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Abstract

Public enterprises (PEs) play an important role in sub-Saharan
Africa in terms of their contribution to output, investment and employment.
But PE financial losses impose a burden on government finance and the
banking system. Moreover, resource allocation in the economy is affected
by a variety of measures that favor PEs, including direct and indirect
subsidies, and preferential PE access to borrowing.

In recent years, governments have been introducing a wide range of
reforms aimed at improving PE performance and the use of resources in the
economy, and some signs of progress are emerging. Financial results have
improved for many PEs in the sector, and the number of PEs in the region as
a whole is no longer growing.

However, PEs are a continuing drain on government budgets and
receive net transfers equivalent to as much as one-fifth of government
fiscal deficits in recent years. Moreover, reform measures to strengthen
enterprise finances, where taken, are not always reinforced; slow or
inadequate actions on management incentives and divestiture are
perpetuating PE losses and the burden on public finances.

The PE sector is large, accounting for a substantial share of
value-added (15 percent), investment (25-30 percent), and formal sector
employment (25-30 percent) during 1980-1986. These shares appear to be
higher in Africa than in other developing regions. Although trends in
these indicators are ambiguous for the 1980s, expansion of the sector
appears to be slowing down as compared to the 1970s. The total number of
PEs (around 3000) has remained steady during 1980-1986. For 25 countries
with data, 13 governments have reduced the number of PEs, while 7 have
created new ones or reclassified some entities as PEs. In 1987, nearly 100
PEs were scheduled for privatization or liquidation.

The sector is performing poorly as measured by financial deficits
and is a burden on public finances. PE financial results (aggregate
profits minus losses) as a percentage of GDP range from 1.4 to -4.3; the
median is around -0.6 percent for 21 countries with data. Financial flows
(excluding lending) to PEs from government are roughly 50-65 percent higher
than flows in the opposite direction (excluding interest and principle
payments) and are equivalent to an average of about 10-15 percent of
government deficits in recent years.

PE borrowing has adverse effects on credit markets. The PE share
of domestic credit and external debt is at least 15 percent for each, and
these loans are not regularly serviced. Moreover, in years when PEs borrow
heavily from domestic banks and create non-performing debt, poor quality
assets weaken the banking system and limit the availability of credit to
other borrowers, which may "crowd out" more productive investments.
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To address some of these difficulties, African governments are
broadening their reform efforts, and 26 of 31 countries surveyed are now
receiving external assistance in support of their programs which aim at
improving performance of the sector and rationalizing its content. As of
mid-1988, the following measures had been implemented mostly since 1985.

- Privatization and Liquidation: In 19 countries, 80 public
enterprises were privatized (shares sold to the private sector) and 60 PEs
were open for bids in 11 countries. In 13 countries, 78 public enterprises
were liquidated (assets sold off and business activities redefined or
stopped) and 52 PEs were in the process of being liquidated in 9 countries.

- Physical and Financial Rehabilitation: Programs were
implemented in 56 PEs across the region.

- Management and Performance Contracts: In 17 countries, 54
management contracts (with private managers) were signed. In five
countries, 16 performance contracts (between governments and PEs) were
adopted.

- Management Incentives and Institutional Changes: At least 13
countries granted more autonomy to PE managers in operational decision-
making; in seven countries governing boards were given independence in
planning. Fourteen countries granted public enterprises more freedom in
price setting, and new accounting and auditing systems were adopted in 12
countries.

While it is still too early to measure the impact of these
actions, early signs suggest improvements. Although financial losses
remain greater than profits, these losses are declining in a majority of
countries. For 18 countries with data, net results had improved in 8 while
they worsened in only three during 1980-86. Nonetheless, these
improvements have not reduced the financial burden of PEs on government.
Transfers in the direction of PEs remain large; although governments are
reducing the level of direct transfers (subsidies and the like) to the
sector, these flows are resurfacing through government assumption of PE
debt which is an implicit flow to PEs. By assuming PE debt, government
improves the financial picture of PEs (in some cases a neccessary step for
rehabilitation or sale of an enterprise), but in doing so transfers the
burden of PE debt servicing to its own treasury.

To improve financial performance and resource utilization by PEs,
positive steps need to be intensified. Thus, a deepened commitment and
timely implementation of reform measures -- notably the liberalization of
price-setting, rehabilitation and divestiture, as well as institutional and
legal changes -- are crucial to fully address the underlying problems of
the sector.
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Preface

Public enterprise reforms can play a major role in economic
recovery, especially in Africa, because they promote efficiency in a sector
that is large and, although improving, is still performing poorly.
Monitoring the performance of public enterprises is an important means of
assessing the effectiveness and strengthening reform programs: it provides
useful economic and financial information to policymakers and analysts
alike, acts as a tool for measuring the strengths and weaknesses of
enterprises, and serves as a guide in decision-making for resource
allocation and for the design of reform programs.

The primary objective of this paper is to present a collection of
data on public enterprises in sub-Saharan Africa. These data can be used
for comparative analysis -- to identify trends in sector size, performance,
financing, and evidence of reforms -- which could have implications for
public policy. Data, however, are not complete and gaps exist for many
indicators, while some countries are not covered at all. At one level,
this paper takes a step in that direction by pointing to the need for more
to be done to collect data systematically.

Despite these limitations, certain trends appear to be emerging in
the wake of reform and recovery programs: the rate of growth of the sector
has slowed, and financial performance has improved.

This study stems from a joint UNDP/World Bank financed project
(RAF 86/085) designed to monitor economic performance as part of the U.N.
Program of Action for African Economic Recovery and Development
(1986-1990). It was prepared in the Trade and Finance Division of the
Africa Technical Department.

Hans Wyss
Director, Technical Department

Africa Region
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I. Introduction

Public enterprises (PEs) play an important role in sub-Saharan
Africa (SSA) in terms of their contribution to output, investment, and
employment. PEs also provide a channel through which governments deliver
social services and goods, and transfer technology. But while many
benefits stem from PE activities, evidence suggests that most PEs do not
successfully mobilize or efficiently utilize resources. Instead, they
impose a burden on public finance and distort the use of resources in the
economy. Because the sector is large, these effects are not marginal. To
alleviate some of these problems, most governments have introduced reforms.
The purpose of this paper is to examine Africa's public enterprise sector
and evidence of reforms, particularly during 1980-1987, and to present
preliminary and tentative findings on sector size, financial flows
(including PE performance and financing), resource usage, and the extent of
reform efforts.

This paper is organized into seven chapters. Chapter one
introduces the main findings, discusses the use of data and explores the
history of PEs in Africa. Chapter two provides an overview of today's PE
sector with an emphasis on size and financial performance. Chapter three
discusses financial flows among PEs on the one hand, and with the
government, and the banking system on the other. Chapter four looks at PE
financial indicators and explores questions of efficiency and productivity.
Chapter five reviews the root problems of PE performance and assesses the
design and implementation of reform programs. Chapter six analyzes several
countries' experiences with PE reform, and draws lessons for the future. A
brief conclusion constitutes the final chapter. Several annexes support
these chapters, as referenced in the Table of Contents.

Preliminary Findings

African governments have deepened their commitment to public
enterprise reform, particularly in the past two years, and some signs of
progress are emerging where reforms have taken hold. The strength of these
efforts has increased and 26 of 31 countries surveyed are now receiving
external assistance intended to improve performance of the sector and to
rationalize government holdings. A few countries have started or
undertaken PE reforms without external assistance.

Most major reform efforts focus on physical and financial
rehabilitation of PEs, and to a lesser degree, on divestiture. Efforts to
improve incentives within the sector include granting more autonomy to PE
managers in operational decision-making, and to governing boards in
planning. Accounting and auditing systems are being improved to promote
the financial transparency of operations. Management contracts and
performance agreements, including contract plans, offer an alternative to
privatization for financially viable, strategic enterprises.
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Although it is still too early to assess the full impact and
effectiveness of PE reforms, early signs show improved financial
performance by some PEs, and a general slowing of growth in sector size.
But progress remains weak in the area of resource mobilization; PEs
continue to operate as a drain on public finance and the banking sector
which may have an adverse impact on growth in the economy. In some cases,
governments are implementing PE reforms unevenly, perpetuating the net flow
of resources to the sector, and sustaining high levels of budgetary and
non-budgetary transfers to PEs. Direct subsidies to PEs have fallen in
recent years but they are resurfacing through government absorption of PE
debt. Moreover, in some countries, PEs continue to gain preferential
access to domestic credit, and these loans are not always serviced.

African governments have taken a number of steps toward reforming
the PE sector, but reforms take time, sometimes years before the proper
mechanisms are fully in place, longer if improper steps are taken. The
decline in Africa's domestic savings rate and flow of capital from external
private sources narrows the range of resource options available for
financing PE inefficiencies, and unambiguously challenges governments to
improve the use of sector resources. This means, among other things,
confronting the root problems of poor PE performance, and addressing them
with well-designed and fully implemented reform programs. Thus, both
political and financial commitments must be raised to a level commensurate
with the constraints of the sector.

Data and Methodology

To understand the nature and size of the PE sector, and the impact
of reform programs, it is necessary to clarify the meaning of public
enterprises. In this paper, PEs are defined to include entities that are:
expected to earn most of their revenue from the sale of goods and services,
have a separate legal identity, and are majority-owned by government with
some exceptions (Shirley, 1983). Major mineral or commodity exporting
enterprises which weigh heavily on the size and performance of the sector
are included in sectoral data for most countries. Financial enterprises,
regulatory, educational, health and promotional agencies are excluded. 1

1/ Some irregularities in data coverage stem from differences in
classification and availability of data. For example, publicly-owned
telecommunications companies which commonly operate as commercial
entities in Africa, are considered PEs according to the definition
employed here. Senegal's telecommunications company, SONATEL, though a
joint venture, is expected to be self-financing and must submit
financial statements on a regular basis to the government. In Malawi,
on the other hand, telecom operations are part of the Ministry of
Transportation and Communication; but government departments are not
expected to operate commercially, and do not submit financial statements
for external audit. Although both entities are defined in this report
as PEs, data on Senegal's telecommunication company are available,
whereas Malawi's are not.
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The database compiled for this report contains over 50 indicators
which cover three broad areas; size of the sector, financial results
(including financial performance and financing of PEs), and progress on
reform programs. It currently covers 31 countries which account for 95
percent of sub-Saharan Africa's GDP. These 31 countries are characterized
by a broad array of political, economic and demographic features, as
detailed in Table A.1 of the Annex. Country features are provided as a
backdrop to the analysis of the PE sector which may reveal relationships
between the results found in the data, and other characteristics of the
country.

The database is limited. First, time series data are incomplete;
for many indicators, the data are available for one or two years only, and
the paucity of data for the years 1986 and 1987 makes it extremely
difficult at this stage to assess and monitor systematically and
quantitatively the impact of PE reforms initiated as recently as 1986 and
1987. Second, data quality is inadequate in some cases; the insufficiency
of information on government lending to PEs, and arrears between PEs and
government, reflects a general lack of transparency in PE accounts and
impairs the assessment of PE profitability. Third, data consistency over
time and data comparability across countries is problematic at best, due to
varying definitions of profits and sector size, different accounting
methods, and more seriously, because of changes in country coverage. In
addition, financial accounting and data collection for PEs remain very weak
in Africa, impairing the capacity of governments and managers to monitor
the trends in financial performance of public enterprises.

As a final point, large PEs, (utilities, refineries, etc.) that
often require foreign capital, are more likely to provide financial
accounts, than small PEs. This may in some cases bias sample data,
particularly as concerns profitability, capital intensity and structure,
and employment. As an example, most agricultural marketing boards appear
to be major financial losers, while petroleum marketing companies have been
until recently at least, usually big profit makers; if the sample in
question includes one but not the other, the results for that country could
be vastly different. For this reason, close attention must be paid to
footnotes in the Annex tables which describe country coverage. Wherever
possible the data have been standardized, or like in the case above, the
problem is highlighted. Adjustments in aggregate results (for missing
data), although rare, are clearly indicated.

Background on Africa's Public Enterprise Sector

The history of PEs in most of sub-Saharan Africa dates to the
colonial period. It was, however, after Independence that the sector
expanded rapidly. Many African states inherited (or purchased) PEs,
particularly in the public utility and transportation sectors, which had
previously been part of the colonial government. Development planners saw
in the public sector a means of expanding employment and industrial
development; under programs of self-reliance and state-led growth, new PEs
were created and some privately-held companies were nationalized. The
post-independence era witnessed a proliferation of PEs in a variety of
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areas like manufacturing, mining, state farms, and agricultural marketing
boards. Between 1967 and 1980, over half of Africa's PEs came into
existence (Nellis, 1988a). Public enterprise expansion was particularly
marked in the manufacturing sector as seen in Table 1. This expansion was
generally true for all countries irrespective of economic orientation.

Table 1. Public Enterprise Expansion in the Manufacturing Sector
PE Share of Manufacturing Value-Added (in percent)

1960s 1970s
Country and Sector Beginning End Beginning End

Ghana
State owned PEs 13.3 16.0 17.2 27.1
Joint State/Private 7.9 19.7 18.0 25.6
Sub-total 21.2 35.7 35.2 52.7
Private 78.9 64.3 64.8 47.3

Zambia
Public/Parastatal n.a. n.a. 53.2 56.4
Private n.a. n.a. 46.8 43.6

Tanzania
Parastatal 5.0 22.5 32.2 31.0
Private 95.0 77.5 66.8 69.0

Kenya
Public Enterprise 15.5 13.2 18.0 n.a.
Private 84.5 86.8 82.0 n.a.

PE Share of Industrial Equity Capital
Beginnning 1960s Mid 1970s

Cote d'Ivoire 10.0 21.0
Niger 22.0 38.0

Source: William F. Steel and Jonathan W. Evans, World Bank.
Technical Paper No. 25, Washington D.C. 1984.

Growth of the PE sector during the 1970s was financed by rising
export earnings and increased external and domestic borrowing. By the mid-
1970s, the oil price boom and high prices for other commodities raised
government revenues in much of the region. This led to both increased
expenditure and increased borrowing -- both because the high prices gave an
impresssion of creditworthiness and because they neeeded it to sustain
expenditure programs including PE investments when prices did begin to
decline.

By 1982 Africa faced sagging commodity prices, weakened export
earnings, massive debt buildup, and rising interest rates;2 these

2/ Rising interest rates afffect debt servicing to the extent that the
loans carry variable rates. About 20 percent of PE direct external debt

Continued on next page
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developments more than doubled the debt-service ratio for the two year
period 1981-1982, as compared to the previous two-year period 1979-1980. A
simultaneous decline in the internal generation of resources was evidenced
by a fall in domestic saving rates and a rise in fiscal deficits during the
same period. These difficulties in part resulted from and were exacerbated
by inappropriate domestic policies, unproductive investment, deteriorating
infrastructure and productive capacity, poor policy implementation, limited
administrative and technical capabilities, the rise of informal or parallel
economies, and pervasive corruption (Callaghy and Wilson). The confluence
of these developments led many African governments to re-examine the
workings of their economies, and to deliberate over reform programs. PEs
became a logical target for reform in view of their shared problems across
sectors, and the emerging burden they imposed on government and the banking
system.

Continued from previous page
(DOD) carried variable interest rates in 1982; for total sub-Saharan
Africa, the figure was 25-30 percent.
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II. Key Features of the Public Enterprise Sector

An important feature of public enterprises, and one that deserves
early mention, is the skewed size distribution of most PE sectors.
Typically, a very few enterprises account for significant shares of the
total sector. In Nigeria, for example, seven very important enterprises
out of over 100 PEs account for about 60 percent of the total investment in
the sector. In many countries, one to two PEs account for more than half
the sector's losses or profits. This has implications for the design of
reform programs and the interpretation of the data on size and performance
of the sector.

Although the data for 1986 and 1987 are scarce, the following
pictures of sector size and financial performance emerge from recent data
available for subsets of countries.

Number of Public Enterprises

Africa's PE sector consists of nearly 3000 enterprises;
(Table A.3) the median number per country is 64. Although the total number
of PEs in sub-Saharan Africa has remained steady on balance during
1980-1986,3 it appears to be declining in most countries; for a sample of
25 countries, 13 have reduced the number of PEs, while seven countries have
created new ones or improved classification of PEs. Nearly 100 PEs were
expected to be privatized or liquidated in 1987, although an accurate
update of these efforts is unavailable.

The number of PEs is not a sufficient measure of sectoral
importance; PE share of inputs and outputs are more telling. Nonetheless,
the number of PEs most governments can effectively oversee depends on the
availability of managerial skills; in countries where these resources are
scarce, measures to monitor financial flows and to avoid arrears will
strain administrative resources as long as the number of PEs remains large
(World Bank, 1988).

Key Indicators of Public Enterprise Importance

One of the best measures of sector size is PE contribution to
value added in the economy (Table A.4). At market prices, PE share of GDP
is roughly 15 percent (median adjusted to account for excluded enterprises)

3/ This can be explained, in part, by a large increase in the number of PEs
in the Sudan. According to World Bank staff, this increase is more a
result of improved classification and auditing than simply an increase
in the number of PEs.
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for 18 countries, ranging from five percent in C.A.R to 48 percent in
Sudan.4 For eight countries with time series data, no aggregate trend is
observable; Congo rose slightly during 1981-1985 from 10.1 percent to 11.3
percent, and Malawi fell during 1980-1983 from 9.5 to 6.8 percent.

As a share of total gross domestic investment (Table A.5), PEs
range (for 12 countries) from 8 percent in Mali to 54 percent in Zambia;
the median is also around 25-30 percent and is adjusted to account for
excluded enterprises during the 1980s. For 11 countries with time series
data, most countries show no trend. Exceptions include Malawi which shows
a decrease against rising total domestic investment, and Zambia where PE
investment is being maintained in the face of declining GDI.

The ratio of PE employment to total formal sector employment
varies substantially for 14 countries from the lowest (Kenya, 9 percent in
1981) to the highest (Guinea, 68 percent in 1980) (Table A.6). The median
for this sample is about 25-30 percent and is adjusted to account for
excluded enterprises. Employment trends, while changing little in the
aggregate, represent a slowdown from past growth, particularly in the
1970s, and are lower than labor-force growth.

Comparison with Other Regions

Overall, PE contributions to key macroeconomic indicators, namely
GDP, investment and formal sector employment, appear to be more important
in Africa than in Latin America or Asia. A rough comparison of output and
investment data on the public enterprise sector for 12 to 18 sub-Saharan
African countries, with data for similar years on 13 to 17 Latin American
and Asian countries (Nair and Filippides), and employment data for a small
sample of countries from the same developing regions (Heller and Tait),
shows the prominence of Africa's PE sector (Table 2):

- The median PE contribution to GDP for Africa (15 percent) is
higher than eleven of thirteen non-African countries; it compares with 28.0
percent for Venezuela, 4.8 percent for the Phillipines, 3.8 percent for
Brazil and 2.7 percent for Bangladesh -- from various years during
1980-1986.

4/ PE value added is generally measured at market prices, and excludes by
definition subsidies and indirect taxes. To the extent that PEs sell
goods and services below "market value", PE value added is understated.
To the extent that PEs sell goods and services above "market value", PE
value added is overstated. Total value added (or total GDP), in turn,
is affected by similar principles. Subsidies represent loosely,
transfers to the economy (in the case of underpricing), and to the firm
(in the case of overpricing); in no accounting sense do they reflect the
difference between market price and market value.



-8-

Table 2: Public Enterprise Share of Output, Investment and Employmenta
PE ShareD Range Number of

Indicator (Percent) (Percent) Countries

Output (GDP):
Africa 15 4-48 18
Asia 3 1-7 6
Latin America 12 2-28 8

Investment (GDI or GFCF):
Africa 25 8-54 12
Asia 17 10-56 9
Latin America 19 7-47 17

Employment (Formal Sector):
Africa 14c 2-37 8
Asia 15 3-29 4
Latin America 5 1-10 5

Notes: a. Output and investment data for 1980-86; employment data for 1976-82.
b. Regional figures are median estimates of sample country data.
c. A more recent figure is 25-30 percent according to data (1980-86).

- The median PE share of gross domestic investment for Africa
(25-30 percent) is higher than 17 of 26 non-African countries, roughly the
same as three countries and lower than six; it compares with 46.7 percent
for Venezuela, 33.8 percent for Turkey, 19.3 percent for Korea 17.7 percent
for the Philippines, and 14.2 percent for Bangladesh -- from various years
during 1980-1986.

- The PE share of total formal sector employment in SSA is 14
percent according to data from 1976-1982, which is about the same as Asia.
But more recent data (1980-1986) for 14 SSA countries suggests that the
median estimate for SSA is now closer to 25-30 percent. The high ratio in
SSA may reflect mostly the degree to which government uses public
enterprises as a generator of employment.

Public Enterprise Activities and Sectoral Breakdown

Africa's PEs operate in all sectors of the economy but are most
important, as measured by percentage shares of GDP for that sector, in
public utilities (85.7 percent) and in mining (55 percent). In the past,
public investment in these sectors was given priority and sustained by
readily available capital for state-guaranteed projects.

The importance of PEs in the output of various sectors for eight
sub-Saharan African countries (Senegal, Ghana, Congo, Sierra Leone,
Tanzania, Kenya, Ethiopia, and Cote d'Ivoire), and nine Asian countries
(India, Bangladesh, Pakistan, Nepal, Bangladesh, Sri Lanka, Singapore,
Thailand and Korea), is indicated below in Table 3:
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Table 3. The Importance of Public Enterprise Output in Major Sectors:
Sub-Saharan Africa and Asia

AFRICA ASIA

PE Share Number of PE Share Number of
Sector (percent) Countries (percent) Countries

Public Utilities 85.7 6 62.1 8
Mining & Quarrying 55.0 4 22.4 5
Transportation
and Communication 41.4 6 28.8 8
Manufacturing 21.0 4 19.0 8
Trade, Hotels
and Restaurants 11.7 4 3.1 8
Construction 8.5 5 13.5 5
Agriculture,
Fish & Forestry 1.8 5 0.7 6

Source: R.P. Short, "The Role of Public Enterprises: An International
Statistical Comparison" in Public Enterprise in Mixed Economies, Robert H.
Floyd, Clive S. Gray, and R.P Short, (IMF: Washington, D.C. 1984).

Note: The importance of PE output is defined for 15 of 17 sampled
countries as PE value-added over GDP (mainly at factor cost). Expressed for
Congo and Ghana as PE share of gross value of output. PE shares are the
arithmetic average from sample data for various years (1974-1980).

By means of rough comparison, Asia's PEs appear to be less
prominent in sectoral output than Africa's PEs (and conversely, Asia's
private sector more prominent than Africa's) for all sectors of the economy
but construction.5 Although, PE contribution to agriculture would seem
low for the above sample, state-owned agricultural marketing boards are
important in most countries owing to their effect on pricing, marketing and
output. State farms generally do not play an important role in
agricultural production with a few exceptions, notably Sudan and Tanzania.

The output of agricultural marketing boards is mainly accounted
for in trade, rather than agricultural output. For example, according to
recent data for Gambia's groundnut marketing board (GPMB), value-added to
total GDP was between 5-7 percent during 1984-1987, and this output was
divided between agriculture (1-2 percent of value-added) and trade (4-5
percent of value-added). A detailed picture of 11 agricultural marketing

5/ The difference in PE sector output from one region to the next, while
offering little information on the quality of goods and services
delivered, illustrates the extent of government involvement through
parastatals in sectoral activity. The relationship between the delivery
of public goods and services, and the source of their delivery (private
or public) varies considerably around the world; a comprehensive
discussion of this topic is undertaken in (Roth, 1987).
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operations and a discussion of their impact on public finance is provided
in Annex C for a group of seven countries (Mali, Zimbabwe, Senegal, Malawi,
Gambia, Niger, and Zambia).

Financial Performance of PEs

Aggregate financial results of the PE sector, or profits less
losses are defined to exclu-e certain flows between PEs and government,
e.g., subsidies, transfers and taxes, but to include interest payments and
depreciation which are treated as part of the cost of doing business.
Taxes, which could be similarly included, are excluded due to a complete
lack of uniformity in their application to public or private enterprises.
Because financial results depend in part on pricing on the revenue side,
and factor costing (wages and interest) on the expenditure side, they are
highly dependent on the market environment in which an entity operates, not
just on operating efficiency. Nonetheless, financial results are used to
derive a variety of ratios which determine the strengths and weaknesses of
enterprises and provide key information about enterprise financing needs,
especially for operating costs, apart from investment requirements.

The financial results of PEs influence the level and composition
of government expenditure, domestic credit and external debt. In countries
where PEs are incurring net losses, this can happen in three ways: 1) by
creating a drain on government budgets through non-payment of taxes and
requiring subsidies to meet capital and recurrent costs; 2) by straining
the credit system and requiring special access and lower-than-market
interest rates on loans that are then not always serviced; and 3) by
diverting foreign-borrowed capital away from investment to cover PE
operating losses.

Financial Results

Net financial results, aggregate profits less aggregate losses, are
negative in most countries where data are available for the years 1980-1986
(Table A.10). Out of 19 countries with time series data, 13 countries show
negative financial results against six with positive results. As for the
six profit-making countries, in all but two cases, net results are based on
samples of PEs and not on the sector as a whole. Some countries show
positive financial results due largely to mineral revenues. In Nigeria, a
sample of four major enterprises includes the NNPC group which is
responsible for part of the production and the export of crude oil. In
Cameroon, the data shows negative financial results, but the sample in
question excludes the profitable oil-exporting PE for which financial
information is not available. Even though financial data for many
countries are drawn from samples of enterprises, the results can be
considered fairly representative of the entire sector (with the above
exceptions) since the samples chosen generally cover considerably more than
half of PE sector output (see notes in Table A.10 for exact shares).

Financial performance of public enterprises is improving in many
countries; net financial results for 8 of 18 countries improved as early as
1985 and may accelerate for 1986 and thereafter, as reform programs take
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effect. Another eight countries show mixed performance, and in two
countries losses seem to be increasing. Net PE losses in Cote d'Ivoire
increased through 1986 despite externally assisted PE reforms as early as
1981.

To compare PE performance across countries, financial results are
measured as a ratio to macroeconomic indicators like GDP, total government
expenditure and overall government deficits. Although PE losses are partly
financed through sources other than government, the last two ratios are
interesting because PEs are part of the public sector, and substantial
shares of government resources could be devoted to financing PE losses or
absorbing PE debt, excluding foreign and domestic borrowing and that,
ultimately, the government is likely to be held financially accountable.

Estimates of net financial results as a percentage of GDP range
from -4.3 percent in the Gambia, to 1.4 percent in Zambia (Table A.11).
The median estimate for 22 countries is -0.6 percent of GDP, a figure which
is based in part upon the results of samples of enterprises. It is
interesting to note that in the Gambia, which has the highest negative
financial results for the sector among the sampled countries, the bulk of
financial losses arose from one enterprise, the Gambia Produce Marketing
Board (GPMB), which recorded a deficit of Dalisis 37.7 million, or 7
percent of GDP in 1983. Negative financial results on the order of 9
percent of GDP for the entire PE sector that year were mainly the result of
a government decision to maintain domestic producer prices in the face of
sharp drops in world groundnut prices. (See Annex C, country study: Gambia,
for details.)

Estimates of financial results as a share of government
expenditure vary widely for 22 countries from 7 percent for a sample of
Nigerian PEs to -15 percent for a sample of Malian PEs (Table A.11). The
median figure is -1.3 percent with a wide distribution. The biggest loss-
makers are also mainly agricultural exporters; they include some of
Africa's biggest economies, including Ghana with financial results of -11
percent, Cote d'Ivoire -11 percent and Cameroon -8 percent. Not
surprisingly, the countries which have had the greatest losses have also
begun to adopt PE reform programs.
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III. Financial Flows of Public Enterprises

Public enterprises finance their losses and investments through
direct financial transfers from government, and borrowing from domestic and
external sources. Profits generated by PEs are channeled back to these
sources or reinvested in the enterprises themselves. PEs also receive
implicit flows through special access to capital and low rates on credit,
as well as through government absorption of PE debt. In turn, PEs
implicitly subsidize government by pricing goods and services below market
value, and allowing liabilities to fall into arrears which are never
recovered.6

The general conclusion is that PEs impose a heavy burden on
government; direct transfers from government to PEs are about 50 percent
higher than flows in the opposite direction. Implicit flows yield an
additional outflow, bringing the total outflow closer to 65 percent in
recent years. Moreover, PEs borrow substantially from the banking system
and create non-performing debt which has implications for private investors
and potentially for growth.

Direct Financial Transfers

Direct financial flows excluding borrowing between government and
public enterprises take two forms: 1) from government to PEs (operating
subsidies, capital transfers and debt servicing); and 2) from PEs to
government (taxes, dividends and net profits). PE gross payments to
government account for an estimated 6.5 percent of government revenues
including grants in 17 countries surveyed (Table A.15). This number may
err on the low side due in some cases to the absence of data on trading
profits transferred to government by major exporting PEs, i.e., the
petroleum company in Cameroon and Somiex exports in Mali (after 1984) where
separate accounts are kept to insulate these revenues from political
pressures.

In the other direction, Government payments to PEs consist of
capital transfers (unrequited receipts to acquire capital), debt servicing
and subsidies. Debt servicing takes two forms: government forgiveness of
its own outstanding loans to PEs (through write-offs or conversion to
equity); and debt servicing on behalf of PEs to third parties, mainly
domestic and external banks. The smallest of these transfers, operating
subsidies, appear to constitute less than 1 percent of government payments
to PEs for a sample of 11 countries. A detailed breakdown of government
payments, however, is difficult to derive due to different accounting
conventions; in some cases, capital or debt service transfers may be the

6/ That is, PEs subsidize consumers of which government is one of the most
important; consumers other than government are not covered in this
section.
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same as operating subsidies, functionally speaking.7

Goverment payments to PEs as a ratio to government expenditure is
estimated at 7.6 percent for 13 countries surveyed (Table A.17). This
figure may err on the low side due to the exclusion of some PEs. While 7.6
percent (PE share of government expenditure) appears to be similar to 6.5
percent (PE share of government revenue), they correspond to entirely
different levels of flows.8 Because government expenditures were on
average some 30 percent higher than revenues during 1980-1986, budgetary
flows from government to PEs would have been just over 50 percent higher
than flows in the opposite direction. The actual differential on net flows
to PEs for five countries is 43 percent. Seen from another angle, net
direct transfers to PEs amount to about 0.8 percent of GDP, or about 11
percent of government deficit for the region.9 These figures are not small
for a sector that was supposed to mobilize resources and contribute to
government revenues.

Implicit Flows

Of course not all flows between PEs and government are part of
direct flows, many are implicit. Implicit flows in the direction of PEs
include arrears to government which are never settled such as unpaid taxes,
dividends and transfers, and prepaid goods and services not delivered.
Implicit flows also include special tax holidays, concessional financing
rates, and debt assumption (as distinguished from debt servicing by the
transfer of the debt liability from the PE to government).

In the other direction, implicit flows to government consist
mainly of payment arrears which are never settled, like unpaid bills for
the provision of light and power at government facilities, and unsubsidized
PE employment of redundant personnel under government directives. Data are
generally unavailable on these arrears. However, the reduction of
government arrears to PEs is one of the targets of many PE reform programs.

7/ Operating subsidies to PEs are commonly justified where PEs provide
social services. In such cases, the cost of attaining these objectives
should be subject to normal economic criteria and be borne by the
government.

8! Moreover, these percentages do not capture the difference in levels of
revenues and expenditures explained by differences in accounting
practices: payments to PEs are commonly reported on a cash basis, but
payments from PEs to government are commonly reported on an accrual
basis, (and thus are often reported regardless of payment). To the
extent that PEs do not meet all of their obligations to government, the
PE share of government revenues is overstated.

9/ Assumes a revenue to GDP ratio of 28 percent and a budget deficit to GDP
ratio of 7.5 percent (from actual data for SSA countries 1980-86).
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The magnitude of net implicit flows - flows in favor of PEs less
flows in favor of government -- is difficult to quantify at this stage.
However, some implicit flows in the direction of PEs are quantifiable
(Annex D). Assumption of PE debt averaged 0.6 percent of government
expenditures during 1980-1987, aLnd peaked at 2.1 percent in 1986.10 As a
share of government deficits, debt assumption averaged 3.6 percent during
1980-86, and peaked at 12 percerLt in 1986. As compared to the share of PE
debt service payments, debt assumption ranged from less than one percent in
1980 to 74 percent in 1986.

The combined figure on direct and implicit flows from government
to PEs is substantially higher than the figure on direct flows alone. The
combined flows from government to PEs during 1980-1986 were on average 10
percent higher than the direct flows; for 1986 they were 30 percent higher.

Thus, available data for the period 1980-1986 suggest that the
combined direct and implicit flows from government to PEs are roughly 65
percent higher than flows in the opposite direction. From another angle,
the net outflow from government as measured above is equivalent to about 15
percent of government deficits. More complete data on implicit flows --
especially government arrears to PEs --could alter these findings.

Less ambiguous is that a lack of transparency (as evidenced by
weak auditing and reporting procedures) undermines the credibility of the
sector and impairs governments' ability to determine its strengths and
weaknesses.

Direct Borrowing by Public Enterprises

Government transfers are not the only way that PEs finance their
operations. Public enterprises also borrow heavily from domestic and
external sources to cover operating losses and to finance investments.1 1

10/ Government assumes PE external debt during debt rescheduling, after
which PE medium and long-term liabilities (debt) are converted into
equity. From the perspective of PEs, debt assumed by government
represents an implicit flow to PEs equivalent to the amount of debt
assumed, provided those PEs are relieved of future obligations to
service that debt. These implicit flows, however, are not strictly
comparable (from the government perspective) to government expenditure,
since the assumed debt could be serviced over several years.

11/ Domestic lenders include private banks, government development banks
and the central bank. In Benin, PEs generated contingent liabilities
for the central government with the domestic banking sector 16 times
the direct budgetary burden in 1983. (World Bank, 1988). External
lenders include private banks, bilateral and multilateral sources, and
suppliers of imports.
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Domestic Borrowing

Domestic credit to PEs is extended principally through commercial
banks and to a lesser degree from the central bank.1 2 A survey of eight
selected non-CFA countries (chosen for data availability) shows that PEs in
six countries owe more than 90% of their domestic debt to commercial banks
in recent years; PEs in the other two countries are wholly indebted to the
central bank (Annex E). The trend, however, is away from the central bank,
that is, the PE share of domestic credit to commercial banks is growing.

Estimates of the PE share of total domestic credit range from less
than 1 percent in Zaire (which relies heavily on external financing) to 45
percent in Benin (which also relies heavily on external financing); the
median is estimated at 15 percent (Table A.8). The trend is mixed but
marginally downward, that is, the PE share of total domestic credit is
decreasing in a few countries, whereas in most countries, the results are
mixed for recent years. This mixed trend is explained by 1) an increase in
PE borrowing from domestic banks due to government cutbacks on direct
subsidies to PEs and foreign bank lending to Africa, and 2) a decrease in
PE borrowing from domestic banks due to a general tightening of credit by
the central bank, and a diminishing of PE creditworthiness.

Borrowing by PEs should also be seen in terms of the performance
of these loans. Non-performing debt constitutes poor quality assets for the
banking system which adversely affects lending capacity and undermines
domestic saving. In Benin, non-performing loans have recently created a
severe liquidity crisis in the domestic banking system. PE credit which
represented around half of total domestic credit outstanding during
1980-1986, fell deep into arrears as early as 1983 (CFAF 36 billion of 60
billion PE credit). Most of these loans were declared non-performing by
1985, and in 1986, 49 percent of total domestic credit to the "private
sector" (including PEs) was irrecoverable; PE debt accounted for most of
this (IMF reports, 1985, 1986).

This type of problem is not confined to Benin. In other
countries, notably Cameroon, Madagascar, Zaire, Senegal, Togo, Congo, Mali
and Niger, poor quality bank assets attributable to non-performing debt
have led to liquidity problems. The link between poor PE performance and
non-performing debt, while not always explicit, has had a major impact on
PE and financial sector reform.

Low levels of bank liquidity could be symptomatic of a deeper
problem; to the extent that PEs dominate domestic borrowing and use
borrowed funds inefficiently and create non-performing debt, the private
sector is "crowded out", an event closely associated with low growth rates
in the economy. A study by Keith Marsden (Annex F) indicates a positive

12/ Because commercial banks, in some countries, are owned by the
government, the distinction here is between commercial (money-deposit)
banks, and the central bank, not between private and public banks.
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correlation between economic growth and the share of private sector credit
in total domestic credit for selected African and Asian countries; a one
percent increase in the real rate of growth of private credit is associated
with an increase in growth of per capita GNP of 0.34 percent.1 3 The study
further suggests that private enterprises use financial resources more
efficiently than the public sector, and that saving ratios decline sharply
wherever the government directly or indirectly determines the demand for
domestic credit.

Foreign Borrowing

Commercial banks are the primary source of direct foreign loans to
PEs.14 Other important lenders include bilateral and multilateral sources,
and suppliers of imports. Direct disbursements to PEs have declined in
recent years as a result of foreign banks and suppliers curtailing credit;
apprehension over government guarantees on PE loans, and Africa's declining
export commodity prices likely affect the creditworthiness of these
enterprises, as well.

Foreign direct lending to PEs is mostly non-concessional; in 1987
about three-quarters of direct disbursements were non-concessional.15 The
trend, however, is away from non-concessional loans, especially since 1985,
and that corresponds to the relative rise in importance of multilateral
loans as a share of the total. T'hese observations are summarized in Table
4. The data on disbursements are shown in dollar terms at fixed exchange
rates, broken down by creditor and interest types.

Public Enterprise direct external debt as a share of total
external debt outstanding and disbursed for 29 countries ranges from less
than 1 percent in Rwanda where government itself borrows externally and
onlends sparingly to PEs to 43 percent in Cameroon where government merely
guarantees PE loans (Table A.9). The median estimate is around 14 percent
which understates the real PE share of external debt to the extent that a
portion of previous PE debt has been assumed, or that government borrowing

13/ Keith Marsden, "Private Enterprise Boasts Growth", Journal of Economic
Growth, Vol. 1. No. 1, 1986, and "why Asia Boomed and Africa Busted",
The Wall Street Journal, June 3, 1985. (Marsden and Belot, 1987:59)

14/ It should be reemphasized that direct foreign loans to PEs do not
include money onlent by government, whether foreign or domestically
financed. Therefore, this indicator may provide only a partial picture
of PE foreign borrowing. Examples are provided in the text.

15/ Even so, the cost of borrowing capital as measured by interest payments
serviced over total outstanding debt during 1980-1986 was only 3-4
percent for PEs in 17 debt distressed SSA countries, implying that
interest payments serviced were lower than interest payments due.
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is for PEs. In Togo, the direct PE share of external debt outstanding in
1986 is around four percent. However, the actual share attributable to PEs
is closer to 50 percent. Government absorption of PE debt through
rescheduling, and borrowing on the behalf of PEs, accounts for this
difference. In Mauritania, Zambia and other countries, a substantial
difference exists between what PEs borrow directly and what government
borrows or assumes on their behalf.

Table 4: Direct Disbursements to PEs by Selected Creditor and Interest Types (in mil SUS)

1979 1980 1981 1982 1983 1984 1986 1986 1987

Total Disbe 1324.4 1788.7 1753.3 1591.8 1823.4 12255. 1287.6 1279.5 1201.4

Commercial Dsbm 801.3 968.3 986.9 993.8 1198.3 688.4 906.1 e86.9 591
(% of total) 60.5 54.2 68.3 82.4 65.7 53.2 60.9 52.1 49.2

Bilateral Dsbm 272.5 383.6 389.4 348 328.6 317.8 319.1 309.2 290.2
(% of total) 20.6 21.5 22.2 21.9 18.0 25.3 21.5 24.2 24.2

Multilateral Dsbm 173.1 182 205.7 149.1 205.5 202.5 142.7 229.8 231.4
(% of total) 13.1 10.2 11.7 9.4 11.3 16.1 9.8 18.0 19.3

Supplier Dsbm 77.5 252.8 171.3 100.7 91 80.8 119.6 73.6 88.8
(% of total) 5.9 14.1 9.8 8.3 5.0 4.8 8.0 5.8 7.4

Non-Concess Dsbm 1173.0 1569.0 1578.2 1379.1 1651.8 1046.7 1253.3 10005.1 905.7
(% of total) 88.6 87.8 90.0 86.6 90.6 83.4 84.3 78.6 75.4

Concessional Dsbm 151.4 217.7 176.1 212.5 171.8 208.9 234.9 274.4 295.7
(% of total) 11.4 12.2 10.0 13.4 9.4 16.6 15.7 21.4 24.8

SOURCE: World Bank RXD Database

Countries with high shares of PE direct external debt to total
external debt tend to be those with important major PEs engaged in export,
notably where the generation of large amounts of foreign exchange improves
the creditworthiness of the enterprises, i.e. mineral and oil exporters.
Among the top ten indebted countries, nine are oil and mineral exporters
with Cameroon (43 percent) and Zambia (38.5 percent) topping the list (Table
A.9). In general, exporters of primary products exhibit lower PE
indebtedness as they are generally considered less creditworthy.

The PE share of direct external debt outstanding is decreasing in
12 of 17 countries where a trend is observable. This general trend,
however, could reflect events other than actual reductions in PE
indebtedness. It could reflect 1) financial restructuring rather than
repayment of debt (government assumes PE debt thereby reducing the PE share
of debt ceteris peribus); or 2) a shift in PE borrowing from direct, mostly
non-concessional sources to indirect, more concessional sources which are
more difficult to monitor, i.e. government intermediaries.
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IV. Financial Indicators and Productivity

Financial Ratios

In this section, conventional financial ratios are used to shed
light on PE performance and their use of resources at current (financial)
cost. Financial indicators when used alone or in combination with one
another reveal various strengths and weaknesses of individual enterprises.
They can also be used at the national policy level and as a starting point
for corporate planning. The information they provide, however, is most
useful for comparing enterprises of similar types in the same economic
environment. Thus, industry norms, and the institutional framework in which
enterprises operate are critical considerations in the use of financial
ratios. Because few comparative data are available on the private sector in
SSA, studies from other regions comparing productivity and profitablitiy
between public and private enterprises are provided in Annex G.

Indicators examined in this section include: 1) liquidity ratios
which are used to measure PE ability to make payments due in the near future
or meet sudden shortfalls in resources; 2) leverage ratios which help
evaluate the use of debt financing, 3) profitability ratios which measure
the extent to which activities result in profits; 4) and productivity or
effectiveness ratios which are used to evaluate the effectiveness of
resources employed.16

Attempts are made to assess PE liquidity positions (Table 5) by
relating the value of current assets to short-term liabilities (current
ratio). This ratio indicates the ability of PEs to meet their short term
obligations with available working capital. In the case of Africa, the
value of current assets is often overstated due to inadequate provision for
doubtful accounts (losses); this makes the current ratio appear higher than
it actually is.

Table 5: Current Ratios of PEs in Selected SSA Countries
Current Current

Country Assets Liabilities CA/CL Period

Senegal 286.8 246.18 1.16 82-86
Niger 37361.0 64791.0 0.58 83-84
Burundi 815.7 729.0 1.12 81-84

Source: Aggregated accounts for PEs from selected country sources.

The relationship between PE capital structure and outstanding debt
(leverage) is indicated by two ratios: (1) total debt to total assets, and

16/ For a discussion of basic financial ratios see (Seitz, 1984) and
(Powell, 1987)
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(2) total debt to net worth (debt-equity ratio). Table 6 is divided into
two parts: the first part defines total debt as the sum of long-term debt,

medium-term debt, and short-term liabilities; the second part excludes
short term liabilities from debt. The distinction is made in order to
increase the sample of countries covered, and provide greater detail on the

structure of debt. The leverages ratios shown in Table 6 could reflect one

or more of the following underlying problems: 1) an undervaluation of debt,

arising from excluding debt incurred by government on behalf of PEs, or the
recent trend toward restructuring of PE loans that occurs when government
assumes PE debt or services debt on behalf of PEs; 2) the overvaluation of
assets due to an inadequate provision for depreciation; or 3) the
undervaluation of assets due to lags in asset revaluation vis-a-vis high
inflation.

Table 6: Leverage Ratios (short, medium and long-term debt)
Net Debt/ Debt/

Country Currency Total Debt Asset Equity Asset Equity

Senegal CFAF bil 373.6 525.5 141.7 0.7 2.6
Niger CFAF bil 118.4 190.9 72.7 0.6 1.6
Burundi CFAF bil 24.2 15.5 1.5

Leverage Ratios (medium and long term debt only)
Debt/

Domestic External Total Net Asset
Country Currency Debt Debt Debt Assets Ratio

Congo CFAF mil 46,409.5 126,726 173,135.5 572,939.5 0.30
Ghana C mil 7,769.1 5,064 12,833.1 4,094.8 3.13
Malawi K mil 30.3 115 145.3 485.7 0.30
Niger CFAF bil 24.3 37.2 61.5 121.5 0.51
Togo (CFAF bil 82.1 15.5 97.6 100.2 0.97
Zambia M mil 520.3 1,194.3 1,714.6 4,553.2 0.38

Note: Debt and net asset figures are averages of available data 1980-86.
Source: Aggregated accounts for PEs from selected country sources, and
World Bank Database.

A few exercises have been done to relate PE financial results to
investment (Table 7). Out of eight countries covered, PEs in Zambia have
the highest return, 21 percent, followed by Burundi (4 percent) and Congo
(two percent). The other five countries show negative financial results
(and negative returns on investment) ranging from 17 percent in Senegal to
141 percent in Cote d'Ivoire.

Measuring the productivity (or effectiveness) of resources
requires some rough estimations, especially in determining the quantity of
capital and labor used in production. Net total assets as a proxy for
capital exaggerates the use of capital; a more accurate measure would be
fixed assets, but aggregate data for this indicator are only rarely
available. Thus, productivity ratios shown in Table 8 are lower than
actual productivity.
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Table 7: Profitability Ratios for PEs in Selected SSA Countries

Country Currency Fin. Results Invest. F/I Period

Burundi FBU mil 427.0 9845.0 0.04 82-84/82-84
Congo CFAF mil 2543.6 132298.0 0.02 81-85/83
Cote d'Ivoire CFAF bil -112.2 79.7 -1.41 82-85/81-86
Ghana C mil -1040.7 893.2 -1.17 80-83/80-83
Malawi K mil -7.7 34.0 -0.23 80-81/83-86,
Niger CFAF bil -5.6 19.9 -0.28 81-86/82-86
Senegal CFAF bil -4.0 24.0 -0.17 82-86/82-84,86
Zambia K mil 74.2 355.6 0.21 80-84/80-84

,p

Source: World Bank Database

To compensate for overvaluation of capital employed, fixed assets
are estimated at 50 percent of net total assets (from data for two
countries). Relating these figures to labor costs and then to output
requires converting the capital stock (fixed assets) to a flow variable
(cost of capital). This is done by assuming a 10 percent interest cost
plus a 10 percent depreciation cost on the value of fixed assets, yielding
an imputed cost of capital as shown in Table 10. Comparing value added to
capital costs and to payroll costs, PE production appears relatively
capital intensive for four of five countries with data (Table 10). In an
economic sense, PE value added at market price is likely to be understated
because PE goods and services are commonly priced below their opportunity
cost. This implicitly raises the productivity of both labor and capital,
though not disproportionately.

Table 8: PE Value Added / Net Total Assets
Country Currency Value Added Net Total Assets V/NA Period

CAR CFAF mil 9,004.0 60,299.7 0.15 82-84/82-84
Congo CFAF mil 79,923.6 572,939.5 0.14 82-83/80-81
Malawi R mil 90.3 566.7 0.16 80-86/80-86
Niger CFAF bil 32.6 190.9 0.17 83-86/83-86
Senegal CFAF bil 88.9 525.5 0.17 81-86/81-86

Source: Aggregated accounts for selected countries and Word Bank database.

Table 9: PE Value Added / Payroll Costs
Country Currency Value Added Payroll VA/PC Period

CAR CFAF mil 9,004.0 6,430.0 1.4 82-84/82-84
Congo CFAF mil 79,923.6 42,658.8 1.9 81-85/81-85
Malawi K mil 90.3 17.7 5.1 80-83/80-83
Niger CFAF bil 32.6 12.0 2.7 83-86/83-86
Senegal CFAF bil 95.9 43.9 2.2 82-86/82-86

Source: Aggregated accounts for selected countries and Word Bank database.
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Table 10: Cost of Capital and Payroll Costs
Country Currency Value Added Payroll Capital Cost Fixed Assets

CAR CFAF mil 9,004.0 6,430.0 6,030.0 30,149.9
Congo CFAF mil 79,923.6 42,658.8 57,294.0 286,469.8
Malawi K mil 90.3 17.7 56.7 283.4
Niger CFAF bil 32.6 12.0 19.0 95.5
Senegal CFAF bil 95.9 43.9 52.6 262.8

Source: From Tables 8 and 9: capital costs and fixed costs estimated, value
addded and payroll costs reprinted.

Despite numerous data constraints, two conclusions emerge from the
ratios provided in this section; 1) PE production is capital-intensive as
compared to labor; and 2) returns on investment are extremely low and in
most cases negative, which calls into question the efficiency of these
investments, and/or the policy environment in which most PEs operate.

Although these ratios alone do not tell us whether the PE sector
contributes to the efficient allocation and production of available
resources in the economy, they do suggest that under current pricing
structure, the sector is utilizing capital at a high financial cost.
Although adequate methods for measuring PE economic performance have been
devised, (Park; Jones 1985; and Floyd, Gray and Short) the breadth of data
and the amount of resources required for such analysis is well beyond the
scope of this study; the main constraint being the quality and availability
of data for sub-Saharan Africa. A discussion of the need for PE economic
performance monitoring (an approach which measures social opportunity costs
and non-financial returns), is included in the section "Directions for
Future Study".
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V. Design and Implementation of Reform Programs

Although specific problems relating to the use of resources and
the market environment in which PEs operate vary across countries, a large
number of these problems are found in common. Thus, root problems and the
lessons drawn from the design and implementation of reforms in selected
countries are relevant to the region as a whole.

Reasons for Poor Performance

The root causes of poor PE performance are both internal and
external. Internal factors include inappropriate investment decisions, an
adverse operating environment characterized by a weak capital base and
price controls, and institutional impediments such as insufficient
operating autonomy and poor accountability. (Nellis, 1986). External
factors include unfavorable export or import prices, limited access to
markets and high interest rates. To deal with some of these factors, many
governments have started PE reform efforts, including financial and
physical restructuring, and divestiture. These programs are generally
supported by macro-economic reform, involving price and import
liberalization, and exchange rate realignment.

Internal causes of poor PE performance vary from country to
country, and from sector to sector depending on the prevailing political,
economic, and social conditions. General features, however, are found
common to several African countries:

- Inappropriate investment decisions. A good number of PEs are
engaged in projects not sufficiently appraised in terms of technical,
economic and financial viability due to the absence of preinvestment
studies or due to non-economic considerations. At times, there is lack of
clarity between economic objectives and social goals of governments in
establishing PEs.

- Operational constraints, notably weak capital-base and price
controls. PEs are often established without sufficient equity capital.
Some government departments do not settle their bills on time for products
supplied and services rendered by PEs. In addition, it is not uncommon to
find deliberate government policies to underprice PE products and services
without taking into account rising costs of inputs.

- Institutional impediments. Government interference with
operational decisions is one of the common features. Managers are
appointed on criteria other than managerial skills and executive
leadership. Moreover, they are constrained by the decision-making process
which is generally politicized. Employee incentives are often suppressed
by rigid wage guidelines.
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Design of Public Enterprise Reform Programs

Recent data reveal that some PEs are operating well despite
adverse conditions in the domestic and external environment. Other PEs are
appropriately designed and play a key role in the economy, but require new
capital, proper management incentives, a more competitive macroeconomic
environment, and other rehabilitative steps. Governments depend upon PEs
to contribute to growth but recognize that their holdings must be
"rational", or consistent in objective and performance. This sometimes
implies that economically unviable or mismanaged PEs would be better off
sold in part or whole, contracted out to new managers, or restructured in
ways that minimize losses.

Many African governments have adopted reform measures designed to:
(a) introduce a broad macroeconomic policy framework better suited to
improve PE performance; (b) reduce the PE sector's size through divestiture
programs and/or personnel reduction; (c) rehabilitate through physical and
financial restructuring, those strategically important and viable
enterprises currently in trouble; (d) improve management at the enterprise
as well as the sectoral level: (e) reform the legal and institutional
framework so as to achieve a better balance between autonomy and
accountability of PE management through appropriate tools such as
performance contracts and strengthened boards of directors.

Thus, PE reform actions can be grouped according to their purpose
as follows (Tables B.1 - B.4):17

1) Macroeconomic policy reforms aim at providing a more
appropriate policy framework to PEs through liberalization of price
controls, protective trade policies, elimination of state monopolies, and
revision of tariff structures and investment codes. These policies are
designed to improve the competitive environment in which the public and
private sectors co-exist.

2) Divestiture programs aim at rationalizing the PE sector
through: a) liquidation and closing down of non-strategic, non-viable PEs,
b) privatization of non-essential PEs, and c) introduction of management
contracts for viable enterprises where government desires to retain
ownership or is unable to find a buyer(s).

3) Rehabilitation aims at redressing viable PEs through physical
and financial restructuring, revenue and expense alignment, information

17/ PEs operate in different internal and external environments from one
another and across countries, therefore, no single set of reform
measures is appropriate for revitalizing the PE sector. Reforms are
conceived generically, in response to types of problems, and aim to 1)
support adjustment efforts by reducing fiscal imbalances, and 2)
promote growth by improving productivity of investment.
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management, and personnel training programs. Financial restructuring aims
at restoring a sound basis for PEs through cancellation of cross debts
between various economic agents, stricter budgetary discipline (limited
subsidies, timely payment of government bills) and tighter credit policies.

4) Management reform aims at introducing management tools such as
regular and standardized auditing, accounting, procurement, and personnel
policy. At the national level, these reforms consist of improving the flow
of information between government and PEs.

5) Legal and institutional reform aims at revising the legal
framework governing PEs and at introducing new institutional set-ups so as
to achieve: a) a more effective coordinating government body; b) a
strengthened role of the board of directors; c) better relationships
between government and managers through performance contracts,18 monetary
incentives, and performance evaluation; and d) increased autonomy and well-
defined accountability of managers.

Implementation of PE Reforms

Measuring the progress of PE reform is difficult because in some
cases: 1) reforms are adopted but not implemented, 2) laws are passed and
later repealed, 3) successful reforms gain wider attention than
unsuccessful ones, 4) unassisted reform actions are more weakly publicized,
and 5) some data on PE reforms are reported with a considerable lag.
Despite these difficulties, from the analysis of reform actions for 31
sampled countries, certain trends in PE reform seemed to be emerging as of
mid-1988 (Tables B.1 - B.4):

- Privatization (sales of shares) occurred in 19 countries; 80
enterprises were sold and 60 more were open for bids in 11 countries.

- Liquidations (sales oE assets) were finalized in 13 countries;
the actual number liquidated was 78 while those underway (in nine
countries) was 52. Studies on future divestiture for 133 PEs were
undertaken across the region.

- Management contracts were signed in 17 countries (around 50,
commonly with hotel management companies), performance contracts (16 to
date) were adopted in five countries. At least 13 countries have reduced
government ex-ante supervision oiE daily PE operations and improved ex-post
audit capacity. Greater autonomy has been granted PE boards of directors in
seven countries.

- Financial restructuring was undertaken in nine countries through
the settlement of PE cross debts and arrears; four countries reduced or
eliminated operating subsidies provided by government to PEs; ten countries
tightened domestic credit or hiked interest rates on PE loans.

18/ For a review of the contract plan mechanism, see (Nellis, 1988b).
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- Adjustment measures to improve financial performance included 14
countries that granted more autonomy to PEs in price-setting -- in some
cases prices were raised; eleven countries undertook personnel reductions
as a part of efficiency measures.

- As for management reforms, new accounting and auditing systems
were adopted (in 12 countries); PEs were reclassified in 11 countries; and
retraining and redeployment programs were implemented in five countries.
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VI. Lessons from Niter, Madagascar, Senegal and Ghana

Public enterprise reformt programs are presently at various stages
of implementation, but most of the comprehensive PE reform programs are
barely two or three-years old, and these reforms take time -- often several
years -- to get firmly in place. It is obviously too early therefore to
assess the impacts of the reform programs in any global sense. However, a
case-by-case examination of a few countries, namely Niger, Madagascar,
Senegal, and Ghana, illustrate the process and early effects of reform.19

Niger

Following the uranium boom in the late 1970s, the Government of
Niger pursued a policy of expansion in the public sector, in some cases by
borrowing at non-concessional terms. Pursuant to this policy, the PE
sector grew rapidly, reaching over 60 enterprises and more than 10,000
employees in the early 1980s. Financial injections notwithstanding, the
sector performed poorly and incurred losses of CFAF 13.9 billion (over 9%
of total government expenditures) in 1982. Major losses were concentrated
among a few enterprises, most notably, SONICHAR (the coal mining and
electricity company), OPVN (the cereal marketing agency) and NIGELEC (the
power and water distribution company) which together accounted for about
80% of total losses for the sector. These losses were financed largely by
government budgetary transfers, and domestic and external borrowings which
were guaranteed by the Government. By 1983, the PE sector accounted for
one-fourth of outstanding domestic credit and one-fifth of the country's
external debt.

The government introduced emergency measures in 1983 to stem
losses in a few target enterprises. Measures included price increases,
domestic trade liberalization, personnel reductions and improvements in
management accounting systems. A study of the sector was also commissioned
to pave the way for future retorm efforts. In 1986, a broader reform
program was launched, and in 1987, a second phase was undertaken to bolster
1986 measures and to expand the program.

The results were encouraging. Emergency reforms implemented in
1983 led to financial improvement in all target enterprises, a reduction in
redundant personnel, and the introduction of an automated accounting
system. Reform measures (1986-1987) improved the financial picture of the
sector as well. Gross financial losses declined from CFAF 13.9 billion in
1982 to only CFAF 2.4 billion in 1986; operating subsidies declined from
CFAF 2.6 billion to under 1 billion between 1981 and 1987; and the PE share
of domestic credit fell from 24 percent to 18 percent between 1982 and 1985
(but progress was not uniform and the percentage rose again in 1986). PE
share of external debt declined from 30 percent in 1981 to less

19/ Background research for the Niger case study was prepared,
substantially, by Young C. Park.
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than 10 percent in 1986, although some of this was likely assumed by
government as part of rescheduling. As for divestiture: three PEs were
fully privatized, eight partially divested, four liquidated, and nine PEs
have been rehabilitated. By early 1988, four more PEs were slated for
total privatization, five for partial divestiture. Air Niger planes, which
were rehabilitated for the purpose of sale abroad to the private sector,
were kept in operation despite a history of weak financial performance. By
late 1988, the government entered into negotiations on the sale of one
airplane.

Madagascar

Madagascar is another country where government is implementing
important steps to stabilize the economy and rehabilitate key enterprises.
However, progress has been slow, and the PE sector remains a burden on
government finance and the banking system.

Expansion of the PE sector, particularly in the mid-1970s, coupled
with inappropriate policies, including pricing and ineffective structure
for supervision, contributed to a weak financial position of government by
the early 1980s.2 0

Emergency measures implemented for a few enterprises in 1981 were
followed by policies aimed at enlarging and extending PE rehabilitation.
Studies for 16 enterprises were completed in 1986 and led to more
comprehensive PE reforms as part of 1986/87 and 1987188 programs. Although
it is too early to assess the impact of these reforms, several
macroeconomic policy measures have been implemented which are expected to

20/ PE dependence on government is evident from deficiencies in
working capital as reflected in dependence on bank credits and
government transfers. Data on the size and importance of PEs have been
largely unavailable. However, according to a review of the PE Sector
(January 1987), 184 non-financial PEs were identified by major sectors
out of 254 parastatals (i.e. including non-commercial agencies). Of
the 184 PEs, it was suggested that government held a majority
participation in more than 110 PEs. The sectoral distribution of major
PEs shows 64 PEs engaged in agricultural and agroindustrial activities
accounting for about 35 percent of the sector. The second major
category was manufacturing (61) PEs, accounting for 33 percent of the
total number, followed by 19 PEs in the service sector (10 percent of
total).

A figure of 95,000 employees in non-financial PEs was estimated on
the basis of 1984 study. This brings the PE share of employment to
slightly less than 2 percent of the total labor force of 4,945,000
(World Bank, 1986). However, this figure would be much higher as a
ratio to formal sector employment, although estimates are unavailable.
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improve the environment in which PEs operate.2 1

In 1986, PEs were given autonomy to set prices on most
manufactured goods, and controls on profit margins in the wholesale and
retail trade were abolished. A maximum industrial profit margin of 25
percent was eliminated in October 1987, and industrial prices were
liberalized. A system of more relaxed import restrictions was placed in
operation under the 1986/87 reform program with a view to eliminating
tariff and non-tariff barriers tc, trade so as to increase competitive
pressures on PEs. Steps were also taken to settle government arrears and
cross-debts among PEs.

In 1988, as part of a three-year PE reform plan, the government
halted the creation of new PEs by moratorium, and slowed financial flows to
the sector by placing a ceiling on domestic credit and budgetary transfers
to certain PEs. Other measures included divestiture actions for major PEs;
a formal decision was issued to liquidate 14 PEs, including ZEREN and
MAMISDA (the two largest, unviable PEs); privatization procedures commenced
for seven PEs, including CIMA, SOABE and SUMATEX, three of the largest
users of bank credit. Plans were drawn to restructure six large PEs before
end-1989.

Government will attempt to raise the efficiency of PEs remaining
in the public sector through rehabilitation plans designed to increase the
autonomy of PE management, introduce performance-based remuneration and
performance contracts, and restructure governing bodies to include private
sector representation.

21/ Government efforts to improve PE performance have been made in
conjunction with IMF Stand-By-Arrangements and Structural Adjustment
Facility, and with World Bank funding. Bank's main involvement in PE
rehabilitation has been through sectoral adjustment credits and IDA
credits to individual PEs.

(a) The Industrial Assistance Credit (1985) supported the
rehabilitation plans of 16 major PEs engaged in the industrial,
agricultural and commercial sectors;

(b) The Agricultural Adjustment Credit (1986) covered the phasing
out of the share of export revenues accruing directly to five
commercial PEs;

(c) The Industrial and Trade Policy Adjustment Credit was
directed toward reforming additional 10 important PEs;

(d) Industrial IDA credits were also provided to Hasyma through
Cotton Development Credit, to SOMALAC through the Lac Alaotra Credit,
to RNCFM through the Third Railway Credit, and to SEPT through the Port
Rehabilitation Project;

(e) IFC has also financed investments in COTONA and SOTEMA.
Apart from World Bank and IMF participations in PE sector reforms,

other donors, particularly EIB and CCCE, have supported PE
rehabilitation, notably SECREN, SIRAMA, SNBCE, SINTP. Furthermore, the
World Bank approved a Public Sector Adjustment Credit to finance
additional reforms program, including PEs and the financial sectors.
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The implementation of these programs is crucial because PEs
continue to absorb about 60 percent of total non-government credit, and
over half of the loans to PEs are still considered non-performing. The PE
sector continues to absorb a significant amount of public resources and a
considerable portion of non-performing bank loans, thus "crowding out" the
private sector and distorting the use of resources in potentially more
productive activities.

Prospects for PE performance in the future will depend on the
implementation of these broader sectoral reforms with a view to reducing
the size of PE sector including its impact on domestic credit and public
finance. Financial sector reforms, based on the audits of the portfolios
of government-owned banks, have led the government to prepare an action
plan which would increase the role of the private sector.

The problems which beset the PE sector in Madagascar need to be
fully addressed by reassessing the size and scope, internal operations, as
well as the environment in which the sector operates, to reduce
inefficiency and ensure rational allocation of resources. Positive steps
have been taken to put in place sound policy environment, notably
liberalization of trade and pricing policies; but unless PE management is
improved, including operational autonomy, and unviable PEs are closed down
soon, the sector cannot respond to overall policy changes and benefit from
the competitive environment so created. Both aspects of the reform are
crucial and they represent future challenges.

Senegal

In Senegal, poor PE performance came to light toward the end of
the 1970s aggravated by declining commodity prices for major exports,
including phosphates and groundnut oil. PE gross financial losses for the
parapublic sector including financial PEs, rose from CFAF 10.76 billion in
1978 to CFAF 28.18 billion in 1982. Government operating subsidies
increased from nearly CFAF 7 billion to close to CFAF 20 billion in the
same period. This was equivalent to 13 percent of the government operating
budget. PEs absorbed 40 percent of total investment in 1981 up from 30
percent in 1977, and about three-fourths of all PE investments had been
financed with external aid through the government's development budget.

External assistance in support of the 1984 Medium and Long-term
Adjustment Program helped finance major reforms in the PE sector including,
liquidation (9 enterprises in 1983), rehabilitation, and legal and
institutional measures to clarify, or alter the relationship between
government and PEs. Measures were also taken to allow for the
privatization of PEs, to promote increased autonomy of PE management, and
to improve government audit capacity. These objectives were achieved both
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by reducing goverment a priori participation in PE operational decision-
making, and by introducing a management information system (computerized
accounting and training of professional accountants) to provide a
posteriori financial information. Rehabilitation programs were prepared
for public utilities such as SONEES, SOTRAC, SENELEC and OPT. Diagnostic
studies were carried out and contract-plans were signed for SONEES in 1984,
and for SENELEC and SOTRAC in 1985. These efforts were intensified by
strengthening the PE Monitoring Units at the Presidency.

PE reforms led to a deceleration in growth in the PE sector after
1983: value of output stabilized at about CFAF 340 billion, from CFAF 186
billion in 1981; and gross value added fluctuated between CFAF 90 and 110
billion, as compared to CFAF 53 billion in 1981.22

However, PE performance did not improve much, and in 1986
worsened; the aggregate rate of return on fixed assets for the sector fell
to -5 percent. Negative financial results for 1986 (CFAF 7.8 billion) seem
especially disappointing as compared to the previous year, when the sector
nearly broke even. The results also represent a decline in previous
performance, from an average annual deficit of about CFAF 4 billion during
1982-1984.

The government moved slowly on the settlement of financial
arrears, and in 1986 owed PEs CFAF 18 billion. In 1988 a five-year re-
settlement plan was agreed upon. In other financial flows, a sharp rise in
operating subsidies from government to PEs from CFAF 4.5 billion in
1984/1985 to CFAF 7.6 billion in 1985/86 was recorded. Direct subsidies to
parastatals (including financial PEs, government agencies and agricultural
subsidies) rose from CFA 21.6 billion in 1981 to CFA 40 billion in 1987.

As for divestiture, progress was slow until end-1987 and early-
1988 when nine enterprises were liquidated (Bud-Senegal, COSENA, SNPT,
Senemetallurgie, SSE, SEGI, SOSEPRA, STN and SONAR). These enterprises
accounted (on a rough basis) for less than 1 percent of government equity
in the non-financial PE sector. Privatization of selected enterprises
remains incomplete: the absence of a capital market or other mechanism for
divestiture and potential resale of equity makes it difficult to attract
buyers. Nonetheless, the government proceeded to identify another 10
enterprises to be sold, and continued its efforts to find buyers for the
original PEs identified. Senegal's divestiture experience raises questions
about the practice of simply targetting a number of enterprises for
divestiture which is not a sufficient condition for improving the
performance the sector in a significant way, since mostly small PEs are
affected.

22/ Output and performance figures pertain to commercial PEs only, and are
derived from the Controle Financiere, Presidence de la Republic.
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In 1987 rehabilitation programs included: contract plans for
SENELEC and similar arrangements for SAED, SODAGRI, SODEVA and SODEFITEX.
By 1988, the governmemt was slow in meeting financial obligations connected
with contrats plans. Nonetheless, the government is planning further
rehabilitation programs for 1988.

Though progress has been mixed in the area of slowing the overall
growth of the sector and improving its performance, the PE reform process
has improved the flow of information between PEs and government. Still,
further steps are needed. Many positive actions are possible. These
include further increasing the transparency of financial flows between
government and the PE sector; introducing private competitors in the
delivery of public goods; planning the allocation of financial resources to
implement contrats plans; reformulating privatization programs so that
priority is given to those with the most serious impact on public finance,
in a time frame that is medium-term; rationalizing the PE monitoring system
with the direct involvement of the Ministry of the Economy and Finance; and
strengthening the Delegation for Reform of the Parapublic Sector.

Ghana

Ghana offers an example of a large PE sector undergoing policy and
structural changes as part of a national reform program. The program has
improved the macro-economic environment which has benefitted some PEs.
Moreover, the PE reform strategy has been established and plans for
increased commercialization of many PEs are well underway. But the large
size of the sector, the high cost of reforms, and the slow mobilization of
capital by investors (as compared to the number of bidders), constitute
major bottlenecks which are impairing the timely implementation of PE
reforms.

Ghana's PE sector consists of about 180 majority government-owned
PEs, and 50 or so entities having minority interests; their operations are
characterized by low levels of efficiency and low or negative financial
returns. Events leading to reform of the sector included poor financial
performance and high levels of indebtedness which peaked in the early
1980s. A diagnostic survey of 100 PEs revealed rising operating deficits
from 0.2 to 3.4 as a percentage of GDP during 1980-1982, financed in part
by government subsidies equivalent to around 9 percent of government
expenditures. PE outstanding debt to government and to domestic banks
increased similarly, in the case of domestic credit from 21 percent to 37
percent of total domestic credit. PE direct external debt also rose during
the period from 15 to 18 percent as a share of the total.

In late 1983 the government undertook a recovery program that
emphasized improving Ghana's macro-economic environment, and also
initiated studies of the PE sector. These developments led to a reduction
of subsidies to the PE sector; in 1985 subsidies were down slightly to 852
million cedis, from 1.1 billion in 1983. Reduction in personnel was
achieved for some major PEs, including the elimination a large number of
workers (including "Ghosts") from the payroll at the Cocoa marketing board.23

Moreover, the PE share of external debt fell from 17.5 percent in 1984 to
12.9 in 1986.

23/ World Bank Report No. 6881 -GH.
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During 1985-1986, proposals were discussed for developing a more
comprehensive PE reform program, and these efforts resulted in a plan of
action which the government began to implement in 1987. The reforms
focused on a more commercially-oriented framework for the sector which
included rehabilitation of 14 priority PEs and initial divestiture of 32
PEs. Other measures included developing performance agreements and
corporate plans for priority PEs, raising efficiency through personnel
reduction, improving PE accounting, clearing cross-debts, and devolving
more autonomy to PE managers.

Full implementation of these measures remains incomplete, but
there are signs of steady progress. The government has developed
performance agreements and corporate plans, and has made progress in
rehabilitation and divestiture of PEs. Improved monitoring was achieved
and audited accounts of priority PEs were brought to date by 1988.
Financial objectives were prepared for many PEs, though others remained
incomplete. The State Enterprise Commision (SEC) was restructured as an
independent entity at the cabinet level, and an interministerial committee
with private sector representation was placed in charge of divestiture.

Delays remain though, particularly in the area of divestiture; out
of 32 PEs announced by the government for intitial divestiture, none had
been sold by early 1989 although some are nearing sale. Delays are due
partly to institutional inadequacies including inadequate staffing of the
SEC, bidders that are slow to mobilize capital, a weak banking system, and
until recently, a lack of incentive for investors. Delays also remain in
the area of implementing performance agreements which have been devised for
a number of PEs.

Ghana is faced with severe resource constraints and a large public
enterprise sector. A well designed program for improving efficiency in the
sector has been formulated and number of initial steps have been taken.
Successful implementation of the program would require effective
utilization of existing human and financial resources, and a continued
effort to broaden the commitment to the program. Intensive domestic and
external efforts will remain essential to responding to this challenge.

VII. Conclusion

The experiences of PE reform programs in Africa suggest that the
expansion of the PE sector in the 1970s and early 1980s has decelerated
since 1985. Some privileges enjoyed by PEs, notably monopoly rights, and
lax budgetary and financial discipline, have been reduced through PE
reform, and the flow of information between government and PEs has
improved. Moreover, financial losses have been reduced in a majority of
countries that show a trend.

However, progress is uneven, and the underlying problems facing
most of the sector are yet to be fully addressed. Divestiture has been
attempted mostly for small PEs where the impact on government finance is
marginal. In some cases, PEs rehabilitated for divestiture have been
retained in the public portfolio. PE financial operations in many cases
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still lack transparency, and although direct government payments to PEs may
be declining, they appear to be resurfacing through the increased
assumption of PE debt. The result is that Africa's PEs show a stronger
financial picture, with little evidence of improved mobilization or
utilization of resources.

Overall, positive steps have been taken to create a sound policy
environment in countries with reform programs. However, further actions
are needed to improve performance and rationalize the content of the
sector. Thus, continued liquidation, divestiture, and re-habilitation, as
an integral part of PE sector reform, provide a dual and compatible
approach. Institutional and legal reforms for the sector continue to be
crucial to ensure PE autonomy and efficiency in the long term.

Directions for Future Study

Suggestions for future study include:

1) reviewing the experiences of countries engaged in PE reform
programs, emphasizing the implementation and follow-up stages of reform --
assessing the performance of divested firms in the post-privatization era,
the performance of management contracts, return of viable assets to the
private sector, etc., as well as assessing performance of PEs after
physical and financial rehabilitation; Does rehabilitation make a
difference in performance? Does it help attract new investors?

2) analyzing the relative efficiency of money spent on different
types of reform -- broadly, privatization and rehabilitation of PEs -- in
terms of their achievement of various goals, especially improving resource
usage and reducing government burdens (both in the short and long term);

3) exploring the impact of PE reform programs on growth in the
economy, and on the distribution of wealth and income;

4) designing reform programs based on the experience of the first
wave of reforms;

5) data-gathering and monitoring, especially at the micro level
where this exercise is most meaningful, and as a complement, qualitative
monitoring which captures much of the meaning behind the figures, and;

6) exploring the economic performance of PEs, considering the
opportunity costs of capital and labor, externalities like the impact of PE
domestic debt on investment and the banking system, and the returns to
investment which are non-financial, i.e., re-distribution of wealth,
transfer of technology, etc.



Table A.1 Major Characteristics of Countries Surveyed: Basic Indicators (1)

Country Size Export Activ. Key Features (5) Eligibility PE Reform Program (7)

GDP (2) Pop.(3) GNP per IDA SPA Other Type (year of approval)
(mil SUS) (mil) Capita(4) HI(B) HI (IBRD except as noted)

BENIN 1412 4.2 270 Palm Prds, Cotton CFA IDA Yes PEL(86)
BOTSWANA 1148 1.1 840 Diamonds Adjusting
BURUNDI 1303 4.8 240 Coffee Adjusting, Shocks IDA Yes SAL1(88) TAL(87) SAL2(88)
CAMEROON 10892 10.6 910 Oil, Coffee CFA UNDP(87)
CAR 958 2.7 290 Diamonds, Coffee CFA, Adjusting IDA Yes TAL(85) SAL1(86) SAL2(88)
CONGO 1849 2.0 990 Crude Petroleum CFA, Adjusting, Shocks Yes TAL1(83) TAL2(86) PEL(87) SAL(87)
COTEDIVOIRE 9368 10.7 730 Cocoa, Coffee CFA, Adjusting Yes TAL(81) SAL1(81) SAL2(83) SAL3(86)
ETHIOPIA 6228 43.5 120 Coffee IDA
GAMBIA 237 0.8 Grndnuts, Re-exp Adjusting IDA Yes SAL(86)
GHANA 5727 13.2 390 Cocoa Adjusting IDA Yes SECAL1(84) SECAL2,3(88,88) PEL(87) SAL(87)
GUINEA 1918 6.3 Bauxite Adjusting, Shocks IDA Yes TAL(85) SAL1(86) SAL2(88)
GUINEABIS 167 Groundnuts, Fish Adjusting, Shocks IDA Yes TAL(84) SAL(87)
KENYA 7186 21.2 300 Coffee, Tea Adjusting IDA Yes SAL1(80) SAL2(82) SECAL1(86) SECAL2(8B)
LIBERIA 1086 2.3 480 Iron Ore IDA Yes
MADAGASCAR 2672 10.8 230 Coffee, Spices Adjusting IDA Yes TAL(82) SECAL1(87) SECAL2(88)
MALAWI 1237 7.4 160 Tobacco Adjusting, Shocks IDA Yes TAL1(81) SAL1(81) TAL2(83) SAL2(83) SAL3(86)
MALI 1568 7.6 180 Cotton CFA IDA Yes TAL(82) PEL1(88) PEL2(88)
MAURITANIA 843 1.8 420 Fish, Iron Ore Adjusting, Shocks IDA Yes TAL(82) PEL(85) SAL(87)
MAURITIUS 1458 1.0 1200 Sugar Adjusting SAL1(81) SAL2(83)
NIGER 2162 6.6 260 Uranium CFA, Adjusting, Shocks IDA Yes SAL(8B) PEL1(87) PEL2(87) L
NIGERIA 46613 103.1 640 Crude Petroleum Adjusting, Shocks Yes SECAL(8B)
RWANDA 1928 6.2 290 Coffee Adjusting, Shocks IDA TAL(85)
SENEGAL 3740 6.8 420 Groundnuts, Fish CFA, Adjusting IDA Yes TAL1(78) SAL1(80) TAL2(83) SAL2(88) SAL3(87)
SIERRALEONE 1229 3.8 310 Diamonds IDA Yes
SOMALIA 5.5 280 Live Animals IDA Yes
SUDAN 7385 22.6 320 Cotton IDA Yes SECAL(83) TAL(87)
TANZANIA 4930 23.0 250 Coffee Adjusting IDA Yes SECAL(81)
TOGO 1007 3.1 260 Phosphates CFA, Adjusting IDA Yes TAL1(82) SAL1(83) TAL2(86) SAL2(85) SAL3(88)
UGANDA 4442 16.2 230 Coffee Adjusting, Shocks IDA Yes
ZAIRE 5666 31.7 160 Copper, Cobalt Adjusting, Shocks IDA Yes UNDP(86) SAL(87)
ZAMBIA 1773 6.9 300 Copper IDA Yes SECAL1(86) SECAL2(86)

(1) Most recent data available.
The sample of 31 countries represents roughly 94% of GDP for sub-Saharan Africa, excluding Angola, Mozambique, and Swaziland.

(2) 1986 data in millions of current U.S. dollars.
(3) Population figures are for mid-1988.
(4) 1986 GNP per capita figures calculated according to World Bank Atlas method, averaging exchange rates of 1986 and two proceeding years.
(5) Currency zone is CFA as marked. Adjusting countries are those that are considered to have responded positively to

changing circumstances so as to avoid or reduce internal and external imbalances. Shocks refer to those countries
considered to have had abnormal weather or faced severe external shocks.

(6) HI (highly indebted); SPA (Special Program of Assistance for low income debt-distressed countries.
(7) IBRD-assisted PE reform programs: SAL (Structural Adjustment Loan), SECAL (Sector Adjustment Loan),

TAL (Technical Assistance Loan), PEL (includes Public Enterprise Rationalization Loans,
Public Enterprise Sector Adjustment Loans, and Public Enterprise Institutional Development Projects).
UN-assisted PE programs: United Nations Development Programme(UNDP).



-35-

Table A.2. Size of PE sector: Summary Table (averages from available data 1980-88)

Country Number PE contri- PE Share of PE Share of PE share of PE share of
of PEs bution to Domestic Formal SectorDomestic External

S. GDP a. Investment a.Employment Credit a. Debt (DOD) a.

BENIN 57 42.4% 46.3% 36.4%
BOTSWANA 9 b. -23.1% b. 14.0%
BURUNDI 84 c. 5.0% 36.6% 27.4% 13.1% 0.7%
CAMEROON 68 43.0%
CAR 29 4.8% 17.0% 18.6%
CONGO 94 d. 10.0% 39.8% b. 20.4% 20.8%
COTEDIVOIRE 150 e. 17.9% c. 9.3%
ETHIOPIA 108 4.6% b. 14.3%
GAMBIA 19 1.2%
GHANA 181 25.0% 55.0% b. 18.8% 14.8%
GUINEA 101 26.0% 88.0% 0.9%
GUINEABIS 38
KENYA 176 20.7% d. 8.6% 3.5% 0.1%
LIBERIA 21 11.7% 10.8%
MADAGASCAR 184 2.3% c. 7.1% c. 14.6% c. 29.3%
MALAWI 13 7.8% 14.2% 11.2% 7.8% 12.9%
MALI 51 12.1% d. 8.1% 17.4% 2.6%
MAURITANIA 112 25.0% 18.7%
MAURITIUS 23 7.2% 4.8%
NIGER 44 4.9% e. 19.5% 23.8% 19.6%
NIGERIA 110 13.8% f. 20.0% 11.9%
RWANDA 40 S.3% 0.5%
SENEGAL S0 9.5% 32.7% 34.6% 14.7%
SIERRALEONE 22 1.2% e. 17.1% 34.6%
SOMALIA 45 1.9% g. 6.3% d. 2.2%
SUDAN 200 47.S% 18.9% 3.0%
TANZANIA 420 13.0% 25.5% 20.6% 18.2%
TOGO es 24.0% 5.5%
UGANDA 130 3.2% 3.1%
ZAIRE 129 22.8% 10.0% 0.8% 36.3%
ZAMBIA 123 f. 31.8% 54.1% f. 37.2% 14.6% 38.6%

a. NUMBER OF PES: Non-financial Public Enterprises; definition does not include financial PEs or
or public agencies. Mostly, PEs listed are government majority-owned; of those, most are wholly owned.

b. 1978 Figure
c. Of which seven PEs dormant in 1984, 1985; 11 PEs dormant in 1986.
d. Includes financial PEs.
e. Includes financial PEs.
f. ZIMCO group which represents 95% of PE turnover.

a. PE CONTRIBUTION TO GDP: PE Gross Value Added / GDP at market prices.
b. Manufacturing PEs only.
c. For a sample of 16 PEs.
d. For a sample of 29 PEs; about 90% of PE gross value added.
e. Data excludes Uranium exporting PE.
f. For a sample of four major PEs; about 31% of cumulative government investment in PE sector.
g. Manufacturing PEs only; nearly half of PE gross value added.

a. PE SHARE OF DOMESTIC INVESTMENT: PE Gross Investment / Total Gross Domestic Investment
b. Net investment.
c. Estimate for 1986.
d. For a sample of 12 major enterprises; about two-thirds of PE gross value added.
e. For a sample of two PEs: DIMINCO and Guma Valley Water Company.
f. Estimated on the basis of net financial resources available to ZIMCO.

a. PE SHARE OF FORMAL SECTOR EMPLOYMENT: Formal sector implies wage labor though definition may vary.
b. Estimated.
c. Estimate for agricultural and industrial PEs.
d. Manufacturing PEs only.

a. PE SHARE OF DOMESTIC CREDIT: Domestic Credit (claims on Gov't (net), NPEs, privates, and fin. inst.).
b. Negative figures imply a large net goverment surplus to central bank.
c. Short term credit only.

a. PE SHARE OF EXTERNAL DEBT: PE External Debt Outstanding (DOD) / Official External Debt Outstanding (DOD).



Table A.3. Number of Public Enterprises a. Most
Recent Data

Units 1980 1981 1982 1983 1984 1985 1986 Figure Year

BENIN Units 60 57 57 1983
BOTSWANA b. Units 9 9 1980
BURUNDI c. Units 64 64 64 64 1986
CAMEROON Units 50 63 58 58 1986
CAR Units 29 29 1985
CONGO d. Units 94 94 94 94 94 94 1986
COTEDIVOIRE e. Units 147 150 150 1986
ETHIOPIA Units 108 108 1984
GAMBIA Units 20 19 19 1988
GHANA Units 185 181 181 1986
GUINEA Units 174 101 101 1985
GUINEABIS Units 36 36 1985
KENYA Units 176 177 175 175 1984
LIBERIA Units 22 21 21 1985
MADAGASCAR Units 136 184 184 1986
MALAWI Units 13 13 13 13 13 13 13 13 1986
MALI Units 57 51 51 1985
MAURITANIA Units 112 112 1983
MAURITIUS Units 24 26 23 23 1986
NIGER Units 47 44 44 1985
NIGERIA Units 107 110 110 1983
RWANDA Units 40 40 40 40 40 1984
SENEGAL Units 47 47 50 50 1984
SIERRALEONE Units 23 26 22 22 1986
SOMALIA Units 44 45 45 1986
SUDAN Units 138 200 200 1986
TANZANIA Units 398 433 448 460 420 420 1985
TOGO Units 80 80 80 65 65 1986
UGANDA Units 130 130 1985
ZAIRE Units 138 129 129 1986
ZAMBIA f. Units 114 111 123 123 1986

a. Non-financial Public Enterprises; definition does not include financial PEs or public agencies.
For the most part, PEs listed are government majority-owned; of those, most are wholly owned. Total

b. 1978 Figure 2863
c. Of which seven PEs dormant in 1984, 1985; 11 PEs dormant in 1988.
d. Includes financial PEs.
e. Includes financial PEs.
f. ZIMCO group which represents 95% of PE turnover.



Table A.4. PE Contribution to Gross Domestic Product a.

1980 1981 1982 1983 1984 1985 1986 Average

BENIN
BOTSWANA
BURUNDI 5.0% 5.0%

CAMEROON
CAR 3.6% 4.4% 4.3% 6.5% 4.5% 4.6%

CONGO 10.1% 10.0% 9.8% 8.9% 11.3% 10.0%

COTEDIVOIRE
ETHIOPIA b. 4.6% 4.8%

GAMBIA
GHANA
GUINEA 25.0% 25.0%

GUINEABIS
KENYA
LIBERIA
MADAGASCAR c. 2.3% 2.3%

MALAWI 9.5% 7.1% 6.8% 7.8%

MALI d. 12.1X 12.1%

MAURITANIA 25.0% 25.0%

MAURITIUS 7.2% 7.2%

NIGER e. 4.5% 3.3X 5.0% 4.8% 7.0% 4.9%

NIGERIA f. 13.6% 13.9% 12.9% 14.8% 13.8%

RWANDA
SENEGAL 8.4% 8.4% 11.9% 10.3% 10.6% 9.9% 7.0% 9.5%

SIERRALEONE
SOMALIA 9. 2.9% 1.3% 1.5% 1.9%

SUDAN 47.5% 47.5S%

TANZANIA 13.0% 13.0S

TOGO
UGANDA
ZAIRE 22.8% 22.SS

ZAMBIA 35.0% 26.8% 30.9% 31.5% 35.0% 31.8%

a. PE Gross Value Added / GDP at market prices.
b. Manufacturing PEs only.
c. For a sample of 18 PEs.
d. For a sample of 29 PEs; about 90% of PE gross value added.
e. Data excludes Uranium exporting PE.
f. For a sample of four major PEs; about 31% of cumulative government investment in PE sector.

9. Manufacturing PEs only; nearly half of PE gross value added.



Table A.5. PE Share of Domestic Investment a.

1980 1981 1982 1983 1984 1985 1988 Average

BENIN
BOTSWANA
BURUNDI 42.8% 25.1% 41.3% 26.4% 35.4% 43.9% 41.5% 38.6%
CAMEROON
CAR 17.0% 17.0%
CONGO b. 39.8% 39.8%
COTEDIVOIRE c. 7.7% 6.4% 23.2% 22.9% 28.1% 18.8% 20.4% 17.9%
ETHIOPIA
GAMBIA
GHANA 27.6% 28.2% 28.7% 17.4% 25.0%
GUINEA
GUINEABIS
KENYA d. 19.4% 20.4% 22.8% 21.2% 19.6% 20.7%
LIBERIA
MADAGASCAR
MALAWI 27.7% 17.9% 7.5% 3.7% 14.2%
MALI 8.1% 8.1%
MAURITANIA
MAURITIUS
NIGER 10.6% 33.5% 14.5% 19.5%
NIGERIA e. 20.0% 10.6% 14.0% 15.1% 20.0%
RWANDA
SENEGAL 23.8% 50.2% 24.0% 32.7%
SIERRALEONE f. 1.4% 1.2% 1.0% 1.2%
SOMALIA
SUDAN
TANZANIA 22.4% 31.7% 18.5% 30.9% 28.2% 25.5%
TOGO
UGANDA
ZAIRE
ZAMBIA g. 54.8% 49.6% 50.0% 58.8% 57.2% 54.1%

a. PE Gross Investment / Total Gross Domestic Investment
b. Net investment.
c. Estimate for 1986.
d. For a sample of 12 major enterprises; about two-thirds of PE gross value added.
e. For a sample of four major enterprises including NNPC, except 1983 which includes entire sector.
f. For a sample of two PEs: DIMINCO and Guma Valley Water Company.
9. Estimated on the basis of net financial resources available to ZIMCO.



Table A.6. PE Share of Formal Sector Employment a.

1980 1981 1982 1983 1984 1985 1988 Average

BENIN 42.4% 42.4%

BOTSWANA
BURUNDI 26.9% 27.9% 27.4%

CAMEROON
CAR
CONGO 21.8% 18.9% 20.4%

COTEDIVOIRE
ETHIOPIA
GAMBIA
GHANA b. 55.0% 55.0%
GUINEA 68.8% 67.9% 67.3% 68.0%

GUINEABIS
KENYA 8.5% 9.2% 9.0% 8.5% 7.7% 8.6%

LIBERIA
MADAGASCAR c. 5.1% 2.1% 1.8% 7.1%

MALAWI 11.2% 11.2%

MALI 17.4% 17.4%

MAURITANIA
MAURITIUS
NIGER
NIGERIA
RWANDA 

LI

SENEGAL
SIERRALEONE 17.1% 17.1%

SOMALIA d. 5.3% 5.3%

SUDAN
TANZANIA
TOGO 24.0% 24.0%

UGANDA
ZAIRE 10.0% 10.0%

ZAMBIA 43.4% 37.0% 34.1% 34.4% 37.2%

a. PE Employment / Total Formal Sector Employment. Formal sector implies wage labor though definition may vary.

b. Estimated.
c. 1983 Data for Agricultural PEs. 1984-85 Data for Industrial PEs. Average for ag. PEs plus ind. PEs.

d. Manufacturing PEs only.



Table A.7. Number of People Employed in the PE Sector

Units 1980 1981 1982 1983 1984 1985 1986 Average

BENIN Thous 28.0 28.0
BOTSWANA Thous
BURUNDI Thous 15.6 17.0 18.0 16.9
CAMEROON Thous
CAR Thous 6.1 8.1
CONGO Thous 30.1 31.8 30.5 32.2 33.8 32.7 35.0 32.3
COTEDIVOIRE Thous
ETHIOPIA a. Thous 80.6 83.3 86.2 83.4
GAMBIA Thous 10.7 8.0 9.4
GHANA b. Thous 65.8 60.0 58.8 180.0 160.0 104.9
GUINEA Thous 108.4 111.8 116.3 112.2
GUINEABIS Thous 4.9 3.1 2.5 3.5
KENYA Thous 87.0 96.0 98.0 95.4 90.4 93.4
LIBERIA Thous
MADAGASCAR c. Thous 5.0 21.5 20.0 77.0 30.9
MALAWI Thous 41.2 41.2
MALI d. Thous 13.7 13.0 12.6 11.9 10.9 11.0 12.2
MAURITANIA Thous 11.0 11.0
MAURITIUS Thous 20.2 20.2
NIGER Thous 11.1 10.9 11.1 11.0
NIGERIA Thous 400.0 380.0 448.0 460.0 417.0
RWANDA Thous
SENEGAL Thous J,
SIERRALEONE Thous 12.2 12.2
SOMALIA e. Thous 10.4 7.9 5.6 8.6 7.6
SUDAN Thous 117.6 117.6
TANZANIA Thous
TOGO Thous 12.8 12.7 11.9 12.5
UGANDA Thous
ZAIRE Thous 150.0 150.0
ZAMBIA Thous 136.4 125.2 130.8

a. Manufacturing PEs only.
b. 1983 data for entire sector. 1980-1982 data for industrial PEs only. Estimate for entire sector.
c. Agricultural PEs only for 1983. Sample of 16 PEs for 1985-1986. Estimate for sample of 18 PEs.
d. For a sample of 29 PEs; these firms account for most of PE gross value added.
e. Manufacturing PEs only; nearly half of PE value added.



Table A.8. PE Share of Domestic Credit Outstanding a.

1980 1981 1982 1983 1984 1985 1988 Average

BENIN 45.3% 45.3%

BOTSWANA b. 27.9% 6.6% 18.2X -190.9% -14.1% -6.0% -3.4% -23.1%

BURUNDI 12.9% 7.0% 8.3% 7.7% 17.6% 19.3% 18.4% 13.1%

CAMEROON
CAR
CONGO
COTEDIVOIRE
ETHIOPIA
GAMBIA
GHANA 20.7% 21.9% 36.6% 4.1% 8.8% 21.0% 17.0% 18.6%

GUINEA
GUINEABIS
KENYA 2.1% 1.6% 2.1% 4.4% 5.3% 5.4% 3.5%

LIBERIA 15.2% 11.4% 12.2% 11.1% 11.3% 8.9% 11.7%

MADAGASCAR c. 14.7% 14.6% 14.1% 14.5%

MALAWI 13.2% 6.5% 3.8% 7.8%

MALI
MAURITANIA
MAURITIUS
NIGER 27.3% 26.3% 23.9% 23.7% 19.0% 18.0% 28.5% 23.8%

NIGERIA
RWANDA 8.0% 4.7% 5.0% 7.1% 5.2% 4.1% 5.3%

SENEGAL 39.5% 42.4% 39.1% 34.3% 26.1% 25.3% 34.5%

SIERRALEONE
SOMALIA
SUDAN 16.3% 17.6% 22.6% 14.2% 14.2% 16.8% 18.9%

TANZANIA 22.0% 16.9% 22.8% 20.6%

TOGO
UGANDA 0.6% 0.5% 0.5% 7.7% 5.8% 3.8% 3.2%

ZAIRE 0.1% 0.6% 1.3% 0.7% 0.6% 0.3% 0.4X 0.6%

ZAMBIA 12.8% 16.5% 16.1% 14.2% 14.6%

a. PE Domestic Credit Outstanding / Total Domestic Credit (claims on Government (net), NPEs, the Private Sector, and fin. inst.).
b. Negative figures imply a large net goverment surplus to central bank.
c. Short term credit only.



Table A.9. PE Share of External Debt Outstanding a.

1980 1981 1982 1983 1984 1985 1986 Average

BENIN 42.3% 45.7% 37.8% 37.1% 35.3% 27.9% 21.7% 35.4%
BOTSWANA 5.7% 7.7% 4.9% 6.5% 21.9% 28.6% 22.8% 14.0%
BURUNDI 1.2% 1.1% 0.7% 0.6% 0.4% 0.4% 0.4% 0.7%
CAMEROON 54.3% 52.1% 46.6% 45.9% 40.0% 30.2% 32.1% 43.0%
CAR 29.3% 15.2% 22.2% 21.6% 14.2% 11.2% 16.1% 18.6X
CONGO 20.0% 17.3% 15.1% 20.0% 23.3% 20.0% 20.6%
COTEDIVOIRE 18.7% 13.4% 9.4% 8.8% 6.3% 4.1% 4.3% 9.3%
ETHIOPIA 10.4% 13.7% 13.0% 11.5% 16.9% 18.5% 16.1% 14.3%
GAMBIA 2.3% 1.2% 1.1% 1.1% 0.7% 1.1% 0.6% 1.2%
GHANA 15.2% 17.3% 18.3% 5.9% 17.5% 16.1% 12.9% 14.8%
GUINEA 1.0% 0.9% 0.8% 0.9% 0.8% 0.6% 1.1% 0.9%
GUINEABIS
KENYA 0.2% 0.2% 0.2% 0.1% 0.1% 0.1% 0.0% 0.1%
LIBERIA 12.2% 10.3% 10.5% 11.2% 10.6% 10.3% 10.6% 10.8%
MADAGASCAR 39.4% 31.1% 33.6% 28.4% 21.7% 20.4% 30.4% 29.3%
MALAWI 20.9% 18.5% 16.0% 13.2% 9.3% 6.9% 5.3% 12.9%
MALI 4.8% 3.6% 2.7% 2.6% 1.8% 1.4% 1.1% 2.6%
MAURITANIA 8.4% 10.7% 15.7% 20.8% 21.2% 20.2% 20.2% 16.7%
MAURITIUS 4.2% 5.0% 3.5% 5.4% 5.7% 4.6% 5.6% 4.8%
NIGER 28.9% 30.4% 21.3% 19.0% 15.9% 12.3% 9.6% 19.6%
NIGERIA 12.1% 12.3% 8.4% 8.6% 9.4% 9.0% 23.3% 11.9%
RWANDA 0.5% 0.6%
SENEGAL 23.4% 16.1% 12.7% 12.4% 12.8% 10.4% 15.4% 14.7%
SIERRALEONE 13.1% 14.7% 14.7% 17.9% 29.2% 33.4% 34.6%
SOMALIA 3.3% 2.4% 2.2% 1.6% 1.7% 1.8% 2.3% 2.2%
SUDAN 2.7% 3.6% 3.7% 3.3% 2.7% 2.1% 2.9% 3.0%
TANZANIA 21.5% 19.6% 18.7% 18.1% 18.4% 14.0% 17.3% 18.2%
TOGO 7.9% 6.1% 5.5% 5.9% 5.3% 3.8% 4.1% 5.5%
UGANDA ,.5% 5.4% 4.0% 2.8% 2.0% 2.4% 1.7% 3.1%
ZAIRE 29.7% 34.4% 28.1% 68.3% 23.2% 21.0% 42.2% 35.3%
ZAMBIA 26.2% 29.2% 31.9% 30.2% 37.2% 54.6% 60.0% 38.5%

a. PE External Debt Outstanding (DOD) / Official External Debt Outstanding (DOD). Source: IBRD Debt Tables



Table A.10. Net Financial Results a.

Units 1980 1981 1982 1983 1984 1985 1986 Average

BENIN b. CFAF bil -5.6 -5.6
BOTSWANA
BURUNDI c. FBU mil 427.0 427.0
CAMEROON d. CFAF bil -48.6 -59.0 -39.9 -49.2
CAR CFAF mil -5630.0 -2300.0 -1844.0 -3258.0
CONGO CFAF mil 1090.0 1201.0 1631.0 2614.0 6182.0 2543.6
COTEDIVOIRE e. CFAF bil -46.3 -106.9 -138.9 -156.7 -112.2
ETHIOPIA Birr mil
GAMBIA f. D mil -19.9 -39.1 -47.6 -33.7 -16.5 -26.3 -30.5
GHANA C mil -86.3 -631.5 -2893.9 -550.9 -1040.7
GUINEA Sy mil 2400.0 98.0 -160.0 779.3
GUINEABIS
KENYA 9. KS mil 240.0 240.0
LIBERIA
MADAGASCAR h. FMG mil -1284.0 -1284.0
MALAWI K mil -6.0 -7.0 -6.0 -1.0 -3.0 -23.0 -7.7
MALI i. CFAF bil -10.1 -7.6 -5.7 -6.6 -6.6 -7.3
MAURITANIA -97.0 80.0 -598.0 -246.0 -215.3
MAURITIUS RS mil -133.0 -170.0 -51.0 -118.0
NIGER j. CFAF bil -5.4 -13.2 -9.4 -7.1 3.7 -2.3 -5.6
NIGERIA k. N mil 436.0 1380.0 646.0 820.7
RWANDA l. RWF mil 311.0 422.0 366.5
SENEGAL CFAF bil -3.6 -4.2 -4.4 -0.1 -7.8 -4.0
SIERRALEONE m. Le mil 7.5 -15.6 -32.7 -7.9 51.4 0.5
SOMALIA n. Ssh mil -86.5 -75.9 232.2 23.3
SUDAN
TANZANIA
TOGO
UGANDA
ZAIRE o. Z mil 1341.0 1928.0 -1448.0 607.0 6517.0 11797.0 8318.0 3866.7
ZAMBIA p. K mil 29.7 -122.6 -77.8 193.0 348.8 74.2

a. Net Financial Results are profits less losses, where profits and losses are defined before transfers,
subsidies and taxes, after interest and depreciation.

b. For a sample of 31 PEs; these firms account for just over half the total number of PEs.
c. For a sample of 33 PEs; just over half the total number of PEs.
d. Results for six major PEs; about 70% of PE Gross Value Added in 1985. Sample excludes oil exporting company.
e. For 31 major PEs excluding Air Afrique.
f. Data pertains to 10 largest of 20 Gambian PEs.
g. For a sample of 12 major PEs; these firms account for about two-thirds of PE GVA in 1986.
h. For a sample of 39 industrial PEs.
i. For a sample of 13 major PEs; these firms account for roughly 80% of PE GVA in 1986. Estimate for 1985.
j. For a sample of six major PEs; these firms account for nearly half of PE GVA in 1985.
k. For a sample of 4 major PEs: NEPA, NPA, NRC, and NNPC: about 31% of cumulative Gov. investment in the PE sector.
I. For a sample of 23 PEs; these firms account for most of PE GDP.
m. For a sample of seven major PEs; these firms account for about three-quarters of PE employment.
n. For a sample of 14 manufacturing PEs; these firms account for nearly half of PE GVA
o. GECAMINES only; about 45% of GVA in 1985.
p. ZIMCO only.



Table A.11. Net Financial Results / GDP a.

1980 1981 1982 1983 1984 1985 1986 Average

BENIN b. -1.51% -1.51%
BOTSWANA
BURUNDI c. 0.36% 0.38%
CAMEROON d. -2.16% -2.17% -1.20X -1.85%
CAR -2.60% -1.00% -0.71% -1.44%
CONGO -1.54% -3.32% -3.57% -3.01% -2.08% -2.70%
COTEDIVOIRE *. -1.86% -4.10% -4.82% -4.99% -3.94X
ETHIOPIA
GAMBIA f. -4.83% -8.68% -9.02% 2.34% -2.55X -3.18% -4.32X
GHANA -0.20X -0.87% -3.35% -0.30% -1.18%
GUINEA
GUINEABIS
KENYA g. 0.28% 0.28X
LIBERIA
MADAGASCAR h. -0.13% -0.13X
MALAWI -0.59% -0.63% -0.42% -0.06% -0.16% -0.37%
MALI i. -2.66% -1.85% -1.35% -1.40% -1.34% -1.72%
MAURITANIA -0.30% 0.22% -1.54% -0.57% -0.55%
MAURITIUS -1.04% -1.18% -0.31% -0.84%
NIGER j. -0.92% -2.05% -1.39% -1.15% 0.52% -0.29% -0.88%
NIGERIA k. 0.75% 2.26% 0.9B% 1.32%
RWANDA l. 0.23% 0.30% 0.27%
SENEGAL -0.41% -0.45% -0.43% 0.00% -0.60% -0.38%
SIERRALEONE m. 0.58% -0.98% -1.75% -0.29% 1.35% -0.22%
SOMALIA n. -0.25% -0.12% 0.24% -0.04%
SUDAN
TANZANIA
TOGO
UGANDA
ZAIRE o. 4.66% 4.84% -2.78% 0.63% 3.62% 4.92% 1.74% 2.52%
ZAMBIA p. 0.97% -3.52% -2.16% 4.62% 7.07% 1.40%

a. Net Financial Results are profits less losses, where profits and losses are defined before transfers,
subsidies and taxes, after interest and depreciation.

b. For a sample of 31 PEs; these firms account for just over half the total number of PEs.
c. For a sample of 33 PEs; just over half the total number of PEs.
d. Results for six major PEs; about 70% of PE Gross Value Added in 1985. Sample excludes oil exporting company.
e. For 31 major PEs excluding Air Afrique.
f. Data pertains to 10 largest of 20 Gambian PEs.
9. For a sample of 12 major PEs; these firms account for about two-thirds of PE GVA in 1986.
h. For a sample of 39 industrial PEs.
i. For a sample of 13 major PEs; these firms account for roughly 80% of PE GVA in 1988. Estimate for 1985.
j. For a sample of six major PEs; these firms account for nearly half of PE GVA in 1985.
k. For a sample of 4 major PEs: NEPA, NPA, NRC, and NNPC: about 31% of cumulative Gov. investment in the PE sector.
l. For a sample of 23 PEs; these firms account for most of PE GDP.
m. For a sample of seven major PEs; these firms account for about three-quarters of PE employment.
n. For a sample of 14 manufacturing PEs; these firms account for nearly half of PE GVA
o. GECAMINES only; about 45% of GVA in 1985.
p. ZIMCO only.



Table A.12. Net Financial Results / Government Expenditures

Units 1980 1981 1982 1983 1984 1985 1988 Average

BENIN b. CFAF bil -5.0% -5.0%

BOTSWANA
BURUNDI c. FBU mil 1.3% 1.3%

CAMEROON d. CFAF bil -9.8% -9.8% -5.5% -8.3%

CAR CFAF mil -14.0% -5.4% -4.6% -8.0%
CONGO CFAF mil 0.5% 0.3% 0.4% 0.7% 1.5% 0.7%
COTEDIVOIRE e. CFAF bil -4.6% -10.3% -13.6% -16.1% -11.1%

ETHIOPIA Birr mil
GAMBIA f. D mil -11.6% -21.5% -24.4% -14.2% -8.1% -7.1% -14.1%

GHANA C mil -1.8% -7.9% -31.4% -3.6% -11.2%

GUINEA
GUINEABIS
KENYA 9. KS mil 1.0% 1.0%
LIBERIA
MADAGASCAR h. FMG mil -0.5% -0.5%

MALAWI K mil -1.7% -1.8% -1.4% -0.2% -0.5% -3.8% -1.6%

MALI i. CFAF bil -23.7% -17.2% -12.0% -12.4% -11.1% -15.3%

MAURITANIA 0.6% -3.7% -1.4% -1.3%

MAURITIUS RS mil -3.3% -4.3% -1.2X -2.9%

NIGER j. CFAF bil -3.9% -11.1% -8.0% -7.0% 3.6% -2.3% -4.8%

NIGERIA k. N mil 3.1% 13.2% 4.9% 7.1%

RWANDA I. RWF mil 1.7% 2.2% 1.9%

SENEGAL CFAF bil -1.7% -1.7% -1.8% 0.0% -3.0% -1.6%

SIERRALEONE m. Le mil 1.8% -3.8% -8.0% -1.7% 6.1% -1.1%
SOMALIA n. Ssh mil -1.3% -0.7% 1.5% -0.2%

SUDAN
TANZANIA
TOGO
UGANDA
ZAIRE o. Z mil 30.0% 22.8% -13.1X 3.7% 17.1% 21.5% 8.9% 13.0%

ZAMBIA p. K mil 2.6% -9.5% -5.0% 13.9% 22.4% 4.9%

a. Net Financial Results are profits less losses, where profits and losses are defined before transfers, subsidies and

taxes, after interest and depreciation. These ratios do not imply actual shares of gov. expenditure financing PE losses.

b. For a sample of 31 PEs; these firms account for just over half the total number of PEs.
c. For a sample of 33 PEs; just over half the total number of PEs.
d. Results for six major PEs; about 70% of PE Gross Value Added in 1985. Sample excludes oil exporting company.
e. For 31 major PEs excluding Air Afrique.
f. Data pertains to 10 largest of 20 Gambian PEs.
9. For a sample of 12 major PEs; these firms account for about two-thirds of PE GVA in 1986.
h. For a sample of 39 industrial PEs.
i. For a sample of 13 major PEs; these firms account for roughly 80% of PE GVA in 1986. Estimate for 1985.

j. For a sample of six major PEs; these firms account for nearly half of PE GVA in 1985.
k. For a sample of 4 major PEs: NEPA, NPA, NRC, and NNPC: about 31% of cumulative Gov. investment in the PE sector.
l. For a sample of 23 PEs; these firms account for most of PE GDP.
M. For a sample of seven major PEs; these firms account for about three-quarters of PE employment.
n. For a sample of 14 manufacturing PEs; these firms account for nearly half of PE GVA
o. GECAMINES only; about 45% of GVA in 1985.
p. ZIMCO only.



Table A.13. Net Financial Flows Between Government and PEs a.

Units 1980 1981 1982 1983 1984 1985 1986 Average

BENIN CFAF bil -2.8 -2.6
BOTSWANA
BURUNDI FBU mil 279.6 279.5
CAMEROON
CAR
CONGO
COTEDIVOIRE
ETHIOPIA
GAMBIA
GHANA
GUINEA
GUINEABIS
KENYA
LIBERIA
MADAGASCAR
MALAWI K mil 75.0 61.0 43.0 20.0 10.0 13.0 112.0 47.7
MALI
MAURITANIA
MAURITIUS Rs mil 290.0 308.0 160.0 252.7
NIGER
NIGERIA
RWANDA
SENEGAL
SIERRALEONE Le mil 21.0 21.0
SOMALIA
SUDAN
TANZANIA Tsh ml) 447.0 654.0 635.0 465.0 877.0 793.0 611.8
TOGO
UGANDA
ZAIRE
ZAMBIA

a. Government payments to PEs less PE payments to government.
Government payments to PEs include operating subsidies, debt service payments and equity participation.
Equity participation here takes two forms: capital transfers and government assumption of PE debt.
PE payments to government are gross taxes, transfers and dividends.

b. Includes financial parastatals.



Table A.14. PE Payments to Government (Gross Taxes, Transfers and Dividends)

Units 1980 1981 1982 1983 1984 1985 1986 Average

BENIN CFAF bil 4.5 8.9 5.1 4.0 5.1
BOTSWANA
BURUNDI 967 727 1035 909.5
CAMEROON a. CFAF bil 1.2 3.7 4.8 3.2
CAR CFAF mil 1130 903 1112 1048.3
CONGO CFAF mil
COTEDIVOIRE
ETHIOPIA
GAMBIA b. D mil 1.4 1.2 2.3 2.7 0.8 1.6
GHANA c mil 171 208 182 971 301 549 492 410.1
GUINEA c. sy mil 4200 2150 4027 2996 1283 154 24e8.3
GUINEABIS
KENYA
LIBERIA
MADAGASCAR
MALAWI K mil
MALI d. CFAF bil 1.2 2.2 2.2 2.6 2.1
MAURITANIA
MAURITIUS RS mil 131 209 279 206.3
NIGER CFAF bil 11.3 10.7 11.3 8.1 10.4
NIGERIA e. N mil 5814 5189 5052 8886 7205 8025.2
RWANDA
SENEGAL
SIERRALEONE Le mil 3.0 3.0
SOMALIA Ssh mil 37 227 442 351 2883 788.0
SUDAN
TANZANIA Tsh mil 210 142 205 333 424 405 444 309.0
TOGO f. CFAF bil 6.6 7 5.2 6.6 8.6 8.6 6.4
UGANDA
ZAIRE g. Z mil 2103 1076 2875 5192 2811.5
ZAMBIA K mil 72.1 31.3 48.5 139.4 180.8 94.4

a. PE dividends only, does not include oil revenues which are 'hors budget'.
b. Estimate for 1985.
c. Non-tax transfers from PEs only.
d. For a sample of 29 PEs.
e. Mainly oil revenues which are direct transfers to government.
f. Estimate for 1986. Figures for OPAT only.
9. Gecamines payments 1985. Other years for entire sector.



Table A.15. PE Payments to Government / Government Revenue a.

1980 1981 1982 1983 1984 1985 1988 Average

BENIN 9.3% 9.0% 6.0% 5.2X 7.4%
BOTSWANA
BURUNDI 5.8% 3.2X 4.0X 4.3%
CAMEROON b. 0.3% 0.7% 0.7% 0.5%
CAR 2.8X 2.3% 2.6% 2.5X
CONGO
COTEDIVOIRE
ETHIOPIA
GAMBIA c. 1.3X 0.9X 1.6X 1.8% 0.2X 1.1X
GHANA 5.8% 8.3% 3.5% 9.5% 1.3% 1.4% 0.6% 4.0%
GUINEA d. 39.6% 17.8% 22.8% 28.1X 11.5% 1.6X 20.3%
GUINEABIS
KENYA
LIBERIA
MADAGASCAR
MALAWI
MALI e. 3.0% 5.5% 4=7X 5.1% 4.6%
MAURITANIA
MAURITIUS 4.6% 6.7X 8.0% 6.5%
NIGER 15.4% 14.2% 15.3X 11.8% 14.2%
NIGERIA f. 70.4% 62.8% 68.8X 78.5% 68.6% 69.4%
RWANDA
SENEGAL
SIERRALEONE 1.7% 1.7% o
SOMALIA 1.4% 5.9% 8.2% 5.9% 20.7% 8.4%
SUDAN
TANZANIA 2.2% 1.3% 1.7% 2.5% 2.8% 1.9% 2.0% 2.1%
TOGO g. 9.3X 8.3X 8.0% 6.4% 5.8% 5.9% 6.9%
UGANDA
ZAIRE 8.9% 8.9%
ZAMBIA 9.1% 3.8X 5.6% 13.0% 15.5% 9.4%

a. PE payments to government are gross taxes, transfers and dividends. Government revenue include grants.
b. PE dividends only, does not include oil revenues which are 'hors budget".
c. Estimate for 1985.
d. Non-tax transfers from PEs only.
e. For a sample of 29 PEs.
f. Mainly oil revenues which are direct transfers to government.
g. Estimate for 1986.



Table A.18. Governmont Payments to PEs (Equity Participation, Operating Subsidies, Debt Service Payments). a.

Units 1980 1981 1982 1983 1984 1985 1988 Average

BENIN CFAF bil 2.5 2.S

BOTSWANA
BURUNDI FBU mil 1318.0 1246.0 1281.0

CAMEROON CFAF bil 80.6 80.5

CAR
CONGO
COTEDIVOIRE CFAF bil 55.0 70.0 132.7 187.3 191.8 160.8 129.6

ETHIOPIA
GAMBIA
GHANA
GUINEA
GUINEABIS
KENYA KS mil 490.0 1020.0 470.0 510.0 670.0 800.0 660.0
LIBERIA
MADAGASCAR FMG mil
MALAWI K mil 75.0 B1.0 43.0 20.0 10.0 13.0 112.0 47.7

MALI
MAURITANIA 1000.0 1000.0
MAURITIUS RS mil 421.0 517.0 439.0 459.0

NIGER b. CFAF bil 12.0 7.2 7.4 8.1 5.2 8.0

NIGERIA c. N mil 1474.0 1113.0 1982.0 2580.0 1787.3

RWANDA RWF mil
SENEGAL CFAF mil 20.0 20.0
SIERRALEONE Le oil 24.0 35.0 29.5
SOMALIA
SUDAN
TANZANIA d. Tsh mil 589.0 859.0 988.0 889.0 1082.0 1238.0 937.5

TOGO
UGANDA
ZAIRE
ZAMBIA K mil 279.1 28.8 114.6 20.2 26.7 93.9

a. Equity participation takes two forms: capital transfers (shown) and government assumption of PE debt (not shown).
b. For a sample of 34 enterprises.
c. Direct federal government support to PEs, does not include ministerial transfers, state transfers, etc.
d. Includes government payments to financial parastatals.



Table A.17. Gov. Payments to PEs/ Gov. Expenditures a.

1980 1981 1982 1983 1984 1985 1986 Average

BENIN 7.3% 9.4% 4.9% 3.6% 6.3%
BOTSWANA
BURUNDI S.4% 4.2% 4.8%
CAMEROON 13.1% 13.1%
CAR
CONGO
COTEDIVOIRE 6.2% 7.8% 13.2% 16.2% 18.7% 16.5% 13.1%
ETHIOPIA
GAMBIA
GHANA
GUINEA 35.0% 21.9% 20.6% 19.6% 9.7% 0.7% 17.9%
GUINEABIS
KENYA 2.4% 4.9% 2.3% 2.2% 2.5% 2.7% 2.8%
LIBERIA
MADAGASCAR
MALAWI 20.9% 15.5% 10.7% 4.5% 2.0% 2.2% 18.4% 10.6%
MALI
MAURITANIA 5.5% 5.5%
MAURITIUS 10.6% 13.0% 10.1% 11.2%
NIGER b. 11.3% 6.1% 7.3% 8.0% 5.1% 7.6%
NIGERIA c. 12.1% 8.7% 14.0% 23.0% 14.5%
RWANDA
SENEGAL Un
SIERRALEONE 5.9% 7.5% 6.7% C
SOMALIA
SUDAN
TANZANIA d. 4.1% 4.5% 5.2% 4.3% 4.1% 4.2% 4.4%
TOGO
UGANDA
ZAIRE
ZAMBIA

a. Government payments to PEs include operating subsidies, debt service payments and equity participation.
Equity participation takes two forms: capital transfers (shown) and government assumption of PE debt (not shown).

b. For a sample of 34 enterprises.
c. Direct federal government support to PEs, does not include ministerial transfers, state transfers, etc.
d. Includes government payments to financial parastatals.



Table A.18. Current Subsidies to PEs (Operating Subsidies)

Units 1980 1981 1982 1983 1984 1985 1986 Average

BENIN CFAF bil 0.2 0.2
BOTSWANA P mil 0.1 0.1 0.1 0.1 0.1
BURUNDI FBU mil 120 24 141 95.0
CAMEROON CFAF bil 25.0 25.0
CAR CFAF mil 1812 533 4100 2148.3
CONGO CFAF mil 4578 11630 6787 6151 6770 7182.8

COTEDIVOIRE a. CFAF bil 14.0 14.9 10.8 10.8 12.8
ETHIOPIA
GAMBIA b. D mil 5.0 1.2 0.4 16.3 5.7
GHANA C mil 372 819 729 1129 438 852 958 728.1

GUINEA
GUINEABIS Peso mil 9 48 83 34 64 42 46.7
KENYA KS mil 200 80 80 111 117.8
LIBERIA
MADAGASCAR FMG mil 750 159 136 20 266.3
MALAWI K mil 0.2 0.3 0.6 0.3 1.5 1.6 1.5 0.9
MALI
MAURITANIA
MAURITIUS RS mil 145 212 217 191.3
NIGER CFAF bil 2.6 2.4 2.4 1.3 1.7 2.1 2.9 2.2

NIGERIA
RWANDA c. RWF mil 42 284 526 218 56 225.2
SENEGAL CFAF bil 4.8 7.2 2.7 7.4 4.5 7.6 5.7 Ln

SIERRALEONE Le mil 6 6 6.0
SOMALIA
SUDAN
TANZANIA d. Tsh mil 209 336 592 379.0
TOGO CFAF bit 0.4 0.4
UGANDA
ZAIRE Z mil 288.6 288.6
ZAMBIA

a. BGF transfers only.
b. For GPMB only.
c. For a sample of 13 PEs.
d. Includes financial parastatals.



Table A.19. Current Subsidies to PEs as a Share of Government Current Expenditures a.

1980 1981 1982 1983 1984 1985 1988 Average

BENIN
BOTSWANA 0.04X 0.00% 0.02% 0.02% 0.02% 0.02%
BURUNDI
CAMEROON 7.26% 7.28%
CAR
CONGO 4.28% 8.39% 3.53% 3.12% 2.92% 4.45%
COTEDIVOIRE b. 2.97% 3.18% 1.44% 1.34% 2.23%
ETHIOPIA
GAMBIA c. 0.14% 5.46% 2.80%
GHANA 8.90% 9.78% 8.47% 8.42% 1.88% 2.22% 1.57% 5.89%
GUINEA
GUINEABIS 0.50% 2.24% 3.S9% 0.94% 1.15% 1.68%
KENYA 1.6%X 0.49% 0.47X O.58% 0.77%
LIBERIA
MADAGASCAR
MALAWI 0.11% 0.11% 0.23% 0.10% 0.47% 0.38% 0.23%
MALI
MAURITANIA
MAURITIUS 4.50% 6.25% 5.88% 6.64X
NIGER 6.14% 4.73% 4.26% 2.34% 2.61% 2.91% 3.67%
NIGERIA
RWANDA d. 0.42% 0.42%
SENEGAL 3.41% 4.26% 1.49% 3.80% 2.07% 2.97% L
SIERRALEONE 2.11% 2.22% 2.16%
SOMALIA
SUDAN
TANZANIA e. 2.77% 3.73% 4.23% 3.58%
TOGO
UGANDA
ZAIRE
ZAMBIA

a. Current Subsidies to PEs / Government Current Expenditures
b. BGF transfers only.
c. For GPMB only.
d. For a sample of 13 PEs.
e. Includes financial parastatals.



Table B.1: Summary of Key Reforms Implemented (1983 - 1987)
--------------------------------------------------------- ___---------__------__---------------------------------------------------------

| I Country I Privatization I Liquidation I Rehabilitation I Management I Performance I No. of PEs

No. l (Sale of Shares) I (Sale of Assets) j Contracts Contracts I Studied for
I completed underway*j completed underway*l completed underway*1 I Divestiture

I Benin I I I j j 2 1 11

2 IBotswana I I I I I I I
3 IBurundi I I 41 SI
4 Cameroon 1 I 5 1 I 3 I 11

IS6 CAR l 1 1 31 1 I I I 2l

I6 e Congo I I I 7 I I I
7 ICote d'Ivoirel 14 j 24 I I 5S 1l
8 lEthiopia l |
9 IGambia I 1 31 1 1 1 1 3 3
10 IGhana SJ 5 14 5f S l
11 jGuinea I 19 111 3 1S
12 I Guinea Bissau I I 1
13 IKenya I 1 l 2 I 2
14 I Liberia 7 I I I 7
15 IMadagascar I l S I I I I 35
18 lMalawi 1 I 1 2 1 1 l 5|
17 gMali 2 I 7 I 3 I 2 I I
18 I Mauritania I 2 2 I 1 4 l 6 3 I 1 30 I

19 IMauritius I I I I I Iw
20 Niger I 12 81 4 7 3 X 22I
21 INigeria l 2 61 4 I I I I
22 IRwanda 1 1 l I I I l I
23 I Senegal I 4 18 i 18 S 4 l 2 I 9
24 Sierra Leone 1 I 6 8B 4 l 10
25 ISomalia I 1 I 1 3 I 1 l I
28 JSudan I 3 11 10 1 1 I |
27 ITanzania I 1 2 I I 21 I I
28 ITogo l 6 6 7 7 7 I 7
29 JUganda I 7 65 1 I
30 IZaire I 1 I 3 2 | 8 I |
31 IZambia 1 | | I B 1 |

I l~TOTALS I 80 60 78 521 56 281 541 181 1331

Source: SEO Data Base, Helen Nankani and Rebecca Candoy-Sekse, 1988, Richard Hemming and Ali M. Mansoor, 1987.

* Actions underway include identification and preliminary steps taken on PEs subject to reforms.



Table B.2: PE Reform Coverage: Macro Policies, Legal A Institutional Reforms

…------------------------------------------------------__--------------------__------------------------------------------------------__---------

I Reform I Macroeconomic Policy a. Legal and Institutional Reforms
No. Measure -----------------------------------------------------------------------------------------------------------------------

-----------------I Prico I Trade Foreign j Government I Autonomy to Board j Performance I Management
I I Country I Liberalization I Liberalization I Exchange I Supervisory Role I of Directors Contracts I Contracts

-------------------------------------------------------------------------------------------------------------------------------- …------------
I IBenin e I 88 I j I X X
2 lBotswana I I
3 jBurundie I 86 I I I 88 j j I I
4I Cameroon I 87 1 1 I I I IX I
6 ICAR *II
8 a Congo ea 8B e 88

7 ICote d'Ivoirel 8a s I I 87 I X X
8 I Ethiopia I I I I 187 I I
9 IGambiae 8 1 85 86 1 83 1 88 l 88, 87 l X
10 IGhana 1 84, 87 1 86,87 j 86 s 87 j 87 j 82, 83, 84j
11 jGuinea e s 86 I X I I X I
12 IGuinea Bissau *l I 86 I I 88 I 88 e 87
13 Kenya B e I j 88 I j X I
14 Liberia I I j I j j
15 Madagascare 88, 87 86, 87 e 86 j X
16 ailawi I 85 1 I 1 I I X X

117 IMali I 85 I I I I X I IX I
118 Mauritania I 86 i i X I I IX
I 19 j Mauritius I I I I I I u
j20 INigere * 83, 88 83 j X 88 8 Ix 183,

21 INigeria B e I 88 x I I
22 IRwanda 85 l I I i i
23 I Senegal e 8 88 I 84, 85, 87 I 86
24 jSierra Leone I 86 B e 86 s8 j I j
265 Somalia j I j I 86 I I j
26 ISudane I I I I j 85 j j
27 Tanzania I 86 I j 82
28 Togoe 1 83 I e 8 S
29 Uganda
30 jZairee I 83 j I X I I I 185
31 Zambia I 82 j I X X I X I I

…------------------------------------------------------------------------__--__-----------------------------I
* Countries with externally-assisted PE reform program.
X Exact year of implementation indeterminate.
a. Policies which affect all economic actors the same and is not focused on public enterprises per so.



Table B.3: PE Reform Coverage: Rehabilitation

---------------------------------------------------- __-----------------------__---------------------------------------------------__-------

Reform I I
Measures I Financial Restructuring I Financial Performance I Management

No. ---------------- -----------------------------------------------------------------------------------------------------
I Physical I I Budgetary I Credit I Price-Setting I Personnel I Accounting & I I

Country IInvestment ICross-debts I Policy b. I Policy c. I Liberalization | Reduction I h Auditing IClassification I

I1 lBenin * I I I I I I 185 1 8B

12 lBotswana II I I I I I I

I3 lBurundi* I I I 86 I 88 1 86 1 I 87

14 ICameroon* 85 a s 1 85 I I I 87

I5 ICAR * I II I 1 85 i I |

lB iCongo * I 88 I I 86 88 | 85 I I I

I7 ICote d'Ivoire 1 86 I I I 86 I I I I I
1 8 lEthiopia I I I I
| 9 IGambia * I 83 | 86 I I 86 88 | 88 I 86 I X

110 IGhana * I 87 | 85 1 I 84 I 87 1 87

Il 1 Guinea * I I X I I 1 85 I jx

| 12 IGuinea Bissau * X I I I 88 I X I

113 iKenya I X I I I 85 1

114 ILiberia II I I I I I I
I15 IMadagascar * 1 81, 85 1 87 i 88 1 88 I 85, 86 1 83, 84 I 
I16 IMalawi X I 1 86 1 83 I I I

117 Mali * l 86 I I X I X 85 1 83 I X I

118 IMauritania I X I 84 I I 85 I
119 IMauritius I I I I I I I X I

120 INiger * I 86 1 85 I I 86 I I 83, 85 83 | 83 I

121 INigeria I I 87 I I I 1 80 1

122 IRwanda I I I X I I 184

I23 ISenegal * I 83, 85 I I 86 I 86 I I 85 I 83, 85, 87 I
124 ISierra Leone I I I I I 86 I I I I

125 ISomalia I 86 I I I | 88

128 ISudan * I I I I I I 87 [ 84

127 ITanzania I I I I 85 X 
128 ITogo * I I X I 1 83 I x I

129 lUganda I I I I
130 iZaire I 84 X I I 83 I XI 84

131 IZambia I I I

* Countries with externally-assisted PE reform program.
X Exact year of implementation indeterminate.
b. Policies which reduce or eliminate operating subsidies provided by government to PEs.

c. Policies which reduce PE access to bank lending to cover operating losses.
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Table B.4. Definitions of PE Reforms

Privatization: change of ownership from the government to the
private sector through the whole of partial sale of shares.

Liquidation: suspension of public enterprise operations where
viability is in serious doubt under existing circumstances;
enterprise may be reconstituted as a new entity and sales of assets
may also occur.

Rehabilitation: strengthening PEs for greater operating efficiency.
This may be done by investing in equipment and other physical
facilities, and improving management capability.

Divestiture: privatization or liquidation; the term may sometimes
include management contracts.

Management Contracts: agreement between the government and private
firms whereby the managements of PEs are privatized without change
of ownership. Such agreements may also take the form of leases.

Performance Contracts: agreement between the government and public
enterprise management whereby the respective obligations and
expectations are defined as means of monitoring the performance of
public enterprises. The government sets the objectives assigned to
PEs, puts resources at the disposal of PEs; and institutes a system
of control. PE performance is monitored on the basis of agreed
indicators by a supervising authority.

SOURCE: Elliot Berg and Mary M. Shirley, Divestiture in
Developing Countries, World Bank Discussion Papers, No. 11, and
other sources.
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Annex C
Agricultural Marketing Boards

Agricultural marketing boards are among Africa's most important
PEs because they serve both marketing and regulatory functions in the
largest sector of the economy. These marketing boards are typically
expected to act as government's main tool in implementing agricultural
policy (affecting pricing, marketing, and input distribution), and operate
as commercial entities. Because they have multiple constraints and
objectives, a comprehensive assessment of their performance is complex and
beyond the scope of this study. However, performance of these entities
merits attention, particularly as it affects public finance. The following
paragraphs review 11 marketing boards in 7 selected countries where these
PEs are important.

The picture emerging from available data suggests that overall
deficits and subsidies to agricultural marketing boards are high, but may
be decreasing for some countries. Moreover, some marketing boards show
improved financial performance, but only one country shows a surplus
(profit) in more than one year. Further improvements would be necessary to
conclude that these PEs are helping to turn around overall poor performance
in Africa's PE sector; in some cases they are aggravating the situation.

Subsidies to marketing boards (Table C.1) as a ratio to government
current expenditure ranges from 0.3 percent in Nigerl to 10.8 percent in
the Gambia with a median estimate of 3.4 percent. This estimate may
understate the actual subsidies to marketing boards because not all
marketing boards are included in the data for sampled countries. Moreover,
operating subsidies measured here do not capture the entire burden on
government; PE deficits are also financed through other transfers and the
banking system (see Zimbabwe). Nonetheless, the burden on government (as
far as subsidies are concerned) seems to be decreasing as reflected in the
data. In six cases (five countries) the trend is downward; it is rising in
two cases and is mixed in two (no data are available for one marketing
board).

Financial performance is improving among marketing boards for a
few countries but the trend is weak. Of seven countries for which data are
available, three countries show improved financial performance, two show
mixed performance with some deterioration after 1984, one country shows
mixed performance, and one country is clearly not improving. An important
caveat with regards to PE performance is the effect pricing has on
profitability. During recent years, many governments have raised producer
prices faster than consumer prices (or, in the case of exports, faster than
the rise in world prices) thereby cutting into margins formerly enjoyed by

1/ Figure does not include large annual capital subsidies
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these marketing agencies. With the advent of reform, in some cases, prices
offered to farmers in excess of consumer or world prices increases the
losses of marketing boards (see Gambia); these losses are usually borne by
the government.

Table C.1: Subsidies to Ag. Marketing Board in Selected Countries

Subsidy* Median
Marketing Range Subsidy*

Country Board (Percent) (Percent) Trend Period

Gambia GPMB 1.0 - 26.6 10.8 Rising 82-87
Mali OPAM 1.6 - 4.1 2.5 Falling 81-85

Grains & Rice 6.3 6.3 82-85
Zimbabwe All Marketing 5.6 - 6.4 5.6 Falling 83-81

Less Maize 4.1 - 5.5 4.8 Falling 83-87
Malawi ADMARC 1.4 - 2.8 2.6 Falling 83,86,87
Zambia NAMBOARD 1.3 - 11.6 3.2 Mixed 81-86

LINTCO 0.2 - 0.5 0.2 Falling 82-85
Senegal SEIB 0.9 - 2.5 1.5 Falling 82-85

SONAGRAINE 0.0 - 1.3 0.0 Rising 84-86
Niger OPVN 0.1 - 0.3 0.3 Mixed 82-85

COPRONIGER

Source: Individual Annex Tables C.2.-C.9 and estimates based on
assumptions in text.

* Subsidies shown as a percent of government current expenditures.

Details are summarized in the following country studies.
(All data for fiscal years are recorded in their second calendar year).

The Gambia

The Gambia Produce Marketing Board purchases and is responsible
for the export of groundnuts. GPMB also does some domestic marketing.
Groundnuts are Gambia's most important crop in terms of agricultural value
added (estimated at 26 percent in 1986), and in terms of marketing (27
percent). As a share of total value added (GDP), groundnut production and
marketing accounted for an estimate 13 percent in 1986.2 Negative financial
results of the GPMB (Dalasis 37.7 million, or 7.1 percent of GDP)
contributed heavily to overall losses in the public enterprise sector
(accounting for around three-quarters of total losses), in 1983 when PE
losses were on the order of 9% of GDP, the highest in Africa that year.

2/ In 1987, production of groundnuts was at 110,300 tons of which the GPMB
purchased 66,000 (undecorticated). GPMB exported 43,550 tons (of which
about half the total was decorticated). GPMB also markets a small
proportion of domestically produced rice (domestic rice production is
subsidized through GPMB), and, until July 1985 was effectively the sole
importer of rice. Since then rice imports have been liberalized.
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This was due mainly to a government decision to maintain domestic producer
prices in the face of sharp drops in world groundnut prices. GPMB losses
were expected to be serious again in 1987.

Government subsidies to the GPMB as a share of current expenditure
grew dramatically between 1982 and 1985 from 1 percent to 10.8 percent, and
again in 1987, to an estimated 26.6 percent (Table C.2). In 1986,
government arrears (chronic) to GPMB were outstanding at a level equivalent
to an additional 7% of current expenditure. Despite a twelve million
Dalasis government grant in 1986 (roughly equivalent to government chronic
arrears owed to GPMB that year) no reduction in government chronic arrears
to PEs was recorded, although GPMB cleared up its outstanding obligations
to other PEs and non-chronic arrears to government.

Table C.2: The Gambia
Financial Operations and Subsidies to Marketing Board(s) (in D Millions)

GPMB 1980 1981 1982 1983 1984 1985 1986 1987
(Est.)

Deficit or Surplus -32.4 -37.7 25.7 -7.8 -27.3 -69.0
Subsidies 1.2 0.4 16.3 83
Subsidies!
Gov. current
expenditure (%) 1.0 0.2 10.8 26.6

Sources: IMF Staff Reports

Mali

In Mali, data are available for OPAM's marketing operations and
direct subsidies (Table C.3), as well as for implicit subsidies to
consumers for certain staples, notably coarse grains and rice (Table C.4).
Direct subsidies to OPAM declined from CFAF 1.8 billion in 1981 to just
under CFAF one billion during 1985 (indicating outside financing and/or
cross-subsidization on grains). At the same time, OPAM's financial results
improved, due in part to outside financing arrangements, including a loan
(PRMC) roughly equivalent in size to twice OPAM's financial losses between
1981-1985. Technical assistance was also provided by a variety of donors
and some liberalization was introduced which yielded lower operating costs.

Looking at implicit subsidies to consumers from government as a
proxy for government subsidies to PE marketing boards (since, as an
intermediary, OPAM must bear the burden of government pricing policy), it
is shown below that government subsidies on course grains and rice during
1982 to 1985 totalled CFAF 13.6 billion, or 6.3 percent of government
current expenditure for the same years. (Over and above these government
subsidies to consumers are producer subsidies to consumers which do not
bear on the operations of OPAM when viewed from this angle.)
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Table C.3: Mali
Financial Operations and Subsidies to Marketing Board(s) (In CFA F billion)

OPAM 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus -2.65 -1.61 -1.42 -1.36 -0.95
Subsidies 1.75 1.61 1.42 1.40 0.97
Subsidies/
Gov. current
expenditure (%) 4.1 3.5 2.5 2.5 1.6

Source: Robert Nathan Associates, Development Alternatives Inc., March, 1987.
"Cereals Marketing Liberalization in Mali: an economic policy reform
assessment"

SOMIEX, the cotton marketing board, while ostensibly making
profits on cotton exports, had borrowed substantially from the domestic
banking system by 1986, with CFAF 5 billion outstanding credit, or four
percent of total credit. Moreover, SOMIEX owed CFAF 3 billion in tax
arrears to government, although arrears in the other direction are unknown.

Table C.4: Mali
Aggregate Changes in Implicit Subsidies and Taxes

1977 to 1980 1982 to 1985

Coarse Coarse
Grain Rice Total Grain Rice Total
---------------------------------------------------

Government Purchases 171 276 447 49 154 203
(000 T, rice=paddy)

Producer tax 3.6 5.3 8.9 1.6 3.5 5.1
(CFAF billions)

Government Sales
('000 T) 174 190 364 173 234 407

Consumer Subsidies 6.0 11.3 17.2 9.6 9.1 18.7
(CFAF billions)

Public Sector Loss 2.4 6.0 8.4 8.0 5.6 13.6
(CFAF billions)

PRMC Financing 4.7 9.1 13.8
(CFAF billions)

Net Public Sector Loss 2.4 6.0 8.4 3.3 -3.5 -0.2
(CFAF billions)
minus=gain

Source: Humphreys, Charles P. "Cereals Policy Reform In Mali", World Bank
(Memo) May, 1986.
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Zimbabwe

In Zimbabwe, nominal subsidies to marketing boards doubled from
1983 to 1987; as a ratio to current expenditure these payments remained
fairly constant over the period (between four and five percent). Expanding
the definition of subsidies to include implicit subsidies to consumers on
maize meal (as a proxy for subsidies to the marketing board which handles
maize), the subsidy picture changes; a decline relative to current
expenditure is observed after 1984, from 6.8 percent to 4.9 percent in
1987. Trends in the annual uncovered deficits (after subsidies) and
cumulative uncovered deficits (by themselves and as a derivative of annual
deficits) are shown below (Table C.5):

Table C.5: Zimbabwe Subsidy Payments (in millions of Zimbabwe dollars)

AGRICULTURAL MARKETING PEs: 1983 1984 1985 1986 1987

Deficits -172.0 -134.5 -95.6 -200.7 -334.4

Subsidies to Ag. Mktg. 74.5 122.5 134.9 140.0 166.0
Grain Mktg Board 22.9 52.5 62.0 55.1 48.1
Dairy Mktg Boards 18.3 24.9 31.7 39.3 65.0
Cold Storage Comm. 33.3 36.5 41.6 39.3 49.5
Cotton Mktg Board -- 8.6 0.5 -- --
Agric. Mktg Authority 6.3 3.4

Others (Maize Meal) 27.0 28.0 22.0 15.0 2.5

Total Subsidies 101.5 150.5 156.9 155.0 168.5

Ratios: (in percent)
Subsidy/current Exp. 4.1 5.5 5.5 4.8 4.8
(excluding maize)
Subsidy/current Exp. 5.6 6.8 6.4 5.3 4.9

Uncovered deficits
subsidy shortfall 9.9 46.0 -3.6 -44.4 34.7
cum. subsidy shortfall* 21.5 67.5 64.0 19.6 54.3
cum. subsidy shortfall
less annual deficits 172.0 134.5 95.6 200.7 334.4

Source: IMF Staff Report, 1987.
* Cumulative subsidy shortfall where subsidy shortfall is the difference between
marketing board deficits and subsidies from government.

Thus, in addition to direct subsidies to marketing boards on the
order of 4 to 5 percent (5 to 7 percent including maize subsidies) of
current expenditure, cumulative financing requirements amounted to an
additional 1.5 percent in 1987. For a country where agricultural output
contributes only around 11% of GDP (the marketing board share is unknown),
total subsidies and financing requirements of 6.5 to 8 percent of current
expenditure in 1987 are not insignificant.
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Malawi

Subsidy figures are unavailable for Malawi's marketing board,
ADMARC. However, overall deficits (Table C.6) during 1983 to 1987 suggest
that government and bank lending play an important role in financing
ADMARC's operations. ADMARC is responsible for purchasing and marketing of
smallholder crops, distribution of inputs, and implementation of government
agricultural policy for the smallholder sector. Although ADMARC accounts
for an unknown share of GDP, total agricultural value added by smallholders
was 79 percent of agricultural GDP and 26.5 percent of total GDP in 1986.

ADMARC's total deficits for the years 1983 and 1985 were Kwacha
36.6 million or roughly 7.7 percent of current expenditure during three
years. ADMARC's financing requirements were met by government borrowing,
the central bank, and commercial bank overdrafts. ADMARC recorded
surpluses during 1984 and 1986 of Kwacha 27 million, or 2.9 percent of
average current government expenditures during two years.

Table C.6: Malawi
Financial Operations and Subsidies to Marketing Board(s)(In Mil Malawi Kwacha)

ADMARC 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus -5.7 -27.8 10.6 -9.1 16.4 -0.7
Subsidies* 8.0 -8.6 -2.6 12.1 8.7
Subsidies*/
Gov. current
expenditure (%) 2.8 2.6 1.4

Source: ADMARC Annual Reports and IMF Staff estimates, 1984-1988.
* PE borrowing from government (excluding central bank) as a proxy for subsidies.

Zambia

In Zambia, the major agricultural marketing board is NAMBOARD
whose main functions are 1) to purchase maize from provincial cooperative
unions (PCUs), or from foreign sources, and to redistribute it for sale
domestically, 2) to import fertilizers and to distribute them to PCUs, and
3) to maintain maize security reserves. Total agricultural output
constituted 13.7 to 14.7 percent of total value added during 1980 to 1984,
(and maize was the most important food crop in terms of quantity).

NAMBOARD undertook a number of reforms between 1980 and 1983 aimed
at improving financial performance, especially: 1) raising maize resale
prices to equal producer prices, and 2) lowering personnel costs by
reducing employment from 6000 to 2000 during that period. As a result of
these measures, NAMBOARD's losses, and in turn subsidies, fell between 1980
and 1985, but rose again in 1986 (Table C.7).

Other marketing boards, including LINTCO, also received subsidies.
But although these subsidies increased slightly the total level of
subsidies to marketing boards (and subsidies as a ratio to government
current expenditure), they had little effect on the general trend.
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Table C.7: Zambia
Financial Operations and Subsidies to Marketing Board(s)(In Kwacha mil)

NAMBOARD 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus -109.7 -69.5 -84.3 -27.1
Subsidies 121.0 39.9 32.8 17.1 17.0 134.5
Subsidies/
Gov. current
expenditure(%) 11.6 3.5 2.8 1.4 1.3 8.5*

LINTCO 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus
Subsidies 4.9 2.4 2.4 2.0*
Subsidies/
Gov. current
expenditure (%) 0.50 0.20 0.20 0.17

Source: IMF Staff Papers 1984, 1985, 1987.
*/ Budget figure used for current expenditures

Senegal

In Senegal groundnuts are one of two major crops. Marketing and
processing of groundnuts has been handled mainly by two agricultural PEs,
SONAGRAINE (SONACOS GRAINE) which handles primarily marketing and SEIB
which does mostly processing (shelling). Since 1983 marketing
responsibilities have been devolved somewhat from marketing agencies to
individual groundnut oil millers.

Although available data do not tell the whole story on government
subsidies, the direct and indirect financial implications on government can
be inferred from operating deficits.3 Senegal's

3/ In the past, deficits by the groundnut marketing board have been
financed mainly through subsidies, borrowing and arrears. A
particularly bad experience occurred in 1980 when ONCAD (now defunct)
ran a deficit of over CFAF 100 billion, the equivalent of 58 percent of
total government expenditure or 16 percent of GDP that year. Senegal's
central bank, Banque d'Etat du Senegal, issued a circular which ordered
each commercial bank in the country to assume 2 percent of ONCAD's debt.
This action distributed the losses among all Senegalese stakeholders in
order to avoid national bankruptcy. (Source: Deloitte Haskins & Sells,
"Groundnut Marketing in Senegal" Part of the Liberalization of
Agricultural Marketing Systems Comparative Study, Sept. 1987.)
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groundnut marketing boards performed poorly and subsidies remained nearly
constant as a share of government expenditures in recent years, but they
are roughly half of 1982 levels (Table C.8). Subsidies to SONAGRAINE in
1986 accounted for 36.8 percent of total subsidies to the PE sector that
year. In addition to poor financiial performance by marketing boards, CSPS,
the price stabilization board, also ran deficits and required subsidies
until 1985 when improved performance resulted from a decrease in CSPS
marketing functions and a separation of price equalization and
stabilization functions from its commercial activities.

Table C.8: Senegal
Financial Operations and Subsidies to Marketing Board(s)(In billions of CFA F)

SEIB 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus -0.59 0.97 -0.78 -1.46 -1.40
Subsidies 4.1 2.7 1.9
Subsidies/

Gov. current
expenditure (%) 2.5 1.3 0.9

SONAGRAINE 1980 1981 1982 1983 1984 1985 1986 1987

Deficit or Surplus 0.06 -2.1 -0.79
Subsidies 2.8
Subsidies/

Gov. current
expenditure(%) 1.3

Source: Presidence de la Republique, Controle Financiere, 1982-86; and IMF staff
report, March 1986,

Niger

Food marketing is handled mainly by two PEs in Niger; OPVN which
is responsible for cereal marketing and COPRONIGER which deals with
imported consumer goods and domestic distribution. OPVN sustained heavy
losses during 1980-1985 although performance improved somewhat after
reforms were implemented (Table C.9). Operating subsidies were small
(under one percent of government current expenditures between 1982 and
1987), but the full extent of subsidies is unclear, as OPVN also received
capital subsidies of CFAF 2-3 billion annually during the period.
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Table C.9: Niger
Financial Operations and Subsidies to Marketing Board(s)(In billions of CFA F)

OPVN* 1980 1981 1982 1983 1984 1985 1986

Deficit or Surplus -4.18 -1.2 -2.4 -1.4 -0.7 -0.05
Subsidies 0.15 0.07 0.23
Subsidies/
Gov. current

expenditure (x) 0.3 0.1 0.3

COPRO-NIGER 1980 1981 1982 1983 1984 1985 1986

Deficit or Surplus 0.16 0.67 -0.96 0.16 0.20 0.32
Subsidies
Subsidies/

Gov. current
expenditure (%)

Sources: Ministre de la Tutelle des Etablissements Publics, System
D'Informations du Secteur Parapublic 1985/86;
IMF, Staff Reports 1986, 1987.

* Over and above operational subsidies, OPVN received substantial capital
transfers from government: 2.9 billion (83), 2.2 billion (84), and 1.9
billion (1985).

Annex D: Government Assumption of PE External Debt

Government assumption of PE external debt represents an implicit
flow of resources to the sector. This comes to light mainly during
rescheduling when PE debt (including debt service due and interest and
principal arrears) is transferred to government (often for legal reasons)
as part of rescheduling, and later serviced from the public treasury.
Although a few PEs continue to service this debt (from the transfer of
trading profits to government), these transfers are direct, and thus are
measured elsewhere in this paper. Most PEs, however, are relieved of the
financial obligation to service debt after it is assumed by government.4

Although government assumption of PE debt improves PE finances, it
increases pressures on government budget and balance of payments.

For a sample of 30 SSA countries, twenty have rescheduled PE debt
since 1980, mostly after 1985. It would appear that in 1986, governments
rescheduled about three-quarters as much PE debt as was serviced.

4/ Only one Togolese enterprise serviced PE debt assumed by government in
1986. The total PE debt assumed by government through 1986 was nearly
ten times the amount of PE outstanding debt that year.



-66-

Government assumption of PE debt affects the overall flow of
resources between PEs and government: as a percentage of government
expenditure, the average direct transfer to PEs (as discussed in the text)
during 1980-1986 was 7.6; the average implicit flow, 0.6 (shown below),
would boost the combined flow by nearly 10 percent to 8.2 of government
expenditure. For 1986 alone, the combined outflow from government to PEs
would be 30 percent higher, or 9.9 percent of government expenditures.

The importance of government assumption of PE debt (as measured
by debt service and arrears rescheduled) is illustrated in Table D.1. From
the perspective of PEs, debt assumed by government represents an implicit
flow to PEs equivalent to the amount of debt assumed, provided those PEs
are relieved of future obligations to service that debt. These implicit
flows, however, are not strictly comparable (from the government
perspective) to government expenditure, since the assumed debt could be
serviced over several years.

Table DI. Government Assumption of PE Debt Through Rescheduling (in mil S US)

1980 1981 1982 1983 1984 1985 1988 1987

PE Debt Rescheduled
Interest Rescheduled 0.0 6.7 9.1 11.6 19.2 46.2 70.8 87.0
Interest Arrears Res. 0.0 4.4 3.5 1.3 14.3 0.7 86.8 18.3
Principal Rescheduled 0.9 18.7 28.9 64.0 108.4 135.4 342.6 421.8
Principal Arrears Res. 0.0 16.7 7.8 8.3 57.6 5.1 205.2 38.2

Total Rescheduled 0.9 44.5 47.3 85.2 199.4 186.4 704.2 565.3

PE Debt Service Payments
Interest + Principal 902.5 877.8 1000.3 854.8 917.0 939.7 958.7 1429.0

PE Debt Res./PE Debt Service 0.1% 6.1% 4.7% 10.0% 21.7% 19.8% 73.8% 39.6%

Government Expenditure* 1847.5 1579.5 1500.1 1502.9 1441.6 1403.9 1137.2 1172.7

PE Debt Res.* / Gov't Expenditure* 0.0% 0.1% 0.1% 0.2% 0.5% 0.4% 2.1X 1.6%

SOURCE: World Bank RXD and BESD Databatres.
* Note: Arithmetic Averages for SSA Countries

Annex E: Sources of PE Domestic Borrowing

A survey of eight selected non-CFA countries (Botswana, Burundi,
Ethiopia, Ghana, Kenya, Liberia, Madagascar, and Zaire) during 1980-86
shows that PEs in three countries (Botswana, Ethiopia and Zaire) finance
their operations from the domestic banking system entirely through
commercial banks (Table E.1). This figure is slightly lower on average for
Liberia (93 percent), Kenya (92 percent), and Burundi (91 percent since
1983; 38.8 percent during 1980-86). In Ethiopia, although PE borrowings
appear to be entirely through commercial banks, PEs also borrow from the
development bank, which in turn borrows heavily from the central bank.

On the other hand, PEs in Ghana and Madagascar borrow heavily from
the central bank. In Madagascar, PE credit comes entirely from the Central
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Bank, and loans from the central bank accounted for 47.5 percent of non-
government sector loans by end-1985; overdrafts accounted for 58.6 percent
of PEs short-term credits. The poor financial situation of PEs in
Madagascar was a factor in the crisis facing about half of the domestic
banks' portfolios that year. The deterioration of the quality of banks'
portfolios was also evident from bank provisions for doubtful debts, which
increased from about 29 percent at the end of 1983 to about 52 percent at
the end of December 1985.

In four countries where a trend is observable, PEs in Burundi,
Kenya and Liberia show an increase in the share of outstanding credit to
commercial banks in recent years. In Ghana, where PE credit from
commercial banks accounted for only 34 percent of PE domestic credit on
average during 1980-1986, the trend during 1983-86 is downward, indicating
more reliance on non-commercial channels.5

Table E.1: Structure of PE Domestic Borrowing For Selected non-CFA Countries
Country 1980 1981 1982 1983 1984 1985 1986

Botswana: PE Dom. Credit (Pula mil) 1.7 5.1 7.8 14.7 18.3 25.3 34.2
Commercial Banks (in percent) 100 100 100 100 100 100 100
Central Banks (in percent) 0 0 0 0 0 0 0

Burundi: PE Dom. Credit Outstanding (CFAF mil) 1381 698 482 412 2887 3900 4088
Commercial Banks (in percent) 0 0 0 0 87.6 91.6 92.6
Central Banks (in percent) 100 100 100 100 12.5 8.4 7.4

Ethiopia: PE Dom. Credit Outstanding (Birr mil) 588 838 677 602 510 489 669
Commercial Banks (in percent) 100 100 100 100 100 100 100
Central Banks (in percent) 0 0 0 0 0 0 0

Ghana: PE Dom. Credit Outstanding (Cedis mil) 1983 3394 6083 1337 4288 16319 20201
Commercial Banks (in percent) 31.4 36.4 18.4 88.4 18.8 23.1 21.3
Central Banks (in percent) 88.8 84.6 81.8 11.8 81.2 76.9 78.7

Kenya*: PE Dom. Credit Outstanding (Shil. mil) 371 388 868 1217 1598 1808 1909
Commercial Banks (in percent) 90.8 90.S 82.1 93.5 96.6 98.1 92.0
Central Banks (in percent) 9.2 9.5 17.9 8.6 4.4 3.9 8.a

Liberia: PE Dom. Credit Outstanding (LS mil) 43.25 37.31 48.77 50.04 53.17 46.88 52.93
Commercial Banks (in percent) 94.8 88.9 90.8 88.8 90.1 97.9 100.0
Central Banks (in percent) 5.4 11.1 9.4 11.2 9.9 2.1 0

Madagascar: PE Dom. Credit Outstanding (FMG mil) 8.8 8.8 P.34 28.93 35.88 32.39 29.74
Commercial Banks (in percent) 0 0 0 0 0 0 0
Central Banks (in percent) 100 100 100 100 100 100 100

Zaire: PE Dom. Credit Outstanding (Z mil) S 31 15 14 63 11 78
Commercial Banks (in percent) 100 100 100 100 100 100 100
Central Banks (in percent) 0 0 0 0 0 0 0

* Note: PE borrowing under commercial banks includes loans from other financial institutions.
Source: International Finance Statistics 1987-1988.

5/ One problem of PE borrowing from the central bank arises when government
creates credit at a rate faster than the growth rate of the economy.

Continued on next page
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Annex F: PE Domestic Borrowinx and Evidence of 'Crowding-out"

In countries where government and public enterprises borrow
heavily from domestic banks, credit to the private sector suffers, and this
has repercussions for economic growth. To the extent that PEs dominate
domestic borrowing and use borrowed funds inefficiently and create non-
performing debt, the private sector is "crowded out", an event closely
associated with low growth rates in the economy.

1. According to a study by Marsden, a shift in the composition of
domestic credit from private to public sector is associated with a
deterioration in output per capita, while a shift in domestic credit toward
the private sector is associated with higher per capita growth. Based on a
study of 17 countries (13 of these countries are in sub-Saharan Africa),
with similar economic structures and income levels over the period 1962-82,
regression analysis on data of domestic credit provided by the monetary
authorities and banks to government and PEs on the one hand, and to the
private sector on the other, show:

1) economic growth is strongly correlated with growth of domestic
credit to the private sector (a one percent increase in the real rate of
growth of GNP is associated with per head growth rate of 0.34 percent).

2) economic growth is positively related to the shares of private
sector credit in total domestic credit and GNP. (This may suggest that the
private sector uses its financial resources more efficiently).

3) savings ratios drop sharply wherever government and public
enterprises come to dominate the demand for domestic credit.

The results were grouped into four categories: high growth, medium
growth, low growth, and negative growth (Table F.1). African countries
were represented in the high and medium growth groups; the most favorable
growth rates were attained by Kenya, Malawi, Cameroon, and Cote d'Ivoire.
But Africa dominated the last two groups; low growth and negative growth
were attained by African countries alone. Low growth rates were achieved in
Ethiopia, Tanzania, Malawi, Senegal and Sudan. Negative were found in
Zambia, Zaire, Madagascar, and Ghana.

When Marsden looked at the share of external debt he found little
evidence to suggest that foreign borrowing by itself led to higher growth;
in some cases the affect appeared just the opposite.

Continued from previous page
When this occurs, the resulting inflation may tax money holders through
a loss of purchasing power. This creates an "inflation tax" which
serves as an implicit subsidy (from money holders to PEs) through the
intermediary of inflation.
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Table F.1: Domestic Credit and Growth Rates
Aver. Annual Share of Private Priv. Domes. Ext. Public
Growth of GNP Sector in Domest. Credit Debt

Countries Per Head (%) Credit(%) (% of GNP) (% of GNP)

1962-82 1962 1982 1962 1982 1970 1982
High Growth 4.5 65 85 13 41 14 22

Medium growth 2.3 92 65 13 28 22 46

Low Growth 0.9 89 31 13 16 29 47

Negative Growth -0.9 68 26 8 13 22 51

Source: IMF International Finance Statistics Yearbook, 1984 and Supplement on
Output Statistics, No. 8, 1984: World Bank, World Development Report,

Annex G: Public and Private Enterprise Performance

A review of studies on public versus private enterprise
performance is presented in this section. One general conclusion is that
variations are significant between public and private enterprises across
countries and regions in terms of labor and capital productivity as well as
profitability.

Limitations of recent data impede a comparison of the efficiency
of public and private enterprises as part of this study. Analysis of the
effectiveness and profitability of public and private enterprises are
unattainable for the same reason. Earlier studies, however, shed some
light on the variations of performance between public and private
manufacturing enterprises in the sub-Saharan Africa. These variations are
demonstrated by Tony Killick (1983) for Tanzania and Ghana using data from
the 1960s and 1970s (Table G.1).

Table G.1: Relative Productivity Ratio; Public vs. Private Sector

Country Indicator Ratio Period

TANZANIA: Value Added per worker 45.7 1962-63
Value Added per worker 38.9 1965-66
Value Added per worker 55.1 1969-70

GHANA: Value Added per worker 63.9 1970-75
Gross output per unit
of operating capital 46.0 1970-75

SOURCE: Tony Killick, The Role of the Public Sector in the
Industrialization of African Developing Countries", Industry
and Development: No. 7, UNIDO, April 1983.
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PEs use more more capital and more labor than private
enterprises to produce the same amount of output.6 Lower productivity
of capital is explained by greater capital intensity of PEs as
compared to private manufacturing enterprises, without greater output.
As for labor productivity, lower output may be the result of redundant
employment.

A disparity is also found with regard to profitability
between private and public sector enterprises. In a study of
public/private ratios of enterprise profitability for the 500 largest
non-U.S. industrial companies in 1985, PE profitability was only 42.5
percent (on average) that of the private enterprises. Table G.2
illustrates the differences:

Table G.2: Profitability of Public and Private Enterprises by Industry
Ratio

Public Private Public/
Industry Enterprise Enterprise Private(%)

Mining 7.4 15.5 47.7
Petroleum 3.8 4.4 86.4
Tobacco 1.8 8.5 21.2
Chemicals 1.6 3.5 45.7
Aerospace 0.9 2.9 31.0
Electronics 0.4 3.6 11.1
Steel and Metal Mfg. -3.8 0.7
Motor Vehicles -5.7 3.3

Weighted Average 1.7 4.0 42.5

SOURCE: "The Largest Non-U.S. Corporations", Fortune, August 19, 1985,
cited in V.V. Bhatt, "Public Enterprise Sector and Development:
Lessons from Internatdional Experience", Indian Institute of
Management, Ahmedabad, Vol 12, No. 3, 1987.

Another study on profitability7 for a sample of 25 public
industrial enterprises and 37 private enterprises in Israel during
1976-1978, indicates a lower financial profitability (before tax) for
PEs; the profit/sales ratio was 1.6 percent for public enterprises, as
compared to 11.6 percent for private entities. In Brazil a rate of
return on equity for public enterprises during 1974-1978 was only 50
percent of that earned by the private sector. In India, similar

6/ William F. Steel and Jonathan W. Evans, Industrialization in sub-
Saharan Africa World Bank, Technical Paper, No. 25, Washington,
D.C., 1984.

7/ Mahamood Ali Ayub and Sven Olaf Hegstad, Public Industrial
Enterprises, World Bank Industry and Finance Series, Vol. 17, 1986.
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findings emerged: public sector productivity was generally lower that
of the private sector although performance in some PEs was comparable.8

These examples should not imply that PEs are inherently
inefficient or unprofitable. Some PEs operate efficiently although
their profitability may be low due to pricing policies. Indeed, the
comparison of public vs. private performance should be held in a
regional context, taking into account the objectives set for the
enterprises, and the nature of their activities. But the messages
drawn from these examples highlight the need to pursue more closely
the monitoring of PE performance, notably financial profitability,
returns to investment and wages, and the effectiveness of resources
used.

8/ V.V. Bhatt, Public Enterprise Sector and Development: "Lessons from
International Experience", Indian Institute of Management,
Abmedabad, Vol. 12, No.3 July-September , 1987, p.10.
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