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Introduction and Background

i. The persistent fellure of the African region te achiesve the tergets set for the
first two United Nations Develepment Decades has glven risa. to the urgent nesd for

" peorienting e@@ﬁ@mﬂ@ enﬂ sm@inl development nali@iosa gtrntggi@g and programmes for
the 1980, ' .

ii. In response to the sbove need,.the veglonh .put Torwerd the objeectives that should
form the baele for the new internaticnal development strategy end the prioritiss for
the Third United Mations Development Decade. The objectives include: (a) the
satablishment of self-sustaining interrelly loceted processes of development and
growkths (b) subregional and regional collective self-rasliance: (e} development of
human resources to ensure thelr greater partisipation in the development processe

and (d) accelarstion of the industrialization process on the Contiment in the context
of the secial and a@@n@mﬂc environment of. @a@h @@umtryn

#i. In regerd to dndustrislizstien the r@gi@n 8 pri@rﬁti@a for the Third United
Matione Development Decade cell for “the establishment of a sound industrisl bese
with special omphasis en the develepment of the reguisits nationsl industrisl and
technological polisies, @apabilities end instituticnal infrestructurs, ae well as
- iﬁtraqﬁfri@an co=np@rati@n ‘in order to p@mmit the industrial takc«@#? of Rfricawu a/

" dv, Africa’s dlp@ﬁdln@e Bh ths outeids warld for iﬂdustrial %inaﬂ@ing intermediate
end capitel goods snd industrial technology is almost total. Intre-Africsn trada,
including trade in industrisl products, hes remasined at a dismslly low level, hencs
the eontalnued dependence on the highly cempstitive and protected export markets
for reaw materisls, manufactures and semi-menufectures cutside tha E@gi@ﬁu Atrioa
remaans largely dependent on Toreign managem@ﬁt and tl@hﬂi@@l services for the
industrial secter.

Yo This state of effalre ies clearly & reflection ef the inadequscies and deficlencies
of pest industrial strategiee and policies of the Africen countries individuelly and
of the African region oollectively, The continuatien of sueh etrategies and

policies (&) has resultsd in the region’s slow prozress towsrds the achievemsnt of

the t@?g@tsu particularly the guantitative targets of the Lime Decleration: (b) will
ra@ult in incieased African dependence on the outside world and: (e} will not lead

to self-reliant and self-sustaininy industrial development, The recognition of

those focts has helped te set in motion the rather intensive efforts, in recent yesrs,
to reckient industrial d@welﬁgm@nt strat@wina aﬁd p@li@ils in Africa.

vi, The geries "o m@etinwa and corferences- h@l@ at the: r@gi@ﬂ@l a@d iﬁt@rﬂati@nal
levels in recent years have helped to consplidste and elarify the objectives,
policies erd strategiss in this regard. A major step at the reglonsl level has been
. the African Rezional Symposium on Industrisl Policies and Strategise for Internally
Self-susteining Development and Diverelfication and Collestive Self-relisncs held
in September 1879, This followed the fiohrovia Stretegy which hed provided the ever-
ell political commitment @F African E@W@rﬁm@ﬂts t@%@?ﬁ T@@Eﬂ@ﬂtﬂﬁg the develepment
policles and strategies @# th@ r@gionu.ivw s et

8/ ECA/Res.332(XIV)/Annex A, Poas -

&
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vii.. In the light of the regien’s pest experience, the Regional éyﬁﬁ@sﬁ@%"f@@@mméﬁded
that- ipdustrial policies and strategiss should be rearispted to echieve numerous "
_EFja@t&waswh.The=¥@11@wiﬁg cen.bs identified as the core objectives:

(a} economic independsnce and self-reliant end self-sustaining
industrial developments :

' “fb) mesting the bosic needa of the mese of the populstions
{c) -increased empleyment and pf@ﬂuetiviﬁyé

(d) - -acquisitisn_ and development of techrolopicsl capabllities consilstent
with the region’s industrdal davslopment sspirations:’ R

8} . megting thae-targets. of the Lime Declsrstien .for the regiom.,

[ B T B AN v d ey o oae

viid, The stretegies and policies that need to- be reordented to meet the -above core
objectives end desociated goals are meny and diverse. At the risk of eversimplifying
Cthe dfFiculty ihvolved in différentisting strategies from-policies, one may venture
again to identify the core strategies centeined in the recommandetions of the Regisnal
Symposium as fellows: - - ... .. . _

C b <. Y

T T e _= W e " . Crey .- .
{a) -instituting.collesctive self-reliance and devgloplng. _ .

-individyal and collective capsbilities; . R
b} sankrol over patimel sesourees; T

(e) control ever technological sctivities:

1), ~crenking a Visbis bargalning position for the rbgish’s interationel .
" soconemic relgtions.. e N T T

S . Y

: 4%,  The -peliey.dnstruments, by mesns of which the stated objectives eré to be |
realised and the strategiles put. into sction, recommgnded by the Symposium can be -
grouped as those: - . ... .. .. ey . T N
"la) relating industrislization cbjectives to the utilization of human,
natural, agricultural resources (8.%. the development of industrial
. ond related manpowers the domestic proceseing of natural resouUrces;
. aopélersted and integreted rural development)s

tf'tbj ﬂ%@iﬁ%ﬁhg iﬂduatri@iiiaﬁipn*ﬁﬁ;fi@éﬁcingp technology and entrepreneursiio
(@0, establishment of basic 'and capitel goods industiries: acquisition’
®nd, selection of foreign technolegy and upgreding and development of . -

indigenoue technologys the promotion of emsll- and" medium-scala

industries® greater mobilization of nationsl and régional industrial -

finamcisl resources)s ' : o IR L

{e) relating industrialization to infrastructure and to industrial
eo~operation (.. the development of sngineering and menagement
consulting organizations; fovernment policy eupport for indigenous
entreprensure in finance, marketing, treining and the creation of
physical infrestructurs: esteblishment of AMICs}.
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%, The ¥ifth Conference of African Ministers of Industry which met in October 1878
endorsed the rscommendsticns of the Symposium. The Conference, among other things.
$urther reguestsd the ECA, OAU, UMIDO to take follew-up ection is formulating conecrets
measures end projects to assist membsr States in their individual end collestive
implementation of the policies and strategise agreed upen at the Symposium.

xi. The purpose of this repert ils toc make & partisl eontribution te the Ffermulatieon
of sach measurss. The role of industrial enterpricss (indigsnous privete and
co-operative, state, joint ventures] in the attainment of the objective af internally
solf-sustaining and self-relisnt industrisl devslopment is the specific subject of
this study. As stated in the terms of reference ths ebjective of the study is

(1) to identify the most criticsl factors and legistice affecting the operations of
indigenous private, co-operative and state enterprises as well s forelgn investors
end joint ventursss (i1) to propose recommendstions ss to how sach entreprensurial
group could seolve its short-term problems as well as develop ite problem solving
capabilities to centribute to induetrial development in the long-rum.

%id. In order to do this it is obvisusly necessery toc dissuess and assess the frame=
work in which the different sntreprensurial groups operate snd function. A consider-
able pertien of this report thus concerns itssl? with the diecuseion of the existing
institutional/organizationsl fremework and the mansgement set up and pragtices a9
wall as the government policy support affeeting the operation of industriel enter-
prises, Furthermore, although & more exhsustive discussion of all enterprise Eroups
would have been desipable, much of the discussion concentrates on state industrial
enterprises, partly due to time constrasints, but mainly because of the very
importent role played by the state industrisl secter in present-day Ethiopis.
Foreign investment and joint ventures play e 1=es significant role and they are,
therefore, discussed more in conjunction with intra-Africen co-operetien.

w14, The discuseion and conclusions centeined in the repert are an eutcome of the
report writer's dssk ressarch end personal experiesnce es well as the result of
discussion and interviews held with a cross-section of people responsible for
industrial mansgement and supervision in Ethiopia. Howsver, the opinicns and
views expressed and sny ommissions or commiseions therein are entirely those af
the consultant.

xdv. Biven the preceding peints, how do industrisl enterprises function end peTForm
and what ere the critiecsl factors relsted to the orgenizationsl, menagement and
government poliey issues The first three sections ottempt to answer these end
ralated guestieons. In line with the emphaeis given to state industrisl enterprises,
the indigenesus private and co-operstive sectors ars briefly diseussed at the end

of esch ssction within the context of the subject matter being considered. Altheugh
the fourth ssction iz en attempt st surmerizing the brosd conclusions and the mors
specific proposale and recommendations of the report, meny of the detailed
eonclusions and proposals are discussed within each section. The FLfEh and final
section deals with views on intre-African co-operstien end proposals im the spproach
to the initisl creetion of %ﬁri@an multinational industrial enterprises.

L]




I. The inatituti@nal ?ram@wark

1, The etate secter is @vurwhalmiﬁ@iy geminant in m@nuﬁacturinﬁ industryn Bver

80 pesr cent of Ethiopla’e manufacturing sutnut is sccounted for by state-ownad
industriel enterprises. Apart from the central planning authority snd the Ministry
of Industry, which are the main central governmani-level controlline and supervisery
bodies, enterprises hsve baen srouped undsr 14 corporations which control and co-
ordinate the asctivities of enterprises operating in & subsector.l/ The corporatiens
are organized along the - -fallowing subsectors: foed, beverages, textiles, metalworks, .
buillding materials, chemicals, textilss printing, lesther and shoss, tohac@ga fibre, .
meat end sugar. At the Ministry lswvel thers are four msjor departments to contrel,
co-ordinate and ‘nrovide support to corporstions. These are the Finanee, Menpawsr
(including labsur relations), Projects. Planning and Poliey, end Corporstions Co-
ordination ang Contrel (Operstions) depertments. .

2. The Operation Depertment, the dspartment most directly invelved in co-

ordinating snd controlling the performence and function of industrie -nt@rpris@s
carrist out its functlon through systems for inventory sentrol, plant m@inten@ncop;
production contrel, marksting and distribution, snd finally cest contrel. A

statistics unit iz alse stteched to the depertment to colleste dets aveilable fvom ]
operationsl reporte for use by industrial prejest planners end policy d@@is on-makers..

K With & few exceptions, all the induetrisl corporations are organized aleng the
same lines with the following Functions being carried out by corporation departments.
Finance, Administration., Operations (ir many both teshnicel gervieas and production.
planning end control are within this departmsnt, m others the Ttwo unitg are s@pafat@
departments), Projects and Planning and Commercisl. ‘

4., The enterprisse Epl@ﬁt@ﬂ have . finance, admindstratior, production contrel and
maintenance la@ti@ﬁ@ and in some coees, & separste quality control section. .

5. The private sector*s role in the m@nu?a@tufiﬁg smctor has been w&ah@n@d bath .-
through nationalization end peliey restrictions that 1imit its participatien im Rew
venturss to designated flslde of industrial activity. Currently the privats sector
is limited to =imple processing of agricultural and forest products (grein mills,
bakeries, emell edible oil mills, wood precessing end Furniturs) enw r@lntivaly ' .
emell workshops which®: "manufasture® ?abricatgd matal @Eﬂduatg [@xcluding m@@hin@ry
and eguipment).

8. A lurvgy .recantly gar@i@d out has identified & number of sm@l%/scal@ industrial
projects beth in thl cnginn@rﬂng and the non-enginsering branches.< The Hendlcrafte
end Smalqu@ale Induatries Uevelopment, -‘Agency (HASIDA) togsther with the bankiﬁg
ingtitutiens. has started to pr@mata gome oF them to- th@ priwatl s8otor.

1/ Mindstry of Industry, A Review of Industrial Develo
8 peper propar@d %@r the R@pional Symposium on Industrial P@liu

pment Policies in Ethiopia,
ies, Saptember 1879

2/ Summary Table of Smell-Scsle Industry Projscte. studied by the Iﬂd@=Ethi@@ilﬂ'h
Export Team. .
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7. The handicrafte and cottags industry subssctor, which had been nezlected in
the past and which ie still largely unorssnized is currently being ziven close
sttention. Government pelicy support has been strenrly shnunciasted snd & determined
effort ls being made toward the crestion of producsss cooperatives in the varied
activitiea charocteristic ef the subssctor. :

8. HASIDA is the agency responsible Ffar the promoticn of small-seale industriss and
hendicratts. HASIDA is charged with slaborating sppropriate policiss, supervision of
policy implementation, sssisting in the identification of improvable handicrefts snd
potentisl small-scale industries studying end preparing projeets in the subsactor,
providing assistance in production, merketing end tralning te hendicrafts end emsll-
gsesls industriss, licensing smalléﬁcale industries end sarrying out ressarch and
surveys concerning the subsecter.~

8. Still within the industrial szetor, the Mational Productivity Centre (NPC})

under the Ministry of Industry ie the institution respensible for industrisl training
and management consultsncy. Although it currently concentrates en industriasl training
for the state enterprises, the Cantre plane to extend its treining sctivities to *
handierafts and emall-ecale industries, particularly eooperstives: It &lso plans to
allocate more time and menpower to its menagement consultancy responsibilitiss by.
shitting more of the tralning functions to the corporatiens and HASIDA for which it
would “train the trainers”. WNPC°s trainine sctivites cover msnagement training,
vocational training and in-plant or on-the-job training.

10. The brief desscriptior given above is indicstive of the institutional factors ..
which prescribe the role of indigsncus private (or cooperative) and state enterprises
within the country’s preovailing socio-economic system. The dominence of the state
sector hee hed a lot of impact on the way oxistins industrial enterprises operate

or are expected to cperate. The emphaesis being surrently siven to the ersation and
development of producers’ cooperatives is sxpected to furthsr snhance the esatral
authorities’ capabilities to dirsct and guide the operetion of future cooperative
industrial enterprises. : : o )

11. Foreizn inveetment end joint wentures =tiil need a wmuch clesrer poliey: no Relw.
industriael projecte of any. aignificance heve been developsd wsing this means since
1874 and &hQSé that exist at pressht are @ carryover from.the past kept for-seversl
economic &nd technological reasors. Existing economic poliey has demarceted & limited
rangs of industrial sctivities as suitable for joint ventures betwesn ths state and
foreign investors - mainly advenced technology and cepital-intensive activitiss such

a8 large-scale mining and hydrocarbon exploretion and exploitation and mediun-scale
industries in other gseetions such as agro-industriec. &7 In thie respgct. it would ;
eppear important that existing policy would have to clesrly spell out -the artsngements fer ¢
for the creation of joint ventures in order toc meaningfully contyibute to the objsctive
of intre-Africen industrial co-cperstion in the framework of the recommendstions of
the Regional Symposium and the Conference of African Ministers of Industry. ”

37 PMAC, Handicrafts aﬁd.SWEII“SééI@:EndUQt?i@S @@u@lcpﬁ@wt Agency Est@bifshm@ntw
Proclamation, Negerit Gazets, 3Eth yesr, Mo, 124/1977 August 1977, .

4/ PHMAC Decleretion on Economic Policy of Socislist Ethiople, Addis Absba,
February 1975.

o
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mgg@nizati@ﬂal set Up

12, Eontmary to coartein IU@Q.Eiﬁi@ﬂ%oS/ the experience sc far suggests that the
orgenizationsl stoucture-of the indostrisl sesctor in Ethiopla has hed lot of effect

on the performence and functioning of induatrialnantgrpﬁisssa Wheraas state snter-

prises ares not something new in Ethiepis. becauss thare were fully ownsd state ‘"
industrial companiss before the revrlution, their maﬂag@mant and supervision wes

largely left to besrds compossd of membsrs mainly ‘drswn from parestatal @rg@niz@ti@nsg
particulerly finsncial and banking institutions. Their operations, both thelr. plana ‘
and expected results, wera net esven incl@d@ﬁ iﬁ tﬁa n@tidhal plan er budgetu The amphasia
then was finsncial visbility. . o

13. With the advent ot the Ethioplan Rewuluﬁi@n and the radi@al policy measures
taken, principally nationalization, th@y haye to be mansged quite differsntly frem
the past for two important reesons. Firstlyp thé’ und-riyinp principle of the
Reveluticn that the common good- takes pr@ceﬁinn- aver ipdividugl gein radically
changad -the’ outleck - m@inly on the @u@sti@ﬂ ‘Bf wh@ they ware pr@du@ing for.. Fhis, in
ne uncertein .terms, iﬁtr@duaad the ‘conespt of 5@@i01 @bje@tiw@aa in industriel
pr@ducti@m maﬂ@g@mgnt, & clnca@t f@f@ly a@@mmm@dat@d in the past.

14, S@@@ﬂdlyp h@w@vaf small this may oppear by other stendards. the reletively

large number of enterprisss end production units brought under state control, in

the face of rather ilimited menageriel capabllities, reguired sems sort of grouping
amenable to centrsl diregetion and control.  So, the: firet reaction was to put all
nationalized industrial, ‘agricultural and commereial Iﬂt@?pril@l under one umbrella-
the creatien, in. @arly 1875, of the new Ministry of Mational Resources Development with
ite departments For industry& distribution -and stataaf@rmﬁp ARORE @th@rs was t@ sE8TVa
this purposs. K Ve

15. The ergenizaticn @F th@ industrial sg@tor haa @a@n aubatnntially @hang@d sinea
then. A lot of rsstructuring .enc rﬁti@nalizati@n has gene into the creastion of the
present state sectar indu@trial @Eganizati@nn First, the distribution ectivities of
the Ministry of Nlti@nal H@Bnurcca D@M@lopm@nt was: taken over by the -Ministry of
Commeres and Industrys Suha@quanulya &, separate Mini@try af Industry. was created
and took over the rasp@naibility of runni@g not- only the netionalized snterprises
but elee of all ether @tat@ induetrial activities.

18. Corporetions wers then @reat@d unﬁ@r the new Ministry of Industry to oversee

the opsrations of Tfully state-owned groups of enterprisss with relatsd sstivities.

These wepe legally incerporsted with an initial capital besed on the estimated

valus of the fixed assete of the individual enterprises under esch corperation. In
some ceses corporations wers established for & number of plants with single produet
lines, such ss the Salt Worke Corporation, or hased on, if one may put it =0, a

single generic neme encompesseing different type of the éeme product such ss tho Seap
Corperetion. Thase have now been integrated inte & new Chemicals Corporstior. Although

thers would still be & nesd for further ratlonslizeatien, as will be discussed lster, the

present orgenizationel structure appesrs toc have stebilized and the authoritiss do not
expect to introduce any major innévations in the Immesdiate future.

5/ “There i@ Re reason o suap@a@ a@me direct ceusation running frem the ergeniza-
tionsl atiributes of @ public enterprise sector to its performance, guoted from United
Netions, fieasure for Improving Performence of Public Enterprise in Developing Countriss
Mew York. 1873 (p. 11).
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17. For the purpesee of this sectior of the report it is preferred te use the imdustrial
cerporetions as the centrepiecs for the discussions for two ressons. Firstly, as the
corporetions are positioned botwsen the Ministry end the plants, .they have an cpportunity
to look et both sides of the problem, nomely the Ministry on one side and the plants which
they cpntrel am the other. Sscahdiy“the-p@g@ar@t;@ng'are trying to evelve from being simple
channele of control information Foi-the Ministry (which was the case initially) intoc
becoming menegement development centras. At prssent, meny_ of them ere rot only exert-

ing serioyps effort to sggregste and disagrragete as well as to review the plans and
control the oparetion of individusl enterprisees But &re also starting te eonsciously

look imto linkases. both within snd outsidé their subsector, end inte pew. project
development. .These efforts are directly linked to the development of entropreneurial
capabilitiss, a critical facter in attaining the objeetive of self-susteining and
salf-relisnt industrial development. What sre the constraints and critieal facters
imposed by the presefit organizationsl etructure? L ',_: .. Cretem

P N B . L
Lo Y

18, In 8 centrally direcied system. such as the one Socislist Ethiopie is trying-to
introducs. ons of the factors that iz always raised ies ths guestion of manageiment. . . .
sutonomy or epersting sutherity. From the corporations view point, this would, have, to
bs appreised from the control, support and/or interfersnce gensrsted by the supervie-
ing suthority er suthorities on the one hand, and the contrel snd/cr interference, the
sorporations themselves exercise snd the support they provide to production uhits on
the other. . :

Operatine authority -
18, Current prectice in the industrial secter orgsnization suggests that the
e@rporidtion managers have limitsd sutonomy in the recruitment and employment of
plant. managers,8/ end key staff of the corporationss althouph they can submit a

list of up to 3 namos for plant mencogers, the final sslection 1o mede by &

committee of which they sre not members. The introdustien of new produstion or

process techniques or bottlensck removing eguipment that imply the experditure

of additional funde for cepital purchsses or mey adversely, even if 1t is only in

the short-run, sffect worker benefits heve to have the prior spproval of ths supsrvia-
ing authority. ° Corporation management has to have prior ministerial approval to b
borrow additional funds other than those budgsted at the berinning of every year

for normal production expenditure. No replscement or negw investment of any kind

can bs caerried ocut by corporstiens without the prier ﬁlaarﬁngg and approval of the
supervising authroities (centrsl planning end the Ministrvl.~ In many cases even after
both types of sxpenditure havs been epproved withim the plan or budget, the corporations
have to submit additional justification to. the supervising authority before drawing en -
funds. .

20. Outside these and other formalized estewories of direct control, the super-
vising authority- herdly interferes in the day-to-day operastlons of the corporstions.
On eccassion the eupervising autheritisz bypass corporatisns end desl directly with
plant; in some cases such actions have given rise to frictions betwsen the eprperation
and the supsrvising suthorities. | T

B/ -~ this report ths worde enterprise, fectory and plant are interchangeably used.

7/ "Supervising suthorities” includes both the Ministry and others most eften the
central plsnning suthority. *Supervising suthority” denotes the Ministry of Indusry
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21, Organizationally, individual enterprises under & corperation sre more or
lese a replica of thzir corporations with still diminished operating authority

ae far as the aress described above ars concerned. Other smployees aré ra@ruitod
in collaboration with the. trade urion of the enterprise in occordence with the
rules and procedures laid down in the labeur law. Finsncizl operations bevond
certain cellings have to be carried out through the eornoration. Capitsl and
investment expenditurss at ehterpriss lsvel ars much mors closely reviewsd by
corporatione sines the latter are clossr to the operating units then the Ministry,
but they alse understend their probleme better. Apart from thase, there is little
tormal interference in the administrative mattera of ths @n+ar@risan

22, Informel interference from political and mass organizati@na in the operatien

of enterpriess have been freguent and significent in the sarlier ysars of the
revolution but seem to have been minimized now. Nen-production related sssignments

et operatives by mass organizations continue to pose a preblem ... In some' cases a
congiderable numbsr of working days ars loet through such sssignments. Such 1nformal
interfersnce is more frequent with smaller enterprises than larssr ones; informsl
interference 15 sleo wore freguent at small territorisl levels msther than at @ontral
or reglonal levels.

23, Current aaa@gaem@nt at corporation level of the affects of the @TgaﬁizatiOﬁal
agt up indi@atoa that the formal relztionships between ths supervising autherities
and the @@r@.f@timnﬁ function with 1ittle difficulty except in the case of cspital
budgeting end expenditure. This ares has affected the operations of enterprises
to-the extent that delayed budpstary declsieons always mean higher costs and-less
efficient producticn ragimes.. The mora impartant sspect of the. problem is not so .
much the procedursl formalities per se, which should be taken as & given part of the
centralplanning exercise, ae the time lag invelved between initiation erd decision.
-It is realised that the sbsence of .longer term plans is partly rssponsible for this,

thus offerineg 1ittls poseibility for corpeorations or snterprises as well as supervising

authorities to work within & framework of determinzd ssctor and subsector mrisrilles.

28, There is likely to be 1sss ?1@xibility in financial r@saurc@ utilizatimn 8t
corporation level, with +inancial control becoming more @lntralizgd and surpluses

of sach enterprise being peid into the centrsl tressury of the Government ang cepital
@x@@ﬂditure budgets of state enterprises being allscated on =n annual ba@isf=

25. - In other respects constraints srisine from.the orrandzationel structure are
viewed within their proper perspective with sufficisnt latitude for managemsnt
autonomy under prevalling clrcumatsnces. In many inatances, there 18 sufTicient
room for inmovative actieon withsut infringing upon rulss-by whilch the sector 1s
expected to be savernsd. Thid is oftdr the casze where the branch at corporstion
lgvel is well-aestzblished and where management hae the ocpperturity to leok beyeond
the day-to-day operation of industrial plsnts under his supervision. Some corpors-
tions, for example, have been able to budpet for a research fund to a@velnp aﬁd
introduce new @r@ﬁugt lines within th@ @xisting pr@codural %ramew@rko

8/ It was not infrequent during tha'ear1y=r@w@1uti@ﬁ veare that workers took
over the manegement of certain enterprises often dismissing menagement staff.

8/ Sews, PMAC, A Proclamstion to Provide For the Repulation and Coordination of
Byblic Finencial Operations, 183/1879, June 1979,
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28, ley-nd their contrel ?uwetieneg many corporationes have started to centralizse
certain functichns that ars comman te the individusl enterprises under theilr
supervision. These functions mainly include purchases of raw materials, imported
inputs, import of spare parts for machinery and esguipment, provision of -technieal
gerviees end, in a faw cases, sales and dietribution of Tinal or intemmediete
Products . ‘

27. Centralized pureheeee of raw maZerisls end inpute is undertaken by many
gorporations at prasent. These have resulted in the elimination of inter-orgenizationel
conflicte at enterprise level, quick Persizn exchangs allocetione, reduced uncertainty
in target-settin@, reduced costs, improved inventorv centrol and bestter standard and
quality control. Out of the nine corporetions interviewsd, seven carry out this
function and the performance of thaeir enterprises ig merkcely better than thoss whe
heve to do thedr own p?@eurementu .

28. The eorporations whieh heve not centralized purchaesine services fase a variety

of constreints. In some of the cases, the raw meteriasls required sennet be standardized
as a result of diverse technologies employed in the processing or manufacture ef final
products. In others, weak organizational structurss on the part of supplies and

poor co-ordinstion at esctorsl levels {(e.g. betwsen primery forest product suppliers

and weedwerke plants) end een?lietiﬁg=merketing interests prevent such esntralization.

29, Centralized purchase of spare psrts le also being practised by many corporations.
In ons case, the corporation hee put up an organizetion in the Furopzen market im

order to desl directly with suppliers. Although this move has broken the slese relstion-
ship between the suppliers and the former owner-menapers, who also ected as purchesing
agents for the company, the set up operates with no mejor difficulties. The corperation
helgevee that this office can be extended to service other sectors at grest advantage.

30. In the iight of the scute shortere of technical and engineering manpower, the
provision of tethniscal services has bsen recognized as a critical fsctor. So many
crporations ere, thersfore. pooling rescurces to provide moré effsctive service to
enterprises prinecipally by setting up a teechhical services department er sectien.

Fany of the enterprises have small workahops te carry out mihor regsir and meintenanos.
In many cases when mejor maintenace, replacemsnt or expension ie envieaged by oRe
entsrories, -euteide help was required even if there were gualified technicel people
within the subsector but in:ether enterprises. Setting up such & technical unit with
a core cf technical peopls at- corporaticn - level haes enabled corporation menaszement

to better programme and implement major meintenance work, to mebilize manpower-

from the different enterprises to solve a speci¥ic technical problem and to- ef%ieiontly
utilize eeere- manpower capabllities thet would heve not been fully utilized at plant

level.

31. Some enterprises, becsuse of tha nature or size of their operation maintein &
relatively stronz technicel service. It was cbserved thet the mere important metel
works entsrprissz have a pood maintenance set up, while the suger estates and
plantations, bocause of the size of the operation and nature of the work, run &
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gelf-sufficiency progremme for sach productien unit. IR some ceses, because af .

spare parts supply problems and rising costs, preduetion of same spare parts and
components tekes place at enterprise level, Akeski Textilee Faectory has & smell

foundry from which the plant was reportedly able te produce sheut 30 per cent of
itd:spere parts requiremsnts in 1878/1878. In the case of the Sugar Corporation,

the snglneering group at corporation level concentrates mere on establishing a pre-
ventive maintenance system snd follewing up mejor expansion or new projects development.

32. In regard to salss and distributien, a few of the corporations meintain sales

end distribution outlets to retail stage controlled at corperation lsvel {mstal
products, shoes,  suger}. while some maintein distribution functicns up to retail
stagese, at enterprise levsl :(bsverages, weod products, some bullding materisls,
enterprises) end in others the corporations function only ss wholesalsre distributing
from centrel depots (food, flour and eil), shemiecals (scep and seglt), or supply
ax-Ffactory to state-owned distribution sorporations (metal toels, furniture, textilss).
Where the corporstions er enterprises are invelved in sales and distribution, the seme
corporetions do provids operational- suppert serviges in terms of storege, transport
and other related  infrestructyre as well as merket reseairch snd feedbeck: whers =
state distribution.cbrporations or: reteil storee. take over the, distribution function,
conflicts of interest have arisen as to product lines choseh and ‘bales performsnce
bec&use of: sbssnce of market research snd f-gdb@@k on, tha part of the distributers.
This*will bedizcussed in greater d@tail sater. wh@ﬂ W@ @@nsider smme @f th@ m@jow e
c@nétraihts under @f@ﬂuhtinw and m@rk@tingn ) . v

33, “At ﬁhc sup@r@isin@ @uth@rity lavel major op@rational sugp@rt is @r@vidod thr@ugh
the Cosporations Coordinastien and E@ntr@l Department {otherwise kiown @8 Operations
Department) of the Ministry & Industfyn The d@p@rtm@ﬁt ‘has expert groups that deal
with the Pollowing brosd categories of subsectors: (&) food and beversges, *including
tobeeces; (b) chemiesls, lsather and shoes and printings (6) textiles and fibres, &nd

fd) metals, bullding materials and wood products. Each group of experts follows up

,@f@@urem@nt end imventory contrel systems,--plant meintenance programmes, production
" performance {production flow, product mix, capacity utilization and efficisncy

rating), sales performance antd coet contrel. Mueh -of the @mpnrtisn found 1n the
departmerit is in finance and manegement so there is admittedly a limited capsbility
either to control or support corporations aend enterprises in the techmical field.

A proposal to set up a teshnicel division is under study to sliminate this weakness.
The teshnical division would sppear not to duplicate funeticns af the technical
sections or units at corporation level since it is proposed to concentrate mMOTS 6N
(a) the clese follow up of so-called “sick” industries, (b} the assursnce that
effective linkapes are estesblished between and emong subsectors, {ec) support to
wesk sectors, (d) resserch on and improvement of production proessses. Over and
above this, the creation of the division is sxpected to enhence, in this respect,
the cepabilities of the supervising suthority (1) to revisw productien pregrammes
and control results with grester confidence; (2) to provide support to corporations
and enterprises with a fuller knowledge of what is reslly required. It has bsen
observed, sz will be discussed later, that the supervising authorities are considersbly
dependent on whaet the corporstiocne end enterprises submit in the above two sreas.

34, &s noted earlier, thers is no intenticn on the part of the supervising authorities
to intreoduce any mejor changes in the present organizstional structure or the

crestion of new institutions. One exception may be ths proposed establishmsnt of

an industrial projects office or organization under the Ministry of Industry., an

ides that is currently being enterteined snd & point we will discuss in grester detail
undar another section of the report. On the other hand, some steps at retioralizing
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the strueturs internally are bound tc be teken within the immediate future. These
would look am the pregent functiongl grouping of enterprises.

35. There are a ?aw 8reas that.admittaﬂly need immediate ‘sttention. Althoush in

terms of priority they mey not appear on top of the Iist, integreting some ectivities
{such a2 the one proposed +for tww stoal nipe. @r@du@ti@n enterprises under ¢he metals
subsector) and - transferring some .activities,from one corporation to another (such as
activitiee of & chemicel neture now under the Buildine Materiale E@r@or@tﬂon or Foed
Corporation), would appesr to be consonant with the @bj@@tivo of elimineting westeln
in the use of human, matsrisal and finesncial resources as well ss ths dynamics of an

expending state industrial sector. .In some cases, this move is likely to be reslsted
by the receiving party . due’ m&inly to csome operational or administrative problems, but

it 1s considsred that these must havs to be suh@rdinated t@ the broader obje@ti@@g of
national @rg@nizati@n and- development.

88. On the sther handg 1t would met be wise to consider the merger of the mest . -
“industries and sugar refineries with the Foed Cowrperstion, although at its face velus
this may appeer to be & logical step., The diversity of objectives of these erganiza~
tione as thesy sre set up now would only strsin the cepabilitles of the prospective
management without schieving .eny real integratien in funstion. The Foed Corporetion
concantrastes meinly on the preduction end supply of processed food items slrsady:
under scute shortsge:; the Msat Corporation is principelly an outward looking expert
promoting set up which may eventually need to develop 1ts own beackward and ferwsrd
linked integrstion:; the sugar industry, relatively well-established beth as regerds
operationz end systems, is mainly concernsd with keeping supply shesd of & rapidly

increesing demsnd through larper-scale expension end new (rather complicated) projects.

Under the circumstances, merging the thres would only have cosmatic ef?@cts and
would als@ T@S@lt in c-ﬂgiderabla menagemant pr@blamso o2

E@n@ludi@ﬁa

37. A United Nations study mn the porforman@e of publi@ ent@rprisel in d@@@lnpiﬂl
countries lists a number of advantames and disadventeges of such two-tisred structures—
observed from the experience of other countries. For tha benefit of resders, it is
ettempted to summerize the points below. On the positive sids tw@=tier@d @tru&tur@s

- = gould help insulate th @p@rating enterprise frﬂm the waplfios of
politicel pressures:.

- snhencs the pmssibilitieﬁ of inter-enterprise @@@p@?@ti@ﬁ?
- improve. the chances of reticnslizing the structure of a whole industry

- help diffuse the best practices: o

expand the export promotion pa@abilitins of & parti@ular mr@up af anter@rises

acting in urisons . .

= provide for certsln common servi@@g 1ike resssrch and d@wslapm@nto tfaining
ssles promotion 8ng computer-sharing %@@ilitilSD :

- provide a useful link in relating opsrating. Bntnrprigga to the r@tionaﬂ
planning sutherdty by disasgregatine esgregative tarmets, translating them

into @p-r@ti@ﬁal laﬂ@uape end planning new investment on an iﬂﬁustry=widl
halisn

38, .Observetions from the sxperience of only & few years strongly indicate that the

prasent @r@anizational structure of the state induatrial sector in Ethiopia ie dir@@t@d

10/ This signifies the tier of supervision and coordination interposed betwsen
the supervising Ministry end & groun of enterprises, in eur case the corporstisns.

<
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teward attaining severa} of the advantapoe listad whilc policy messuress heve tried to
eliminate ot minimize thia n@g-tiv@ @ff@ctg o such a Etfucturaa . .

S e

39,  The points’ listeﬂ -bElew: summaﬁiz@@h@=disadwnﬁtaﬁea a% such atructur%s ia that?

- they msy incresse the degree of im@licit monepoly DoWwers

- they may oeduce inter-emterprise cmm@@titition in th@ publie lo@t@r aﬂd
protect the lees gfficisnt wnits .

- they mey be inclinad to foster Erosé-subsidizetion pr@@tic@s within Wﬁamily”"
groups: the intermediate ersenizationss

- may be beft on enlarping théir domein more out of sn empire-bullding motivationm
. than on im@f@ving the performance of on-goihg snterprises, thus contributing
to the freguently cbssrvable tendency for now enterprises to be establishod
while those already inetalled @p@rats at & Fracti@n of their capacity.

- The intermediste @rganizati-nsn if p@f@.ivud as n@nwup@r@ting supervieory
control centres; their performance mey not he measureble By the seme standerds
of the consolidated results of their affilisting units. 11/-

40. The sdventage th@t @uch an @rganizati@nal gtru@tur@ h@lpa Winaulatu the
operating units from the vagaries of political pressur@a“ is guestionsble when

one considers realistically the prevailing ocolitical. economic, snd socisl system t
in the eountry. State industrial enterprises are one of the meny economic erganiza-
tione set up to achieve politicsl snd socisl objectives. . Whore eccnomic and
politicel sctivities ere considered inaepar@blgg ‘insulation from the.meinstresm of
politicel “thinking weuld be thought of as a disadvantage--political pressurss may be:
88 much an outcome of insullti.n on the part of entefpria@a as of the inability of
enterprises to correctly rasp@nd ‘to and identify with nati@ﬁal priaritill and -
interasts. Although 1%t is eseiér said than done, a messure of performance should be
the cepscity for mensgement to present Eorr@@t analys@s of the soonomic mesns to
@@hi@ve ﬁhl p@liti@@l ends. o .

41, On the n@gative siden m@ﬁy e¥ the disadvantag@s liat@d are. b@ing oF ars t@ be . -
tackled through : - ..

{a) policies and "legislation that do not allew the plrpltual pr@te@ti@n of
' Pthe lese efficient unit®  end tho %@atering of *cross-subsidization
 practices within their femily groups™i&:

(b) & graduslly developing, planning and mnnit@fing mechanism thet deoes
not promote the creation. of sxcess @@po@ities r@sulting “From ”@mpir@=
building motivetions”.

The “incresse (in tha) degres of im@li@it m@ﬁ@plly p@wer”lSI is an inhsrent conssquence
and a delibsrate objsctive of the socislizetion procsss. The avoidance of this _
disadvantage, however, should not bs beyond the cepsbilities of supervising @uth@ritiaa
to issue and translate policy directives for comparative p@rﬁ@rmaﬁe@ standarde batween
organizetions. including reasonable comparisons with: interfistionel @erforman@e stendards.

11/ United Nations, Departwent of Economic and Socisl Affairs, Measurss. for
Improving P@r?@rman@@ of Public Enterprise in Developing E@untri@s, New York,. 1@73
Po%.

12f See PMAC, A Proclemstion %o PT@Mid@ ‘for the R@gul@ti@n end E@ur@inati-n @f
Public Finsncisl Dﬁ@ﬁ@ti@nap,m@9_16§/1979 Addis Ababa, June 1873, -~ =

13/ Ibid. 11
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42, - Finally, the @@?@@r@ti@nga which heppen te be at the @@ﬁtr@ of the’ tw@=tinr@d
structurs in our cass, are beecoming opsmeting supervisery centrsl centres ss noted
earliar. Thay are, thersfore, beseming more and more msssurable by similar standsrds
that ‘helding @@m@anies are subjcct to, wh@thar the results are @unnali@aﬁsd or not,

43, .Subject to the p@inta raised ebove, if one were to Use the advantegss and
disadventages listed in the UN document es & yardstick for judaing the soundnass
of the prasant organizationai atructUF@guit would ba corrset to conclude th@
following. ~ -

1) there is no immediste need for the ersetion of new institutions (except
.. ... ths proposed prejects.office to be discusssd latarl or restructuring the
" . existing one; ‘

2) there would be neadp'hmwewar, for intr@=5@@t@r raticnalization in ordex o

Eaj to minimize wastage dn th@ ug® of human, material and %iﬁnn@ial
T@.@ﬂ-_ﬂm@ga G . ]

{b) to take full advantsge of the present structurs and provide &
sound basis for & lesding and potentlally expanding public sector.

8. The Privete Ssctor

44, As noted earlier, the privats gector 1in manu%acturing in@uatry h@s be@n weehkaned
through ratiehalizstion and general restrictions as to the areass of menufecturing
sctivity it cen participste in, The National Democretic Revelution Programme, &
general statement of the socisl, politicel and sconomic objectives end aspirations

of Ethiopian sm@i@ty and the current guiding policy document o+ the state, incer-
porstes the pr@wision ot in@.ntivos to “those private enterprises thst contribute

to the oversll develcpment of the economyl®/, Although this statement appears cleap -
enough to develop further strategy and policy measures for this sector, it should

be spprecisted that it is alsc difficult to elsborste measures For ineentives and
promotion of private sntreprensurship, in the facs of a strong soclalization Progremme.
Againet this beckground, the orgenizational sepecte of the private sector play a

mueh lese stratogie role, then ths state enterprises and cooperetives, in their impact
en how private industrial enterprises function amd pecform. Be thet as it may. it may
be useful to indicate seme af the @rp&nizati@nal and legal prescriptions for the eeetor. a

45, Firstly, the private sector is:only able t6 operaté small-scale industries

which bY definition *shall meen any manufacturing activity which n@fm@lly Us@s motlve a
power and mechinas and which has fixed assets the velus ef which does not excsed

200,000 birp Ilirf 2,07°= Us$ 1} omcluding buﬂﬂdings and 1and im@r@wgm@ntWISI

489 S@c@ﬂdlyu priwutn industrios can be esteblished" undar Bith'f one ‘of two lggal
forms se sole or single proprietorships or as genersl partnerships. - Undsr the latter;
the partnership can be.constituted by a meximum of ¥ive people who mmét be working
pertners who may put up.cepital-toward the partnership and must poraaﬁally participats

in the msnagement or cperatien of the enterprise.

W

147 Mini@try ar In@ustryp A Review of En@ustfial D@W@logment P@licies in Ethiopia
Pepesr p prenent@d &g a eontribution to the Regionsl Sympesium, September 187%. P.19

15/ PMAC, Hendicrafts and Smell-scale Industries Development Aggncy Egt@bliah=
ment Proeclamation. No. 124/1977, Addis Abebe Aup. 77.
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47 Ra noted sariier, HASIDA is th@ @riﬁ@ipal G.warﬁm@mt ag@n@y that is T@lﬁ@ﬂlﬂbl@
for small-scale industriss aﬁd thus the private industry sub-seector.

48, The reeently recrganized Chambe@:o? C@mmlrcn @re the n-n=@@warwm@ﬁt erganizations
that are expected to plaey & role in supporting the sctivities of the privete sector.
Established by proclametion, the Ethiocpian Chamber of Cemmercs, smong -th@f'thiwgs

is “to provide forums where government, public end ‘privete erganizatiens @ﬂg@g@d

in commerce, industry, tourism, trsneport and relsted fields ean .come together smd °
discuss their activities, mutusl relastions and the @r@du@ts end @@@n@my ar the c@untry
and seek solutions therefore in accordance with the Mational Demoeratic R@W@luti@ﬁ
Prozramme of Ethi@pia and submit r@c@mm@ndati@ns t@ the G@wornm@ntgﬂlgf

28, It ia-t@@ early to assess the impact the mh&mbar@ of commerce W@Uld have on the
development of private entreprensutships i the industrial sector-in perticulsr. One
may, however,; note thet their charscterstie emphasis on trsde and commerce and the
delicate bslance thet would need te be maintained betwsen the chambers® promotional
activitiss and the governmentis soeialization programe would keep the former’s role -
in-developing private industrisl entrepraneurship to s minimum.

Co Cooperatives

50. Cooperatives, including those in the handicrafts and cottage industries sub-
sactor, ers emerging ss impertent elements of industrial orgenizstion im Ethiopia.
Government support to coopsrative development has been such that in a relatively
short perilod of time a8 relstively larse number of hendicrafts and cottege industries
could be ergenized (about 781 as of the date of this repert) including ssveral
handicrafts producers cooperatives: plane sre lls@ und@rwny to promote tha establisgh-
ment of model induetrisl cooparatives.

51, Under eurrent legislation, there can be two types of cooperatives... pradussis’
and service cooperativea. Under the former, it is envisaged for members (craftemen
aor artisens) “to work collectively ene to gredually trensfer the means of production
to the ownership of the coopsrative...”17/ while under the lstter membars sre

®.». to cooperate im production and in The provision of mesane of productien, market-
ing facllitiee and other necessary services to members ng

52, Orgenizationslly, cooperative development is supported by a nationel coopexative
board. compozed of members from key ministries end egenciss, to- sdvise government on
policy messures and te issue policies and guidelines on the desvelopment of cooperativesl8/
Undsr the board thare are designated "eppropriate authoritiee® (HASIDA for h@ﬂdi@fﬂfﬁ@j
to prepsre and submit studies, plans and guidlines on cooperstive orgenizetion and
promotion, to superviss, inspect end audit cooperatives, to promote- coopsratien aﬂ@ ta
traln the n@@@as@ry meEnpower for cooperative davslopment. .

53, - Intsrnally, cooperative both ms msss and ecoremic orsanizations ere 80 a-t=up

as to assume Full participstion of members (gsnerel assembly, sxecutive committes .

and verious committees) ss well s to oparete along business lines (technical -
committes, finenes and administration section. marketing and credit section snd social
gervices, Tlnance and sdministration section, merketing end eredit section and social
services section), Producers cooperstives would heve work teams or work brigsde lesder
elected by the gensral assembly and sccountabls to the exscutive committes of the

18/ PMAC, Chamber of Commerce Proclemation No. 148/1978 A@@is‘ﬁbab@, July 1978
17/ PHMAC, Cooperative Socisties Proglamation Mo, 138/1978 Addis Ababe, March 1878
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cooperative. The team lesder allocates work among membere of the tesm, supervisss
end controle the performance of the team anﬁ its mEmbers and Preperss pertormancs
reports for the @xo@utiws @@mmitt@eu

- 54, While c@@@sr@tiv@s can be @rgaﬂim@ @llng the lines bri@ﬂy

deecribed esrlisr, aceording fo current government directives, handierafts producsrs’
cooperatives cen enly be estsblished by individual membsrs on cooperstives presctieing
the same haﬁdicr@#ttradoﬁé £. wWeBvaers, - tallors lesther geods creftsmenl). The .
number of members of edeh producers® cooperative within e certsin lecstion and
bandary heve en upper 1imit... wesvers 500, others 300. The eentral ZOVernment
guildelines referred to above iﬂonti?y Ffourteen hendicratt trades on which bseis
producers’ cooperatives can be formed.l18/ : . :

§5. The concerted effort to promote producers®’ cooperatives development since

the revolution has very deep ideologicel .roote ineepersble from the revolution
itself. The esteblishment of producers cooperatives has slsc its own organizational
benefits-- a8 a more or less. homogsnous group the producers’ cooperetives are much
more suited to centrsl planning directives and supervision and the cooperative
itsel? is in. & much better position to progremme its.@wn activities. ™

56. The handicrafte producers cooperatives belng or to be set up sceording to the -
above referred guldelines have, oerganizatienally, perticular strategic sdvantages:

@, elimination- of wasteful competition ameng handiecraftsmsn i.e. providing
membere of & particular trade better bargaining position:

b. active and tangible promotion of the socisl status ef handicraftemen and

' the dignity of their lshour not only through mere prepegends but by
demonstrating what the different handicraft tredes cen achieve if they
are free from social prejudice;20/

@afltho increased possibility of upgreding and intr@@u&ing technalogy
" with mpre effc@tiv@ gr@up 'impect s ..

d. the pessibillity ef S@ttinp @@ﬁm@ﬁ infrastru@tural %a@ilities t@ servicse
the members at lower @@ato

57. It msy be noted that previous efforts at organizing handicrafte producers
cooperatives within the smbit of different trades, sometimes within pessant
sssociastions and, more often, @s part of service cooperatives have mst with

little suceess. MHendicrafts or industrisl coeperatives sre still by and large
unorgenized or non-existant, compared to a relatiwaly larger number in the
sgricultural sector. With the sppropriate rovernment support in the technicel end
menagerial aspects, they ars likely to srow fast. The Ethilopian handicreftemsn.
histerically & landless worker or a peor part-time farmer st best would appear to

be less contentious about the collective ownership of the means of predustion.
Although it is still too early to judge, togsther with his "industrisl® working
tredition, the possibility of organizing end developing relatively viable and better
orgsnized, producers cooperatives in the industrisl ssector r@p@rtedly show. promising
signsu .

19/ PWRQD Guidleiﬁ@a for Hendierafts P?@d@@nrs” Cooperative S@ci@ti@s (Amharic
Version) Addis Absbs, July 1979,

20/ In Ethiopis, handicraftemen had always been kept dewn in the lower strats
of sociel structure, although. their indispensability in supplying the system with
essantisl =oods and eervices wse never guestioned in most perts of the country even
after the smepsence of menufacturing industry.  Their creft was neither discoureged
nor sncoureged by their feudsl lords as a result of whieh very little change has
taken place in methods of production over the eenturies.




- '583 Siim@@ 19%/‘?‘99 {L'h@ pmdlu@tm.@n of gocde by the state—owmed industrial @Eﬁt@r@?i@@@

hes otarted to be dirested by snmuel (campeimm) programmes by nsent of which produstion
targets are set, It is considere’ worthwhile to briefly set cut the produetion planning
process involwved in order teo be able te ad@@mgﬁ:@ly assess the role of @nt@?mi@@s AANSgeS
mal mﬁl it behaviours

590 The Netional Revolutionery Develcpment Campeign apd Central Flanning Supreme Couneil

(CP3C) is the. central planning suthority that sets out the maero cbjectives, strategiss

and required policy meacures of the campeign programmes. The CPSC worke in clos2 collab=
‘dfation with the supsrvieing mﬁbﬂn@ri‘tv in preparing apd determinimg the paramsters. O

[ the basis GF these, the CPEC pirepares general guwidelines om the preparation of the pro-
. duction plans (@iﬁ@;ﬁ@ﬂ g 19‘?9/@@) and dietrilutes these guidelines ¢o the corporations

' through the supsrvising suthority. - The cormerstions pass them on to cnterprices. The

enterprices disaggregate the figures, prepere their production plans and submit them back
to the corporations vwhich check om the consisteumcy of the eoriterie, perameters and com—
etraints taken into account by the snterprices and pags. them on up to the supervising
aunthority. The supervicing authority which is closer to the central pﬂaming avthoirlty
checks the consistemsy with the macro cbjestives and strategles, closely szamines amd
adjusts any stated physical, technisal, finamelal and manpower sonstraimts and reviews
‘the plans accordingly armd submits it to the ceatrel planning suthority. The CPSC may
change the fimal broduction plans on the basis of the natiomal objectives amd strategies
end any information available that would necessitate the alteration of the-plans. After
‘approval by the Council, the plan becomes am official document which the @up@fvi@img
autherity, the corporations and the plants should fulfil.

60, This" i‘t@r@ﬁv@ prosees which hes beem put. into better practice during the current

cempaign programme (1970/20) hee attempted to involve alll who exe more or less direstly
@@n@@rm@‘l Eﬁlﬁfﬁﬁ the paf@dlmtﬂ,@n @f industrial gocds. - .

61, “In '&h@ first campaign pmmmﬂ a major objective h@,ﬁ.ng bean the alleviation of
the &@mt@ ‘chortage in the csupply of industrial goods, much of the exercise at emterprise

‘level fooussed on producimg at weximum capecity. Coupled with the emsrgsnoy nature of the

programue there was little tims end opportunity to follow the pressse described sbove and

to assess the mejor comstrainte imvolved. Produstion targets were set at enterprise level
and passed to the central plamning euthorities with 1ittle serutiny by corporations or

the supervising authority; some enterprisss and many corporations were even compzalled by
the shortags of tise to submit production plans directly to the central planning sutherity.
In the absence of adeguate knowledge of the central planning situatiom within the epterprise.
and the external facters, such ac supply of raw materisls and imports, affecting the
production programmez of enterprissc, m@h @f the terget-setting exercise was left to the
sdlom and j@dlg@m@nﬂ: of epterprisss manages Under, the clrcumstances, there should

" have been no sause for alarm, whowe @nt@mﬁ@@ﬂ grossly underestimated or eoversstimated

their produdtion capacities, 1f the central planning authorities mebllized themselves to
take corrective action to the extent of cecordimeting the transportation of rew meterials
and imputs %o factory sites to attain the targets. Some corporations were even umable o
correctly quantify the supply of inpute from one @nfmawise to snother, both within their
supervisory parview, If overall results of the first campaigi programme in industrial

production were quite satiefactory, it wee not because the tergets were properly prepared.
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62, Theoretically, urder improved cemtral planning eonditfons, the process of targat-
oeltting should be more effestively applied at 21l levals, Bven under these present
@ir@umtm@@sy tanﬂg@fr:-:-mttmg in the industrial sestor still.depends more om the lmouwledgs,
gement and motivaticn of enterprise mamagemant than on the ability of the supsrvising
authoritise to Justifisbly impose physical target cbligaticms. Taking into acecoumt the
enormous ipnpower and technical constraints currently facing the @@umitwg it would hardly
be realistie to @xmﬁb centrel plamming authoritiss to undartake such an exereise at this
stags. Bven if "cce. the setting of targets is & prerogative of eupervieing suthority that
camnot be delegated to enterpriss managepent” gy one may even ask whether tho centwral
plamning authorities should not bs more concermed that the nrosess of sebting cutput targets
for stete industrial enterprises adequately reflects the public interest and matiomal
prioritics as defined by them. The importamt guestion bacomss, therefore, not who set
the targete but whether the present target-cetting protees practised for the state industrial
enterprices adecuately reflests "cecoecoo policy-makers’ prefercnces anﬂ priorities” as
wall as "enterprise capebilities and (comperetive) competencies sccceo” 22/ The inter=
protation of public or national intercst may be arguable since, =t timse, some factors meed
te identify it with enterprise imterest = @.g. utilization of imstalled eapacilty ceocococo
thile often it is readily identified with sceial @@J@@tims of the smprvising amth@ﬁti@s
as against economie end fimencial objectives of o “erprice mansgement. It 48 mot uncommon
for supervising authorities to impose these ccaflisting @bg@@*ﬁives on industrial @nt@rwimc

63, In tho light of uhat has besn said above sbout target setting what is the current
practice followed by industrial cnterprices in cetting profuction tairg@ta F@@m ibh@
dimmssi@m h@l@ﬂ at varicus levels of industrial manegeme

are- W@éh@n@ami’hy (m@ luding aﬂmma fer downtime du@ to mmhimeww

oppage) rav meterial and inputs availability, t@ﬂm_@d RRnpower availability amd merketing
@.mﬁl distrivution constraints.

6ho In determining plant capecity, most of the enterprice mamagers have no complete infor-
mation om inotalled or theoreticel capseity == in many cases ibh@r@ is neither eriginal
technical data evailsble mor has any cystematic capecity rating beon carried out %o
determine this, So, onterprise memagemont moot often takes historisal data, over a four

ar five year pericd, vhon these are available, or baseo their targets on observations during
one or “wo yesrs of operation. This should be cawse for some concern; bacauce of the
deficlency imn this informetion one cannot even know whether the targete ave optimally set. .
Labour produstivity and the ckill at handling mzchines and equipment bedng clesely imter—
related to capacity determinaticm, the lack of this knowledpe in meny enterprises is likely
to provide little impetus o ieprove labour officlency to ettaim desired goals im cutput
masimizatione ) :

65. One other impeding element in the ability to determime plant espacity h&@ boen the
almost total inacccssibility, created by the former cxpatriate owmer-managers, of capaclty
information to natiomals. In cases where the natiomale have been involved fm the very
establishmoat of the enterprise; such ac in suger production; entersrise managemsnt is im
a much batter position to determine preduction capacity with full knowledge of th@ son=
atraints, and to fend off any arbitrary imposition from supervising authoritiss.

21/ United Natlons, op. oite. po 47
22/ Ibid, po 43
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56. In vicw of the abows, tho supsrvicing suthority has plammed to underteke 2 series

of suwrveys of indistrial subcocotors with one of the chjectives baing the technical
esseasment of the sdoting copdition of plant wachinory and .ouipment and the determination
of production capesity. Thic is a meesurs thet should be Jully cupported as a component
of promoting self-sustelned and oclf-pelimmt inductrisl development st the national lewel.

57. In regerd to rew matericls, inputs and spare parte availability deternining target-
sotting, svailable cvidémse poimts to the fzot thet fhisce asnstraints are 2 major souwres

of weerteinty and cavees for raportel underntilizatic:. of whatever eepeelity is decided
upon by manageasnt, emeept in « fow oasec. In an agro—based imdustrial scene, the
evailebility of dombsotic armizvitursl rav mbarials fe odbjorl ©0 the vagaries of nature.
In present practise, it ic rare for the state snterprises to cater into supply ~grecpentsa,
whather shert- or long=term, with dozeatic mrodusers of agricultural rew meterials including
state farms. Thoe ancepticne olserved opply to the textile srterprisac perchasing cottpn
from state farms and suger produsiion whore raw matwrizl profuction amd procogsing are

an integreted oparation, In cases where the supplise are a lorge oumber of cumell profucers,
such’ as wiea¥ or oflscele fermwre, availebility of raw materisls hus continuved ¢o be a
persietent cause for capacilty. wndorutilizaticn or uvnder-targetting even wndar e acent
conditions of o central purchacing sgency teking responsibility to deliver the rocuired

ravw pateriels to industrial emteroriscs. .. - ' <

5% Availability of foroign pubchased raw weterisls end ispete iuposes lese comstrainte.
on target-setting cnce plans and forelm exchonre allceations have Leen approved, Im
fact uwler precent conditions onborgrises wide: larpely dopand cm foreign purchmeod rew
mterials and inputc can set targets with muwch loss umertainty snd perforn better than
those baviag to rely on donestic supplies ritin the enecptions noted abore.

59, ‘'hore entorprises dopend on demsstic row meterisl supplies as mell ao foraimm purchascs
forr that nart whish cennot be dempstically supslicd thowe have been several cceasions

whore prefucticon has beay diarupted as.a romuls of fadlurss by cuppliers te doliver
acgording to an sgreef ccheduls; or .over-cptimistis projestiscns, thus impeding emtersrise
wnagement to progeaime the lesd time for. foroign purchases anl deliverics. ‘This state of
affairs bhas tended to push some produstion porformoin: astivated enterpelce pangzannt to-
tie target setling to fereilgn purchases — an anti-thesis to the self-wrelirnt industrial
development theme. The euporvising euthoritizs Justfiably ourb Yhies tendenty on the part
of industriel emterprize managenent and are simultenceusly meking sn 2ll out offort for

the producers of raw materials ¢o apply the masimwe magainle ~uentity reruired by plants.

7¥s Bvem thongh mrcheses of raw meterials and, inputs are contraized in memy of 4he -
ooteblichod cubseatore, mr lonp-forn purchase contrzatz ars unterad. This ic a Alrect
result of the shovt-term nature of Plans and programies whish only allew emmusl allosations
for such pwrposec. Apart from The roduoed. unzartalnty long-ternm eontracts ¢nteils the
benefits from redusyd eoct wrier euwrren? inflationary: conditions would be s faotar %o
consider for intrcducing such prastiscs whén longer term plane are lsunched, =

7lo  Aveilability of spare parts for machinery and cguipment imposes a heavy constraint

en target-ceotting. For one, such of the industrial nzchinery and emipnent im use baing
ald, in meny cascs obaplesesnt, the ruantify.of spare perts roqudred to heer nlents running
hos stoadily ineressed. Coupled wuith.the rathmwe lenglhy Reed tims re~uived awd, in many
cases, tae imcowpletc lmouvledge of tuchnical specifications and sources of supply, frecuent
stoppages of machinery and aruipment have given rice to tendemoics of comselous undap— -
targetting by entorprise mamagonemt. In the mediun-term, since the wery limited capacify '
of the engincering indvetry &5 orofuce ant -suppbly dparoc¥ould ecotimue to preveil, the
purchase of spare parts weuld have to contimue to dopendson Fobpeign nerlieto. To minimize
the adveras effecte of cpare parts aveilability, ovem the pregent limfited emperience .
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strongly suggests that purchases have to be 20 organizad as to ensble mush easier
access to.foresign markets and suppliers. The experiencs of the Suger Corporation,
mentionsd esarlier, and the pmmseﬁ p@@lﬂ.ﬂg of @@Wﬂ.@@l is 2 p@ﬁim ﬂ:@ be @em@uslv

@@E@ﬂ@M@

7?0 In the longer run, the development of the epglnecring industry branch is of crucial
importanes. One of the.important factors that triggesred recent efforts to develop a
workehop complex, 23/ is the critical situation fin the availability amd supply of
spare parts. Although the integrated development of this braush is Tbas:ﬂ,@allv a sound
approach, the establishment of central spare parte pr:ueing facilities based em forelgn
supplicd raw materiale and the rational use of erxisting capacities sh@@l@. be given top

.:Wimw.

3o The ghortage of t@@hmi@@l manpovar, both to operate and maimtain m@hinm and
equipment, is & major constraint that enterprice wanagement takes inte consideration
when setting production tergete. Besides the shortage in absolubte terms, the relative ¢
akill level of available mempower hes very Limiting comsequences on cutput maximization
goals, Skills upsraling and training in basie skills is being given serious attention
at different levels, but the time element imwolved sesms to leave enterprice managemsnt °
in a position of trying to make the bsat of vhat is aveileble. One of several measures

cased mupber of working shifts by
removing some technical bottlemecks that impede the fuller use of the limited technical
manpower avallable. A more d@tail@d discussion of the industirial training policies,
rogramnses and a@timtm,@@ will be taken up at a later stage of the mp@mo

7ho On the face @f %, mark@tnng ant distribution of iﬁﬂusﬂ:@ial protuets dl@@s not
rgportedly present & mejor constraint on enterprise max emft 's target setting exercise.
This is bocause moet of the goocds prodused are im chort supplyo There are & feu
exsentions wvhere market constraimts have become am important cause for underv™ilization
of capacity — paimts, automobile tyress, cer batteries; bricks, meat predusts; wocllen
materials 24/ veportedly knitwear and some metal produsts. Yith the exception of meat
protucte, which are meinly axport-oriented all the other products are im&:@mﬁl@d for
d]@m@@ti@ @mmpti@m.

7o ’Em@ non-existence of this @@mtram‘fc in the production of the other industrial goods
has led to a situvation whore enterpriss management pays inadecuate atbention as to how the
produsts are distributed or regavrdsc product quality ae am uvnimportant factor im the
marketing of mrodustzs. An additiomsl cause for comsern ariscs where emﬂ;@r@rim" navrketing
activity ends at the time of delivery of products ¢o state distribution agencies umder

a different supervising mﬁh@riﬁyo In such ceses, there is a pravaleat t@m@.@my foir en-=
terprise menagoment to think as beving fully discharged its responsibilities -emce it has
deliversd the goods to such agencics and doos Lilile to follow up merket response for
quality dmprovement or the possible introducticn of a different product=miZ or of mew
predust lines. There is very little fecdback or mavkst research on the part of the state
distribution agencles which tend to behave like traders trying to maximize their surplus.

a

750 Itn cases vhere mariet constraints exist for a fou préducts and the distribution’
responeibility has been taken over by the state distribution agencies target-setting
anf "produsing to store” some slow moving items, as interpreted by euch agenciss, have

2’,_3/“ The pm@ zat io mow. under pmil.imimm investigation but is GX’@@@%‘@@ to inciude f@mnﬁry »
forging and machine shop scotionse .

24/ TPMAC, Natiomal R@mluti@mw D@W@l@mmt Canpad Programas 1 (ﬁmﬁmi@ varedon)
is Ababa 1973, p. 108,
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been frustrating isgues for enterprise menagement., In one case, some enterprise P
aenagenent was, compslled to discontime product lines becavee the state distributien
agensies ctrongly objected to their predustion (slow moving items) although thore was °
repoptedly no problea shen the enterprise itself was. @aﬁryiﬁg out the pariketing a@tﬂfﬁwo

770 Coumcdities in chort ¢ supply ere sometimes used as an @ff@@ﬁb,_m loverags to ‘zell
producte in excess cupply or of poor cuality preduets thraush the compulsory combined
purchase of both types of produets. by the comsumcr. Yalle the application of sush
marlketing t@@ﬁmﬂﬁ@@@ can. be eedd to be symptomatie of tha. ina@eqmat@ distrilbutiasn @ys‘ib@m
im J@Waﬂ, cages, it is oot .unfair %o szy thet industrial enterprisc mansgement has
abandened one of ite important funmstlons of following up the markst o pr@du@@ better
quallity at. cheaper cost amd has dieregarded itc social r@sp@mmﬂiti@@ behind the cowver
of z temporary shortage situatien. I iz nceedless to state that the nced for such close
follow=up of the mavket within the existing framowerk is not irreconcilabls with centwal
direction. In fact, such marketing follow up at this @t@g@ will enhance the capabilities
of enterprise managensnt to introeduce innovetive asticne directed at better performancs
ant gervice to the publie — a major cbjective of state enterprises — and the ereation
of the necessary conditions for self-sustained industrial development once the shortage
gltuvation has beea ecliminated,

78, Although as can be noted a‘mv@g marketing dl@@g not featurz se a f@mﬁ?@imﬁt in
target-eetting at presont; the shortage situeticn for thoe majority of industrial mroducts
has, in‘other respocts, tended fo imduce enterprise vanagement to Dohave in sm almost
indi fferent maomer to "what the merket has to say". Thle has subsecuently tended to make
enterprise managoment fnscnsitive teo d@@iﬁ@m@ and affordable produst cuality standards
and unmotivated to seek cost redustion msasurss to sarve the publis batter. It would .
therefore e justifiable for supervising awthoritles to impose the follow up of the market
as an obligation which enterprice managemsnt must. undertake vhere the mmma'ﬁ?ing activities
are not carried cut by such nonagement itoslf.

790 In the case of state distribution agencies, the iosuo i one @f adsquacy of the
institutional structure and attitude as well as tho estzblishment of an effective systemo
The performance of the distributicn system cammot be measured only by the amount of
surpluses it gencrates for the ceabral treagury but also, by whethar the goods pz@@@lu@@
are delivered to target aress and poouletions as woll as by how mch it provides feedback
information to the produetion emterprises om what the broad masses would like to-have .
supplied within ocxisting cepabilitics. Thers ie nosd for constant and consistent
intoraction betweon the predustion unite amd the distridution agenciss. A cloger IL@@E@
at the sstabliched systen and chenges or restrusturing rould app@ar to be an wgent .
programme of actiom if the future development of consumer goode irmdustries is not e be
stifled E@@@a@.@@ of the d@fﬂ@i@m@y in the merlicting and ﬁli@‘itrﬁhmti@n Systome

30, Baving teken the above fictors into consideratien, ﬂ:ﬁwﬁ t@g@t@ set by’ ent@ﬁmise
managenant umﬂg@ a ngg of weviaw by ccordinetiny smd @u}p@?m@iﬂg authorities. . The
corporations, boing quite close to the cperating wmits, fend o eonecnirate on zﬂ@m@wirmg
the targete taking into @@mdl@fa{ti@ng vnat éne may oell, operatitnal realitiss, In
come cases, baouasc of tho fast thet corporaticns invelwe- themsclves firom the. very .
begiuning due to the limited cepacity at plamt level, there is no need for substantive
rovieus, In others, emtorprisc targets are reviewed agaimst soms mejor indicators’ ﬂ:ﬁhi@h
corporation managemont has developed on the basis @f experience and. @T@S@rm‘“@mme
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Ble The supervising authority, operating within the meinstveem of the governments'
political anl eccncmic thiaking roviews the targets.with aa eye on comperisons of )
different oub-scctoral targets, measures on pitigating comstraints exiermal to the

. sub-gector or enterprise but limiting the optimal use ¢f acknowlddged plant cemecities
{cogo agricultural rev materials) and on balancing the measures required fto meet

oGconomic and nonm—economic objsetives. .

82, Under prosent conditions, the supervising euthority’s capability to assese and
review targets related to technical aspeote scemc rethor limited besause of the abzence
of technicsl oxpartise at thic lovel and the tendency for existing manpsuer to com-
centrate on the finansiel aspocte. Ewen a2t corporation level, many of the prosent
managers poseess mainly finance and mensgomént axportiss. Hence, the proposed creation
of a technical unit within the supervising authority and the strengthoning of technical
serviccs at corporation level, polate discussed eerlicr., Bvon 1f this aspset i Zargely
loft to the corporation and enterprises, it would bo omuelly true that the supervising
authority is in 2 better position than th: central plamning authority to appreciate
even- the technical somotraints motwithetandirg the impérfoct lmowledge sbout condition
of machinery and equipment and potentisl ‘capacity reserves that can ba tapped

83, The revicy of targsts at the central plamning authority temds to wely on ths
broader objestives initially sot snd the imwediete goal of achiewing high preduction
figures. Conctrained with £till more imperfect lmowledge of plant capacity, it 18 not
moeomron for thiz central planning auwtherity to put pressure om the eupervising authority
ant enterprises to increese the targets. Such procsures are mainly triggered by the o
planning avtbority's sincere desire to oitretch aveilable resouwrses to achieve higher
targots on tho. ome hand UOn the other hend, they are equally founded om the suspicion .
that enterprice mahagesent may be hedging sgainst higher targete to protest itoelf feon
the risk of fupending failure, In a situation where failure to attain planned targete
is viewed with disfavour in contract to the praiss attached to overfulfilled targets, it
should not be surprising tc discover that enterprise nenagenent would bs inslined teo
“sonceal” produstion capabilitise tc aveid advoree censetuencas. .

3ho Under those circunstancen, it nay be totully justifisble for the planning . authoritics
to inslet on higher tergets to utilize plont capacity, but all the other factore which
are restly cutside the contrcl of the produstion units, the corporations and oven ¢ho
supervising authority rwet Us handlod as a peckage. A cise in point ehould ba,the cupbly
of donestic réw neterisle by other sccters, a factor that cannot be assuned avay as a
nofi=comziraint. The damger that this end eindlar other comstraints (e.g. the markoting
and distribution constraint notsd earlisr) are glossed over hes slways becn there,
becavee of the cotplex nature of the problen, in spite of the acknowledged sdwerse afffect
they bave on perforzance, It may be in the nature of this kind of a target setting
process thet such constraintz external to the eaterprise ave Pforgotten” or enmeshed in
technicalities end a chain of oxcuses at the tire of appralsing perfornense.

35, Over apd above this, enterprises would be expected to perfern well finensislly,
For justifiable non—coomomfc reasons, the first campaign prograzx= leid otress on ine
ereasing the production of nass conswiption goods through efforts directed at restarting
etallod produstion units, imereasing work shifts, ascuring ths tinely delivery of raw ..
materials and spere perts, replacing old machinery sind ¥inally raising overall ser capits
output. Coct compidsretions were inplicitly steted but were mot in the list of higher
order Wi@f’iti@ﬁo . : ) . ) . 1.

85, The seoond sampaign prograrre (1975-1970) brough® out this cuwite axplicitly =s cme
of the importent neasures to be considerad by state industrisl enterprises in their target
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satting coveo” &% 1z omsseted thet profusticn units would axert overy effert to nake
adequete profitec but; 2z an ebeolube rindimnm, to cover their eporeting soes, This
should furthor Be scncidered ac a nosowe of heir afficlemcy ;pp0,," 25/ Tads ie an
inportant s¥op intredused in His targst-setting proccco bub it has hed its owa ipact
on th@ bohavicur entarpris: mmag@maﬁ’@ gﬁ@pﬁﬁ@ ar. ifs @;E‘we te schieve this Sarget.

L 87 Fii?ﬂ""l:rg anberaorise repagenant starts prching fer ralsing ex~factory prices for

profgucte. MHemy could susste] to do this becauss »f the wealmese of the @@m@ai prica=
-oztting meshanic: through vhieh mrics incresses s dporovel. hile price inorezces
could be joebifisble im in cany ceged because many enterprisce havs little @@nﬁtr@l on_ iaput
soste other them. lobour. The ebilily v do this railm ecsily for cary inductoial

- carroditiss, on the ofhsr hapdy cen herdly induo: suterprice nenagerent to lock for and

uge cpportunities that radico csotz. Yo the froe of the inedocuate soot analysis systen
prevelling in pany eetorprisoes and the 1amited lmewl: utire of this even by the pries
control suthoritiss, management tonds to opt for the casy way out < achioving a financial
target, by shifting the burdon to the final consumer == a nothed of achieving gosd mer—
fornanes herdty @@'T:@tn."ﬂ@ with the socdicl objootivos atate untormrises are expected to
idlmtiﬂ? wthe - L .

33.. Becontly, oither ia @@mmh@n with the above o as e “m@mat@ exercise, anter-
prises nanag@ram* attarpte to change 1ts @r@“u@&- e by fnsroasing the proportion of
adgher cuelity higher wn@@ﬂ lines at the expengse of Lorar mahty and lovw priced goods.
- This @@vi@umv goes agaist a mnjor sooial dbm@@tive of policy zalers aae@ it de only
rezgonnble for these authoritics to r@j@c such movas in the Drosess of @ﬂ?g@k%ﬁmm
reviems. In this respect, 1t should alse bz reasonable not to supest enterorise nanage-
weat to be held sccountable for poor finscmeisl porformence wnless the spproprist: domm—
werd adjustments in the Fihencial tar,gﬂ to are mads or spocifisd subsidies awe @?anmd to
zefloct the effect of meirtaining losing product linca, . . .

19e Thera-tirrate are mantific’ er uantifiabla it is rblntim.ly anpy fer mm i‘c-ﬁ.
cupérvicing aetioritiss and ¢ ambom srdous to wi'rmm"' T wr oeial el mterm*mb ouets o
bepefita. Hot oll publie cbligations ars, howewer, cuwantifisd or aven approzizately
aceceuntes for in thé presesg of 'ss,rg;a%%ﬂ%ik%@ By aucl cases, it Sesones AAffioult to
‘hold edthor the supwmrvising authorities or _enterarises accountable for perfornmace resulic.
Thie, im ne way, cho2id bz interpreted o nean thet so-delled wublis obligations should not
be impooed by supervieing sutheritiss. It would rethss polint mz:ﬁ: 'hn@ maet &: aty in tﬂ@
process of target-cettings

.+ 8) oupwrvielng authorities shouid eveidd the Lapoaition of cpen-onded .cbligations or
eccepting rigorously mmmus"&:i dad Qn‘“'@rprim neasuras o @@hmve wm«*l mf’grm«w results,

‘b) _bokh @umvmi@g a@f:h@?i‘&l@s and @nﬁ@rﬁrn&; ornagenent. chould un:‘.@mta.@@ to a5sess,
‘even app@@ﬁmt@lvv the fizenelzl offecte of the cosiel and @ntm»pﬁ,gﬁ eosts and Dbeonofits
- dawcived in lsstitubing plamnsd sredustion docicisrz. This scpielr seid u,;:m done, but
‘unlcss sermus fﬁmvta are diroctod toward -such magweg tﬁm prineiple that "esqe while
public @m@rpmﬁeg may; bear oblizations of a nationel. zrd non-cormorsisl kind they are not,
“and ‘cught het ¢ e ebsolved from a comorelal rmfs of operation” 25/ con hewdiy be up-
neld, And in the framewerk of arpacted porforuence of state ﬂ,"muutm.ai r*a.mg@mt ia.
Ethiopia, j:fb umuid a.z,. iuparative to mmy mm Wiﬂﬁi’ﬁleo L

éﬁ,j FIAC lational Reveolutlonary Development Campeign Prosrame IT (Amharie Veroion)
Addic ﬂb@@up E%g Be 212,

25/ United Hations, cp. oite Po 45.
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%o The mmimﬁ of the s“@:&‘i‘c@ indystrial seetor in n@@‘tmmm,uti@m Zthiopie hes been

a result of the mceasures of n@.“"i@mu@mnz:,tam = a Jegsure that f_ows direstiy {ren the
po_itical am: ccononde osjectires an’ strateries of the mresent povermment., Thess
c2jectires and otrateziec wave been ased to icsus policies that r‘ﬂe.n. ine the state sester’s
predouinent role(e) im the proluction of goods aieh ueat the basic needs of the masses,
a:m(b) in the omemchipn and ngf@.mtu of basie inlrstriss that proucte seli-suastained
and seli-reliant inlustriel <erelommnt. 27/ In ths fasce of the fxherited industrisl
gtructure, which is uainly based on the etion of copsuer pocds, amd im the wake

of an ever increasing demen’ thet could not be wet "y the exigting Ziudted aml inedequate
capaeities, it can harily e enpectel for the state sector’s rola Yo be presorives by
the mm@mhip and panaseaent of natiomalized.induotries.

Clo %“he enerpemey situation vrevailing in the country ia the initisl post-revolution
yesrs counled ith the alaset su’i=: confromtatics of the gtat@ e dndstration with ths
m&g@mﬁ of a relatively 1&?,5@ muser of notionanlize! imdustries, vhich also hare to

o2 Tun along conreredal lipes, haslily rave stete seamoaie ﬁamg@;:emﬂ arn. opportunity ‘o
eml?@ a cysten of expaniing the state sector throusi new plante or Lejor expensiens.
fs a copseruence, mech of the effort of the Covervuent was Jdirected at {a) aseuring ths
£lou of roois and serrices with as 1ittls disrustion 22 nossivle through messures t&a‘t
included SUBTERY replacenesnt of uschinery end ecuimaent, (b) conselidating the wemezement
eapasilities of amily natima_Led injustries throurh a szriss of mommmar&i@m el
mtimﬂ.izatio . : .

G2 The challenge at present sosis to be the oontimusl isproveuent of the @ai,p?abﬁ ities
of industirial .wenmgement to M an” operate production emterprices in ancorance with
Goverr-—=mt policy as well ac the simltaneous derelopuent of @apaaili‘ti@s to Doth
expam . and opnerate the stete industrial sector. The precediny nert of this cectieon
mvﬁng lm at come of the eritical factors affecting @p@mti@m and papagement of

igting enternrises, the :s.@.i@’fin@; nart loolks at tho process of project d@ml@mm‘t fow
t;s@ s-&a.t@ industria’ seector. “Mie ‘iscussiom will am@a.ap* te look into the role of
enterprises, coroorations and superrisin: authorities in the idéntificatien, preparatiom,
appraicel, inplementetion and follow—us of industrial projects and investuents.

Project Ientificstion

€30 There is widesworeal Heliel et diffsrent levels of inlustriel nanapeusnt that projeet
identification can o 4done at any level of the induwstrial organization structurs or oy
anyone concerned with industria’ derelomient. Thids iz not argu@bl@a it can 52 donec

In fact, as a conseruence o ocuch a deliel thers bare not xeen & fer projects ¢hat davs

- been identified amd "sold™ oy outsilere to the Govermaent in the past. On the one hami,
the abiiity of national emterprice namapesent to ilsntily projects should remain mfsttered,
Cne the other hend, case avidence points to the fact that there are emternrises who had
gone into the idemtificatieon of wrojectso t’mﬁ artenpt to integrate sectiritics carried out

f{‘yj See B13, *“Dmama'&i@m o Teanccie Poiicy of Secialist Zthiopnis, Fevrvary
1572 2ad oropvamie of Fatiomel Demcceretic Revoluticn of Fthiopia, April 1575,




‘el

by other emtermriges im order to assure their own limited input supplies or teo preduse
final preduets that would imtreduce an wmecessary compstitienm with well-estaslished
@mt@i@pri@@ao In other cases enterprises opspating in a complately different sub-sector
have identified amt pﬁspam@‘l m@j@@ts thidely. my use @milv a small portiom of thedir

inputs ®

%o So the @M@ﬁtﬁ,@n 16 mot. w“a@“’h@m :;ﬁemtﬁifm.@&tmm can 1‘@@ done but Prh@ﬂ@ﬁ it should
be dono by apydne. :eny of the cases cited shove had to be stopbed and either postponed,

- " discarded or ‘transferred.to the relevant su~sectors atter relatively considevable

manpover efforts have Deen @xpsml@.m on the identilicaticr work. It is thus only logieal
that the supervising authority, vhich in this case is alee the project spomsoring
euthority, hag now started to approash project idemtalicaticn more 5y@{t@maf:i@allye £
series of surveys are fo be laumched; in the imediate future, for key sectors to whi@%‘n
“the G@v@mmmt has accorded priority — textiles, metals, .chemicals, foed, building
m@'@@ﬁ’i&l@ and leather and ghos, im that erder — in orler to determine the extent and
dﬂf@@{ti@n of new projects d@m@l@@m@m&@ in sloze celleboretion with @@@p@m{bi@n m&n&g@ﬁm{bo

5. The mp@r&ti@m of @@@@1@‘&@1‘3‘7 nel prejects is f@:ﬂmﬂv th@ ?@@p@ngﬂgﬁlﬁ.{ty of
sorporations but with the menpower constraints they are facing at present and thé rather
urgent need for develoning mew projects, the supsrvisiag auﬁth@rity secms prepared to teks
over the responeidility of project prepavation. in thib respact. The setting up of am
industrial projects office under the auspiees of the i inis%w Inm*xtzey ﬂ.@ g@“ﬁj&g '
seriously @@ms:l@@z?@ﬁl for ths murpese. ' ]

5, Despite the sppesl which this propesal of @matmg a ne¥ structure within the.
suparvieing authority hes for these primerily concerned with industrial projects, it
may be @Xp@@*ﬁ:@ﬂ to ent=ll certain prodlens, ﬁ“irsﬂ% beciuse of the lmiﬂ:@ﬂ WRnpoWer

available at the superrising au‘\th@mty lesel, the quelifizd paople that are m&p@@t@d

ko stalf the new. office will have to He drawmn from corporationse- Thu@ Further restricting

the @a@bﬂln&i@ of @@mm{timg in thie ares of agtivity, Secondly, ‘the new office is
most eertalnly to compete for cuelified at@f“*- wiﬂih the n@wﬁly @s{ca@‘lﬁ@h@@l D@f@l@ma@mﬁ:

Projecté Study Agemcy (JE0A) 25/

$7. The DESA; vhich bas just started {upctioning and is aur@ady aff]liat@d wit!ﬁ\ t‘h@
shortage of qualified mempower; i: desipnated %o grow dut g
firm, apart from its other fmh@n@ of “evaluation am‘l f@ill@wdmp { Gorernment pﬁ*@j@t%
as- well ‘as the selectidn and supsrvieion of outside consultants. "ﬂhﬂ.@ it ds true that
the DFGA is not set wn-to'doter amly for industrial pEojetg, vhe setting up of & ney

and separate office for industwrial projecte would not, enliznce the c@m&ulﬁamy cepabilities
at the dationsl lewsl, It may be proposed o "treat® the new office as a branch of the
DFSA; but under the direction and supsrrision of ancther body. /jmy proposal short of

the eomplets Mib@gﬂati@m of indus%mi p@@j@@tg pr@pamtlm iithin the Agency would be

expecteds

@@) t@ limﬁ.t the mtiv:iti@s @&? the Agenmcy to @mly ‘evalustics and appmi@@l
o therdby. inpeding its development as am operatiag consultsney £ivmg

(b) to icpeade the consistent apph@asti@n of [g@@,j@@{t p@@mmﬁtm eriteria

amg‘l standa s . from the cutset, and

{e) %o limit the ability of the ‘gupsrrising authc. l‘%’gy to @@@@t the services
of experts and wpa@iali@ts @utlis@ i‘&f@ oo @@@{s@m

5] BAC, @mi@;mmt Projects Stedy Agsacy éstaﬁaliéﬁm&n% Proslamstion Hoo175/180 -
Addis Abada, Janwary 1580,



- G0, . If the @m‘i’cmlmti@m pmg@ this respeet is-teo fully attain its @b;ﬂ@@ti’f@ﬁg
centralization ok the DFSA level 2%/ would enhence the ageney's capabilities to cawry
out the sort of setirities stated aﬁm@*f@ and -at the same time co check on the comprehensive
approach to project preparation as an instrument of the mpll@mmtat:lm af the necicnal
plan, the agency weing a body under the uwmbrells of the cemtral pleoning authority. Im
commexion with the last point, recent experience testifies. that some pwoma@'t@ Wars -
propared without taking imto account some of the infrastructural E@@mm@m@n‘&@ (@@go DOMRE ¢
rouds ) which issue had %o be brought wp to the sentrn’ plamring anthrwrity Jor £ al
iml@&mm as qualified @@mp@n@mt& of the mg@@ts unCer m@m@w@ '

8. The DESA hes @.ﬂ; pm%@aﬁ twe- e:n&p@,mtmt@ - oae Gealing with pmg@’*t e@m@mﬁl@a

acreos the board and the other with technology, so set up because of qualified mampower
@@ams{tfaﬂm‘t@ preventing it from ecttimg up unite dedling with projects at the sectoral
level., If there is & poesibility to create and staff am office for industrial projects
under the.sector supervieing awthority, there ie nothing ¢o prevent the DFSA frem sotting
up an industriel sector department as ome of its wnits. It is hoped that the points
raigsed aboze would be taken imto some copgideratiom h@&@m @E@aﬂ:i% & ne mﬁl{c@{cim off
the sort heing @nt@ﬁ%@m@d at the sector level, : °

130, %@t@@@r the gui‘cum strength of the DFSA mlll @@9 %ra@ et up ‘sheuld net prevent the
sup@mﬁ.@mg authority and the @@@mm{tmms to continue to actirely participate’ in the
preparation of new or expansion projeste to the extent that their manpoyer réscurcés
will allewr thea., In the first instance, sinee the DFSA will pot be able to studl'y all
rrojects with ite ovn staff before & comsiderabls pericd has elapsed, it will ba espected
to limit ite primary rasponsibility to the prepavation of big end/or vether somples
pm@jmts@ Zren for these, it wey have to continue to selectir@ly use the services of
outelde consultants for sometime to comz. For the others, it would enly be pragmatic for
the agency ﬁ:@ deteraine the size and typs of projects whish would cemtinme to de handled
by the implemmtin@ ministries and to limit itself to (a) proriding project preparation
guideliness (b) training project staff in the oriteris and standards to be f@ll.ll.m@d in
project idemtificition and prepsrationy and (e) the eralvation and anpraieal of prepared

projecta.

101, The a.g@my e prinszy msp@m@i"?ﬂ.ﬂﬁby in the preparation of big and @mﬂp,_@ﬁ @m@v@@.{cs
shonlid not sleo.sRdli¥eé the. p@.@kg}@i@@tnm of eitlier the supsrvising sutbority pr the

- gorporations. This would benefit the project preparation process in at least tHo ways.
"In the sm@ﬁwmg the duty of Irojsct preparation sgir’d be "etter esrved by taling into
account “the oractisal experisnce of almaadly operating uwnits. .This has besn of stretegic
inportance mﬁi@uﬂ&ﬂ.}r vaen butsids @mmamt@ are emgag@d to’ @am?y eut feasibility
gtudies with » tendency to crordesisn plam® @apa@ﬁ'z.@s or To extend the implem@m‘ﬁ:&tim
peried Go t&g@ edrantege of aigher coste that would rebult in higher QORS I L ¢ W ¢
supsirvision fess. In the lomgér mm, participation %oild oreate a reserve @f matiomal
expertise to wydertake the preperation of futuwe projects with preater cont idence. A
case in point has veen the preparation of the Jourth sugar gﬁs"@j@@t‘ in . vhich not enly
corporation management and expsrtise ere farolved, it a nusber of @ﬁﬂgﬁg specialists

2%/ T is most likely anymy that it would be the szue type and number of people
that would staff either the new industriel projects office er the umil proposed |
(within DFSA0 to folle:s imdus%mia‘ m'@g@@ﬂ:s p@@p@mtimo

3/ @m can readily msuslﬁ.m@ sueh a division of ?@apm@i‘@ih{ti@s in whet somd: @E’p@m‘*&ﬁ@
mensgers call "repsat projects” whose size is relatirely wemageadle and vhere the
t@@ﬁm@l@gy imrolsed is a.lmaﬂv well Em@sm Flour ..mill@ and @f“:is]l@ oil mills eve velerant
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were dravn by the cembral plamning authowity (umi@m hed & department dealimg with
priojeote befors DEGA was ectablished) to werk with end simultencously checlk the
work of the @@mul%@m‘t@ during the whole P@Ti@@ﬂ of preject preparaticn. M
the agricultural ;;uham of the gtudy for he abore manitz.m@u projects was predominimt
carried out by tha E&hﬂ,@pﬁm &< OuPo

102, Um@l@m p@ami L.ng @@ﬂdﬁmm@s the corporations appeer te play an importent rele

in the preperation of industrial projects, pmﬁbmulaﬂy if they are expensien or emall-

seele projects, In @z’p@mm@ projecte entérprise.management Tully participates im
project preparatidh, In wost cases corpirvations prepare project profiles for review
and approvel by the poliecy mkers followimg which the detailed feasibility study s -

@&Eﬁfﬁ.@d ou with the psailstence of the Projects;  Tamning and Poliey Department of the
iinistry of Industiys :

Project Appraigal
103. - The Projectz; Flwning d Polley Department of the iinistry of Industry pjl@y@ &
key role im pm;)eﬁt vevicw and appraisal, picticularly regarding the scencwmic and
finsmeial especte as well as the consistency of the project or projects with sestoral
policies end priorities. Tnis department has expsrt groups that deal with the same
bread categovies of subrectors a2 im the (perations Depertment discussed earlier,

.
104, The appreisal of pvojeots iollows a more rigorous procedure then project prépuraticac
hftter the projects ers ravieved at the supervising ministry level, they have to go te
the cemtyal planming avs;tﬁ‘@rity’ which doss nut caly appraise the projecte from the
affieieney eriterin point of view but also attempts to congider social eriteria smd
“brosder policy ssemnes PASD 25 regional developmemts The -central plemning authordty
is enablzd ¢o de thic baoemze of the multidisciplinary inputs that ite several departments
contribute. At project Jevel much of the appraisal is deme by the projects department
(now {he DESA) :od the industry sector department within the authority,while maero
consideration wwe folloved by the department concermed with overell plammimg. Regicmal
aspects are considercd by = newly created phyeieal planning deperiment of the Cemtral
Planming Suprems Covneil, There have been cecesions in the pret where the cemtral plapning
authoritics hove lncated a project having taken owmsidaration other then the efficiency
aund @m mt@ accounts A ense in point is the feourth sugew p@@jmt now uwder implementatieono

%

105. The p@@j@@t again « soms f@i‘@ vevier at the cabinet l@?@ﬂ w“am approval of the
finaneing arvangsinents is escught, particvlarly where finameing from external sources is
involved. thers unternal finanecing is programme —— based rather than project speeifis
(ecgs FOF grants end lomms), the appraisal of projects designated in the programe is
earried out by the cemtrsl plennimg authority as 2 final stage wmless the terms and
conditione @f fﬁ'@u%mg have ‘Haen substantially @1‘%@?@@ from the eoriginsl arrangsmentsc

106, Thm reithsr rigotous, pe@j@@it appraical p@m@@u@a hes proved advantageous in
practios in that it allors to minimize the poseibiiity of overlocking factors that
are likely to erop up in the sourse of project implementaticon. It Ffurther motivates
all authorities concerned to idemtify with the efforte reguired for the successful
implementatica of the dvojlect. U(me cam poimc out that at the successive stages of
appraissl ﬁh@ appmi@mg avthority becomes -the spmm&@l? znd ‘defender of the p@@j@@to

Top
e ot e s = F

31? %@ central pmj@ﬂit agency’s role im m@mlﬂzvnﬁ mmpm@r rescuvces available im

Government institutions has been strengthemed v reaent Jegislotion ‘which Erovides -
that the @mpl@wﬁnt of foureign or domestic @@mmﬁ&ai@y @zﬂgmizai@ns must have the .

prior approvel of the 2geacy (Preclemstion Ho.175/1580 Gpoeit)o




197. Again, ths procedure may ba considered to be rather lengthy despite the advantages
cited sbove, ihers slear criteria and standards for project plamming are adequately -
developed a@d appl. .&@@a eupariénce has proven thers .are no shorter slternatives. So
the concern should Bi yhsthér everyons, at the different stages, is apnropriately mad@
avare of the ocriteris snd standerds ageinst which he appraises amy project, It is *

an encouraging sign that the very first efforte of the mewly established Developmeat
Projects Agemoy heve been directed at the development of eriteris sod stendards ¢o

be spplied within tio provajiing conditins in Bibiopis-32/ At the time of writing
this report a ows pua’h cominar spamsoved -by WINC the ilinistry of Tndustry and DEGA
was underway to m‘&:mr’ﬂ:@@ the documents te project p]l.amji@ﬁ's and enalysts worlking ﬁm
the Mu@trml @.,,wz:m

Pﬁ*@j@@t @@m@nﬂ:&ﬂ: Y

108, Corporation mamagement plays an luportant mcle in project implementstion. Once
the project hes be.a givea the me-shead sign, corperations take the responsibility of
carvying cut detallud ugreys. (iers n@@@@saw)@ zariewing desipns and machizery
spacificktions p@g;az ed by camsulting engineers, bid analysis of contractors and @@n{t'ﬁvmt
m@g@%ia{tz.mo' ARl apwroval by the supervising suthority, corporetion management a]lgs@
@@miu@@s aﬁmﬁl Eﬂ@’m 9@‘:; srection emd installaticn ecmtracts. R R

10C. T44hin Wost @@Eﬁ,@?&tiﬁms the key d@p@,ﬁmﬂ that ta&@@s the mspmmm.biliﬁ'y for

project implementiutim jo the projects and plamning department with support frem the -
-tecinical ‘departm st Tu one case which hes been the subject of am imtervien (Foed -
Corporation), tha aotworthion has ereated the office of project mamager which takes

over froi The WOweE et & particular project ie approved and sees it through comiesioning.
The projsct mamdzrv, ¥u (his case, functions indepsrdently of the techniecal services
d@mﬁm@mﬁ Bt i.:“ anzizted Ly & pﬁ'@j@@{b eng:ln@@r under his responsibility.

119, - This way apy svontiy ‘bm@m@ an w@mgi@ cage mmly E@@@&u@e the proper utilizatica
of the project memss £t e @“p@@ity is dependent on the mmber of projects that would be
generated. Um the ﬂf fhiew hand the training of futvre enterprise mamagers de, im this -
particular case, Sw-orporeied in the set un (ith% prtmtml w'neger is reportedly. selected
and meade to follcuy the progrese of the project - - from the beginming of the -
implenentetion @HQ,L Tt may, therefome, De wwnmﬂmﬂ@ o comceire a set-up where
"gorporation mamagsusn” o retain a clese folleow-up of project implementatien while not
gsacrificing the full nizlization of the project momagement office’s capabilities, B
Brieting @m%emﬁim v gament normelly actively paﬁ%mipat@s in both the preperation
and” impl@m‘taﬁ:'ﬁm o crpumeion projects.

111, Amﬁ% From the mey ;pﬂwezﬂ constraints which limit capabilities economy—aride, there
are other major coneirs: e which adversely affect industrial project implementatiom.
Cue such impvitant foctor has been the limited econstruction capability within the
country. Althougn thirce harve been very few new industrial projects that require
estensive cénstruniion cinca the revelution, even these few expemsion projects wnder
implementation hove bach afflicted with ﬁ.@l@};@ in construetion. The arailable
eoastrigtion @@p@m‘ty ic mo Iimited on the one hand, and se many activitiss compete
so much for the top picce in the priovity listing oo the other, that it has resulbted
in & situation wkere suwn capacity has becaue thinly sp.ead over the varicus sectors -
(@dmatﬂmg h@aﬂ.{chg aprioulture, industry etes) very much reducing the performemce of
the Gea~ " !

2/ Ses @é@l@pmﬁm “Frofuric. Study Agenoys 1) Draft G@i@‘l@liﬂ@@ to %j@@t H@mmimg
in Ethiople; 2) latismel %m@- feafs) Addie Ababe 1979
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112, In the light of sucl d’ipfi@ul{ti@sg a Dbold sfc@p h@.s h&, t@ e {tab:@m teo ali@
oriority @Mﬂm@‘&i@m activitics with arailable @mtmc%i@m capacity — & measure -
thet' i sound to be a-little ﬂmp@p.ml@r foir political and scsial reasoms. Tt has-been
attezpted in the second ‘campeion programe to ninimize the gap betWean @ILé:sms on the
eonstraction -industey end the existing cepacity of the sector which itsels is @au@nt
in the vieicus ecircle of gh@ﬁ@g@ of cengtidiction materials — a maj@m @uﬁgm‘: of ibh@
industrial sectows : )

1130 Coupled with this step, the Gorernzent has “ecided to. z:arﬁti@lly roorpanize the .
construction sector itself to that % cEm carry cut its actirities, for.specifis projects:
mach more efffodently an? @ff@@it’m@“gro It hes Seen proposed to @f@a‘m desalled construstien
hﬁm@i@s ‘&’m‘u‘: '@mﬂcmu@’@w wadertehe & particvlar actirity on the basis of ihe successire
PIrOSERRNes " nomder. of brigafes in three oritical areas —— wilding construction,
vmﬂt@? w@m&:@ amd Aaris- @@m@*&mﬁ@n and road @mstmtimg = are axpectel to be operaticmal
during 1609/31, Tais is axpected not only to fmprove ocmstruction @m@mm‘fm@@ I&g;sg

St dlso to f@ﬁm@@ acsts mg@@iat@d witl . @m‘tm@i@m Il,a:yso

12k Am@th@r inp@ﬁanﬁ: @apamlity et is la@‘lzibmg “m{ehim the @@m’tw ia the mi@%@m@
of an institution that p@a@’rﬂd@s ‘desizn enginesring serrices: For the vast majority of ™
industrisl projects; cutside @@mmﬂ:&mg @mgin@m are emgage’ to wmertake detailed H@@i@
work an? subservent @umﬁi@i@m of machinery inztall lation et very mg}n total and foreign
exchenge costs. The alternatire of totzlly mgi@@ on mhin@fy and ejuipnent supnliers -
hes mever been attwvactive nor necéssarily less costly. " In riev of the long=psried. - e
invelvesz in chtaining adecuately cuwalified and experienced design enginesrs, reliance on
foreign firme or groups is to continue wnless treining.on & messise @@@1@ is to D& -
wndertalkeno - gmrt o that, the supsrrising auth@mity has etarted o schemp of atteching
natienals te tlork with sush @m@uﬂ.ﬁf’@m&@o "’h@ ereation of design @mgin@@mw seriices at
the sactor level i@ & ‘.a;@‘w‘:@@ tmm @h@m_ﬁ. alsa be @if@n gerious. consideration., N

=1.50 Ik a .gi‘c“ma‘ti@m whers indluatraiaé mﬁ:@miges have been ande atat@ @@@mmmi@ @Tg@mizati@m

to achieve -ends uhich go @@y@md more coiFierdial 5@@@@589 p@rﬁ‘a@m@n@@ penitering is. "

particulairly fuportesnt. Tals is n@t anly trie for @upeﬁmigimg euthorities, as may wve .

genzrally believed, but elso for @@i&pmﬁ@m a3 vell 2o entersrice memagemeat. Im'the

prevailing eittation in Sthiopia where & fioct of copgtraints operate 4in consort @m&nt@aﬁ

to cirowmcrise. mansgesent’s ability to look veyond the da}mtwﬂagy affeirs of rupning:

& piam:&p & cubsiotor or o wiele sector, nm@mit@mg @eﬁf@mame in order-te iptreduce a;
oritenece  daprovesnt m@@.m;@ ‘orer the «.m,) o ehould 3e.a. pine qma n@m Low, ﬁ.mu@‘wi@.l

magsmiat st srery level, : _ Co e e L e

115; Eﬁﬁ@miﬁ@ menagenent should "miﬁ@:f’ pérformance’ n@% mm;y {L'@ ".fmd @u% w‘n@t“n@@' N
nen and machines put t@g@@m@ﬁ ‘are achiering sredetormined t&zﬁg@tg ot to aleo appraisce .
the preocess by waich they are achieving sucsh tarrete. It is only through this way that
enteryrise manarement cen properly bs motivaterd t@ worik-out &. perfcrusnce i;ng@w@w@nt :
orogiresrae. tHat can De m&ti‘&w&@@ with the 1 inig.m @@1@.? p@@si@l@ within the frameverk of the
prevailing Sinanedal and other regulations dnd @m@@dmso “here, umder p@@yﬂilimg
regilations and prosedures mﬁ@mﬁ@@ & @amaﬁ ‘counit the. es'pmﬂiz‘“’ur@ of ni@’:f
funds Sefore  pricr approval by hig’in@r a,w&'h@:ﬁ &S, 2 o7 ;s‘é;@:ﬂ of m@@ulw monitoring would
enable such mmiagerant to plan abead. Them arain martly because of this r@g‘tml@tw@
element and pertly as 2 result of systematic momitoring, entermrise mapagemsnt would
aotivated to look touar! tapping potential productivity recerres that Lare no fiﬁ@n@ial
implications and cam be decided vpon witheut resowting to Lirher authority aporoml =
iaprorenent of the worlk flow system.




117> #4& one goes up the hiervarchy of the organizational structure; the ceptrol.

aspecte of perforwance moenitoring tend to becoune sore pronewmced. In the emerpency . . -
situation which prevailed during the past years, it was ¢o. bz exppoted. that supsrvising .
authorities were more precccupied with preducing sud delivering. the goods thenm with

how the goods :{including ecst coneideratioms) were mroduce’ snd delivered. . This
situation where supervieing authorities were unpreparsd to listen anl wnderstand
problems even when wonitoring the first campaign prograwme, had been = gource of .°
frustration of no ewell measure

NIN2 &

118, The otablé general conditions sod the, relatively well established organizstiomal
structure currently prevailing have since sterted to provide considerssle owpertunities:
Mow superrising authorities teo use the perforuance monitoring process wot only as & . .
besis: for comtreol But also as & starting point for fdentifying short—run. support acticns
+ b well as & hetchidg grewmd for long=run sector wide performence improvement programsy

1180, fs for as mondtoring production goes a reporting system hes bean developed -which
many enterprises and corporations adhere to. At the eaterpives level, depending om

the nature of the activity iteell physical production is monitered either daily or ,
weeklyo - There amual target figures are broken. down on & daily and weekly basis, which
most enteirprises interviewed ecould do and have done, it becomes rery simple to cheok -
performance’ againgt targete set. This is not only helpful to Jiscover chortfalls amd .
the bperationsl causes for thess (in many, such caises are also reported) but -alse, - -
apportion. additional daily production quotas over & peried in order-to.make up for .
preduction shortfalls, o y C

123, Znterprisés prepere and submit rhysical production reports uwsually on & momthly

bagis, - I rare ceses whers corporstion menagement has o keep dlose Zollow-up on the

daily production of essemtial camucdities in chort 'supply daily mroducstion figures are
reported to the corporation — edible oil aud flour can be cited a2z exammles.

121, Reports are inveriably prepaved in written form an etandard Zormats d@f@l@p@d : o
for esch enterprise. Reporting is formlly signed by the production chief when submitting-

raports to the gemeral memagewr who, in tuFn, sisme reports vhen transmitting them to .
the corporatiom. iamy enterprises use check s op Yhich they coupare targets ;..

againet actual production dita by vericus m (2cge charts) which are readily visiple : -
and ezoy to understand,. This is prepared for weekly production figures. The same - -
information is also preparel in m chart or some other similar form and exhibitad at a .
place within the emterprise (s.g. the trade wnion office or clud) whers workers: have .-
opprotunity to compare targets iith sctual producticn. Figures for this purpose ave ... .
ocupiled an’'a monthly besis and, in scwe ceses, further broken dowm into actiwity.:
coliponents , 'provesses or sections so that workers can rveadily identify themselves with -
these and compere their performance with the tarpete. In cases where cne activity
detertines the level of performence of amother, but vhers in-built technical botllenecks
are non=eitistent, such 2 systen has holped to indupe interaction among Workers to
perforu- Batters . : ) . n

122, Other physical _:"m@_i@at@m_ used in monitoring ” Berf orHance ‘ 35 -
-include check boerds on which time based prégramses are commared with actual statuss
In one czoé observad, there was such a check board on vhich smong othere the time..

end peried programued for ordering imported inputs.apd preventive maintessnce.of oritical.-;

machingry and m@m‘% wers risibly displayed in the mans.er’s office.

&

by emterprises mnagement - -

g
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123, 4o wmepricned earlier; cerporaltions recsive weekly and mmi’ehly mp@ﬁ:ﬁg fmﬁm .
eaterprises. They, in turn, susmit preduction reports every momth to the superrising
authoritys Waile ¢those weporte are the pﬁ?mcip;%l teols of the monitewing eystem, - -
reguler discuseions with emferprises memegers and poricdie on—the-spot visite to emd
personael inspections of plants supplement the fermal menitering @iff@ﬁt@e Reporte
to the seuperrising authority also include a written accouwnt of major proslems encoumtersd
o @xz;@@{t@ﬁl and needing particular attenbiom. it the supsrvising suthority level
menitoring mp@ﬁb'@@ly concentrates cn ouch probien erees oa which basis risits to
enterprises arve progremmel for the expert groups dealing with sub-séctors to ‘wmdertake
m%%ap@t visits and discussicnss These programmed visite and disecussiens vwhich
have daen introdused recently, are expected to provide opportunitvies to th@ supsrvising
authbority to get better nequainmted uith operationsl problems at close renge and devise
Performnne mpmmmmﬂ; DrOgremnes on & mors svs‘t@mati@ bagls. The supsrrising aui?h@ﬁ'ﬁi{by
submits menthly reporte te the CEEC wmmh uses such reports to moniter sub-sectors agaim

thr@mgh -BRPOTL . GrovDEe

124, InTormation contained in the dmthly FEpOTtS COTEr {th@ following ms jor itemss
The numer of workevs (mandays) used apd th@ vege bill, comparative production figures,
gales and stecks.

125, It is avident from the abore, that a predominantly physical production m@mﬁﬁ:@@ﬂg
systen hac buecne operative. - Perforwence, howeser, iz not only limited to meeting
phyeiezl targets and co supsrvising authorities must address themeclres to monitoring
the @ffi@i@m@y =3 ecopomy with which resourees of state enterprises ars being managed
A major bagiz for such monitoring is reguler information on costs and revenues.

125, Tae existing monitcring oysten in Zthiopia does partially provids for financisd
reporte te be rubwitted by state entervrisaes eTery tares ponthe and by the supsrvising
autherity every four wonthe, Xn edditieon, it is required of state enterprises to
subnit emmuel repo.ts on %helr oprretions and fimemeial accounte for each Tiscal

FEALS o mj The latter and the ammual auwlit provide a besis for eX _post evalustion and
accountabilily of esterprise perdormmnce while the former showld @ff@ta the’ p@ﬁm@iml
instrumients for manitoring nerformmmce and for teking imrediate corrective messuwres.

In goite of t]]msg, present efforts are mainly divected at comparing original bmd@ﬁs
with aztual ©5 uras 1 a quarterly basise

127, Mﬂ;h@ugh the introduction of this reguiremint goss & comsiderable wey t@w&rd
enhansing the ezisting system’s usefulness in meniteriug both physical amd financial
performance, it falls short of the attaipable goel im cae important aspest. The
pro7isions for finsncisl reportimg consider the budget as the only aveilable stapdasd
against which pesformemce is ueasured. This impli@itlyn@aswm@@ that all possible
cansideretion of all the known factows has been taken at the time of budget preparmticm
snd finel decision. This may be perfectly acceptable if the exsrcise is limited teo
measuring fiseal pecformamnce. (m the other hamd, it is caly too well knewm that there
are profuctirity reserves thet can Do tappsd and cost-saving schemss that can be
wounted under the prevailing operating comditioms of industrial enterprises such ag
these in Sthiopla: This should ba of pmatmuiar significance to sup@wwimg authorities
fn censral and industrisl meadagement at the variocus 1@7@1@ y in particulars @th@r '
standardes myet be used in mﬂﬁbmg the ormanne of state enterprises.

T/ Des HA0, s Proclamation to Provide for the Regulation and Co-ordimstion of
Publis Financial Uperations llor 153/L070 Addis foabe, June 1679. These reports
are expected to inelude balames sheets and profit and lese accowmts.



123, The problem herd. ds tiet “here nre pe- ~temdanis doreloped -az rete The costing
systen et enterprise level is, ot beet, afili rudiuemtary., It is not meny enterprises
that have an edvcuate accoumting set—up or that have ss yet idemtified the major
indicetors for. monitowing of pérformmance o thet hare dersloped "sout standards”.
Thile the almost umivarsal :problen of shorbage-of el iled manpiwer contimues to affliet
. the pperation of such a system evem if it vere established, ths faot that a cest
accovmting syetes is nap-enistent for nost emterprisss has to 2 large degree temded to
misdirest orrrent zfforts in the progar utilization of wheterer qualified menpower-

iz, available in this.fisld., - o T ‘ -
128 B geuld, thevefore, by impertant for the oupervising sutherity, in the firet
ingtence; to etudy and develop‘a wessopanle sost aceawrating system cn the basis of

- hdch covporation end entermriss menagement can frrther adjust and instell the systen
- o meet thair spscific ncedss  Come corpovations zre stviving to eet up & systems

a fow can fortirately take adventage of well established systems that slready exist
in one or the other enterprise wnder their supervieion (=.p. the Textiles Corporaticn,
i2 in sunsli & pandtidn thet some of the textils plants Vsrmerly opsrated by foreign
mandgenant have ofthwr a. strong costing systam ov inventory ccntrol system that can
be imstalled with little difficulty ot corpovetion level). .

130, Zaviug svid that, orn must 2xgben to odd that 2 svstra is geed enly as long

a8 it is ueod to detiel wrjur divevgeneids fron the targst either way. A system thet-
perpetuates the sollestism of vapased but ~abls informetion dose nov enmbapce monitoring
eapecitTs on the eoxiravy It may wealen the cepuelty of superrising autherities to -
select bucawse of tco wuch informaticn dnd glve vise - to & situsticn where indelemt -
enterprise manegemsnt may bo inclined to "invent" perfernaece data im the BHilief that
they wonld not be easily dindovied. Opirating wémagrment cdp hardly affer.’ to merely
golleat data for postority. %ne frognrmes of waich moniforing inforsation is received
may also haveée ita.«ffcets ~n the sevrelity «f the supervising authorities to effectively
use the syetem, IXf informeticn i rranived barnd W anpehilitdan to handle such
informition wier a given data presncéding and soalyeis teclmique,. it is likely to
divert ‘attention from concentrating on.probla: arese *hat need urgent solutiom. A -
cage in. point may be the mothly vepsits cubmittad by the superrising autherity to the,
central tlamning beiy. Althoih one.msy see the nsed fom the detailed information and
the rather high fromenry av waich it 2e roeclived-uhb the ivitial stage of operatimg -,
the eystem, presmt indicalions sre that ite relrtive value for porformance monitoring
has already stouted to ducline zf that supsrvicery lorels ” T
131. Under the clscuastonoes, sugseeting the progressive use of seleeted -indicators
my be otvious, rub whéther the ebility to scleet ouch indicators exist is lees soo

Tas eritical fastors and logistics affseting the performance of emberprises may mot:

e mady but vary eufficiently betweon ani among cnterprises thet e listing of indicators
thet -are wilversally: cpplicekle to mest situations may net be ro casy. Furthermore,
sctting of multiple tavrets to ba performed by industrial enterprises (sconomie, -
£inancial, and soelal) is likely to contimme; so it would not be poveible to use a
single measure for performmnse in such & situstion, In the light of this situatiom,
one tdn only toy to lay dom a brosd prineiple cu which bamis such indicators should

e derslopsd and used by indurtriel managoment and supsevision at differvent lerelso

The indicatere for monitoring pxriovence should Ye comstituteld in such & mammer that
their use would eneble both esterprise mapagement and supervieing autherities to
corractly respmnd to waet thes: indicotors offer by wey of Indicating the courses of
action. The oritical foclhor. which thic study attempted to deseride seem s good &
starting point as says . R .o
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132 Theds m@i@aﬁm m @@m@%ﬂ@@t 2ll measuwable im f’;‘l@ﬁ@@ and @zmit@m% m&m@mﬁt“

performesice isiell tdo well Lﬂz@iw@@?’ with - the ‘level of mﬁ?@m@@ these indicetors p@i’mi‘s’

too “:Eh@ li{t@mitw@wm publie @nt@fpﬁg@ p@ﬁf@m@n@,@ p@in'{ts %0 "Jl’maib is. yéferred as .

Thuman’ Fessurces: accounting® ad one measure of . .performance, é%?@rz@@@mpatﬂm with a@hi@w’jmg,

short<tern resulis creates fmaé@uza@s o @n{t@ﬁ?pms@ ‘memegendnt thet ere cometimes crusial

in schieving predetermined tergets. It is therefore scmstimes sugprested fv:hait enterprise

m@mag@mgmﬂ: be also apnraised ou its e bﬂlnﬁ'y to cope with such L@i@@@@uﬁ@@ ‘end" maintain
state of. @mﬂmza{bi@m? bealtho ﬁfﬁ' m@:gr 98 of - {nterest to lmiww that good laboue.

E@l&‘&i@ﬁ@ was u@eﬁ a.;s & ieasure:of high mamag@m@n% gs@iﬁ@@mam@ izm the @a@l‘y V@&iﬁ’@ @f

p@@tmm@v@luﬁ'i@n @"ﬂ‘,_ﬁalml a.pp@ai@&;&o - e TE g

Y

1330 Ml " s{’:&m@@ﬁa@ and HeAsures’ @ﬁ p@?f@mam@ so far mmﬁ:n.@n@d may se_based om .
vhatever internd¥idnsl ekperience moy. exibt in working ouf.ouch stendards — rafe. M;—-’é- o
of return lerelse Profitebility retes ebts, Thess measures ha-v@g Enm@*:r@rg b@@m mﬂiﬂ@i
and adjustes by strong social and other non-sconomic objectives ‘and” pol icies which aire
netienal, gngig “to that d@g’@@g lese @@J@@%if@ than some internsticonal or unirersal stendards,
ti@mg it wagpile p@ssmll,@ to apply womparative performmice &' anderds betwesn
Qgﬁ’ﬁ,@t@ ‘entérprises: where the leftér coexist with she former and oparate. Teege=
sl medim-seale Hiiltrdal wmits, ‘here such a situation does mot prevatl should hot
ure B iployed to appraise p@ﬁf@m@wgtmdar@@ thet ane not only self="
made amd. 5@3}5@@@11@:3@ There may be fearbd expressed fhat:a state sector’s momopolistic
positien wRYy @Eﬁ@m@@ i tndifferenee. and “underini ity efficiéncy; ' there may be signs
here and elsewhsre thHEE stch a ‘situstion 1y bave sdversely affected enterprise managthent's
behavicur toward good quality production amd servies, These are damger signe that must.be
appraised even if @mp&.i@iﬂ: Covernment objestives and poliey havre oreated the dl@minmm@
of the state s@@%%ﬁz% - Comparigon with performsnce etoudards of enterprises or group of -
anterprises ontside the country should bEi'one way, Even though obtaining the requ i?@@‘l
information f@ﬁ‘ the somparison $s. a@lmi%@d}ly diffieult, this aree of activity may- .ba°
epe of meny which ECA and other -meglonal @E@i@a@i@n@ may neéd to pay inereasing a%tmtim
to. . :The @@mpm“isam of p&‘rf@mm@@ b@%ﬂf@@m -and amctiy state enterprises in.different - .
Afrigan @@@m{tﬁ'ﬁi@g would -4lso -be m@ﬁ'@ mil.@wm% @@@@,@g@' ‘E‘h@iﬁ“ 1@%@1 @f d@wﬁ@ﬂ@pmm{t i@
app@mim&{c@ly tﬁe game. . fe . g ¥ . T A AL n“
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B&,m Pz @mi‘ﬁ:@h"i@g p@@g@@t ﬂmplam@ntati@m is pi?m@ip@lﬂy th@ rc: o ﬁ@ility of the pﬁ*@j@@t
plmmg and peolicy D@mmm@mt 6f the liniatgy of mﬂu&?wo Thi@ s carried out by
medhs off cuarierly ﬁv@@@m’tg whi@h compare the" impl@m@mt@tﬁi@n of 4he. mwi@mé @@mm@mtg

of the pirdjeat against ﬁh@ @ﬁgﬁ_ﬁml schedule _PE® 3 "Iﬂnis f@l‘l@wmap mlud@s me‘ﬂ:h
[ﬁwsi@al mﬁp;l_.@méntatm amﬁ"’fimn@i@.l impil@mmnt fomg,saa

ﬁ"’“" ""Ifi" ‘..g'!.'.,L‘,

1350, ‘Tﬁz@ pl@g?@i@al ijaﬂ@l@m@mﬁba%i@m m@p@ﬁ% jga‘i,stgzn a1y {bh@ ma.;;@zzv a@t;ﬁ{bi@g {Eha{‘c yere" @K{%@@‘ﬂ:@d
ﬁ?itg‘ﬁgg_@aiam@d gt élmﬁnggﬁh@ quarter im-“ibh@ g@aqp;.ia@m@e= in wl’qz.@h p@@gj@@{t mpl@m@mta{tﬁ@@ is-

oo

expedied €5 iprocesd in fhe Tis1d and ‘o

Sibbal “percditi impl@mm‘&@élo Th@ fimmm impl@mamtati@m '

: £ HEs., ]
- mp@:ﬁ‘c provides budget snd m‘tuﬂf @x@gm@lﬁ.ﬁgmm
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1360 The reports are mormlly tramsmitted by the eorporations to the supsrvising

authopity. They ehould include am ss@@@mmt off {El}n@ maj@? problems encewmtered and

any: steps ‘taken to solve thamo Projost " implementation reporting.is wswally .

supplenented: by on~the~spot " visits and in@p@@ti@ns by both th@ gm&awmimg @uﬁh@f’ﬂ,{ti
@mﬂ @@Eﬁp@?@.{ci@m m@mg@ﬁu@mr& 2 T _

”If‘h@ Eieimt@ angdl m @@——*@@m{tﬂ@ @@@‘i&@@

137 . A@@@E@iﬁg %o available statistics o the - pﬁvivay"@@ sector a:tt pmsmt cérries cut
induetrial activities in all branches except meat and dairy processimg in the foeod
sub~sestor, priduction of melt liquors in the beversges sub-sector, tobacco processings
painte, varnishes and glass manufacture im ¢the chemical subb-sector; and the iren and
steel basiec industries. The sector samtributes about & of the gﬁ@@g mﬂu@ off total
Industrial. m@ﬂmﬁi@m@ R S " o

<. &

138... "'Fi'{thim the private sector i{ts@lbf &bout 35% of the gﬁ@@@ mil.u@ @ﬁ' pﬁ’@dm{tnlm is
acogunted for by foed proceseingy.12% by beverages and 217 by wood and cork products..

' &M’Iﬁl@m@:@ $aken by industrial groups, the share of this sector rarvely goss beyend 207 -
,gf %@t@l,gﬁ?g@g@ wlm@ of production, some items produced by private indvstrialists: heve -
significant. shares. For instance; 17/ :of the total gress valve of fndustrial- p@‘@d@.@f;ﬁ.@m
fowr T@ak@?ﬂ@g amﬂ @@.ﬂn milling ds accounted Lfor by the private sectery ebout 57 of
wogd gmﬁl @@f’k pﬁ@d@@%@s 22% .of fabricated mstale excluding machinery and equipmemt -

tr;ﬁagg pmmmhmg -and -allied- pmdu@t@ is a@@mmt@d f@ir Ibv 'th@ pmv@t@

1390 Th@ aib:@m ctatisti@g imdi@@.{c@ that ]p@iﬁt@ imdu@ibrial @s{bablishnm@mts szaV g .0 .
si@mifi@mt role in the production of.a. limited nuber of mamufactured goeds, d%pﬂ,t@
the overall d@mimama of the state sector. The organizatienal and legel fremetvork -

il whi@]h ﬁ:h@y operate has been d@mm@@d in the first -section of- the report. . The -
m@@ﬁbaml, constraints which face smallwg@al@ industries may be the sama as th@s@ @f
sf:a{t@ fndustrial gmt@m;m?ﬂ.awg with lower megnitude buk, at times with mowre intensity -
because of, the, tn-built bies of @t&mhﬁimg higher priority to the stete industiial LT
s@@i‘;’@i@o The private sector is comprised mainly of emall-seazle industrial wiltas - - -

140, Smpll-goale industrial establishments face the sems problems as the.stateepber—;
prises in the anquicition of agricultural ray meterials. In the face of @mmp:@ti{tal@m -
with state’ @mﬁ'@ﬁﬁ?ﬂ@% end wesh orgenizs itm.@m@ to ctain such ey mat@ri@lg Wi‘m@i?@ th@y ’
are from the sams' sm@p 2 strong ‘bacit up @@ppbﬁ to state @sm'temig@ by government
instifations and hedd orginizations meles the effort of ‘ths ‘Bmeli-pcale mvat@
@mﬂ:@mi@as to @@@m@@ &t full or =t Boie' f@asmbl@ capacity that migh move arduous .
Tn the froe of rather severe foreign wxchanpe constraints and the medd to follew &
visble monetery poliey, it' is only obviocus that priority would be givem to state .
enterprises’ in foreign exchange and eredit’ allocations for operating, costs. }abour
relationk’ probléns tend ﬁ:@ ba more p@@m@@m@@@ in private indvetrial @st@blighmmﬁb@
partly because of ‘their smail”size, Tn biief, the same profiction cimetraints as. these
in the etate’ destor fash" ‘t]h@ @‘fﬂv@ﬁt@“ ‘Bettor. @m.'lly widhi- geeater intensity, th@ @mil.y T
exception B@ﬂmg the nin=éxis sk g probléms — the sitmti@m . pﬁ'@mﬂi@g
forr most etate emts mi@@se. .

Coniral. Seatistical Cffice, Results @f the Survey of Lanufecturing
1676/77, Addis Abeba, Jemuary 1080,




141, The added problen 'is that while privets industeisl enterprices are expected to
operate within the designated aress (mainly consumers. goods preductiom), they are mot
ineluded in the nicionel plemning exereise. This indeed has been very difficult wmless
the lerge mumber of ewall-scale establishments are orgamized in such a mauner that .
they can be 'handled by groups Although the chambers of ccuseree may.be -expested to:
play the catalyet in this regaid, there are me definite programmss woried out as yet
- Por establiching aseceiations of prirate industrislists. Coupled.with the weertaimity
attached to-the chaubérs? promotional policy of the prirate sector, this-situstion has
not smich helped gorermment sgencies which try Lo assist the smmll-scale industry
subsector in accordance with government policy statements, - oL -

142, Ta spite of this difficulty, IASTDA bas reportedly selected soms 164 small-scale
fndustry establishments mainly éngaged in the sroduction of processed foed ftems; -
" agriculturel implements apd construction materisls to sudmit their preduction programmes
for veview apd inclusion in the newt cappeign programme. DBy this means, it is hopsd
thet the peeds and constraints of these esteblischments would be established im the ‘plan an:
appropriate support in terms of such factors as the supply of rew materials and the
provision and allocsition of credit and foreign exchange will de faeilitated. The .
establichments selected ard lecated in Addis Ababa, Akaki, Dire Jowa and Asmera, the
main industriel cenftrés of the country,.and the ceverage- is esmpscted-to extend to.other
- swaller: trhen centres as and vhen puffictent experience Lias been gained. EASIDA hae
off{ces -n the fourtesn reglons.and G4 'of the 102 swrajas .(sub-regional units) of the
comtry besides Addis Abada.. . - 1o s _ . e
143. In considering new investmenmte and new project development,- it may be obsepved
that the indigencus prirate enterpreneys has traditionally been more adept alt comserce
! and veal estite speculaticnm than et .telking a risk in the menufacturing -industry secter.
© Conséquéntly, despite the rather favourable- lapreseion that the statlistics resounted
earlier sy give (s situation stemming fronm the parrow industrial base of the sountry)
4t is & fact to say that prirate traders outmumbered amd still outnusber private
industrialists by the hundred fold. In the light of this background and the added
Gncortainty’ -that may have béen:icreated uader the preveiling comditieps. it would be
rether unrealistic to ennedt the indigencus’ privete sector o be the seurce of mueh
of the imtiative to establish new smll-scale industries. Sop) much of the initiative
%o expend the smell-scele sus-ssctor bas had to be takem by the Govermment —— witness
 the recently coupleted idemtification of emall-scile induetries fren whish the prirate
séctor has pleked & £éw. This may be as well, bt it is obeervedle that the willingness
of the private scctdr €n follor this' lesd hes mot measwred pto qupostations, Om the
othed handy the expinsion of the small-ecale industries-eub-sector, side.by side with
large-scale menufacturing, iz of strateglc importence, I& i3, therefore, neceasary to
look for other strategies that would initially spable tocfilil the gap and in the long-Fum
to take the lead in the development of emall-scale industrisso. : . .

1k The Covermment iteelf: mey umdertake to establish smeli-scale industries, but. -
this would be too impractical bscause of the size of establishments end of their wide
geographic dispersion. The other app soach would be the promotion and upgrading of
handicrafie protubers co-operatives. For:the remsons explained earlier, profucers
co-operatives will be much more cmentble €o central direction end guidence. In regarx
to imtegrating their producticn plans; ZASINA has underteken te exnarinent with the
snclusion of the production programmes of six producers co—operatives the mast
campalen programis. TASIDA expected %o be able to momifor their perforuance through
its reglonal offices which ave currently being staffed with techmical and book=keeping
. P@f’g@ﬁm@l‘)‘ " . .. L Lot . o . . . e e . ( .

o
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18, imother approach that i: currently under sericus considerztiom by the Governmsent
in the effort to mromote simll-seals-industiries developnent is thé ereation of imlustrial
ec=operatires. - -Guidelines of'a eimilar nature as those prenarec. Zor handiecrafls. producers:
co-operatives dve under preperetich. ' Industrisl co-operatives are oxpected to b2
ddfTerent from hevdicrafts procucers! co—operatires in two s jor aspecte — ope.is thet
indugtrial co-opsretires would use wore machines that are els0 more.sophisticated.
Secondly; uecubersiiy in inductrisl’ ec-operatirec would rot be reotricted to. operators or
tiede practitionesss as in hendicvafts producers co=operatires, but can imelude nom=
tradie’ practiticnsre ineluling Susiness managers that' work within sueh co-operatives. .

The latter polit should be adle to provide elternative opportunities for indiridual
entergreneurs with sxills asrl resources, other than those possesced by operatives; to
benefit by partieipating ir such co—operatires. If these guiislines cous through ac
expected; the eignificamce. of this poliey in emadling usable, wt potemtially idls,
rraditicnal conmercial s=illa of the majority of the indiresnous private enterpreneurg to
e interseted in the caall-seale imdustrial derelopment process should not be mderrated
by all eides comcarned. : .o » . -

145, hs mentioned eaplier, there are plans to- establish model industrial cc—operatires.
At the modent, BI04 is in the process of -initiating the establishment of a medal .
blaciemiths co-operatives as & pilot project intended.to trensfomz & handicrafts produscers ©
co-operative into an industrial cc-operétive. Yhe inputs roquired for the model |
co-opsratives are exmected to He made arellable by both the Government. an’ the co—opsratire
aciibers «— Governasnt inputs consisting of Uwildings, wachinery and equipment while ..
s ec—operatirves will put up the working capitel requirements.

tae prodies

147; From the ebove brisf discussicm, it is possible to conclude.thats

: (-é.')' Bm&u@@ of the narrow base of the country’s Emdustﬁai production, the private
sectér's contFibution to fndustrizl production, although emall overall, is significeant
in 2 feu selected aveds of industrial actirity where the state sector concemirates om

relatively large-sczle esteblishmentss :

(2) The private sector Taces more comstraints in%bhé pﬂf@ﬂu@‘ti@m process partly
due to the leck of elear prouctiomal policies and partly becavse of the prierity
addoried to the gtete and sacialized secters: .. Tt s e

T (s)  In the aves-of nex irvestuents and project develoment, the traditionsl
inibitions of ths indigencus prirete snterprensur o tale a visk in industrial actisity
coupled uith Bie prevailing uncerteinty ebcut his role tend to liult the prirate.
_séctor's resourcefulness’ in-the expansion of tis smell-coals industries sub-sector;

“(28) lecauss of (c)aboveon the one.hand; and the etretegie jmportance.sftached.to
the develomment of the small=geals infustriss sub-sector alon sai’e state—cuned anrl °
operated large-scale menu’acturing, the Governaent has to lock for alternative means
that weyld Urfdge the inifisl gep and agcelerate the mediwm - .an7 . long-temm expension
of gmall-scalé industriesy: - T S e o R

S e R

. "7 (e} i vigovous progreime is ?@@ing puzsued for getablishing visble small-ssale
imdustrial production urits -thirough-the ereatiop of industrial co=oparatives anl the
promotion and upgrsliing of iénderalts piteducers’ co-opsratises; emd -

: (£)' The forthecuing policy end riuidelines 4f established as envisaged, ould

seei to provide sufficient opportumity for both thse Government end the indigenous .
privete intorpronous: to put historicalliy and traditionelily acquires skills and Tresources
of the latter to Detter use in developing capsdilities in emall-sczle industry development




IIX. G@@@rnmeﬁt Policy and Tnetitutional Suppert

148, The tople of discussion relstes to & wide variety of items, the more impertant
of which sppesr to bs the provision of: : ' : :

- infrestructure (aites, utilities etc.) : o

- finaneial and other incentives {ersdit; "texes, foreign exchange
allecstion etc.) : :

- marketing services

- trainlng services )

= fndustrisl infermation and . :

- over-ell institutionel support specific te the entreprensurisl groups
identified.

148, In the stete induetrial soctor, as has bsen observed, meny of the topices .

sre embodied end find expression in the orgenizational structure sedopted in order .
to trenslate povernment objectives, strategies and policies, in this field of econemie
sotivity. - As & conseguence . state enterprises end corporations jointly are opereating
units in their own right as well as policy implementation units expected to act as.
terminel instruments ef industrial development im the state sector. Mueh of
government policy support in-this regard, thus finds expression ir the .ssveral
legislations, directives and contrel syeteme discussed earlier and governing the
functiening and performance of these industrisl orgenizstions snd supportive
ineticutlons .

150. The funetioning end performance of the eo-operatives would depand ae much on
the individusl and colleetive hehaviour of their members, meinly due .to the stated
prineiple &f voluntarism, es on government pelicy and institutlenal support to
mobilize their efforts end oerganize and promote their industriel ectivities. As.

a result central government policy towsrd co-eperatives has bebn’and.ds likely to - -
continue to be, as compared -to the state sector, more indicative than direstive ..
based on Faeilitetive legislstion and detailed guidelines rather than on strict
adherence to rules and controls. ' Given the socisl and pelitical’ system im whish - -
they ere expected to operate, co-operatives seem to offar ‘opportunities, in. the
long-term as well ‘as in the medium term for government to accelerats the scciazlization
procegss as well as to promote the expansion of small-stale Industriss sng enhance
their complemsntarity to larese-scale’ manufacturing on which the ptate -sBCtor is
expected to continue to concentrats. Government polisy and institutional messures o
co-operatives, some of which have besn discussed sarlier, have been clesr and - .- °
reletively straightforward.

361, TIn contrast to the above; 'government policy tewsrd the privete sector hae
tended to be charscterized by smbivalsnce, psrticularly st the implemsntation level
sven after taking the existing polisy framewerk into.coneideration. A vew of the -
topical issuse mertioned above hsve been briefly reised, ig pesesing refsrencs; .

mave &s constraints rather than items eenstituting.goversmer’ solicy support te the
privete sectér. While: HASIDA end the other ingtitutiqne eonebrned continue to
attempt to provide some support services as and whemn requested and required---



identivicetion, prepsration. review and follow-up of smell-sesle industrisl projects

By HASIDA end the Apricultural and Industrial Development Bank (AIDB),- settlement  :v-
of labour disputes through HASIDA, finances through £ZIDB snd the commercisl banks=-

the preveiling situation sesms to have HASIDA more inclinod and better pr@paﬁ@d to
hendle co-operatives rether than individuals.

152. It is possible to deduce that thsre is need for the development of & clearer
policy in order far the policy implementing agencies as well as For the private
sector to be asble to chert out a realistic ceursza of action. There is imAfermatieon
that such & policy is under preparation: but not knowlng ths contents of such a
policy, it would be rether presumption to ettempt an ssssesment of its implicetions
on the future role of indigenous privste @ﬁtr@@r@nourship based on p@TE@ﬂ@l opinions
and fregmentary informstion. ‘

153, Having declsred the sbove intention, it should be pointed out that thers is mo
int@nti-n to discuss all the issuee related to government poliey and inatitutional ‘
lupp@rt al related even to the two r@m@ining enterpriss =Troups. This iz a@-partly
becaugs some of the illUESp such as fiseal and trede policies and incentives,’

have' such wider implications than éan ressonsbly be handled within the terms of
reference of this study. Furthewmore, as can be noted, meny of the issuss have also
besn discuseed in ths preceding section. In view ef this, this section is intended
to cover thoss tapies related to issues which have elther not hcen discussed or have
not been given adequete attention earlier in the repert - viz, trniﬁingo t@@hn@l@gya
labour policy and institutional mettsrs relsted to these.

Ao Manpower Traiﬁing

154, Throughout the preceding parts of the r@p@rt @ T.CU?TiﬁE r@?or@nge hes bcen
kbdeshiortage or lack of trained or skilled manpower as one of .the major constraints -
facing the development of ths cépabilities of the entreprensurisl groups @onsid@redu
Despite its small size, both absclutely and rslativsly, the = -

manufecturing sector seeme to suffer from the shortape of middle and- 1@@@? level
menagerial and teshnical menpowst .more than other eectors of ths economy. Ths vast
mejority of existing technical workers can operate machines and saouipment not bsceuss
thay have been formally trained for the job but because they have eccumulated the
experience through the years = it is sstimeted thet. only 10-12 per cent of thaess -
workere have formsl technical treining.” Many of them had scquired whatever cepability
they heve within the Very limited opportunities offered through on-the-jeb training -
by the former enterprise @wnersfm@nagers mﬁny @% e happ@n@d to be for@ignars before
the revolutiemn. :

155. Although the menpower constraint is herse to stay for & @@nsid@rabla p@fi@d to
coms, efforts to Fill the map heve besn stepped up in seversl dirsctione beginning
from the past four or ¥ive years. ' Apairt from action tsken to restrusturs the
educstional system to lay emphasie on sclentific and techrical education, the majer
effort in industrisl training hae been directed at upgrading menagement and technical
skills. of personnel working in industrial enterprises and, more recently, by erganizing
short-term treining progremmes for te@hni@ianl and junior accountants te b@ posted in -
dif?er@nt BRterprises. - . g




156, The. National Productivity Centre (MPC), briefly discusesd in the firest seetiom
of the report, is ths major povernmsnt institution concerned with the progremme of
upgrading manazemsnt and technical skills, WMPE’s training'pr@gramme COVerss

&) Manegement treining including menerel m@nagemént; management
accounting, personnal management, production memagement asnd
marketing and distributicn menaserent:

b) Vecational training in auto-mechanics, metsl work, . welding, elsctrisity,
eonstruction woodworke and lesther; :

©) In-plant treindng.

157. 1t carrize out this programme mainly in its own treining (workshop) facilities
vor vocationsl training cnd in the plants or at corporations where the latter have
the facllitiss or their own treining propremmes. MPC also provides tredning dn
teaching methods to gualified pereonnel who cen in turn train lewer-lsvel techniciens
within the enterprise or corporation:’ it also assists in prepering curricule <o
enterprises and corporatione which hsve launched their own treining programmes. In
the ¢ield of resssvch, WPC tollecté informstion on up-to-date manegement technigues
end technologicsl innovations st internstionsl level es well as some management
innovations sdoptsd by local snterprises and disseminates the esme to those concerned
or reguiring the edostien of such technigues.

158, Ouring the past Five years (1975/76-1879/80) MPC. hes treined & total of 6,254
psople out of whith 3,573 in menegement, 1,526 cn-the-job and 1,355 in, vocational
treining. MPC plans to trein & total of 3,500 people during the 18980/81 fiscal yesr
(1,200 in menagement, 800 on-the-jou, 500 in vocativnal]. 35/ .

189. ODuring discussions. it wes understood that many of the snterprises, particularly
the smsller enterprisee and corporations have henefited From MPC training progremmes
and that vizibie incress=zs in productivity have been attained after treining . progremmes .
The larger entsrprises and corporations such as the suger Corporation which have

their own relatively well-sstsblished treining programmes seem to Use relatively
little-of ths MPC technisal training fecilities. Although these corporstions have

more nesd for menagement then technical treining, it would appeer that the training
standards of MPC in thie respect would hsve to bs upgreded in order toc be sble to

eater for the needs of the well-sstsblished corporations. )

160. In one case (the Food Corporation), & somswhat elsborate scheme ef internal
training of enterprises mensgement snd technical steff hes been put in practice curing
the past ¥ew vears. Thie iz @ echemes in which fresh greduates werk .under senior

etaff for defined period, usually three to four months, before they are put in factories
as understudies or sectien chisfs. .

28l. In som2 cases, operations tie treining programmes to project devslopment
schedules, In the Metals Corporetion for instance, it is understood that meny ef
the top-level menagemesnt, enginesring and tectnicel persennel to such projescts in
the pipeline, as the Workshop Complex, truck and trailer assembly, tractor assembly,
are already under training.

35/ Watlonal Productivity Centre, Budget Request for F.Y.1960/81, Februsry 1880.



162. WPC meinly concentrates on industrial treining for state industrisl enterpries,
It ie, howsver, understood thet 1t is prepared to extend its services particularly
to the co-opsratives through HASIDA. In this regerd, MPC intends to provide services
in treining treinsrs whe can eeguire both the skill and tesching methodology through
the MPC programmes. There is no orgenized programme for the private secter, but
individuals can attend treining courses ss and when spasce is eveilable during
training progremmes provided to the others.

183. HASIDA itself provides short mensgement treining courses to co-operativs

legaders and intends to stert its own technical training prograwme for co-operatives.
In the hendierafts sector, HASIDA hees reportedly trained 96 co-operstive lesders who
ere now training co-operstive members in weaving, bamboe eraft, pottery and woodworks
improved technology, HASIDA hes its own fecilities in the Ethlepian Handierafts C@ntr@

whioh it intends to expand and equip better for higher ts@hni@al training for
induntrial G@=@PlfﬁtiWB§n

164, While the training progremmes deseribed above meinly emphasize upgreding skille
of employed personnel, efforts toc bridge the gap between current supply and demand
for junior end middle level techiiclens heve been made through, smong other things,
crash training end plecement progremmes for high school dropouts, and unemployed

or underempleyed peeple with eertein lsvels of education or skill. These crash
programmes ere nowmally orsenized under the euspices of the Higher Education
Commizsion and the Central Plenning Supreme Councll. The former providss the
teeching steff while the latter coordinstes the availsbility of treining )
facilitiee and finence. The treining prozremmes meinly concentrate on the immediste
neede of enterprises for jumlor techricians and accountants. These cragh trsining
programmes have now becoms e regulsr festurs of the campaign programming exercise .
to minimize the shortegs of manpower made availabls through the nermsl sdueational
system. _

185, The training progremmss, described above have gone & long way in alleviating
skiXled menpowsr conetraints fecins the industry seetor. There are, howsver, some
polnte that would need to be considered in order to further enable treining institutiens
to enter #ore effectively ta the inecressing needs for upgreding skill and ¥illing the.
regquirsments of industrial enterprises. Some of these are the nesd s

a) to coordinete, at sector level, and rationalize ths treiring progremmes
or MPC and HASIDA which are shewing its dndtiel symptoms to dunlicate
efforte and use seperate but simllar treinine facllities.

b) to programme the rational utilizestion of treining facilities scroes
the sectors which would be able to use institutione outside their direct
supervision, with installed facilities that are reportedly underutilizeds
it is understeod that there are about 41 etste srganizations with soms
sort of training facility sttached to them and which cen offer one sspect
or snother of technical training required by the industry as well @s other
880tore = = @.f. mechaﬂi@sg elgctri@iaﬁso draftgm@n

‘¢) for NPC to improve th. quality of ite managemsnt training programme for
high-level enterprise persennel end to institutionelizs its links with
the other existing training institutions in the country. It has besen
understood that it hes non-formalized links with the higher institutions
o learning such @8 the university and the polytechnie echoole.
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d) to consider strengthening the capabilitice of the state industrisl
corperatiens in order to teke over in-plant treining and, poseibly, basie
training activities in order te ensble MPC to glve more attention to its
proposed emphasiss on teshnelopical tr@iniﬂg and top m@na@lmant training
and. @@nsultancyn .

e]'t@ pay attention o evolving systemes of regular upgrading of selected
Junior personnel sfter they have been on the Job for a specified period.
Under present circumstences there mey be limited @@@ortuﬁitialoiwith@ut
institutional support) for junior technicisns to sequire higher level
knowledge or teshnology on their own even if they heve the potential teo
impr@vn their tschnolegical capabillities. .

Bn' Ta@hnolaﬁg

186, Policy and institutionael support to dcwglaping national capsbilities ip the
identificetion, acguisition and adeptation of industrial technology is a very recent .
phenemencn in Ethiopia. Although reséarch of som2 sort or other existed dispersed
emong gevernment inastitutions the utilizetion of - such resesrch resulte for the mase
production of industrisl goods has ‘beon very minimel. To dets thers is no institution
to develop capsbilities te handle the design and @ngin@ering aspect of industrial
projecte; ne mational enginesring consultants exist in the @ountry except those wh@ *
deal with the eonstruction secter.

167, In ©8cent years, partisularly sfter the revolution, ewareness of the
importance of this ?act-r has been zreatly erhenced and mndent b@giﬂnimg@ have

been started to giu@ & meaningful institutional Framework in which’ policy on
technology can be developed and evaluation and selsction of imported techn@l@gy as
well as: upgr@diﬁw o7 indigenous technology cen be undertsken. One step'in this
direction has been the erestisn of the Ethiopian Seience eand- Technoleogy C@mmi@gion
(ESTC) in 1876 with its mejor emphasie on coordinating. sncouraging end atr@ngth.ﬁing
teehnology research and devela@msntu As & spin off from this end es part @f the ‘
stratégy embodied in setting up an African Regional Centrs for T@ghnﬁlmgyu a national
technolegy vrit was m@-lﬁﬁbly set up under the auspices of the D@wolupm@ﬁt Pm,jcmcﬂ:s .
Study Agency' (DPSA). -

168, The unit callcd the Ethiopian Centre for Technolepy (ECT) has ‘curpently
sterted to operate @8 & joint effort of the Ethiopian Government (OPSA) and UNCTAD
and is expected to cerry out the following mﬁin ?Uﬁ@ti@n5°

- evaluation of technology pelicy iﬂ@ludiﬁg th@s@ regarding induatriaﬂ
property rights end pstents::

- identificetion &F technological requiremsnts &t sector of branch lsvels

- acguisition and analysis of informetion on alternetive scurces of techriology:

o, e

= Ewaluati@n and s@lecti-n of technologies;

- un@@@kaging aﬂ@@?@@ﬁ technology;

- pegotiations in r@gard to th@ t@rma aﬁd @@nditiona @f lcquisition of
Tt to@hn@l@ﬁy

W e



=. recording, classification and r@gistry of all types of technology:
e inveht@fyn pr@m@ti@n and d@u@l@pment of iﬂdigaﬁ@us'tachﬁgluyyé

khile the effort to upgrads end develop indizeroue technelopy should be stepped up
end followed up ss a continuing sctivity, it would be unrealistic te expect for

such technologies to assums the principsl scurce ef teshnology for industrisl
development for msny yesrs to come. So imported technology would centinue to be

the predpminant source for a long times. Since the msjor and immediate impact of
industrial technology.would be on ths projects to be devsloped, it is important

that capabilitizs to carry eut the functions of identification, eveluation, selection
and unpackafing of such technology be-developed in close conjunction with preduetion
or project development activitiss. Otherwiss there mey be dangsr that technological
conelderations are swallowed up by pure resesrch inclinations., This ie the ressoning
behind the setting up of the ECT ss pert snd parcel of the Development Projects

Study Agency rather tham under the Ethiopisn Sciencz and Tochhology Commissicn.

168. On the ether hand, whers the number and quality of the expertises svailsbls

is so severely limited thaet it is likely to comcentrate on imperted snd more advansed
technolegy, there is a denger that indigsnous technolopy, in ell ite aspects, would
rot receive the sttentien and urgenecy that it deserves. It may, therefore, be
sppropriate that this function be initislly loceted in and cocidinated by a

specially set up unit in the commiselon rathsr than the projscts agsncy.

170. At the secter levsl, the proposal to set up a technical divieion or uait in
the Ministry of Industry would partislly satisfy the need to establish s strenp
link between production units end technological resesrch and development which
hed been advecated by the ESTC since its own cresticn. This link is sxpected to
be instrumentael in providing feedback from operational experience as well as in
translating researeh results -into pr@t@typl m@nu?a@turo end mass lndustrial
production at factory level.

171. ODsapite the good start made in sstting up the institutional meshinery fer the
eveluation asnd control of imported technolegy. it.can be observed that a considersble
period of time is likely te slepse befores nationsl capabiiitiss can be developed

to undertake sffestive transfer, edaptation, adeption and dsvelopment

of technology. Thie obvieusly hinres very much on two important factors--the
formulation of a technoloyy plan and the development of basic metels and engineering
indystries. A technolopy plan is expected to- regulate ths trensfer of apprﬁpriatn
technology through the astual sssessment of:

a) the need for basic manufecturing techniguse:

b) the need for appropriste machinery and equipment best sulted-undsr
local conditions: _ .

e} the meximun sbsorption of indirsnous and Poreisn technologies where
the importent parameter will be to organize continuous fascilities for

industrial treining or locsl development of skills and dexterity for
@@ngin@eringi manufactUEin@ @p@rltionsoEW/ The Second Cam@aﬂ@n P?@ﬁr@mm@

377 Ak, Mtre, P@un*ry @@ﬁ@r+° Rasic Metal snd Frelinrarine Tndustriss Mavelonmsnt
Programme for the Provisionsi Militery Government of Socialist Ethiopis. Addis Absba
June 1879. p.80.
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allotted a @h@pter to tl@hﬁ@l@?y for the first tim@o It.ds, therefere,
" hoped &nd expected that s natienal tschnelogy plan will be developed,
aleng the*lines r@@@mmend@d by thr report quoted sbove,’ hy NPSA/ECT as
" part of its slreadv incicated r@sponsiblitigg .

172, The presant stats of the besic metal snd engineering industries in Ethicpis

ie more fully described in the courtry roport roferred To sbove but cen be summearized
by the following statement: "In general the technelogy level developed in Ethiopia

so far-is in primsry level and considerable developmen: ectivities for the improve-
ment of appropriets industrisl and mmtal working technologies ars ef immediate need
for Ethieplan industriss® oagf ‘Thers are sdmittodly serious constrainte facing this
branch of industry and e ﬁati@ﬁ@l technologieal plen will go & long wey towasrd pim-
pointing measures for gliminatin@ such constreinte and paving ths way for changing
the prevailing weak indugtrial gtruscturs. It is, however, important te point out
thet some vital sectors of the existing structurs ers alresady facing severs
constraints in the supply of gpore parte and components because of the non-existance
of adeduate primary facilitiee arcund which the technoleogical cepabilities to
produce the componsnts and parts mentioned revolve: nemsly, facilities for the

basie menufacturing of iron and steel -- foundry, forging, hest treatment, machine
shop and tool room. While the more réational use of existing cepacities may go -
some way in sllevieting existing preoblems, it has been only rscently. raslized thet -
it is & hmlﬁ atep, given the financial and manpower constraints, in this ares that .o
can bring about s breakthrourh in realizing the goels of. sslf-relisnt and ssilf- o
susteining industrial develapment. Fortunately, the povernment hes recently taken
ths first stsp in thie direction and has undertaken the study of the workshop
complex projesct, referred to ssrlier in the report, despite the odds it hes faced
snd is likely te face in the future ae a result of the nepatiu@ attitu@@s of
tn@hnnlngw suppliers and external sources of fimancing. . :

173. While adopted ar adaptnd adwaﬁc@d tachnalory is alm@st directiy tr@ngferrabla
to large-scsle @r@dﬁ@ti@n units efter 1t has been developsd, the process of transfer
of "appropriste” techholegy to the small-scele industriss and hendicrefts sub-sector
mey require a different epprosch. Anywsy, the current situetion in Ethiopla, where
the transfer of advancsd techmology is just beginning to be institutionealized but
where the need %o improve indigenous technology hes always been there. sppears to
have warranted the upprading of tha Ethioplan Hendicrafis Centre. The centre S
provides improved eguipment snd toels for the handicrafts cocperstive, trains
cooperative’ leadars in their use and makes hirs-purchase srrangements For @ils@minaﬁ.
tion. So far, the centrs has been able fto provide this combined sorvice to handi-,
crafts cooperstives engeged in wesving, pottery, woodworks and bembescratt. It
intends to extend similar activities for other erafts and small-scals iﬁduatriaa

im m.talwarkg cersmics and textiles in c@njuﬁ@ti@n with the small foundrles @r@je@t

eurrently under study.

Co. &@b@@? Pelley
174. Under thig toplc, which is evidently complesx, it is intended. to limit the
discussion to a few policy issues ond measures that have had or are expected to have

38/ Ibid, p.BY.



an impect on enterpyise parfomuence to the extent that such issuss or measures have
permitted enterprise managemant te carry out its sconomie fumctions withsout being
ovarburdenad by freguent labour disputes. This, of course, oversimplifiss the issus
and does littls justice to the discuseion of the topic. Tt must, nevertheless, be
sdmitted that the discussion of %the economy wids implications of the issue is beyond
the objective of this report. The government poliey iesuss briefly considersd are
those related to worker participatien in mesnagement, benefits determination in
collective bargasining and the propesed introduction of work morme and standards.

175. Yorker participstion hes bsen an avowed policy.of the Revolutisnary. Government
from the very beginning. Various policy statements during the sarly years of ths .
revoilution have veuched for the might of industrial workers mot only to shars in tha
product of their labeur but elzo to participate in tha process of brinsing sbout .
such & product. This culminated im the new lebour proclamatiocn of 1975 which spelt
out the responsibilitiss of trade unions and enterpriess. In the sarly .years of
the revolutien it wes not uncommon for workers to "direect” the operstion of snter-
prises and decide on matters that should normally be left to management. The
gradual consolidation of the revolution and the advent of. centrsl planning has very
much chanred the situstion since. . . ‘

178. It ie now an @@@@@ted practice for enfarprigg maﬂ@gement ta. in@@Em trada
unien leaders on tergst propossls and final production plan npprnvals concerning
any industrial enterpriss. Althouph there are still limiteticns- preventing workers
from fuller and more performanca oriented participation, this poeliey has helpad to
irerease workers identificetien with, at laastn the immediate @hj@ctivas ang goals
&F the enterpriss. .

177. Collective bargsining, eerlier, was an arduous tesk where management was-
confronted with & situation where asll types of bunefits, beyond the meene of the
enterprise, were requirsd by the trade unlon lsadership. "“'here cloar policy guids-
lines did mot exist enterprise mensgement was, most often than not; & victim of twe
contradicting but strong pressures from two sides with power but little er no
s.countability -- the trade unione seeking hipher benefits while the luparwlsing
authoritiez press for minimum and “resscnable” conceseions without defining what is
minimm oo rocaonsble. This was speclally true for state.snterprises. .

178. The situation has substantislly h@@n changed since 1279 when th@b@@ntral
government issued. specific directives to stats enterprises on criterie to be used
for negotiating and concluding collective azresments particularly regerding wege
incresses. The underlving primciple in thoss directives was to strike s balance
betwesen any snterprise’s paying capacity end the nead for @tnarating surpluses from
operating cnter@ria@a to meet the sountty's eoconomie Oevelopment g@llap en the :
ons hand, and improving the living standerd of the worksr. on the other. Apart from.
the profitebility criterion. the directives introduced the c@ﬂcept -f produstivity
a8 & basis for negotiating and awsrding wage increases. Productivity related both
to overeall enterprise produstion lsvels as well as per espita preductivity. This
messure, more than anything else, hes helped to motivats workers to identify theirs
own welfare with that of the enterprise’s good performance. Enterprise management =
could olsp bs motivated to identify enterprise welfars with the country’s economic
development riesds.
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179. In the absence of work nowns and stendards developed -on the basis of mors
scientific studies and- inwestiglti@nso the m@asur@ of per caplte productivity of
workers wes based on aveilable- hist@fi@al records covering the preceding iwo -years. -
fware that historicél records slons ere not determinent in reeching attainsble

labour productivity lewvels, the povernment has launched a programme, under the susplces
of e newly created Wage Board, for the investigstion and establishment of work norms
and standarde teking the prevailing skill level of workers, the. aveilsble teshnolegy:-
and the working conditions into proper consideration. On completion of the progrewmes;’
the resulte ere expected to provide the first selentific basis on which to plan and
evaluete labeur's as well es managemsnt’s contributien te enterprise performence.

180. In comcluding thies sectien., it can be stated thate

-8) Government policy and institutionsl suppert has besn farthocoming.
pertieularly for the stete and c@@p@?@tiw@s sector;

bl In the case of state snterprises this support has beern embodied in the
saveral divectlves, guldelines and programmes establishad for the
PULPGSe? .,

e) The e@op@r@tiwe 5@@%@? more than the privats has been giwaﬁ substantisl
and clear policy and institutional support through legisletion, detsiled
guidelines ﬁraiﬂin@ @f@gf@mmes, and the int?@dueti@n of im@r@wed t@chn@l@gy B
Ehaﬂdi@ra%tajg ] ; s

d) Thcr@ is @ noed f@r W@rking out clser policy messurss fer the privats soct@r '
to enasble the indigenous private entreprensur and the policy implementing .. .
egencies to chart out a reslistic course and pregramme of a@tion '

el In the treining area, thers is a need for sstablishing b@tte? @@@f@iﬂ@ti@n
and linkege among.the-institutions concemned and the rationsl use of
existing facilitiess

) In the t@ahn@lo@y field, whils the instituti@ﬂal machinery to deal with
this subject hag been set up there is need for establishing &n "opereting
link® by wey of establishing basic metal end sngineering produsticn units
in order that evalustion end control of imported techmology could be
trensformed into an @ffective procese of trensfer. adoption, adaptation
and d@wglnpm@nt of technology in the immediste futurs- ‘

#) In the paft of labour policy which hes immediate impect en .ntar@risl
performance, government policy measures have started to institite the
reguired balance bstween worker, enterprise and natiénal welfere and are
expected %o provide & more scientific besis for d@termmning @r@dugtivity
standards for better performance progremming. .

#



IV. Summary of Proposals and Recommended Action

181, The first three ssctione of the report have atiempted to identity and sssess

the oritical fectore end lopistice affectinz the functioning, psrformance and over=
8ll cepsbilitice of existing industrisl enterprises in Ethiopis. In order to do

this, the discussion used the topical issues of institutionsl/organizstionsl
structure, managsment prectice and govermment policy framework within whish industziel
enterprises coperate or are sxpected to opérate. The disecuselon on the roles played
er to be played by industrial enterprises of differing enterprise groups (atate,
coopergtive and indigencus private]l snd sizes (large -, medium-, end smali-scels
including hendicrefts) slso sttempted to corrslate such roles to the above mentioned
kay #@@t@f@}“uaing industrial brenches or sub-sectors for 1llustrative purposes.

182, Rn effort has also been mede to summarize the conclusions resulting from the
discussions under ssch section whilée some of the propesals and recommendations put
forward have been left interspersed in the boey of the report er implied in’gensral
gtatements. This final section is intended to provide & brisf summary of the’
proposals and recommended sctions by ant@rpris@ £ToUPS.

I3

The State Industrial Sector

183, In the organizational aspect, the structure and the prevailing procedures have
somewhat stabllized efter svolving to the present stege.  Sinee thare ig thus ne
immediate need to ereste new ‘inetitutlons or to restructure the existing onez it is
proposed thet only e progremme of retionalization and stresmlininp De earried out in
order to be able to promote the integrated development of certain lsading branches
{®. gu @hami@alaﬁ and t@ minimize waataga of humsn, m@t@finl and finencial rescureses,

184. 1Im r@g@fﬁ to, pfﬂdu@ti@n planning and manag@mmﬁt whiles the tarpst setting
exercise is pr@@@dur@lly sound, in that 1t offers the opportunity for snterprise
menegement to fully perticipste, there is need for introducing measures .that
remove or minimize the effect of constraints thet militste sgainst entsrprise:
management ° 3 willingn@ss to aim for hizher targ@tao It is thus recommsnded thets

al The pf@p@sed pr@@rﬁmm@ -? sub-sector slurveys to dstermine plant capecity
on the besie of -cenditione.of machinery and eguipment be eccelerated:

b} The supply and puwchaae of domestic rew materials by state enterprises
should be made on the beesis, Aot of open-ended arrengements which
attach no meterial or finencial cblirations on the suppliers as is
largely the practice now, but on contractusl agrsements spseifying the
obligations of both buyers and sellere- (this should not prevent
supplisers, which are mostly state agricultural enterprises from
defendine aon-fulfilment of contrect oblipation due to circumstances
beyond their contrells :

e} For imported inputs end rew materials, state snterprisse be snabled
to negotiate longer term purchese contraects which would be expected
te reduce costs and give wider opportunity to select source markets:

d) Government keep on top of the pricrity list the development of the
englingering industry breneh to minimize future incrsassed disruption
in production arising out of shortege of spare parts and componentes:
(even if thie meens the produetion cf spare perts and components based
on imported ras materials or intermediste inputs until such time as the
baeic metal snd enginesring industriss are developed as integreted units)s




@) - A roview of the prnvailing mark@ting and distributi@ﬂ syatcm ah@uld be
’ undertaken with a view to restructuring. 1t in such & mapner ey to
- Pacilitate the iﬁtlracti@n of @r@ducti@ﬁ units, the distributien
sgencies end the final market.

18§° To st¢@ngthen ths pr@aent netional c@@abilitius in induatrial project develep-
ment it.is:recommendsd . that:

‘a) The pf@p@@@d ‘serdes of auhaa@ct@r'é@rways.sh@ulﬂ be sceslerated s@;that
projeet identification for future development iz done more systematically
and in sscordence with national priorities:.

. bB) The ra@@ntly astablished Development Projects Study Agency be strengthened
- to functiorn as the central projects scresning agency es well es the future
« i-principal - consultaney firm of the govérnment. (In the Tace of acute
.t overall shortsges of trained manpower, ideas to create new iﬁstituti@nl
guch-ae the indusirisl projects office under the Ministry of Indudtrv
should. b@ vlry nlﬁsely fevi@wed vig=a=vil tha- @bjoctiwe of strengthening
| DRSAds |
yali.ﬁ pm@grawm@ @@r dcwelmpinp ﬂlti@nni @a@abilitﬂls in dosign nngiﬁ@lrﬂng
be lsunched in order to be able to eventuslly =liminate ons of the "
major factors advarsely atffecting project implementation perf@rm@nc@n

186. While the respntly introduced monitoring- system has & let to be said ?@r it,
its preesent limited. capacity . to-preovide indicators on the arativl eﬁ@i@ion@y and
econemy with which resources are being mansged would: r@quireﬂ' : '

GO I'i'

a) Internally, the estlbli@hm@nt @? cogt _accounting ayst@ms that u@uid :
" 'snable to monitor @ntor@rﬂse pr@ducti@n @fﬁi@iaﬁ@y on 8 mgre or less .
~ continuous basilw ) e s

b) The use of in?ormmti@n on state or pubilic enterprise resulte in other )
Afriesn countries to compare perforwance agsinst other standards which -
are appliod und.? similér G.ﬂditi@ﬁ% aﬁd situaﬁi@ﬁss

1a7u Ewaﬂ i¥ government . @@li@y 5ugn@rt t@ the stats s-@t-r ds af necessity '
embodied and #inds expression .in-the organizational strueture adepted, in- the
legislation and the plsnning end control systems-and directives issued, two
important eress would need additional: nessures to ba eble to contribute to %uwth@?
ltr@ﬂﬁth@ﬂiﬂg the cepability of state-industrisl enterprises - - training @ﬁd ’
technology. In regard to: treining, i%¥ .is proposed thets

= the Mational Productivity Centre should cortinue meinly as an industirial
training centre (whatever meodality it uses) and at the seme tims, dsvelep
its m@n@gcmant consultancy capabilities:

e pm@Framml for ¥he ' rati@nal utilizati@n o% avail@bl@ tf@ining fa@iliti@s
b@th at secter (MPC ¥ HASIDA) and national level' (ell state oreanizatiens)
be launched in order to support the suhstaﬁtiai technical manp@wer trailn-
ing r@quir@meﬁﬁa .% the iwdustrial sact@r



- the MPC, es the principal industrial training institution, sheuld establish
.. formel and working links with all the hatienal institutions of highsr eand
technical treining-so that it would teke advantege of facilities az well
a8 influencs their curriculm related to industriel treining:

- the state industrisl corporstiens ehould be snceurared to take-over in-plant
training and. possibly.-basic treinlng, through the establishment of a
training unit st corporetions level to allow MPC to develop espabilities
for concsntrating cn technological and top menagement treining es well aes

Fw.'m@nap-m@nt cunsultan@y Borvi@-sn :

188, In the erea ef technology whil@ the iﬁ.tituti@ﬂ@l ‘set up to cope with the
evaluation end control of technology sesms to have started on & good footing, some
eoordination and retionelization betwesn the functicns of the ESTC and the DPSA/ECT
would need to bg @-nei@@rad,ﬁvixn inventory, promotien and development of indigsnous
technelogy). In pther -ospects, since only spnrepriate institutional errengements

ave not suffielent to cosure effective transefer, adoption, edaptation and devslopment
of imparted technology,. g@w@rnmgnt support to industrial snterprises must be

expressed through ths setablishment of edequate facilities for the besic menufacturing
of iron and stesl. The reglonsl organizations and UNIDD shouwld work out & substantive
support programme for the acceleration of the implom@ntation of @stahlishiﬂg units
alrsady undsr study. : ‘ .

Tha Inﬁiggﬁgus Priwat@ S@@t@r

188, The indigenous private sector has historically @iayad énd still plays s
significant rele in trads-end commerce snd similar other ssrvices, whers its
demonstrated "skill® hes resulted in ths acguisition of considersble benefits

even after 1874, despite ths unfavourabls attitudes thet prevsiled. There is ne
wid@lpr@ad‘”skillw v tredition 6f the sort that one cen point to im the manufectur-
ing sector. Added to thet, the rether uncertain éttitude both. the g@warnment aganciss
and the individual potentisl industrislist show in approaching the isesus of private
investment has not helped —¢h in developing the indigencus privete se@t@r ]
capability .te @@ﬂtribut@ to iﬂdustrial d@@@ﬂopm@nt

180. Where policy sta?@msnts r@latiny to tho priw@t@ sactor ars left rether general

and ambiguoue they sre bound to be subject to & lot of interpretetions depending on
the ecireumstances within which they sre analysed. So long es this uncertainty
continues, thers w@uld +~ 1iftle to ipdues beth policy implementing agencies and
the indigenous @ﬂtreprsnnur to turn their attention to this field of ectivity with

the p@@libl@ result being the sguandering of rssourees and the ron-or underutilization

of skills soquired from other actdvities but ussble in this sector.

191. I .the indigsnous private. entreprepsur is: @xpa@t@d te play 8 role in th@
m@nufa@&uring gector there is need fors: -

8) oclesr policy guidelines whieh could be subjlgt@d to & minimum of personal
A °and @ir@umstaﬁtial iﬂt@?P?Et@ti@ﬁ hy all parties ‘coneerneds

&) evolving & pr@graMmsa'sugh @s,th@ @n@ bai@g @@n@i@@r@d for industriel
cooperatives, that would use entiepresnsurisl skille snd resources
ecguired te best national advantazs.
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The Cooperatives Sector

182. The government has so far supported the promotion of ecooperstives with clear
policies and guidelines. The institutions crested for implementiny such policies-
and guidelines ars much better organized to hsndle cooperatives than the individual
entrepreneur. The sovernment shows strong preferencs for using the cooperatives. .
to promote and dsvelop the smsll-scale industriss sub-sector fop bath pelitise-: .. ...
aedministrative (more arenable to' central direction and support) and str@t@gi@
sogio-economic Efurth@fiﬂg the socislization preecsss) regsons. .

183. Althoush it is too early te rselly tell, present indi@ationg are thet thie
eector hes good prospects for str@ﬂgth@ﬁing capabilities. in handicrafts producticn
end small-scale industrial pf@ducti@n given the appropriate materisl and technical
support. Altheugh the approach adopted in order to promote and davelop coopsratives
of different types is bssicelly an internal effeir which hes to depend on the .
culturel end pelitical circumstahces preveiling in the country {even within.different
regions of the ceuntry), support to sustsin the @urr@ﬁt effort of promotion end
organizetion of hendicrafts producers and industrial ceoperetives through the
provision of meshinery end equipment can be of crucisl importance st this sarly end
formetive stege. The regional organizetions and UNIDD should play both catalytie ee
well es contributery rolee. . e

184, A major government ection ?@quirgd to ensure the suceess of pr@sent @ff@fte
to promote and devalop @umpifaﬁiwﬁl in the industrial sestor is b@liev@d to be:

al the support reguirad in their procurement of raw materials and dnputa:
and

b) the establishmant of contracting arrengements (e.f. betweesn blacksmithe
cooperetives and agricultural preducers’ cescperatives for ploughs) and
sub-contracting errengsmente (e.z. structural metsl producing industrisl
cospe and state @@nstructi@ﬂ or@anizati@ngj for marketing cooperatives
pm@@u@tgo
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Yo Entre-African Industrial Cooperation

G@n@r&l

195. “The preceding sections of the repert have attempted to identify seme of the
eriticsl Factors and logistice affecting the functioning snd performence of -
industrial enterprisss considered within the organizationsl snd monegerisl Fromework,
An attempt has @lso been mads to toueh upon some of the more important peliey
prescriptions end messurss having & bearing on the short- and long-term deve lopment
o7 national capebilitiee to reepond to the chellenges of realizing the cbjectives
of & salf-reliant and self-sustaining industrial development. One of the key
identified strategies for achisving those objectivee is the institution of Africen
colleetive sslf-relisnce at the subregionsl and regional levels. Thie report
would not be complete if it were not to briefly discuss the current stste of
awsrensss of and the views expressed by Ethiocpien industrial management about
intra~-A¥ricen. cooperation as & measure of ettaining the chjsctives eutlined by the
various regionsl and other fors en industriel policiss and strategiess for the. .-
African region. The following ebsarvations try to briefly indicate whet the
picturs looke ilike from the Ethlopien side.

(1) It cen be said that there is limited awareness, smong a majority of
enterprises ancd corporation menagers, of even the genersl substsance
oand Form of the recommendations and progremmss for intre-African -
cooperstion charted cut by African Ministers of Industry snd African
Governments : “

(11) the elosest that the mejority of Ethiscpien industrisl enterprises and
cerporations have come to establishing or thinking of establishing
links with other Africen countries is by way of marketing contacts
they have initiated or have thought of initiating mostly in their
effort to expert industrial produsts or to import some rew meterials
and inputs. This initiative or sttempt rerely goes beyend the berderins
countries within the eubregion — Sudan, Kenys and Djibouti. Efforte
to export Ethiopien wines te Kenya, Tenzania, Seychelles, furniture
te the Sudan can be eited a5 soms of the few examples. in regerd to
inputs, the sugar plantastiens ebtained cane suttings for variety
bresding frem Ksnyal:

(211) oontects related to exchenge of technicel end technelegical information
and expertise have been minimal and, et that, only on en ad hoc and
incidental basis arising out of an immediete @eed to solve specific
problemss (vieits to Kenya sugar estates by the Suwsr Corporation
officials in connexion with new project development: menegement of
the Food Corporetion teuring & number of African countries to obtain
information on eorn milling technology) -

contacts related to industrisl training are limited to written eorres-
pondenee bstween MPC and other training institutions in Africes (clese
to the opersting levsl. the Supar Corporation had &t one time received
snd trained & group of Ivorisn techniciane to steff & new sugsr estate
then being developed in the Ivery Coast)

(iv)




(v) in the field of consultancy, contacts are still very limited altheugh
this i & very fortile field whers oxchange of experisnce can be. used
- te great adventege, at lesst in the sslection and supervision ef
?@reign c@nsultaﬂtsu

186. Without oxception, stato industrisl corporations snd snterprises interviewad
attribute their limited ewsrensse of tha gensral issus and contents of intra-African
coeperstion due to lack of informetieon. Some of the initiel contact with- other
Africen countrizs ware made obviocusly net as & rssponse to the stratesy of collesctive
self-relience but in trying to pursus individusl enterprise interssts. The mejority
of the corporstions and onterprises have very little or no substentive and rolovent
infermation beyond gencrel impreesiens and informetion they obtain from periodicsle,
magazine and dipllmatic newslatters, on what industrisl cspabllitice exist regerd-
ing thelr subsector in other African countrise.

187. It mey be too much to expect cerperstisns and enterpriess to bs in & position

te handle all informaticn even if it wers made aveileble hut it should still be of
interest to corporations to find out what their peers have donz or are doing in

the field and what they cen learn frem them. A lot of interest eppears to exist

at the corporasticn level teo know more about what cepsbilitiese exist in ether Africen -
countrios particularly neighbouring countries. OFf particular interset would be -
coneise infermation on capscity, fixed investment, total preduction, mejer product
lines, employment, technolegy used end other similar dats, on the major subsaetors or
the priority subsectors aelresady idantified, thet could .lesd to further contacts -

between enterprises and or corporetiocns in Africen countriss. This type of inf@rmmti@n
does not only arcuse intercst, at sector or subsector level, in intra-Africsn .
corporation but also would eneble antorprises to use date obteined from sueh informa- -
tien for rough and approximets but practical comparisons. . This type of information is
importent particularly in regsrd to the promotion of industrisl coopsrstion among
preduction units. Unless the concept of intra-African cooperation and the strategy
of calleetive 8.1%=reliance are supported by such tangible services relatad to |
production units, it woluld be futils to expsct intra-Africsn industrial cooperation
to go beyond resolutions and the creation of non-functional imstitutiens. ECA and
0AU must play an importent role in this respoct.

198, Thore apprares to exiat e lot mors room et this staga, for practicesl cooperation
in industrial training, exchangs of. information and axpertise among consultancy
@rgahizetiana than th@ promotion of multinatiensl eerporatiens of the single produetion -
unit ﬁypua Whils, in the cess of Ethiopia, mors afforte would have to be made to
correctly idsntify tr@iﬁing_npp@rtuniti@s within Africa, thers may be certein areas
in which existing fecilities in the country can be used at gr@at benefit to other
Africens - offhend one may mentien training tschnicians for the sugsr imndustry,
treining parsonnel in leather technology st NPC facilities.

189. - The creation of the Assa@iati@ﬁ of East and South African Corsultaney Irgaﬁiza=
tions (AESCO), whieh had its founding mesting in Mevember/Docembsr 1979, is looked at
with great favour and omp@@tlti@n by the Development Pr@jects Agency of the Ethioplan
Governmarnt.

Africen Multinational Industrial Corporations

200. The need to create African fultinetional Industrisl Corporations (AMICs) as
one of the means of achieving colleetivs self-reliance snd self-susteining development
eppears to have geined support, in prineiple, after the Regionsl Symposium on




Industrial Policies and Stratepies end the Fifth Conferenes of Africen Ministers of
Industry took place. This support has yet to ness a number of stazes bafore it ean

be tranelated into concrste astion. In the case of Ethiopis, action towsrd realizing
the creation of AMICs should have to start with & clearer sovernment policy setting
out the.more detailed errangements for the establishmenz end aperation of jeint .
venturas. While ssversl other Afriean countries may have investment laswe satting , ]
out ths conditione under which joint venturss msy be esteblished and cperatsd, the e
only aveilable documshted pélicy stetement of the Governmen: of Socialist Ethispias

on the subjeet does riot g6 beyond demercating the areae in which joint venturss can

be estabiished end stipulsting that only the stste and foreign investors (public

end private) .can establish shd operste- joint ventures. There srs no previsions
detailimg the proportion of Bgulty ownership ner tho type ef management set up )
axpected to control joint venture eperastions. These and other *terms and cenditions
governing such joint venturss ehsll bs subject to negetistions®” .39/

201. Thase terms and conditione cbviously noed further slsberstion in order to
provide & clearef besis For“the formulstion of progremmeze for establishing
Joint ventures.. It l1s undetstood that the existing poliey is in the procgss of
review anhd elaboration which is expetted to inplude such. terms and eonditions. as
havo been indicatad above. In this connexion, 1t shauld be worthwhile te.podnt .out
that the elaboration of ths policy en joint ventures wolld tske into consideration
both prisrity national interssts and the rols of AMICs in achieving the objectives

end strategies of intre-African industrial cooperatien.

202. Despite the surrent non-availability of detsiled policy guidelines on jodint
ventures, the eignificance of AMICs as instruments of imtra-African coopsration

to schisve the long-term national objectives of. & self-reliant, self-sustasining

ane indspendent sconomy 1s widely recognized. At thes sama time, it is recognized

that realistic congideretions of the political end ideolozical outlaok and level

of devslopment of the petential participants, should be teken in the choles of

the modelities for multinstional snterprise, dsspits the collective political will
expressed by African bountries on mahy occssions. While 1t is not intended here to
raceuntpast adverse African exparienca, ons should not shy away from expressing
concern thet the undersstimation of the reslity ef thesa consideraticns mey still
present an impending danger fer the success of intre-Africsn coopusration. progrermmes. .
Collective politicsl will is a nocedgsery but not a suffieient cauge for the establish-
ment of multinstional enterprises thet should function as visble sconomic units, T
this is reslized, the pravailing collective political will must ¥irst.send foremost.,

be used as'@ vahicla for explorine the resl issuss that have.to be faced from the .
outsst and chooding the modalities that promressively cultivate the mutusl trust so:
much reguired for Africen multinstional enterprises to continue. operating properly.

203, The real issuss to be facaed may have been recognized but little explored so far.
If AMICE avrs to be established as singie multinational production units to serve a
whole subfégion, then questions of location and management control as well as

the scorual of related bensfits are bound to become seveitive issuss. Where natursl
resources endowments are more or less svenly distributed smone the participating states,

38/° PMAC, Daclerstion @nﬂE@ﬁnﬁmﬂé,P@IicyzﬁfgS@@ialigt'thi@piag Addis Ababa,
February 197% p.ll. : - . S




o

4G

the response to. these problems may be thé simultsneous establishment of. approximstely
egual. sized projects in all: the countries. This naturally raises the, issue of
competing demsnds on limited tinsncial and particularly foreien %x@haﬂg@ Tes80UTrtes.
Even whera natural resoures endowment® dietete the location of & multinatienal
enterprise, - the icsuss may still-linger &s nagging pr@blamao In. either case, the

role trangestional corporations play in some of the parti@inating countries is expected
to feature ss @ zensitive issue. If AMICs are to bs established using nationally
owned and managed enterprizes; economic ceonsiderations likgly favouring the more
developsd countries would be expected te sharpen rather then blunt the arguments on

lpcation, management control and b@ne¥itsg

208, It must b@ admittod th@t the diS@USSi@ﬂ of issuss relat@d 0 thl ldentified
modelities of establishing AMICs raised above is far from exhaustive., The issues

are enly indicative instances of what kind of resl problems intra-Afrissn co-operation
in the shape.ot AMICs is expected to face. It is, therefore, obvious that the - .
identification and analysis of the pitfalls which must be aveided, the tr@d@a@ﬁ%@ )
which could be nepotisble snd the compromises that are reacheble should be the su@j@@t
of a thorough and exhaustive research. Without the findings of such rgsearch, e
current thinking sppears te hold sericus reservetion as to “the acceptability of uai

at thig stege. the two above mentioned modelities for establishing multinational
industrial enterprises in spite of the numerous permutatiens these cen be subj@ct@d e -

205, In view of the commitment that African gzovernments have made, thi@ by ne maana
should be construed @s a lack of faith in intra=ﬁ€ri@an industrial cocperstion. In -
fact, it only mssne- thet other options, considered more stireetive, should be. searched
for, given the present knewledge of the con traints involved. OF the modalities
identified so far, & version of ths idea of & multinstionsl industrial helding company
ie eonsidered to have good prosasects for starting the more integretive implementetion: |
ef AMICs on the right footing. - The preveiling conception cherecterizes a multinetions]
industrisl holding compsny ss one which is: (&) jointly owned by the perticipating.
sountriess (b) responsible Por coordinating the national imdustrial companigs in terms
of & jointly estshlished dirsetion: {c) respensibles for the” @r@visi@n .af m@n@g@msﬂt
technical and othes ssrvises to ths national industrial compenies; and EdD empowered
te found joint svbeidieries to extend structurs end operations over a wides sceps of
esctivitise refissting the ﬁ@@dﬁ and interssts @% the participsting c@untriosu @@/

208. The proposed version woulg- aaalntially hava the same chara@t@ri@tica ag, th@
one defined- sbave hut with the %mllgwing mmdific@ti@nau"

£4) - the h@ldiﬁg Eompany W@uld net ‘be & sin 1@ ane. é@rviﬂg & subregion but
would be a numbsr of multinstionsl indultrial hplding companies. ﬁuﬁ :
ﬂmp@rtant subsn@t@rs or & @aﬁeg@ry of suhsactors- ;

(11) th@ c@mpani@@ would primerily @@n@entréte en joint lxpnrt marketing
of industrisl products, joint import of industrial "inputs, Taw materials,
ete., end joint selection of imported industrial technolegy

40/ Joint ECA/UNIDO Industry Divisien, Questisnnairs on Establishment of AMICs
February 1980,



207. . This arrengement is.eaxpected.toc offer & number of advantsses some of which
are mentioned below. Firstly, besing the companies operations on foreign industrial
trede snd imported technology selection would at one and the same tims: (a} present
an area of economic activity to which African countrise have been mors exposed and
with which they have rslatively mpre swperisnes en the one hand, snd (b} ensble

the perticipeting eountries to handle and central technolegy— a burning issue of
African industirial development on the other. Furthermore, such a set up would be

8 consolidsting facter for the propesed preferential trede ares for the Easst end

Southern APricen subrsgion currently in thu finsl stages of ncgotlation.

208. Sesondly, the multinational helding companies as proposed under (i)} sbeve can
be set up in many of the participeting countries thus minimizing the emergence of
con¥licting national interests arieing ocut of locational issues.

208, Thirdly, the mansgement and operation of such companiss can bs handled by &
core of a few people who can be drawn froem the participating countries with less
diffieulty thue minimizing eonflicte that mey ariss out of the izsue of who controls
the menagement of multinetional sfAterprises. In addition, this set up would be
expected to avoid confliets that erise out of short-run employment benefite accruing.
to a particulsr ecountry whers AMI@E pr one big hmiding compeny mey be propesed to be
loeated.

210. Fourthly, end above all elss, this arrangement is axpoctod to provide a8 o
trensition period during which the participeting countriss will hsve ample epportunities .
to know sbout and te deal with sach other and thus inereass th@ probability of suecess
of the more int@gfatiwa AMICs.

211, Thisg tranaiti@ﬂ ﬁeriud should alse ofver. @@p@rtuniti@s for the regional
organizations (ECA and. DAU) to draw an ths expeiriencs of the holding companies

and to carry out the pr@p@asd research, mehtionsd sarlier in this sectien,

related to the creation of AMICs proper. 'In this respéct ECA should take the
particualr responsibility of soliestinz and. analyzing relsvent information,
establishing the critical factors; determining the expected pitfalle and proposing
the compromises end trade-offs, given the ecollective politiecal will declared by the
member countries. ECA is better suited to do thie becduse of its subregienal
network (MULPOCs) ang its better staffed heasdguarters within which a special unit
is preposed to be set up te prosremms and dirsct the reesarch on the real issues .
the creation end operation of multinsticnal industrisl enterprises would face. It
is bslisvad that this can and should be done within the {ramewerk of aveilable ECA
finsnciel resources, a sacrifice worth paying for advencing intra-African industrisl
cooperation for which the orgenization’s several orgsns heve spered no effort to
bring to this stage. Until such tims as AMICs proper are created by this means,:
starting with the proposed multinational industrial holding companiss is en ides.
believed to be bold enaugh te take intTes-Africsn cooperotion a etep further Ffrom
resolutions end to be realistie encugh toc be given serious consideretios.
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5, Mirnlstry of Forelign Trade, Addie Ababa

Corperations & Enterprises

6. Building Materials Corperation, Addis Ababa
{a) Cemsntal-Sede Enterprise, Addis Ababa
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B. Beverages Corporetion, Addis Ababs
8. [Food Corporation, Addis Absba
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