UNITED NATIONS
ECONOMIC COMMISSIOR FOR AFRICA

Public Administration, Human Resources

and Social Development Division

VA B )

ECA/PHSD/PAM/90/11[1.2(ii) (a)l]

SUCCESSFUL CASES AMORG PUBLIC ENTERPRISES IN AFRICA:
CASE STUDIES OF THE ETHIOPIAN SUGAR CORPORATION (ETHIOPIA)
ARD THE NATIONAL DEVELOPMENT CORPORATION (TANZANRIA)

October 1990




ECA/PHSD/PAM/90/11[1.2(ii) (a)}

FOREWORD

1. Governments of all persuasions have in varying degrees and to all
good intents and purposes. used public enterprises as instruments of
intervention in the process of social and economic development. For
historical reasons -and the  imperatives of socio-economic development
which. independence - imposed on African political leaders, public
enterprises are today involved in wvirtually all the sectors of the
economies of most African countries. In scme of these countries, public
enterprises (PEs) account for the largest share of the public investment
programma, the: gross domestic product (GDP) and the manufacturing value-
added {(MVA). For instance, PEs account for 90 per cent of MVA in
Ethiopia, about 80 per cent in Somalia, more than 50 per cent in Zambia,
about: .40 per -cent in Cameroon and in Tanzania there are about 400 PEs.
African PEs are heavy borrowers from internal and, with government
guarantees; from foreign financial markets including the World Bank.
They - also provide 30 to 80 per cent of formal sector employment in some
Afrﬁgan_countries“l

2. This dominance of the public sector by PEs as the main instruments
and institutional forms for implementing economic development programmes
has not been accompanied by effective management of the PEs although
it is evident from the selected cases in this study that theré-.can be
successful public enterprises in African countries.. The criteria for
the measurement of success will, of course, depend on the mission and
objectives. which each country has set. for its own PEs as well as public
perception of the performance of each enterprise.

3. Like - in other fields, there are differences of opinion on what
makes. an enterprise a public enterprise. In some cases, the
. interpretation of what a PE ‘is or is ‘not. has been responsibte for the
inefficient. performance of PEs: The mosaic  of terminology such as
parastatals, . .public . corporations, ©public: undertakings, - government
companies, and state-owned enterprises ‘is indicative of the confiasion
which could complicate apalysis .and decisions on state participation
in enterprises promotion and management. Similarly, a static or narrow
conceptualisation of institutions and the operationalised forms of puablic
enterprises could distort.  the. analysis .4nd reassessment of the
appreopriateness and - hence  success or failure ‘of a public enterprise.
Thus, a public enterprise could be defined simply as a firm or ¢ompany

1/  See ECA/PHSD/PAM/89/3(1.2): Problems of Public Enterprise Management
and Performance in Africa, Feb. 1989 for comparative statistics on PEs
in Africa and other countries. ' '
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in which the government has a direct or indirect financial stake of any size
irrespective of institutional form and the nature of goods and/or services
which "the firm produces or provides. The definition of a public
enterprise must be situational and dynamic. In this regard, the selected
case studies, namely, that of the Ethiopian Sugar Corporation (ESC),
and the Tanzanian National Development Corporation {(TNDC) afford an
opportunity. to appreciate the multidimensional aspects of public
enterprises definiticns in Africa. With hindsight, the equity or
stockholder capital definition of a public enterprise of the parastatal
~variant is not as significant as it used to be. Minority equity holders
‘can veto corporate decisions or exercise other forms of control.

4. In terms of survival in a competitive market environment, it could
be argued that financial profit or loss and cost-effectiveness must
be regarded as the ultimate criteria for the evaluation of the success
or failure of amy public enterprise. The margin of profits or returns
and cost control must bhe adequate for the firm to meer its direct
obligations and also fulfill the public policy objectives which are
inherent in the public interest of the enterprise. In this connection,
Tables 14 and 15 of the ES{ case is illustrative of the kind of payments
the government could extract from a PE. These Tables also indicate
the leverage which the government has in manipulating the financial
profitability objective in order to attain other public policy objectives
such as employment,

-5. -.Thus, the ESC case demonstrates the essence of employment objective
as a criterion for the measurement of success. ' The government could
thus reduce or forego some of the taxes that would put the firm's profit

- . and loss ‘account in ‘the red in order to sustain employment. A large

number of unemployed persons is not a source of comfort for any society.
- The implication is that profitability and the fulfilment of public policy
objectives are not contradictory but mutually reinforcing. Nonetheless,
the concept of profitability, in absolute and relative terms, must be
" clearly wunderstood and operationalised to avoid the use of social
objectives as an excuse for the poor performance of PEs. o

6. In absolute terms, profits could mean gross margin which is the
difference between total revenue and total cost excluding charges for
depreciation, interest and tax liabilities. -~ Profits could also mean

net profits after charges for depreciation and payment of interest on
borrowed funds but before payment of taxes or net profits after payment
of interest and taxes. The accounting system and discipline are crucial
for the efficient computation of the profit margins and timely reporting
of the results,.

7. Relative measures of profitability and efficiency of the utilization
of resources have been given in respect'of the ESC (Table 6, 16, 18,
19 and 23), and the TRDC (Table 2 and 6). Needless to reiterate that
financial analysis is wvery important in the performance evaluation of
any organisation. Thus the use of financial ratios including ratios
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on return on investment (ROI) and return on capital employed (ROCE)
i common in private enterprise and has been applied in the selected
caées ‘to good advantage.' An efflcrent accounting system is of essence
in’ “ratio ana1y51s. ' The TINDC financial data’ are not as comprehensive
as those of the ESC but are also 1nd1cat1ve of areas in wh1ch 1mprovements
could be made to strengthen the success of the TNDC.

. T T T
8. The format of the write”up'of ‘the' two cases 'has been systematised
to 1nc1ude (a) the 1ntroduct10n in whlch the, enterpr1se env1rqnment
ig’ articulated; (bY missron or bas1c purpose ‘and ob3ect1ves- (e) corporate.
stratagles and operat1ons fd) performance evaluatlon hased on f1nancxal
and ' socio=ecohomic’ crlterla° Le) appralshl of thexlmpact of organlsat}onal
rélationships ~ on performance, “ghd )Tf) 'conclds1ons and pollcy
reécommendatibng. While it~ is” 'mét 1ntended to’ elaborate on each of the.
forego1ng sub‘hea&1ngs of "the" cases, nonetheless, there are a few sallent
izBuds that need to be hIghI:l.ghted“r R

,r! L] "’ AT (AT

9." Formulation 6F def1n1t1Ve statement(s) on enterprise wmission or
basic™ plirpose” entafls providlng answers 'to the question: what is the
business of’ the' publ ¢ enterpr1se7 Long- range ‘and short-term objectives
of ‘the PE’ must emanate ‘from its mission. In hammering out the obJectlves.
the ‘related’ 1ndlcators"to be used later’ on in measuring performance
should also’be” defined 2/ The statutory, perceived and operatlonallsed
mission of the PEs - 1n the case studles are illustrative of some of the
problems which 'tend 'te' adversely affect “the performance of public
enterprises in Africa. Political stateéments are a source of pub11c'
policy but dialogue between political leaders and technocrats who. are
entiusted ‘with the responsibility for the success of the PE should be
mandatory to iron out differences of 1nterpretatlon of' the letter and
spirit ‘0f public’ policy statements on the expected m1551on and ;’ wlﬂ. :
of " the ‘enterprise. The success of the TNDC, and to someiextenth_ghac"
of “the ESC would have been much greater if an attempt had been'madef
to 'brihg about continuous dialogue between the enterprise managers and
the " political leaders who are responsible for the issuance of public
pdllcy statements. o

IR

7O,

10." “ig also self-evident from the selected cases that successfhl
PEs are not synonymous with problem free enterprlses.‘ It will be utopién”
in any case, to expect any human- based :msl::.tut:.ons or flrms to be problem-
free.. In the TNDC case analysis, the enterprlse mtssion,_ ob;ect1ves,_
the | - unwieldly creation ‘of sub91diar1es, accountlng system .. and
organlsat1onal relationships would seem to be the malor problem area%,,
Given theéi“interrelatedness of the 1ssues in’ the whole case, it could

be 1nferred that the problems only d1m1nlshed and not negated “the

Bty

e R e . . : AN R R Flasdaialin

2f" Por details see Robert Abramson and Walter Halset, Planhin; for
ImproVed Enterprlse Performance: A Guide for Managers. and Consultants.
(Geneva, International Labour Office, 1985), pp 27-32.
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successful results of the ThDC In the ESC pase, ,;he obJect1ves are
enshrlned in thé statutbry 1nstrument for the', corpora;;qpibuﬁ the missjon,
statemeht ‘cant’ only be inferrea Inc1dentally, thls lack of .an explicit
missioh sraﬁemen; has 'not 81gn1f1cant1y 4affec£ed the sqacees af . the.
ESC “but’ is - éVident from the case’ tha; employment,.c;eatzon 1as | an
objective w1th1n and outside the ESC became explicitly significant after
the ESC became a wholLy ouned state enterprlse.‘ L e ey ipre b aat

TR o) RN O
The instltutlonal framework of both ;he. ESC -and; the, TNDC ; also;
deserves ‘some observatlons 1n v1ew of the lessoqs they,have for .other.
public enterpr1ses 1n Afrlca Both ,Lhe ESC and, the: INDC were.. not.
established 1n1tia11y: as holding companlesﬂd In fact the ESC is not.
a holdlng company per se. It could, nevextheless, be treated as .the
latter' frofm the po1nt of ‘view of the aptonpmy of faetory facilities,,
finantial” management ‘and relatlonshlp W1th the ESC adm1n15trat1ve head
office which consolidates the accounts and financial data of Wonji,
Shoa, Metahara, Addls Ketema, Asmara (see,_ for . instance, .Table. .15 of
the ESC case stud ) The lesson from this. ESC . lnstltuq;onal framework, -
espec1ally the autonoﬁy factor, 1s that eff1o;ent factorles are .not
expected to d1rect1y sub51d1se :suboptlmal ones. .. In. . addition, .. .the.
performance of each plant or factory could be comprehen81ve1y evaluated
and cost- effect1Ve control rieasures establlshed .for,.mych better results.
The f1nancia1 d1sc1p11ne of the sup rvisory ministry . ﬁn¢ .clarity of
financial - instfuments on ﬁhe 'obllgatlons of. the\ concerned parties . are
worthy of emuféflon and adaptat1on,

Y ARV REH T L8 RS
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12,9 Thé TNDC wBs ot establ1sﬁed 1n1t1g11y as B hoi&lﬁé cqmpany but
bécamé' oﬁe through evolurlon Whether ' or not th15, wag, the  iptention:

“the” government is a moot point. leen,‘ however, that the \holding
company‘”verlant or type of PEs has become the mode ‘rather . than the
exceptioh in several African countr1es, there is need -to suggest that
countries’with umbreila nolding companies would find it . useful to reassess
thé effectlveness‘ and operational eff1c1ency of the institutional .
framework ‘of 'their holding corporations and commissiong incharge- of
parastatals. The success of the TNDC in terms of profitability would
seem to be due to the performance of a few of -the associate and subsidiary
companies T(Table 2 of the TNDC case) which_ anarxably subsidiged the
1nefflcient entities. The TNDC evaluation. besed ©on returns as indicators -
is fltthe¥ compilcated by the fact that, opn balance, hive-offs tend
to be more "thin offset’ by new investments (Table 3 of the TRDC case
study). ~When 1hvestment is in a state of flux .and the creation of
subsidiariés"°onw1e1d it becomes d1ff1cu1t, although not impoasible,i’
to arrive ‘dt a 'reallstlc profile of profltablllty The positive
externalities of the TNDC and similar hold1ng companies must also be
noted, As pointed out, "a sizeable number of Tanzanians got an
opportunity of hands-on training at the National Development Corporation.
Many Cabinet Ministers, Permanent Secretarles, .Chief Executives. of
Tafizania' sfieadlng companteo both prxvate and publlc, 1ead1ng economists,
statisticizn®, and even' -aeademlerens ﬂgot thELT training ‘thiough ‘and’
in the National Development Corporation." The educational and other
social benefits which accrued to the ordinary workers and their dependents
are some of the qualitative externalities which could be used as
indicators of the success of the TNDC.
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13. In the final analysis, it is evident from these two cases that,
with careful plannlng,\a d ;Astute managemen?i puhllc , enterprises can
achieve the mission and JectheS for which hey are established. The
poor performance of some public. entergr;ses fhould ) therefore, not be
a source of despair or wholesale condemnatlon of 'pu blic enterprlses
as .instruments  of soq1a1 ‘and economic hdevelopment. There is always
room ﬁp . improve . the performance. of 'enterprises 1nclud1ng publlc
enterprises. . The. legﬁons from these case Studles will no doubt entich
policy- foxmulatlon and manegement lmprovements 1n other public enrerprlses
in. Afrlca. Polltlcal 1eaders, pOlle makers in ‘the private and public
sectars, academ1C1ans, Emanager,s and admlnxstrators and those who are
1nterested in the performance of pubIlc enterprlses as’ 1nstruments of
economic . development would 'llsh';he exp031t10n on the Ethloplan Sugar
Corgoratlon and the Tangaplan Ha;}onal Development Corporation as examples
of successful cases among "African publlc enterprlses. The recommendatlons
in the two cases are particularly instructive.
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T. 'THE ETHIOPIAN SUGAR CORPORATION (ESC)

INTRODUCTION: THE ENTERPRISE ENVIRONMENT

14. - The history of sugar industry in Ethiopia starts with fhe signing
of the agreement between the Ethiopian Government and HVA - International
in June 1951.* HVA-International was ‘a Dutch Company with extensive
experiences in ‘sug#f ‘plantation’ in ~Java-Indonesia and the making of
"Dutch East Indiés ‘sugar industry forémost in the world". (Melisachew,
1990, p. 13). The agreement provided HVA-International with 5000 hectares
of land to cultivate” sUgar cane and establish sugar factories at Wonji
plain, about 100 kms 'south-east of Addis:Ababa, on the Upper Awash basin.
Inivaddition, the agreément provided the Company with'‘the following
advantages: RE ST AR :

{a) monopoly right over 160 kms radius to expand sugar industry;
(b} exemption from import duties on imported capital goods; and

{(¢) right to withdraw 10% of capital and 15% of net income every
year.

The government, on the other hand, was to get 25 cents per hectare,
The capital investment decree of the time permitted tax exemptions for
foreign capital of not less than Birr 200,000.

15. Three ‘'years later after the agreement, the company established
the first sugar factory at Wonji in 1953/54 with zn initial cane crushing
capacity of 750 toms per day {tcd) which later was expanded several
times to reach 1,420 (see Table 2). As the operation became successful
the Company changed its name to HVA-Ethiopia in 1961-62 with few Ethiopian
shareholders participating in ownership equity. It then established
the second factory in the name of Shewa sugar factory on an additional
1,600 hectares. This factory started production in November 1962. 1In
addition, there were a confectionary work under the name of Desta Sweets
at Wonji, Tea development plantation at Keffa, and fruit growing and
cattle breeding project at Wonji which were started during the period.

16. As the demand for sugar consumption began to increase, the third
sugar factory was established at Metahara in 1969/70 - 100 kms from
Wonji in the middle Awash Valley under the name of HVA Metahara Share
Company, with a capacity of 2000 tcd. This was later to be expanded
several times.

* Handels-Vereeniging Amsterdum
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17. Although the. overall effaci: of the local production of sugar on
the Ethiopian econemy durinp the 1954-71 was uncertain, there were vivid
signals that it had not contributed to improvement of the country's
balance of paywments ana the iavolvement of ihe indigenous people in
the management and production activity was far from satisfactory.
However, the bLenefits accruing to HVA were conspicuocusly high during
this period (Bondestam, 1S74). Profits enrned for the sugar factories
were pgood, and given the perccontiage of net profits and parcentages of
invested capital thatr they were permitted to remit, HVA was on its way
to recoverying its invested canital. “he capital intcnsive investments
benefited highly the European industrialists who exported the machinery
and technology, which contributed to th2 outflow of capital at the expense
of increased employment opportunities in Ethiopia (Bondestam 1974).
Production and management was in the “hands of foreign ‘experts who lived

in "high style'" like the ruling classez. It was for this reason that
the economic development of  the valley was "highly questioned by many
wrifers -~ as ‘''development for who?" (Yohannes Sebbat 1969, Mesfin

Woldemagriam. 1964, and Bondestam 1974).

18, The commercial development cof the Awash Valley which started since
1960 with large scale cultivation of cotton and sugar in an irrigable
area was creating discontent and unfavourable socio-economic conditions
on the indigenous people .of the land. . In 1970, 22% of the cultivated
area of the valley was in sugar, 60% in cotton, and the rest in cereals
and fruits (Bondestam 1974, p. 43).

19. After the revolution in 1974, the ownership interest of HVA was
reduced to one-third while establishing the Ethiopian Sugar Corporation
by legal notice 58/1978 with the objective of overseeing the operations
of the companies on hehalf of the Government. In-'1980/81, HVA-Ethiopia
ownership was taken over by the Government and the Ethiopian Sugar
Corporation became wholly Government-owned. enterprise, with authorized
limit of capital of Birr 200,000,000. In addition tc the Wonji, Shewa,
and Metahara Sugar Factories, and Desta Sweets Factory at Wonji, the
following were also brought under the administration of the corporation,
the Addis Ketema and Asmara Sweets Factories, and Metahara vegetables
and fruits projects.

20. Ar present the Ethiopian Sugar Corporation comprises 3 sugar
factories and 3 confectionary factories, with Head Offices at Addis
Ababa (Secretariat).

1. Head Office, Addis Ababa.

2. Wonji/Shewa Sugar Factories.

3. Metahara Sugar Factory.

4. Wonji-Desta Sweets Factory,
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5.

0.

Addis Ketema Sweets Factory, started in 1952, owned by State
1879, : -

Asmara Sweets Factory, started 1574, owned by State 1982.

The Ethiopian Sugar Corporation is now under the supervision of the
Ministry of Industry within the food industry subsector,.

ENTERPRISE‘MISSION ARD OBJECTIVES

21, According to the legal notice, the mission and cobjectives of the
corporation are to: :

1.

protect the Government interest in the Sugar Industry by:
(a) representing the Ministry of Industry,

{b) providing management and marketing services at appropriate
fees,

(¢) promoting the growth and product improvement services.

conduct wvarious studies on sugar development, and prepare
plans and programmes for implementation.

organise, operate and administer all Government owned sugar
industries. '

produce or be involved in the production of sugar and sugar.
related products within the factory.

establish, manage, and operate agro-industrial projects designed
to better utilise sugar estates and sugar productions.

obtain agricultural 1land necessary for achievement of its

. objectives from the Government, and hold and develop under

its ownership.

conduct scientific, industrial and agricultural research for
the implementation of its programmes.

market its sugar, sugar byproducts, and products of
agro-industrial projects, on internal and external markets.
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CORPORAIE STRATEG;ES -AND OPERATIONS:: ce i
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22. In an effort to make Wonji and Shewa sugar factories. operate at
full capacity, 250 hectares of new land were added for cultivation from
the . surrounding area, -while - 1129 hectares were c¢ultivated Ffrom its
holdings during the post revelutionary period. The present total area
under cultivation has now reached & total of 7053 hectares, an increase
of 24.3% (see Table 1). Metahara which started with 2500 hectares of.
area . under .cultivation- has  now 8960 hectares. Since the revolution,
the, qreaxnnder cultivation in its holdings ' has increased by 258.4% (see
Table,l).;.At present:, the majority-of ‘land-under cu1t1vat10n 1s developed
on,gravity ;rrigatlon, while 14 27 is on . punp 1rrigation

i

(11) ' Cagacitz

23, - Wonji and Shewa:factories have been made to 0perate at thelr fulLﬂ
milling . capacity after | executing - important ;1ndlgenous equ;pment

replacement and: maintenance -schetes. ~ In this regard, the manufactur1ng'
locally and replacing of vaccum pans which have been in use for 30 years
and have become obsclete was an example of indigenous technological
capab111ty and imported technoLOgy a581m11at10n and adoPtlon (Mellssachew, '
1990) .. L o -
24, . Metahara-was expanded twice to %rrng its m1111ng capacity ‘to 5000]:
ted.. Here., ~also, | technological ' capability build- up ‘was” demOnstrated'
in, the: ptoce&s of . factery expansion, thit is; 'in the cKdice of technical
capacity, .negotiation, and acquisition of hachlnery (see Taﬁie 2) Great‘Q
efforts and ingenuity have been shown'with’success in the raté of ‘capacity
utilization with indigenous repalr and maintenance of machlnery,ﬁ
schedullng and. managing preventive- gerviées thus” redﬁcing machlnes down-ﬂ;

t1me, anﬂ efficient utilization of 'starce: *resources (that 1s, Saving;;

of scarce foreigp. ex¢hange which would have‘ been spent on importingf_
of parts) ‘from 1975 ; onwards o R PR i N
25." In ‘an OSSREA grant supported researcﬁ étu&y ent11ed "Tegﬁnorogy' 
Transfer in the Sugar Industry:. The case .of: Ethiopia", Melisalhew Mésfin
first elucidates how imported: technoleogy ' is‘“adsimilated and"éaopted
to suit local conditions of importing country and develop technological .
capabilities.. He then extensively- analysed- the Ethiopian Sugaf Industry;j

technologlcal ‘capability -build-up” in  the ‘post-révolutionary periqd by’

using various measures of capability build-up. The extent and- Tevel
of participation in each project cycle, the number and extent of lpcally.
trained technological and management - manpower that partic1pated in. the
process of., capac1ty expansxon vand mach1nery repalr and ma1ntenance is .
examined. in detail.. St nih R N
26. The research has shown that during the expansion of Metahara capacity
a '"major experience in selection and acquisition of technology" had
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occurred. The various models and apprbaches 'of ‘fectidology * ehdicé ‘And
acquisition as developed by Titus Adobaye, and cont1ngency model of

{iii)_. .Production . _ o .
27 Sugﬁr productlon in . the country has shown™ aesteady growth in the:
las; decades .since 1934. The sugar preduction iﬂh1989 rEached_l?B 0005
tons from 97,000 .tons.in ;1970 (see Tables A and 55 IREREER

: Wt T
T yo gt .
e

28: The sugan output in Ethlopla is small compared to volume of worl@
sugar product;on But - .comparing .the performaﬁeé of : sugar‘ 1ndustries”
1n the world in terms of sugar yields:per unit-o6f" drushed cane,‘Ethiopla sJ
sugar industry has the best ranking high results. - The' Eth&oplan yleld"
has been found to be 1C -~ 11% while for India and Philippines it is
mostly 9-10% (see Table 6). sl s

29, Melisaphew Ain his research has -done. an extensive data ana1y81sh
of the . §ugar. prpductlon and.- productivity -&n Ethlopla tbrough the use_'
of 'a comprehen31ve formula (see MellsachBW‘l99O ﬁ"ﬁ? ?0? The data;
ig reproduced in. Table 6.. . .o =i wmen e ’ o .%
3o0. Product1on efflciency measured by factut inplits’ was 'also found .
to have been raised threefold in 1986 compared to 1955 by Melisacheiw

study, and production of sugar and all product1v1ty measures on the .
average indicate, increase  through:time. Comparison of gross product1v1ty )
and net product1V1ty for pre-natiomalization *‘dnd - post- nationalisation :
perlod shows .a remarkable improvement despi!e ‘unfavdurable 1nternat10naI

econom1c atmpsphere . and. skills : gap ' ‘créated ' by the evacuatlon o£{_
exPatr1ates staff at.the: time of. natlona&isation. “”:; & 7 PR

Vi AR
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31. ”Tﬁéﬁ sugar_ corpqrat;on-s majdr “produt%Vf  sdgatr, bu “thete" afe.;
meortant by-products.. of ., sugar.- such’ Imdlasses which' if properlyl
hafnessed and eff1c1ent1y -utilised iand marketed ‘would not’ only generate;
szgnlflcant additional revenue, but will also be ugeful for the overall

economic development of the country. The corporation is also 1nv01ved_
in extended agricultural nprojects~-11ke' frults,"oranges, mandarlqes,
angoes, lemmons and . grapefruit.:  Thus, thé: productlon 1n the sugar

corporatzon lnciudes,molaeses, sweeta,*and fru1t§

)b Ty

32.: The product1on Qf nmlasses ‘has . reached 60,000 ‘fons While Ehz}'efbh
sweets',run into. .30600-4000 tons, and fruits ! 2560 2700 tons (see able
7,8, 9. . . I U I TR

A1
it ;

[P
LIS A

33. Table 2 showstghe productyV1ty inn rons: ﬁer ‘men- year Desplte the‘;
tremendous ipcrease . in.:gmployment that woccurted ’sincé ' the’ per1od of
the Ethloplan revolution which almost doubled, the corpcfat1on fias been

able to hold its productivity steady.

et
raome

e e ' e I -
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.. 34. Analysis of ‘compiled data and Melisachew's study show that out
of every .dollar of sales (output), 15-20% is paid for labour, 28-30%
for government, (see Table 16) and 247 for~ raw materials inputs in form
of sugar: came.' ‘These represent close to 70% of amounts mainly paid
for use of local inputs except, of course, for the imported spare parts.
The capital/labour ratio which was high in the pre-revolution period
declired.- as: a ‘result of the increased local ‘factor inputs. Since
nationalisation, factories have been working ‘close to 80%Z of their
designed capacity, with ‘extreme zeal ‘to overfulfill given production
targets. - : ) o o

.35, . Again Melisachew study shows that gross. productivity and  net
productivity using Massel's approach¥ were higher in the
post-nationalisation than in the pre-nationalisation period.

-Productivity Total Pre-Nationalisation  Post-Nationalisation

~Gross Productivity ~ '159.6% ' 112.1% . - 142,347
- Net Productivity - 162.5% 11G.2% 147,477

Source: Melisachew Mesfin, Technology transfer 1n the ‘Sugar Industry,
The Case of Ethiopla, p. 44.36.

 36. Table 10 shows the income from sugar sales for the last 15 years.,
" Income from sales of sugar has more than trebled since’ 1974, reglsterlng
a growth of 297% to reach Birr 143 million in 1988/89. Other sources
of income of. the corporation include sales from molasses, sweets, and
frults  The, total sales revenue of the corporation has been marked
to be close. to Birr 175 million. ~Out of this, 90% comés from sales
'of sugar, followed by revenues from sweets and molasses. o

37. The sugar industry income in Ethicopia is estimated around Birr
175 million. per year. This represents . 30% cf the food industry and
10% of the total industry sector., ' The sugar 1ndustry contributes only
2% to the gross domestic product (ESC documents)

38. However, the sugar industry makes payment to the government up
to Birr 60 million per year. The share of value added of the Ethiopian
sugar corporation to total manufacturing cost is 25%, which is the highest
next to Textile and Fibre works (World Bank Document). The three sugar
factories alone contribute 10.2% of permanent employees of the 167 public
owned manufacturing industries. In terms of contributions to the
government revenue, the three sugar factories alone contribute an average

*Massel's approach is explained by Melisachew as theé role of technical
progress in productivity change ... measured by the index of technology
to productivity growth (increase of output per man hour). p. 44
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of Birr 26 million per year in form of taxes, residual surplus and capital
charges. This amount does not include payments made in form of excise
and transaction taxes (see Table 14). However, considering all the
© taxes the ESC made payment of close to Birr 65 million in, 1985/86 {(see
Table 15). ;

3. In a report to the Central Committee of the WPE, President Mengistu,
stated that "the Ethiopian Airlines and the Sugar Corporation productivity
and profitability have "hot only been encouraging but have been above
" comparison in their performance with any developing countries in a similar
economic enviornment., The Government has been obtaining annual residual
surplus of Birr 56 million from this sector"” [5 March 1990 (Yekatit
27, 1982 E.C.) Addis Ababa].

40. The factory sales price was Birr 0.98 per kilo in 1986/87 (1979
E.C.)}, and has increased to Birr 1.20-1.25 per killo (May 1990). This
price includes -all sales taxes. Market retail price varies according
to distance from Birr 1.50-3.00 per kilo. In more than 30 years, the
factory sales price has only increased by Birr 0.75, no more than 2
cents per year.

41. Sales distribution was at first done through contract with private
individuals and later the industry tried to establish its own sales
outlets. It is noted that prior to nationalisation, it had 8 branches
and 364 sales agencies. Since 1985/&6 (1978 E.C.) 76% of the sales
distribution, however, is performed by the Ethiopian Domestic Distribution
" Corporation (EDDC), itself a public enterprise and the rest by the Sugar
Corporation {(ESC documents). This seems to have worked well to the
satisfaction of the Ethiopian consumers who have been able to get fair
share of sugar for consumption according to quota at regulated prices,
through the Kebeles which have protected them from being subjugated
to high middleman margins.

42, A certain quantity of sugar is sold through. foreign markets, mainly
to the Republic of Djibouti, while molasses are also sold on European
markets. For example, in 1987/88, the quantity of foreign sugar sales
was 16% of total sugar sales and about 19% of total sales revenue (ESC
documents).

(v) Future Plans and Projects

43, Future projections for sugar industry development within the 10
year plan include three main project categories, the Fincha Sugar Project,
Wonji/Shewa Sugar Factories expansion project, and a fifth sugar factory
project.

The Fincha Sugar Factory Project

44, +This project is to be accomplished in two phases to produce a total
of 127,000 tons of suga¥r and 12,000 cubic-meters of ethanol, and develop
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93,000 hectares of land in the Wollega administrative region at Hurro-
Guduru Awraja on the banks of the Fincha river. The proiesct is expected
to create job opportunities for 7,000 Ethiopians eventually. The
estimated cost ‘fs Birr 410  million. - This project is to be the major
user of the hydro-electric power at Fincha (see Table). '

Fincha Sugar Factory Project

e, T Tees clotird

. B ?.Fi;at!?gase Second Phase. Total .
Sugar Production 85,000 tons/y 42,000 Lonsff.' JHIZE;bihteﬁs
Ethanol ~17¢ 7 27058,600 cubic m. 4,000 cubic it AV 12, 000 ubid m.
Land for : o RN

Cultivation 62,000 hectares - ~ 31,000 hectares — 793,000 hectares

~: Employment - ' A
: Opportunity - 5,000 persons 2,000 pcrsons ‘ 7;000lye?3 5

P The implementation progranme of this project was officially signed
and launched on 9 Junme 1990. S : s -

‘.WaniJShewa FactorieszExpansionrPrcject s S

.. 45, This project is intended. to expand the existing production capability
-..of the two factories from &0,000 tons of sugar . production per year,

. by developing 4,000 hectares of land in addition. ..The project.is expected
to. .provide . employment opportunltles for 2,000 Ethlnpians. > :

Dol
b

The F1fth Sugarx, Factorwaroject S T T R AR TP T

A6, - . This .involves.. a pre~feasibility, study :te. determine  location. and
~production. . .capacity. . -Te- a . large extent; -this project is intended: to
bridge. -any:gap.. between the. gupply of sugar provided by.ithe old apdumhe
-newly pro;eched sugar factorles and .the expected deﬁand. : : :
- 47 The above three pnOJects are eXpected to. increase toﬁal sugar
pxodpct;on by : 300,000 : tons -per:: year and thus 'bring: the total: supply
of sugar in the country to 400,000 tons per year. The expected revenue
... from these. projects is estimated fo' be Birr Juv -mailion’and ‘‘orescen
. to, cost,up to, 400G mllllqn ‘Birr, e : : S s
;‘.48. O;her major sugﬁr development projects 1nc1ude -better ~utilisation
of sugar by-products such as conversion of molassas. toproduce. ethanol
and baker's vyeast. In this regard, proiccts are under consideration
.to. puoduce, 13,292 tons. of ethanol,  and 1125 tons .of baker's yeast. ' The
-income.. to,.. be generated- from these. projects: is - expucted to: be.pirt., 30
million of revenues and would save about US$13 million of foreign 'exchange
per year., In terms of payrell it will involve 12 miilion Birr per year,
and open employment for 170 Ethiopians.
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Water Purificétioﬁ’ﬁfojécf:

49. Future plans 1uC1nde_ social development in the form of water
purlflcatlon pro;ect . The available dripking water around the WOnJ1~
Nazareth area is water-well that is known to contain floride which has
been the cause for the dental and orthopedic health problems most
perennial in the Wonji community. It is now planned to build water
purification plant with ‘a capacity - “of 4 million cubic meters of clean
water supply for the community which will provide not only clean drinking
--water but also will have immense effect in alleviating the ~health

problems. The cost: is estimated to be up to Birr 20 million and would
~ppen employment for 40 Ethiopians.

PERFORMANCE EVALUATION: SQOCIAL, ECOROMIC AND FINANCIAL CRITERIA

(i) The ESC and its Impact on Socio-Economic Development

50. At the beginning, the sugar factories were causes for many adverse
effects on the socio-economic environment around them. The period of
1951 to 197¢ is known for the many ill- effects the sugar companies brought
on the people by uprooting them from the land. However, in time there
has been some positive contributions to the .surrounding area as a result
of the spillover of the sugar industry activities. Particularly since
the revolution, the sugar industry has made significant ceontributions
in the Mazareth, and Metahara area . by : encouraging mnatural resources
utilization, fostering income generating activities in the community
.around it, stimulating..rural industrial development such as the opening
~up of. small . industries and services. For example, at Wonji many
maintenance and repair. . services, weaving and tailoring,food and agri-
cultural enterprises amnds commercial bank.services have been established.
The sugar industry has given employment to 16,500 Ethiopians who are
in turn estimated to support 60,000 dependants (ESC documﬁnt)

51.  In 1977, the industry made 1,500 peasants .around..the Wotiji/Shewa
. to become sugar, cane outgrowers on %70 . ‘hectares. - The..change: that took
place in outlook, consgiousness, and stapndard of. living was . tremendous,
Schools, (linics.and. service -giving enterprises were soon | set up.-and
better houses built. The literacy rate was changed within a short period
. of time as every one pracitically came to attend literacy-schools. [There
. was new indusgtrial and professional oulture.whichGSEarced to take roots.
52. Training programmes in agrlcultural tech11cal amd mdnagement that
are run by the industry have increased: the: technical . knowledge of
surrounding area., Directly or indirectly, these training programmes
., have widened, the heorizon not.opnly of..the. employe&s of: ithe 1ndustry but
@,also of all. the -people in the area.;..- . . ' - il e g :
o - : P L . :
“-53.. In . its endeavour to - develop &round 17 000 hectares cf sugar
. plantation, -the ESC .contributien- towards maklng nhe +area free.of. malarla
. should not b;; overLooked o Th, e ey v g graens Gy i e

.7"‘ : O Lo e ' O Tl =....w H B REREERY 3
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54. Sugar byproducts like molasses serve as inputs for food and:beverage
products, and the sugar industry 1s important suppller for such
enterpriges. .. Althowgh  the . sugay industry produces its. own .major ‘raw
material input: {(sugar:.c¢ane), it still .dependss on other -suppliers::for:

sacks (bags) .and’ other :type. of containers such as ! cartoms. ' It also -

uses a lot of.-electricity, .fuel, -and water which it acquires substantially:.
from others. ' It i$ thusy.a major -purchaser of these products and expends.
around Birr 5 mlllien per(year - : . S

W
., :

55.- Thmnysugan 1nduetry Jhas‘wmmportant backward and:..forward linkages .=
that,. have significant effectsi-on- the overall economy. It is highly. .
tied not; only :to the; beverage and -food sub-sectors as it supplies cattie.:

feed. and materials..dinputis; for:ahe ‘brewery, but is also conmnected with
the transport sector: .1t is,-involved in the tramsporting of inputs-

it- reguires. from- different -sub-sectors and areas of: the .country, and -

in .the: .distribytiop- of | its f1na1 products to the 'consumers :inside: and

outslde themcountry.; ERRETE P [N S S Sy
HSEPIE EE A e SERTIE A S e s oy T O SN T 0 VRES SN
(iL)»rThe Labour Force TRt ;g.-~‘;f,;; I R R SR Te SR

Pao ! : 1 I : Ly : i
56 The 1abour force qf the corporatlon numbers 16, OOO (19&5/86) cand:.
involves payments of upto Birr 38.1 million per year, or upto 29% of
sales revenue. The Wonji employees ‘have: been..in. the-forefroant in ithe

establishment of labour union in the country and negotiating with
management for the Ethiopian :workers right iy bthei industry!.ag early

as ;when the industry was under . foreign .expatritates: -domination. - :Thep -

were highly conscious and aware . of the foreign madagement: malpractices-

and, were the cause. behind the speeding up of::the. mamagement takeqver -
by. Ethiopian nationals. Today, their rightsare welk - progectéd dnd!:

arckgulated with well . formulated colléective: agreement:! that: provides:

opportunities for the  industry's own. remuneration schemes: - Esgloyees'
have many fringz benefits and social ssrvices provided by the corporatiom:
and their association.

(iii) SOQLal SarV1qes. R S B

- . R I
H L

Y

57. . The cnrp&retlon prov1des houslng services fori its..employees and-.

their families. It has 3,399 houses at Wonji/Shewa which provides shelter

for 32,000 residents, while in the Metahara there a¥e..6,553 houses that '«

have 27,000 residents.. Repair and maintenance  of heuses is:idene accordingW‘

to - planned sahedulesL‘and free water and electricity: supply provided

by . the . corporation., .. There is a communal recreational! facility with:-

cinema : hall around. -the residential area. These facilities: are run by
the .community itself: but the buildings and materials-:expemnses::are covered
by the corporation. Corporation employees and their Yresidents obtain’
health : services at the gorporation clidics, polyeclinics which are set-
up around the plantations and factories. ' ‘The corporation has its odwn

hospital at Wonji which has 176 beds .complete with doctors, nurses "and’’
dressers, equipped with x-ray, pharmacy; and small surgical unit. ' Motheér '~

and child care centre is also available. It is estimated that the
corporation spends Birr 34 million annually on health services (ESC
documents).
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(J.V) T‘I‘Blnlgg S, e CoTeenodh gt ‘
58. When therSugar factor1es were f1rst establlshed ‘the'biggest handicap
vialble_ was; the lack of techmically ‘trained Ethiopian' manpower,: which
made’ operations. totally dependent on expatriate  staff.  Asiuser of heavy
agricultuyrel’ machinery, - the industry “was -facing' extensive manpower
shortage iin: technicians 'that can operate: agricultural machinery. To
cater for this gap within a short time, a training centre was established
in 1963 in the Shewa Factory compound. The training was directed towards
meeting: the .-need : for:-agricultural —machinery operators. Bat: slowly it -
expanded to include.training programmes for sugar factory: ‘technicians,’
sugar:- faetory 'machine operators,: agricultural machinery operators and
repair -and. maintenance service -technicians, farm supervisers, sugar
chemical work. technieians = (sugar-laboratory), and factory foremén and
middle management ' persoamel. At ‘present,’. it has 'a ‘training facility
for:. accomodating ..up.- to''50 . trainees, with fully  equipped workshop. "
Training 1is givenm by senior expert staff of the factories which 'havé'’
developed experties in the field. The centre now offers various upgrading
short-term training programmes and courses. It ‘has been instrumental
in the ‘technology assimilation and adaptability" and "technological
capablllty build up” of the industry in the country ' o

(v) The F1nanc1a1 q;pects of ESC e

59.. .To fully apprec1ate the financial position 'of ESC one must first’
understand the. govermment financial regulations  undet' which government”

owned  enterprises :(public enterprises and publi¢: agencies) operate in °
Ethiopia. Proclamation 163/1979 is .the financidl® reégulation through
which the government exercises cont¥ol overli the i public¢ enterprises
financial- activities. The content iof the' proclamation 16371979 brings
the . publ;c entarprxses under . close - finencial: céntrol of the central”

treasurys. - i RN SR o S et
60. Although the ESC is a corporate entity holding 3 sugar factories,
and 3 confectionary factories, according to proclamation 163/1979 each
factory, plant, or operating unit 1is considered a public enterprise
in its .owm right with a state capital onr which annual capital charges
are .payable . to -the government; profit taxes icomputed:and  paid to inland
revenue, .and residual surplus made 'payable to the. Central Treasury.
Thus, rincome taxes, and . dividends payable to-the treasury are not ‘computed
on consolidated. profits of::the corperation,  but rather on " individual
plants. separately. . If. income . raxes ard dividends' were ‘paid on
consolidated profits, the. plants/corporatlon will have ‘had advantages
as ."considerable proportion-of net earnings ‘can be retained, and 1osses
at loss. making plants ‘can-be offset against 'profits -of other’ plants"
to _arrive at: net consclidated profits of the corporation om-which final

taxation, and. dividends are payable" (Sivitter 1986y :p. 19)., ' Under the -

present. ;situation corporations become mere administrative bodies only,
while each enterprise (plant) is liable for taxation on its own profits.

tiaild
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Capital Charges

61l. The Proclamation requires each public enterprise to make payments
to the government on annual capital charges of 5% of state capital and
reserves. This is tax deductible expense to arrive at net taxable income.

Reserves
62, The proclamation requires each enterprise to retain 1C% of its
net operating income (surplus) after taxes as reserves until the amount

reaches 30% of the state capital.

Residual Surplus

63. The net income after taxes and reserves, which is called residual
surplus, is to be paid as dividends to the treasury according to the
proclamation.

"64.° The effect ‘of 'the above prov1510ns on the publlc enterprlse is
© small retent1on rate of proflts and exce551ve payments to the government
in ‘form of taxes and résidual’ surpluq which may create  fipancial
~cbnstrints on the enterprlse ) However, to the natlon they constltute
“majdr sburces of government revenue

(R

State CaPital N
65. The total - cap1ta1 invested "in ‘'the corporatlon has anxeased by
123% since 1678 "The capltal of’ sngar corporation from the three sugar
factories only has incréased from Birr 82 million to Birr 184 million
in 1989, (see Table 17). The Wonji sugar factory started with Birr
23 million capital at the time of establishment. With the additions
of Shewa sugar factory and the WOn31 sweets factory the total capital
“was - intreased to- Birr 40 m111 on, out of wh1ch 40% was forelgn equity.

*At present the total capltal is Blrr 89 m1111on and fully publxcly owned.

“661ﬁ Metalara’ was stated with Birr 32 m11110n capltal out of whlch 49%
was of foréign equity. With contlnued expan51on of the factory m1111ng
capacity the "capital is presently Birr 49 m11110n, and . fully . publicly
“owned ($e¥¢ Table '17). Relative to other corporations within the Ministry
of Industry to which the sugar corporation belongs, the sugar corporation
has an adequate capital base next only to the . Tobacco and. Matches
Corporation. The adequacy of the capital base can be seen through the
Debt/Equity ratic. The debt/equ1ty ratios {current_ .and long-term
liabilities divided by capltal invested} for 1984 shows for the sugar
corporation to be less than 1.00 (see below), while the average for
all is 2.03%:
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Food » 1.93
‘Beverage SRR 3.33:
v -Bugar CerriAn 0.97: "
Textile DA - T/
Leather 9.97
Printing 2.64 !
Metal Works 3.05
Chemicals =~ 3.30 ARt
© Cement- - - : RS S N
Tobacco 0.7¢ - SR
Overall 2.03 . ‘ .
Source:. Siviter, 1986, p. 7. o
" Resstves | | | o

67. The reserves (retained earnings) of the sugar corporation ‘for the

tlast 12 _years are given on Table 17. They, have decreased.. fast: fa;qa
_ftlme perhaps ‘as a result of use. of ~internally generated fuands .for
r“effect1ng necessary expansion ,and or extendlng more social... services
‘facilities to employees. More recently, hawever, there is. an upward

trend again in order to bring them up to 30% of capital requ1red

ooz
68. In the post revolutionary period the total capital and reserves
of ESC has grown frqm Birr 63 million to Birr 194 milliom, or by Birr
131 m11110n or ZOBA . In the last 12 years on the other hand, the growth

has been from Blrr 141 m11110n to Birr 194 mllllon or by 37%..

vl

"Assets

69. The tQpaf assefs 6f thé.sugar.industry excludingtAddia_Ketema;and

Asmara sweets factories has increased from Birr 167 million (1988 to
Birr 284 million (1989), or by 70% (see Table 2¢). The increase has
been especially more accentuated in the current assets .than in the fixed

~assets during the period. The rise in total assets invested reabhed

a peak in 1982 and has 51nce then been decreasing. Despite the country's
1nterna1 problems, the sugar 1ndustry assets .have overall been show1ng
growth

Composition of Assets

'i70 The cufrent assets fepresent the 'greater portion of total asasets
showing extensive activity on the top part of the balance sheet. -Within

the ¢urrent assets, inventory represents the major component.

Liabilities

71. The total liabilities (debt) of the corporation has increased from
Birr 25 million (1978) to Birr 12C million (1982), and then decreasing
since to reach Birr 920 million in 1%8%. This up and down trend does
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not 'indicate an unwise strategy. ~-It. rather indicates a very good use
of "debt finance depicting. ability to borrow, settle and clear debt
“obligations on Lime, which helps to establish. a’ very good credit
worthlness standing. . The increase. in debt is due to current liabilities

- longterm ' Ilabllltles have. in. fact heen playlng less and less role

unrll their use came- to.. a. halt beglnnlng in 1978 Slnce then any
~g@bstantial heed for funds. mgust be met by elther current “debt or equity
capital.  The increase:in assets. investments seems to have been financed

then from equity capital source: rather than from debt end used more
"1n financxng current assets (Tahle 20). : h

Operating results

Sales

72. Table .21 shows summary of. income statement for the 1ast 12 years
from 1978 to 1989. Sales durlng this period increased by 1924. * From
1975 to 19749 sales 1ncrease¢ by, 118%, and from 197q to 1989 the ‘growth
in sales ‘was 34.9%. Sales fyom the sugar by- products such as “molasses
and other diversified . actiwities have also been _successful, deplctlng
an upward trend as seen in Tables 11, 12 and 13. This diversification
"efactivity .in the corporation helps reduce risk by extending the sources
~of revenue. and is important for the eff1c1ent utlllsatlon of resources

t

Cost oﬁ Sales,. Operatlng Expense° and Net Operat1ng Iticome

73. The cost of ﬁales rep“esents a 1ow of 60/ to a hlgh of 7”7 of sales
“-revenue - in. the. last 12 years kTable 18) _and fluctuatlng W1thin the
period. - The operat1ng and general expenses have xncreased from a ‘low
of "8.1% (1980) to.a high of .21.3% of sales (1985), durlng the 12 years
peried. examtqed -with the result thau,fhe net operating 1ncome before
taxation declined, from a high of 30.5% (1980) to a low of 5% (1985)
of salés. .On the.average the .cost of, sales is 717, operatlng and general
expenses 14%, and net operating income (b/t) 157 of sales. The net
operating income seems to have been declining due to increase in operatxng
and general expenses. ' The tendency for the increase in .operating and
selling expenses may be die to increase in numbeér of employees, ~employee
benefits ‘and  sorial, services. . The cost of sales changed by 32% while
the <changes: in .operating expenses .was by 163% ‘conflrm1ng the effect

‘o of - the inerease in dlabour welfare and social serv1ces schemes. During

the period  examined- sales ingreased by Birr 94 m11110n whxle cost of
sales was Birr 71 million, and operating and general expenses increased
by Birr 12 million. 1In no year did cost of sales or operating expenses
increase greater than sales.

-

i -Capital Charges, Residual Surplus and Income Taxes

74. Payments for capital charges Thave almost’ remained  in ' the
neighbourhaod of Birr 7-8 million per year, while income taxes have
been fluctuating with net income from a low of Birr 2 m11110n (1978)
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to as high as Birr 19 million in 1980.  Likewise residual surplus payments
have fluctuated from a low of Birr 3 million te a high of Birr 18 million
from 1978-289 (see Table 21). On the average the sugar industry has
. bgen making payments tc the government of Birr 26 million per- year in
..form of capital charges, income taxes, and residual sutrplus' (see Table

14), .In 1980-81 only the amount paid to government was close to Birr
40 million. These amounts tepresent an average 22% of total sales revenue
,.a8 shown ,in Table 16. It must be noted that the above amounts do, not

include other sales taxes which the irdustry pays in addition. In this
regard it is interesting to observe Table 15, where the total contribution
to government revenue could be as much as Birr 65,780 million con51der1ng
all taxes. : : :

Profitability

5. Net . operating incomé':Eefore_‘taxes was positive throughout with
an overall average profitability of 15% margin on net sales (Table 18a).
Margins have fluctuated from Birr 5 million (1978) to-.as high as Birr
20 million (1980). From 1978-89 profitability has -grow from Birr 5
million o Birr 16 m11110n or by 220% without any per10d1c 1oss.

76. Residual surplus payable is the bhalance "of surplus of a profit
making enterprise after taxes and transfer of 10% to general  reserves,
unless the reserve reaches the limit of 3U% of capital im which case
all surplus after tax-—is payable to the govermnment. The ESC enterprises

..ihad  reached their limit in terms of transfer to general reserves up

: ta. 1980, (see Table 20), and thus 100% of the surplus after taxes  were
wpayable to. the government but since then they still have been making
.positive. transfer to the1r retained earnings and ‘the balance of - 907%
paid to the government Thus the operating profits aré - either all:100%
Loor QOA of it paid £0, the government in form of taxes and residual surplus.
. 1f capital charges . were added back to the Net OQperating Income, - the
‘profltablllty margln on net sales could be 20.5% on average (see Table

18b),

,Ré%ﬁfn on Invested Capital and Return on Capital Employed

77. Table 19 shows the return on invested capital (ROI) and return
on capital employed (ROCE).* 'The return on invested capital’ (ROI) is
the net operating income 'after ‘taxes divided by invested capital.
:Invested capital represenﬁs equity capital. This ratio has been on
..ayerage 6.2% from 1578-89 (see’ Table 19) o o

*Invested Capital: Comprises state capital and geéneral resefves representing
the equity capital.

GaﬁitaI-Empfd?ed is: Compoéed'qf_cap§tal_invesfed (equity) plus longterm
liability. ' : R . -
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78... The return on capital employed (ROCE) is 5.7% on average. These
reﬁdrg@ are definitely, much  higher. When capital charges are. added
back 3 . the, retﬁrq to. government equlty and on total: \capital employed
could be more than. 10% (see- Table 19(3) g

79.. The dlfference between ROI and ROCE results from the inclusion
of . longterm debt: in the capital employed which depicts the overall gearing
factor, being 0.5% on average. (see Table 19(b).

Current Ratio

80. The liquidity ratio shows a decreasing trend from 1978 to 1989,
although. there is a, substantially improved position taking place in
between, starting -in the last three years. The current  ratio which
started with 4.4 (1978) went down to-as low as 1.3 till 1986, and since
thenhpiqkedlppfﬁo reach 2.2 by 19892.  The average ratio for the period
depicts 1.8:1. A. current ratio -in .excess of 1.5 is" considered to-be
acceptable even . .in. private enterprise. Studies show “that in other
Ethiopian Public Corporations the average has been just close to 1 and
constantly falling: (Sivitter, Kinfu). .With an average ratio of 1.8:l
thepsugar industyy liquidity position has .been on the strong side. ~ But
the fact that it is a heavy user of liquid assets or has a substantial
investment in current assets, -subjects: it .to liquidity problems now
and then. The significant point here is that the corporation has been
able to manage its liquidity problems; and:efficiently operate its workifg
capital to work itself out of the trough. This is an example of its
local financial management capability. It is evident ‘that this has
been accomplished by its ability to repay its current liabilities and
make its current assets .grow much faster than its debt which can only
emanate from positive operatlng ‘income: (Table 23).

81.,1The net current assgets have 0vera11 been positive with ups and
downs intermittently, but picking up :to an upward trend in the last

three years up to 1989 (see Table 22).

Inventory Turnover

82. This ratio computed by dividing sales or cost of sales by inventory
shows rather a slow turnover, as the result has been below 2, and below
1 respectively. This could be as a result of having a large amount
of inventory in stock. In addition there ‘is the problem of' including
items -like spare parts, supplies, containers in inventory which depresses
the result. Signhjificant improvements in 1liquidity position could be
obtained by reduction in stock..

Debt/Equity ratio

83, ADéht/equity ratio shows ability to use leverage finance relative
to equity capital base without too much risk. A sound debt/equity ratio
depends on circumstances such as length of loan time and repayment

S R R
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conditions, and on the organisations capatility to bear risk, or its
borrowing capacity. It is belicved that such..a . ratio would usually

preferred not to‘ exceed 1.5:1. As Table 23 shows, the sugar
corporatlon ratio ‘has not exceeded such a llmxt or. is within the limit,
and in- fd¢t has been ‘decreasing, increaging the. "debt capacity" or: ab111ty
to use more debt finance. The longterm debt is not significant relative
to short-term debt. As stated earlier this ratio also shows.the presence
of adequate éapltal base in the corppratlon, while studies of qthér’

Ethiopian ard ‘African pub11c enterprises show that they suffer.-a :1ot.

from inadequate capital base or undercapitalisation,

Agset Turnover and Non-current asset turnover

84.  This’ ratlo attempts to measure the efficiency in use of total assets,~’
that is the amount of assets used to generate ,sales revenue. The total -
asset turnover for ‘the sugar corporatlon for .the period under: réview
as shown ‘on Table 23 is less than one, but has- been . showing.-rising !-
trends ind1cat1ng 1mproVed eff1c1ency with . increases in sales. VOIUmetf
generated. " Looking at the non- current asset turnover omn . the other: hand; -
the ‘turnover Has been more than 1 14 on average . for .the  priod;: and .
reaching as high as 1, 7I in 19&9 Considering. that : this: increase : is-
achieved in the face of 1ncrea51ng investments in fixed assets, it means:
that " the volume  of’ sales generated has been growing at a faster rate:
than the" 1ncrease in flxed assets 1nvestments._

APPRAISAL OF ORGANISAIIONAL RELATIONSHIPS

'(i) ’AdeﬁiStrative Capability

85. 'The " corporation activity lS‘JPOW_ accomplished_ through ;two -main
divisions: the "D/GM of Operdtlons, and the D/GM. Plan and Development
division. The head oilice is supported by legal, internal audit,
organisation and methods, and public relatioms services. .The head office
and ~estate operatlons organizational charts, . are . as ' illustrated in
Figure 2 and 3. v : .

86. The corporation has been able to manage its financial resources
well subject to the Ministry of Industry supervision and proclamation
163/1979 financial guidelines, which in themselves restrain public
enterprise authority and éntonomy However, the ESC has been able to-
build harmonious - wdfkfﬁg relationships with the. Ministry and -ONGCP.
Therefore, its '1nternal management 'process ‘has. not been subjected to
too much 1nterference by the government, except in price setting. ' This:'

may be because’ ‘1t had, overtlme, established . a 'very modern and ‘seund
organisational strutture mannéd by management cadres who .are relatively: %

well remunerated according to ESC own salary scale. The ESC has various

incentive schemes, such as bonus and overtime pay. It is the enterprise.r

that has successfully implemented the piece-rate pay for agricultural
employees in Ethiopia. It 1s one of the few organisations -in .-Ethiopia
that has 1nst1tuted modern accountlng system which has been. functioning-

! LaE
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rather satisfactorily, producing timely financial information, with
books. of accounts duly closed and audited. The head office in turn
has been careful to respect the autonomous working conditions in factories
and maintaining uniformity of pelicy guidelines.

{1i1) Research and Development Services

87. The research and development unit is a recently established unit,
but it is an activity that has been going on for a long time, especially
agricultural research which. was being carried out at Wonji in terms
of soil testing (macro and micro nutrients), and sugar cane plantation
testing. Since nationalization this unit has  been strengthened to be
the co-ordinator of all research and experiment endeavours and made
to . extend researches into c¢rop physiolegy, productivity improvement
"methods, technology choice and acquisition, irrigation schemes, and
spare parts design and manufacturing. Attempts have been made to equip
. the unit with modern technology and man it with appropriate research
staff.

Conclusions and Recommendations

88. Whereas public enterprises, especially those in Africa, are said
to have been contributors to public sector deficits or causes of
unacceptable levels of debt, the Ethiopian Sugar Corporation's domestic
productive and management efforts have resulted in efficient resource
management. The ESC has made positive contribution to the economic
development of the country. Far from being the cause of actual or
potential loss or heavy indebtedness, the ESC has contributed to the
sustainable growth of Ethiopia. ' -

(a) The study indicates that the sugar corporation has made
remarkable growth through expansion of its: capacity, utilisation
of existing productive capacity and use of -local capability
in terms of technological adaptability and modern management
skill assimilation.

(b) There has been significant increase in production and
productivity in terms of areas under cultivation, quantity
of . sugar produced, and yield, Area under cultivation has
increased from 8,174 hectares in the pre-nationalization to
16013 hectares in the post-nmationalization period. Production
increased from 128,000 tons per year in 1978 to 178,000 tons
in 1989. The vyield has proved to be better than in other
international Asian sugar producing countries.

{¢c) The ESC has made better utilisation of resources. It has
attempted diversification of activity through better utilisation
of its by-products and agro-industrial production.
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(d) The corporation has adequate capital base in contrast to the
usual: under-capitalisation phenomena that are prevalent in
mest public enterprises. The rate of return on 1nvestment
and capital employed has been p051t1ve, and con31stent :

{e}) The corporation has proved itself to have sound financial
management practices in terms of use of leverage. It has
used debt financing wisely and to the benefit of all concerned.
There is efficient working capital management. .

(£f) The ESC has provided extensive employment opportunities to
", the country, and provided important  social services not only
to its employees but also to the surrounding area. It has
v been making substantial contribution to goverunfent revenues
:in- the form of capital charges, residual surplus and income
taxes. : : ‘ e

{g) Other previous researchers show that the ESC's finarncial ratios
such as debt/equity, current ratio, inventory turnover, are
all in line with Dunn & Bradstreet ratics of similar
enterprises. The ESC financial profile thus seems to be at
par with that of enterprises in similar line of activity in
the industrialised countries.

$9. Recent literature has witnessed debates on the role and objectives
of public enterprises and the evaluation of their performance. It Hhas
been reiterated that public enterprises should be run in a self-sufficient
manner so that they are able to generate surpluses which could be used
for financing their modernisation and expansion, and for' the nation
to get a fair rate of return on the funds invested. ‘There 'is no doubt
of the need for quantitative parameters for evaluating their performance.
In this connection the performance of public enterprises in developing
countries in terms of overall economic growth and conventlonal economic
profitability have been less than satisfactory. ‘

90. There is widespread talk nowadays about the poor performance of
public enterprises. It is argued that the public enterprises or state
owned enterprises in Africa are the causes of the continent's economic
failure. “"Enterprise failures"” or particularly “'business failures®
are not unique to public enterprises. They are also phenomena of any
business enterprise. For this reason causes of corporate failures have
been a subject of ipvestigation under the name of 'corporate failure,
or industrial sickness'. Attempts have been made to examine why they
have failed or identify causes of their sickness so that a mechanism
could be devised for corrective action. Failure of a business enterprise
and industrial enterprise, be it private or public, has grevious economic
consequences, as it brings loss not only to creditors and owners, but
also to employees and eventually to the community or the nation. That
is why it was important to develop models for predicting '"business
failures"
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g91. Prlvatlsatlon has béen suggested. as -.a. solotion, as if private
enterprlse s 1nsu1ated from poor.  economic' .performance or failure.
Privatisation does not guarantee success, although it deces offer. the
opportunity to go bankrupt, which the public sector does not offer
"{Impact 19%0/1, Global Survey of Privatisation p. 45). In some quarters
“privatisation came as pragmatic respomse to budgetary problems"

Unfortunately 1literature on public enterprise - has . hitherto only
Loncentrated on poorly performing public enterpriges with little regard
to good performlng publlC enterprlses, even if they are few. :

92.  In .this regard,‘ the Ethiopian- Sugar Corporation has - been taken
ad'onéﬁdf'the public enterprises .that has been relatively successful,
The 'EtHidpian Sugar Corporation as a government  owned enterprlse is
subJect to a lot of public enterprise constraints;

(a) it is a holding company type of organisation which controls
* plants from head office.

(b) it is subject to a long chain of command, central political
command, budgetary control and govermment regulations, and

it is wholly government-owned and controlled,.

93filAé can be rébbmmended from the study, the following are some of
the reasons why the ESC has operated successfully.

(a) Committed and qualified management cadres.

There were a few trained Ethiopian managememnt personnel ‘and
_technlclans in the industry working under the oppressive foreign
'management cont;o;-wuo were rignting ,for the overthrow of foreign
fcontrol and .ownership. Thus, at -the time of nationalisation they
”took over. They were willing and determined to .do their best and

not less. They did, sharing their knowledge and ingenuity with

cach other, through strong internal training schemes, determination,
and commitment, This is what led to better '"technological
assismilation' and continuous productivity increases.

(b) Management autonomy

The industry had earlier, uﬁder foreign ownership and management,
built a strong and 1ndependent organisation structure on estate
operatlons,_ and had 'gathered highly productive, conscious and
compet1t1ve employees . In post- natlonallsatlcn period the autonomous
 management organlsatlonal ‘structure was left to prevail to a large
_extent.‘ When "proletarlat 1de010gy began to pervade work discipline
‘and affect product1v1ty neuatlvely, the government was prudent
_enough to’ leave management .to. deal with the problem on its own
and 'in ;gs ‘own way, without political interference. In turn and
in "due ‘course, the ESC. and its employees also came to earn the



ECA/PHSD/PAM/90/11[1.2(ii) (a)]
Page 26 ‘

respect of the ministry and the government. The hehaviour of the
enterprise exhibits effectiveness in internal decision wmaking,
framing and implementing plans, - using resources, structéring
organisation in mdn and materials and conttol over  operations excéptt
price. : : ' P oo

Lot

{¢) Employee satisfaction

Other reasons- that ~could have contributed to  the successful
performance of ESC:operations could be the employee satisfaction:
and conducive -working - enviornment. The ESC has' a good recruitment’
and promotion policy, with relatively adequate remuneration and

incentive systems . which have frequently been revised. The ESC

has an extensive -employee benefits scheme ‘which spills over even
into the surrounding community. In this. respect thé ESC practices’
have frequently been cited by the government as exemplary to be
emulated by other enterprises. Employees seem satisfied with their
industry working: .conditions. The result of this satisfaction is
visible in the production results and the yield achieved.

(d) Financial discipline

In developing countries capital is the most scarce resource, and
its misuse has grevious consequences not only on enterprise
operations but on the national economy.  Public enterprise's ‘poor
performance immediately results in heavy burdens on the national
budget, thus causing what has come to be called "financial
hemorrhage', instead of generating new resources as expected. It
is important that prudence is exercised in capital management.
Financial management 1is a . risky affair that requires technical
knowledge and. skill as weld =8 crr-te discipline in trade-offs.
It must be noted here that use of proper accounting tools ‘and
financial  information .are -indispensible for planning appropriate
financial strategy and  .taking timely decision. Many studies,
. however,  show inadequate accounting information- to be the most
prevalent . feature of many public enterprises and parastatals in
Africa. ‘

This study shows that enterprises under the ESC have a reliable
accounting information system with a variety of internal and external
financial and non-financial reports. They have been able to close
~their -accounts annually ‘and have them audited. “Part  of the
industry's success -comes .from having these financial information
. data-and ability:to use them to plan financial strategy and monitor
financial activity in.. terms: of meeting obligatiohs on time, or
.-in the more familiar language of finance field, in monitoring their
- liquidity;  profitability, .and solvency. In’' Ethiopia although the
-ESC.. acts as~~a: holding company, each enterprise is a tax-paying
-entity which allows it to act with sufficient operational autonomy.
The . corporatiem: in: such a case becomes limited to overall policy
guidelines and performing limited administrative furictions. The
corporation is also restrained in its control over the industry
cash management. The head office must be run by levy from the
plants, and it must justify its cost to continue.
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The success in the working capital management efficiency, would
not have bLeen possible to accoumplisi, itad che enterprise not been
able tn monitor firidancial vesults on time with up-te-dage financial
‘pformation. Ztudies show that wmanv rublic entevprises in Africa

Kave ‘failed in this respect resulting in liquidity problems due

tv unccruplous indulgence in short term debt, failure fo.synchronise

‘¢ash inflow and outflow, and possession of slow moving or dead
“stocks’ which tie-up much needed capital. The ESC entities have

a good capital bhase unlike cother public enterprises which are
undercapitalised or financing their investments by debt without

‘prudencz.  The financial management of each . enterprise has

demonstrated its abkility to use financial information for monitoring
financial ~adtivity, for . plaoning financial strategy, and.. for

‘maintaining necessary financial - discipline. All this could . not
‘be achieved without good accounting information . .base and manpgwer
"skills to take independent action on time. This is what
"perestroika’ is  all dbout’. This is not to say that the ESC. or

its entities have heen able to completely achieve such autonomy,

“but at least their behaviour seems tacitly to exhibit operations
"~ of such 2 millien.

"{e) Organisation Structure

‘Crganisation of public enterprises or ©parastatals has been

characterised as bureaucratic and subject (o long chains of command
which inhibit routine decisions at the operational level, especially
as the structure invelves pilant, corporation, aad supervising

authority levels of Thierarchy. The holding company type of
organisation structure has also been criticised as not suitable
styucture bocause it iz not amenable to discerning and distinguishing

efficient from inefficent enterprises, and may lead to subsidising
inefficient enterprises by z2ificient ones.

It is evident from this study that for public enterprises to achieve

successful financial performance they should strive:

{a) to build a well trained management cadre.

(b) :tc create conducive working conditions and boost employee
morale and satisfaction through adequate remuneration schemes
and social benefits. Haturally, unless trhe management itself
is satisfied it is npect going to be the motivater of other
employee morale.

{(c) to establish a more autonomous enterprisc operation with control
over resources and decision making process.

(d}) to thave adequate and independent financial management
capability, especially skills in debt management.
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r

fingroial irnfermatiocn system and promote
use of proper financial data for decision making.

(e to sstablish =elia'lc

(f) to create harmonious relationship with the supervising authority
and the government, to forge an enterprise behaviour that
will earn status and respect which will permit it operate
in an independent autonomous manner. In short, it is a questiom
of tuilding an institution.

Given these factors, a public enferprise can succeed and be able to

achieve more successful economic performance. Too often economic
nationalism tends to hamper “management performance” and  cause
“"technological bankruptecy” irn public eunterprises. The ESC seems to

operate successfuly bty abiding by the national political and economic
policy. The influence of politics on ownership and control of private
and business enterprises is an inevitable occurrence. The key to success
in public enterprise operations in developing countries like Ethiopia
seems to lie in the ability to maintain political boon for the enterprise.
As much as a manager’'s leadership is esseatial, it is haza?dous if
enterprise's successful opevation is totally ascribed only to the ‘manager
as a person, instead of to the 'management”™ in the organisation as a
team or as an institutiomal process. The ESC success seems to come
not from the personal association with any particular dominant general
manager's image but from the management cadres, though, definitely,
there have been managers who have left their imprints dn‘the_progress
of the ESC. o
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ETHIOPIAN SUGAR CORPORATION (ESC)
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Table 1: Area Under Cultivatioﬁ in Hectares

Year Wonji Shewa Metehara Total
1951/1952 2,674 - - 2,674
1961/1962 - 3,000 — - ‘3,000
1967/1968 - - 2,500 2,500
1975/1980C 250 1,129 . 6,460 7,839
Total 2,924 4,129 85,960 16,013
S T S s R s T I N S S S R SR S ST T s T T S I TN E SR s S mEE TS ==============‘== ZERIZT==S=

Table 2: <Cane Crushing Capacity Per Day in Tons

- Year ' Wonji Shewa Metehara ComBined
1953/1954 750 - ' - 750
1955/1956 1,000 - - 1,000
196171962 - 1,000 - 2,000
1965/1966 - 1,200 - 2,200
1969/1970 - - . 1,700 3,00
1971/1972 - - 1,900 4,100
1972/1973 - - 2.450 4,650
1975/1976 - - 3,000 5,200
1977/1978 1,420 1,650 _ - -5,050
1962/1988 - - 5,000 8,070

Present 88/8§9 1,420 : 1,650 5,000 _ 8,070
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Table 3: Supar Production and Productivity
Year Workmen in ?iéé?ft%?ﬁ Vman;zi?rsl Production Productivity
Permanent Seasonal Production in Tons tons/Map-Igar
1953/1954
{1946 E.C.) 664 1,963 1,645 2,661 1.6
1957/1958
(195C E.C.) B7C 4,702 3,221 32,504 10.1
1961/1962
(1954 E.C.) 1,356 5,953 4,333 37,415 - 8.6
1962/1963
(1955 £.C.) 2,457 5,340 2,127 62,747 12,2
1970/1971
{1963 E.C.) 4,338 3,498 6,087 169,400 18.0
1973/1974
(1966 E.C.) 5,454 4,839 7,874 120,657 15.3
1977/1978
(3970 E.C.) 7,342 5,297 9,991 146,665 14.7
1982/1%83
(1975 E.C.) 8,928 6,852 12,354 177,745 14.4
1985/1986
(1978 E.C.) 8,747 &,117 12,806 181,202 14.1
1986/1987 _
(1979 E.C.) 8,417 g,087 12,461 167,784 13.5
1987/1988
(1980 :E.C.) 8,427 8,307 12,581 175,084 13.9
198871989 — T 77
(1981 E.c.) - - - 177,974 -
1989/1990C
(1982 E.C.)
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Table 4: Sugar Production (tons)

Year Wonji - . Shewa Metehara Total
1954/1955 o o L
(1947 E.Cc.) ~ 15,840 ' - - 15,840
1962/1963
(1955 E.cC.) 34,749 24,463 - 59,212
1972/1973
(1965 E.C.) 32,1%0 . 42,343 : 57,249 131,782
1977/1978 . : ‘ s
(1970 E.C.) 35,326 41,135 70,205 146,666
1982/1983
(1975 E.C.) 39,¢16 40,576 28,154 177,746
1983/1984 w .
(1976 E.C.) - 37,833 42,420 165,871 <. '186,124
1984/1985 : -
(1977 E.C.) 31,278 42,397 106,653 180,329
1987/1988
(1980 E.C.) 36,838 42,491 95,705 175,084
1988/1989

(1981 E.C.) © 34,422 46,987 96,566 177,975
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Table 5{a): Sugar Production 'in Tons
Year Wonji Shewa Total Metehara Total
‘ Won ji/Shewa Wonji/Shewa/Metehara
1954 Trial 2,661 - 2,661 - 2,661
' 1955 15,840 - 15,840 - 15,840
1956 16,172 - 16,172 - 16,172
1957 26,050 - 26,050 - 26,050
1958 32,506 - 32,504 - 32,504
1959 35,859 o= 35,859 - 35,859
1960 39,857 - 39,857 - 39,857
1961 37,588 - 37,588 - 37,588
1962 37,416 - 37,416 - 37,416
1563 34,749 24,463 59,212 - 59,212
1964 32,888 29,859 62,747 - 62,747
1965 28,605 33,084 61,698 - 61,698
1966 31,125 37,734 68,861 - 98,861
1967 35,663 41,206 76,868 - 76,868
1968 30,158 37,595 67,752 - 67,752
1969 29,914 36,286 66,199 - 86,199
1970 27,778 39,673 67,445 29,665 97,110
1971 28,409 39,837 68,246 41,188 109,434
1972 30,192 40,287 70,479 46,164 116,642
1973 32,190 42,343 74,533 57,249 131,783
1874 30,237 41,429 71,666 48,992 120,658
1975 31,337 41,505 72,842 55,797 128,640
1976 32,017 38,619 70,636 52,650 123,287
177 32,023 38,965 70,988 53,117 124,106
1978 35,326 41,135 76,460 73,205 146,665
1979 36,650 44,267 80,917 74,418 155,336
1980 39,461 43,687 83,148 70,356 153,505
‘1981 38,745 44 4606 83,211 70,825 154,036
1982 37,977 42,591 80,563 64,901 145,469
1983 39,015 40,576 79,591 98,154 177,745
1984 37,834 42,420 80,253 105,870 186,129
1985 31,279 42,397 73,676 106,502 180,178
1986 35,441 38,914 74,355 106,842 181,197
1987 36,424 39,933 76,358 91,426 167,784
1988 36,888 42,4%1 79,379 95,705 175,084
1289 34,422 46,987 81,408 96,566 177,974

Source: Upto 1986 from Melisachew Mesfin, additional data compiled
from ESC documents.
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Table 6: An International Comparison of Sugar Yield (Sugar Yield Per
Unit of Cane Crushed in Per Cent) : :

Year Ethiopia India Philippines

1950 - 9,93 11.29
1951 - - 10.03 S 11.44
1952 - 3.57 '10.82
1953 - 9,98 10.87
1954 - 10.08 11.00
1955 - : 9.93 10.97
1956 - 9.51 11.21
1957 - 9.72 11.50
1958 - 10.02 11.78
1959 - 9.84 11.23
1960 12.08 9.91 10.82
1961 11.66 9.73 11,21
1962 11.18 9.77 _ 11.21
1983 . 11.82 10.28 10.93
1964 11.92 10.00 : 10.24
1965 - 11.54 2,66 9,56
1966 11.51 9.70 10.56
1967 12.37 9.97 10.21
1968 11.54 9.94 10.29
1969 16.89 9.50 9.71
1970 10.79 9.33 .99
1971 : 11.08 9.79 8.84
1972 11.30 ' 10.03 9,32
1973 11.60 ' 9.58 9.91
1974 11.75 9.34 4.38
1975 11.68 9.90 $.74
1976 11.40 16.18 9.82
1977 : 11.06 9. 88 9.87
1978 11.33 9.60 10.36
1979 11.05 9.78 16.15
1980 11.82 9.88 -

1981 10.84 9.5 -

1982 1¢.59 - e

1983 11.04 - -

1584 11.36 - -

1985 10.96 - -

1986 11.31 - -

Source: From Melisachew Mesfin's Technology Transfer in the Sugar
Industry: The Case of Ethiopia. January, 1990, Addis Ababa.
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Table 7: Holasses Production (Tons)
Year Wdhji' Shewa Metehara Total
1862/1%613 .
(1955 E.C.) 9,830 - - 9,830
1972/1973 . =
(1965 E.C.) 10,315 12,851 25,181 48,347
1977/1978 o
{1970 E.C.) 11,947 12,413 27,8§Q 52,220
1982/1933 :
(1975 E.C.) 12,569 11,547 40,631 . _ . 61,747
1984/1985 o paoy 3
(1977 E.C.) 11,9196 14,050 44 856 7T 70,822
1967/1988
(1980 E.C.) ) 11,748 13,177 35,993 60,918
-~ 1988/8¢9 ' :
L1%R1 E.C.) 10,956 13,753 35,486 60,196
“Takle &: Sweets Production (Tous)
" Year Wonji Asmara Addis Ketema Total
il — .
197271973 . . .
. (1965 E.C.) 1,118 - L - 1,118
197771978
(1970 E.C.) 1,505 - - 1,505
- 1982/1983 :
(1975 E.C.) 2,440 296 438 3,968
198471985 o o
(1%77 E.C.). 2,463 B 621 301 3,385
1987/1588 £ P SENTE
{1980 £.C.) 2,572 308 674 3,560
1988&/198&9 .
(1981 E.C.) 2,383 641 3Ge 3,333
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Table 9:

Table 10:

Fruits Production {Tons)

- Year e L uTOtalmﬁMgFﬁhafal

198171982 S .

(1974 E.C.) 2,574
1982/1923

{1975 E.C.) 2,383

1984 /1985

(1977 E.C.) 2,863
1987/1988

(1980 E.C.) 2,688

Revenue from Sugar Sales (000 Birr)

1989

67,827 _ 75,371

o Year Wonji . Metehara ' Tdﬁél
1974/1975 16,517 16,517 36,034
1976 37,069 25,095 62,166
1977 32,103 © o 25,.12 63,916
1978 28,252 21,179 49,431
1979 58,515 48,253 106,768
1980 71,692 47,200 118,912
1981 72,465 47,250 119,715
12 “BGIRT8 - 44,025 108,903
1583 60,456 58,645 119,101
1984 68, 4E4 23,075 " 151,559
1985 55,884 67,678 123,562
1986 56,853 71,327 128,180
1987 64,657 74,653 139,310
‘1988 63,6867 66,745 130,432
143,198

Source: Ministry of Industry computer print-out data,
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Table 11: Revenue from Sales of Sweets in Birr
Yéar Worji Addis Ketema Asmara Total
‘ Factory . Factory Factory
1979/198C - - 569,887 - 569,887
1980/1981 - 575,409 - 575,409
1981/1982 - - 763,657 904, 744 1,658,401
1982/1983 7 - 717,196 1,972,722 2,689,918
1983/1984 4,747,114 643,871 1,711,763 7,102,748
1984/1985 6,419,642 641,565 2,012,130 9,073,337
1985/1986 "5} 244,539 643,126 2,036,246 7,923,911
1986/1987, 6,590,873 646,607 2,150,897 9,388,377
1987/1988 6,742,307 648,245 2,295,916 9,686,468
1988/1989, 6,231,304 651,093 2,163,677 9,046,074
Source: Coméiled;from ESC documents.
Table 12:. ﬁevenue from Sales of Molasses in Birr
Year Wonji ~Shewa Meéehéra Total

1983/1984§ 717,895 1,073,008 4,087,331 5,878,234
1984/1985 595,820 1,180,217 4,171,617 5,%47,654
1985/1986 595,901 984,547 3,781,129 5,361,577
1986/1987 556,970 932,861 3,301,135 4,790,966
1987/1988 587,410 1,106,860 3,347,349 5,041,619
1988/1989 542,825 1,155,252 3,300,245 4,996,322

Source: Compileﬁifrom‘ESC documents.
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Tetle 13:7 Totsl ESC Seies in Bicr .
Suger - L,Mnlassas&i ’ Sweets : Fruilts
- Addis”
. Year wonji Shewa _ Matehare Wonja Shews ég Matahera; Wonji Asmara Ketema Matehara Totsl

—— o - [ t
- o1
‘ Lo . SRR T S N S B o oL ’
1uB3/1684 32,873,615  356,856.651 ~01,00),1387. 717,805 ©1,073,008;}4,087,33% 4,747,014 1,711,763 ©43,87) 1,152,881 175,857.3

: : e : - i
' . . - L. . H St 3

1964/1680 27,176,670  36,838.686 92,671,139 505,870 . 1,180,217%4,17},617  6.419,642 2,012,130 B45,565 933,787 172,543.2

1
t o e
|

- ~a

1 t : :
1965/1086  3D,704,51) 33,812,027 92,835,613 505,001 © 98#,5«?,;3.7Bi.129 §,244,539 2,036,248 643,128 1,680,482 172,408.2

YdB5/1887  31.848,2487 34,688,044 79,440,833 556,970 932,861 °3,301.035 A8,5¢D,873 2,150,887 646.607 2,336,525 162,303.9

Vi - i
1687 /10B8 32,081,723 36,020,423 83,156,422 537.‘!‘0 1,106,860 3,347,349 68,742,307 2,205,816 648,245 2,105,233 168,9833.48
. . / . i

: ' -
1988/10898 .29,808,0'5 40,928,857 83,005,837 542,825 1,155,252 23,300,245 6,231,304 2,163,677 651,083 1,786,285 170,477.2
T <~ ot ) : - -

Source:’ E.S.C. documants.
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Table 14: ESC_Payments of Capital Charges, Taxes and Residual Surplus
(in OGO Birr) o S

Year Cgp?tal Taxes - _ Residual | Total Payments Net-Ope{ating
Charges _ . Surplus to Government Profit
1978 - 2,150 3,378 5,528 5,194
1979 7,090 16,050 14,273 37,413 29,811
1980 5,941 12,923 18,557 43,421 36,083
1981 7,058 16,520 16,270 39,848 | 31,122
1982 - 7,339 9,870 8,671 25;880 17,481
1983 7,382 10,180 9,967 27,529 19,129
1984 7,431 12,026 11,323 30,780 21,039
1985 7,488 4,337 4,339 16,164 6,179
1986 7,509 8,303 6,987 22,799 13,297
1987 7,567 9,484 4,327 21,378 11,690
1988 7,986 6,173 4,231 18,390 _“ | 7,817
1989 7,953 0,441 9,443 26,837 15,951
Average 26,330

R T R A T R S S S S S T S S R T S S S e T S N e T R S T T N T T T T T R N s e oI T S R TE s T S
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Table 15: Taxes paid by ESC, 198571986

. ECA/PHSD/PAM/90/11{1.2(ii) (a)]

(1978 E.C.) (000 Birr)

Metehara

Asmara

Addis K.

Head

Description Wonji Total
Shewa Sweets Sweets Office

Excisé tax 17,577 12,149 - - - 29,726
Excisé‘taxes |
Transaction taxes 4,185 2,893 4,292 (2,350) 716 7,796
Turnover tax 1,569 1,084 2,041 1,523 87 2,744
Capital charges 2,828 4,681 31 27 - 7,568
Residual surplus 4,893 2,872 411 105 - 8,282
Iné;me Tax 3,440 3,204 497 116 - 9,257
Sur tax - - 0.26 136 73 211
Pension - - 0.07 0.14 72 72
Municipality tax 50 34 39 - - 125
Total 36,544 26,918 987 384 949 65,780

' Source: ESC documents.
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Table 16: Income Taxes. Residual Surplus and Capital Charges
to Sales (%)

Income Taxes + Res. Surplus

?ear ;2}?? and Capi?a} Charges % of Sales
Mill.
_i973 4e 6§ 12.2
1979 107 37 3.6
1980 119 43 36.1
1981 120 40 33.3
1982 | 109 26 23.8
1983 e 28 23.5
1984 . 152 | 31 20.4
1985 124 | 16 12.9
1986 128 23 | 1.0
1067 139 21 - 15.4
1985 130 12 13.8
1989 143 17 19

3
!

Average; f : 21.9%
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» )
Tahie 17: EBC Capital end Rgsarggs {in 000) Birr
Woin ji/Ehaa Matehara Total W/S5 B M hddis Ketema Agmare _T&ts! Swoaets F, Totol EGC
Year lapital.  Reservs Capital Reserve fpopital Reserve Capital Reserve Capital Reserve Cépital Reserve Capital Reserve
1978 30, 806 ae.sée ;'éz.nna 21,945 Ez.uap LENE na ne - na na ne na 82,400 59,411
i : : : '

1278 50,400 35.355@: 32,000 21,043 B2,uB0 B3, NCH na ne ne na - na na g2,4C0 g, uct
1980 50,450 7;35,355 37,600 PATRTE] BZ.u00 hG, 465 480 5 ne na LY: 5 Bz,8B4 58,470
P36 a8, 75¢é 2,861 53,107 1,347 194, G068 B, 040 ugy 5 na na . C1:L] 3] 42,348 4,913
13872 88,784 3,838 53.\5@ 2,138 ih!,BEd 5,778 L3:8 14 518 na 1, 0C2 X V42,567 5,789
1383 58,748 4,240, . 53,108 7,550 141,085 6,759 Y8y 25 515 a2 1,007 &7 142,887 6,856
1164 4,580 - 2,100 A,2i2 41, E65 7,901 yeYy 37 518 13 1,002 103 i42,867 8,004
1985 aB,7u5 4,655 53,1009 3,462 14,000 5,351 4 BL Y Lie i\? ?3,002 164 t42,B67 B,515
1587 RO, 200 £.,860 53,106 3,232% 142,318 H.Q!? LER . 7 514 HSE {I.GDZ 495 42,320 g,4%07
1908 BS,?D# E.B?G‘ 53,109 3,287+ 142,018 9,137 ”na na na n% !N na 142,318 G,137
1888 89.255 3,319 QH,;DQ 4,833 163,594 16,152 na g n né na na 183,584 10,152

*©xolures lean rodemption fund of 7784

Sourcc: Ministry of Industry data and EBC date.

ol

i
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Table 18: Comparison of Cost of Sales Opergtigg _Expenses Vagql Net
ngrating_Iﬂcomé“£6;5a1es”(%)ﬁi;], I

Cost of Sales Operating Expenses . Net Operating

e G A T g i etamnen tO Sales inc. to Sales

IR

1978 ooorss 0 gt s
1980 6l ﬁ': a;;') | V =f:,3o.§,”_
1981 64,7 ” 9.3 259
1982 7209 | 10.9 7‘4., 16.2
1983 72.6 | 1.3 j |  ”,116.1
1964 66.4 19.7 13.9
1985 73.7 21.3 : 5.0
1986 70.4 | 19.2 - 10.4
1987 79.3 15.3 _.‘ 8.4
1988 78.7 - 15.3 5.9

1989 76.3 12.1 o1l

Average 71.1 13.8 e 15, 1%




ECA/PHSD/PAM/90/11[1.2(ii). (a)]

Pége=44
Table 18(a): *'fist- GdaEing Tncone ang. Other Lugome .
T _'
il Total Net-Inc.

VYear Sales” = Net Optg. Inc. % of Sales Qther Inc. b/t

_Birr 000 Birr 000 Birr 000 Birr 00O
1978 49,432 5,194 | 10. 334 5,528
1979 106,768 29,813 27. 510 30,323
1980 ° 118,912 36,053” 30. 1,399 37,482
1981 ' 119,715 31,132 25, 1,658 32,780
1982 ' 108,903 17,481 16. 11,060 18,541
1983 119,101 19,129 16. _'1,018 20,147
1984 151,559 21,039 13. 2,310 23,349
1985 123,562 6,179 5. 2,497 8,676
1986 128,180 13,297 10. ui,997 15,290
1987 ° 139,310 11,690 8. ‘2,i23 13,813
1988 130,430 7,817 5. _ 2,587 10,4064
1989 143,198 1l. 2,933 18,884

15,951

Average

15.
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Table 18(b): Net Operating Income Plus Capital Charges to Sales(%)

Net Operating Income

Year - + Capital Charges  Sales - %
' ' Birr 000 Birr 000

1978 5,194 49,431 10.5
1979 | 36,903 106,768 3.6
1980 42,024 118,912 35.3
1981 38,190 | 119,715 31.9
1982 24,820 108,903 22.8
1583 | 26,511 119,101 22,3
1984 | 18,470 151,559 18.8
1985 | 13,667 | 123,562 1.1
1986 4' 20,806 - 128,180 16.2
1987 ' ' 19,257 139,310 13.8
1988 N 15,803 ) _xm' 130,430 TR
1989 o 23,904 143,198 167

Average 20.5
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Table 19: Return on Invested Capital and return on Capital Employed,

1978-1929

Net Income Invested Capital
Year .. After Taxes "Capital RoI employed ROCE
1978 3,378 141,811 ‘ 2.4 150,827 2.2
1979 14,273 141,811 10.1 147,798 9.7
1980 18,557 141,865 13.1 148,682 i2.5
1081 16,270 146,773 11.1 175,075 6.3
1282 2,671 147,640 5.9 175,194 4.9
1983 9,967 148,634 6.7 174,424 5.7
1984 11,323 149,766 7.6 167,3%6 6.8
1985 4,339 150,216 2.9 161,431 2.7
1986 6,987 151,358 4.6 150,059 4.7
1987 4,327 159,024 2.7 no change 2.7
1588 4,231 159,249 2.6 no change 2.6
1989 9,443 193,746 4.9 no change 4.9
Average _ 6.2 . 5.7%
ROI = Return (net income after taxes) on.capital invested-

Capital invested = State capital + reserves

it

ROCE Return (net income after taxes) on capital employed

Capital employed = Capital invested + long-term liabilities
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Table 19(a) Return on Invested Capital Including Capital Charges

Net Income After Tax Capital . ... Invested oo
”gear  ';:(%ééidualﬁgurglgs)_ Charges -‘?°t?1 Capital® -ROT ROCE

1978 3;5§Sﬂmim-_ na 3,378 141,811 2.4 2,2
1979 : ‘14;if3 | 7,090 21,363 141,811 15.1  14.4
1980 18;557 : 5,941 24,498 141,865 17.3 16,1
1961 "16:ifp ‘ "; 7,@53  23,328 146,773 . 15.9 . 13.5
1982 se1 7,339 . 16,010 147,660 10:8° 9.1
1983 9,967 7,382 17,349 148,634  11.7 9.9
1984, Cow11,323 0 7,631 18,756 149766 7 12.5 11.2
1985 4,339 7,488 11,827 150,216 7.9 7.3
1986 oo 6,987 7,509 14,496 151,358 ' 9.6 9.7
1987 4,327 7,567 11,8% 159,024 7.5 7.5
1988 4,231 0 7,986 12,217 159,249 1.7 7.7

1989 9,443 7,953 17,396 193,746 9.0 9.0

Average T ' o L 10.6% 9.8
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Table 19(b):_'Returns on Invested Capital aﬁd;ggpigglemplﬁggg

1978 1979 1980 1981 1982 1983 1984 1985 19861987 1988 1989 Average

ROI 2.4 10.1°13.1 11.1 5.9 6.7 7.6 2.8 4.6 2.7 2.6 4.9  6.2%
ROCE 2.2 9.7 12.5 9.3 4.9 S.7 6.8 2.7 4.7 2.7 2.6 4.9 5.7%
ROI* 2.4 15.1 17.3 15.3 10.8 11.7 12.5 7.9 9.6 7.5 7.7 §.0 10.6%

ROCE* 2.2 14.4 16.5 13.3 9.1 9.9 11.2 7.3 9.7 7.5 7.7 9.0 9.8%

ROI =  Return {net income after taxes) on capital invested = State
- " * capital + Reserves.

ROCE =  Return (net income after taxes) on capital employed = capital
: *'invested + long-term liabilities.
ROI* = Return (net 1ncome after taxes + capital. charges) on capital
invested.
ROCE*=___ Return (net- income after taxes * capital charges§) on capital

. ;employed.
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Table 20: ESC balance Sheet, 1278-1979 (000 Birr)
S D - . Liab, &
Year  CA" mchT - TA CcL - LL .- TP Cap. Res. Ci2b
C pmtrpre e ) E CfﬂPltal

1976 72,789 94,000 167,189 16,362 9,016 25,378 82,400 59,411 167,169
1979 109,271 92,490 201,761 53,963 5,997 59,960 82,400 59,401 201,761
198C 145,772 93,286 239,058 90,376 6,817 97,193 82,400 59,465 239,058
1981 191,574 111,601 303,175 128,000 28,302 156,402 141,865 4,908 303,175
1982 21G,712 118,020 328,732 153,538 27,554 181,092 141,865 5,775 328,732
1963 191,901 132,220 324,121 142,697 25,790 175,487 141,865 6,769 324,121
1964 197,741 125,632 323,373 155,977 17,63¢ 173,607 141,865 7,901 323,373
1985 154,326 117,322 311,648 150,217 11,215 161,432 141,865 8,351 31i,648
1986 209,527 110,458 319,985 164,926 3,701 168,627 142,308 9,056 319,985

1687 200,861 102,014 302,875 143,851

143,851 142,318 £,912%302,875%%

1988 199,168 91,337 290,505 131,256 131,256 142,318 9,137%290,505%%

1985 200,271 83,807 284,078 90,330

90,330, 183,594 10,152 284,078

* Excludes 7794 Loan Reduction Fund

** Includes the 7794 Loan Reduction Fund
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Table 21:

ESC Income Statement,

1870¢-1569 {GO0 Birr)

year Salés Cost of Optg.& N. Gp. Income Resi. Capit. Total CC Total¥
"7 -~ Bales -Gen. Ex. .Inc. Taxes Surp. Charge Tax & RS. in b/t
1978 49,431 | 39,203 5,034 '5,194 2,150 3,378 na  5.528  5;528
1979 106,768 63,826 13,129729,213 16,050 14,273 7,050 37,413 30,323
1980 112,912 73,146 9,683 36,083 18,923 18,557 5,941 a3,a21}‘ 37;&82
1981 119,715 77,455 11,125 31,132-16,520 16,270 7,058 39,848 32,790
1582 108,903 79,460 11,662 17,481 9,870 8,671 7,339 25,280 18,541
1983 115,101‘ 86,502 13,670 19,129 10,180 9,967 7,382 27,520 20,147
1966 151,556 106,669 29,851 21,035 12,026 11,323 7,431 30,780 23,349
1985 123,562 91,106 26,277 6,179‘-4;33}“44539.7:458 16,164  8.676
1986 128,160 90,275 24,606 13,297 8,303 6,987 7,509 22,799 15,290
7198?. 13§,316 106,782 21,338 11,690 9,484 4,327 7,567 21,378 13,813
1988 i30,a30' 102,643 19,970 7,817 6,173 4,231 7,986 18,390° 10,404
1989 ;143;198“<16é,937 i7,3Lﬂ 15,951 9,441 9,443 7,953 26,837

18,884

*

Includes other incomes.
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Table 22: Net Current Assets (Birr 000)
Year . Current Asset Current Liability Net Current Asset
1978 12,789 16,362 56,427
1979 109,271 53,963 55,308
1980 145,772 290,376 55,396
1981 191,674 128,100 ‘ _ 63,474
1982 210,712 153,538 57,174
1983 151,901 149,697 - 42,204
1984 197,741 155,977 41,764
1985 194,326 150,217 44,109
1986 209,527 164,926 | 44,601
1987 200,861 143,851 57,000
1988 199,168 131,256 _ 67,912

1989 200,271 90,330 109,941
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Table 23: Selectzd Financial Raties

of Ethivpian Sugsr Corporegtion (1878-198401

Units re78@ ra7a 1986 1981 1982 1983 1984 1965 1986 1887 1988 1289 Average
Current ratio-

Current ecssets to current liabi. Ratio b,85 2.02 1.681 1.50 1.37 1,28 I.éB 1.29 .27 1.40 1.52 2.22 1.7
Profit margin %

Net cperating inceme ta seles % 10.5F 27.82 30.34 25.00 16.05 16.06 13.88 5.00 §0.37 B.3¢9 5.99 16,14 15,14
Inventory ta current assets 4 56,42 56,20 46.0¢ 50,02 50.27 56,06 5!.B1 55.05 55,58 52.27 54.04 54.70 53.2
Inventery turnover

Geles to invertory Times 1.20 1.74 1.77 1.25 1.03 1.11 l.d9 1.16 .10 1.33 1,18 1.31 1.3

Cost of sales teo inventary " 0,95 1.04 1.08 p.81 0,75 G.80 .88 0.B5 0.78 1.01 0.54 1,00 0,82
Tetal lisbilities to toial mssatrs Ratio 0,15 0,30 G.41 0.52 b.&3 0.54 G.5Y 0.52 0.53 0.u47 0,45 0,32 2,44
Current assetg to total ssasets “ 0.44 0.54 0.6 0.63 0.84 0.59 U.%l 0.62 0.68& 0.568 0.63 0.70 0,62
Current liabjlities tn:tutal liabi, " U.64 2.80 0.93 0.82 0.85 G.85 .80 0,83 g.4n 1.0a 1.010 1,00 ¢.89
Long-tcrm liaﬁilitiﬁs fu total liavi. “ 0.38 o.10 C.07 0.1g 0.15 0.15 9.10 0.07 G.02 - - - 0.10
Debt te eguity

Tatal liebilitics to net worth " c.i18 0,42 pD.ea 1.07 £.23 1,18 1.18 1.87 1.1 0,85 o.87 0.u7 0.87
State capital to total-ﬁsseps " 0.u49 G.ut 0.34 0.47 U.#S D.44 0.ty 0.46 0.44 0.u7 0.49 0.65 .48
General reserva to tctpllasaets " 0.36 D.28 G.25 .97 0.0z 0.072 0.02 0.02 0.03 ¢, 03 0.02 .03 o.10
Equity to totsl sgsets " G.635 g,70 0,58 0.48 0.45 D.46 0.46 c.u8 0.47 0.50 0.52 0.68 0,55
Rusidual surplus to total assets " 0.02 0,07 0.08 0.03 0.03 0.93 .04 a,n1 2,02 o.M, 8,01 0.03 0.03
Net pperating income to totel assets " 0.03 0.15 0,15 0,10 0.G4 0.08 0.97 0.02 G.04 0.04 0.03 .07 0,07
Nct opersting income plus cepital

chorges to totzal assets " 5.03 .10 C.t8 0.13 D.08 0,08 0.08 0.0y 0.07 G.06 0.0h 0.08 0.09
Soles to totsl msscts Times 0.3g D.53 0,50 0,3e 0.33 0.37 0.47 D.40 o.u0 0. 486 g.45 0.50 2.43
Fixed assets turnover

Seles to nen-current sssats " 0.52 1. 1,27 1.07 0.92 g.80 1,21 1,06 1,18 1,37 1.43 1.71 1.15
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Teble 24: Profile of Permanent Employees of Fthiopianm Sugar Corporation in 1988/1689

Semi
Professional Professional 9-12 Grades Below Grade % Grade Total
M F Total M F Total M F Total M F Total F M Total
Head Gffice 37 3 4¢ 13 6 19 38 30 68 17 4] 17 105 39 144
Wonji/Shoa €5 5 70 70 g 78 574 S0 624 3,450 132 3,582 4,159 195 4,354
Metehara 54 1 55 156 g 168 561 &) 621 3,242 50 3,292 4,016 120 4,136
Grand Total 156 g 165 242 23 265 1,173 140 1,313 6,709 182 6,821 L2880 354 8,634

Source: E.S8.C. Documents entitled

(i) Plan of
(ii) Plan of
(iii) Plan of
Professional

Semi-professional

the Head Office for the budget year 1950/1511

the Wonji Sugar Factory for the budget year 1990/1i9%91

the Metehara Sugar Factory for the budget year 1%9%0/1991

H

BA degree and above.

Dipicma holders and techmical school graduates.
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Figure 1: Historical Sketch of the Ethiopian Sugar Industry

1950/1951 GC  Agreement between Ethiopian government and Dutch Company

(1943 EC) Haldeslvereeniging Amsterdam (HVA) to develop and operate
sugar factory at Wonji plain in the upper Awash basin.
Exclusive right given to the company over a radius of
160 kms.

1952/1953 GC The first Wonji Sugar Factory established with an initial
(1946 EC) cane crusing capacity of 750 tons per day (tcd), later
expanded to reach 1400.

1961/1962 GC Name changed inte HVA-Ethiopia. Expanded operations

(1954 EC) to establish Shoa Sugar Factory with an initial capacity
of 1000, Desta Sweets Factory in Wonji, tea plantation
at Keffa and {ruit growing and cattle breeding projects
at Wonji were also launched.

1969/1970 GC Established Metehara Sugar Factory at 100 kms from Wonji

(1962 EC) in the middle of Awash Valley with a capacity of 2000.

1974/1975 GC HVa's share reduced to one third of total capital and

(1964 EC) later on HVA-Ethiopia and its subsidiaries were all
nationalized.

1977/1978 GC  Ethiopian Sugar Corporation was established to manage
(1970 EC) HVA-Ethiopia on behalf of the Government with legal notice
58/1978.

1980/1981 GC  HVA-Ethiopia ownership was fully taken over by the
(1973 EC) Government and the Ethiopian Sugar Corporation became
wholly Government owned public enterprise with Birr 200,000
capital ceiling. Abadir Agricultural Development Project
(oranges and grapes) were integrated into the corporation's
administration. Addis Ketema Sweets Factory and Asmara
Sweets Factory were brought under the corporations

administration
Projects Fincha Sugar Factory Project. To produce a total of 127,000
within 10 year tons of sugar and 12,000 cubic metres of ethanol and
plan 1988 develop 33,000 to hectares of land with a 4,000 tcd sugar

factory in two phases; expected to open employment for
7,000 Ethiopians and estimated to cost Birr 410,000,

Shoa/Wonji factories expansion project. To bring the
two factories' production from 80,000 to 120,000 ted.
Develop 4,000 hectares of land and create job opportunities
for 2,000. Estimated cost is Birr 160 million,

Fifth Sugar Factory Project. Conduct feasibility study
as to location and determination of production capacity
to meet any deficiency between supply from existing
capacity and demand.
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II THE-NATIGNAL DEVELbPMEHT CORPORATION (NDC): TANZANIA .

INTRODUCTION o ' . S e

95. There are more. than :four hundred public enterprises, in’' Tanzanta
today. None of these. public enterprises  epitomizes 'and..captures the
rieh history of PE in Tanzania than the National Development Corporation
(NDC). Not only was 1its predecessor, the Tanganyika Development
Corporation (TDC)} the second public enterprise to be set up. by the post-
colonial government, but more importantly, the National Development
Corporation. would ' later .be charged with the overwhelming mission of
spearheading sacialist .construction in Tanzania. Alsc of the public
enterprises . now .operating. in Tanzania, at least half were conceived,
or at one time or another managed by the National Development Corperation.
Of the chief executives .of . Tanzanian leading parastatals and even. private
companies today, at: least one half learned their trade at the¢ National
Development. Corporation.. There has not hkeen a Cabinet since 1967. .in
which none. of its. members had worked at the WNational Development
Corporation. g -
96. Finally but for this.study very importantly; the National Development
Corporation is one of a few wholly state owned corporations that has
never made a loss.. Since .its inception in 1965, the corporation has
always . been in the black. The corporation's history is, therefore,
long and,.one from which lessons can. be learned. This study tries as
much as-is possible ko .capture this- history. ' ‘For this history to be
fully appreciated, however, it. needs to be- placed within the context
of the -socio-economic environment at the . time of the organizations'
formation. .. Four. factors are especially relevant. First, the Tanzanian
economy on .the morrow of ipdenerndenne  w-r hi~hlv dependent. It was
also predominantly agricultural. 57 per’' cent of: the country's exports
were provided by three agricultural products.l/ Agriculture together
with livestock, forestry products, hunting .and fishing, formed over
60 per cent of GNP. _Also over ninety. per cent. of the population was
rural. Secondly, :trade and commerce both domestic and international,
was dominated . by.. foreign. concerns. . The sdme was true of commerce.
Thirdly, Tanzania was -also dependent on Kernya- in the East African region.
International companies set up offices in Kenya and then opened branches
in Tanzania. More importantly, manufacturing industries were set up
in Kenya to produce for rhe entire East African market {(which also
included Uganda, besides Kenya and Tanzania). Consequently,: the Tanzanian
economy was dependent on Kenya even for.light industrial products. During
the last three years before independence in 1961, =80 -per ' cent of
1Tanzania's inter-East African.. exports were made - up 'of. food, crude
materials and animal and vegetable oils. . 60 per cent  of her imports
consisted of beverages, tobacco, and manufactures.2/ Both TDC and later
NDC - were supposed to address some of these factors as will . be seen
shortly. :
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97. TDC and NDC's mission and obleot1ves are addressed in section two
and three respectively. Séction four - ‘deals with corporate strategies
and operations. Attention then turns to the assessment of quantitative
and qualitative performance in section five. In this section, particular
attention is paid to financial profitability. Section six addresses
organizational relations and various parts of the managerial management
system including the board of directors, the corporate management, and
- relationships with ' -the government. Severalu tecommendatlons ‘for the
future are put forward in the seventh section. ' '

Bt

ENTERPRI SE MISSION y

98. The NDC ‘was originally established by Act of Parllament 1n July,
1962, as the Tanganyika Development Corporation (1o’ ‘ Accordxng to
Arthur D, Little, Inc. who were the projeet consultaﬁts,‘the corporatlon
was to "aid small (especially Afrlcan) operatlons, ev1dence interest
and good falth to prlvate ‘capital; and’ support ventures that promlse
support private investment. "3/ The corporation was also toﬂ‘be _a key
component in a package of policies geared to attracting foreign
investments into Tanganyika. This package includes tax incentives,
guarantees to foreign investors against nationalization, and the
establishment -of industrial estates, among’others“i/ ' )

-89, The local leadership in Tanganyikeisupported this idea and a bill
seeking 'to set up a Tanganyika 'Development Corporation (IDC) was
‘introduced in ‘parliament on June'_S;' 1962 and passed unopposedhi/
According to its establishment att, the function of the TDC was. to
'"fac111tate and promote the economic development of Tanganylka" 8/ It
was to "use its best endeavoirs t& ensure that its bu51ness as a whole
is carried on at a net proflt.WZ/ ‘The act was brought into force by
Government notice HNo. 52 OL‘iLbLud”ylL,leJg ana the flrst meetlng of
the board of dlrectors was held two months laterhﬁf

“100. The'above mission, however, was soon regarded as 1nadequate. The
corporation' was ‘initially ‘conceived as playing a' catalyst role in
attracting private investments into Tanganylka ‘and fu31ng them into
viable -concerns.2/ Accordlng ‘fo the Minister of Commerce and Industry,
TDC was to play the role of a551st1ﬁg‘projects on behalf of ‘government;
encourage :investment =~ in’ 1ndustr1al and other pro;ects among other
things.2Y o o o w%ou_ '
101. According to' the Arthur D. Little consultants,‘ cabital available
to TDC was ‘to be divided 1nto three parts~ "Fund A, to be used for loans
to small business firms. Find B to provide. hlgh rlsk or "soft term"
financing to projécts of critical 1mportance' to the economy...._ and
funds to sustain partic1patlon in' a Joint Development company to prov1de
financing for commercially' sound ventures. mil/ g short, TDC was to
play the role of a non-bank financial intermediary through the provision
of loans and the 11ke.£§f In playing that role, TDC was to run on "a
commercial line" at a '"met profit".
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102. Soon, however, the government began to give priority to other issues.
A flve'year‘development plan'was'drawn up. This plan incorporated an
aggressive industrialization package resulting from the Kampala Agreement
on Industrial Alloratlon' wh1ch was aimed at restructuring Tanzania's
satellite relatlonshlp with Kenya within the East African Commupity.
A "small" Tanganylka' Development oorporatlon ~could not successfully
push’ or » sustain - this new 1ndustr1a1 strategy.. 13/ The government now
required ‘a cofporatlon which ‘would become a 'very powerful force in
the ' promotion” -6f- econodmic development‘"laf " The Tanganyika Development
Corporatloﬁ Was s1mp1y 'il1- equlpped to play thls role.

, i .
103. Secomdly and in related ~fashion, the Tanganyika Development: ;-
Corporation had been  conceived ‘3¢ an organ for the promotion and
development ~ of - indigeénous (private) capitalism partly  through
participation’ in joinmt ventures. State equity ownership in and of itself
was - not considered ‘an imptrtant ObJECthE .The Arthus D{‘ Little
consultants ' thought ‘TDC would ™ indeéd draw its capltal from ‘“possible
sale of somé ‘of the present industrial holdings of the government. 13,

104. Soon, the government pushed not only for indigenous participation
but for state participation as well. The priority also changed from
mere participation ‘té '"control." On September 5, 1963 for .example,
IDC board members were ‘informed of an order by a Minister directing
TDC +o purchase 51 percent of tﬁe Internatlonal Trading Association
of Tanzania (INTRATA), - The commerclal ‘Tine" and "net proflt principle
was not sacrosanct either. As early as 1862 the minister had said there
may well be cases too where an investment should be promoted not because
it will yield a very fine commercial return; but because the investment
is in some way, éssential to our development'. Also the government
did not mince words in letting the Tanganyika Development Corporation
know what they wanted of its board of directors, objections to '"political
interference" notw1thstand1ng

105. In any case the government decided that major surgery for the
Tanganyika Development Corporatioo was needed. On August 14, 1964,
the Tanganyika Development Corporatton general manager revealed to the
board that he had hbeen in discussion with the French-led directorate
of development planning and that he had been summoned to see President
Nyerere the day before, regarding the future of the Tanganyika Development.
Corporation. He revealed that draft proposals then under consideragtion
would, if implemented, generally result in the Tanganyika Development
Corporation being concerned only with state projects and those of doubtfunl
commercial v1ab111ty.i2/ The general ‘manager would not serve_qoqder
such circumstances and tendered his resignation effective as of January
1, 1965, on which date the Tanganyika Development = Corporation . was
reconstituted and reborn as National Deyelopmeht Corporation.

106. Consequently, there was a fundamental shift in the perqeived mission
of the organization which was reflected in the act passed in December
1964 to recomstruct and change TDC into NDC. It is true .as Mwapachu
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emphasizes that the First Five-Year Plan {FFYP) maintained that 'the
main thrust“,tn lndustrlal investment was to come from private
xnvestment.'fﬂ!f, At  this. p01nt the government had not yet decided to
take on private, especially international, capital: that was to wait
until 1969. Yet, at the same time it is also true that President Nyerere
did describe "the role of the public sector' as basically that of "filling
gaps léft,”py private investments.”glf What Mwapachu . and others have
missed is the. subtle change from encouraging and assisting private
investménts,\tq fllllng gaps left by these very same private investors.

"Filling gaps'' entailed. a.change in the role of Tanganyika Development
Corporation from being merely a catalyst -- as originally conceived
-- to also being an imjector 23/ In addition to enticing other investors
1nto' the‘ economy,; National . Development Corporation was = to: - inject
substant1a1 amounts of . cap1ta1 inte that economy, manage its investments
properly, reap  praofits from d1v1dends and interest, as well as - reinvest
and expand Lthe stake of the state in the economy. TDC management clung
to the statutorlly intended . enterprise mission while the thinking of
government on the matter changed drastically was discussed -above,.
Government wanted TDC to be bigger and do more, while TDC's management

clung to  the orlglnal mission and the criterig of. profitability. They’

kept "dragglng on. with .projects" as: it will.:be shown. below. ' The
government then resorted to giving orders to.  TDC management which.furthey

1ncreaSed the dlstance between .the two sides. Finally, government dec¢ided”
to reconstruct TDC into NDC, - at whlch.,pointyrthe General ' Manager °

res1gned , Between‘ 1965 and -1967, NDC's perceived mission - coincided '
with 1ts statutorlly 1ntended mission as well as the actual mission. "
1077 To carry out these expanded function&,: theu.National DeveIOpment
Corporatlon was to put on two.hats: first, the cerporation had to bea
a f1nanc1a1 intermediary. . orl."che investing .agency :of the government'
as 1its second general manager . put it;QQ‘ -the National Devéldpment'

Corporation operated on terms of majority equity' ownership.. 'Secondly, '

the National Development Corporation had another hat. It alsoc assumed
the respon51bility for. managing those :investments.: Ity therefbre,

effectively became a holdlng corporation ' presiding ovey ithe! numerciig

subsidiaries and, associate companies, a Qon&eQUencer.that‘ followed: ‘in
part from its role ,as government investing. agenty DR .

b Ciamy e )
s

108. The .Arusha Declarat1on of 1967 brOught a. further change in ‘the
m1551on “of the organlzatlon. Pre51dent‘ Nyerere. described the National "
Development Corpordtlon as as "a body. established by Government, 'owned
by vaernment, with tpe,sole purpose of:securing for::.the people bt this:
countrv . max1mum ecngmlc development.. ... The" National' ~iDevelopmént”
Corporatlon is not only. .the Government investor;~it: is also a ‘gocialist’
organlédtlon, for,}t is .the people's institution of ‘econdmic ownership
and expansion. This does not mean rthat: the. National' Development
Corporation is, or should be, sole owner of undertakings in which it
participates. Its job 1is to promote maximum, development, and to use
its own resources' /fo achieve the greatest -possible growth .in our
economy. n24/ The‘National Development Corporation was now charged with
the primary responsibility of establishing Tanzania's industrial base
on behalf of Government, building a self-reliant economy, and spearheading
socialist canstruction.
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109. Yet more changes  in .the missicn of the: National Development

Corporation: took plase in 1660, The [aticnal Development Corporation'’s
mandate’ was ovov restricted -to the promotion of,. the development of
manuiacturing,; preocessing and miming industries. The corporation could

Yconduct - or  engage - in the business ¢f manufacturers, processors,
producers, npackers, craftsmen, engineers, assemblers, tanners, breuwers,
millevs, and miners, 22/ Thereafrer, the corporaltion's mission was
continuously whittled dJdown. Between 1871 and 1974, responsibiiity for
the wood-bagsed industry, cashew nut, mining, textiles, and small scale
industrialization wede 811 removed from  the HMational Development
Corporation. Betweer 1976 and  1%81, the Corporation's mission was
narrowed down furrher by the transfer of responsibility for paper
associarted tndustries, leather ansoriated industries, cement
manufacturing, chemical industry,. heer brewing, cigarette making  and
coffee curing te other ‘public enterprises. From the early eighties
onwards, the HNational Development Corporation's mission has consisted
in the estahlishment and development of the pulp. and paper industry,
and irom and s:teel industries while concentrating on metal works and
engineering sector. :

CORPCRATE OBJECTIVES

110. WDC's corporate objectives kept changing in line wi;ﬁ.changes,in
her mission and the resulting new challenges from the environment. UDC's
objectives in . the years following ihe change frem- TDC were the
maximizatrien ' of © private investment, consolidation of .the  inberjited
-portfoliv, encouragement of innovation, the engineering of growth, and
the naximization of profits., The 'years following the Arusha Declaration
in 1967 were dominated by the objective of ahseorbing and digesting the
new companies acquired through patiomalizations. Thess .included: Tenzania
Breweries, Kilimanjare Breweries. British-American Tobacco (T), Bata
"Bhoe Company, Tanzania Metal Box Company, Tanganyika Extract Company,
and - Tanzania Portland Cement Company. All these companies . were placed
under IDC by govecnmeni. “DC had to negetiate with former owners
“acceptable compensation for their shares, arrange the financing of the
“acqguisitions, arrange the management of these firms, and. ensure. their
“integration into the now huge proup of companies. '

111. Project development also began to feature prominently. in‘_EDC

corporaté objectives, It must alsc be :mentioned that an informal
objective also bhecame increasingly important for the management of NDC,
especially its general management. This was the building of NBC into

a huge bhusiness uonglomerate amd a power house in Tanzanian polities.
Fellowing the onset of the policy of hiving-off parts of the llational
Development corporation as autonomous organizations or parts of other
erganizations in. 196¢, . a major concern of HDC bhecame in-house
reorganization to minimize the effects of hive-offs, and fpster project
development and subsidiary creation tc compensate for lost projects
-and subsidiaries.

18 e e smeaa Ry
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112, Fellowing the appoiniment of a new General Manager in 1574, issues
bf tight cost copntrol at headgquarters; aszressive programming to improve
the liquidicvy of the group companies; reduction of reliance upon bank
overdrafts; cJeclaring and paying increassd dividerds assumed prominence.
‘50 did the need (o vutain cguace cash resources, The maximization
of profit remained on the agenda.

<

113. Further extensive hive~-cffs hetween 1976 and 1SEC which were in
their later stage simultaneous with the beginning of the economiz crisis
in the country resulted yet in a radical shift in corporate objectives.
Major objectives became the combating of disvuption of operations caused
by the hive-offs. Alsc, re-alignmcnt of activities became a priority.
So was ftle need for consclidation, reorganization and replanning.
_ Rélatedly;r probilems caused by inflatioa and the general down-turn of
the economy including hitches in items such as, trarsportation, raw
materials procurement and foreign exchange availability resulted in
several new objectives for the National Levelopment Corporatien. There
was a move to concentrate cn foreign exchange generating companies.
Commenting on the impact sf the Economic Recovery Programme (ERP), WDC's
tianaging Director szys, ~“the foreign exchang® retcntion scheme contihued
to prove a blessing to those of our companies which could export some
of their products”.zﬁf The manufacture of spare parts locally also
became a priority. 7Fhe attainment of self-reliance in this area hecame
an important corporate objective. In the meantime, as the above pioblems
continbed  to bite expecially as the problemavic eighties came along,
and capacity utilization in many of the Wational .Development
Corporations®s ~subsidiaries concinued to decline, the rehabilitation
or corsolidation of these companies also assumed importance,

"STRATEGIES AND OPERATIONS

114, TFew reccrds zemuin of T0O's two-year 1iife span. The available
documen®idtion paints a picture of a very troubled organization. Problems
arose regarding two reloted issues. Cn the one hand, the organization

had” s 'serious personnel problem at the very top from the outset. Its
first ' chairman, appointed at the suggestion of President liverere, was
suspended six months later and eventually fired. Efforre to secure
a chief executive from the Uganda Development Corporatien also failed
and wvhen cone did avrive; he resignes six months. later {(more about this
"below).27/ In the meantime, G.E. Fresman Fad heen appointed as TDC's
first acting general manager beginning March, 1%€3. A few months later,
he also was ler go since according to one senior official “he was just
dragging on with projec:s.”jﬁf

115. on the other hand, according to the poelicy framework designed hy
the departing colonialisis with foreign consultants and VWorld Banlk input,
the corporation was initially conceived as playing a catalyst role in
attracting private investments 1intoe Tanganviktas and fusing them inco
viable concerns.25/ According to the Minister of Commerce and Industry,
TDC was to play the vole of “assisting projects on behalf of government;
encourage investment in industrial and other projects’ apong other
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things. 39/ uDC's investment function went through. two stages between
1965 and 1969. Beginning in 1965 NDC went about its business in the
cld MNDC fashlon by the 5011C1tat1on ofél/ private investment (espec1a11y
foreign investment, which at this point was not vyet under attack).

Enticements employed, included equity, loans and project information.

WDC's role in project preparation was "essentially passive" as Clark
put it.é&/ Most projects initiated during this period were joint

ventures, which it needs to be emphasized, was in line with the
government's wishes.

116. Six months after NDC was set up, Pre81dent Nyerere declared that
its main function was t¢ promote max1mum develcpment By anestlng
less ‘than Pound Sterling (PS) 2 million" Nyerere contlnued ""the NDC

will ‘have 'promoted ‘investments in Tanzania worth P§ & mlllloh;' NDC |

was to play a catalyst role par excellence, thoLgh as Hyerere put it,
HDC was not and did not have to be "sole owner of what it participates

ﬁgfr-Finallywduring this time, a good reflection of the government's

future agenda and pereceived. role for HND€ was its decision to integrate-:

the ruling .party--TAKU's .economic wing, the Mwananchi ' Development

Corporation, into NDBC. Henceforth, the government had only NDC as the gt

1mp1ement1ng organ of its economic agenda.=%

117. Soon thereafter the ruling.coalition, especially President Nyerere,

"reacted: strongly - against indiscriminate maximization. of private

investment."33/ . In. brief, it. did not enhance the government 's. control,
In January 1666. at an extraordinary meeting,: the HNDC board was informed
of the decision of the economic committee of - the cabinet that ¥DC should
"give more emphasis to the establishment of 4 state industrial sector

by insisting upon  taking no less than 50% of  the. egquity in projects:
in which. it . participated.ﬂgﬁf ;A year 1later, this.  arrangement was -
formalized in the: Arusha Declaratiom; which defined three main -sectors

of the economy, ‘namely, wholly owvned: enterprises, state-controlled
enterprises, and an "open" secter. Henceforth NDC was to be "primarily
concerned with the promotion of those projects of sufficient size and
importance to the economy to warrant the Government taklnp a-major share
holding. u37/ :

118. Tbis;had two related implicatiens. . First,  acquiring a controlling
or majority. share:. ownership became a guiding principle. "This implies
that almost all of HDU's investment in the future will be made in the
equity of newly established companies.ﬁéﬁj Mot surprisingly, HNDC's
investment  in subsidiaries in - which .1t had 50 percent equity ‘or more

increased, from 75 percent of total investment in 1566 to 84.5 percent .. .o

in 1967 (by 1967 it was still around £3.l percent); conversely while

investment. in 'subsidiaries in which it had less than 50 percent eguity’ :

fell from .24 percent of total investment in 1%66 to 13 percent ini 1%67;
and 11 percent in 1568.231_ By 1968, out of WDC's investment portfolio®

of Shs.207 million, Shs.l§7.  million or 90.3 percent was in equity while "
only Shs.20 million or 9.6 percent was in loans.40/ - The requirement "
for majority ownership and the fact that :the state budget .was the major.#
source of funds soon created a lot of pressure on the budget. NDC's |-

insatiable demands for .investment funds could. not be met.  Ironically;"

the state ignored NMDC's management plea to change the ahove requirement.
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119. With -the Arusha Declaration, the methods of solicitation, enticement
and amalgamation tsed in building wup HDC's investment portfolio were
now complemented by nationalization. These nationalizations contributed’
immensely to a dramatic increase in NDC's investment from Shs.117 million
in' 1966 to Shs.21l" million in 1967, as shown in Table 3.2/ 1ts
subsidiary companies 'increased from 19 to 42 between 1266 and 1967.
By the end of this period in 1969, NDC had been transformed into something
wvhich one observer said, - résembled an American conglomerate.ﬂgf The
corporation's subsidiary and associated comfanies total investments
and known investments were an estimated 3hs.l1,273 Willion.23/ It had
control of most government assets in manufacturing, tourism, food
processing plants and agriculture, with the exceptlons being the oil
refinery and sisal estates. It 4dlso accounted for more thdn half of_
parastatal investment in’ new flrms 44/ ’

120. ‘The above was in part 'a consequence of NDC's new aggressiveness
as the government's chief industrial development and control organ.
F0110w1ng the Declaration, joint agreements were signed to establish
new parastatals 32/_ Also NDC's function changed from- one of merely
approving projects to one of initiation and design. As a cause but
also a consequence, HDC's expenditure on projects in development. stage
shot up from Shs.0.3 million in 1965 to Shs.32 million in 1269.%8/ The
technical-econemic staff of WDC's: Development. (later PResearch and
Deve‘opment) Department expanded from about 8 people in 1967 to more
than 30 by 1969 __f_ Project initiation represented a deepening of NDC' s
"broker" role and soon contributed to the eclipse of NDC's other "hat,'
the managerial one as will be seen shortly. Finally, as demonstrated
by Binhammer,ﬁ§/ many of HNDC's activities .were financed by the -state
through share holding, grants, and the securance of long-term leans.
Also the internally generated funds came from prior established companies
which were transferred to NDC by government. The Mational Development .
corporation was less bankrolled than it was "state-rolled” during. this
period. :

121. NDC's management function consisted in the management of its
headquarters operations and establishment, along with the supervision
and control of its subsidiary companies, in which its equity holdings
were 51 percent or more. NDC was not.managerially responsible for the
running of companies in which it held 5C percent or 1ess of equity.
These were the so-called associated companies.

122. As NDCVS ipvestments . dramatically expanded after the Arusha
deélaratlon 'so did the number of its subsidiary and associate companies,
a phenomenon that made NDC a very heterogenous corporation as already
noted. The above had several implications. First, given. the dearth
of qualified manpower, NDC had a hard. time finding the right people
to staff its rapidly expanding divisions at headquarters. Consequently,-
tbroughout this period almost all of ¥NDC's senior personnel at. its
headquarters were expatriates. In addition, NDC turned to .foreign
personnel to manage its ever expanding portfolio of subsidijaries.. As
Table 5 shows, out of NDC's 32 subsidiary companies in January. 1969,
25 were run through a management agreement. and/or had expatriate -
management .
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123. By 1969, HDC had assumed one very important clear feature. The
corporation's twoc "hats" mentioned earlier were by now explicitly wvisible.
Said Mackinsey Consultants in 1969, ''the NDC has developed a distinctive
dual character...it serves the furnctions of both a development finance
institiution and a holding compahy. w48/ Third and in view of the above
not surprisingly, NDC invested a great deal of energy into the launching
of new projects and companies.

124. The HNational Development <Corporation reacted very decisively to

the government's 1969 measures. "The corporation mounted an investment
(business) response. First, there was a renewed emphasis on the
investment-broker role of HIDC. If anything, this "hat" became even

more important because it ‘was the chiaf reason that NDC continued to
receive a. substantial share of tHe development budget, which amounted
"to Shs.780 million during the Second Five-Year Plan or 32 percent of
state parastatal investment. Thus as shown in Table 3, while the
corporation ‘lost 36 percent of its total investment through hive-offs
in 1969, it recouped about 45 percent of the loss through new investments.
The follewing year, it added 87 million to its holdings, an amount which
increased with an addition of 130¢ million in new investments in 1971.
Thus  between 1369 and 1972, the corporation almost doubled its
'1nvestments, hive-otfs notw1thstand1ng ' :

-125 It ‘alse did not hurt that the corporation continued to be the
“chstodian of state equity in such profitable subsidiaries as Tanzania
‘Breweries and Tanzania Cigarette Company until 1977. These subsidiaries
generated profits which kept the corporation in the black. Relatedly,
their almost .automatic profitability freed the corporation from working
hard - in managing them, thus freeing it to ‘concentrate on subsidiary
creation. '

126. For this and other reasons common to parastatals which are not
discussed here, the corporation alsc responded to the government measures
of 1%69 by increasing its creation of subsidiaries. The more the state
“ hived-off, tihe more subsidiaries NDC started or took on. The
corporation’s three year plan 1973-75 plan, for example, was premised
on the injection of E&hs.l40 million by the state into the corporation
for expansion and new projects partly through the take-over of private
concerns. Commenting on the ‘document a ministry official said "The
" plan appears to be largely a promotional document aimed at obtaining
a substantial government equity.... Takeovers (of private concerns)
"should occur when it is c¢lear that HKDC can operate the enterprise
efficiently.ﬂig/

127. Thirdly, at the corporation’s headquarters, the operations department
which had been strengthened in the ‘1962 re-organization in order to
more closely monitor the subsidiary and associate companies, was
increasingly weakened as more ‘subsidiaries were hived-off and as HNDC
realized that management of its subsidiaries would not be key to its
survival.3l
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128. The 1977 hive-offs were the last straw. The MNDC board accepted
management's recommendation that the operations department be merged
with the research and development department, From then -on, decided
the board, HNDC was to “mainly concentrate on development work leaving
operational aspects to the production units."22/ The resulting industrial
development department which was soon called '"the hub and nerve center
of the NDC business"®3/ was characterized by .an emphasis on project
development rather than monitoring operations of subsidiaries (about
which more will be said presently). Within -the  area of project
development, more emphasis was placed on "implementation of projects."
While research, investigatioms and feasibility studies were '"watered

down." Detailed studies were made before preliminary studies which
resulted in "expensive studies and undetected over»designsﬁ”éﬁj The
management of projects under implementation, howvever, was poor. There

was no planning, supervisory control was lacking, such that "projects
were implemented without work plans and proper cash flow schedules. '35/
Eventually this 1led to the creation of under-capitalized subsidiaries
which soon encountered  operatiomal problems. However, it increased
the size of the parastatal sector and productive capacity installation.

129. Fourth, with the above, BDC's loose and at times non-existent control
of its subsidiary and associate companies continued which inevitably
led to further cases of mismanagement. Again, UDC increasingly
de-emphasized effective and efficient management of its group of companies
or its holding corporation funciion. The department concerned with
this function was gradually phased out at HNDC headquarters. 'The role
of the NDPC" said a sub-committee of its bhoard "should remain foremost
.that of the entrepreneur, that 1is, developexr and promoter of new
investments."38/  Moreover, the NDC relationship with . its subsidiary
and associate companies was further characterized by the continuation
of what HDC itself called '"Dependence upon expatriate managers' evident
in Table 3. These managers were ‘'not training Tanzanian deputies“il/
as stipulated in their contracts. :

130. Also, some of the expatriate managers disputed HDC authority over
the subsidiaries and made their relationship contentious and
conflictualdd/. Some of the subsidiaries were also mismanaged. In
1976, the <corporation's directors of planning and . finance. mentioned
"internal inefficiencies in financial management,” lower production
‘capacity wutilization "than could  reasonably be expected. Investment
in current assets (debtors and stocks) much higher than prudent managers
should allow... little apparent effort to control costs... (and) more
than 75% companies relying on overdraft facilities."2%/

131, The group of wmismanaged subsidiaries included not only those like
the notoriously unprofitable Tanzania Fertilizer Company, but alse the
likes of the quite profitable Tanzania Breweries Limited (TBL) and
Tanzania Cigarette Company (TCC). In 1676 for example, the HDC general
manager called TBL "a sick company"”; two years later his successor said
"IBL is in a poor state."d/ Similarly, considerable resources were
drained out of the subsidiaries by management agents and by the private
sector. NDC chairman and managing director, Kilewo, spoke of the '"looting"
of Tanzania Breweries.fl
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132. 'In addition WDG, 1like other holding corporations, charged its
subsidiaries a management fee as a percentage of net sales turnover
(net' of sales tax and returns).82/ Unfortunacely, this practice
encouraged the HDC management to regard such fees as a source of income
as evident in Table 1 and 2, whcn in fact it should have been regarded

as a cost to the groupuééf' Consequently, instead of trying to “curb
the practice, the corpcration had anm interest in perpetuating it.
"Income'" from this source was not negligible. As can be seen in Table
1, it hovered around one fourth and one fifth of the corporation's income
between 1976 and 1984. It became increasingly important between 1984 .

and 1983, vhen it accounted for almost twe thirds of the corporation's

income. Also, as can be seen in Table 2, in several instances it was
more  than enough to cover the corporation's headquarter’s operating:
expenses. ' ' ' S

133. . Also, as one Ministry of Industry official noted in 1574, -
"(regarding) the possibility of collecting further general fees from-

the Group Companies, there is little direct pressure on ¥pc."64/  Auditors

of the cigarette subsidiary once determined that "the charges are not-
in any way equated toe the services rendered by NDC...the charges are
considered inappropriate”.éi/ Toe conclude this point, NDC did not always

manage her subsidiaries properly although the subsidiaries paid highly
for the same.  As far back as 1972, ¥DC admitted her "inadequate control
over some group companies by_NDC.?ﬁﬁ/ Ten years later, NDC again admitted
that 'control and monitoring of group companies - Has not been
successful."67/ ' '

134. MUDC's failure to execute the management duties entailed by her
"second hat'" as a holding corporation’ were not only confined to her
subsidiary and associate companies.  Management at headquarters was
hardly any better off. A '"comprehensive’ and realistic planning system"
was onl instituted in 1973,68/ as ‘was the management information
systemhﬂ_l Although loans were made within the group, MDC "never had
a systematic inter-group borrowing and ‘lending policy...Heither svstems
or commercial approach were effectively ‘used,” at least until 1972 when
the practice was stopped by the state as noted previously.zgj There
was a sharp increase in the rate of escalation of project costs in the
1970's which the Treasury in a letter t6 'NDC called "alarming.'7l/ Head
office recurrent expenditure also rose sharply from 17 percent of income
in the earlier phase to 59 percent in 1972, declined duting ‘the years
1975 to 1978 and rose sharply in the edrly 1980s (Table 2), having

decreased to 63 percent in 1984. These ‘expenses’ have hovered between
40 and 50 percent of income since then. These increases Occurred despite

the decline in HDC responsibilities over the same period;zg/ R

PERFORMANCE INDICES

135. There are virtually no numbers and figures on Tanganyika Development
Corporations's performance. As far as IDC is concerned, her performance
can be determined using several iIndices, To start with size of
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investment, it can be seen in Table 3 that the corporatlon s, investment

increased by 1831.2 million between 1965 and 1988 They rose from 23.9

million in 1965 to 1855. 1 million in 1268. It i also 1mportant to

remember that more than 706. 4 million in 1nvestments was hived-off between 
1969 and 1980. It alsoc accounted for more than half of parastatal

investment in new firms.l3/ WDC's investment in subsidiaries in which
it had 50 percent equity or more incteased from 75 percent of total
investment in 1966 to 84.5 percent in 1967 (by 1568 it was still around
£3.1 percent); conversely while dinvestment in subs:.dlarleu _in which
it had less than 50 'percent equity fell from 24 percent of total
investment 1n 1966 to 13 percent in 1967 and 11 percent in 1963.74 '

136. Secondly, by 1968, out of the corporation's investment pqrtfdlié'

of Shs.207 million, Shs.187 million or 90.3 percent was in equity while
only $8hs.20 million or 9.6 percent was in loans./2/ In 1973 the
corporation's ratio of share capital to loans was 1:0.91 as can be seen

in Table 6. The position with regard to her subsidiaries at that time
is also evident. Actually three of the sub51d1ar1es had no loans at
all. This was in part a consequence of government pelicy. Equity

weighted very heavily in Tanzania's pub11c enterprise in general as
evident in Table 7. '

137. Thirdly, the corporation's ;ubsidiéf§q’companies increased from

19 to 42 between 1966 and 1267. By the end ef this period in 1969,

RDC had been transformed into something which one observer sald,5resembled
an American conglomerate 76/  The corporation's subSLdlary and associate
companies total investments and known investments were an estimated
Shs.1,273 million.ZZ/ It had control of most goveranment assets in
manufacturlng, tourism, food processing plants and agriculture, with

the exceptions being the oil refinery and sisal estates. The number
of "its subsidiary and associate companies finally went down. Thé
corporation now has 18 subsidiary companies and a number of projects
under preparation. The National Development Corporation has been

responéible fcér the conception and initial launching of at least one
third of Tanzania's public enterprises.

136. Fourthly and most importantly, the corporatien has always made
a profit in absolute terms throughout its life as shown in Table 1 and
2. Profits rdnged from Shs. 10.86 million in 1965, to Shs. 30.04 million
in 1968, down'to'shs. 4.99 millien in 1974, to Shs. 47.5 million in
1988. Also 'the corporation used its income wisely with more than 80
percent being available for appropriation having been classified as
operating surplus. Seventeen percent of the balance was spent on
headquarters expense and the remainder was used to write off . losses
of subsidiaries and associates in the earlier period.1§f The percentages
used on headquarters expenses increased in later years .as already
discussed and as can be seen in Tabhle 2.
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The above picture, however, needs to be put in its proper

perspective.

‘

{12

The cerperation’s return on invesiment -during the first five-year

period aveveged 9.8 powcent.  This, htowever, was not a very high
percentaga. Accordineg to Kadane, equity investment could "earn
in the ranpge of 15% to 20% at the time.” %/ The return on investment
declined {ollowing the 1%¢% hive-offs. Between 3570 and 1875,

it ranged between 1.5 and 3.8 percent. This. was an even léwer
.5 percent average during this period. . This was the time when
the corperation was, aceording to its director in a "very illiquid
state,"80/  ang improved to 11.4 percent in the 149¥5-50 pericd,
Especially notewort%y was the very good performance -- 14 and 14.9

N

percent during -- 1¥V0 and 1977, which was a result of a competent

managemert team-working in the context of the favourable economic
conditions due to the coffoe boom. Performance since 1980 has
averaged a dismal 1.9 percent rate of return {(Table 2), The post~
Uganda war situation, ibe world-wide recession, the NDC hive-offs
and mismanagémeﬁ;_ have definitely all been contributory factors
te thin disappointing rate of rtelurn. The rate of return on
investment stood at 2.6 percent in 198C.

The vyears 1970 to 1274 waere difficuls years for the HNational
Developmeunt Corporation. The corporation's performance was not
good. The organizatien did net adiust well to  Thive-offs.
Contribuiing to the above :ias the fact that the general manager
of the corporaticen was pre-coccupied with political games going
on between him and the minister and the helding ministry responsible
for the corporation. Following five consecutive vyears of poor
commercial nperformance {1971~1974) shown in Table 2, the Ministry

of Developrment FPlanning ended up recommending that EDC be disbanded.

However, the appointment of a new general manager apparently did
the trick and turned the corporation around. Performance between
1374 aud 197G improved dramaticaily as can be seen in Table 2.
Profitability improved in absolute and relative terms; there was

a decline in head office recurrent expenditure; the ngumber of

subsidiaries and asscciate companies generating income for the
corporation was increased, etc. From 1976 onwards, the corporation's
performance has beer mediocre.

The akove is dua to several reasemns. The innovative general manager
{(whko was a Tanzanian) moved on to handle Tanzanian relations with
the FEuropean Economic Community as ambassador to Belgium. This

was also a period which has been characterized by adverse economic
~conditions, There was a reduction in government expenditure, a
credit squeeze, a4 meassive devalvation c¢f the shilling, and a

Iibéralization policy which encouraged thke dumping .of _all"kindé

of imported gecods on the mavket. All this made the going very.

hard for the corporation.

T e G
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Also, the corporation was now  dealing in  secters (metal and

ongineering, irom and steel, pulp and paper. etc) that required
large i=iti-~l canitsl ‘nvostment  and lonp pestation periocds. Also,

some of the investment in these sectors were of the infrastructural
type. usually with & very noor internsl rate of return and thus
not attracrive to investors. This wmade capital mobilization very
difficul:.

{ii)} As Table Z indicates, most of ¥DC's income came from a handful
of companies, which “did not indicate widespread commercial success
of NDC companies™ as Packarsd correctly observes. This is a2 trerd
which has continued up to now.

HA . - . .

(iii) Furthermer 1/ as Table Z shows, during the earlier periecd, most
of the corpcrat101 income camc from associate <¢ompanies rather
than subsidiaries. DG had very titile to do with the management

of associate companies like Williamson Diamonds Limited which aleomne
generated 5bhs.26 million of the Shs.3% willion realized in 1968
and Shs.40 million of the Shs.47 willion realized a year be fore. 2/
This trend ended with the removal of most of thz asscciate companies,

(iv) In the earlier period, even the meagre income Ffrom subsidiaries
wvas generated by a handful of companies. Up to three companies
accounted for wmore than 80 percent of income {from subsidiaries,

as illustrated in Table 1. fowever, 1t should be borne in mind
_that many of NDC's subsidiaries apnd even associates were in formaiive
_and  developmental =stages. As Binhammer czorrectly observes some

of the income they generated was committed to the repayment of loans
used to acquire their equity by HDC,S5: 82 ’

ORGANIZATIONAL RELATIOHSHIPS

140. This scction discusses the various organizational relationships
for the Mational Devalopment Corporaviou. The name change from Tanganyika
Development Corporation to the Hationat Development Corporation im 1965
was accompaniec by three cubstantive changes. First, several
administrative changes were undertaken. General administrative powers
cver the corporation were transferred from the mwinister to the president
of the republic.

141, Tn addition, the crpanization wvas transferrcd to the Central Ministry
of Economic Affzirs and Develepment Planning from the Ministry of Commerce

and Industry. The minister of cconomic affairs and development planning
also bkecame the chairmar of the board, with the minister of finance
as his deputy., Last but not least Thi's old beoard of directors

originally dominated by the 13m1n15rrat1ve stratum (foreign and
indigenous)yﬁil was replaced by one dominated by cabinet ministers and
other presidential appointees. As can be secen in Table 4, between 1966
and 1969 more than half the boari members consisted of politicians,
that 1is, «cabiret ministers. Finally, tHonmsieur J. Faudon, a French
expatriate was appointed general manager of the corporation.
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142, The board of directors was the corporation’s ruling body. As already
mentioned, its members were appointed by the president and more than
half were cabinet ministers. HNDC's board at the time was almost a "mini-
cabinet," as one informed source put it.86/ 7The board also included
tvo people from the private sector, local representatives of interndtional
capital, one member from the managerial siratum and  another one £from
the administrative stratum as shown 1in Table 4. ‘There " was no
representation frem the popular classes, and pseudo-populists were also
excluded. With the re-organizations of 1969, the politician's presence
cn the board declined. There was one member between 1969 and 1975.
This pgroup has not béen represented on the board since then. This
development was a direct rvresult of the fact that the corporation became
just another parastatal, respomsible to one parent ministry. Membership
of the board has been dominated by technocrats since 1976 as shown in
Table 4,

143. The general manager was the Chief Executive Cfficer of the
Corpofation.' Appointed by the Board with the approval of the president,
NDC's general managership assumed a high profile with the appointment
of Clement George Kahama as the first Tanzanian Chief Executive in 1966,
Formerly a Chief Executive of a Cooperative Union, a member of the Cabinet
and an Ambassador, Kahama brought to this job a 'sharp intelligence and
business acumen, a mastery of bureaucratic and political infighting,
and a lose relationship with President Nyerere., Buoyed by a poweérful
board which relied on him for information, an organizational wmandate
that cut across sectors, and a management team’ consisting of insecuré
expatriates and ambitious young economists, managers and accountants,
Kahama became a force to reckon with. In 1969, for example, he defied
his minister and principal secretary, and the country's Vice President
by refusing to rehire an employee he had fired.87/

144, Hatiomal Development Corporation more than any other parastatal
posed challenges to the governwent which ultimately had te be met
squarely. Especially troubhling was NDC's size and diversity. Said
President HNyerere, “we now have . . . one [corporation] whose
responsibilities are so large and diverse that almost every economic
ministry of Covernment is involved in its activities."88/ The minister
for economic affairs and development planning, who was alse Chairman
of MNDC board added, "NDC's crossing of sectoral boundaries not only
makes planning and coordination almost impossible, it also engenders
the neglect of many important activities of assigning résponsibility."8%/

145. In March 1989, FDC was broken up and "rationalized." The government,
with the help of the administrative strata would try to assért control
over NDC and other parastatals enterprises through the parent ministries.
Each public enterprise was assigned to one such ministry. ~ The Hational

Development Corporation ended up under the ministry of industry.  The
minister quoted above was very «clear as to ‘the thrust of the
rationalization effort; "whatever the mnature of final rationalization"

he said, "it means more in terms of ministerial responsibilities for
parastatals than it does for individual companies. This do€s not indicate
any change in Govermment thinking with respect to individual
companies. "39.



ECA/PHSD/PAM/90/11[1.2(ii} (a}]
Page 74

146. Although after some discussions it was decided to keep the same
corporate name, several important changes were affected by the 1969
reincarnation of NDC. First, to dispel any shadow of doubt as teo who
was really in charge, it was categorically stated that "broad policy
is a matter for the elected TAND Govermment {that is, political stratum]
and the parastatal organizations are instruments of execution."%l/ Like
all other parastatal organizations, the UDC was to be responsible to
one sectoral parent mainistry and through it to the president. The
free-wvheeling days of HNDC management were now officially over. Said
the government, "the overall structure must be such that increasing
public enterprise and public economic initiative can continue to be
effectively controlled and coordinated by government.géj

147, Finally, the FDC board was reconstituted. The Minister of Commerce
and Industry assumed the Chairmanship of the NDC board while all other
ministers left it. They were replaced by people from the managerial
and administrative-technical strata. The post-1%6%9 period in Tanzania
was one in which the government tried to assert control on the managerial
stratum in parastatal organizations. All the government's attempts
at control applied to HNDC. Indeed some were solely aimed at the
corporation. On the other hand, ¥DPC, 1like other parastatals during
this period, continuously fought a rearguard battle, protecting its
flanks while struggling to expand its domain and retain relevancy. The
corporation fought very hard for its life,

148. The government made several moves to rein in NDC's management.
The Second Five-Year Plan in 1963 tried to establish criteria for project
appfaisal to counter HDC's catch-all approach to new projects. These
new criteria included commercial profitability; effect on government
revenues; impact on investible surplus; balance of payments implications;
overall national benefit (measured in shadow prices); employment potential
in relation to capital expenditure; and possible linkage effects.géf
The plan also contained a 1list of projects which could be developed
by HDC if they met these above criteria.

149. Secondly, NDC came under a barrage of criticism for its bloated
headquarters establishment, mishandling of revenue flows from its
subsidiary and associate companies, faulty planning, laziness and lack
of effort, capitalist investment and management conduct, among other
things. Said Nyerere, "It is socialist investment the Government wishes
to see successfully undertaken by NDC, not just any investment."93/

150. Folliowing five consecutive years of poor commercial performance
{1970-1974) the Ministry of Development Planning ended up recommending
that NDC be disbanded! At this juncture concern was expressed not only
over NDC's autonomy but also over its poor management of subsidiaries
and associates. The Ministry maintained that “the implications of the
history of WDC is that the holding corporations have become spending
institutions which consume most of the investible surpluses and produce
nothing. It would seem desirable that the main focus of attention should
be on the operating parastatals. It is recommended that in the long
run the concept of holding corporations as it is now used in the
industrial sector should be abolished."96/
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151, Flnally, NDC was continuouély placed on the chopping block by the
government. Between 1971 and 1674, WDC lost the wood-based ipdustries
to the Tanzania Wood Industries Corporation (IWICQ); cashew . programme
to the Casthnut Authority of Tanzania (CATA); seven mining companies
to the' State Mining COTPOI&LLOH (STAMICO); six textile companies to
the Bational Textile Corporatlon (HATEX}; and the Small Industries
Developmenr Organiaat1on (sipe) wés reconstituted : - an. independent
corporat1on Durlng this period, NDC lost a total of seventeen operating
companles and nineteen projects valued at 5hs.229%, almost equalling
investment remalnlng under NDC in 1974 {see Table 2). In the meanwhile
threats of even more drastlylhlve ~offs vere usec. to elicit a more dynamic
management of’ Sub51dlarle° by RDC : ”After all,” intimated ithe Minister
for industries and Chalxman of HDC Board to his Principal Secretarv,
“it could be that if nonopoly production of beer and cigarettes were
to be kept out of MDC portfolio, thbe Headquarters group will have much
greater 'incéentive to ensure profitability of the other enterprises whose
profits are not automatlc as is the case w1th cigarettes and beer! We
don't want to6 go that far but it would do KDC management to fear such
a possibility!"st e

152. The worst, howeﬁer, was vet to come. Following Tanzania's adoption
of a Basic Industrial Strategy in 1976, the Third Five-Year Plan (TEYP):
identified 1DC more narrowly as the lmplementlng organ”97[ of developing
sub-sectors considered critical to Tanzania's long-term industrialization.:
These ' included irgn and steel; chemicals; food and beverages; paper
and ‘wood; and non-metal products among othepg.ggf,w_Between 1977 and
1979, NDC thus Iost thirteen companies including. the prized beer . and
cigarette companies, as well as the leather, paper and printing
industries. The following year, HDC lost a.further, 17 companies and
prOJects ~ The corporation lost 21.9 percent, 53.3,;percenp gud . 31.5
percent “of its total investments in 1577, 1%79 and. 1980 respectively
(Table 3). By the end of this phase, BDC's domaln was confined .to metals.
and’ metalworking industries, . mechamical  engincering ;. industries,
electronics and electrical engineering, primary metals, 1ndustr1a1 gases,
and pulp and’ paper. :

153. It is true thesge "hlve offs did "rationalize'" NBDC. By narrowing .
its focus they arguably prOmoted efficiency, although. NDC. did not buy

this argument as will be seen presently. Tt is also true, however,.
that rationalization was meant to promote the govermment's control over.
the parastatal sector im peneral and WDBC in particular. It was: the-

application of the time-tested "divide-and-rule" tactic. As Development:
Plan acknowledged in 1975, “the inability of gocvernment to control HNBC
led to the policy of gradually breaking up NDC. "100/ it is this hidden
agenda - which partly explains NDC's managements efforts to. neutratize
rdationalization and its consequences. i
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154, NDC mounted an intellectual resporse to criticism, having three
key features. It disputed tales of poor performance, especially those
concernlng its alleged inability to generate large investible surpldses

In a ‘ringing- Schnmpeterlan tone, the HDC general manager sald in 1975
in appraising ‘the performance of a holding corporatlon one should not
take ints account the corporation's ability to generate surpluses alone

. . but should also look at other important contrlbuflons, for 1nstanc¢,
new projects ~developed, expansion of existing un1ts rationalizing
existing business, diversification of existing unltsgnlncrea51ng output
anéd reduction in costs in group companies; efforts in reduc1ng needless
investment in current dssets; and manpower development . In the end
industrial development means doing something in all these clrectlons,
and it can be shown that TDC has played and is continuing to play,

an accelerated pace, its part in all these act1v1tles w101/

155. BSecondly, RDC argued very strongly that’ many of its sho*tcomlngs
were mniot of its own making. NDC attributed many of its problems to
the dependent nature of Tanzania's cconomy and the constraints thls
entailed, for example, répid inflation and periodic down-turns  of the
economy; foreign exchange constraints and the consequent shortages of
rav materials and spare parts vhich ultimately led to low capacity
utilization; and transport problems, among others, 102/ wpc attributed
much of - its troubles, however, to the political stratum. At a macro-
level the distorted and confused decision making process fostered by
the political stratum was attacked;égéj the role and utility of the
parent ministry as a ''super-manager of all the parastatals' detailed
activities" -was questioned;lgﬂ/ and the stratum's policy on salaries
was said to be a bottleneck,103

156. At a micro-level, 'HDC questioned ''the hand-to-mouth process” of
its financing by the State. This process, NDC maintained, "was rhoroughly

nsuitable for industrial development, w108/ a5 was the investment strategy
of NPC as the majority shareholder (in pursuance of the political
stratum's control objective). As far back as 1988, the HNDC Chairman
had argued that "equity is risk capital. "107/ 1y 1972 NDC made a strong
plea to the president to change or at least relax the policy because
"strict pursuance" they maintained, ‘‘cannot lead but to a practically
complete standstill of any further dcvelopment.ﬂlﬁgl HDC contended
that a 60 percent equity ownership entailed 100 percent of loan.
Ownership of 60 percent of equity came with the obligation to serve
all' the needed loans. "This means &4 percant of the total cost. n105/
By 1973, this policy of emphasizing equity as opposed to loans (which
applied to the parastatal sector as a whole as shown in Table 7), had
resulted in a capital structure for MNDC and its subsidiaries in which
the ratio of share capital to loans was generally very skewed in favour
of equity (see also Table 6). The above was a key aspect in the general
problem of the under-capitalization of ¥DC and its subsidiaries which
was acknowledged even by the government's own commission in 1982. 110/
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157. Trirdly, ¥DC ook issue with the government over the rationalization
policy.’,lat o.alff3t‘on. arpued DL, was i poorly planned exercise. AL/
Alsc’ it entdiled the ”prociﬁitate” ‘creation of new organizations ,112/
caused. . sorlcud di isrupzion’ din the activities of ' the worporatxou,“méf
led to a debil 1tat1ng informaticn icss "and uncértaiuty in top perscnnel,
exouerbated the nanpaver shortage problem "~ and . meant duplication of
activities and
undefmihed HDC's fin&ncial base,

?

as 'is ident from Table 1. Even the

Chama, Cha Mapirdizi {(CCH) ‘commission WOtem‘ that "the poor financial.

situaticn of MDC 1is a result of government's decision to hive-off KDC's
profitable subsidiaries vyear after year “which has left BDC very weak

finaﬁcially {own tranqlatlon} wils/ - apoig management thus strongly
arguzd against rationalizstion and "in favour .of a -strong NDC. Said

Kahama in an appeal teo President MNyerere in 1973, "The need for having
a stronmg HDC will therefore be as great in future &s it has been in
the past, and it is this reason also vhich has promoted me to submit
these memoranda for your kind consideration. wile/

15d. Kahama's tenure, hovever, enced on a sour note us the corporation's

unrecessary overheads. lqu "Above all, ratiomalization,.

profitability declined and conflicts between him and the parent ministry .

intensified. le was removed and appointezd embassador in 1974, That

he lasted that long at the corporation is a good illustration of his

strong relationship with the highest authority in the lamd. 1is successor
was a strbnger manager and the performance of the corporation picked
noticeably. Ye also protested the cortincec whittling down of the
corporatlon briiliantly and vigorously. Tis successor since 1278 has
assumed a low-key prbfile. ‘

15%. Analyses of operating performance of UDC by the new management
team in 1974 revealed¢ the following weaknesses: severe ljquidity problems
brought on hv cxterzal o nemic  fattors o and, magnified by internal
inefficiencies in - financial management; utilization of ©production
capacities lower than could reasonably be expected; investment in current
sséts (debtors and stocks) much higher than prudent, managers should
allow; tittle apparerc effort to control costs; very heterogenous
accounting processes and systems used throughout the group; more than
75 per cent of companies relying on overdraft facilities; loans being
made within the group without "a systematic . inter-group berrowing and
lending policy™; total cash resources less than 2 per cent of gross
sales at the end of 19745 and absence of a corporate plarning system 220/

16C. The new management tea+ reduced dehtor levels to maximum of 30
days for domestic customers and 67 daye for overseas customers; reducéd
etock holding to 90 days for importad materials and 30 days for finished
goods and  locally obtained raw materials; carried out a series of
evaluations inte plant capscity utilizatioms with the view to correcting
identified vproblems; carried out cost redfuction programmes; carried

out 2 programme to evalvate product qualiity and improve the quality

of exportable products; carried out accounting standardization; set
up &n input price menitoring unit; organized dinter-group borrowing on
a systematic  and  commercizol  basiag and  Yinally, established a
comprehensive and realintic planning systen.}‘O!

s T
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ifl. As far as manpower is concerned, the dramatic expansion of the
corporaticn'e “nvesimenrt ~fto- ¥': fAvusbka Jeclaration, led to a dramatic
increase in the number of its sulsidiary and associate companies, a
phenomenon that made FRC a very heterogenous corporation. The above
had sevéral‘implications. First, given tne dearth of qualified manpower
in the country as a2 whole, ubich was made worse by the fiight of foreign
nersonnel after the Avusha declaration, FEDC had a hard time finding
the right people to staff its rapidly expanding divisions at headquarters.
Consequently, throughcut this pericd almost all of ¥DC's senior personnel
at its headquarters were expatriates. Tn addition, PDC turned to foreign
personnel to manage its ever expanding portfolio of subsidiaries. This
did not come chreaply, as Table £ shows in the cese of Tanzania Breweries
Limited. As Coulscn and others ave showr, manv apreements and contracts
were cleéarly 'blood sucking." “They led to loss of s=urpluses through
cormission fees and royalties., tariff protection; cduty and tax
concessions, an’ transfer pricing. along wish de-capitallzation of the
local economy and the distortion of investment patterns.lli

162. The impact of management agreements, hovever, was  far-reaching
and déep.‘ First they vremoved the obstacie to the creation of nore
subsidiaries occasioned by §ne =mgarciry of available local managerial
persornel. Second they alse freed VFDC management frem the full-time

supervigsion of suhbsidiarv management. Fere the underlying assumprion
was that the contracted agents were professionals who knew what rthey
vere doing -~ a misplaced assumption, as will be demonstrated shortly,
in any case, once no longer respousible  for the close supervision of
subsidiaries, UIUDT management -could concentrate on the more glamorous
task of project initiation and subsidiary creation. Third, management
agreements . and the holding corporation arrangement had the combined
effect of rendering seriocusly ineffective the ruling'coalition's attenpts
to exert control on the parastatal secior, Indigenization attempts
went as far as the top management of tihe holding corporation. The other
positions at hoadquarters and at the subsidiary 1eve1‘remajned'in foreign
hands. The 6 concepts and pructices vhich wera outlawed hy the Arusha
Declaration  prevailed at the subsidiary level. Subsidiaries remained
foreign expatriare enclaves and continvally served as sources of and/for
promoters of a reactionary counter-culture. ’ ' o

163. In a relarved fashion, the earlier situatioen, wvhereby most of total
income wvas available for appropriation, was reversed beginning in 1971.
Contributing to the reversal ahove was an explosion in I'DC employment.
As early as 1971, IDC admitted that the headquarters establishment had
"erown at a record rate."1207  The CCH commission noted in 1982 that
there was saturation in high-level posts at tnc.12y/ 'Shortly thereafter,
the Corpeoration’'s Chairmar and 1llanaging Dirvector gaid " IIDC  was

"overstaffed." He expressed much concern that "the corporation, which
was subjected to several hive-offs has all along retained the excess
staff."lz' The campaignrs for higher salaries which I'BC mounted at times

with success (as had all other parastatals) did not help matters either.

et a4
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164. By .this point it should be apparent that the greatest source of
concern. and the major preocccupation for HDBC was at the institutional
level, rather than the technical or managerial level. 123/ At this level,
the;aﬁtions and reactions of the government and to a lesser extent of
the administrative stratum was the cause of much concern to the managerial
stratum of NDC. To fully cope with the threat, the managerial stratum
actually contracted out most of the work at the technical and managerial
levels to management agents.

165. Additionally, the managerial elite was aided by the exclusionary

forms and structures which left them enormous authority in the.

organization. The wvarious anti~labour activities of- the. post-Arusha
period which we cannot go inte: here, chained the workers' hands. The

move to enlist them in the rationalization phase was successfully. fought:

off by the managerial group who: finally got help from the political
and administrative strata when the. workers' agitation went beyond the
prearranged agenda. Management . g¢ommittees - that included - workers'
representatives wvere ruled out in establishments like IIDC,

166. All in all, popular classes were the :trampled-on grass heneath
the battling "elephants" of the government and the managerial strata.
Their projects did not fare well: bicycle production, for example, had
come to a standstill in the early 1%80s. After noting that the bicycle

industry was important for rural transportation, supported agricultural

production, and was a more effective foreign exchansze saver than the
motor ‘vehicle industry, NDC Chairman and MHanaging Director .Kilewo said
in the 1084 report, "It can be frustrating to see this industry threatened
by liguidation in a country where it should be a top priority." 224

167. Still a sizeable number of Tanzanians got an opportunity of a hands- .
on - training at the National Development . Corporation. - Many cabinet .

ministers, principal (permanent) secretaries, chief executives of
Tanzania's leading companies both private and public,. leading economists,
statisticians, and even academics got their traiming -through and in
the MNational Development Corporation. -

168. The above discussions provide the context within which the national
development corporation's technical system can be discussed meaningfully.
Several factors created an. intense pressure for import substitution
industrialization,. The pressure for quick development through
industrializatiaon was immense. It vas intensified further by
nationalizations and the pressure:  to absorb and .digest the acquired
companies. The further goal of attaining self reliance added to the
pressure. However, the needs of organizatiomal and managerial survival
mentioned above soon overshadowed everything else. A serious lack of
perscnnel also made import substitution unattractive.

169. The corporation's technical system has had several characteristics
over the years. Most of the corporation's projects have been large
in size; imported wholesale mostly as - turn-key projects. “Also all the

S g e
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projects and technical systems have required a steady and expensive
diet of imported inputs, including raw materials, vital spares,’' and
technical personnel. Indeed the supply of some of these inputs and
their financing was part of the supplier pre-conditions for the supply
of the machinery. Available evidence clearly shows that the more pressure
was applied on the corporation's management through hive-offs and the
like, the more indiscriminate the management became in acquiring any
technology, machinery and projects that had a ready source of finance.

170. Such technical systems had very few links between them. Each and
every project was '"evaluated" on its own merits. Such considerations
as the 1labour intensity of the technology, its adaptability to local
conditions, the dispersion of industry through-out the country and away
from Dar-es-Salaam and the Morogoro-Moshi-Arusha corridor, emphasis
on rural industrialization and the like all pgot forgotten by the way

side. The big and relevant thing was to establish projects, defend
the corporation's size which was under attack, and its share of the
national development budget. Organizational size was important because

it affected the organization's ranking, which in turn determined the
pay levels and other benefits (like using the VIP lounge at the airport)
of the organization's chief executives.

171. Consequently, the organization was hit hard by the adverse conditions
during the eighties. Shortages of foreign exchange made the importation
of wvital spare parts and other inputs impossible. The above led to
a serious fall in the levels of capacity utilization in many of the
corporation's subsidiaries and associate companies.

172. The <case of the WNational Development Corporation has several
important lessons for: students, managers, and administrators of public
enterprises in Africa today. These lessons may be enumerated as follows:

(a) First as regards formation, the corporation was created after
what was then presented as thorough study by the Arthur D.
Little consultants and the World Bank., There were compelling
reasons for setting up this organization. There were also
strong political reasons for the formation of the corporation.
Political interest and motive was not and is not inherently
negative as is assumed in some quarters.

{b) The importance of certainty regarding enterprise mission and
objectives has also been underscored by this study. The change
in the politicians' expectations of TDC without changing the
mission statutorily Tthandicapped TDC's operations. Also,
problems will arise when the enterprise management pursues
other objectives contrary to enterprise mission as happened
to NDC between 1969 and 1974. The need for a congruence between
the perceived mission, the statutorily intended mission, and
actual mission for the enterprise cannot be over-emphasized.
Relatedly, the case brings to the fore the criticality of
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Securing'agreemant'on‘corporafe objectives betwéer enterprise

management' and ‘government prior to''their’ 1mp1ement3t1on The

government's efforts’ to change- TBC and HNDC' s mission and
objeéetives unilaterally ‘were always bitterly’ 'resisted, On

the other hand,” government's efforts to undo some’ of the effects
»of Gphildateral piirsuance of objectives by NDC méﬁageméﬁﬁ resulted

in' hive-offs and disruptions which did not serve the best

”LfV1nterest of the corporatlon and the ration.

'

There ‘is' no ‘doubt that the corporatlon Ras played a big role
in the development of Tanzania. - For a long ‘time it was the

“only vehicle through which’ government pushed - for rapld economic

investiient ~ and development. It initiated prOJects, managed

‘proddetion and service companies, offered a training ground

for wital manpower, and generated profits for the ‘state coffers.
It ‘is” true that ' its performante was not optlmum. " Rates of
return ‘on’ investment could have been hlgher, 1ts “choice of
technology could have been more rationial, its management of
its subsidiary companies would have been more efficient and
effective, etc.

This case also demonstrates that state ownership as such does
not necessarily breed inefficiency and ineffectiveness. Vhat
matters is the attitude and conduct of the state towards the
corporation. The state may decide or even be forced by
circumstances to be helpful and the enterprise will thrive,.
But it may also decide to be closely involved in the affairs

of the corporation to the benefit of the corporation. The
critical issue is the methods that the state may use to assert
its influence. Timing is also important. There are ways

of determining corporate objectives, for example, that are
constructive, and others that are disruptive of relationships

and operations of the organization. There are methods of
financing that promote ratiomality in parastatal organizations
and others that do not, There are also methods of appointing

parastatal management that promote efficiency, effectiveness,
and rationality, and others that do not.

This case though, raises some questions which need answers.
Could it be true that the time for NDC-type parastatals has

passed? Evidence is ambiguous. Cn the one hand, it is very
likely that very few private investors would venture into
the sectors that the corporation is now engaged in. This

is because of their long gestation period, size of initial
investment, low rates of return and the like. Those investors
that would be willing, would most probably also insist on
state participation as is the «case in some of ©NDC's
subsidiaries. But it is also true that the features
characteristic of NDC like majority state ownership of equity;
state financing through the development budget; political
appointment of management; conrrol through government channels
that are hierarchical, formal, centralized, wmonocratic, and
highly ineffective can be done away with for better corporate
performance; and

i e
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(f)

A critical factor in all the above is the quality of management.
The appointment of a polltlcal entrepreneur. -as manager at
the: ~ ‘National Development "eorporatidn _.resulted in low
effeetiveness and .efflc1ency, wvhile the appointment of a
technocrat reversed the ' trend It may be of interest to add
that -this manager has repllcated hlS .success at the corporation

elsewhere. The’ p01nt is that it is important for African
states to - 1ocate, 1ncentivise,u land; encourage indigenous
management. = The talent is there, it has to be properly used.
The above is important in view of the  issue. of foreign
management.,  This case demonstrates that foreign managers
and " consultants are extremely costly. It also demonstrates
the high uncertainty regarding their performance. Foreign
management does  not automatlcally mean - high levels of
peérformance. Thelr alleglance is rarely tc the company and
‘the country. They are b1rds of passage out to make a quick

buck. 'They should not be promoted at the expense of indigenous
talent whlch must be nurtured
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Table 1: NDC Basic Data 1965-1984
OF WHICH ‘

Total Subs. Assoc. (Net) ST Bridg. Misce. HM.S.
Year Income Div. Int. Div. Int. Deposits Finance Income Fees
1965 14.82 1.93 .11 11,57 ..68 .31 - .22 -
1966 13.40 2.28 .15 8.50 .61 .34 - .32 -
1967 46.80 4.45 .33 40.00 .70 1.06 - .21 -
1968 40.30 10.62 .88 25,08 .68 1.43 - .84 -
1969 35.30 9.92 .88 19.56 1.46 1.58 .43 1.57 -
1970 21.30 11.45 .90 94 1.7 .45 1.53 3.03 -
1971 26.90 9.60 3.05 7.27 2.10 (0.%4) 3.34 2.53 -
1972 39.00 13.28 4.46 .53 1.94 (1.34) 4.15 7.83 -
1973 35.5 17.37 3.22 1.74 1.76 - 2.82 B.59 -
1974 25.9 - - - - - - - -
1975 40.0 22.0 0.6 0.8 5.2 ¢.9 1.3 8.8 -
1976 58.1 34.7 0.6 1.5 5.3 1.4 1.3 3.0 10.2
1977 63.5 - - - - 1.8 1.2 3.5 -
1978 62.9 - - - - 1.2 0.9 3.5 -
1979 42.2 - - - - 1.3 0.2 6.5 -
1980 30.5 - - - - 1.2 0.1 8.0 -
1981 48.7 - - - - 0.1 0.069 9.5 5.1
1682 45.7 - - - - 0.6 G.08 2.6 10.0
1983 51.0 - - - - 0.03 0.9 4.4 16.1
1984 66.9 - - - - 0.7 1.1 " 3.4 16.7
1985 65.6 - - - - .1 .9 5.0 24.6
1986 104.7 - - - - .3 .6 6.4 33.3
1987 - 117.1 - - - - 0.5 16.0 9.9 72.9
1988 185.9 - - - - 1.7 20.9 18.8 103.2
KEY
Int. = Interest
Div. - . Dividends
Subs = Subsidiaries
ASBOC. - Associate Companies
Misce. Income = DMiscellaneous Income
Bridg. Fimance =~ Bridging Finance
ST - Short Term.Deposits
M.S. Fees - Management Service Fees

Source: NDC Annual Reports and Files.
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Table 2: MDC Basic Data 1965-1984

Sub. Gen. Ass. Gene.
Year 80 7% of Income 80 7 of Income HDQTRS Oper. Feturn on
or lore or More Expense Surp. Invest. %
1965 TPL WD - 3.10 10.86 10.6
1966 TPIL b 2.20 10.50 6.8
- ITC : . -
1967 TPL WD 6.70 3%.40 . 15.1
TRL
1968 BAT WD 10.26 30.04 8.4
TBL ‘
1969 BAT uD 12.16 23.15 8.1
TB1
1970 BAT TPC i5.21 6.07 1.8
. TBL MB
1971 BAT WD 20,22 6.71 - 1.8
‘ TBL TPC
. . TFC
1972 BAT WD 23.14 15.85 3.5
TBL TPC
HATEX
1973 BAT MB 22.7¢ 12.74 3.8
TBL TEL
NATEX
1974 - - - 4,99 1.8
1875 - - 23.6 16.4 g.2
1976 MANY MANY 24.6 33.4 14.0
1977 MANY MANY 20.3 43.2 14.9
1978 MANY MANY 22.5 40.5 8.7
1679 MANY MANY 22.0 20.2 4.5
1980 MANY MANY 25.8 4.6 0.7
1981 MANY MANY 21.8 26,8 3.0
1982 MARY MANY ‘ o 3E.4 7.3 0.7
1983 MAMY MANY 41.9 2.0 2.9
1984 MARY MANY ' 42.1 25.0 1.7
1985 - - 35.9 8.5 0.5
1686 - - v 42,6 45,3 2.7
19287 - - 57.5 52.7 3.0
1988 - - 27.0 47.5 2.6

Source: Dev. Plan, Memorandum, 37: Hamisi, Letter; NDC Annual Reports.
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Table 3: WNPC Investments and Transters to Other Parastatals
Year Investment Transters to % of Total New
Gther Parastatals Investment Investment
1.1.1965 23.% - - -
1965 102.7 - - 78.8
1966 117.0 - - 14.3
1667 211.0 - - g4.1
1263 31}.¢ - - 100.0
1969 260.7 93.9 36.0 43.6
1970 333.5 14.4 4.3 87.0
1671 42¢9,7 34.0 7.5 130.2
1972 450.3 1346.4 29.8 20.6
1973 336.5 125.7 37.4 11.9
1974 281.2 55.3 19.7 N.A,
1975 19¢9.1 G2.1 41.2 N.A.
1976 23¢.3 - - 40.3
1977 290.3 52.3 21.9 103.6
19738 4158 - - 125.5
179 457.2 53.3 11.7 - .
1566 666.1 61,0 9.2 218.7
1981 £84.1 - - 231.7
1982 1,006.8 - - 64.5
1283 1,002.0 - - 476.6
1984 1,479.06 - - _ 151.0
1985 1,629.6 - - 51.4
1986 1,681.0 - - 1,062.5
1987 . - 1,743.5 - - 111.6
1988 1,855.1 . - R

Source: Annual Reports,
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Table 4: NDC Board Composiftion 1566-1887

Administrative/
Technocratic

Year Politicians

1966
1967
1968
1969
1670
1671 1
1972
1973
1974
1975
1976 1
1877 -
1973 -
197¢ -
98¢ -
1981 ' -
1982 : -
1983 -
1984
1985
1986
1987
1988
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Between 1966 and 1975, the Chairman of the Beard was a Cabinet Minister.
Since 1976, he has come from the managerial stvata.

Source: HNDC Annual Reports.
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Table 5: Foreign Factor in Subsidiary Management 1969 and 1982
1969
o s Management Expatriate
‘ Subsidiary Agr;iment Maﬁagement
B.A.T. Tanzania. Ltd. Yes Yes
Friendship Textile Mill, Ltd. Mo S ‘No
Kilimanjaro Breweries; Ltd. Yes: S £-Y
National Printing Co. " No © i+ HNo
Natiomal Small Industries Corp. Ho- .« . .° - 1 Yes
Nyanza Salt Mines Yes .. o o0t Yesoo
Tnaganyika Instant Cottée Yes o i ot Yes'
Tanganyika Meerschaum Corp. Yes Ce wo i iYes _
Tanganyika Tegry Plastics . Yes . i u Yes o
Tanganyika Breweries - Yes S s iYes
Tanzania-Diamend Cutting Co. yes . . .7 Yes
Tanzania Elimu Supplies Yes S o Yes
Tanzania Finance Co.” ~ No :« - = Ho
Tanzania Shoe Co. :  Yes . - Yes
Tanzania Tanneries Co. ‘ . Yes Cor " Yes '
1582
Aluminium Africa Yes Yes
UFI . ... Ne - . ... .- No
Metal Box s ‘ EEE SRS yeg T T Yes
Tanzania Crown Corks Ho No
Steel Rolling Mills o i : Mo T No
TANALEC - - | | ' - No. .. - Ho
Tanzania Cables c ' Yes Yes
NACOLTD Yes Yes [ -
Mangula Machine Tools No . No -
Motor Mart (T) Ltd. : Fo Ko
Bicycle Co. ' Yes Ho
Mational Steel Corp. No No. ..
Tanzania Oic'ygen Yes Yes
Mbeya Farm Impliments : No Np
IPs§ ' Yo No

Source: Packard, 305; Dev. Plan., Memorandum, l0; NDC Annual Reports:'CbM,r
Reporti. e '
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Table 6: HNDC and Subsidiary Key Ratios, 1973

Reserves
Ratio of Percentage of
Share Capital gpgpe Capital
to Loans Plus Loans

" PI{{§- Reserves

Tt T

Enterprise o o .

NDC 1:0.91 . .. .25.66
B.A.T. Tanzania, Ltd. No Loans ,. - 28,16 .
Friendship Textile Mill, Letd. 1:1.08. .- 16.01..
General Tyre East Africa, Ltd. 1:1.i6 .. . 11.29 . .
Kibo Paper Industries, Ltd. 1:0.57 19.87 .-
National Printing Company, Ltd. 1:0.3%5. . . 74.86
Printpak Tanzania, Ltd. 1:06.67 - 29,15
Steel Rolling Mills, Ltd 1:G. 67 i
Tanganyika Instant Cottee Company Ltd. 1:0. T
Tanganyika Tegry Plastic, Ltd. 1.0, 26 N
Tanzania Bag Corporation, Ltd_ 1:0.71 . .- 65.90 :
Tanzania Publishing House, Ltd. No Loans LT S
Tanzania Shoe Company, Ltd 1:2.17 80.91.
Tanzania Tanneries Company, Ltd. 1:1.5 : -
Ubungo Farm Implements Manufacturing Co. Ltd. 1:8.68 -
National Steel Corporation, Ltd. No Loans 63.24
Aluminium Africa, Ltd. o 1:0.56 22.75

Source: _NDC Files.

Table 7: Government Equity in Parastatal Investment (Shs. Mil)

Year (1) Total Parastatal (2) Investment (2) As % Pt (1)
Investment Weighted by Equity
1964-1965 81 62 R ¥
1965-19686 112 &4 . 75
1966-19267 236 : 205 87
1967-1968, 314 ' 273 SR 87
1966-1969, 266 . 218 82
FFYP _ 1,009 : 842 v 83
1969-1970 332 252 76
1970-1971 498 398 81
1971-1972 514 427 83
1972~1973 459 . : . 445 e 97
1973-1974 966 - o 879 91
SFYP 2,762 2,401 87

Source: Clark, Socialist Development, 118.
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Table 8: Tanzania Breweries Limited, Payments to East African Brewaries Limited Under the 1967 Management Agreemen

As Managing 1957 1968 1969 1970 1971 1972 1973

Agents 1974 1875 Tot
1. Group expenses 519.4 513.6 606.3  687.2 849.2  1,764.3% 1,479.6% 1,480.0 - 7,8
2. Staff salaries - - K - - - 1,028.1 1,018.0 663 2,7
3. Royalty (Botrling) $60.& 1,170.8 1,331.2 732.0 2,573.8 3,541.3 4,108.8 3,817.0 3,817.0 23,2
4. Technical Consultancy 61.0 6€9.0 94.3 £5.8 . 85.7 - - - - 3i
5. Others: Laberatory 1-72-1 S0.7 108.0 111.2 114,7 - - - - 4!

FAR1 Plane P-75.4 107.2 88.2 78.0 15¢.3 71.7 218.5 275.9 74.7% 1,1
K. AS SHARE-HOLDERS: , ) .

DIVIDENDS PAID 4,337.6+ 2.699.7 3,483.2 3,203.6 5,615.0 4,973.6 4,177.7 - - 28,4

TOTAL: 6,026.3  4,651.7 5,711.2 5,881.8 9,388%.7 10,350.9 10,%27.7 6,882.7 4,552.7 64,3

Average/annum - Management Agreement
Average/annum - Including Dividends

Not Available

* Mot yet paid :

¥ Div. for the year ended 30/6/1%67

+ To June 1975

Year ending 30th June, charges for the year ending 30/6/1%275 not yet received

Source:' HDC files.
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