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FOREWORD

The poor performance of public enterpnses partlcularly in the 19803 has subjectedj
them to severe criticisms and an intensive campaign for their divestiture. While there is
emergmg consensus that governments should no longer continue to- waste the litnited public

~ resources on loss-making ventures, there is also agreement that every effort should he made
- to assist better performmg enterprrses to be more efficient, effective and proﬁtable -

- The Pubhc Admunstratlon Human Resources and Socral Development
Drvxsron(PHSD) has undertaken 4 number of initiatives a.rmed at assisting public enterprises
to improve their managenal economic and financial effectiveness. Apart from conducting -
training programmes in partnership with national governments and training institutes, and

. dissemenations various publications on different aspects of improving’ the performance of
. public enterprlse through “its regular programme, it has also extended its: outreach by _
" undertaking major initiatives in the area of public enterprise- management within the =
framework of the SAPAM project. The Debrezeit Senior Policy workshop on Improving the
- Performance of Public Enterprises in Africa held in November 1990, the: Senior Policy.
- Workshop on Improving the Performance of Pubhc Enterprise Management in Africa:
- Lessons from Country Expenences held in Dakar in 1991 and the Regional Conference on

Development Management in Africa: Thrrty years of Experience, Emerging Challenges and
Future Priorities, held in Addis Ababa in 1993 are worth mentioning in this regard. These

~ workshops and the conference analyzed the problems facing public enterprises in- Africa in-

depth and recommended concrete measures for dealing with them. These fora recognized that
public enterprises will continue to occupy a significant place in many African countries in
spite of the current: frusu'atrop and disillusionment with their performance, and recommended .
that no effort should be spared in, assrstmg pubhc enterprises to 1mprove therr performance

. through varrous measures

The part1c1papts of the various workshops and conferences called for concrete

i measures to be undertaken by ECA with. the abjective of assisting -public enterprises to
- improve their performance. One such measure yrged ECA to develop mQrcators to monitor
- the performance of public enterprises in Afrrca This study reprcsents 3 fesponse to that.

request. It is intended to assist public enterpnse managers and tpgqe overseeing aspects
related to the performance of Public Enterprlses to monitor the fulfiliment of enterprise
objectives ensure effective utilization of resources and provide an early warning system

capable of detectmg mal performance and resource waste and loss.

The study is in a draft form It is being put before this Semor Pohcy Senunar w1th' -

‘a view to’ subject it {o a critical review by the participating practioners and experts. The
- study will be released after mcorporatron of any amendments, observatrons and unprovements '
' whrch ‘will be contnbuted at the seminar. : : :

Sadig Rasheed -
Director . - :
Publlc Admmlstratlon Human Resources
_ “ and Social Development Division




Introduction: Background, Rationale and Methodology

| Pyrpos¢ and Rationale

s Developing of performance evaluation system is crucial [ promoting the iﬁadl__y needed
- reforms of public enterprisés, “Development of performance evaluation system for PE

... .- can be an important base for creating a new management information system, and
" promoting new management style. © ° - ' C _

Periodic evaluation is necessary for assessing effectiveness of decisions taken, .
- ensuring that'resources are being allocated effectively and improving performance,
-~ Periodic evaluation is definitely one of many managerial techniques that help to -

- identify possible strengths that need to be enhanced, and weaknesses to be avoided or
corrected and, thus, measure the extent of deviation from stated objeetives. Hence,

it is advisable for public enterprise management and government (owner) to assess the

performance of public. enterprises before "economic failures” or. disaster occir in
‘terms of resource waste and loss. P ' - I A

n

T e_‘impoﬁance,ﬂf profit is hardly appreciated or sometimes its éxistence dotbted in

" public enterprise management. Nevertheless it is still essential to ensure that resources

‘are being utilised effectively and efficiently to meet desired goals. Evaluation of this
- kind depends on effective performarice measures, I
- The performance measures must be developed into a deliberate, conscious, and opent
performance evaluation system capablé of monitoring whether the PE is achieving the
purpose it sets out to accomplish: - For example, the performance evaluation system
in South Korea, which is considered to be- successful, is intended to achieve
- managerial accountability, management autonomy and make positive contribution to.

- the nation’s economy, . SR |

“Any performance indicator déirelbpedi to_mo’nit_o_r and evaluate performance of PE
- should revo,lve-around-theienterpris_e goals; i.e. c(_)'m'm_er_r_.:ial'igoals,-' economic g__oals,' N

and socio-political goals.

Performance measures can assist to improve management practice, as they provide
essential information to management for; regular monitoring of activities at several
levels within the organization - i.e. at policy making, department, and cost centre
levels. Therefore their identification, definition, and interpretation is important.

" A distinction -should be made between perfo;‘maﬁce ‘measure ‘and pe;'fonﬁanée

*indicator. Performance niéasurg is a generic term which: refers to,‘.apprai'sal tools,
- Performance - méasure is usually referred . to - where - economy, sefficiency, .and -

~ effectiveness are measured rather precisely and unambiguously. - Performance
- indicators on the other hand are "provocative and suggestive”. They are indicators
*that alert management for need to pay attention and examine. issues. {Jackson and
*‘Palmer 1989 p. 2). - SR e |
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A perfonnance evaluatlon system can be developed by: "~ SR

* Jooking mto the PUth enterpnse acttv1ty that i 1ts ob]ectwes and

77 components, and
© . ideciding on what is to be measured or evaluated and thus dec1d1ng wh1ch
' measures to use as tools for evaluahon o

Evaluatlon of publlc enterprlse performance could be made in terms of
' (a) assessment of economic and ﬁnancml v1ab111ty

. {b)" " assessment of pohtlcal and social usefulness .
""(¢)  measurement of productivity -

(O " measurément of effectiveness, and
G rneaSurement of efﬁc:lency

. They could also be looked at in terms of (@ MAacro-economic performance mdlcators
’ "whlch may include -financial indicators and. economic ‘indicators,. or :(b) micro-
* economic indicators to include commercial as well as non—commerc1al mdlcators for
' evaluating’ specific industrial, ot spec1ﬁc enterane act1v1ty, or (c) quantltatwe or
quahtatwe md1cators ' _

: Performance evaluanon mdlces could be classzﬂed as follows (Powell 1987)

general performanee mchces
" management performance md;ces -.
"~ financial performance indices -
investment performance indices
© cost breakdown indices
phys1cal performance mdxces _
 production’pérformance indices
" marketing performance indices

1 1 1 :‘;_:

.- .  manpower uuhsatlon mdlces

~ Most crueial 1ssues here are L

o - (3..—)”_ 5 identlficanon of the PE sphere of e(cpm;y m}d thereby thneatmg the focus of_

key policy ob]ecnves delmeaﬁqg proﬁle of policy gnd its components nﬂ
some - quantltatlve terms. wiuch ,smxfy and help dete;pnne what is bexqg
‘ -i‘meawred T S _ .

. (b) 7- ;-d@‘*ﬂfopmg a set of measure to be used‘ | ?5 qbclsl,oll of the cholc -
+ s b v e, it ?psmk i 993’ many oi"
‘(oo few :and Cal.ltl()ﬂ in deslgnmg of tools. "My ,




_ .Eﬂicieﬁcyl _ _ E ‘
wo . Effectiveness - . - ~measured by Time Target indicator
. - Efficiency/ | : '

3

~ Most common "tools of the trade™ which 'de\sig'u set of hiea_si;res "jr,cf:vol\?e around
‘measures of Economy, Efficiency, Effectiveness (Fackson and Paimer 1989). -

Seien
L 1am,

Economy = i~ . measured by Cost indicators =

- Efficiency *- - measured by Productivity indicators
- Effectiveness - measured by Quality of service indicator -

demand (or take-up rate) for service indicator

‘Effectiveness < measuife_d by";Volum‘e of ngand

- Effectiveness/ - : L N
coBquity - . measured by - Availability of Service S
Goal achievement - measured by Outcome. (or Impact) of policy indicator

"It is important to note whither evaluation is being made-of the management or of the -
* enterprise.  For most part, our focus -is on management performance evaluation
criteria, SR e D -

- It is impossible to develop indicators that encompass all aspects and -irﬁpact of PEs,
~for all purposes and objectives- in all context. We have thus reverted to idéntifying

most common - “tols - of trade that exist: for measuring economic’ outcomes of

enterprises cutting across all enterprises. -.

s+ Ttis within this framework that the study is conducted and-a short-list of performance
_indicators-in PEs is identified. : =~ R AR

| Metkodology

This study started with an extensive literature search on performance measuremenit and

~ performance indicators in terms of (a) concepts and historical ‘development - of

enterprise performance measurement; -(b) public 'sector -and public enterprise

-performance evaluation criteria vis ‘a vis experiences in Europe, Asia, and Africa;
- respecially -Great- Britain, ‘France, India, South Korea and Ghana; (c) reviewing

conventional financial performance measurement techniques in private enterprise and

‘their applicability in public sector.

:Secdn,dly,: a list of annotated bibliography on 'p@blic enterprise . performance -

measurements in general and, in Africa, in particular, was prepared: and a list of -
possible types of PE performance measurement were prepared. - -

" Third a short list of what could be :_cdnsidered appropriate perfor;nancér_‘indicators for
‘PE in Africa were determined based on the-following criteria: S o
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- Commonality aﬁdﬂ_genéra[;'_bccéﬁiabﬂiiy' of a performance indicator:

Performance indicators must reflect "most common tool of tr.ade", and be

“amenable to. measurement of PE without too many constraints in computation
“and too much distortion in data or results, R

" Coverage ) B T R

TIndicators selected, should to the extent possible, include evaluations of

. financial and non-financial, quantitative and qualitative, short-term and long-

- term performance, macro and micro indicators. - For most part indicators

- selected are to be used or applied to all enterprises across- industries. . In

- -addition, industry-specific and enterprise-specific indicators are considered
_separatcly. - . o v IO S o : :
 Acceptapility and reliability of data . - . . S R

. There is no use devising an elaborate performance indicator (formula), if the

- data needed for its use are unavailable or unreliable. LT e

Simplicity and ease of understanding . = .

~ The component element of the perfogman@;e iﬁdicatorj-;(formula) should be
 easily understood for computation or interpretation. L

- Relevance to African PE " S : :
. Indicators selected must be pertinent to African PE, taking into-account

 considerations of existing and potential management information system (and

- Or accounting data), and competent personnel.

Fairness S _ _ . | : CoE

Indicators selected should be fair in assessing management’s responsibility,
- extent of span of control, and also.the environment of the industry and the
" country in which the enterprise operates. .. - TN :
" Conceptual cokierence ;

_-contradict or duplicate each. @)th‘e.r,

' Indicators selected should —cbﬁccptqaﬁy'b,g coherent rational, and must ot

- For comparative purposes a list of various performance evaluation measures,

- the Appendix. -

as proposed by various writers or used in research and practice is provided in-

Thése mclude: -

PR performance indicators proposed by J. Powell.- . .- -

- PE performance indicators used in South Korea.

~ Performance indicators used to predict "industrial sickness" in India.
Performance indicators used to predict “"business failures" in U.S. by Beaver.

- Performance indicators used in assessing  "public enterprise” sickness in

- Ethiopia by Johannes.
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- -Findnciallp.erforméhce ‘iln'dicatdr_s used to evaluate privat_e-‘ente‘rﬁr-ise in'_ US as -
- published by Dun and Bradstreet. - R T e

II',_ i Expenenccs éﬁd'Effqrts‘idf PE Perf_nfmance Evaluation Sysféms'ﬁnd Indices in
- the World * A S : .

_ ~ The need for evaluation of performance of the private enterprises has been recognized
long time ago. -The process started.in 1932 when P.S. Patrick made a random-selection of
19 firmsithat failed and compared them to 19 successful firms on the basis of financial data,
 ascertaining that financial ratios were important tools in establishing significant relationships

- which could yield distinguishing characteristics. These efforts were continued by others such

* as Beaver (1967), and Altman (1968). Moreover, capital markets have developed and used
financial ratios to discipline the foregoing private enterprises. T

.~ However, interest in' evaluation of performance :of public enterprises: (PEs), has

. emerged relatively recently in developed and developing countries as a result oficoncern about .
- their poor performance." The need to have established performance systems and indicators

s

for PEs has always been inextricably linked to the desire for improving their performance

~ through different reform measures. (Chambers, . 1983, Woodward, 1986, Trivedi, 1988, L
Benuet, 1988, Shaikh, 1990). 'Investigations of the performance of PEs by a parliamentary P
select comiinittee or government commissions often’ highlighted ‘the need for designing’ -

_performance evaluation criterid and system,

. PE Pgdoima#ce Evaluation Systems and Indices:Review of Experiences

~* In Britain, "most nationalized industries have published key performance indicators .
i their annual reports” (Woodward, 1986). In the case of three nationalized industries, that - .
- 1is, Gas, Electricity Supply (both denationalized now) and Coal, these performance indicators
were usully part: of a wider system of target-setting and performance appraisal. - Most.
- important, ‘however, is that “the targets to which commitment was eventually given had been
arrived at through a process. of negotiation between the interested parties”. = (Chambers,
1983), These performance indicators basically consist of the conventional financial ratios and.. . -
~other ratios based on production and employment. = Co e e .

_ The British model of PE performance evaluation system and criteria is based on
concepts of management by objectives (MBO) . It doesn’t involve any contractual agreement
- between PE management and the government. The use of performance indices:for PE 8
- performance- evaluation in Britain- has experienced many limitations.. . Woodward. (1986)
observes-that the "analysis of these cases suggests that performance indicators presented.in
annual reports give limited information except on the loosest definition of performance”. He
. then outlines the following-fimitations: .=~ - S
- (@ - conflict between financial and non-financial performance as to how far “doing .
‘well” on operational services and other performance indicators is compatible.
~ with good financial performance; o ER
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() trade-offs over time, in business terms, bei:wecn' short-term operational profits

‘and longer-term survival, ‘This is a problem common to all industries with -

long-lead times for planning investment and development;

() the proble_ni of composition. Overall inc_lﬁstry indices provide aggregate data.
. . .’ One sector, of an industry may perform excellently (on all criteria), other

- abysmally. Aggregation conceals both extremes;

. {iv) - - the effect of go%remment directives or interventions on performance measures.

. Where ministers are not accountable, the accounting of such interventions -
lends itself to wide divergence both in interpretations of effects, requiring
“counter-factial hypotheses, and attribution of related costs, particularly where

. ... joint costs are involved;

| (v) govemment—indusn'j‘ relatidnshi;ié.' If 'the_ re]zitiqnship betwéen industries and '

 sponisor departments exhibits "a marked absence of common purpose, trust and
understanding” between departments and many of the major pationalized
industries, then the provision of genuine internal performance indicators may
- provide further ammunition for use against the industries. '

. Despite these limitations, however, performance indicators were found to be useful -
- for highlighting:objectives of the nationalized industries. Woodward (1936) concludes his
‘analysis by arguing that "there: must be benefit in a public enterprise setting and publishing -
its own targets and performance indices, both for internal purposes and. for discussions of

performance with sponsor departments and other interested parties”. As most of the British

nationatized industries have already been denationalized (privatized), the British model has - |

" 1o bearing on the performance evaluation systems of PEs in de_veloping countries. ~

. The French system of contracts for managing PEs is of particular importance for us
 as "almost all less developed:countries interested in improving the performance of their:public.  :
enterprises are likely to consider this option seriously." (Trivedi, 1988): In fact, some :
. developing countries, including some African countries, have already adopted some versions; -
of this system. The French -system-came into existence ‘in the. late 1960s. upon - :
recommendations of :a parliamentary committee formed to review performance -of some: ..
French PEs.  Among other things, it proposed: that programme contracts be drawn up to -
increase the operational autonomy of PEs and restrict the state to the role of fixing the.rules . -

~ of the game.

) ’ There was 0o standard format for .these contracts.’ I-Iowevcr', all of them incorporated e
~ four essential elements (Trivedi, 1988). These include (i) the strategy of PE for a medium- .
 term (three to five year) period, based on the government’s Macroeconomic projection for the .

development plan (ii), propositions formulated by the enterprise for adapting this strategy. to

fundamental goals of the French government’s economic policy (iii)- areas of financial - - |
- relations with the government, especially the financial targets of the enterprise, and (iv) the

government’s obligations to cover the additional cost of non-commercial objectives and
relevant procedures for achieving this reciprocal commitment. : ' ‘

Y




The F."ench system of contracts did not bring about the expected improvement inthe

financial performance of PEs. The French PEs. continued :to. make huge losses. ‘According =~

" 1o Trivedi (1988, "in 1983, the French government had to pay apprommately $7.8 billion .
" to keep its PEs i business”. This is. mssﬂy attributable to problems arising from the
" implementation of tie contract system than the System per:s¢:: This i because "most French

conn'a'cfs ‘did not smeet most -of the precgnditions” necessary for - their ' successful -

| _;unplementatlon ‘Nonetheless, for one reason ot another, versions of the French system of
" contracts have beer: Pxpenmented within many deve lopmg countnes that have estabhshed
‘performance evaluaxtlon systems for their PEs. - ‘ :

s Im dew:lepmD countries, a m.imber of countrles hav\v Ieached the stage of demgmng
:and 1mplementmg performance evaluatlon systems for their PEs, and in a few cases'the: -
. be gnimngs of the operational phase are in ev1dence (Samnento 988) The: expenments in-
-developing ‘countries with the use of - :

the Frg nch model for managmg PEs may be classﬂied mto three c&tegones R

'i'he African F.Jqprneuce | . i D s i
| Thfe performarnce contract . pproach has. been adopted by; many Afncan countries,

,_\ hbﬁébly the francophone countries., The system has been implemented by ‘Sencgal; Gambla _
- “Maorocco, Cote d’Ivone and Ghana More deta:lls on thlS wﬂl be prov1ded later L

o

T?m Slgfmlhng System

ThlS systf 1m is 1mnlemented in Paklstan South Korea and Venezuela (”I‘nvedl 1988
So./a, 1988, Mehdi, 198&» ‘Song 1988) In these countries, "contracts between publxc
“ente: wises and the government are just one part of this System, whose main objective is to
- send spptopriate signals to the manager*; to guide them to. make decisions in the national
 interest ~nd reward them for doing so” (Trivedi, 1988) Accordmg to Trivedi’ (1988), the

- System, coasists of three. mam components

- 0] ‘erformance evaluatlon system this cons1sts of severai steps One has. to' )
SRR dec. de on a set of appropfiate criteria for evaluatmg enterpnse performance
., and Lo.nbme both primtary . el i :

(comme; cial proﬁtabmty) a,nd t;upplementary (non—commerc1a1) md1cators to -
. _g;;:come up with a compomte scorc, o Can : ‘

‘ '(ii) performame mformatton ‘;ystem the ourpose= of thzs is to ensure a reasonable.
balance of m»‘ormauﬂn between the governiment and PEs

(111) ”fperformance incentive (dlsmcenuv e) syatem tlus system Imks rewards
" (sanctions) io performance. Despite the fact that this version of the French

contract system has also encountered some problems, ‘the system worked well

and mlproved the fiaancial. performance (commerclal profitability) of PEs.
Thus according tc¢ Tm;edl (1988), in Pakistan "there has been a sustainable
increase in the financial profitability of the entire sector" whereas in South
Korea, "the Korean expem\ent has exceﬁded all ezpectatmns The obvious
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reason for this smashing success is that '-these countries have improved the
- system before adopting it. . ' : '

R "l?erformancerCDniﬁiCtiﬁg Sysiems’

E '-Thésé'-“.ﬁsy'stems‘ ai_ré adopted in India “and 'B_anglade:_sh.' The Memorandam of

'éﬁhd@tStanding (MOUy-is the Indiatt-and Bangladesh version of the French system: MOUs -
~-afe: very simple and have the same contents as the French contracts. The original =

pperformance contracting: system did not produce satisfactory r_c"sult's and had to be reﬁncd '

further. LT

Apart from the performance indic':atoré_ used in the MOUs, in 1985 the . Indian

-Governtent has passed a legislation named " the Sick Industrial Companies Act", which was
-made-operational in 1987 (Kapoor, 1987, Kinfa, 1990). In the Indian context, six financial

. ratios were used to predict PE sickness, as defined by the Act, three years ahead of the actual

- failure of an enterprise. This will help the government to take the necessary rémedial
- measures. These include net working capital to total assets, retained earnings to total assets,

earnings before interest and taxes, market value of equity to total assets; total debt to total
assets and cash flow to total debt. - S - o

- Apart from the use of the French system of contracts in many devei_()p.ing éc_iuntrics,'

Brazil has adopted a different system of performance evaluation-for its PEs. The main
- objective of the system is “helping the national planning system™ in terms of "enterprises’
- contribution to combating inflation, reducing unemployment and lowering the public debt”

(Arcifio;” 1988). -The system is used more for  macroeconomic decision-making than
microeconomic decision making. The system develc_)ps four performance crite:i_a.l The_se_

- include: B

@ - financ:lal performance evaluators: these nse l_argcly"thé .cth'cntibnal ﬁnancxal _
Foratiesy o DT ‘ Lo T

(i) productivity gain evaluator: this relies on 'tﬁé'-‘calculaﬁbﬂibf"tﬁe‘tbtéi'fék:?t‘giﬁ -
- productivity (TFP); B L

- (i) -, socidl objective accomplishment evaluator: this evaluator has been divided into ;
- acomponent that measures the index of demand satisfacticn and a component

that measures the quality of the service; - o '

(iv)  public opinion sounder: using this indicator; PEs investigate their market to -

~ determine whether or not their product/ service mix is satisfying society’s -
«: needs through questionnaire. R S S _

One issue related to performance evaluation of Pes appears to be common to both
developed and developing countries. - This is the difficulty of assessing PE performance due

- to their multiple goals (Chambers; 1983, Trivedi, 1988, Arcirio, 1988). -For some scholars,
" "the search for an-absolute and universally - justifiable criterion -or set of criteria - appears

to.-.bé -f;uiﬂess (Bennet, ’-_1‘988)..:"1‘0;‘:6(‘1_' to the difﬁétiiﬁ:y;": while the COnvenl_:ipnai financial -

R N
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 indicators are useful for assessing organizational performance, they are ﬁséléé“s for asscssmg |
managerial performance" (Woodward, 1986). - A S

.~ In general, therefore, the subject of performance evaluation of PEs in" developing,
. coutitries'is’a new -one and-marly: questions have to be answered yet. (Trivedi,’ 1988), As..
Sarmiento (1988) argues, "the subject itself still needs further clarification and certain crucial ’
- - questions appear to.have multiple and possibly conflicting ariswers”. .

'III:'{_:.‘ -;Plf,;;_Perfdrmancé Evaluation in Africa:- Review of Experiences o

"I few LDCs have operated p 'ormanc':e-e'_valuation systems for their PEs, fewer

 African countries have reached that stage. Generally speaking, all the African countries that -

- have designed and implemented performance evaluation systems have adopted a version of
the French system of performance contracts. In the following sections we will discuss the

efforts and experiences of PE performance evaluation in the-Francophone ‘and Anglophone® -~ *

countries. Moreover, the efforts of developing PE performance indicators at the Pan African -
level will also be discussed. : SRRNRTTRTE I R T s

.. Francophone Africa

~ Many francophone African countries, ndtably Senegal, C(_)ngo, Morocco and C_c“}fe- o |
. d’Ivoire, have designed. and implemented a system of performance evaluation indicators as

 part of contract plans (Saulniers, 1990). The contents of these contract plans are similar to.
the French contracts. According to Saulniers, 1990, " one reason francophone countries use

- -contract plans may be the plans’ country of origin: France".- Thus, a census of ninety-six _
African contract plans from 1973 to 1988 found only seven in anglophone nations. In
Senegal, the system was designed. by French: experts -and therefore it is "a pretty good
facsimile of the original system" (Trivedi, 1988). - = s :

- The use of financial indicators within these contract plans, in addition {o other related
- reform measures, have contributed ito the improvement-of the financial performance of PEs
- -in francophone Africa: "The analysis of company-level financial indicators shows that PEs
 in francophone-Africa- have apparently improved in the mid-1980s, when compared with
private and multinational-firms". (Saulniers; 1990). -Some problems, however, have been
encountered in this experience. These problems include lack of political commitment at
various levels, faiture to. fulfil some preconditions for the success of contract plans, some
*exogenous factors related to the macroeconomic environment of these countries and lack of
.inadequacy of the government body to implement these systems (Saulniers, 1990, Trivedi,
1988). T R G

 Anglophone Africa

The available literature suggests that very few anglophone nations have designed and

irhplemented a performance evaluation system for their PEs. In Egypt, a financial

- performance indicator system, which identify and define performance of PEs, was developed

in 1985 as part of developmen_t of a financial information base for PEs (EL-Sherif, 1988). .
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- No detarls however are. avallable on how these performance mdlcators are used for. |
performance eva]uatron and momtormg ' : :

‘ In Ghana however a comprehenswe system of- performance eValuahon and
momtorrng was designed and implemented in 1982 (Shaikh, 1990). The government of
‘Ghana Hhas introduced a performance monitoring and evaluation system (PMES)'in 18 core
PEs as pait of the PE reform. project. The system was introduced with ‘the technical and
- financial assistance of the World Bank. The government body . responsible for the

E ~ implementation of the system is the State Enterprrses Commission (SEC). The components’

of PMES are typrcal to those of the Signalling System, itself being a version of the french

- system of coniracts. Performance contracts, are therefore, the key instrument of PMES.

Components and gmdelmes of PMES, accordmg to Shalkh 1990 are as follows

a _'Componems and gmdelmes

A Pea‘onnance Evaluanon System For selectmg mdrcators and specrfymg desn‘able '
. levels of performance the following guidelines were adopted in the deveiopment of .
the performance evaluat:on system: _ i

() the chosen mdlcators and targets must be farr to-- the country and to the
' management of PEs : S

| G chosen mdrcators must be srmple at least Imttaliy Net proﬁts and complet.lon _
’ of accounts are used as the main indicators, besrdes other secondary mdlcators )

- ‘(i) " chosen mdrcators must be conceptually correct and not duphcatwe -

B \"(iv) S the: chosen mdlcators and the annual targets must reﬂect the long—term goals Of'
T the: parttcular PE; and . -

R targets must be agreed upon by the 1mp1ement1ng autnonty SEC - and the -
DR '.",management of the mdrvrdual PE, preferably throllgh consensus generatron .

B Peiformance quonnatton system For accurately measurrng actual levels” of R

performance guidelines for the development of the system mclude

o '(i)' o the mformatron reqmrements of the SYStem -at least n the nntral p hases WIH "
e ﬁ__.;bekepttoammunum R '

- ';’(ii) : “the mformatron system should be prunarlly based upon publlshed accountmg"
data; ' : '

(i) the information system should be computerized to the extent possible.




" C The !nc,éntivé System-+. This links rewards with the deéree of fulﬁi{ﬁéﬁt;‘of‘agxreed.
-7 levels of performance, ‘The guidelines adopted in developing the incentive system in -
- Ghana were: S - S I

D : incmiﬁ,ve payments_ (bonu§gs) must be linked to performanée;, ‘

| (i) 'ixgcenﬁVe pay;iiéﬁis shquldbe sufﬁciently high ‘to'iﬁduce changes-m_managé;ﬁ¢nt-'
. behaviour;and- .. B . e

- (i) while monetary feWards remain the single most powerful incentive, other forms
- of incentives may be equally important. o I -

 The In;plement@:iéh _;I'r’roée.s:.s-' L
- The implementation of PMES has followed four main steps:

7 () updating of audited accounts and information;
) preparation of corporate plans and strategies; -
(D) - preparation of performance contracts; and - -
(17 I monitoring, evaluation and incentives. =

Achievements and Constraints

-7 The impact of PMES is positive and "there is strong possibility of sustainable
increases in efficiency in the future” (Shaikh; 1990). Nonetheless, there are three problems
confronting PMES that have to be resolved to ensure even better results. First, plurality of
principals. This is an important are: which requires additional effort to clarify the relativé

 Tole’of SEC, the sector ministries and the board of directors in the control structure of PEs, -

~*Second, an important precondition for the success of PMES is the creation of an institution

+ that can effectively implement the system. The SEC therefore, must be viewed as -

. independent, technically qualified and sufficiently influential. Third, coherence of reform

. measufes. 'Progress in other related areas should accomparny improving the ‘conirol striicture -

- of PEs. These include granting of greater .anOno;ny, correcting the pricing policies, allowing
more competition, improving . the _quality ‘of recruitment for managerial positions, and - -

“selective rehabilitation'.' )

Apart form the individual country experience in developing performance evaluation

. Systems- discussed above,. some’ efforts have been ‘made at the regional level. Also in -

November 1990 and October 1 991, the Economic: Commission for Africa (ECA) organized
- two policy workshops'to discuss ways and means for improving performance of African PEs
(ECA 1950, 1992).  Participants of the two workshops' have emphasized the need. for
‘performance evaluation criteria. Proposals of the two. workshops have stressed: that any
assessment of PE performance in Africa should be based on their multidimensional objectives.
The two workshiops have | T



U2

. -then‘identified a number of performance indicators for the African PEs. These were broadly
classified ~as financial indicators, efficiency indicators and effectiveness indicators.
Unfortunately, these guidelines stop short of identifying the institutional framework for
- implementing these indicators. The importance of these two. efforts, however, is that they
“highlighted the urgent need for designing and implementing a ‘comprehensive performance

evaluation and monitoring system in a serious attempt to tmprove the poor performance of

| . African PEs. In fact, these two preliniinary efforts have paved the way for the preparation
ofthisdocument.r o S N

‘‘‘‘‘‘‘‘‘

... Conclusions, Implications and Emerging Issues .

' This survey of the efforts, experiences and issues of PE performance cvaluétion S

systems in the world in general, and in Africa in particular, has useful implications for the

- design and implementation of an effective performance evaluation and monitoring system for
African PEs. First of all, it clearly shows that performange evaluation systems can be usefil -

if used as part of a contractual agregment between the government and PEs. This is because

the performance contract approach helps to resolve the problem of tight government control
which have a negative impact on performance of African PEs (Luke,; 1988). As Saulniers,

(1990) argues:  “"The francophone experience shows that contract plans provide a useful
counterpoint- to the often heavy-handed government interference in public enterprises,
Although their implementation still poses some problems, they help to clarify goals and may
lead to increased autonomy and greater efficiency in the use of a nation’s resources™.

- Second, almost all the African countries that have designed and implemented PE

performance evalpation systems are francophone and West African countries. . The obviotis
reason for.this is that about 80 per cent of the World Bank’s work on public enterprise reform
in West Africa were undertaken in Francophone countries.This . suggests . that African
. countries, which will use this set of performance indicators for PE performance evalyation

~ and improvement, will neéd- technical assistance from regional as well as international

‘organizations. - . N
- Third, on the basis of the

developed and developing countries, the following issues emerge:

) }T,‘réelcct'ién of the performance indicators ‘that take account oOf the multiple '.

objectives of PEs;

()  establishment of criteria for the selection of performance indicators such as -

‘simplicity, fairness and quantification; .

‘ (m) _ Création' of-an ‘insﬁtutional[legal'ffarﬁéﬁ}_ofl‘c”“to :faCi'li_tat,e"use'of ':’performah;ce"?'
.o+ indicators for performance evaluation and improvement purposes, such as MBO -

-+ + ‘or performance contracts; and

L (IV) ::.estabijshment’:(')f a focal point that ﬂSeS_’ 'pérformancc ihdicatofs- for performance -
- wiynoo evaluation . and: - endurance “of accountability of parties involved in ‘PE

management,

efforts and experien(;é':s:.éf PE performance evalvation in
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L IV GeneralFm an clal Péfforman(;é _Indic_atots

" The fdﬂoﬁviﬁg 25 général performance iiidicétbrs'.a.r_c]proposéd for evﬁluéting and

% monitoring PE financial performance at the micro-economic level, that is, the PE level. These '

- are ¢onsidered to be applicable to all sectors (see table A, appendix T). -

. These ratios can be ‘broadly‘c_ategoﬂzed_ into “(1) liquidity rétios,_ (2,).-16vcrage;r_ati0s,

) (3) ‘gic_tivilt_y'_fatip's,' {4) asset structure ratios, (5) profitability ratios and = (6) other
.combination ratios. - b RS L R e

" These are ratios used to measure an enterprise’s ability to Cover its current obligations

by funds raised from conversion of most liguid assets within a current period, or as it usually
referred to by "conversion of current assets”. They include current and quick ratios. '

(@) .7 Cufrent'raﬁo
o This is éémputed by: | |
C“ﬁent.AssetS/C“ﬁﬁnt_Liabﬂity- B
| andls exPressed“S‘mliYmcompaIaHVe 'raii;s '-of' 21 lor times. S
. Thisaio measure the eterprises ity et s curentobligatons, s short. |
- term commitments, out of its current assets which are the most liquid assets of the firm. If.

- the 1atio js less than one, ‘the. enterprise is generally considered to be.in an unfavourable..
position, If the ratio is more than.one it may be considered favourable. However, the most

-~ appropriate and ideal ratio. for. each entérprise: will have to be determined based on the:

. industry average, past trends and economic conditions. ‘Generally two might be considered
ideal. ' : : - SRR
(b) Quick ratio
.. '_ ’_rhjs' is computed by:
Quick Assets/Current Liability (or) | oo
Currcnt,.Asscts minus_Inven_toryICuzTent-Liability R
“and is expressed usually in comparative ratio of say 07:1or times. |
. This rafio measures the enterprise’s ability to meet its currént obllgatlons that istotal -

. short term obligations (same as above), but only out of what are called quick assets. Quick.

assets are current assets excluding inventory, or just cash, recéiVables, and marketable
‘securities (such as treasury bills) if any. It is important here that the quick assets identified
must be cash or convertible to cash quickly within -6 to 9 months otherwise the whole purpose

of siuch an index will be misrepresented and misleading. k



14 |
If the ratio is less than one, the eriterprise’s ﬁnaﬁc_ia.l pbsition is considered to be .
~ unfavourable. If the ratio is more than one it ‘may be considered favourable. But the
favourableness of such a ratio have to be-determined by comparison to industry average, past
. trends, and environmental conditions. : : S

' - -‘_‘;,_1_2. Leverage RﬂﬁDS - Co

_  These are ratios used to assess the extent of protection of creditors and the risk
“enterprise assumes in using alternative sources and types of financing in running its operations
~and acquiring different assets. They include total debt to total assets long'term debt to net

~work. Long term debt to paid in capital, current liabilities to total debt, cash flow to total

 debt, time interest earned, fixed charge and coverages.

@) Total debt to total assets .,
' This ;s_eémpm‘ed by

Total Liabi]ity’[Total Assets (or) |
Total Equity/Total Assets

and is exbressed_uéually in percentage.

. This indicates the percentage of assets financed by outside capital, that is, short term
and long term debt, showing the role of risk capital in the financing of the enterprise. The
larger the percentage, the higher is the risk of the debtors, as they will be less protected by
 equity capital. This or its variant total equity to total assets are usually referred to as measure -
of leverage. Leverage is a trade-off that is exhibited between use of debt and-equity in
financing assets. . Thus leverage ratio measures the extent of the enterprise’s total debt
- burden, and its ability to meet its short-term and long-term debt obligations from its earnings.
~ But the extent of trade-off the enterprise applies in its operation will depend on: the industry

it is in, and the conditions of the financial market:. - . R S

(). Long-term debt to net worth
 This is computed by: | o
" Long-term Liability/Net Worth
and 1s expressed in percen_t'a_gg.;_.rl_ |
. Th1$ is another _II'IQ.I_'Q strict mcashfe of 'prol_tection'-' .of. creditors in the _ldng-tefﬁi; -
Creditors will prefer a low debt to equity ratio since it implies protection of their position.

. The appropriate mix and balance of this ratio will vary from enterprise to enterprise, industry
to industry, and managerial attitude towards risk. - : S




B K and is expressed in percentage

oo
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(© _Lontherm debt to pa;id;up capltal . |
This is' computed by:

Long—term Lrabrhtyi Capttai

and is expressed in percentage

~ term needs. Ideally short-term credits should be used to finance current assets, arid long term . |

. This is a.lso measure of le\}erage in relatlon to equlty as measured by net assets (total

et assets minus _liaﬁi]itieS), this one measures lt in relation to: mltlal pald—up caprtal

(d) Current lrabllltles to total debt

Thrs is computed by

t o Current Llabthtleotal Debt (or)

Long—term DethTotal Debt )

and is expressed in percentage

This ratio tries to analyze out of the total debt what percentage represent short term

and what percentage long-term, and whether short-term credits are being used to financé long
credlts to ﬁnance long-term assets (ﬁxed assets)
(@ Cash flow to total debt
B This is computed by: |

Cash Flow mcomelTotal Debt

RS o

long-term)
(D) Tlmes mterest earned
Tlns is computed by o _
Earnmgs hefore mterest and taxes (Deblt)llnterest Expenses o

and is expressed as trmes

Thls ‘ratio reflects the enterprtse 8 ablhty to pay annual interest on its debt out of its. -
gs. Deﬁmtely credltors prefer hrgh ratio, and high ratio will indicate managemerlt- '

ST N

abrhty to trade on eqmty But a low ratio wﬂl show enterpnse s risk on tradmg on equity.

- This triés to compare net mcome on cash basts to total comrmtment (short-term and .
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(8)  Fixed charges cb_verdge o
' Thi_s is another variation of the abdve*Computed by: -

Income Available for mecting charges/Fixed Chhrﬁes‘ _ |

o

~and is expressed as times.

- This ratio is-a variant of the above (e) but inclades siot” only ‘_interéﬁfbut&_a_l.s_g) o
- instalment Ppayments to.be made,:to be compared to income that will be available for such -

" 3. Activity Ratios

~ These are ratios used to analyze the operational activity of an o;g?njz,aﬁon viSLafvis E
its sales volume, inventory (stock), credit terms, -and types and volume of assets used. They
. include inventory turnover, receivables turnover, #verage: collection period, net generating

margin, profit margin, return on total assets, return on equity, retarn on total assets with
social commitment or without any social commitment. S

(a) Tnventory turnover:. .

Cost of SélgslAvérag'c inventory (or)

Sales/Average Inventory :
and is expressed in times. | | | |
- This tries to measure the rapidity with whick iaventory is turned ovet through sales.

High turnover indicates quick moving inventory, and not much capital tied up in inventory.
Low turnover indicates slow moving inventory perhaps obsolete goods, tying up capital in
inventory. Possibly could also indicate poor. buying practice and pricing practices. . =
by Receivables tunover
' This is éomputed by:
© Credit Sales or Sales/Average
Accounts Receivables

‘and is expressed in times. -

. This measure tries to indicate the number of times receivables are tumed overina
year. 'High turnover indicates quick collection and or strict credi policy, while fow turnover
indigat' slo «collection and or.very liberal credit policy. T R




| (c) Avera'ge eollection..-ﬁeﬁod | |
This is computed by .
Accounts RecewableslAverage Credlt Sales per day
- andis expressed in number of days

*

This attempts to measure the penod w1thm wlnch accounts recelvables are collected
" to denote every how. many days accounts receivables are being collected ‘in a year.' Of
. course, further analysis must be made in the ltght of the blllmg terms to determme whether
- the receivables are bemg seitled promptly : _ '

d Overall asset tumover _

_ Thls 1s computed by'
Total Salesl'l‘otal Assets
and is expressed in times. -

This- measures the volume- of sales generated by. use of the total asset that is the
. capacity of the assets to- generate volume sales, High ratio indicates efficient utilisation of
~asset investment, and or effective marketmg and or magagement’ efforts ‘and favourable

business 'conditions. Low ratio normally would indicate meffectlve marketmg and/or
management efforts, and/or unfavourable busmess COIldlthllS :

(e) Fixed asset tumover

Th1s is computed by

" Total Sales/Total Fixed Assets
.and is .expressed in nmes )

Tlns ratio also measures the use of ﬁxed asset mvestment to: generate the volume of
‘ sales AS m # 12 the lugher the ratio the: more efﬁment use of ﬁxed asset S )

- Workmg capxtal (or current asset) turnover
This is computed by:

Total SalesICurrent Assets (or) _
Total Sales/Net Assets ok

and is expressed in tnnes
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Th1s ratio tries to indicate the capacity of workmg caprtal to generate the volume of

- sales A hlgh turnover evinces an efficient use of workmg caprtal

4, Asset Structare Ratlo

This ratio (%) attempt to screen the proﬁle of the enterpr:se by lookmg at the quantlty

‘ and quahty of assets held by. the enterpnse

 (a) Current assets to total assets and
leed assefs to total asset-

ThlS 1s computed by

Current Assetsl'rotal Assets (and)
leed AssetslTotal Assets

and'ﬁare expressed as percentages.

These ratios portray what percentage of total assets are mvested in current assets, and

what percentage in fixed assets and whether such a proﬁle reﬂects the nature of actmty the .
enterpnse 1s in.

| L) StOCk (iﬂventory) to current assets and
c - Debtors (recewables) to current assets

Tlns is, computed by

Stock (mventory)lCurrent Assets and :;7
Debtorleurrent Assets

and are. expressed as percentages

These measures at.tempt to scan the profile of current assets composrtlon and thus

"dlvert attentlon to the quality of current assets. ;. ... .. . -

5. Profitablhty Ranos |

' These measure the profit of enterprlse from various aspects that is, whether it is in

relation to. sales, costs asset used, and or capital invested, and financial costs mcurred and
 interest rates covered .

(a) Gross margin
Tlns is computed by

Sales less Cost of Goods SoldlSales

~ and is expresscd in perceatage
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Thrs isa ﬁrst measure of proﬁtabthty, that attempts to gauge success or faﬂure of -
- enterprises’ eammg On sales. - Assuming there is a "comscious acceptance of financial

profitability as a major objective of PEs" (UNECA/SAPAM 1992), profitability indicators

- are crucial in the performance evaluauon of African PEs.  The hrgher the percentage the

-~ better. But the appropriate margrn will depend on the enterpnse 3 actmty, the mdustry and
' the economrc opportunity.

(b) Net operatmg margm
- This is computed by 7
| Operatmg Inc'omelS'aLles

Operatmg mcome is determmed as sales Iess cost of goods soid and operating eﬁpenses, and
- is expressed in percentages ' Lo e e o .‘

_ This is- another measure of profitabrhty but computed on more strict - elements of |
mcomes and expenses.

'(ii) 'Proﬁt margm
 This is computed by
Net Income after Interests and TaxesfSales |
: and is expressed in percentages e
.~ This is another measure of proﬁtablhty computed by takmg mto consrderatxon all -
factors, that is, effectiveness of sales in producmg sales, net Operatmg margm, and effect of.
method of ﬁnancmg i :
| (e) ‘Return on totél.assets (R’or)
Thrs is also referred as- rate of retum or mvestment It is conrputed by
(e) th Income after Taxesl'l‘otal Assets

and is expressed m percentage

1 __;_"'reﬂects the rate of return on all assets ﬁnanced by debt and equ1ty

(f)t Return on equrty

Thrs is computed by :




_ _ ._ 20 R
. Net income afier Taxes/Equity (Net Assets) 7 ;

‘and is expressed i percenitage.

' This ratio attempts to measure return to the equity capital invested." Ideaﬂy-}he net ' L
income here should be the residual income available to the owners. Whether such return is -
‘acceptable or not depends the state of the capital market. R

~ . (8) Return on total assets with social commitmc;nt ‘or without so¢i31
' commitment - - e T TR

 This is computed by: o e

Un_adj_ustgql Accounting Profit/Total Assets (o)
- “Adjusted Accounting Profit/Adjusted Total Assets

tea.

“This i expressed in percentages.. .
' This ratio is a variation of return on total assets (ROY) ," but attempt to clear the net
- income of the PE from "social burden” over which theenterp_rise/managemeqt has nio control,
such as unnecessary labour (carrying disguised unemployment) or overhead expense enforced
upon the enterprise. _ : _ . o
© '6.  Other Ratios
_ ‘These are ratios that are used to analyze cdmbina_tion of factors, that is, pr_oﬁfabi],ity
‘and-asset use, or profitability and operational activity factors. They include earning capacity
and rate of favourable impact. ' : L

| @) Baming capacity .,
This is computed by .

' _ (Asset Turnover) times (Profit Margin) (or) ’
. Sales/Total Assets times Net Income/Sales -

These are expressed as percentages.

- This measure attempts o portr'ay an enterprise’s rate of profitability and the soundness™
of its financial position. “A healthy and sound business requires both sound financial position,
and good profitability rate.. The above formula tries t0. highlight the ‘relationship of these
factors. SR T T | o - o
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7 (®) Rate of favourable impact
‘This is compited by: |

o .

., Rate of Return of Total Assets without Social Commitment less Rate of
" Retum on Total Assets with Social Commitment .. .

This is expressed as percentage. -

This rafc is a variation of i‘_e_tiiin on total investments, but is designed to show impact
- of social policy. ' s : o S S o

V.  General Noﬁ-ﬁnancial Perform;iﬁ;:e; md‘icﬁfo.fsf‘”

B ~ This category of PE performance indicators will consist of non-financial indicators -
. which may be measured qualitatively or quantitatively. They are applicable to all PEs, that -

is, cutting across all industries. It is worth mentioning that it is very difficult at this point
‘to establish a yardstick (performance standards/norms) for this set of indicators against which

the performance of a particular PE can be judged as satisfactory or unsatisfactory. Such a_

 yardstick will depend very much on, among other factors, the industry.

@ Capacity Utilization Rate (%). This indicator is measured by dividing the
. actual production of goods/services by the techaical available production
| capacity. The higher the ratio the better. A distinction has 'to' be made
_ between theoretical and attained capacities. . AR

By “’Emp_l_ojeé Training. This indicator attempts to measure PE performance as

regards human resources development: This performance indicator can be
measured in terms of number of days/weeks training pér employee; and/or

A E Imounts spent on training per employee. More spending on employee training |

““and more training days per employee indicate better. human resources

..~ development policy and management’s commitment Yo advance ‘its most -

~valuable assets. Hence, an indication of good company performance in this
- aspect, ' |

.. © . Employee Job Satisfaction. This indicator- also attempts to measure PE
o -performance on (emloyee motivation human resources development). It is -
... measured through the rate of turnover and absenteeism. Generally speaking, -

. lower turnover and absentecism rates suggests higher employee job satisfaction
. and vice versa. - . B |

d)  Quality of."Ser@icéfiiroduct. This indicator endeavdurs 10 méaé_ure,PE’s o
;. . commitment to producing/rendering top quality products/services. It is
.. measurable through consumers’ satisfaction. High consumers’ satisfaction

o " indicate top quality products/services -and vice versa,
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"R& D This indicator measures PE’s efforts towards mdlgemzatron of their
products/services and innovation. . . Three- measures are -used-.for this: .

substitution . of imports, use ‘of - Iocal production inputs and product

- diversification. In addition, the percentage of budget allocated to R'& D and
- the quality and quantity of manpower in R & D could also be good indicators.
‘A substantial percentage of company budget allocated to R & D expenditure
“and existence of a high cahbre and number of R & D manpower can be
_mterpreted as a satisfactory. company performance in this aspect ' '

' Completlon of Audited Accounts on Time. Tlns is used as mdrcator of an
. enterprise’s ability to use financial performance indicators.and extent of

" “effectiveness of MIS. This indicator i is measurable by the time Iag betweén
- the date of actual production of audited accounts and the date the audited

accounts are supposed to be produced. - The choice of this performance

" indicator is attributable to the fact that financial statements (i.e. income
. statement and balance sheet) are much in arrears in most of the African PEs.
o Generally Speakmg, the shorter the trme lag the better and vice versa.

_Formulatlon and Implementatlon of . Corporate Plans Tlns mdlcator'

attempts to. motlvate PE management to maintain strafegic. corporate planning

_ systems, which are lacking in most African PEs. Formulation and
' rmplementatron of these corporate plans will be used to measure this indicator. = .
- This measure involves a lot of subjective evaluation technique. But, the extent

of existence of corporate planning and its actuation of plans could be measured

in terms of the importance given to such activity by management, organization

and Jocation of the planning ‘unit, the. ‘quality and quantit of manpower in it,

o “‘and budget allocated thereto. - Preparation and effective implementation of
corporate (strategic) plans can be interpreted as a good performance in tlns key

s - success factor The reverse holds true.

Use of Management Informatzon and Internal Control Systems This
" indicator is used to measure the PE management’s ability and commitment to
o desrgn and 1mplement modern management techniques. .Lack or inadequate  °
.. MISisone of the greatest drawbacks in most of the African PEs. Design and

‘ 1mplementatron of these MIS or otherwise, will be - used :to measure this

" indicator.  This can be measured in terms of division of function and

responsibility, physrcal protection of property, flow and documentation of
information for deciston ‘making and avallablhty of policies and procedures - .

" mantals. Ioglcally therefore, companies - mamtammg and using effective .
,management information and internal control systems in decision making and

~“control should be ranked as performing well in this aspect. Lack of or poor

. management mformatlon and internal control systems or non-use of existing

MIS can be interpreted as poor performance in tlns key success factor

’”Puhhc Pollcy Impact Tlns mdlcator is - desrgned to measure the PE

B performance in aclnevmg public policy objectives such as contribution to social
- services (health ~and education)  and creation of jOb Opportunities
_ (employment), envrronmental conservatlon and consumers subsxdrzatlon A
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- modest percentage of budget expend1ture on such publlc pollcy ObjeCtIVCS
should be: interpreted as good performance on "PE: socio-political objectives.
A higher percentage of budget expenditure on these public policy objectives,

~however, can indicate or imply poor PE financial performance. Experience’

has shown that it is always difficult to reconcile social and polltlcal objectives
of PEs with those which are commercial :(Musa, 1991). © For instance,
- consumers’ subsidization, oftenly through charging prices lower than the cost
- of production, could result in huge financial losses. The main emphasis now
is to improve the financial performance of PEs, while pursuing social
objectives only as secondary ones. In fact, with the present public finance '
“confronting many African countnes PES cannot pr0v1de soc1al services unless . |
they are financially successful : - |

- VL Industry spec1fic Performance Indlcators
A sét of industry-specific (sector-wise) performance mdlcators are llsted in Appendlx'

2. The following list of performance indicators, however, have: been selected to evaluate
- performance of the African PEs along the ¢riteria dlscussed earlier. ~ However, these -

.indicators are classified: accordmg to the sector of the economy in which PEs are found. =

Thus, there are indicators for PEs in manufacturmg agrlculture transport and pubhc utilities
(water electricity, post and telecommumcatlons) S . :

_a). - _Mar_mfacturiﬁ Industry o |
1. Labour Productivity (%) = . Gross Value Added (GVA)

- Expenditure on Wages and Salaries

(N.B. B, GVA is measured in the same way as in the mdlcator of PE contnbuﬂon to
_natlonal income . : :

2. Capltal Productwlty (%) = - L GVA = _
. = Net Fixéd_AsSets B

3. Total Factor Productivity(TFP)(%) = __ GVA
Lo : - Sum of Wages and Salanes

4. ,.Mark_et_'Share-(%) = L Togg_ 1Company-Saies R
SR . - Total Consumption. of Product/Service

5. Capacity Utilization (%) = ~ Actual production
. Lo - Available capacity

b)_ ‘ Agzlculmral Indust_ry g

1L Phys1cal Productmty (ton/feddan (acre) = Physical Quant.igg‘ of Crop
. . - Total Cultivated Area- (feddan/acre)
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2. Area Utilization (%) = - . CultivatedArea(feddan/acre)
R Cultrvated Area(feddan/acre)

~: 3. Labour Productivity per Employee = Total production

~ Number ofEmp_loyees |

4. Number of Employee per area.

¢ . Transport Industry. -

B~

Ra11 Transport '

Track renewal: *this performance can be measured in terms of miles
Locomotive utilization: unit-of measurement is nules per day
Freight traffic: ‘measured in metric tons S

i Passenger traffic: . measured in terms of passengers

Air. Transgort '

ks

Avaﬂable seat kilometres (ASK): aircraft kilometres ﬂewn on -each jnter-airport
- multrphed by the number of seats available on that hop for revenue passenger use.

Frexght tonne—kxlometres (FTK) aircraft kllometres ﬂown multrplled by. the number_
 of tonnes carrled on that hop

Revenue passenger kllometres (RPK): this is computed by a summatlon of the

_ products of the revenue alrcraft kilometres flown on each inter-airport hop multiplied -
by the number of revenue passengers camed on that hop

- Commen to both Air and Rall Transp_ort

1. . On time a_r_rrval/departure.

- 1.~ Number of beneﬁcmry consumers served;

2. Consumption per beneficiary consumer in terms of the respective service, e. g .
_ cubic metres of water, kilowatt of electricity, etc.
3. Interruption or deldy rate. The more frequent the 1nte1rupt:10n or the longer :

the delay, the less satlsfactory is the service prov1ded by the pubhc lltlllty
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: 19‘3(}), it is essential to design some performance indicators that measure their sectoral/ L
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Macro—economc Performance Indleators '

Because PEs dommate the economies of most African countnes (Luke 1988 Kmfu

. Overall performance from a:macro-economic perspective. This in turn will help the African
~governments to take the necessary corrective ‘measures to reform their economies. The

ﬂ@wewwr

)

- followmg macroecononnc indicators are selected for the Afncan PEs:

contribution to national income (GDP) (m ﬁnancral terms),
- contribution to nnport—substrtuuon (%), h ‘
contribution to employment %y, = "
contribution to state. budget (treasury) (m financial terms),
subsidies paid by the state budget (ireasury) to PEs, (m fmanelal terms), o
contribution to the national debt burden (%), B _
export performance :

‘ Contnbntron to Natlonal Income (GDP) in ﬁnanclal terme

| - We can measure the contnbutton of PEs to commumty wealth by measunng the value-
added by its activities to national income in money ‘terms-and at market prices. The gross '

value added (GVA)for a period: of enterpnse operatmn is grven by the formula

,f-:;},.e P

GVA = 0 R
Where GVA = gross value added .
. O = the value of output at market prices ‘during, the perlod . )
R = the cost at market prices of all ‘materials and services used during the

M

. period to obtam the output O and purchased from outs:de the enterpnse |

Contnbutlon to Import substltutlon (%)

=1t‘te1 roductio‘ of Bs in a sector 1n' 'h Sical/nonet

Total consumptton (of a product/semce) in the country for the same period

.c)

Col_ltnbutmn to Employment (%)

= Total n - emplovee in a particul PE sector of econom '

Vo total employees in the economy (or a sector)

_Conmbutrdn to the state budget Thls can be measured in (ﬁnanclal) terms of the
s .contrlbutlon PEs make to pubhc finance’ out of ‘théir proﬁts g I

Subsidies pald by the treasury: This can be measured m ﬁuancral terms in the form

-~ of sub31d1es allocated i in the state budget to PEs.

Contnbutlon to mﬂauon Although it is_'posfsible to _di_sentanigfle”ht—he' eleru_ent" of

. inflation atmbutab_le to PE




B

inéfﬁciency, (Sée Arcirio, 1988), in pracﬁcéi_l' terins, hoﬁever, it is difficult to assess
~ the precise extent of inflation that can be attributed to one PE or group of PEs,

- 8) - Contribution to the national debt burden (%): This indicator can be measured by

relating the portion of accumulated debt allocated to PEs to establish therm and/or for

-+ - purchase of production inputs to the total national debt burden-in a particular country.
k) Export performaance: This performance indicator can be measured either in physical |
terms, that is, metric tons or products. exported per year or in financial terms, that

 is, foreign exchange earnings per year,. . e | |

VI Justification for Choice and Limitations
 Justification for choice '

- The criteria used for 'Sélecting’ the sh'oirt'dl_isted indi‘cators have been explained at the -
" beginning in the methodology. In the appendix are provided a very wide range of

‘and exhaustive. However, what is important is not the number of measurcs but rather the
quality of indicators and what they can measure. .- A :

- It is believed what is important is the soundness of the criteria ilsedfdr:séleétiﬁg
indicators, and the extent the indices match with objectives. The criteria that has been

* identified, could provide a: good base for a start. It is possible to revise these criteria in time.
:The indices. selected ‘attempt to cover different levels of responsibility, and represent

‘quantitative and qualitative measures, macro and microeconomic aspects, financial and non- - -

financial. This initiative represents only first step towards identifying performarice evaluation
indicators in PE in Africa, er research is necessary for refinement and synthesis,
| ‘The appropriateness and viability of these indicators have to be proved in future. by
 further research. Hence, their usefulness and applicability. of these indices must first be tested
in actual practice (by field research) in selected PEs in Africa. These indicators mostly rely
on ratios. It must be realised that ratios are only tools of ‘analysis useful for establishing
- important relationship between significant elements .of information data, be it-financial or
otherwise, overtime.~ The analysis of this relationship will shed light on enterprise and or
management performance or capability for performance. . Thus the "rightness" of these ratios
depends on the coherence of the rc_lationship:eicmept they entail. BT

~ The outcome or results of these measures will depend on the accuracy of the data-
used. If the data base (financial information or other data) is unreliable then the computed
amount. o result of the dicator ‘will be inaccurate and analysis and interpretation will be
distorted or misrepresented. Thus, establishing good accounting data or MIS becomes. a
" necessary condition. As indicated earlier results of performance evaluation measures
- especially those based on ratios are just numbers and by themselves cannot give conclusive
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”-'__i‘l_ldgéi‘:ln_ent's' ‘without companson v&iﬂl'isbme kmd of référencq- or ‘hérm_"-Asagainsta'-.w‘hi(:'ﬁ“--f'to
contrast. Thus standards, or norms, or industry averages must be established. These norms
will require observations or experience accumulation in form of data to establish norms for ’

~“‘comparisop.

- There is need to designate an existing international institution, such as the International -
_Centre on Public Enterprises (ICPE) to develop, data for developing: norms on public
enterprise performance indicators by compiling ratios of public enterprises in developiiig
~countries in different sectors, just like the numercus ratios that are prepared by Dun- &
 Bradstreet Inc. for 72 lines of private business representing different sectors...

_ . Where there is varying and inconsistent accounting policies; procedures and practiees,
‘and in‘absence of harmonised accounting guidelines, use of financial performance indicators
in Aftican. PEs will be meaningless and misleading. Therefore, there is need for developing

accounting policy guidelines for accumulating usefal financial information, and improving -

financidl reporting standards in African PEs. Overall, there would alsoe need for more
competent personnel ‘and information systems. . Thus_absence of good financial reporting
standards and good information system.can become a big drawback to ‘utilising appropriate
financial performance indicators in African PEs. ST R

) Extreme caution is necessary in interpretation of -ratios, especially in developing
countries, where the experience in application of such ‘indices is' new. = Resuits must be .
analyzed in light of managerial, social, economic.and political conditions, to isolate cause and
effect, and institute appropriate: remedial measures. The financial ratios are subject to
conventional financial statement data. Conventional financial statements have inherent
limitations by thetnselves as they fail to consider elements of social cost and human resource-

- assets in the accounting norms. Financial. information to:be-used for PE performance

_ evaluation must consider this, a B

IX. ' Implementation Strategies . .
| - Performance evala‘atibn of PEs.in deVelpping countries in. general, and in Africain
particular; is not a miechanical process. Design of sound performance indicators for African
. PEs does not necessarily guarantee - their implementation for performance evaluation and
’improvement; Some. steps, therefore, should be taken-foliQWing this first phase of the
- project. , L SR : K S

| . First and foremost, the review of experiences, efforts and issues of PE performance

. evaluation in Africa indicate that the indigenous capacity have not been utilized or-involved

- in'the design dnd inmipleméntation of performance evaluation systems and criteria in the PE*

sector: The few African countries that have established performance evaluation systems have ©

~'made extensive use of foreign expertise. “As a result no local capacity has been; built in this
figld, o o oae (18 8 S R TaohES DU I this

R _’Sét‘féﬁd,-, thé'i;ef is _anjiii"gent' need to test thesé'péffbrﬂxanCe-;ihdicators in some: selected
- African PEs in the second phase of the project. Among other objectives, this test will ensure

 their applicability and practicality, or otherwise, within the Africa context.  As this is the first
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~_attempt on identification of PE performance indicators, feac_:g:ion’s and comments should be
obtained to furtherrt?f_ine_them., T o Conataw Lo

 Third, these performarice criteria cannoi be usefui for PE perfdrménce_ evaluation and _

- improvement unless they are compared with enterprise and industry standards (averages or
norms) at the country and Pan African levels. o L

- To overcome these difficulties, a top priority should be given to establishing a focal
point at the Pan African level in the Second phase of the project. - SAPAM/PHSD, which:
- have done tremendous work on African PE performancé evalyation and improvement, can’
form the nucleus of ‘this focal point. For this reason, SAPAM/PHSD is encouraged to -
~establish this focal point in collaboration with the academic community and relevant
government bodies in Africa. This will contribute significantly to capacity building in this~
crucial area. - LT e

; This focal pomt should ‘be fbﬁned atthevery beginning of -ftheﬁ sécond.phasg of the -
project. -‘The proposed focal point will assume the following functions: - e

PERRIE .development and'aécumulaﬁbn of industry norms (standards) 6,ver- time to identify -
- ‘trends; . A o

R ﬂéﬁnjﬁon and interptetation of the industry norms;
“ e -t definition and operationalization of performance criteria;
o test of performance criteria and niorms in some selected African PEs

- gissemination of information on performance criteria and standards through -
periodical publications; : : : S

- provision of technical _'assi_stanc_:_e to African countries whxch express interest in- -
+ implementation of thesc_i pérformance indicators and standards; and

+ st -development of modérn managgﬁlent_igformaﬁon 'and control teg:i_xsjiques. This -
¢ 17 is a prerequisite for the effective implementation of these performance criteria and

' X.  Conclusions and Recor_lime_ndaﬁons ‘foi- prrthei' Action,.

- PEs-dominated the African economies for a long time. Their long record of poor - -
- performance ‘is partly responsible for the economic. malaise in some African countries.
Reform of African PEs; therefoie, is crucial for the reform of national economies. By the -
- beginning of the 1980; a iumbér of African countries have shown willingness to introduce =
reforms including privatization. PEs, however, will continue to exist in one form or another.

In view of the economic crises and inability to subsidize or privatize all PEs, ‘African PEs

have:to improve their pérformance.”

ot
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Tlns pubhcatlon responds to the need to nnprove performance of Afncan PEs, It
~ attempts to identify tools that could be used to analyze and diagnose better the performance

of African PEs to take the appropriate remedial measures. ‘As a result in the foregoing, a

~ tremendous work has been done on the development of performance criteria, and the
_ accumulatlon of annotated blbhography on PE performance evaluauon and cntena

"This, however is the only startmg step in the process The mdlcators w1ll be reﬁnded
as expenence is gamed in thelr Implementauon SR : _ .
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 assot Structure Analysis

£L1 general Flpancisl Indicators
, .

Liguidity xatios. -~ | . ' ; i
1.1 current ratie. Current Assets /Corrent Liabilities
S1.2 Qulck ratio. ) ' :

Quick Assets/Curpent Liabllities . (times)
Leverage ratios o
2.1 Total Debt/Total Assats : . (parcentage}

o

Total Eguity/Total Assets . :
2.2 Long term Debt/Net Assets o
2.3 .Long term Dabt/Fald-up capital . Lo
2.4 current Liability/Total Assets o

or - : :
. : Long texn Debt/Total Debt . . b
2,5 - gash flow Income/Total Debt . »
2.6 CToveraga : : : . ’

2.6.1 Times interest .
EBarnings hefoga.ig%grest and _taxes (EBTIT) . feimes)
Tntarost EXpensas . .
2.6.2 Fixed charges

Ingone ‘availabla for.meating gharges {tines)
Fixed Arges - : .

Activity hatios i ' . o -
3.1 ‘Ipventory Turnovex : - )
- cost of Saleds/Av. Inventory - (times)

or :

4 Salar/Av. Inventory
Receivablas (Debtors) Turnover

)

3.2 .
Oredit Sales ox Sales/AvV.’ AoCH. Receivables

3.3 Average collection pariod : o {days)
Aecounts Receivables/Avexrage credit sales pér day

3.4 Aspet Turnover :

' 3.4.1 . Total Assets Turnover : (times)
Sales/Total Assets

3.4.2 Fixed Assets Turnover (times)

. sales/Fixed Aspets - . .
3.4.2 Working Capital oxr Neb current Assets Turnover
' . Sales/Current Assets -

- Current Aséets/wotal Aspats . ’ (per¢ﬁntage)

4.

4.2 rixed. Assets/Total Asdaets :

4.3 Stock (Inventory) Current Assets . "
4-4

. Dabtors (Receivables) Current Assets "

Profitability ratios

5.1 - Gross Margin .

. sales less cost of goods

. zold/sales ' {percentaga)
.2 Nat Operating Margin . -

Operating Income/Sales .
operating. incoms deterpined as | (percentage)
Sales less cost of goods sold :

lese operating income

5.3 Profit Margin

Het Income (a.t.l)/Sales L
5.4 . Return on Total Assets (ROL) :
Net Tncone (a.t.)/Total Assets . -
5.8 Return on Egquity . .
o Net Incoma (a.t.)/egqulty (Net Asseis) .=
5.6 Raturn on Total Asszets . .
with social commitmant versus .
without zoclal commitment . . L w
- - Unag@justed Accounting Profit/Total Ansots

or . N
- Adjusted Accounting Profit/Adiusted Total Assets

‘Baxning Capacity i o {percentaga)

(Ascet Turnover) times (Profit Marginy
Salec/Total Assets X Net Incone/Sales

' Rate of Faﬁburabla Inpact : (percentags)

Rate of Raturn on Total Assets. without social
Conpitnent-Rate of Return on Potal Assets
with Social Commitment . .

(times)}

Appendlx A

" {times)

(times)
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Powell’s | -

General ‘Financial, Performance Indlces

Appendizx B

Financlal BRatlos to aszist in assessing enterprise effectivenass:

1. . surplus valus added/
Capital Employed

Indices €or serles of cohsacutive periodﬂ to be
devalopad foxr the following index measures:

1. Enterpris=e Proﬁitabllity (Before tax)
2. Capital Productivit

3. Laboup Productivity

4. Matarial Yield

S, Financial ‘Llguidity

6. Finanocial Stability -

7 .Growth in trend of eurFent comts:

Indices could he classified into:=

Ganeral perfornanae indicesn

‘Management performance indlces
Flnanecial performance indlees
“Investment performance indices

Cost breakdown (input coefficianta)
Physldal parformance (i.a, regource use)

Ganeral perfornancé 1ndlcas=

3 Nat . Surplus (pxafit) b/t and
. - Int/ to ‘capital employed. %

2. : Current retained earninge/ .
het worth and 'or accumulated
Burplus/Nét worth %

3. sales/Capital enployad . timas

4- C Surplus domastic value . %

added b/t to sales

Hanaga-ent pexfornanca indices: T

1. 0perating surplus (pzoflt)/
. oparatinq Assets %
2. - Added value/cperatinq Asgets %
3. =sa1es/0perating Assatn T times
4. Cogt of males/Stocks . times
368 /8tock Turnover {3) days
B, Crose added valua/Fixed assets
Salesjrixad assets times
6. dross added value/No.
of employcas,‘ : O 1
. ‘Sales/No. employaes - -timas
7. Surplus (hft)/No. Employeea 3
8. Sales less materials used;
: and ‘gxlariag S
9. outstanding Ordexs/ .
- Average weekly sales - T He. waeks
10. Sales/Sq. meter of all sSpacs &
1. (Profit/sales {Bales/rsseta)

Indicen of finaneiul pazzornance

1. 'Sales/Wcrkinq capital '  ‘tines

Z. . Stocks/Working capital tines
3. . Trade debtors/Av. Daily Sales day= -
. - Sales/Av. Trada Debtore times
: . . .365/Dektora Turnover . days
4. - Current assets/ : :
| current llapllity ratio
5. Liquid assets/current liah. ratio
6. "Long—tcrm Lean/Pald-up
: capltal reémervas and -
. : long—term ;- Lo . ratio
7. ; Fixed assets/Total . -
capital emploved . ’ %
. Sales/Total capltal
T employad - - kines
9. Surplue b/t/Sales %
10. Gross Profit/Sales . ¥

.Investnent Performance

1. Pined Interest capital/

S capital smploved

‘2. ordinary . (nornal) Operating :
Earnings (nat) . . times

Measure of raturn on capltal ' el

Finanuial_géaring_i

2. Gross value added/ L, Heasure of productivity on Capital

s 7 Capltal Employedd

3, Gross valua addad/ Measure of productivity of “laboir
. Payroll avsts

4. © Gross value added/Sales Indication of contribution to value addad .

B, ) Current Assets/Cur. -Liab. Meagure of financial stahility to \ meet - finandial
- connitnente L :

6. Liguid Assets[current Liab, .- Measyre of financial stnbility

7. L 'Currant fiales ani. of base year A sales ‘Trideax

s

Profitability - gross return on capital-'”amployed

Earnings of Entevpriza left tn Governnent
Turnover of capital - .

>Net=prof1t margin

cuide. to managaxial Performance in uéing assets
available to menagement e
Added value per § of operating assete’

Assat: turnover-indicating asset utilizmtion

Stock: turnover. nigh rate guards against obsolescence
Days of stock .

utllizcticns of. assets

" L]

xndicates whethax capital intensive

Indicatcs productivity (sales per emplcyea)
Profit per employee

Valua addad per § 1 of total wages and salaries paid

Ordar back log pér plant capacity :
Qver /under housed sales per sg. meter
Eaxning powar or Rate of Ratutn on Assats (ROA)

Efficiency‘bf capital use over trading -or pooxr use of

Vulnerability to trade fluctuations and cash shortages
Collection period

BEfficlency of receivahla movement and capital tied up
Callection period

Liquidity maasure, abcva 2 satisfactnrf U .
Sufficiency- of raash | 6 pay creditore, abova 1
satisfactory :

© Extent of dependency on boxrowed meney (geaxing)
Proportion of total empluyed finance in fixeq assets

Genaration of business

Iz males made worth the affort . B

. Adaquac of profit to eover expanses othar than
product on cost o ot T

Times dividénd covered Close 2 is goad +to Gres#
Dlvidaends (Residual suxplns) .
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4.

Nat Surplus a/t/Nat Worth
v .

or Frofit/Equity ., L% " -Earnings power. Rate_pf"ﬁétuin

{Profit/salas) Salas/ﬂssefs)‘(Aﬁsets/ﬂquity)“(Erofit/assets)
. T o® managers concern with profitahil;ty and investment

Indax of cost breakdown. (Input COsfficiant)-i

x. ‘Materiale and Parts/Sales + change in stock. Ratio cont breakdown
2. Labour/Sales + change in Stock. . ) L

3. Froduction Overhead/Sales + changes in stock

4. - R &'D Overhead/Sales -+ changes in Stock .

B. Selling Ovarhead/Sales + changes in Stock

General Adm. Overhead/Sales + change in stock

Fhysical ?nmforn;uce indices

C ks

Plant Utilization i Data on - Plant Breakdown . ~ Mashine down time~
. Asvallable tine = output .
2. " Material losses in production Loss in process. sorap, and regect quality -
3. Lahour productivity -Direct and Indirect labour hours workad, related output, lost

. time, employee turnover by depte or fuhotion

Puns Analysis on Key Busipé#s Ratios ih over 80D Linesz of Business .

Lvenc . t ' Efficiency
Quick ratio (times) y . Coll. pericod (Days)
Current ration (times) L Sales to inv. (ﬁgmes)
Current Liab./NW (%) E Assetsy to Sales (%)
Current Liah./Inv. {%) Sales to NWC (times)
" Total Liab,/BW (%) . - Acct. Pay, to Sales (%) .-
- Fixed Atsaats /N (%)

‘Profitability . o C
Return on Sales (%) S :

Return on Assets %)
Return on NW (%)
Depreclation, Amottlzat&on,

Exp. /Heat Sales ) L Relates expenses to Papletion oapltal .or. labour intenesive
- , ) industry . - . ’ o ’
Officers Compensations/Sales - % Relates management remuneratlon to operation

Ratlos umed in World Bank Boport ....
May 31/1984 Study on Ethiopian Hanufacturing
. Public_xnte:pr;ggs: - . T

i. Profit/sales (%) . -

2. Return on total Assets (2}

2. Debt/Equlty ratio . S

4. HNet Worth/Total Nat Assets ratio

Finfu’s Study:

1.  Net Worth to Total Assets ratio
2. BDebt to Wet Worth ratios . . :
3. Current assat to current liabiiity ratio
4.. Salaes to total assets (times). e
- 5. Sales ko Inventory {(timee) .. B =
6. Net Working capital to Totdl Assets ratio’
. 7- Debt to Total Assats (%)

Dun Bradetrest s 14 Important ratios

1. current agkst to current liability (ratioc)-

2. HNet Piofits on Net Sales (%)

3. Net Profits on tangibla Net Worth (%)
. %.  Net Proflts on nat working capital (%)

5. HNet Sales to Tangible Net Worth (times)

6. Mot Sales to Nat Working capital (times)
7. Collestion pekicd {daym}

8. Net Sales to Inventery (times). .. . -
9. Fixed Asgets to PTangible Net Worth (&) . b Rt
10. Current Debt to.Tangible ‘Net Worth (%}
" 11. Total Debt to Tangible Nat Worth- (%) -

© 12. Inventory to Net Working Capital (%)

3. Current Daht to Inventory (%) .. . B -
.14, Fun Aebts to, net working capital (%)

Indices used in the Indi&n Expegienea

Net working capital to total assets -
‘Retaifdd sarning to total assets

Earninge hefore interest and taxes . :
"Market value of eguity to totsl assets
Total dabt to total assste. B
Cash flew to fotal debt . e

Fund fles alyalis :

ERRETERE

_Beaver’m ratios used in tewting business failures in US companies
~ cash flow to total debt :

nat incona to total asset :

net working capital to total assets

current asdets to current liabilities

ne. ~ credit intervails -

Quiak assets - current 11§b411tias/0paréﬁinq eipenses

W -

on Investment (ROT)
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EeyIndicators of Pe:.rfw. fice Evaluation
. . South Korea _ o

’ Appendix B
Page 3

----- = SUbSECLOTSmmaneus

Manufacturing Banking _
(welght in %) (welght_rn %)

{a).
1.

TS

13.
14,
15.
-16.
17.
- 18,

gsessirarir_
Public profltahllrty

- Total deposits/No. .of employees

Intermediate costs/Sales
Ratio-of doubtful loans

- Labour cost/Sales
-Equity/Deposits -
. No. of injured people/

One million tons of coal

‘Administrative costs/Earnings -
_Total energy produced/Coal produced

Operating profits/Operating capltal

" Total coal mined/Total reserves

No. of consolidated companies -

under administration
Administrative costs/Sales -

total amount of loans commltted
Inventory/Sales

R&D expendlturesjhdmxnrstratlve costs
R&D Expenditure/Sales

Equity + Fixed lrabrlltles/Frxed assets-

suptotal (70} (70)
alitative |

Lonq-term corporate plannlng :

-RED

HIS and 1nterna1 control
Servrces:qualrty

Subtotal

GRAND TOTAL'

20 -
. 10
- 10 =

T
0 W0
- ' 10
_5. :
5 -
- 10 ¥
5" -

.

5 -

- 0

2. -
2 s
{70} {70}

10 3.

10 6

0 15

= . _6

(30} - (30)
200y (100}

Sources:  "Performance Evaluatron Reports of GIEs for the Operatlonal results of 1983 * Seoul, June,' '

1984,

' E“Performance Evaluatlon Reports of GIEs for the Operatronal results of 1984," Seoul June, 

1985,
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_ économic efficiency

. Labour Productivity (%),

. Capital:Productivity (%)..

. Capacity Utilization (%). . -

Total Factor Productivity (TFP) (%) _ ST
- Domestic Resources Cost (DRC) (%) = :DF, ,where '

domestic resource costs coefficient of j manufactm-iﬂg activity

' value of domestic réis_ource's'- dir‘ejcﬂy- and indirectly empldyed in the firodﬁctibn

of; output and its non-traded Ainputs, measured in domestic currency at

net foreign k=:x'c_h;zu1ig,e'benef“ilf.'E The DRC measures the actual costs to a coﬁntry

.~ of producing the output rather than importing it.- When' DRC> 1, it is more
- . profitable to import, if DRC< 1, it is more profitable to produce domestically, -
and a value of DRC=1 implies indifference. |

L
.
3.
4.
5.
6.

- Atea under cultivation &
-~ Cane crushing per day in tons -

~ Initial Investment as % of total production cost.
- Equipment cost as % of initial investment cost-
- Equipment cost as % of production cost * ..

Yield in quantity per unit of land

. Productivity

- Numbefof employees

1

‘Man-year in production @
Production in tons (quantity)
Production Tons/man-years
Revenue (Sales) growth GO B
Cost breakdown: - Cost of Sales/Net. Operating Sales =~ S
Operating. Expenses/Net Operating Sales o '
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Il Agricultural Industry

1. Physical P‘roductmty (tonlfeddan (acre) - ‘ SR
~ 2: DRC(%) = measured in the same way as in the manufacturmg mdustry See '
" . (D) above
- Area utilization (%) o
-Number of employees perarea .~
: Labour productivity per employee

e

L ot

. track renewal- .

.. locomotive utihzation

;. freight traffic -

. passenger trafﬁe S EH s

. labour productivity: 'I'his mdlcator can be measured in terms of u'affic units
B S . per employee p

Mﬁng”

Aix Transport
1. Available Seat Kilometres (ASK)
2. Freight-tonne-kilometres (FTK) .-
3. 'Rev'enue Passenger Kilometres (RPK)
mmon ir Tr.
- on time arrival and departure
IV. * Public Utiliti

1. _Cz_ipacity' Utilization (%)

Avaﬂable capaelty (water electr1c1ty, etc) -

2. _"Number of beneﬁcxary consumers (persons)

3. Consumptlon per beneﬁcmry consumer in terms of the respect:ve servu:e e. g cubtc 7
- metres of water kllowatt of electm:lty ‘ :
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o performance of African PEs in terms of contribution to GDP
- -and profitability. “He admits insufficiency of these criteria for
sy performance evaluation purposes and emphasizes the need for
* - development and implementation of an adequate performance




- 19 Kumar Swfes_h,

“22. MihyoO, P,

23. Musa, E.A.,

Annotated Blbhography (cont da.;...) -

' "Pubhc Enterpnse Pohcy and Reform Measures: The Indian

Experience”, Bunm_mmns_ Quarterly Journal, Vol. I, No.
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A system for Evaluatmg the Performance of Govemment— :
.- Invested Enterprises in the Repubhc of Korea, World Bank

Discussion Paper No. 3, The World Bank Wasinngton D C.,
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. - quantitative mdlcators profitability accounts for 20% weight as

26 . Powell, Victor, . - |
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-performance mdlcators are lmked to 2 system of 1 mcenuves for - -

managers

Improvmg Pubhc Enterpnse Performance Concepts and

- - Techniques, Management Development Senes No. 22 L0, _
. Geneva, 1987. . :

Discusses appralsal mechamsms for PE expounds commercr.al
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' The Nature of Pubhc Enterprtse Croom Helm Ltd London
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- including many African countries. - The author warns against
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: _.ratios and mdlcators of mdustnal smkness '

.+ 29.. Robert Morris, - 1989 Annual - Statement _Stud_les, Robert, Morris Associates,
S . Philadelphia, Pa; Contains comparative historical data and other
* sources of composite financial data. Also includes descriptive .
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Discusses the need to develop methodology for 1dent1fymg
. effects of interference, which cannot be quantified and made an
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Performance Evaluatton of PEs in LDCs ICPE Ljuﬁljana .

- -Vol. 8, No.'1, 1988, pp. 64-70. ’
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) Exammmg balance sheet structure through ratio analysis using
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"Evaluatton of , the Performance of the Yugosiav Public
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. Evaluation of PEs in LDCs, ICPE, Ljubljana, Vol. 8, No. 1,
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Econonuc Comnnssron for Africa, Puhhc Admrmstratzon

- Human Resources and Social Development Division: : Tmproving

the Performance of Public Enterprise: ‘Management in Africa:

Lessons from County Experiences, Senior Policy Workshop, :

14-17, October, 1991, Dakar, Seaegal published by ECA
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"Performance Indicators and Measurement in Nation'alized
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" *Sick " Industrial Companies Legislation-Remedy or the
 Palliative”, The Chartered Accountants, Journal of the Institute -
~ of Chartered Accountants of India, October 1986, pp. 289-292.
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‘ensure detection of industrial sickness and take preventive
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