














{iv} Perfeormance Improvenent iiethods and Techniques

52. The peoint nas Lesn made <hat privatizaition could be regarded
as an intagral part of PEs reforuw. fThe argument is that selective
privatization would result in fewer PHEs in the public sector.. The
privatized enterprises will, however, not automatically become
efficient. Without concerted efforts by private sector owners to
rationalise and overhaul the newly acguired enterprises, there is
no a piori reason to believe that the privatized enterprises would
be any more efficient in the private sector than they wete in the
public sector. Wholesale privatization is, therefore, not an integral
part of reform. In fact there is no country' in the world today
that can boast of one hundred per cent private sector ownership
of enterprises. In the circumstances, per‘ormance improvement could
enhance the productivity and cost-effectiveness of PEs which survive
the axe of privatization.

- 53. A leaf could be borrowed from the Ghaha and %ambia PE improvement
" progranmes. The Zambian &rgument is that internal reforms of PEs
"could bring about corporate etficiency in the dame manner as owhers
of privatized enterprises are expected to turn loss-making -enterprises
around through performance improvement measures. Both Ghana -and
Zambia are two of the 36 African countries that have adopted World
Bank/IKF SAPs. Therefore, the pattern of privatization and
" improvement programmes would have some aspects - of  IBRD/IHF
conditionality inherent in SAPs.

54, Reform measures of the performance improvement variant - are
at the macroeconomic level and at the enterprise level, respectively.
Macroecononic . level measures and techniques are not necessarily
aimed at 'PEs :per se. All economic actors in the economy bhenefit
or suffer frem macroeconomic level performance improvement - policies
of the government, depending on the circumstances. Enterprise level
performance improvenent measures focus on individual PEs and entail
the adoption of corporate management practices in PE operations.

55. Zambian macroeconomic measures which have implications for
the improvement of PEs productivity, cost effectiveness and
profitability include: v : ' ‘

- Encouragement of private sector initiatives in new economic
activities throughout the economy: this amounts to
privatization of individual citizen initiatives in economic
production instead of spoon-feeding which has tended to
prevail in the country since independence in 1964.

- ileasures to establish a stock exchange to provide'a market
for the trading of shares and stocks of public and private
sector companies.
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- Creation of conditions that are conducive to the functioning
“of a steck exchange such as env1ronments wlthout monopoly
- and supply rlgldltles.

- Encouragement of unfettered public participation in
parastatals and also facilitating all round competition
in all spheres of economic activities.

- Formulating and =~ implementing ' socic¢~economic development
policies,  strategies and plans which stimulate public
participation in the long-term ‘sustajinable  growth-with-

|- equity. A

56. In essence;,; therefeore, macroecononic  improvement measures which
. ‘have. implications for PEs reform aim at evolving an ernabling national
-environmenht. . in which competition would €£lourish. Full and: fair
competition between public and private enterprises 21/ could be
attained through the implementation of public policies which remove
governmental barriers to entry and exit} quarantee equal application
of laws; 'stimulate the evolution of -a competitive industry structure;
provide egual access to loans and credit as well as to foreign
-exchange; - ensure fair enforcement of contracts; no price controls
~or  subsidies; ensure equal access to ‘raw materials, supplies and
markets; gquarantee equal application of 1laws on the hiring and
termination of employees in both the private and. public sectors;
freedom to reorganise and change bu51nesses with broad objectlves,
-and no: preferéntial protectionism. This idealised competitive"
Lenvironment is 7 difficult to attain in practice but the point is
© thatr, edé¢Hli‘African country has attempted to formulate macroeconomic
;- poligies: ‘te . encourage competitisn within ' thé  specific realities
Iprevaiming in--thers country. Macroeconomic p011c1es must, therefore,
be tallor—mad@ for gach country. : Pt s e
57. Réforms-atuthe'enterprise level have taken 'Vvarieus forms, all
i aimed “at cost reduction, enhancement of productivity,! ‘préfit-making
ta*vmanagement practices’ and eéentrepreneurship. Heasures and'<techniques
o sbring about improvement of PEs performance at the ‘mitroeconomic
-level include: : RN :
R . RS
- Assistance in updating and modernising accounting systems.

- Preparation of corporate plans on lines similar to corporate
practices in the private sector.

21/ Upited pNations, op.cit. "Role and Extent fdf CompetltlQn in
1mprov1ng the Performance of Public Enterprlses, SR RIS S
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;.- 58. It should. be noted that mucreoucuononic poiicicc and enterprise
level reform practices are mutuvally reinforcing., It wwust, however,
not be assumed that policies and practices thet have succeeded in
the . already industrialised . countries would dn. well in Africa.
Liberalisation of domestic mirkets and priveatization are a case
in point. Some studies 'have shown that “Libhesralisation in countries
where the exchange rate is overvaluad, such as Mali and Senegal,
48, however, harmful in that it exposes the. self-sustaining sectors

of the economy -to competition from. producers subsidised by the
government”. 22/ The doctrinaire approach of SAPs to liberalisation
and privatisation in Africa has been mnisplaced. Eapirical evidence
from Senegal, for example, 1is educative. The liberalisation of

- farm .inputs -in Senegal as in.-other African countries did not lead
automatically to.ghe replacement.:of the State by  private operators.
Similarly, the entry of private traders into cereals trading in
the - Sahel ..did. not. automatically take:.place: after .liberalisation

~-but .- ;. requires' -, promotional - reorientation, : and . programmes of

i-infrastructural :and . finangial- support.- . Whereas : governments have
an-vital-role to. play +in .providing - information, 1traihing and support

..t the private sectox) SAPs do not seem to pay adequate . attention

--te.  the- developmental: @nd supportive role of: the public secteor which
is viewed narrowly.to.perform conly bureaucratic and fiscal functions.

P,

oA, Assessment of PERAP Results

59. At .the outset, it should be appreciated that assessment of
public enterprises. reform and privatization (PERAP)} in this -section
must be regarded  as tentative and not conclusive. PERAP programmes
in wvirtually all. African <countries are in the . preparatory. stages.
In the circumstances, the appraisal of results so far attained can
only be indicative of the likelvy trend of achievements. - It is obvious
that all African countries have accepted the essence of PEs reform
and . privatization. Differences of opinion are .inevitable in the
- conceptualisation and concrete operationalisation of PERAP ‘policies,
. strategies, techniques and programmes -in:individpal: African: countries.
Liquidation of PEs is, however, proceedipng apace ‘either.as a result
of desperate government action or cessation of operations due to
obvious insolvency and inability to pay workers. Table 1 indicates

22/, Enzo Caputo,-and, Roberta Rebellottir‘Th@cmnﬁﬁﬁﬁcﬁiug-Rﬂreﬁthesis
of Structural Adjustment and the Rnlaunch .0 Retearchowith iction
in Sub-Saharan Africa (Institute Africano, Rome, March 1890) P.7




T . Ly e e e e g e e A R T AT A TR 10 e, e e e R R T i s

ECA/PHSD/PLI/90/12[1.2(1)(a)]
Page 27

the trend of progress in liguidation/closure and privatization of
‘PEs in Some African ¢ountries. :

Table 1

Status of Public Enterprises Privatization in Some African Countries

i

| ' “Tota Number of Tuber of . Humber of*
Country Mumber of Pis o be FEs Actually PEs’ L1qu1dated
PEs Privatized Privatizad. or. cTosed down
Cameroon 80 i2 - 5
Cotg d'Ivoire 113 20 4 15
Guinea 85 43 4 16
Kenya 180 20 - T
Liberia 23 7 - AR
fladagascar 130 15 Da B
itati _ 54 . 11 2 - i r
ffauritania 1og 10 2 4 .
Niger 54 24 3 13
Uganda 130, 67 - far o= 2 LA |
Senegal 150 26 L5 14
Sierra Loone 26 10 - 1
Sudan 136 - 7 10
! Togo 73 40 12 il
Zaire j 138 37 N 3
|
Source: Adapted Mostafa Rhomari, “La privatisation des
entreprides publigues en Afrigue" based on World Bank data

sources, s

P
1

60. The process of prlvatlzatlon of PEs lS provxng more protracted
than expected. The guestion is not nmrely that of lack of takers
but of takers who are acceptable toc the government or whosg terms
may net be attractive to the government in terms of wvaluation and
public policy issues  of political sovereignty. There+is alsoc the
question of public policy on popular participaticn in proflt—maklnq
business enterprises, tlost African governments would detest the
use of privatization to concentrate enterprise shares, and stocks
or investments in* the hands of a few nationals. Yet normal
privatization, that is, one undertaken stvictly on business lines
in a free market, would result in +the concentration of investment
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wealth in the hands of a few capital ownrers. The guestion of lack
of takers should, therefore, be: perceived in its proper context,
An unstable pelitical environment alone could damage ‘tlie investment
climate and scare away prospective takers, irrespective of
nationality.

6l1. In evaluating the PERAP results in Africa the experiences of
Ghana are pertinent for more reasons than one. The exXperience goes
back to the.econonic, policy. of the Natjonal 'Liberation :Council (NLC)
Government from 1961 to 1968. The UWkrumah regime established most
of the 5tate Enterprises in Ghana, the NLC formulated privatisation

" policy to rationalise the proliferation of PEs and successive Ghana

governments have continued to recognise the positive role of selected
public’ enterprises in national development. Privatisation attempts

"by the NLC governmeht failed. The WLC government put 20 PEs out

of 537 on the privatization o "se€ll” 1list~7 for oughtright sale
and 13 to becomeé joint ventures. The outcome was that only laundry,

: furniture, - -bakery and tyre service PE firms were sold.  An attempt

to sell the state pharmaceutical factory +to Abbott Laboratories
provoked a strong public outcry. The withdrawal of the pharmaceutical

‘corporatior sale marked the end 23/ of the first attempt by Ghana
. to sell public enterprises. Ghana was, thus, less well prepared

for privatizatioh in 1968 -than in the 1960s when the rNDC government
passed the Public Corporaticon Service Law to improve the financial.
and economic performance of Ghana's PEs.

‘62, Based on past experience, nreparations for the 1984-1990 Ghana
"PERAP programme ‘have heen more systematic and early results of this,
"second attempt are worth citing as a2 casc study 24/ which may be
"of interest to other African countries. The process of reform

and privatisation is still in progress in Ghana as in.o;her African
countries. The few enterprises tiiat have been privatised have not
operated long enough for their performance to be assessed. “Some,
such as the Continental Hotel which was sold to the Ghana-Libva
Holding Company. for - $32.5 million has ©been closed down for
rehabilitation and upgrading to a four-star hotel at a cost of §$12
million.

63. With regard to "reformed" public enterprises, an attempt could
be made %Yo assess their performance for the last few years baseq

23/ . Op.cit., K.B. Asante, “Privatization of Public Enterprises:
The Case of Ghana" pp. 429-437. ' ' ' o

- o
24/ Op.cit. K.Anyemedu, "Review of Recent Experience in Public
Enterprise Reform ‘and Privatization: Selected Case Study:in Ghana”.:-.
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on a report prepared by the Ghana State Enterprise Commission on
the performance of 17 ‘core state-OWned enterprises. The State
Enterprise Commission Report suggests that there has been considerable
improvement in the f1nanc1a1 performance of these core enterprises
as shown in Table 2.

Table'Z

Flnanc1al Performance and Selected Indlcators
(cOre SOBEs 1986 ~1989) ‘

1986 - - - 1987 1988 - ¢ 11989
sales ‘ 82.5 125.3 144.4  198.9
Cost of Sales 55.3 94.1 90.9 115.5
Gross Profit/(Loss) 27.2 C. 3.2 53.5 83.4

Admin. Sellg. & Distr. Exp. 7.2 20.4 ~ 26.5 34.5
Financial Expenses 12,2 10 11.7 10.7
Other Operating Exp. 0 V] 0 0
Operating Profit/(Loss) 7.8 0.8 15.3 38.2
Subsidies 0.7 15.1 5.5 10.2
Non-Oper. Exp. 6.9 8.1 14.6 14.5
Profit/(Loss)} Before Tax 7.2 8.4 6.4 34.1
Provision for Tax 0.2 0.4 0.5 1.2
Net Profit/{Loss) 7 8 5.9 32,9
Memo Entries

Dividends 217,096 230,000 3,822,733 300,000
Depreciation 13,036,4135,834,214 12,440,738 3,460,434
Employment 43,569 41,309 39,413 34,487

Source: State Enterprises Commission: Annual Performance Report
(1989) on Core State Owned Enterprises (Draft), June, 1990.
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64, The figures show that aggregate sales showed an increase of

about 150% between 1986 and 1989, ofF an average annual increase
of around 50%. Inflation averaged about 30% annually over the period,
so even the inflation adjusted sales increase will still be quite
impressive. Both aggregate operating profits and net profits also
showed increases. Employment in the enterprises concerned declined
from about 44,000 in 1986 to 35,000 in 1989. While this has
considerable negative implications, taken together with the increase
in output and sales, they would suggest quite an impressive increase
in labour productivity. Thelreport recognised that -the aggregate
figures would be very sensitive to what happened in the two largest
core enterprises, the Volta River Authority and the Cocoa Board.
The report, therefore, presents information on an individual
enterprise basis with respect to Sales, Operating Profits, and
_Employment. _These figures are presented in Tables 3, 4 and 5. An
examination of the individual enterprise figures reveals that the
improvements  in output and sales were spread throughout the sector
and not confined to the largest enterprises. Of the 17 enterprises,
only in respect of two enterprises (State Transport Corporation
and Ghana Supply Commission) were the sales figures in 1989 less

_ than those of 1986, . With respect to operating profits, only & out

of 17 enterprises recorded operating 1losses in 1989; in respect
of 5 of these 6, the losses in 1989 were less than those of 1986.
An important question is the extent to which the improvements in
performance can be attributed sclely to the reforms.




Table 3

TR/ DEST /R0 / 20502048 (&)

Sales of 17 Ghanaian PIs

Corc SOE's

15,
16.
17.

Ghana Cocoa Board

Ghana Airways Corporation
Electricity Corporation of Ghana
Ghana Water & Sewerags Corp.
Ghana Of1 Company Limited

State Transport Corporation
Jranibus Services Authority

Ghana Supply Commission

Ghana Ports and Harbours Authority
City Express Services

State Shipping Corp. (BSL)

Ghana Railways Croporation

.~ Ghana Mational Procurement Agency

Post & Telccommunications Corp.
Yolta River Authority

Ghana National Petroleum Corp.
Ghaip

Source: State Enterpriscs Cominission

28,248,040 40,844,938 61,123,570 83,072,576
5,305,866 8,443,663 11,075,828 19,514,976
3,960,064 5,275,849 7,995,542 9,633,151
2,710,305 3,578,926 5,157,912 6,229,104
(6,340,797 8,066,466 11,496,638 15,516,115
1,329,851 2,007,824 1,081,082 948,139
156, 405 333,951 1,043,654 1,059,484
62,516 109,063 107,744 ° 200,676
1,129,141 1,974,571 2,817,380 - 4,570,853
962,361 773,604 1,129,667 1,109,406
1,292,141 1,974,571 2,817.380° 4,570,853
618,660 1,202,040 1,765,350 © 2,236,540
3,332,871 . 4,717,020 4,082,515 6,799,999
1,851,346 2,949,027 6,091,239 7,000,257
12,525,403 20,601,638 28,899,008

16,014,245 26,763,899 'n.a. ‘n.a.

747,646 1,535,181 1,774,882 2,353,456
82,528,233 125,305,853 144,428,631 198,851,769



Table 4

Operating Profit/loss of 17 Ghanaian PEs

CORE_SOE's

10.
11,
12.
13.
14.
15.
16.
17.

Ghana Cocoa Board

Ghana Airways Corporation
Electricity Corporation of Ghana
Ghana Hater & Sewerage Corp.
Ghana 0i1 Company Limited

State Transpert Corporation
Omnibus Services Authority

Ghana Supply Commission .
Ghana Ports and Harbours Authority
City Express Services

State Shippinrg Corp..(BSL)

Ghana Railways Corporation

Ghana Hational Procurcment Agency

Past 6 Telecommunications Corp.

Volta River Authority
Ghana Hational Petroleum Corp.
Ghaip

Source:

Statc Enterprises Commission

1986 1987 1988 1989
10,593,116 6,819,194 15,380,711 24,661,037
20,217 14,052 (i,240,464)  (733,783)
{4,931,744) (5,123,665} (4,601,201} - 92,595
364,092 {304,137} {257 ,390) 562,688
189,252 191,238 528,660 - 923,688
(154,662) {179,508) (21,422) . 42,289
{140,682) (644,247) {636,265}  (855,831)
{17,247) {46,392) (95,227) (44,985)
(854,689) (1,455,582) 54,447 2,284,701
(1,190,646) (249,414) {202,303) (5,965)
388,716) 5,235 {440,590} {37.352)
(764,140) (307,350) (1,219,930} (1,114,140)
1,548,048 1,493,463 1,290,636 1,353,468
398,633 426,593 1,386,694 1,996,672
(80,642) 1,377,669 5,346,686 9,175,773
" 3,311,074 (832,682) 0 0
(25,904) 234,834 83,018 305,792
7,865,357 - 826.301 15,356,060 38,606,322
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65. There can bLe 1little doubt that the improvement in financial
performance is due in a large measure to the general improverent
in the economic environment in which- thege. ent@rpxlse operate. The
greater availability of foreign eychange has“méant ‘that raw materials,
spare parts and needed capital equipment have been available. This
has enabled many enterprises to increase their level of capacity
utilisation and increase output. The more realistic exchange rate
has, for instance, transformed the fortunes of the Ghana Cocca Baord.
The decontrol of prices, and the greater freedom of the public utility

companies to increase their charges have meant these enterprises
have been able to cover their costs and make some operating marging. =

It is more difficult to assess whether the improvement in firancial
performance reflects increased efficlency in the enterprises, althouqh
as already indicated, overall Ilabour productivity has gone up ‘at

the expense of a reduction cf employment from 43,569 workers in 1986”1
to 34,487 workers in 1989, a loss of 9,082 jobs as shown 1n Table”i

5.

66. An assessment of the results of Zambian experience witﬂfgité":
1987/87 - 1988/89 PEs reform programme indicates that there haé’béen“

some improvement in f{inancial performance with a <trend sxmllar to

that of Ghana. In addition, Z%ambia has addressed other socio- economlc

aspects of reform including issues on localisation of local raw
material resources: local human resources:; local value added; capahlty
utilization; contribution to the government treasury essent;al
commodity supply; contribution to employment. Notes on the trend
of these issues is briefly reviewed in the ensuing paragraphs. ‘

67. Despite the volatile policy environment, the Zambian PEs reform

programmes of management restructuring, capital investment and labour’

curtailment, wefe &mbarked” UPon and credited with profitable -results,
in such established' ldss-makind ‘enterprises as Crushed Stone Sales
Limited and’ Zamb&zi Saw Mills, even by the end of the 1986 to 1987
financial year. Such improved performance contributed to improved
turnover, profitability and other financial factors in the Group
results. However, data gathered, needs to be analysed for any positive
contribution to socio-economic “development; arising. euf of the
financial results credited to enterprise reforms. This analysis
is presented below and takes account of the fact that the results
have been produced in an environment involving factors beyond the
enterprise reforms. Reform Results for 1%86/87 are presented in
Table & and paragraphs {a)} through {(a).

LA
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Tabie 5
" Emplovment Statisticé“of"17 Ghanaian PES -
e o 1986 1987 o1s8e 0 1989

CORE SOES

1. Ghana Cocoa Board S -

2. Ghana Airways Corporation 1,958 1,741 1,682 1,608
3. Electricity Corporation of Ghana 4,648 3,812 _ 3,639 3,1%6
4. Ghana Water & Sewerage Corp. 6,794 6,558 6,287 5,743
5. Ghana Qi1 Company Limited 354 473 480 455
6. State Transprot Corporation 2,479 2,479 2,298 1,802
7. Ownibus Services Authority 1,803 1,608 - 1,521 1,412
8. &Ghana Supply Commission 257 64 , 265 226
9. Ghana Ports and Harbhours Authority 4,774 4,774 4,774 3,052
10. City Expresss Services . 3,568 2,959 2,537 3,052
11, State Shipping Corp.. (BSL) 389 565 565 565
12. Ghana Railways Corporation 7.74% 7,346 7,244 6,794
13. Ghana National .Procurement Agency 4396 471 291 310
14, Post & Telecommunications Corp. 7,588 7,585 7,210 7,250
15. VYolta River Authority

16. Ghana Hational Petroleum Corp.

17. Ghaip - . _ 674 674 620 546
TOTAL 43,569 41,309 39,413 34,487

Sourca: State Enterprises Commission
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Table -6
INDECQ Performance: Financial DATA

{at 1977 Constant Values)
(K'000)

l986/87 . 1987/88 1988/89
Turnover 249,326 315,142 -
Profit After Tax 21,199 28,426 -
Total Assets 148,245 147,882 - .
Long~Term Loans * ' 498,725 " 477,768 505,129
R.0.C.E. (%) 24.0 25.0 . . 34.0

Source: Calculated from Various INDECO Annual Répofts

*At current values

68. At current value, the. post-reform period has witnessed record
incereases in turnover - from 1,373. million kwacha in 1986 to 2,267
million kwacha in 1987, to 3,502 million kwacha in 1988 and to 4,684
million kwacha in 1989. Even, in real terms, the result has marked
a tremendous improvement in value of production. ‘The profit figures
after tax also increased corresponding, as follows at current values:

192 million kwacha in 1987, 315,844 million kwacha in 1988 and 505,100

million kwacha in 1989. Consequently, theé return on capital
performance improved significantly, as indicated in Table 6. This
has bheen achieved under conditions of more or less stable levels
of long-term borrowings.

(a) Local Raw Material Resources

69. In the post-reform period, the INDECO local raw material situation
has not drastically changed. The Group continues to be structurally
dependent because of the underdeveloped basic heavy and chemical
industries. And, the reforms package has not addressed this
fundamental issue. Hence, the c¢ry for foreign exchange and, all
its conseguences remains. Thus, even in the case of edible oils,
where much effort has been applied "to increase the production of

0il seeds in the country by offering attractive producer prices to .

farmers, In addition, processors embarked on a scheme aimed at

1, o TR R b
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enhancing both the quantity and quality of sunflower seed production
by peasant., In order to facilitate the importation of edible crude
0oil, additional storayge facilities are being installed at Dar-es-—
Salaam." 25/ - S ' '

{b) Local Human Resources

70. The programmes of manpower training and development have continued
along the already indicated 1lines. However, "whilst the Group
continues to invest substantially in training and, in fact, doubled
the budgeted allocation for training in 1989/%0, it is worring that
exodus of trained staff to other sectors continues.” ggj The amount
spent on training reached the record high of 6.7 miliion Kwacha in 1989,
Clearly in terms of quantity and monetary value, wuch progress has
been made in human resources development. However, the "worrying"
exodus is an indication that the appropriateness and utility value
of the manpower development programmes is questionable. There is
no indication that the reform programmes particularly address this
deficiency.

{c) Local Value Added

71. The local value added from INDECO operations, at current values,
increased beyond one billion kwacha in 1987, over 1.5 million kwacha
in 1988, and over 2 billion kwacha in 1989. This was a continuation
of the pattern established even before the reforms. The reforms
were mnot concerned with +this in any central way, because their
orientation is towards the pricritisation of factors . of compaxative
advantage. . '

(d) Capacity Utilisation

72. In the post-reform period, there have been cases of INDECO
enterprises increasing capacity utilisation of their plants. However,
performance in this regard continued to be a factor dependent on
unearned foreign exchange allocation, rather than introduction - of
measures that provided a guaranteed sustainable basis of operations.

{e) Contribution to Treasurvy

73. ‘In current values, INDECO . companies continued increasing their
group contribution to Government coffers in the post-reform period,

25/ INDECO Annual Report, 1989 p,18.

26/ Ibid. P.8
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as was the case before the reforms. The pattern of increasing current
value profits was established before the reforms, and was mostly
a factor of increasing latitude and liberalisation of pricing practices
in the economy: as-a ;whole, as a result of macro-cconomic policy
interventions, rather than any specific internal measures undertaken
by companies to enhance efficiency or productivity.

. {f)} Essential Commpdity Supply.

74... The Group's capacity -and performance, 1in terms of supplying
essential -commodities -is  related . and corresponds to capacity
utilisation..- The wcritisal and determinant factor is the structure
of production facilities; -in terms of import dependency.

e

- (g). Contribution te Employment ) . . R

75. --The number -of employment opportunities availed by: the Group
has :been basically stagnant since the reform, This . has been the
case for the last decade and a half. ;.'The exact number .of. jobs cffered
by INDECG in the post-reform. period hawe been. 23,025 in 1987, .23,317
in- 1988, "and 24,100 in 1989. The small increase was due - .toe -the
takeover of maize milling operations from private companies, -asg .a
result of food price riots at the end of 1986. The tendency was
in faect for manpower reductions to be undertaken .as..a, part .of tha
reform packages. 27/ - ST

P

7/  INBECO Annual Reports, 1986 to 1989.
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SECTION III
‘CONCLUSIONS ARD RECOMMENDATIONS FOR ACTION

76. The foregoing review suggests that, despite the world-wide
privatization movement and talk of the -“twilight of 'the state-owned
enterprise”, there 1is no doubt that PEs will continue to play a
signifidant role in the economies of African countries in the future.
This = cohclusion is, in fact, not’ unigue to Africa. European and
Morth Ameridan countries whith have competitive market environments,
for instance, have PEs in posts and telecommunications; electricity,
gas and oil production: railways and airlines; motor industry; steel
and shipbuilding. This ubiquity and.relevance  of . .PEs. should not,
however, justify the tolerance of persistently mismanaged and deficit
geénerating PEs in Africa. Nonetheless, it is evident that wholesale
privatization of PEs is not the panacea for ‘the resolution of Africa’s
debts and national deficits problems. Overall, reforms and selective
privatization of PEs' would enhance their contribution to the soico-
eéonomic transformation and sustainable development = of * African
countries. . R e

A. Summary Conclusions

77. It is true today as it was in the 1960s that; in most Sub-Saharan
African countries, an indigenous private entrepreneurial class, with
the capital and capacity to operate large-scale enterprises, does
not exist. The result is that local private entrepreneurs are mostly
concentrated in small-scale informal and formal enterprises. in
the circumstances, governments and foreign investors are left to
fill large-scale enterprises gaps. Besides, more than 70 per cent
of the populations of African countries are languishing in subsistence
agriculture and could not he expected to engage in the establishment
of modern bhusinesses which require not only huge capital investments
but also sophisticated corporate management. It is, thus, obvious
that, given the rudimentary nature of the evolution of the private
sector 1in African countries, the need will still be felt for the
presence of the government in enterprises that exploit non-renewable
resources such as minerals and oil; and others such as irrigation,
power, electricity, water supply, telecommunications, health and
education which are supportive of both private and public sectors
of the economy.

78, The social and economic crises afflicting 2african countries
since the early 1980s and the inability of PEs to live up to the
challenge of economic recovery and development have intensified the
search for ways and means of improving the role and performance of
public sector enterprises. It is denerally accepted that privatization
should be pursued, not as an article of ideological faith, but as
one of the strategies and techniques of boosting the productivity
and efficiency of PEs in Africa.
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79. Reform and privatization experiences have also revealed that
whoreas financial wviability should be the bottom line criterion for
the retention of an enterpriss in the public sector, the need is
. increasingly being felt that the human dimensions of reforms, such
as the retrenchment of workers, should not be ilgnored. In this regard,
most African countries question the World Bank's readiness to prescribe
socially unpalatéble reform measures that cause unemployment but
will not accept any measures that way constrain the financial
profitability of a public enterprise.

80. A further' observation on the financial improvements resulting
from reform and privatization is necessary. Notwithstanding the
apparent positivé.data on financial returns of the Ghanaian and Zambian
vreform programmes, it is obwvious that the timeframe is too short
_for any objective conclusion on the long-term sustainability of
positive financial results for the enterprises. There is also the
argument that improvements in financial performance might be due
more to factors inherent in macroeconomic reforms rather than
enterprise level reforms. In this connection, a comparative picture
is required to determine the relative improvements and benefits which
might hawve accrued to private enterprises as a result of macroecononic
reforms.

8l. It is also evident that practically all African countries are
still experiencing structural rigidities as evidenced by the persistent
dependence on external sources for raw materials and technology;
the inadequate participation and development of indigenocus human
resources; the slow progress in the evolution and consclidation of
intra-African cooperation; and the disproportionate dependence of
the population on subsistence agriculture and survival activities.
The dismal international economic outlook has also impedded the
procresse of PE reforms in Africa.

82. With hindsight, some PEs have, in their heyday., contributed
immensely to the development of the social infrastructure of some
African countries. That these enterprises have, in the last decade
or so, been performing poerly should, therefore, be seen in a temporal
context as well as in the context of internal and international
econonic relations. The internal demands and expectations of the
populations have become more complex and enormous while the
international economic environment has become more bsuiness-like,
competitive and protectionist. It is, thus, clear-that PEs in Africa
do not have the in~built dynamism to respond guickly to the ever-
changing world of business management. In this respect private sector
enterprises in Africa are in the same bcat with PEs.

83. Finally, there is no doubt that African countries are committed
to the improvement of the overall performance of all units and actors
in the economy. The relatively slow rate eof PE reforms and
privatization could, tharefore, be attributed to political, social,
economic and global factors which are beyond the immediate control
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- of government auvthoritiss. Local investors are willing but do not
have the huge capital resources and expertise to takeover state
enterprises; the entrepreneurial and manageriul vapacity of the local
'population. and banking linstitutiors are  not adequate +to  handle
mﬁltifarious portfolic issues which indliviluzla may be offered to
',encourage_ popular participation in privatization; the investment
climate in most African countries leaves .uch to be desired relative
to the expectations of local and forzign investors, In the final
analysis, some PEs are bheing wound up or c¢losed down in desperation:
some are being privatized; and others are being reformed. The caveat
is that TPE reform and privatization pnolicy dJecisions and practical
measures nust be pragmacic, country-specific, and based on
well-informed énalyses of the ramifications of the issues at stake.

B. Recommendations: Strategies to Strengthen Reform. and
Privatization of PEs in Africa

84. fGhe tagsk of ensurirng’ that PEs operate efficienktly and
cost-effectively, that they carry out their mandate without becoming
a burden on national bhudgets is of utmost importance. This task
rests with <those who have Theen ertrusted with the onerous
responsibility of guidina the transformation  and sustainable
development of the economy in the puklic interest of the population.
Reform and privatization are both legitimate strategies of improving
and strengthening the role and effective performance of PEs. The
policy and strategic measures recommended in  this report . are,
therefore, intended to provoke dialogue and practical action o bring
about reforas which would improve the efficiency of both public and
private sectdr enterprises as partners  in national development-with-
equity.

{i; Creation of frenling llecoc-gnvironment

85. Political pronnouncements on commitment o macroeconomic reforms
need to¢ be translated into concrete political decisions to move the
econoly forward and upward. Thus, under the apworopriate macro-economic
and 'political regimes,; both public and piivate enterprises will be
inspired to voperate ‘efficiently in +the interest of national
development. Raticnalization of politizal systsms to eschew the
elements  of instability and unrealthy conflicts would create the
enabling environment and business climatez so essential for increased
productivity of a nation's productive forces. Political leaders
owe their poeple +the resyponsibility Zor the democratisation of
development through the political o»rocess. - How this is done remains
the prerogative of each nation. In this regard, AAF-5AP, the Khartoum
Declaration on Human Dimension of Development, and the African Chartexr
on Popular Participation in bevelopment provide the contours of minimum
requirements for the democratisation of the enabling environment
for economic transformation and development.
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86. Decentralisation of pelitical-economic powers for decisien-making
would enable locil government authorities to reflect the development
aspirations and expectations of crasstootﬂ ia mational  policies. ang
strategies on public and private enterprises. The ligquidation of
produce marketing hbwoards. for cocoa and coffee cou:d be used to.drive.
homa the crux of the.regommendatidn,dn decentrallsatlon mooted in this
paragraph. As part of the national socio-gconomic restructuring:
of PEs, some governments liquidated national marketing bkoards dn.
the. hope. that farmers WGuidﬁmake‘thgir own arrangements for the sale.
of thei; cocoa . and, coffee. .Ingtead, the farmers who were generally
illiterate derlded to cut down the coffee and cocoa trees and to
planL plantalns. ang cocoyams, which have. a2 ready local market with,
less cumbersome ,marketing activities. In due course, lccal government
authorities were reguested by the central, government tco account for
the shortfwll in coffee and cocoz supplies from their areas of
jurisdictioﬁa On investigation it was = discovered that the
dissatisfaction of 1local npeasants was much move with the non-payment
or. delayed payment of vr0ﬁcede from the sale of their produce than
with the Ieval of prides. oo

87. Decentralisation .will .also enable the central government to
prioritize national development requirements and avoid @ engading . in
the establishment. of enterprises which. are irrelevant to a country's
develupment n2eds and resources. Wasteful prestige projects could.
be avoidad if the views. of . the local pepulation were taken into.
con51derat40n. Local _governuments are alse focal points for the
atlﬂulatlcn Qf ent1enreneu11al _1n1t1at1veq at ithe grassroots. Good
government w1ll this create harmeonious conditiens for local initiatiwves
in_ the productlon and exchange of goods and services. This would
free the central . government from the task of establishing PEs such;
as [illing Enterprises feor maize o meet local demand for the
processing of locally grown [oodstuffs :

{1i1) ilazro-level Tconcmic, Liboralisation

38, It 6 is axiomatic that the State is Letter, placed to provide the
enabling environmgnt for all .e¢onomic units and,; actors to opgrate
harmoniously for their mutual henefit and in the. interest of national
development. It is..proposed that. each nation.shenld re-examine  its
monetary, fiscal. and incomes. policies to 1libaralise *those aspects
which have adverse effects . on  the efficiency .of -the ecanomy as a
whole. ExémplESme unhealthy nacro-egenomic policy insfruments -include
unrealistic exchange 1ates; haphazard .credit, restyictions; price
controls without knovledge of the behavieur of demand and supply
forces: pernicious  import restrictions; | cumbersome - bureaucratic
business regulations and formalitiés that engender inefficiency and
extensive corruption which destroys .the moral fabric and ethics of
a nation; and taxation practices which are clearly not in the intsrest
of the development of the informal seclhor nor that of the governument
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treasury. It has been indicated that liheralisation does not lead

automatically to enterprise efficiency.  THé level of education of

the population; the availability of entreprenearial skills and
managerial culture; the production structure and production relationg
as well  ds’ the attitude of the population to profits, wealth';ahd
busihess relations are all factors which must be cdonsidered prior
to 'the operationalisation o©of a liberalisation programme aimed at
business enterprises. There may be nged for the qovernment"to
undertake an extension and pronmotional ocrientation programme prior
to the implewentatvinon o a Jliberalisation programme to bring the
population irto the mainstream of doing business in today's volatile
socio~economic environment. The human cimension of development should
not be ignnred in the liberalisation process. The latter wmwust be
contextualizad more in the interest of wthe local population and less
in the interest of foreign investors whe also have their own interests
to’ protect. The interests of the state, local and foreign iavestors
should be perceived as muitual and self-reinforcing,

(1ii) Integrating PEs and Private Sector Enterprises (PSEs)
Reiations

89. Econemic referms which rarmove impedirments to the business
operations of both PEs and PSEs would  improve the performance of
the whole population irrespective of the esconomic activities in which
they are engaged. It could be argued, for' instance, that PSEs derive
enormous bhenefits from the contrived ineffiziency oi the puhlic sector.
This argumsent iy not difficult o illustrate. Dispassionate
conclusions <could be made from obscrvations from several African
¢ountries. It is a fact that ip =ome MAfrican countries wmany PSEs
can, through bribesry of relevant governrent officials, obtain more
liberal grants ‘of import licences than their counterpart PES, In
addition, PSE owners have the leevay o influence government officials
to bhend the rules to enable them 2vade or aveld tax obligations or
to smugule contrabands across national boundaries. In this waye
private enterprises are able to benefit ov make profits from the
spoils of public sector unethical management to +the disadvantage

of PEs managers. -Guarantée of upniform enforcement of rules and
regulations on public and private eérterprises would inteqrate the
public sector conduct of economic affairs. Since the problem of

discriminatory treatment arises {rom -human behaviour rather than
from the laws of the Iand, it is sudgésted that all African countries
should embark or a ‘programme of education  in ethics inveolving all
public ‘sector efficials, including those -whose hands have not’ yet
heen soiled by the epidemic of corruptiomn. ‘ BRI I -

{iv) Public Enterprise Control Related Factors

90. -The ‘lack of eclear and consistent objectives, the ‘financial burden
of - social responsilbilities and the absence of an adeguate mechanism
for monitoring and evaluating public cnterprises @ have 2all been

o 1 i e = oy g
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classified as some of the causes for the poor performance of. public
'enterprlses. Indeed, in some view, an element of inefficiency is
“inherent in the very nature of the public enterprise as a hybrid;
- sgharing characteristics of government bureaucracies and those of
private business enterprises. As a business enterprise, the public
enterprise faces all the tests ofﬁ,thé‘;market and the .pressure .of
the business environment; as a public organisation the public
enterprise must be responsive to the needs of - the dominant political
forces and subject to the constraints and opportunities. offered by
being part of the public service chain of command with  their
implications for the appeintment, removal and remuneration of public
enterprise management.

91. Although the adverse impact of the public organisation aspect
of public enterprise is observed in all countries, there is reason
to believe that the situation in Africa is. .worse than -elsewhere.
Appointments to the managements of public enterprises have been a
source of extensive political patronage. The removal of management
of public enterprises has been too _frequent and arbitrary. To an
extent, this situation is a reflection of the lack of political
stability in many African countries. The too fregquent and viclent
changes in government in many African countries have resulted in
‘oo~ rapxd turnover in the top- management of’ publlc enterprises. This
has tended to affect adversely performance of these enterprises,
increased the risks attached to managerial office and reduced
managerial initiative. With regard to remuneration, the lecation
of public enterprises in the hierarchy of the public service has
meant that public enterprises managers often receive small fractions
of the remuneration received by +their counterparts in the privqte
sector.

92. An important means of improving the effectiveness of public
enterprises in Africa, therefore, is the clearer definition of the
roles and - funttions of the wvarious national bodies in the larger
public system which have something to do with the operations of the
public enterprise. The first step in thlS ‘task of role clarification
is the appointment of competent pecple to the corporation supervisory
boards, and the grant to these boards of greater autonomy in corporate
decision making. ‘Often the insisteznce that major government ministries
should have ‘representatives on boards of virtually all public
enterprises overburden the few civil servants of enough experience
to be suitable for such appointments and reduce their effectiveness
as board members, since they are unable to devote sufficient attention
to the affairs of one bhoard. Sometimes also. people who have neither
the experience or professional competence to contiibpte effectivély
to the work of supervisory bhoards are appointed'rfor reasons of
political patronage. Governments are more likely to grant autonomy
to supervisory boards if the public enterprises are able to achieve
acceptable levels of performance with respect to output or financial
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targets. A useful institutional device for ensuring enterprise
autonomy is a negotiated performance contract based on a corporate
plan.

93. The government ministries which are often the supervisors and
controllers of public enterprises are usually not well equipped for
the task. These ministries usually do not have the financial analysts,
auditors and personnel with encugh business experience to effectively
monitor, evaluate and supervise these enterprises. .Also, control
by ministries leads to fragmentation of controls, for when each
ministry 1is ‘responsible for the publc enterprises in its sector,
it becomes difficult to ensure a unitary and coherent quidance of
the public enterprises sector. A single supervisory authority with
its own secretariat and professional staff to provide:. specialist
services and advise to public enterprises and monitor the .enterprises
on behalf of the government can be useful. Such an authority will
need to be given the resources to recruit adequate members of well
qualified and experienced staff. In the abhsence of this, such a
body will run the risk of superficiality, and lack credibility with
both the government and the public enterprises.

(v) Improvement in Performance _within Public Enterprises
through Human Resources Training and Development

94, lMeasures to improve managerial performance within public
enterprises are curcial for their effectivness. There is the
need to ensure that competence is the major criterion for the

appointment of puklic enterprise managers. Managers should have

zppropriate educational background with training in relevant fields
such as statistics, psychology, economics, bhusiness adminstration,
engineering and other technical fields, Managers will then need
management training which will give them some exposure to technigues
and theory in such areas as marketing, finance and general management.
Management training should also seek to improve their skills in the
maijor management tasks such as evaluating the work of subordinates,
diagnosing and solving problems, and give them some basic technical
knowledge of the machines, processes and products of their enterprises.
It has been suggested that since inside the enterprises, the management
skills needed’ by public enterprise managers are much the same as
those required by their private sector counterparts, there are szome
advantages in training managers from the two -sectors together so
that they can exchange experiences,

. 95, Properly trained managers will be capable of analysing the
_problems of their enterprises and have the confidence to attempt
to find solutions to them. There are 2 number of typical enterprise
‘operations which are capable of being improved if a conscious effort
~is " made to find ways of efiecting  improvement. Some of these
possibilities are improvement in production planning which leads
to better utilisation of labour, material and equipment; improvement
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in plant maintenance, which leads to reduction in-plant down tenure,
red@qed . wastage. and rejects, reduged. spare parts inventories;
improvement in material control and quality control, with resulting
improvements in raw  material yields and reduction of wastage;
improvements in stock control systems which give savings in inventories .
and improved inventories, turm;n.rer-= better product costing methods
to impfove pricing policy; . better information systems which lead
to more effective financial control. ;

96. In the .final 'analysis} a great deal will depend on removing
the factors which reduce the prestige and attractiveness of managerial
pOSltlonS in publlC enterprises. If public enterprise managers are
not subject d to arbltrary Glsmissals, and are not toa poorly
remunerateo, public enterprlses will be able to attract and retain
high callbre managers who will be capable of effectlng improvements
in the operatlons as outlined above.

"(vil Improving 'Corporate flans &5 a ilanagerment Instrument
and Basis of Contract Plan with Governnent

97. Hore woften than not political interference in -the day-to~day
management of PEs has bean identified as one of the problems of public
enterprises performance. Although it couldéd be argued that this
1nterference .15 much more pronounced in PEs it cannot be gainsaid
that per&te enterprlses are also subject to political interference
or lnterference by shareholders. 1In some cases, political interference
could be used as a smokescreen for inefficiency. It is, therefore,
up to managers of PEs *o come up with concrete facts on the. adverse
consequences of political interference in  specific cases. . . S¢me
manaqers have been known. to stand their grpund»by,refusing tg.reinstate -
a dlsmlssed staff notwlfhatanding instructions from the :highest
polltﬁcal quarters in the land. While such resilience to  political
interference could be applauded, a. more objective approach  would
be for PE managers to prepare corporate  plans as instruments of
management control and success. Deviations £rom plans could. be
determ1ned through vaVLance analysis. Deviations due to political
1nterference could then be articulated for the attention of . the
Government as the stakeholder or owner of the enterprise.

(af;_Improving'the Ptapanation of Corporate Plans

98. 'Public. enterprises ‘should be encouraged, albeit mandated, - to
draw ‘up corporate plans to 1mpxove managerial effectiveness, - guide
the operatlons of these:enterprlses as well as serve as a basis for
the. negotlatlon of performance contracts with the government, .
Corporate plans are eXpected te . map out the medium and long~term
objectlves ‘of an enterprlse_ and thel strategies of achieving. these .-
objectives 'in” the light of the ,enterprise mission. They - need: to -
be constantly revised and dynamlsed to reflect the ever changing
env;ronment.ln‘whlch enoerprlsea, and particularly PEs, operate.
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99, A corporate plan would cover the entire components of the
enterprise including environmental factors such as macroeconomic
factors and trends which could influence the performance of the
enterprise. Thus, the environmental analysis section of the corporate
plan would review the relevant factors of the overall economy and

sectoral trends; market outlook; forecast of inflation rates, exchangé
rates and cost trends; review of performance in the past year{(s)

and general oconomic outloock of market forces. Other components of
the corporate plan would include articulation and formulation of
enterprise mission, obkjectives and  strategies; determination and
projection of performance targets with specific statements on abhsolute
and relative profitability, productivity, liquidity and capital gearing
levels: statement and articulation aof investment,'operating, financial,
human = resources/personnel management, and maintenance plans of the
enterprise.” Thus, armed with a corporate plan covering all aspects
of the enterprise, the PE manager will be more effective in achieving
enterprise mission and objectives as well as having the basic tool
for -negotiating . performance contracts. w1thnthe government to enhance
autonomy from political interference.

{b) Contract Plan/Performance Contract Plan

1o00. The idea of a contract plan betweéen PEs and the dgovernment
to strengthen the autonomy of PEs from political and gtate interference
was initiated in France and extrapolated, as it were, to Francophone
African countries, in the first instance. Whereas governments in
both the industrialised and less developing countries (LDCs) have
often been accused of not hoeonouring their own obligatioas under
contract plans, it 1is important for PEs managers to prepare detailed
corporate plans which could be used as a basis for determining the
actual -culprit responsible for the poor performance of specific public
enterprises. In an  objective performance evaluation against the
backdrop of a carefully prepared corporate plan,6it could be discovered
that factors responsible for poor performance of the PE might well be
ocutside the control of poth the government and public enterprise
managers themselves. In the circumstances, sound and effective
decisions would be made on how to overcome the problems of the PE.

101. Performance contract plans are based essentially on corporate
plans. They provide details of. performance targets; -performance
incentives; and levels of expected government support. & typcial
contract plan for corporate performance and autonomy would, among
other- things, outline the mission and objectives of the relevant
PE; - performance indicators and targets on profits, productivity,
fuel consumption efficiency, completion and auditing of accounts
for submission to government, employment, and government obligations
on issues like reducing social objectives, facilitating Jloan
negotiations, a system of monitoring, reporting and review, and a
set of incentives and sanctions linked to the fulfilment or
non-accomplishment of agreed targets, These performance and autonomy
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contracts are denzvally  signed batweer a public enterprise and the
appropriate secter ministry, on bebalf of the Government. The Hinistry
of Finance and State Interprises Zcuwmisscions which monltor performance
i some cvovntries also sign the contract nlans.

102. A performance-~based inzentive scheme ceuld also become part
of the perfcrmance contract plan. In the case of ¢Ghana, selected
performance indicaters include sales, pxofits, lahour productivity,
payment of taxes and dividenas, and compietion of accounts. It c¢ould
be suggested, based on +the Ghanaian experience, that selected
performance indicators be waighted to arrive at an optimal nperformance
index of one. Thus, these indicators would comprise net profits
{.5)}; completion of accounts (.l) and other indicators already
mentioned (.4). bSome of the elementz ©of +he incentive scheme will
be firancial, for example, bonus payments linked to the fulfilment
of targets; non-monetary incentives such as annual award ceremony
for best performing public enterprises in *he Jifferent categories
of performznce. The scheme will alsc include sanctions such as salary
freeze and nonpayment of bonus as well as dismissal of wmanazgers whose
enterprises perform below agreed targeis. The Pakistan Signalling
System (PSS5) for the ovaluatior of public enterprises also uses
weighted criteria and targets such as profitability {(.5), physical
production (.2}, productivity (.1}, corperate planning (.1), energy
consumption {.05), =and indigensation (.0%5) to wonitor improvement
targets and results achieved by relevant public enterprises., Each
country <ould, thus, come up with a set of waeilghted criteria and
performance targets for its own PEs, In furtherance of intra-African
cocperation and economic integration leading to African Economic
Comrunity (AEC). workshops could be held at the subregional and regional
levels to discuss and harmonize a consolidated system of performance
indices for the improvement of PEs performance in Africa. In this
regard, African couscries would oo well to exnlore the opportunities
available under projects such as the Special Action Programme for
Administration and Management (3BPAM) in Afriza.

{viit Strengthening the Institutional Framework to

Operationalize Reform/Privatization Programmes and

Sustain Imprrved Performance of PEs

103. The proliferation of institutions of PEs wmanagement does not

necessarily lead to improved performance. The functioning of
instituticns is, therefore, more important than their elegance, numbers
or size. Some countriess profer the sapervisory wmanagement of PEs

by sectoral Ministries; others choese the configuration of umbrelia
companies/corporations/agencies o hring together and oversee all
PEs irrespective of sectoral location; and other countries have a
combination of umbrella agencies .and other hybrid institutions to
oversee the performance - of their PEs. State Enterprises
Commissicn/Public Enterpriscs Commission have been put in place in

i
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other c¢cuntries to act as umbrealla institutions for rnublic
cnterprisss. These institutions could be given the required resources

=

Lo operate clsc ax corritiors an PUrove Tornm ond privetization.
iCa. The experiencno of GChana suggests +that a  State Enterprises
Commission (SEC) as a more permanent agency could be strengthened
te carry out its mandate much more effectively. A Divestiture
Implementation Committee (DIC) could be constituted and charged with
responsibility for the implementation of a reform and privatization
prograrwpe. The DIC could function under the SEC auspices but separate
from SEC given.the flow chart in Fig. 1 of this report. In effect;
it is important *to strengthen the institutional framework for the
monitoring and evaluation of the performance of PEs and to create
a tfocal point in Goverrnment for the efficiort kandling of issues
on reform and privatization prograrmes in a systematic manner. It
is, therefore, essential fer all . African countries to re-examine
the roles and responsibilities of all Government institutions (State

Enterprises Conmissions,  Sectoral Ministries including Ministry of
Finance and Economic Flanningl which have some role to play in the
success or failure of public enterprises. Private sector

representatives on reform and privatization agencies of government
¢ould bring their exveriences to bear o~ the orientation of PEs reform
and privatizatiomn.

105. Whatever institutions are constituted to operationalize the
reform and privatization proarammes, it is important to provide them
with the required technical and logistical support to ensure that
they function as expected. It is also important to appoint competent
and professional people to these institutions. Overall, experience
indicates that the preparatory phase for PEs reform is crucial and
could be protracted. Political comnitment needs to be translated
into pracitizal  2oxion to sunnert the  implementation  of  reform
progranmes .

{c} BSelective Privatization as the Overwhelming Choice

166. The review of experiences indicates thai wholesale privatization
is unrealistic and has, therefors, not been advocated by any African
country. Reform of PEs is feasihle. The decision to privatize need
not be doctrinaire bur should be bhased on objective analysis and
the contextual relevance of each enternrise within the public policy
paradigm of individual African countries. Selective privatization
and mandatory reform of ihe public and privats sector enterprises
would seem to be the mode of experiences in nearly all African
countries.

167. In some situations, liguidation and closure of public enterprises
have been the only options avcilable to the government. If, for
instance, it iz considered that reforms will not resolve the technical
and financial problems of an enterprise on a sustained basis or efforts
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to privatize have failed, then ligquidation could save the taxpayer
from further tax burdens. If the ligquidation option is chosen, then
the process should be speeded up to avoid a situation whereby the
emoluments of liquidators could exceed payments which would have
been made to settle the claims of peasants who may have deposited
their meagre savings in, say, state-owned banking institutions. The
consensus is emerging that surviving PEs should be exposed to
competitive market forces. They should be given the mandate to operate
efficiently in competition with their private sector c¢ounterparts
or face the alternative of closure and liguidation.

108. The paramount importance of a conducive peolitical environment
for all economic activities cannot be overemphasised. Similarly.,
there is universal agreement on the essence of efficiency and cost-~
effectiveness in all aspects of public enterprises operations.
Economic and enterprise reform programmes are underway in practically
all African countries to meet the challenges of economic transformation
and sustainable development in the 1590s and beyond.
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