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¥ TNTRODUCTTON AND BACKGROUND

Reform of public enterprises is a central feature of the
economic npoliicy reform oprogrammes heing impiemented by many
African countries. In response to the need to promote better
pubtic enterprise management in Africa, the Pubiic
Administration, Human Resources and Social Development Division
Taunched under SAPAM, a programme aimed at the improvement of the
performance of public enterprise management in Africa.

The first activity in this series was a Senior Policy
Workshop heid in Debrezeit, Ethionia in Novemher, 1330 devoted
.o examining the conditions for improving publiic enterprise
performance. At the end of that workshop, participants urged ECA
to "hold a folliow-up workshop within a vear to assess any
progress made towards the revitalization of public enterprises
in Africa,” Th order to make such an assessment meaningful,
ECA/SAPAM commissioned case studies of selected African public
enternrises. The Dakar Senior Policy Workshop was a follow-up
to the Debrezeit Workshop.

The Dakar Senior Policy Workshop organized by ECA/SAPAM 1in
collaboration with IDEP T.ook place at TDFP in NDakar, Senegal from
i4 to 17 October 1991. The broad objective of this seminar was
to examine the findings of the ten case studies! with a view to

drawing appropriate lessons for imnroved management.

"Though ten case studies in Africa were originalily
commiasinned, only nine pubiic enterprises were undertaken.
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Specifically, the Senior Policy Seminar was devoted to:
(i} Review the practices that were adopted in such poor and
successful public enterprises in a wide areas of
managment as personnel, marketing., financing etc:
(i1) Assess 1impact of external environment on puhlic
enterprise in boith categories;
(1i4d) Identify a system of indicators to be used in
assessing, monitoring and improving the performance of
public enterprises: and

{(iv) Develon policies and practices {(technigues) for

turnaround of poor performing pubiic enferprises;

Two papers focussing on comparative nperspecitives were
presented to reinforce some of the conciusions drawn from the
case studies. These were, namely:

(i) Revitaiising of poor performing pubiic enterprises:
fessons from the "Strategies for success” Programme of
Commonwealt Secretariat prepared by the Commonweaith
Secretariat.

(1i1) Turnaround of sick public enterprises in 1India:
Lessons for Africa public enterprises prepared by Prof.
Kandhwalla, Director of the Indian Management Institute at
Ahmedabad,.India.

The Seminar was atiended by 34 participants drawn from among

chief executives. managers of pubiic enterprises, academics and

researchers in the field of pubiic enterprises as well as
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representatives of international organizations dealing with
pubiic enterprises. The Tist of participants appears in annax
IIT of this report.

The Seminar was formally declared open by Monsieur A, Fall,
Deputy Director of Planning of the Ministry of Economy, Finance
and Planning of the Republic of Senegal. Statements of welcome
were made hy NDr. Asmelash Bevene, the SAFAM Regional Project Co-
ordinator on behalf of Dr. Sadig Rasheed, Chief, Public
Administration, Human Resources and Social Development of the UN
Economic Commission for Africa and Dr, .Jeagan C. Senghor, Direcor
of the UN African Tnstitute for Fconomic Deveiopment and
Planning. Text of their speeches appear in annex IT of this
report.,

In his statement. Monsieur Fall, Denuty Director of Planning
ohserved that in most of African nations the growth of public
enterprises was 1inevitable due to ahsence of organized Tccal
private sector, However, with few exceptions, the public
enterprises had perfomed below expectation. A high percentage
of public enternrises operate at a loss and their losses have
been covered by from publiic treasury. Thus, far from sustaining
develonment. public enterprises are very offten a burden on the
ecchomy. Under these conditions, the auestion of efficiency of
the pubiic enfernrises becomes important. 1t is in this regard,

that the seminar was of paramount imnortance.
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Dr. Rasheed, in his statement told participants that the
Dakar Workshop was a fimely response to the Jjudicious
recommendation of the Debrezeit Workshop of 19490 1in which
narticinants had recommended that a follow up workshop be held
within a year to Assess progress made 1in revitaiization of
African public enterprises, Tnis present workshon Tike the one
of 1last vear represented ECA’s modest contribuftion to the
improvement. of the nerformance of African publiic enterprises -
a contribution made in the context of the search for ways and
means to make npublic enterprises operate effectively and
efficientiy., This search should continue so as o ensure that
the African Public 'enternrises become economicaliiy viable
entities. This has prompted ECA fto embark on the country case
studies.

Dr. Rasheed noted that all the participants were united in
their conviction that 4African pubiic enterprises can perform
better. That conviction should be transiated f.o commitment, The
Senior Policv Workshop can make a contribution to that effect by
drawing the appropriate Tlessons from the case studies and
discussions and by giving concrete suggestions for designing
perfermance indicators for African public enternrises,

Dr. Senghor, in his statement, observed that the seminar was
focussing on a subiect which was of burning concern to African
government.s. Reforms of ftThe parastatal sector implemented in
African countries over the past few vears, are reflected, inter

alia, in A disengagement of the state from economic activities.
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Some enternrises have been privatized while others have been
restructured in corder to secure beftter performance within public
enterprise,

Dr. Senghor said that those factors which gave a pre-eminent,
roie fto the nublic sector still seem tTo be present. Pubiic
enterprises are fairly preponderant in most countries in spite
of some annreciahle shifts., However, fthere is no doubi that this
sector no Tonger meets expectations. It is not possiblie to give
an exhaustive list of all the factors underlying fhe
disfunctioning of pubiic enterprises in recent decades. However,
consensus is gradually heing reached that the Taw ocutput of the
sector can be expiained by external and infternal factors. The
jatter seems To be more preponderant and among them are: poor
definition of often incompatible econamic and social objectives;
management. methods 1inadequate for the efficiency of public
eommercial and industrial units: excessive and unwarrantable
interference of political authorities 1in the operation of
enterprises, thus confusing control and interference; under
utilization of avaiiable production capacities; and mismatch
between evaluation and performance apnraisal criteria.

Nr. Senghor hoped that these and other issues will be more
thoroughly analyzed 1in the course of the seminar, especially
since the seminar will be assessing concrete cases with a view
to pinpointing factors and forces which have made for success and
which have made for failures.

The first plenary meeting of the seminar was chaired by Dr.
Senghor, Director of TGFP; while the second pienary was presided

over hy Mr. J.M.S. Kanakulva. Chairman of Uganda Develonment



Cornoration, Sithsequently, two Working Groups were estabiished
respectively devoted to detaiied examination of the lessons from
the cass studies and to discussion of indicators for assessing
performance of nublic enterprises. These groups were chaired by
Dr. Thiam, Director-General of the African Training and Research
Centre in Administration for and Development (CAFRAD) in Morocco
and Mr. Patrick D, Chisanga, Managing Directoer of National Import
and Export Corporation itd. Lusaka, Zambhia. Recommendat.ions
and conaiusions that emanated from the discussions of the working

groups have been integrated into the relevant chanters.

TT. BASTC DATA ABOUT THF PURLGC FNTFRPRTISFS TN THE COUNTRY CASE
STUDTES.
Ten African public enterprises were originally
commissioned for thease case studies, however, oniy nine were
compieted. The tenth case study was to have heean the Coal
Minina Company of Niger,
The case studies were selected carefully and consisted
of successaful and poor performing or ioss making - pubiic
enterprigses in various African countries. The purpase of
these case =atftudies was 1o examine and identify the
conditions. practices and policies that make for good or
poor puhliic enterprise performance.

These case studies had a nhumber of key innovations:

(1) Uniike several other studies that had focussed

excliusively either on successful or poor performing
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NATTONAL FIFCTRTC POWER AUTHORTTY (NFPA}, NTGFRTA

The National Electric Power Authority (NFPA) was created in
1972 through the merger of the Flectricty Corporation of Nigeria
and the Niger Dam Authority. NFPA was set up as an autonomous
commercial enterprise in a monopoly setting. Tt was charged with
the tasks of planning, generating, transmitting, and seiling
electricty in Nigeria and even cutside Nigeria. It was to do so
efficientiy, reliably, and at a minimum cost. It is a public
monopoly with 100 per cent equity holding by the Federal
Government of Nigeria. It is supposed to be an autonhomous public
enterprise responsihie to the general public through the Minister
of mines, Power and Steel. It is subject to ministerial control
with respect to its bhudget, pricing poiicy, procurement of funds,
and proijects approval. The Board and management of the Authority
take final decisions oh such issues as the revenue budget; fixing
of financial ohjectives, assessment of risks, use of profits: as
well as appaintment, promotion and discipline of staff except
that of the Chief Executive. In 1988, NEPA had total nominal
assets of N5,395,.2 miTiion: empioved 31,049 peopie; its instailed
capacity was 3,641.70 (MW) and availablie capacity amounted to
2,892,70 (MW). Tn 1985 it sold 6,149.00 miilion kwh of energy
at a cost of N5Z21.02 milliion, Between 1980 and 1988, sales
revenue increased steadily from N251.9 miTiion to N536.6 miilion.
Other income increased inconsistently from Ni9.6 million in 1980,
Nuring the same period administrative expenses increased by 490.2
per cent to N323.3 million in 1988. Operating expenses rose

steadily from Ni64.8 miiiion in 1980 to N954.8 million in 1988,
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an increase of 480.1 per cent, - Intefest and other charges
increased hy 696.6 per cenft te N313.3 miiiion in 1888. Total
expenses increased from N169.2 million 1in 7980 to N1268.143
miilion in 1888, an increase of 6849.4 per cent. From 1985 fo
1988, NEPA recorded deficits ranging from N56,6832 milliion in 1985

to N7171.7279 1in 1988, NFPA is a case of a Toss making enterprise,

GHANA VOLTA RIVER AUTHORTTY

The Volta River Authority was established in 1961 by the
Voita River Deveiopment Act and charged with the responsibility
for the construction and administration of the hydo-electric dam
to be constructed at Akosombo.

The authority currentiy generated hydro-eiectric power from
two dams at Akosombo and Kpong.

"The authority sells power to both Tlocal and foreign
consumers,

The government equity 1in the authority rose from CAh9
miliion in 1880 fo over G374 miiiion in 1990,

The authority power sales revenue have increased from C128
mitiion 1in 1980 to aver C37 billion in 1930. The authority
profits rose from over C37 million in 1981 to over Ci2 billion
in 1983. The return on F{xed assests of 2.02% recorded in 1980
increased to 39.16% 1in 1990. The authority return on average
equity increased from 5.46% on 1981 to 7.90% 1in 1990,

The authority is considered a success story.
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TANGANYIKA DYETNG AND WFAVING MTIiS LTMTTFD (SUNGRATFX) was
estahlished as a nrivate firm in 1961, 1t was nationalized in
1974 and is nhow a subsidiary of Tanzania Textile Corporation,
(TFXCO), which holds 61 ner cent of its shares. The remaining
shares are held by private individuals all of whom now reside
abroad, Tnitially, the company was managed by members of the
founder’s family: The Hirjis. Later on private management firms
were engaed to manage the company. Total of linited Kingdom
managed the company under contract until June 1983 when they were
reniaced bv Tocal management, The Director-General of TEXCO is
the Chairman of the Board of Directors of SUNGURATFX. Other
hoard mambers arsa annointed by the Minister for Tndustry.
Private sharehoiders are alsa renresented on the board, The
company’s capacity utilization has declined from an average of
51.6 per cent in 1980 to an average of 12.66 per cent in 198R,.
Weaving and nrocessing declined from a high of mtrs.11.1 milliion
in 1980 to a Tow of mtrs. 3.5 miliion in 19838. Sales have bheen
raising but only nominaliy in view of the massive devailuations
of the shilling. Losses have increased from she3.5 mililion 1in
1984 .o shs.423.6 million in 1990, Rations of debt to assets are
now 103.3, up from 67.7 in 1989, This is a case of a poor

performing public enterprise.

LA SOCIETF BENTNOTSF DES TFXTTIES/SORFTFX
SORFTFX, the Benin Textile Company, estahiished in 1969 and
became operational in 1970. Prior to the adoption of soaciaiism

in Benin in 1875, SOBFTEX was owned by a groun of private owners



11
comprising of Schaffer, CFAU, ONF with oniy 13% participation bv
the government.

With the adaption of socialiam in 1975. the government
raised its canital to 49%. The capital of the comnany is 500
million Francs. Its production rose from 173,241 meters of
textile material in 1969 fto 13, BiB.532 meters 1in 1990. T
generated an income of FCFA 6,151,984 ,568 before taxes in 1990.
With the excention of 1882, 1983 and 1984 when it incurred some
losses, the other years have registered steady profits. Tn 1950,
it made a profit of FCFA 80,397,877,

This is a case of a successful puhliic enterprise. However,
in snite of 1its success, it has bheen privatized in 1991, The
study of SOBETEX in success story appearing in this series of
case studies is based on its performance in the period preceeding
its privatization in 1921 when, as a public enterprise, was a

success story.

THE ETHIOPIAN ATIRILINES {(the FEthionianl was estahliished as a
nithlic enterpriase in 1845 with a capital of Fthiopian hirr 2.5
million, entireiy government owned, and wholly government
suhsarihed shares of 2500 paid 1in full. The company has been
under Ethiopian management since 13971 and joined TATA as far back
Aas 19588, T1 currentiy has a fieet of 7?5 Targe and medium type
aircrafts and 16 1ight tvype aircraftsa. The Ethiopian has

succeassfully diversified its customers, ciientelie, and services.

Starting from overhauling unorthodox cargo of Tive animals and

passengers, 1t has gone to providing services to government
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officials, merchndise for frade, traders, businessment.. exnense
traveliers, and piigrims. TIts total assefs in 1990 amounted to
Rirr R22 million and it empioved a total of 3350 personnel. The
airliine’s available ton kilometers amounterd to 48% miliion 1in
1984/390. Available seat kilometers was 2620 miilion during the
same period. 640,000 passenders were served during 198%/90. The
Fthionian Airiines haa been profitable during most vears of its
existence. It has posted a profit for the Tast five vears
consecutively. During its 34 years of operafions, the airiine
has had only four years of negative net working capital, thus
operating with no Tiquidity probiems for 80 per cent of the time.

It is a case of a successful public enterprise.

SUDAN ATRWAYS CORPORATTION (SAC) was estabhiished 1in 1947 as a
government department for the main purpese of providing transport
services to Government. Tt was 27lowed to be commercially
utilized only when there was excess capacity. With Sudanese
independence in 1356, SAC moved to a more commercially run
enterprise. In 1967, it was declared public corporation.
finally 1in 1887, it was decliared a public company. The
Government continues £o hold 90 per cent of SAC’s shares. The
rest are held by the Sudan Develaopment Corporation. The history
of SAC is one of crisis, massive Tosses and mismanagement. The
company’s fileet consists of 11 Targe and medium type aircraft.
SAC employes 1828 empiovyees on a full time basis. Anobther 400
neoplie are emploved as casual sthaff SAC s Jast audited accounts

were for the accounts of 1978/79 and the last Tinal accounts
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drafi nrepared for auditing was in 19B3/84, There is thus scant

information avaiiable. 1t is a Joss making public enterprise.

THFE UGANDA GRATN MTIi L TNG CORPORATION (1IGMC) represents a turn-
around case. The company was established in 1855 as a private
caompany., but was slowiy nationalirzed to the noint where
government and quasi government organizafions own 87.4 per cent
of the shares, The rest are. owhed by private firms and
individuais. UGMC is a holding company with three fully owned
subsidiaries and one partially owned subsidiary. The firm soild
4.916 metric tons of wheat flour: 1,334 metric tons of maize
fiour:; and 4,565 metric tons of animal feeds 1inh 1887/88. The

ascendance of political intervention at UGMC Jed to a decliin

et

D

between 1480 — 1884, Change of management in 1985 ushered in an
era of recovery which continues to day, Tontal net assets

increased from UG.sh 70.54 miiiion in 1980 to 546 million 1in
1989. The company aiso started recording a profit beginning

1986, This marked the beginning of the fturnaround of this

otherwise poor performing public entarprises,

BOTSWANA MEAT COMMISSTON
From the time of its establishment in 1965, Botswana Meat
Commission has arown into a large nublic enterprise comprising

three Abattoirs 1in Lobtsa, Maun and Francistown, cold storages

in the il.K. and South Africa., marketing subsidiaries in the U.K.,
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Gerﬁany, The Netheriands and South Africa, two trannort companies
in Botswana, and insurance company in Treiand, warehousing and
shipping affice 1in aane Towh and procurement companhy in
Johanesburg. The BMC abbatoirs now have facilities for
nroduction of corned beef, canned tongues, wet-hiue hides, saited
peits, carcase meal, bolidmeal and bone meal, tallow, cattie hair
and other products, For the past four years the commission’s
turnover has been as follows: for the financial vear ending
Septembher 1986 it was Pi154,377.000; 1987, Pid45,444,000;
1988.P144.,869,000 for 1989 it was Pi71,312,000G. During 1960, the
Commission’s turnover ftotalled P1,6800 miilion of which PBT70
miilion was paid out to producers in pavments and bonuses. It
paid about P150 miliicon income tax apart from the tax paid by the
empioyees. In 1990, it paid more than P20 million tax to
Government and Pi0G miiiion to nroducers. Tt empioyes over 2000
peopie and services about 60000 cattie producers,

The Commission was organised as a non-profit making
organization 1in the sense that the surplus generated in a
particuliar vear was to he passed on to the persons who suppiied
Tivestock to the commission in accordance with some equitabie
scheme of division which could either take the form of bonus or

increaded producer prices.

i A COMPAGNTF SENFGAI ATSF DFS PHOSPHATE DF TATRA {(C.5.P.T)
Tn 1953, the Taiba Phasnates Comapny was set up. Tt began

its explioitation with an annual capacity of 300,000 tons.
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C.S5.P.T 1is a commercial enternrise created for the
extraction of phosohate ore and processing it into concentrates
at X % degree of humidity capabie of being traded in the
international and Tlocal markets for the benefit of ICS which
processes it into phosphoric acid and fertilizers,

C.5.P.T has a Capital of 7.2 billion with 50% G&tate
narticinatinn while the remaining 50% 1is distributed between
foreign sharehoiders and a Senedgalese bhank.

C.S5.P, T is A Timited Tiability companvy estahiished under
private law and piaced under the supervision of the Ministry of
Tndustrvy and iocal handicrafts and under the financial
sunervisioh of the Ministrv of Fconomy, Finance and Planning.

C.S5.P.T has a net nositive situation which increases Frﬁm
year to yvyear. From 1985 to 19%0, it increased by about 9%. This
comfortahia siftuation has enabled the enterprises to avoid
running into laong term debts to fiance its investments. In fact,
eqauity capital represents on average 4 times the total debts.
C.S.P.T has through its massive reserves and increased capital,
suceceded in maintaing its financial autonomy.

C.S8.P.T creates a considerablie amount of value added for the
Senegaliese economy reaching a peak of z2bout 5.8 biliion in 1989,
However, a fail 1in the vaiue added in 1990 as a resulit of a
decline in marketed outnut is worthy of note.

Concerning the marketed output, it is to be also noted that
it reached considerablie proportions in 1988 and 1989 before

decliining by 20.2%.
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C.S5.P.T has a total of 700 emnliovees on its pavroll. This
inciudes 35 senior managerial and associated officers. g5

micddie-level staff and A70 clierks and manual workers.,

TIT, PROCFEDINGS OF THFE SFEMTNAR

A. FACTORS ACCOUNTTING FOR FATI.URE, TURNAROUND AND SUCCESS OF
AFRICAN PURI.IC ENTFRPRTSFS,

The discussions of the case studies hv participants
were nreceeded by presentations of a consolidated Synoptic
Report emboding findings from five public enterprises and
separately on each of the other four public enterprises?.

NFPA was reported to be a Tloss-making enternrise,
SUNGURATFX as poor performing enterprise, the Ethiopian a
case of successful enterprise, the SAC as a loss making
enterprise exemnlifyving situation of an enterprise with
scant information. inadeauate accounting reports. unstable
managaemaent. and operating in the dark. The UGMC represented
a case OT a turnaround depicting an enterprise struggiing
for racovery despite hostile environment and acverse macro-

economic factors.

Consolidated Synoptic Report was presented by Prof.
Mukandala. Other nresentations were by Prof. Sharma on Botswana
Meat Commission: Mousieur M. Ndiave on Compagnie Senegaiaise des
Phosphate de Taiba: Dr. ialeve on Societe Rennoise des Textiies
and Nana 7. Kussil on the Volta River Authority, Ghana (on behalf
of Mr. Notse)
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The BMC (Botswana) was reported to be a case of a
auccess astarv of a nubhlic enterprise performance but, with
a question as to the continuity of such a success in face

of Tooming adverse factors that may sef~hack the success.

The Volta River Authority (Ghana) case of good financial
pefromance and continued success with good government relation
through use of cornérate pian and performance contract. It
represents aliso examnie of atable management with 3 Chief
Executives in 30 vears.

Societe des Beninoise Textiles (Renin)., was a successful
doint venture in which government used t.c have 49% shares. CSPT
(Senegail) was renorted as a case of a proftahle company despite
negative international economic environment factors [(substitute
product, price, stiff competition). Tt is strategic enternrise
in an important sector of the national economy which the
governemt, acauired stage by stage. Government has 50% ownership.

Tn the discussion that followed the participants devoted
time to0 examining conceptual issues regarding criteria for
evaluating successtul and poor performing enternrises. Among the
issues raised are inciuded: Is profitability (profit
maximization) the only objective Public Enterprise should or can
pursue? Is profitabiiity an appronriate concept to evaluate
peformance of PFs? Should not the criteria for Public Etnerprise
performance evaluation be different from commercial enterprises?
How can a PFE aperate prafitability in face of hostile
environment, negative macro-economic factors? Wwhat is or should

he the criteria for success or failure of an enterprise?
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n sharing their exneriences. narticipants observed that
the evaluation of the performance of puhiic enterprises should
he made in the context of the ohiectives for which they were set
up.

While participants recognized that profit can be useful
benchmark for determing success or failure of public enterprises,
they at the same time cautioned that it can be either inadequate
or inapnropriate criteria for evaluating nerformance. Tt would
bhe 1inadenuate 1in 1instances where governments reauire public

enternrise to npursue hoth economic and social objectives as

aliuded to above, Social obiectives cannot be fulfilied
Aadequateliv without profitabiltiy. Profitability is a social
obijective, Fven if profitahility has to be foregone to attain

social ohjective fhen the opportunity cost must be clearly
established and consciousiy refliected 1in fthe evaiuation of
critereas. " Pursuit of social obiective should not preclude
pursuit of financiail profits.

Profif would be an inanppropnriate criteria in cases where
nublic enternrise enioy a monopnoly status which assures it of
profit through price manipuiation. Fven withouft making profit
an enternrise coulrd be adiudged to be doing well, for example,
a firmwhich is successfuly imdertaiomg rehahiiitating nrogrammes

-
11

but still incurring losses. The (IGMC is reported to have paid
bonus to empioyees bcause they had conducted important
rehahilitation bprogramme. Other coriteria for nerfnrmance
evaluation should inciude: uninterrupted availabiiity of goods

and services: extent of short term and lTongterm objiective

fulfiiiment; extent of human resource development; extent of
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auaiity control - gquality of preoduct or- service:; Management
efficiency: empnloyee relations: and guality of service or
product..

After making the ahove general obhservations, the
participants broceeded to identify the factors accounting for
poor and successful performance of African puhlic enternrises.
In so doing, they drew on The expariences from the case studies
as well as other relevant exneriences from the Indian and
Commonweaith cases which were also nresented ta the workshop.

Below are listed the factors attributed to success of African

Pubiic Fnternrises.

A. MANAGERIAL INNOVATIONS AN} PRACTICES THAT
CONTRIBUTF T0O SIICOFSS
{a) FEffective Fxecurive |eadership
- ingenuity, combetence and dynamism of Mat,
inciuding Roard of Directors:
- aguaiified, experienced, areative and commited
Management
{(h) 0Olarity of Ohjectives and Performance Criteria
= clear specification and appreciation of
enterprise mission and ohjectives in general
as well as enterprise performance criteria.
- obiectives must be communicated within the
enternrise.

= reguiar and periodic evaluation aof PF.
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(d}

(e}

(f)
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Financial, Managerial and Commercial Aistonomy

- Timited ministerial <control and political
interference;

- freedom to fix the prices of products;

- freadom Lo procure funds from both the money
and capital harket;

- freedom to invest;

- freedom to vary the quality and type of
product; and

- freedom to hire, discipline, and fire staff

Fffective Human Resources Management

-~ positive and responsive personnel policies
and practices - inacluding promof.ion based on
merit and sound recruitment. pnlicy based on
merit to ensure the right person for the
right iob.

- motivation and develiopment of emnlovmees -
including competiftive salary structure and
canditions of service, remiuneration 1inked
with nroductivity {eq. payment of
productivity bonusi, and emnhasis on training
as a goal for improving staff productivity

and ioh performance

Fffactive Communicaition and Climate of Openness
Sound Financial Structure and Good Financial

Management.
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- including reliiance on modern finance toois
and procedures, emphasising importance of
nre- and post audit,

- proper financing atrategy.

(i) Cuiture of Performance and Excellence
- successful performance and pursuit of
excelience and a cuiture that promotes
business or enterprise culture as distinct
from administrative or hureaucratic cuiture

~ Technical innovation and adaptation.

B. FACTORS CONTRIBUTING TO FAILURE OF PIBILIC ENTFRPRISFS

The

particinants identified the following factors as

contributing to poor performance of pubiic enterprises in Africa,

{a)
(b)
{e)
(d)

(e}

(f)

(a)

{(h)

Excessive Control and Political Interference
Manhagerial Incompeatence

Poar Finanacial Rase of Enterprise

Low Tntegrity and Tncompefence of Roard of Directors
Managerial corruntion

Poor Personnel Policies and Practices - including
Overstaffing, High Staff Turnover, Poor Jabh Definition,
etc,

Theffective Practice of Management by Strateagy

tow Priority Attention to Promotion of FEnterprise

Culture
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{i) Tmpact of Fxternal Factors Bevond the Control of
Management - inciuding Price Fluctuations in the Worid
market and Macroeconomic Policies of Government

(i) Unclear obhiectives by government

(k1 ilack aof fiduciary responsibiiitny by governments as
owners of pubiic enterprises,

(1) Poor Tndustrial Relations

(m) Poor Feasibility Study and Location of Fnternrise: and

(n) Tnabhiliity aof Fnternrises to Respond to TInadequate

Infrastructural Sunport.

TV, PROPOSALS FOR DFEVFILOPTNG GUIDFILTNES FOR ASSTSSTNG AFRTCAN

PURLIC ENTFRPRTSES

In view of the important 1ink between good pubhlic enterprise
nerformance and monitoring such performance through approoriate
inidicators. parfticipants devoted time to discussing guidelines
to he develapecd for assesaing nubhliic enternrise performance,
They underiined that any evaluation of pubiic enterprise
nerformance must be based on the obiectives for which the pubiic
enterprise are estabiished. Tn this connection, thev noted that
objectives of seftting up public enterprises 1in Africa are
muitidimensional. The participants then didentified the

folliowing:

1. The national control of economy:
2. Bet.ter utilization of national resources;
3 The control of the commanding heiaghts of the economy

such as eneray, transportation and communications:
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4, Acceleration the pace of economic development,
especialiy in a situation where the domestic private
sector is weak and there 1is need to avoid Tforeign
domination.
5. The provision of essential social services.
6. Fmnioyment generation,
e Eguitable distribution of income in order to protect
the poor and the vulnerable groups 1in society;

B Financial and commercial objectives,

These reasons have to be reviewad from time to time by
governments, however,

The participants identified three broad indicators for
assessing - the qperformance of PEs. These are financial
indicators, efficiency indicators and effectiveness indicators.
The extent to which they can be applied however depends on the
type of the PE.

Some of the key indicators propased inciude the following:

Financiai Indicators

s Saies trend

25 Revenue (sales plus other income) trend
3 Cost trend

4, Financial ratios:

39 current ratio
(11) debt, equity ratio
(141} debht.: asset ratio

{iv) eaquity: asset ratio
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(v current debt to asset ratio
(vi) return on sales

{vii) return on eaquity

(viii) return on capital empioved
(ix) return on total assets

Efficiency Indicators

2.

13.
14,
15.

16.

capacity utilisation

growth rate nf output

growth rate of saies

aualitvy of outnhut

capacity utiiization rate (Plant factor)

piant availabilityvy rate

labour productivity

human resource development (e.g. No., of weeks training per
empliovee}

motivation

systam wastage rate

operating ratio

administration expense control ratio

days receivable ratio

cost efficiency ratio (average cost per unit saie)
customer satisfaction index

onerational and efficiency audit {financial audit,
management, audit, technical audit, human canital audit, and

systems audit)
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Fffectiveness Indicators

The term effectiveness appliies to enterprise ohjectives and

the extent t.o which these are achieved. Since public enterprises

in developing countries seldom have cleariy defined., unambiguous

and consistent aobijectives, attempts 1o assess their effectiveness

are freauentiy difficult and frustratina,

Tn arder to he ablie tn assess the effectiveness of PEs the

particinants proposed the following points for consideration.

1.

-

Z.

%]

Obiectives must be cleariy specitied

Obiectives need to be guantified, thatn is, translated
into targets for resource use and outputs or
performance expected. based upon realistic assessments
of what is feasible for the enterprise

There 1is need to distinguish between political
ohiectives of government in estahiishing an enterprise
and corporate objectives of the enterprise. Corporate
obiectives must be ocperational and often derive from -
the governments nolicy ohiectives.

Fnterprise or cornorate ohjectives in key areas may
include:

{1) profit requirement

(i1} Tinancial resource utiiization
{111} physical rescurce utiiization

{iv} market shars

(v} 1innovation

{(vi) productivity and aquality

(vii) human resource develonment

(viii) social responsibility
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Corporate objectives in these key areas, among others, must
be cliearly defined and aquantified to ensure meaninaful ex-posat
performance assessment. Finally it must be noted that ex-post
performance anaiysis of a PF must he closely reliated ta its

cornorate objectives and the government’s political ohiectives,

V. i FSSONS AND RECOMMENDATTONS FROM CASF AND GCOMPARATIVE
STUDTES
Participants drew a numbher of lTessons from the case studies
and recommendations for improving performance of public
enterprises. These lessons and recommendations aliso benefited
from the comparative perspectives offered by the papers on the
commonwealth and Tndian experiences?
£ I LESSONS
These iesasons included the need for:
- clear concepticn of enterprise cbiectives.
5 competent professional management team. confident,
creative and innovative,
~ stability and continuity of top level management,
- maintaining firms’s operational and strategic autonomy
= maintain cordial and cooperative relationship with
aocvarnment.

- sound organizational structure.

bresentations were on: nubiic enternrises management.:
Strategies for Success Programme of the Commonwealth Secretariat
presented by Dr. H. Akuokoe - Frimpong: Turnaround of sick public
enternrise in Tndia: |essons for Africa pubiic enterprises hy
Professor Kandhwaiia presented by Professor Shirima.
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- managerial structures and financial
discipiine with appropriate financial control
mechaniams.

- desian and execution of sound corporate policies and
strategies.

= a peaceful and conducive socio political environment.
and sound macro economic framework,

- proper recruitment nolicies and practices.

- staff training in development programmes,

- maintaining anpropriate and harmonious industrial
relation conducive to productivity.

W awarsness of and sensiftivity to ftechnological change,
innavation and competition., abhility to svstematically
adapt and change and need to maintain, rehathitate
and modernize piant machinery,

= product and service quality control.

= appropriate salary structure, remuneration, and

~incentive.

= providing an enabling environment for firm to operate.

- installation of appropriate 1information system for
nreparation of ftimelv, reliabie and pertinent

information data.

In addition, the participants made the folilowing
observations in regaed-to:-

- The owner/investor of the PFE (Government) 1is not

~ concerned with the ne%formance of the enterprise way,

even in cases where poor financial performance 1is
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evident. No PE manager has ever been fired for poor
financial performance of enternrise,
Government institutional rules and regulations and
macro-economic framework tend to constrain managers’
efforts to rehabiiitate and revive nublic enterprises,
Managers are constantliy faced with new government
paoiicies that counteract impiemantation of new
rehahilitation progammes. i.e taxes, liberalization,
infrastructure. foreign exchange. Changas in policies
are instituted by government without regard to their
effect on PE performance.
Autonomy 15 not  enougn uniess accompanied by &
favourablie climate or strategic supnort by the owner
shareholders,
In evaluating managers, operational problems must be
distinguished from strategic problems which are non-
conhtroiiable factors.
PE  have multiplicity of objectives, economic
ohiectives, social oniectives, financial obiectives and
hence need to develop ecnomic indices., social indices,
and financial indices.
Managers should assess enterprise condition and status
before accepting appointment.. and even refuse the
apnointment uniess certain pre-conditions are met.
Emphasis on human resources, that 1is development. of
peaple - abiiity to motivate and train them is most
important factor in explaining success or failure of

enterprise performance.



2. REFCOMMENDATTONS

Having reviewed the imnartant Tessons that can bhe Tearnt for

the case and comparative studias, the participants recommnded the

following strategies for improvement..

{(b)
(c)

(d)

(ai}

(h}
1

(i)

-
aand
Lo

(n)

()

Strategic and Carporate Planning

Capital Restructuring and Financial Management
Diversification and Divestment

Market Orientation, Export Marketing  and
Competitiveness

Technolongical Competence and Ancilliarisation
Settina of Ohiectives and Performance Criteria through
Negotiation between Enterprise and Government

Sound Mechanism for Selection and Development of Chief
Executivas

Capacity utiliration

Projection and forecast of saies

Simpniification of the [ ines of Accauntabhility
Adoption of Appropriate Structure and Systematic
Mechanisms, e.g. Holding Companies and Memorandum of
Understanding

Promotion of “Management by S8trategvy” Culture in
Fnterprises

Priority Attention to Effective Human Resources
Management

Enhancement of Enterprise Culture

Fffective Managaerial or Executive lLeadership
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(a)
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Tdentification of Strangest and Weakest Paints of
Fnterprise with a View to Fnhancing Performance

Fxnloitation of Favourable Fxternal Factors to Promote

m

nterprise Performance and
Tdentification and mobilization of Feievant.
Stakeholders for the Renefit of Good Fnterprise

Perfaormance.

VI. CONCLUSTON

The participants of the waorkshop commended FCA for the

successive initiatives it had taken hy organzing workshops aimer

at enhancing the efficiency and operation of African public

enternrises, This was declared as a right step in the right

direction

The

particinants Aaiso recommendad That 1n 1its future

activities FOA/SAPAM shoulid try to address the following issues

which they felt were priority areas:

(al

(h)

"
5]
vt

(d)

Case studies on Policy Analytic Capability in Public
Enterprises in Africa.

Financial Management 1incliuding pubiishing Annual
Reports and Statements of Accounts.

(ase Studies oh Mechanisms fTor Appointing Chief
Executives and Tmpact on Public Enternrise Perfarmance,
Reflections on the FEffects of Structural Adiustment
Programmes on Public Enterprise Performance in Africa.
Case Studies on Appiication of Market Mechanisms for

Running Public Enterprises.
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{f) -Case Studies on Public Enterprise Financial
Profitability and Social Responsibility.

(g) Debt management in Africa publiic enferprises,

{h) The 1issue of time maéagemeht by Chief FExecutives of
African Public Enterprises.

{11 Productivity Measurement in African Pubhiic Fnterprises,

(i) Develoning organizational manuals for African Public
Fnternirses,

(k) Rudgeting and control in Public Fnterprises in Africa

(1} Relevance, Tranaferahili*v and non-tranaferabiiity of
Western Management techniques 1in African Public

Fnterpnrises.

Enhancing performance assessment skills of African

f"‘\
3
b

Punlic Fnterprise Managers,

The participants called on ECA to use its good offices to
hring the report of this workshop fo the attention of the
differenct African governments as well as fto the managers of
various oublic entarprises in Africa who were not represented in
this workshon,

Finally the participants expressed their appreciation to
the consultants and resource persons for their contributions, the
chairmen and rappcorteurs of the different sessions for their
axcellient nerformance in conducting the meetings and the Director

and staff of IDEP for providing excellent supnort and for the

nhysical faciiities they put at their disponsal.

.1.- -



