalysis oF the Structural and
functional characteristics of Ifrican uJ:U hasod on the findings of ‘
consultunts' £icld investigniion carrisc .,ut within ths framework of Jrojoct
Ral 88/012/4/701/51 "helacoive ijem"gur...al Trainiwy ©ox 200 yersonnel for the

~

Jeveloraoic ans nansqement Of JiGYs in Africen oowmtrios south of the .mrm-v‘

The secony st of this report s an attempt to re on the structuring
anl rof rma of 510's ml couortunitics thoey micht _;:f?f;:: - the nromstin of
entre, reneursnip.  Our .osition is that changes in ablic f;ntrenris;s, the rations-
lisotion £ such entra.riscs snd even their ulsmantling cucht to e crraortus .
nities for the creation ~f other tywes of Susinesscs unich would pe able 5 sustain
and remforce the trade econanics Of countrics CorTying than and to ndtigate
social serifes deriving From structursl Adjustment Frooroaanes

COAPTER 1T

africen STO's: Characteristics, missione and ubjk,ctnw"

A,  Characteristics Of african State Trading Organisrtlons (5I0s}

1. Definitions: &i0s are o sub-r.aun of State entertwiscs. If they are
definca os trading Jrganizations there would e no Cifforence between them a
State vroduction crganizetions because the latter :xlq hmf»; a trading functlz;n
It is the exclusively rr-z:s:};utinc_.;' function which mokes OTUs special. S10s

are exlusively trading organizations. They e x..lt"l_,_f \:.At rnal tradineg
o;qm:u.es Zr wlstrmutlm acmpandes thet hancle dunsstic trade.  The Jefinition
~f §10s as exclusively exturnal trading crrmnizotl as oiven by sume authors

is nut satisfactury to the author of this paver 2/ there is no clear Jemarca-
ticn line in African countrics bolwieen um-orting enber;rises and distribution
companics and not only is there often mn extonsin of the sotiviries of the
forrer oy the latter bub in zirican boxder areas Jistribution cowpanies conduct,
nssite of themscelves, trading oeeratione with the neighbouring country or
‘comtries.  Gheonly u.rltg,rl‘ 11 which should be consivarat Seeuas therefore to
oo the verwhelming jrescnoe £ tho Suate in the enterprises” If this was

acce e, Ldxed x.Jer,:At* ns where the State is the naan bluehuldﬁr shouid
als. e inclusd in this Jdefinition.

20 rl} K \..*.L nIrl(.,dIl 5108

africon S70s5 include acricultural marketing boewds, imxort-export conganies
nstional trading o openies, government trading agencies or mixed corporations
in the forw of co=uerative aroncies etc,

2/ Bee Praxy Fernanies in Srate Tracing and Ceveloment, ICPE, 132,
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{a) -Agricultrual rrouice merketing boards

This is tlm. ul&—at Iul'l“ £ African 5T0. Such buoards zre often a carry
e frun the. c,-dlqn.gal pcorind and have served as direct intervention tools
of the peoate in collecting and marketing major agricultural expurt prumm..
AH11 Africon countrics liwe ,u,\_rgl of these $TOs which handle one ur . s,..m.ral
prouaucts sich as coffee, cocon, ten and cotton..

Apart frwl cdllt.ctmuf,, trmb wrting and mrkx_tmr‘ such raw naterlalsg
these marketing buards alsy act often as intermediarvics in distributing
”rJ.CLlltUIuJ. mduts such as, HhCl’lJJ.’?L’% . zc,rtlllzers , Tungicides and svec,is,
thay. axe alo, Tespong ible £ Jr storing crains and assist the btatc‘ in £1xmr‘
vroducer prices and vrer:arm':':‘.wkc_tmg policies, They invest Jdownstream in
JL)rucessa.nf industries such as ual rills 5, flour mills and roasting industries.

The main activity Jf such buards is export but they could alss have a
local distribution {foccstuifs morketing puards) ;n‘ collection retwork. The
currint trend is to replace this network by forners® c,ufu,:f_.ratlves and or
vrivate agents who are padd commissions vhich exanct ths from the traditional
duties of sizing, packing, weighing and storage.

Such poards ore nearly always finomeael by develoyment banks and, when they
lport, thelr supplicr crelits are guarantead by the Stato, Eb{cc,gt in ra.re
coges (Bunegal, Nigeria) the current wave of nrivatization does not affec
such xar.s. rony of these curmpanies, however, have renl managetent rn:qble_m..
and auwd very considerably to the external indebtelness of African cuuntr*s,s.
;ha.y are tywical examples of institutions thot nix the upj\.ctlvas of trau...nr‘
companics with those of htn.col arkd social lI'lStltutlbnEw this lL-CluS e,
orerstatfing, rec tape, the G:Stﬂ,bllbhl&.r‘t of many q;_cls:wnwma.r:mg bo.llps ‘
within one outside the joard, the um:cz:ulumnt of public propéerty ang ncpatlsm
in the: appointinent Of t;k, £’z xuf“e,rlul staff of the-uxtdrprlse..

T

L) Internationsl trodine cumpanics

this category covers a1l the other state trading crganizations dealing
with imsorts ANL/UE G Lrts of sy other ods outside strategic raw
i Lmtf\—rlm.‘la & :s‘-/

3/ dajur agricultural products which Jenerally cover the oulk of exports
of the countries (uore thon 60 ver cent) or irmorted essantial foodstuffs,
for exanyle rice in Senernl.
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There are export-imsort enterprises in several African comtries under
varicus nomes and they deal with quite a wide range of products {(particularly,
imported prooaucts) from foudstuffs, textiles, cl\,thlnu_,, chemicals to spare
parts, capital gouws ard bullding seterials (the rancge of products imported
by the Btluoplan Tport-Export Corporetion cuvers more than 50 tyoes of
articles 40 of which are wonopclies).  Such enteryrises are of relatiwely
recent creaticn andd thoy were cenerally establishal o moeet 2 growing demand
that existing tradins corporations were no longer able to ueet either because
they had not been able o anticipate such doning or because projected invest-
ment had been inadequate., It is, therefore, not corroect to say that the
Statc in this particular case cstablished the enterprise in order to compete
with the private sector.  The tumnover of such cmanlﬁs could sometimes be
wver 100 million United States Gullars and the imsort moncpolies that they
are grantel covere] many proaucts.  rhey often not se wholesale importirs
responsiole for sueolying private acents or state distribution corporations.
However, in sune countries, the same corporation is responsible for buth
imports and local retail distribation which is the case of OFNACOM in the
Congo ana SOMIEX in Mali. The expoert function of such corporations is
limited by the restrictel range of non~traditional export products of African
countries, '

In sume countries, the Crganizational structures of such m;x)rt—exgbrt
chpurauuns o e r-Alatlvelv hizhly sophiticatel with antcr)rlses ard
cepartients specialising in specific nroduct lines. B

Sam: caamtries suwch as Ghana {Ghana Naticnal Trading Company, t:NI‘C) ‘have
another type of import listribution corporaticn,  Such corporations are often
set up to streamline merketing chonnels oo consolidate Jemands in order &0
strangthen the competitiveness of indicenous traders vind are its local dis-
tributors.  They susctimes act as middlemen betweoen international import-
export trading corporations anc redistributors in which case they act as
wholesalers Jdealing in sraller qduntltl&.,a at the national lovel (this is what
happens in fenzaniaj. - : R v

“The Zanbion afd Tanzanian firms INGECO, NIBCO an’ BIY are rather special
cases; they are more holding companics than traling cumpanies in that they
nerely control several specialiscd trading curorations such as the Consurer
Buying Corporation of Zamoia, INDECO HDEESOH, vwoiseni Stores, the National
Druyg Cuampany, the National Import-Exoort Corporation, sanbezi Trading Cumpany
and zok. Similarly, the Zamois Incustrial anc Mining Corporation {(2IMCO)
Coontrols, among others, the N'-wtmnul Imort and Exoort rvr;ratlu,n {(NIEC)
which in turn has ‘subsiliaries.,

3/ Majur agricultural priducts which gencrally cuver the bulk of exports
of the countries (more thon o0 per cont) or imported essential focistuffs,
for exawple rice in cunegal.
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¢} otats saasly aincilh

In Frenchrspeziking fricen countries, such aroncios are called "Direction
QU EeEériclt ana in gnglishesccakos; countries, Dz srtments]l Trading Comoanios.
thelr role is te supply mnurastry ceparbients.  They surchase egaionent
strictly fur e necdd JF covernmnent cogsrtients either iirectly or throuth
the albovesie ntlonsd curp rati.ns.

e ~nalysis of the  _oerati and .dtrtwtun._».,
oL0s Jf some Lurlc‘m CuL.lITL.E'.LLb

It is wery Jiffice™ to wofine the real objuctives of African public
Jramnizations.  Inoecs, there is o cortoin Junlity in the Gefinition of the
ojectives of African STOs. ‘Thore are the statel Oojectives onl unstated
ovjectives are those that are cleorly stipulated in tir. specifications or
Charter of tix enterprise. Juch cojectives are offscet by thoso-that” the' &tate
assigng inplicitly to the adolic enter rise .lepending on circumstances. Crowth
wujectives are guintitative oramcterst that have to take inte acgount the
camercial noture of the business and its ability to -enerate rosoarces in
the sase wannar s orivate firme.  Developnent Cojectives are rathor qualitative.
S310s have to receoncile ocbhjectives Jf CUIITLT‘Eleul efficiency with social
ojectives and this is where nost of thedr oroblems nnd oriticisws against
ther stam froun and moxkes it Jifficult to assess their cotuel —erfonance.
while @i0s are require. to aoke profits they arc alss rdouired to provide jobs
at lewels tint are soactimes incompotivle with their orofitad 111tv and to fix
prlces that have n. resscanilo ceonade hosis whatsoover,

o set OF exllicit objectives cenerally acceotoel as ikdine those of African
STUs hes evwolve from this hotchoactch of theories, o3/

sfrican 8570s shoul.:

{1 Praote the self~reliace of the country in stratecic sectors and
su';r-s«:cut;r:.:,s

(11} Provide the neocussary infrastructure facilities fur o country's
oalanced and Jdiversifisc cconcnde structuce:

(xii} Rewuce ru ,J. nal aisporitios in developent;

(w}  slloecte ong wonege & country's resources efficiently;

Ay Bee in tius resLx.ct J.H. Chiloshe, Thire Worl. Camtries and DeVel\}J"'
rent OJtJ.un.;\\ CGombia, Vikas, 1546,

e als. & synopsis Of State Traciny Orcgandizations (ST0s) activities in
Africa B/E8CITRINC/WP. 1.

ey
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(v} Prevent the concenteasion Jf coonomic power in the hands of o fow
inudvidusis,;

(vi) Gelp to oreate Juis o . st orclactivity:

(vii) Ixinforce socizl o ntro 1 or trade and in. wstry in orler to ensurs
oruuitacle distribution of ¢ooud and services between the urkan and rural. _.rg,a:n

Translotod int. explicit cciserieal terns, such ojectives reguire S10s
o proate wxooros ma concrol thie corketing of strategile products, streamline
inCorts ane oring dovn their oosts \du..\_ cquaranoeing reqular suplies,
strecmline current morketing chonnels ond create chomnels wore likely toomoet
the neews of the veldle in the wban ane rural areas, increase demond by
scnerating joos, moke rofits and reinvest thau usefully. Lot us nlw see how
these general oojectives ore reflecte! in the sisjectives; trade poulicies and
operational colicies of SiOsz of variouws ofricon countries. '

(b} snalysis Jf the tasws, ~.licics and - rationnl structures of
african Si0s

I Frenchesgpeaking fricen countries in oenercl ond in sshegal, Hali, Banin
il the Conge in particular, there are tw. ty,ee of S10s:

(&) &TUs unjer the total control of the stobe which is the s.le share
holoer (OFtealGed in the Conio, ORNC 1n surunad etc.);

(b}  ifixew corpurations in whach the wulk of shore is held by the stote
an the rest vy Jrivate notionel or foreign ceonuaic sxrators (SONADIS in
Senegal, SGHILWN 1n the sigor, COPRO-Nicer ete.).

fhe tasks assigned to chesc tw. tvoes Jf cor: rmatins are cencrally the
same o they state maaopolics (r corporotione with scveral shareh.lisrs. They
have tu: '

(1) ouoly guous to cover thi requirements of the country in line vith
the vricrities established Ly the state;

(1i) Imorove the Crasl walance ,

{ii1} Help to houle inflation Jy acting as a Jrice regulatory rechanisms

{iv) Control the alk JE expirts and st;rea.mline imoorts.

Mgricultural croduce eollectiin ond morkoting poeraticns includding exports
thereof are generally carried cut Ly boaras, state aunopclies whose activities

are suinortel ov co-speratives as in sehwesal or orivete sectur micilemen as
in the case of wall, B
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Uhe marketing of nonetroodtionnl oxlort crooacts ant the dimorot Jt manu-
facture. ana swai o Lma_E,.‘.,L.,.W oalli TN CWTLWNT Congdnel Guods are often thaool
responsibility of mixed fnport-cxoort corsorations bot are sometines under the
totil control of the state (OG04 Congld . Buch cor Crations elithsr have
integrated marketing chonnels cr Jdorend on authorize” rivete redistributors
{SONADLS Senecody .

Nl-:uH‘ iz

Apart fron the state marketinsg Lonvis that expoort il and certain raw
meterials such as cocoa, Jroundnuts; coteon, talu 0il arnd calnekernel oil,
TUDLLY, graing, and tixers, Nicoerio has anly one well-known hoort-exoort STO,
the Niguris wational, Swoly Conpany bdwdted wisC).

he unly ligerion Governmnent State monosoly is the petroleua sectory other
trading activigics are loft to-the pravate scetor,  The HNSC acts as a govern—
m:nt imeat a SICY Tes, nsible £ r covering the requirenents of the Migerion
tate anc its departments; its dnports of floastuffs and othcr ossential
c-;)xm_uitms are relztively small, o

Ghana

There are threc mein S10s in Chana, the Ghona MNational Tradine Cornoration,
the Ghana daticnal Procurcment soency anc the ¢hana Swoply Comnissiong Ghana
also has agriceitural groiuce arketin, Leares incluling the Cocua dlarketing
Board.

e role assitmed to Cnanadon, §T03 is to bring in the bulk of the country's
ligoorts @yl to serve 2s vhans's sole ropresentatives in bilateral transactions
Detvieen Gholia ana tie Suclalist countries of Zustorn Surope ans etween Chane
ma o some Africen contrics., ,

The Ghana Supoly Cuamdssion, is agovermant im rt agency respunsinle for
supplyinyg the state’s neecs in stationery, ffice mechines and egaipment,
frinted nattor anl so .n. It charces o cuamdssion of 1 to 3 ser cent to
cover the cost of its activities.

the Ghons sational Procurawent .genoy has the mony oly for imsortine
<ssentia 1 cunfoditics such as whent, rice, sugar, meat, fertilizers, ircn bars,
outton anu paver in palk. Por econuadde reasons, that mon soly wos reduced
m 1977 to 2 were concrol of \.h\, J.‘:‘tiVitit'_ib of teaddng qu.t_,_,r..d-.tl ne L,ealm(._r
in such pruducts.

The Ghana dational Froddns Corpocotion fpores anl dstributes a varied
rance of mercarcise from machines and. ther equiament to electric avs llanops
and textiles, pharmaceuticals, . rinks, trucks an’ soore parts.
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The CGhane Export Company Limited Jeals with non-traditicnal exgorts.

Kenya

LThe Kenya MNotionnl Tracdng Corporation (RNC) was estzlblished in 1966 to
take over the winlesale and retail trade from forein operators. The task
assicneq to KWIC was to distribute assential cunsumer goous, market Kemyan
manufacturcd mrosucts anl act as o partner for the socialist countries with
which Kenya has sicnel bilateral agreenents.

wonrt from its "indigenization® mission, the KIC hes Leen asicnel the
followin.g sbjectives:

(1) seducing the number of middlanen octween manufacturers and consSumers
by streamlining caistxjibutiung

{ii) Hyl,mv to r\_\.u:' consumer prices in order to benefit’ low-incums
CoNSWErs in z,arta.cular, ‘

(iii) nsuranc, at the Jiscretion of the Guvernment, control of trade in
stratoegic prooaucts;

{iv) kxoorting or pr ,mutm-- the expxact of Kenyan products that are not
craditicnally exported; ' ' T

(v) Uniertakin~ inpcrt activities and acting as an import requlatory
mechanism at the Jdscretion of the Governmant;

(vi) sstablishing ond )r‘u.n,uu.; trada w:.th g,ountrlx.s that have signed
agrenents with Zenya;

{vii} Promcting trade with other African couniries.

The KNIC Jives preforence to %,nyan prwuctb whon they are in ccn:x,tJ.tJ.
with products tw be m;,.)rta from abroad

Tanzania
. the Boaru of Internal Trace (BIT) is a sort of holding company which
controls six import saosm:.a.rlus unu 12 re_ﬂlonal Jdistribution camganies. The
importing oranches are:
(i) The Acricultural and Industrial Supplies Conpanys

(iﬁ.) The Buildin Hardware and dlectrical Supolics Corpany;

(1ii) The General Fowd Cliganys;
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{iii) The Dusstic ippliconces anl Bicycle Comenys
(iv) The General Fuodl Corponys;
{v} The Householl ouJLn\ﬂs Comoony ;

! i(vi)’ The Iational Ehirmﬁceutical Conpany.

. The missions assicnew to the BIT and other State Corpurations were
- stipulated:in the Arusha Declaration of 1567. Their tosks are to:

Fra

T vd) Cmelp oo establish more agalitarian society Ly <nsuring that the
spincffs from wovelopment reach the wnole country;

(viii) delp to irfgplaamt "Ujamaa” for the development of the rural areas;

S{ix) Help to mobilize national rescurces in orler to ensure that the
Tanzanian econcy is self~reliont;
© k) Belp to cransform ecenoic an sceial structures through o ropid
exoansion in produetion capacitics;

" {xi) Promote eConld ic co~uperation with other African countries.

The BIT monitors the activities of its six import affiliates anl orients
such activities towards the most competitive sources of sunply OF towards
supplicrs whose countries have sicneu nreferential trade oy ecments with

Tanzaniz. The BIT also gives privrity to local producers. It ensures the
integration of external frae channels with Sumestic trade channels throuch the
links established by its import cranches anl reqimal distribution cornurations
regoonsiole for Sistributing imorted products in the varicus regicns of the

countxy.

i cunsiderable pertion of fanzania's trade with Jeveloping countries and
the socialist countries of Eastern Lurcpe anc China is carried by the BIT.

Bormoia

The rost important 510 is the Wational Tiport-Export Corporation which,
" as it has been pointed out earlier on, is an outcrowth of the Zadion
Incustrial ana Mining.Corporation (21i4C0) . The HIEC controls importing firms
and local distribution corperations. It also acts as o State importing
agency fur the specific requirerents of Government Separtments, It also
serves as a consumer price redqulatory mechanian by giving the Zambian State
appropriate pointers regarding pricing.

|
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BEthioia

The Ethiopian Import~Iport Corporation (ETIMEX) was creatad recently in

1975, In 10 years, its turnover increased from US: 5 millicn to more than
US: 100 million. The activities of EYIMEX are for the moment focused
exclusivedly on the import of a wide range of products from industrial raw
materials to current consumcr products such as foodstuffs and textiles,
machifies and éguiprent, building materials and chemcials. although ETTHEX

is whuer the Ministry of External Trace, it has autonomy in the menaganent of
its gperations. Structurally, it is spilit into specialized corporations
“acccrding to okocducts. ETRMEX covers, at the moment, nearly 80 per cent of
the country's imports, The redistribution of imported merchendize by the
 corperation is carried out by the Ethicpion Dumestic Distribution Corporation
{DC) vhich is the STO responsinle for domestic trade. ETIMEX alsc supplies
private sectur sperators.

Ethicpia has specialized corporations that handle the exports Of specific
products: coffee is exportel by the C sffee rarketing Board, hides and skins oy
the Eides and SKins Corporatiin, oil by the 0il Seeds and Pulses Corporation,
cured. leather anc shoes by the Ieather and Shoes Corporation and sG on.

The TeGium-tera transfer of certain export activities to EITMEX would
appear to indicate an expansion in its activities. It already co-crdinates
import and export trade resulting from bilateral agreements signed by Ethiopia
with cther countries incluiing Yarter trade agreements.

e, : w4

Byt

Eqypt has nearly tiree Gecades of experience in menagzing SIOs. Thic
weculiarity of Egyptian ST10s is that they are the cnly STCs in Africa which
have their own internaticnal networks. They were quick to grasp the importance
of trade among develooing countries. El Nasr Import and Export Company has
nranches in a nuncer of Afriton cuuntries namely, Semegal, Mauritania, Hali,
Burkina Faso, Sierra Ledne, Likeria, Ghana, Togo, Benin, XKenya, Upnda,
fambia, Baire, the Conzo, the Central African Fepuplic, Nigeria, Wiger,

Chad, the Swian, Camercon and Tanzania. El Nasr is alse established in France,
Tran, Kuwait, Jordan, Syria and the Lebanon. '

] Husr has a tumover of nearly Us. 500 millicn. It exourts textiles
and cctton yarn, crude petroleun and petroleum products, rice, live animals,
retallurgical products and it ligorts swear, food vpils, cattle, cement, maize

disr Lport anc Export is turned more towards ’Em merkets and is
established in Incia, Bangladesh, Sri Lenka where it 1is represented by the
Egyption Trade Centre. In hfrica, it has contacts with Somaliz and Ethiopia
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where it is implementing a barter trade agreement with ETIMEX. Misr Import
and. Expurt exports quite a considerable range of products including chemicals,
pharmaceuticals and medical equipment, fooustuffs, metals, weaving equipment,
furniture and handicrafts. It imports machiires and equipment, foodstuffs
such as flour, maize, sugar, animal fats, raw and refined fats, tea, coffee,
aploes, grated cocunut, various chemicals, metals and yarn, jute bags and
propylene.

With a few exceptions, the structures and chiectives of the STOs of
other African countries are quite similar to those that are the subject of
this analysis. The structures and Gbjectives of STOs cbvicusly have an impact
on their menacement and efficiency, The analysis of the impact of the structures
and bjectives of African STOs un their cumercial manacement is one of the
focal points of this stuly. | .

CHAPTER ITT
- MANAGRMENT OF AFKICAN STATE TRADING ORGANIZATIONS

.. Management is the art of quiding an organizaticn or enterprise and ensur~
ing that -it is constantly able to seize upportunities offered by the. business
environment and to overcome problems arising fram the same envircnment. This
assures that the organization ¢r enterprise has the appropriate means which,
when used cptimally, couly provide atequate answers to the problems posed
by the forces in clay in the environment. These conditions remain relevant
regardless of the form of the orgenization and its place of cperaticns and
reganiless of whether it is a private or State corporation.  African State
Trading Organizations (ST0s) are also therefore subject to this rule. - Regu~
Clatien or guidance is, however, less easy in the case of a public corporation
because the weight of the State with all its political, administrative and
sceial implications is added to the combercial environment., The =
of the huwwen, material and financial resources available mzke it even more
. Gifficult tu propetly manage African public enterprises in varticular and even
Tore so in-the case of African STOs. The current debate on the State sector
«4n Africa concerns.management problems and the efficiency of ST0s. Poor:
enagement is deldberately put forward as the main, if not the sole reascn,
fgr the failure iof African SIOs. ‘ C

-The aim of any form of managenent is the efficient utilizaticn of available
resources to achicve the cbjectives of the enterprise. This, of course,
assumes that adequate resources are provided o carry out the objectives of the
enterprise and that the manacers of such enterprises are given aporopriate power.
What Goes the situation lock like as far as the manacement of African STOs is
rned? _



L/ BCAy THADE/653/18
Page Y2

£, Defining the Objectives of African SIOs 5/

.Pefining the Jdbijectives of an enterprise is a crucial nnnaqemnt decision.

~.:On this Gefinition will cerend that wrganizationsl structures, and the amount of

o LFesources required. (human, financial and material resources). It could be

said that those. who uefined the initial ubjectives of the enterprise are
. ecnsiderably responsible fir its success or failure although praise or bleme is
always laid on the shoulders of the managers Of the enterprise,

The vbjectives assicned to African 5T0s are often bally defined or are

not relevant to cunncrcial orcanizations, The primary cbiectives of a

- cumercial enterprisc is that it shéuld make profit ani in establishing SIOs,
-, @1l the Africen countries of coursé'mentioneu that chjective. While in a

- normal situation the profit-making objective is a crucial one for the tracing
camany, in the case of African STUs, this vricrity seams to be divided

between profit, sucial dbjectives and Political objectives. Social and
pelitical cbjectives ceven take priority over the profitmeking cbjective in the
course of the constant redefinition of objectives carried out by the authorities
for reasons of political as well as econcnic expediency. This is in contradic-
tion with correct trade curporation management which precisely requires that
social and perhaps gclitical objectives should derend on the profitmaking
wbjective and that social objectives should £low from proluctivity and not the
cooreverse. To this should be adled the fact that the various objectives defined
. fur the same enterprise are incompatible, The STOs of developing countries

", should, as it has been explained, cortainly bo asked to act as direct control

mechanisms of thetrade sector and tools fur development;. however, enterprises
cannct be expectoed to be profituble when they are required, for instance, to
- employ twice as many workers as they actually necded or have the capacity to
absorb which was the case of ONCAD in Seneqal. The excuse. of stupping
Anflation and guaranteeing the purchasing pmer of the people could not be used
- either to request a traling conpany to fix prices below its actual costs and
- expect it at the same time 0 make profits and not to benefit from State sube-
sidies (see the case Of the KNIC in Kenya anc BIT ir Wenzznia which have been
- requested not to pass on any rises in the prices of goods to consumers even
if such guods have to be sold below their cost price).

There is, therefore, an chvious lack of discernment in how the order of
priorities of African STO cbjectives are defined, a lack of consistancy in
defined cbjectives and incampatibility between objectives. Managers of ST0s
even wonder if their enterprises have real Zrowth chbjectives. The state of
affairs is the result of the incumpetence of fhose respnsible for defining
the objectaves. They are'politicians withnomanaqlenent experience whatso—
ever and-unaware of the requirements of &’ trading concern.  Such men are
rarely anagers. In our opinion,: tl‘e--‘-obiectives_ of $10s should be defined
at two- levels: B h

i

. .-
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(&) ‘The State authurities should Jefine the terms Of reference, i.e.
broazu guidelines in the light of econcmic options and the development Dlang

(b} The managers and corprration directors should fefine the uhjectives
of the curporation as a commercial entity. This grous should decide on the
Proper balance in resources and jobs and the growth and profitmaking objectives.

B. The actual power of African 5T0s and how such power is cumbined in the
managenent of the (rganizatlions: Management autoncmy, & nust

It is not encugh to Jdefine the Jbjectives Of the enterprise and the volume
of rescurces required to attain such cbjectives. The provision of appropriate
humen, fincneial anc material rescurces Joes not guarantee the proper operation
of an enterprise or its ability to make profits; the actunl decison-making
power and the inucpenlonce Of manaters which is the conscaquence of such Dower
are crucial questions in the management of public enterorises and of 5T0s in
particular. They raise the problem of relations between the Stote and the public
enterprise and the problem of $90 Jecisicn-making centres.

. State control

When they arce established, most African 8T0s are consicierad rather as
cutgrowths Of State departments and of the Ministry of Trade in particular.,
Therefoure, in the eyes of the suervisory minister and of his staff, the entor-
prise is a sort of "Uperational department"” Of the cabinet whose role is to
cenauct comercial operaticns.  This explains why in meny cases the directors
of African 5T0s are very often fumer maders of the central State department
specifically secunded tu act as Jdirectors of §T0s. In most African countries,
a sort of monitoring structure playing the role of a management unit is
quickly created within the suxrvisory ministry. This unit follows almost
daily the activities of STOs and sulmits for the minister’s approval decisicns
relating not Only to the general policy of 5TOs but often alss to their cummercial
managenent, The cirect hierarchical relations between the monacement of the
ST0 and the managekent unit the behaviour of the secondel Givector favour
such a situation, <#ost directors Of African ST0s &5 not in fact direct their
enterprises. In.ordsr to keep their job, they prefer to £0llow the supervisory
ministers. It is therefore not swprising that the $T0s .OF ‘several African
coamtries cperate in a very bureaucratic style and arc unable to fulfil any
<f the business;ubjectives thoy are assigned. 'The menagsiont of a business
Yequires rapid decisicn-making, a keen sense of cmiercial risk and sometimes
total discretion which are:in cuntradiction with the submission of Jraft
“ecisions tou a minister for his approval or even the Mrect negotiation of
oontracts: by the. same ministor, - If STOs are &9 be manzged like real businesses,
their Jdirectors uust e given a free hand in decision-making. It is ah
illusion to think that public enterprises can be iven cumplete autonany just
as it is an illusicn to Lelieve that the total desendence of STO directors is
Capatible with proper business managoment. Once the broat policies have been
efined, managament decisions should be left +o the managers who should be
Judged on their performance.
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2, Decisiun-making céntres within STOs

We have seen that in their relations with the State, some $0s suffer fron .
the fact that they are Jirxectew fram sutside. Splits in the decision-moking
power within Si0s relate’ to the monner of recruitment of the managerial
staff is also noteu., Im some sfrican countries, Jdivisions within the ruling
party arce reflected in the public enterpprises and struggles among factions

an hring. the activitics of $10s tu a standstill. S.ume factions mobilize

trade uniuns acainst the moanacement sthers ask the monagerial staff to
ulSI‘E.Cj’aIu the authority of the Director CGencral. This situation is, of course
incompétible with the managancnt Of a business. B '

3. A break frum bureaucratic and political interference: “cuntrat plans®

"Contrat plans" are not on African invention, They were introduced into
sune African countrics including Senegal by foreign experts who drew their
inspiration from the I'L-lutlmchl s between the: gtau and SI0s in Frahce over
the past 20 years. The terms "contrat-orocramns®, "contrat entreprises”
and "econtrat plans” in fact mean the sare thirry. The State . introduced this
systain of public enterprise control in an attempt to clarlfy the ubjectives of
510s anc W enoourage such entorpriscs to e aubnmu&. in? thg.:rr maxhﬁcrrent.

Under “cuntrat plms“ ; State cuntrul ]..D.VulVb-‘: only the apﬁjomtm.—_nt of
STO directors anu the inspecticon of 510 managurent after the structures have been
established. The sState and public enterjrise become Lartners linked by a
mitually agreed menagement contract. The contract Jefings the strategy to
be followen by the STO in the light of the cljectives cf the state and indicates
axplicitly (guantified munagament ingicators) the managaent objectives. Once
the contract has leen sivmed v the swervisory ministry and the divectors of
the S0, manacement wecisions are no longer subject to pricr Stote authoriza-
tion sc long as thoey Jdo not jecpardize the strateqgy laid Jdown in the contract.
The State is rewresenteu on the governing board just as are the other contract-
ing parties (local authorities, managerial staff of the enterprise, trace
unions, ete.) and its representatives are there to express their own cpinion
on the running of thoe enterprise and not tou impose orders received from the
supervisory ministry {(thoy Jo not have casting votes).

The "contract plan® is also a useful means of evaluaticn &/ the public
enterprises since it offers accurate reference data and c.X‘QllCltly g@stablishes
the responsibility of the directors of the enterprise.

The cuntract plan roestablishes the Lalance etwecn State control and
the autonuny of puolic enterprise.
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The Al"rlcan States, th.it IuVa, :mo.»ta,m the systu_m of.. "c,ontrat plans® have
accejted it as a means of extricating themselwves from the financial burden laid
on them Ly mc,i:_f.lca.e.nt $10s. In the initial vrocess. of inplementing “contrat
plans”® suame progress has been noted in the performances of certain African
public organizations particularly in Senemal where the gstablishment of a
"contrat plan” with SOTRAC (Société Je Transport: du Cap . Vext) has brought
abouat ‘Tmtablr_ decrease in the manacement defiecit of the enterprise. It
would be interesting to sce what the outcume of a strict  implementation of
.a .“cuntlat plan" on an African STO would be. So far, p the supervisory
cinistries still interferc even in cases where it is stated that the principle
of autcnomous wanagement Jefined by the "contrat" nlan is respected. The _
lack of experience of States and menagerial staff of African STOs is perhaps.:
to blame for this. s

I
e
”~

C. bilization of resources and their use in managing African STOs

In the introaiuction to this stuuy, it was stated that the s,watbL on African
state traving crganizations is a Jdebate on the mopilization anc optimal use
of resources available to ifrican States. The debate has been further shar-
penea by the stark scarcity of such resources in African countries, " Good
menagement Jepends on the availability of resources and their efficient use.
Let us see what the situation is like in this regard in African Si0s. .

1. Huien resources

hs far as numan resSOUrces are cuncertks, african ST0s have a problem of "
Jquantity and a problem of cuality.

Quanti ity When wost of the african ST0s were established, the avthorities
cuncerned ia not uwncortake thorsuch plannming of the humen resources .in line
with the requirements of the businesses. EBEven when crganizational charts were:
prepared considerable changes were soon mads to them solely to inclwie: add:l.—
ticmal staff who were hirea on the basis of coriteria which had had Mlu‘bely
no connecticn with the proger cpevation or profitability of the STO.  Compared
to similar businesses in the wrivate soctor, Africon Stote ente.rr‘rlses use too
many staff (at least 30 ror cent wmore). Staff costs arc often one of a factors
that affect the profitaidility of sfrican ST0s. This is the result of the
daclared or undeclarel intenticn of the State to make the public enterprise
a machinery for absorbing unemployient at all costs and a means of satisfying
a pelitical clientele in search.of jobs. Instead of praasting new investients
to cuntrol unanployient, the State overstaffs the few enterurises wider its

&/ For the asscssment criteric of a public enterprise see MSE El
Naeki, &n spprcach to the Bvaluation of the Performance of State Trading
Oranlzations in Devel ping Countrics, RVB Delf Helland.
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direct control. The African public enterprise does not recruit its persormel;
such personnel is imposed on it from various sources such as political authori-
ties, religious leaders and even the members of the families of the Cirectors
of the enterprise. Such overstaffing decreases the productivity of the
enterprisé: and helps to transform it into a complex bureaucracy.

aality: farlier on, it was stated that the managerial staff of African
$T0s is very often an outgrowth of ministerial cabinets. In some States,
including Senegal, nost Directors-General of Public Enterprises are either
former technical advisers to the supervisory ministers, former state inspectors
or fommer nernbers of the Office of the rresident or former ministers; regardless
of what skills such administrators might have in thedr ficld of competence, th(.y
ndithér have the training nor the experience required to manage a business.. ...
There 15 a difference between public administration and menagemoent of a Ly
busifidgss, Bometimes the priority given to the political criterion in select= -
ing Directors mekes public enterprises have more politicions than competent
manogerial seaff ond this does not allow the a.nt\.rprlse to function samcothly.

2, Fmanc:.al and HDtk_.rlul e sources

‘ (“1) an\*.btl'LntS

We mentioned the mportance of -the .L(i@OlO("lC'al md polltlc,al factor in the
creation of African STOs. There is’a certain spontaneity in the selection of
investnents., (ni: is sametines surprised to find that practically no serious -
feasibility studies were carried out prior to the creation of most of the
African 5T0s or even when such studies were carried out thev were used only
as excuses because tha conclusions of the studies were quickly sacrificed
to the whims of the politicians who determined before hand the stape of the
naw ahterprise cven before implamencation of the studices. The case of the -
Incian enterprise liindustan Alunminiun which was established on the assumption
that™a power source was availuble; which when it was built it was realized
that the power: source ‘did not éxist. :There is also the case of the mongd -
juice production dompany which was established without raking sure that the raby
materizxl was availablza., 7/ such cases are not rare in Africa.  Hany weré the
J.nm._st ents thot were mode without any prior studies wh:Lch turned out to ‘be
a waste of resources. S

-7/ Reported by P. Fernandes in Public Entcrprises and the Bottomline,
article published in Financial Profitability and losses in Public Enterprises
of Ixveluping countries, aditea by Zia U, Ahmed, ICPE.
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(bj Fincneind structurcs of sfricon S50z

S ipatind investuent of the state malnly goog into fixed STO assets.
alrost everywhore, the mistoke was misk of  thinking of the commreizl nature of
$TUs ond neglecting tie funding of at least part of tho operating costs from
oquity capital. The Jdirectors of s were requested only €0 utilize supislica
credits and; c:,gf" ank credits totever their operations. the costs of such
crecits an terie of interist and other chargid may be 50 hoavy that they eat into
the profit margin of the nteririse. African 8103 in porticular, and even som
orivate African husiness have pronlens of revolving Hiwes which, namer theix
proper opetstion £{ in a nostile panking envivonment. This inck of revolving
funds 18 often agirmvated by the lack of campetencs in fintncial mondcent
within’ suchi’ enterprise which rosults in the fact thit even when the busingss
is providéd with & revolving funu, the pocr credit policy to clients ard the
naphzecrd nenagavert of stocks (over stocking) wipe outthe finwmeisl ~utonoy
of the business. There is also the qeneral insufficioney of Finmcial |
resourous of Africen 510s in rolationship to theix ~gsigned cojectivas.  dhs
social missions and objectives are rarely considared whien the finencinl
roquirasents ar: Deldnd azsesses and socinl achievamsnts X hardly  COmpunsatac
for. the excess stafi that T0s oxe foroed to maintain, o8 well As 1OSSGs On
sales prices when tho state Keeds such prices below the sctual cogts of the
musiness, are not compensatea for or if they are, the subsidies that are
supposedG tu cover them are paia very latc arc at = rabe which does not take
ints sccount the operziing cycle of the $I0.

Lo susiness monacgosent

i

(2) Domestic wrau

Tn the classificotion of Africon ST0s described nbove, mention was maGe Of
fuport distribution 5ICs whdich banale yoth internacional trade and local’
distribution (dosestic trade} .  Some of these comoanics nove their own netWork
of shops maraged oy tholr oW ct-fF; such is the case of the Office Faticnal
de Climerce du Jungs - OFHRCOE.  Other TOg such as SONADIS in Sunegal approsc

stic distribution indirectly by authorizing locoi distributors whe pay
BUdepOSEt by Uperiie under their name, In some cases, the local distri-
; rce Incddsondent sad Ao not use the nae uE the 590, '

L fee . Tine, ‘iduoire sur ie fond de rouldme Sit dos entrenrisés

sénégalaises.’ Universitc G wakor, aNSUT.
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Under the dircet approach, the SI0 is solely responsible for the whole
distrioution network apc ite decentralizaticn in the rural areas. Sone
distributicn units are often ostablished under this approach in defiance of
any rationality or notion <f profitapiliey.

In the case of the network of licensed distributors (the indirect approach),
the image and guatantec of tha ST0 are maintained and the STO participates in
pramoting a class of local traders which it trains in th: rudiments of busincss
managerent and to which it provides nanogement assistance through a body of trade
inspectors. The nergin Of manceuvre of this class of traders is, however,
limited in taat their prices and the range of products that they distribute are
dotermined by the S10 that authorizes them to trade. On the cther hand, the
STU has no cuntrol whatsoever cn the independent craders that it pramstes. They
set up shup where they wish =nd sell as much as they want and are subject to
the general regulations of the country. The STO's assistance to them is
limited to ensuring that they have reoulor supplics and supplicr credits (GNIC
played a similar role in Ghena). : '

(b} Impurt management

(1) Justification and conditions

For nearly 20 years, trade promotion policies and progrommes in Africa
concentrated mainly on exports. Awareness of the imporctance of management
and import contzul is recent. It is probobly the recent foreign exchange
crisis which has brought about such awareness. African States have understood
that management of foreign exchange res urces makes it possible to requlate
both the inflow and wutflow of such res.urces. Care should be taken to ensure
that the fureign exchange earned through exports should not be vasted on
weontrolles and/or over-valued imports. African States have two options for
streamlining imp.rts: “administrative monasement” which entails the establish~
ment of import regulations and leaves Cperations €O independent traders or
“"direct" impurt ionagement by the State operator, therefore, through State
corporations created with that end in view, Ixperience has demonstrated that
import regulation through taxes, tariff and monetary arrangenents  (import
depusits, variable exchange rates) and the issue of licenses and prohibition
has only a relative impact cn the management of imports and the chamnelling Jf
imports tuwards development cbjectives. All these requlations are easily
avoided tirough the corruption of the civil servants responsible for imple-
menting them. Direct control by the S10s, therefors, seas to be the safest
option. Ewen in the States that have importing Si0s, both types of control
oxist side by side because of the mixed nature of the ecunomy but direct
control is predcainant in some African countries such 2s Ethiopia, Angole,
Tanzania, Zaibiz, Algeria ond E-vot. African States also prefer "direct" mana
managenent in ordey to ensure that there is a regqular supply of essential
coamidities and to keep price fluctuations down to limits that are acceptable
o consumers. The States 2lso want to ensure that their conmitments under
pilateral agreements ore met.
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The intervention of STOs should alss cnabie African States to make eecnomies
of scale, use wmports as negotisting wespons o proacte exworts and to
counter-oalmee Lmoorting transnational corporztions.

Import planning ond menagament oy the Africon 510s are carried ocut within
an atwosphere of cunstraints to which African public enterprises are generally
subjected:

- {a) The control of markets by the State inposcs rizid purchase procedures:
above certain sums tendering of bids is chligatory and tho menagement of the
STO has no cuntrsl whatscever on the deeision of the naticnal contracts
cantittee - this is the case in senegal;

(b} In view of the foregoing, freely negotiated contracts play only a
“small role in the purchases of the ST0s concerned ond it is therefure not
possible fur them to sign long-term contracts with supplicrs and in 80 . doing,
to Obtain better temms; '

(©) “he dmpossiblility Of guarantecing the independence of decisions
regarding purchase and f keepine neqgotiations secret., In some enterprises,
decisions regarding parchases regardless of the size of the contract are made
by a cumittee cumprising managerial staff of the énterprise which is the case
of EITMEX in Bthicpias

(3} The lack of infurmation on possible suurces of supply, on prices
and trade proctices;

(¢} The shortoge of expurienced trade _fficers,

(£) 7The forcign exchange crisis and cumbersire procedures for obtaining
Import licenses ond paving supplicrs,

In most Africon countries, Macro-eConomic planning is not descriptive
enough with regard to secturs to offer clear references fur the plamiing or
programme Jfficers of importing STOs. ixternal trade planning figqures often
do net have solid wrmirical foundatiins and thercfore STOs that are given
moncpolies arc obliged to make risky estimates. The relaticns between STOs
and central planning also raise scerious probloms when the roints of view of the
‘directors of the enterprise and thuse of ceéntral olanners diverge and the latter
have no idea whatsowver of the marketing approach that the STOs are trying to
describe,

In Africen S890s proper, therc is often no planning. Host African STOs
do nut have a planning <dcpartment and handle demand on a daily basis and in
an approximate manner and this is what causcs the frequent shortages and
encpmous fitencidl charoes that xosult frum an improper ranagement Of orders
and stocks. vhen the planning function is left to the trade department, which
is often the case in Afric:, it does not have proper tools o carry it out
effectively {there is 4 -lack of relisbleé information, lack cf serious studies
¢n demand, no ~ quantitotive and qualitative assessment of supply <tc.).
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it is therefore under such Jdifficult conditions that African S10s carry
aut. (1f they do so) the planning and managanent of imports. Let us nwW. seg
how those -African 870s that plan J4o su. '

(i1} The planning process

Dapand assessuent

This is a crucial phase in the plamning and management of imports. In
most cases. such assessment is based on historical dota and is Jdone by
extrapolation. No consultations arc carriad out on the figures obtained
cutside the enterprise ond, in many African STOs, this leads to an wnder-
assessent and very rarcly to an over-assessient of damond. In rare cases,
such historical wxtrapsclaticn is preceded and/or followed by systematic
consultations with assceiations of users within the chavbers of commerce,
users of the parastatal sector and; as a last resort, the national planning
Jepartnent.  Such consulaticn permits an assessrent Of quantities and yields
gualitative Jdata which could serve as a basis for breaking down the demand
and identifying appropriate scurces for supply.

Product strategies and purchase strategics

As far as product and purchase strategies are concerned, the hands of
African 810s are tiuxd by political considerations and commitrents made by the
State. The praducts to be purchaseG and the sources of supply are often
Jetermined before hand anl forced un the enterprise by varicous factors that
tichellie Suint rare calls the cconomic tropisms ~f warketing channels 9/.

If sclutions to th~_ commercial policies of STOs such as advertising are
pussible to overcome the lack of adequate information (purchasers do not have
a cumplete picture of the conditions of the market and the various possible
sources Of supply) and psychological rigidity (purchasing and consumption
habits), institutional rigidity such as preferential trade agrecments, tied
aid, direct financial links and monetary zones is more insidicus and in fact
forces partners on African 8TOs. This obwiously restricts their margin of
manceuvre.  african SI0s therefore 4o not Jperate in a competitive environment
that is perfect or even relative which allows them to choose product strategies
and import markets, In the short term, African STOs should identify products
that are nut subject to quotas in the import programee and try to initiate a
prccess of diversifying their scurces pending the lifting by the governments
of the instituticnal constraints that tie the countries often to the former
culonial powers or to maltilateral co-operation agencics such as the Burupean
Economic Commmity.

, At ancther level, the lack of information un market trends and the lack of
gerious analysis of available data do not enable aAfrican SICs to purchase
at the appropriate time and at appropriate prices and to avoid shortages or

- «wer-stocking which are factors that have an impact on the profitability of

.. the enterprise.

. .. 9/ Hichelle Saint r’ia.rc, "Cameéree Extérieur Jde Jdevelopment, SEDES
pages 175-1957, '
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{iii) Physical wenagavent of ourchases

- e

This is the most worrying aspect in the process of acguiring and manging
imports. The lusses suffercd by .frican $TOs in this arxea often cancel Lut
all their effurts elsewhere t. streanline mansgement., High forwarding costs
{transport, transit etc.). anl the excessively high financial expenditure
incurred as a result of the poor physical managoment of purchases hove a
great deal to do with the pocr performances of importing African STOs. The
causes of such poor’ performances are poor planning of ruarchases, transport,
storage and distribution. Even when the State lays down stzndards in this
area, there arc problems in their implementation because the agents of the
supply departments of the public enterprises lack the aprropriate skills,

Physical management begins from the G < assessnont phase; the ga
guantitative aspect of this assessment has alrealdy been mentioned. The quali-
tative aspect concerns mainly the definition of quality stendards to reduce the
range of articles to be purchased and to ensur: that they meet the requirenents
of consuners. It is of course the responsibility of the national standar-
dization agency to define stendards at the national lewvel but in most African
camtries =ven if such an ajgoncy exists, it is inactive an has not been able
to develop encugh stanianis to cover the oroducts imported by the STO0s. The
Ethicpian Institute of Standardization, which is one of the best structured and
most active in iAfrica, has preparsi stendards for only a limited range of
products imported by ETIMEX and the other Ethiopian $i0s. 'The purchasers of
African ST0s are therefore often left t themselves in this area and their
limited knowledge of some products ues not help them. Vary few ST0s in
Africa have made the offort to ramcdy this situstion by preparing purchasing
menual on procedures and prooucts.  The prublem of standards is wider than the

products themselves and concerns sther aspacts such as Lrocessing and packaging
~which in turn are affectel Sy the quality of handling and transport. The

use of the standards of the Intermational crganization for Standardization, would
oe a short-tern scluticn but it should not be forgotten that such standards were
often Jdefincd in contexts thot are different from those of African countries.

It is, therefore, hopeld that the daircbi based Africon Roricnal Stadardiza-

tion Organization (ARSO) will be able to help in speeding wp efforts of African
cauntries in this area at the national end regional levels.

Ancther aspect directly linked tu quality stendards and other specifica~
tions is checking to see that crders and physical deliverics by the supplier
watch. " Such werification is carried cut at twe levels: before and after
the orders, before loading and upon arrival at the port of reception. Most
African S$70s have nu accurate knowledge of the real capacities of suppliers
when they sign contracts with such swplicrs. The exploratory missions of
surchasing Jepartments which would have enabled purchasers to familiarize
themselves with exporting compenies are often not oonsidered by the managament
as a profitable investient but rather as useless trips. Such exploratory missions
would have spared many :frican private and public entaerprises considerable
difficulties because they realized, when it wes zlrealy too late, that they
had signed contracts with shady pddlle-men or with smell zroducers incapable
of satisfying their demand, dany ~dvances paid wnder such conditions have
peen lust,
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s far as inspection pricr to loading is concerned, the public SeJ.'V].CLS
and S§TO0s of most African countries relv on the monito z::..r"= COLY soration which
thus has near-tctal moncpoly even if it has often been reallzec. that desPJ.te
the certificates of conformity issuel by the monitoring corporation some
articles were in fact loaleld without pricr inspection andd were not in con-
formity with the required standards of the inporting African 5TOs. It is
perhaps high time that the contracts signed with the monitoring Cﬁrp)rc.tlon
were reviowed ana provision made for penalties.  The ideal would be for African
countries to set up joint inspection units by encouraging the creation of
African bureaux of meritite and merchondize experts.

On the whole, african 5T0s Ju not have inspection units for incoming
goods.  Such inspection is often carried out by the trade departments which
du not have staff really qualifield to Ju su.

(iv}; Transport ant logistics

Foreign exporters always insure sales CAF. Cumparative studies carried
wut by sume African importing cuampenies have proveld that freight rates are
too high and the freight rates ubtained directly from shipping lines could be
as high as 20 to 25 per cent. The fact that several Africen countries have
their wn shipping lines should encourage ST.s to purchase FOB and 5 con-
solidate their freight' to enable national shipping lines to help them to plan
the transport of such freicht. RNational shipping lines could either forward
the gouds themselves or negotinte preferdntial freight rates with other
shippers or liner conferences. Howeviér, STOs need to hove lugls_tlcs and
transport staff to co-ordinsts matters with the national shippers and forward-
ing agents in order to Jdeliver the goods on time. This is often not the case.
Sare African STOs are victims of \.unf:bstec& harbours in countries such as Nigeria
and Ethiopia and pay considerablce charges tx, the port authcrities and banks.
Although ST0s are certainly not responsible for the inadequacy of port
facilities 1t has an awerse igpact on their operations. The STate should
therefure take ar»prunrlat\; measures for streamlining harbour traffic in
favour of comcreinl cperators making available the equipment requiral for
such streamlining such as quays designed for handling containers and cranes.

The ultimate phase of ;;shysical wenagement of imports covers the storage and
management Of stocks 2s well as the distribution f goods to consumers. In
these aress, the distribution ¢f functions varies from countrxry to country.

In countries such as the Conje, the importing STO (OFNACOH) has a blwwlar
structure and imports anl distributes through its own distribution network°
other countries such as Ethicoia, Zabic and Scnegal,; the importing STOs

leave domestic distyibution to $TOs created for that warpose. This latter
approach cuts down generzi management problems.  In both cases, there are
serious problans in the layout of storage warchouses, ‘the :rrangqnent of
control docurents and the physical inventory of guods. This results in enormous
losses and mokes it dmocssible to streonline the volume of stocks to avoid
verstocking or shortages. ‘
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{c) Export manacement

It was pointed out earlicr on that exporting african £10s are mainly

Agricu.Lt al produce or mineral Ir.arkh.tm} boards estoblished to manage the

260res Lf une Oor soveral agricultural Vroducts.  Such bocrds often use
trj.,l_lvml channels thet link african countries with established morkets
the worth. They aqrmnlstx.r sales and their cepacity fir inmovation, resec.rch
and plannin; of narketing i 1s been blunted by routine procedures.  With
solicies now turning toworos the axgort of products with an added value such
%5 findshed or samd-finishel products, the structures of such STOs have tu be
revised, rovitalised so they can diversify their markets and adapted to the

coupetitive enviromment of internaional trade.

Diagnosis of mana vanent functions of African State Trading Orgenisations

L. analysis of the current functioning of the ST0s

The carrent ooerations of African 3T0s are subyject to the £ollowing

criticisms:

=  their functicning is oxrensive
- they are not honogensous.

L, Operations

Conpared to the existing leval o u:.:‘=~l CuStS are too hi(*ho

s b

T cctivities, s

The operating staff cxeced oy 5¢ - 100% the n)rrrhlly required number of staff. In
:pitL Jf this excessive staff, L;ntbrlc_ls manadoment systans are substandard
3 the records and urerations of Theoming and oubx f:mg stocks are often not

in line with actunl vhysical stocks.

l 1 Productivity is insuf flclmt_

~Freguent stock shortages ana re“*'EJrC)Clerf(&Eht crocedures not in line
vith sptional and cost offective stock management reouircirents.

~ There is no way, in such a situaticn, to check and determine
lises delivery errors and pilfrages.
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i.1.2 Procuraxnt and procarenent operations are ooorly organized

The concerned 310s hove adopted a system of  public procurement which
inclwies a corbination of centralized and/ox Cecentralized procedures.

The procurerent department f eoch 810 has Loun estaulished Dy o Jecree
or special order. L

The acqusition of coois or services by the generzl manager can be only
e effectod within the limits of the wabunts indicated in the anmual budgets.

Procurenent officers Jecide, approve or sulmit procurament lists to
the relevant authurities for their approvel.  Under the oerview of current
instructions, purchasing Jeoartiments purchasing crgonizations, can draw
their procurement Drograites,issue tenders, nesutizte anl conclude business
Jenls to the extent of powors cranted to them and within established finoncial
rils,

o

The de.artrent has to go throuch all the procurement process including
the preparction of a contract reflecting clauses agresd upon by the two parties
i.e, the menaguent ~nl the supplier that has been selettad through the tender
srocess Or after bilateral negotiotions such contracts can come into force
only afrer they kave heen approved by cametent cuthorities, i.e. either a
nationzl comaittes, the Minister or his representative.

It has been Jbserved that the purchasing procodures arce cften still
baseu un the colonial era rules.

The purchasing function is of a crucial importance in all investigated
:Drgmizati{jn_sa'.)-, T S O I P Lo . R [ :

It scauls necessary K

~ totake up an indepth diagnosis of the purchasing procelures and’
procurenent Obligations. : : ' '

- to formulate recommendations for the strengthening of these orxganiza-
tions' structures.

One of the very problans that has been often uentioned is that of
excossive Jelays in the oonclusion Of contracts aqreel won as per the
surchasing systems and rules applied by the majority of the purchasing
Lepartients Of the visitad orcanizations,  hree or even six months may -be needed
before final conelusions of contracts. '
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On the basis Of the rocciures and delegation of powars foresecn in the
existing systum for aporovals, the delays cnn toke slace either in the marchas-
ing wepartment of the crosmizaticn concerned or o tne level of the adrdnistra-
tive orrfinnncial control.

Different £actors have been identifieu ns sources of these delays. The
most inportant amone them is the rigidity of srocelures which 3o not inclule
any provision allowing sclection and application of rocurement methocds
based un murket structures and mechonisms.

Other aldverse factors:

A larce numser of vperational officers oo not know anything about the
Jbjectives of their orosnizations and are maorly B.OIUZ‘J.I‘JL_\J with the purchasing
system,

- The ddea of 2 strategy of forecasting needs on the Gmestic market in
the arca of purchusing coes not seem to e a presecusation of the majority of
genicy wmagers,

Ancther issue often nentioned the abhsence of any procurement information
systens with rejaru to imports, as well as the unawareness of comercial and
financial cunsequences of procurement operations. One could add also the too
rigiu approzch to these pquluas.

1.1.3. #Honacement too o8 and afmindstrative orocelures are costly and poorly
L"lt&i"rutﬁ.‘\,l and th»;y provide little information

{a) They are custly

Average payrsll amount of ASTO's account for 30% of the turnover. The
total. cost of the prescrived administrative work is much beyond what is
reasonably acceptable,

(b) POQI.‘ ly integrated

books.

(c) They provide tou little information

The nust worrying information gans ares

= total lack of knowledge of actual profit nargins ;"iuring a financial
year amd the absence of sectoral analytical data on such rargins.

bbbt

Cohtercial statistics, if in EXlStE.nS\.. are: not in line with sales accounting



£/ BCR/TREDE/88/17
Page 206 »

= aps«nce Of fuollow-ap of the sales by item .

= inaceguate statistical uata bases which Jdo not provide required
information.

2. Trade activity

-~  Two characteristics:
=  Profit margines oro Jdecreasing
= rarketing oolicies partake of routine procadures

2.1. lower profit margins

Two reascns can explain this phencmenon:  *blind® tenders and ineffective
procuranent departments.

Tendey issuing offices are often "blind"

They have no connections with sales Jdirecturs and therefore 4o not receive
Jirect information on the market as a whole.

The traditional clicntele has beon neglected

In spite of the «ffirts uniortaken by some ST0s, the traditional clientele
is poorly targeted and insufficiently stimulated.” There are no programmes Of
business visits ani the sales representatives do not have any individual
files about their clients. Woreower, promotional activities are rare and of
3 LOCr gquality.

3. Inadequacy between tasxs é?elegate;i to certain agents and the training
they received

It has been observed that training Joes not scarwy much room in the Si
managers preoccupations. We could identify serious gaps in the operations of
ST0s of which rust are uue to inadequate trainine of unerational staff.

We shall attempt to outline the senicr managers responsible for the management
and the staffing of ST0s with a view to elucidating flaws existing in the
manacerent of STO's we visited. ‘ '

The critical cbservations concerning S10 menacers mentioned here are not
relevent t. their. gersonalities.

Opinions indicatad below were expressed by the aployers who can evaluate
their ismediate collaburaturs in real situations.

Young nanagers are not operational encugh, they have accumalated knowledge
which they do not use to carry out their duties. They have not acquired
wractical know-how,
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SUne eXoericncea ton offdcial were not trainel in monacemant cnd are not
Sl to evaluste actims in the framowerk o olwo or o strateries
desivneu ane adogted in aavano..

Thedr xnow-iow Joes not Al thom Lo ¢o e wWitn various situsntion anl changes

The wajority of onagers have a fraguented vision UF the techniques
thay sre using, they v not capelle wf crasoing the reality of the entervrise
as a whole.

They are not guud at colroinating.  Overwhelaing inc smetencics have wen
registered in certain cases: Lasic intellectunl tools {reascning, writton
X ression), mnowledge, skills allowing to underston and to exolain certain
suojects or to correct mistokes on the st o

Sypes of Lehaviour have been bsexved vhicn are ;oxly suitel o initiate
action te motivate a temn of middle ange lower WAnNagErs,

Finclly, status an.: ramueration are 1 the madority of $70s s2 low that
they we stimalate initiatives ond Jo not allar the ~ootion
mnafueent policies.  The fact that sume me SURTS have Leen apeointe? &0
thelr pusitions without havin,; croved tiwir copabilities is ancthor reasun
to this,

It was also notices that majority of ST0s howve aot been sufficiently
Selective in hiring their staff through srover recruiwwant policics and
knowledGye tests, It is necessary to mention again thot these criticnl views
variew slightly accoriing to the situations.

ve Jo not wish to question the g intuention of pooyle but it is
necessary to understand the functioning of aechanises in the light differences in
know~hws anc activitics actually carried out b cortain eadrés,

Having sointeld oat the nojor shorteomdngs of africen 370°s we shall now
focus the rest of this rescrt on ways and nesans oF improving their structures
and ranagenent, -
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CHAWPTER V

Ro=structuring m\ r‘-;h i ot 0 rmuna Stote ;mdm Cromnizations

The inefficioncy . Puslic wireprises and tncir impact on budoets how
left African Jovarmment with thive options:

o

{2} Frivatisation {(f such antreprises)
(2} I‘hwlr iguilintion
{c;  “he rotionclizotion _,f ux_i_ strucwre_s AIV. M eent

1, FPrivatisat!.n
This seans to e ftne faveourite form of intervention of those wivocating
traaitionzl types of structursl xijustmont pDrooriaes,

Improving and re-cstoaplishing finoncial balances in the short run
rd;ulr:_ resources that can le lmwcictely vieldeo througn sales of mblic asscts
{(5T0%s and uther pullic catie) rises), Awever ;Jrlvatis-nti;m DECOTAMEs arce
facinyy many - Jhstacles oF which {3} the lack Of native Luyers who would take
Svar S10's onosale and efficicntly run them, (o) the net loss Of assets and
money by governments {(procccis of sades of public assets are often less then
the residual value of asscts ang taxes arrcorens T e intororises Deing
sold} e} sucial functions of sucll enterprises 2re nbondnet £ Zinancial
crofitacility andé will have to ke taken over by govermente throuch other
arrangaments anu with osther rosources.

Privatisation is not in zny cosc a vanacea mnc ies not unrantec
wificiency.

Lo Licuiuquicn

Liquiiction is @ nejative gppgoach to reestrkcturing. It doesn't carry
any renewal expoctation for the entorrrise nor docs it gnr‘:ntcﬁ' continuity
of the latter's activitics. Thoe uecrense of subsilos extected oy govern-
went in cases of licuidation is lower chan net 10Sscs InCurra! on assets
that are ..thi:.'.'ﬂ. Acmndonel or loest. Inoany cnse limi(iati;)n iz z sawxece Of net
losses of juids, incumes one swcial strifes tripordd |y the resultin: vacua.

3. Ratiomalizing Structores andg tioncoanent of 810°s

Stabilizating, conesolidoting anc relaunching economies should be the medn
Creccoupations if cwlicy mokers arce o cupe with the current Jdaressing
ceonomic situation.
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Liguidating 8TO%s is wwwicusly aot in line with policics founded on such
pracccoupations;

Privatisaticn has alwoys hadl o regressive impact on anmoloyment income
ans conseguently on morkets and growth;

Rouical solutions such as urivatisation ana liguidetion carn.:t be com-
wletely ruled out but one sh Julu Ja's) ru_’ill.:tLC to resurt tosthan only in
cases vhere they are absoluctly wnavei sble and when alternative mechanisms for the
safequard of naticnal interests and socic—econunic functions hitherto ful-
fitlel Dby concernod entrepriscg. T supoort and improve the managegent of
cublic untrepriscs (ainly the ST07s) appears to e less ax ensive than their
liguidation or their selling off uncer conditions which would not quakantee
the fulfilment Jf their Crijinal suecic—cconomic oojectives. Ratwnallzing
ST0's structures and menaceament with a view o doorovire their efficiency
should be o priority £or the Africon quovernment. Sow to-carry out re-
stracturing an. rationclisation orogrammes? - ' o

3.l Formal re-wefinition of 570's wojectives and missiong

The e.x.L%*"* 7wl scts of BT0°s Jljectives (ux;licit and implicit ones)
shoule oo r;'ﬁ.o;):'".'.ﬁ..u.,‘-nt;ki an: clesr cut definitions shoull e provided for

SAa)  secial Jhjectives
Ak) . econimic Ubjectives -

(¢} wrofitability an. cummercial efficiency va.rla.tluno oF such
wojeCtives shoul. not be subject o politiexl leaders' moods, they
shvald be triguerc: by strategic chonges forecast inJmanagement

~lmns for the ‘.k,v.:.l-kn,«nt sf the a_ntr,;rlse.s Concerned.

vl

The ui.)jectives, shoall be _consistant for 810's can’t £r example be asked @
to sell unuer cost srices and at e same time vield profit margins where
no compensatory subsidies are pald to it to ewver losses incurredl in their
attamot o attain socis olitical cijectives Of guvernments.,
bucio-econudde and even political objectives shoull wnly be’ set where
Govarnents can codt thenselves to establish  congensatory-mechanisms' for
the rasneration of activities carriel cut Ly 8§T0's for the attainment of
such ojectives or their reflection in value in the balance shects' {as credits..
o the state for esamsle). ' '

3.2. Pramsting wanagement sutonony

This calls fur a re-Geffinition of the relationship between STO's and
central cuvermuknt su t,rva.z._ry authorities with 2 view £0 simplifying and ration-
zlizing such relativns, .oy to oy menagament oxerations require flexibility
that camot e fulfilled when govermuent bureaucracy yprevails.  STO-management
" relationshin should s further clearly wefined in “ecntract-ulans®™ o any
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sther type of agrewant of that surt.  This type of contract should be Jrawn
in simple terms and shoull focus on a limdited sot of oorformance indicators

ari a fow wojectives in fiqures (.bs to be createl, profit rate, expected,

investients cte. !

The establishment of ‘“’u::lc,tes Nationales”®

~ National Corjaorations < in licu of traditionnl public enterprises is
ancther way of furthering STC’s autunomy. Current expericnces in a few
african countries (Sencw al «tc.) ar: tow recent for accurate cevaluation -
Jwging Ly managers' mthusu sm for this type of ¢ roorations and efforts
they aeploy to get their 510°s turmeld into "Suciétés nationales”, we may say .
that such types of corgurations satisfy wmanagers' quest £or avtonomy. .

3.2 Freeling S10's from cconumic and political "Cfrovisme”

In the cupxetitive environment of international trade, menagers of African
51T0%s shall oe left fiee to desiyn their own cummercial strategies -~ governments
shzll respect namagers’ autonoiny and thedr ability to meke strategic decisions:
they should not sivn cilateral and/or multilateral sgreements which woulsd
npose partners wn 570°s throuch tiel aid, pre—ldesigned inport nrogrammes
indicating quotas znd sources eteo. .

3.4 Staffing STO's with well qualified personnels and adopting systematic on
the Jub training orogrames.

o this end, managers should e left free to Jeterwdine, under no political

L,r :3sUre, the necessary stzff for the ootimal functicning of their STO's as well

5 the required qualification of the varicus staff. This might help ‘wreak with
tlz; Llethoric staff of suse 510°s and with mw@.,tant staff.

3.5 Improving finsncinl structures uf STO

This coul be :‘.Chl SR f'ett:mf :_i'.[O"S enucwed with sufficient long term
financial resources for the financing of their fixel assets and micquate
working Gaiyltc.l that would enable menagers mining thelr excessive Jependlance on
Lonks an the i .,;mct uf xXeessive finameinl charges hamering ST0's orofita-—
bility. Isproving finmocial structures of STO's would require from govern—
mant thot they stick to their coamitmaents visa a vis ST0°s by paying at fixed
ntes Ior sapplies and services Urovided Ly the latter jcvcrnr:mts should
1lst cumensate losses incurres Ly 310's for the attaimment of impesed socio-
pelitical chjectives, with sound financinl .:.tructu*"m manacers cannot be
axpected, notwithstanding thedr canpct{-.ncw tC mirrcu .,-usly fulfil cbhijectives
of profitaidility.
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3.6 Drawing strategic wonajasent plans for s10's

Like any other ty of entreorises, sT0's are systems which are sulsject
to changes (tiy have to move forwarl or Lecline in bankrurcy) . Manasement
pwolicies shoula thercfore tabe this into account.  Such wolicies should result
fram thorough analysis on how entreorises could row on the basis of their
traditional activities and/or in new oreas and modes of action. All ossibi-
lities of chonges in serkets and orolucts should be envisaced.

3.7 Improving cperatitnal business . anagelrent and adapting managaent *Lools

3.7.1 Re-shaping structures

st S10's  have zlreawy established procurement and merketing u’ﬂartm.._ntsa
Thes 1ssu;. is therefure to inprove the functioning of such Jepartments Ly
z.n;.-urm'“ {a} & better courainatin Detweon the veoartients and ‘servicés
they uperate (O) the establishment of acministrative offices for the fcllow-
w> of procurement and gales actions with regord their logistic Lmlieaticns
which would supoort procurcoent officers and merketing forces.  These
wifices would ensure that estallishe. procciurcs are regpected anld that
acurate statistical uata on stock chonges are maintained ~nS that operations
are culy wocumento.

3.7.2 R;;vxewm: ane diproving sdministrative procedures in a global way with a
View to minimizing ‘l\)CUITC.I”Lnt custs. In many african STCO's such orocedures are
extansive anu Cqbtly.

3.7.3 Drawing furmal comiercicl wlicies

fa)  For Procurcoents:

= Stancardizing onl specifyine cosds o e Drocured,

- Ensuring 2 fomal close menacement of sy slies by monitoring the
Srocurement  step by step (Cros ecting, Jr_‘;.rmg, welivery, stocking ete..)
and coordinating th‘, V.Iluh.: werations to avedl Lreaks in the Srocure-
went’ clalr

(L) Fur szles:  tU provide sales forces continuous culfx rt in 2ll
| duministrative snd logistic ratters, Ly Loterming research and

pramotional olicics, mastering stock chan- S, flxmq delivery time
and logistic processes leauing to effective celivery,

¢} &t global levels: Systumatically wlanning comercial operations
( Procurcnient and sales)h, Jdraw flexiole badgets based on varymr:
levels Lf uperations —~ ensurin 3 periccical evaluction cumuaring
furccasts anl effective results.
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4.  Reforming and Re-structuring $10's: another approach

4.1 The current situation

' Current structural adjustiment policies inclule @ negative anproach to

refurms and re-structuring of puolic entreprises in general anc STO's in
particular - Privatization and liquidstion are the fg vorltc. remsdies acvocated
to sulve problens of public entreprises.

The end results of all these policies are recsssion, exacerbated unaloy--
ment and their effccts on incomes and nerkets: In total this amounts to the
shrinking of the econunic structures of the cconomy and o depression.

Privatizations and liguidetions of public entrerises entail wastage of
sizalle rescurces in cumpensations paid to lnbour and dirsctly consume
without any impact on enploynent and production.

4.2, Prupusals for new agpreach to privatization and llqgg.aatlon

Re-structuring prcgrarm;—:s should e carried out keeping in mind the
funlamental cjjectives of econcmic stabilization and crowth and they should he
consistant with such cijectives. 710 this end, safermarding jobs, eomsolidating
ane strengthening national economies should be the main precccurations.  With
investments currently stagnating and Jdeclining in most African countries
oolicies should aiia-at preserving existing entreprises or at least twrnine
liguidations of the latter inte opportunitics for the creation of small and
wedium scale entreprises through "Soin off" or cesses. 12/

4.2.1, opin Off" Processes: Principles snd molalities

The issue is to fini ways and means of substituting to the current negative
approach to privatisaticn and liguidation of ST0's a ositive approach: o

try to improve perfonmences of STO's throuj;]h internal momacement actions and
existing strategic managament plans {where thev exist}. If such attempts €0
-reform STO's using intermal positive management forces are not successful,

5T0's should e encouraged O wrganize their self liquidiation and their
dismantling into several other crganizations to Le pramoted on the zasis of ideas
fomulated by their staff and manasement for diversification and on the basis

of existing strategic corpora ate plans ind corporate profiles and demand at

12/ see Ales Vohcic, Janez Prasnikar and Tex Petrin in. "Development
Strategies of the Cummme of Nova Gorica (Ywoslavia), a sedrch for entreprencurs
in a self managed economy {University of Ljubljona, Yowmslavia)
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the notdional oioosl levil,  Whe LNSLO Ceinedoka ol ey OFET ECenses 18

that every | riv: 4t151 ticr or liguidttion shoull se 20 ortunity for the
\_.,.:tL?;L,I.J..:al'uI,.lt of antrerisces or twonivities that whonal L reSCIVE GuS Al
sociomoconanic functions n,vi;,umy coyriad oot by Silrs o Jrivatization
cr ligquicstion as well ab DeSAnCes they Weri: ehuiwba.. L.

*hoin OFET LrOcessts Wl onsist in

(1} lucntifyving ossivilitics of Cred i new sntrerises on the bhoasis
£ oz thorough [RICT =G RIRLC survey of current situations and
sossicie chanoee it future {sec notional covelomeat | 21eNS. .. )

<
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