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Foreword

Most of the projects reported in this survey were originally supported by
the Africa Project Development Facility (APDF), an institution founded in 1986 on
IFC's initiative. APDF provides advisory services to private entrepreneurs in Sub-
Saharan Africa. including assistance In preparing market, technical, and other
feasibility studies. The Facility works with entrepreneurs during the whole cycle of
project preparation until funding is secured. In the 4 years since its inception,
APDF has assisted in securing financing for 65 projects In 18 countries,
representing investments of $136 million. Currently, 250 more projects are
receiving APDF technical advice.

In fact, one of the major purposes of APDF--and a major reason for its
support by IFC--is to encourage exactly the types of entrepreneurial activities
described herein. The Facility seeks to identify promising small businesses in
Africa and then to provide the technical support that wlll ensure their success.
Although APDF does not itself offer financing to these entrepreneurs, it helps in
locating potential lenders and investors, and it does fund feasibility and market
studies. APDFs assistance, therefore, can be critically Important to entrepreneurs
at a time when they are particularly vulnerable.

The success of current liberalization efforts in many African countries
depends directly upon developing a climate supportive of vigorous small
businesses. APDF, by assisting African entrepreneurs in taking advantage of new
opportunities, contributes substantively to the creation of that nurturing business
environment and the new jobs that are an important consequence.
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Introduction

This paper presents the findings of a survey of modern African
entrepreneurs. Far from being what has been described as "the missing
middle,"I these entrepreneurs can be the true pioneers of development in Sub-
Saharan Africa. With the proper support, this productive sector can be expected to
grow, and with that expansion, help alleviate poverty and stimulate social progress.

This paper aims to contribute to a better understanding of the
characteristics, problems and needs of modern African entrepreneurs. Its findings
are based on interviews with 36 entrepreneurs in 6 Sub-Saharan African
countries. 2 It is not, however, an anthropological or management study. The
intended audience consists of policymakers, aid donors, and advisers concerned
with African economic development. The paper addresses some key issues of
strategy and policy as they are seen through the eyes of modem African
entrepreneurs, rather than through the eyes of governments or aid donors. It is
hoped that this different perspective will be helpful in designing programs to
foster African entrepreneurship.

See &ub-Saharan Afilca. From Crists to Sustainable Growth (World Bank, Washington DC, 1989)

2 Interview responses are in the Annex.





1. Promoting Rfrica's Private Sector: Key Issues

Entrepreneurship has long been recognized as a key factor in the
development process. Entrepreneurs innovate and assume risks. They hire and
manage labor forces. They open up markets. They find new combinations of
materials, processes, and products. They initiate change and facilitate adjustment
in dynamic economies.

Yet private entrepreneurship has been downplayed in many African
countries over the past 30 years. In part, that occurred because indigenous
entrepreneurs were presumed to be scarce and foreign entrepreneurs were
distrusted. But the belief was also widespread that entrepreneurial functions could
be better performed by the state than by private individuals. Most policymakers.
aid agencies, and development economists favored central planning and
government controls over the use of resources. Only in this way could ambitious
economic and social goals be attained, they believed. Control had to be exercised
through state ownership of the means of production or through licensing,
regulations, and taxation.

The arguments made for extensive government intervention in the economy
were widely embraced in Africa, although the span of government control has
varied from country to country, and over time. A few dissident economists, like
Peter Bauer, maintained that there were plenty of entrepreneurs in Africa, and
that their contributions to economic development "highlighted the generally
melancholy record of the entrepreneurial effort of government." But these views
were largely ignored or rejected.

A reappraisal of development strategies has been taking place over the past
five years, however, spurred by evidence of public sector inefficiency and of market
distortions caused by excessive government intervention. That reappraisal is
evident in a recent World Bank report that argues that "Africa needs its
entrepreneurs. Achieving sustainable growth will depend on the capacity of people
from all levels of African society to respond flexibly as new market and technical
opportunities emerge. During the next three decades, the population of Sub-
Saharan Africa is expected to grow by at least 600 millon persons--more than
doubling the size of the labor force. Africa's entrepreneurs must create these jobs.
Only their initiative can ensure that the long-term demand for low-cost products
and services will be met." 3

The report goes on to suggest that "entrepreneurs will play a central role in
transforming African economies. A consensus, increasingly reflected in policy
reforms and other initiatives, is forming around this vision of Africa's future."

3 See Sub-Saharan Afilca From Crisis to Sustainable Growth op.cit.
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1. A Conflict over Development Strategy

While more and more policymakers and aid donors are coming to believe
that future development in Africa rests with entrepreneurs and markets, there are
different views on which entrepreneurs can most effectively lead this
development--modem entrepreneurs that hire labor and are part of the formal
economy or the so-called informal sector--the self-employed and micro-
enterprises staffed by unpaid family members that usually operate outside official
regulations.

Those who favor a development strategy based on the informal sector argue
that this sector is dynamic and responsive to market forces and shifts in demand.
It has close links with grass roots organizations, offers low start-up costs and easy
exit, and uses domestic labor and raw materials intensively and efficiently. It
provides opportunities for such disadvantaged groups as women and the poor, and
low-cost, on-the-job training for apprentices in skills and occupations that are in
demand.

Many of those who believe that development efforts should rely on the
informal sector see the modem sector as composed almost exclusively of
inefficient and overprotected large firms under state or foreign ownership. The
World Bank report asserts that "outside the informal sector, modem small- and
medium-scale enterprises are few and far between," what the report called "the
missing middle." In this modem sector, wage costs are said to be high, and
political, rather than economic, criteria to guide investment, location, and
management choices. Imports are said to be "reproduced" using "transplanted"
techniques and equipment without sufficiently adapting the technology and
product designs to local conditions.

The World Bank report projects growth rates for employment, gross
domestic product (GDP), and value added per worker over the period 1990-2020.
Instead of the usual breakdown into sectors of economic activity, its model draws a
distinction between the informal and modem sectors. The informal sector is
defined to cover the self-employed and micro-enterprises with unpaid family
workers. The modem sector covers enterprises of all sizes that employ wage
labor. All nonagricultural activities--manufacturing, mining, utilities, construction,
transport, commerce, and other services--are encompassed within this dualistic
structure. In principle, a similar distinction could be made between informal and
modem enterprises in agriculture, but this distinction is not made in the report.

Based on these definitions, the model projects that employment in the
informal sector will rise by 6 percent annually from 1990 to 2020. The informal
sector's contribution to GDP is expected to rise by 7.5 percent annually and its
labor productivity to go up by 1.5 percent annually. In contrast, employment
growth in the modern sector is projected to just keep pace with the increase in
employment in the economy as a whole. Labor productivity in the modem sector
is expected to remain virtually stagnant, with a projected annual increase of
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0.2 percent. That means that by the year 2020, only one out of every twenty
workers would be wage or salary earners, and that the modern sector's
contribution to total GDP would decline from 47 percent to 32 percent.

2. The Catalytic Roles of Modem African Entrepreneurs

Some close observers of African economic development doubt that an
informal sector-led strategy will work. They contend that there are many African
entrepreneurs running modem businesses of all sizes and that many more Africans
would join this modem entrepreneurial sector if appropriate opportunities were
available. They also believe that the growth of the informal sector does not
necessarily signify dynamism and efficiency. In fact, it is the entrepreneurial
segment that uses appropriately scaled resources, provides meaningful on-the-job
training and, by offering improved products and techniques to those engaged in
traditional agriculture and the informal sector, helps to alleviate poverty generally.

3. Action Program Issues

These differences of opinion over the most effective development strategy
are not merely a disagreement over semantics or an abstract model. The right--or
wrong--decision can have significant consequences. To ensure concerted action
among all partners in development, an action program needs to be designed
around the specific elements of the development strategy adopted. But an action
program may be ineffective or even counterproductive if the broad strategic goals
are ill-advised.

The actions recommended by the advocates of an informal sector-led
strategy emphasize social targeting and a combination of government paternalism,
private philanthropy, and voluntary cooperation for the delivery of inputs. Specific
steps include targeting assistance to economically and socially deprived groups
such as redeployed workers, school dropouts, women, and the poor; developing
extension and information services based upon voluntary efforts of cooperatives,
nongovemment organizations (NGOs), trade associations, and grass roots
organizations; initiating government- and donor-funded programs for basic
research and dissemination of technology: launching public sector programs to
identify and develop prospective entrepreneurs; and channeling financial
resources through micro-enterprise associations, using indigenous NGOs to define
the needs of target groups, and pooling members' collateral to provide mutual
guarantees for on-lent funds.

Those who want to promote entrepreneurship contend that whatever
outside assistance entrepreneurs may need to run their businesses and overcome
problems--information, advice, technology, services, or finance as well as physical
inputs--can be obtained from other entrepreneurs through market networks.
These networks exist and are more effective than the technical assistance
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networks operated by government institutions and NGOs. But, these advocates say,
these market networks could be strengthened and African entrepreneurship more
effectively fostered, if tax and regulatory policies were more supportive of
entrepreneurs, if foreign private investment and foreign-African partnerships were
promoted, and if a higher proportion of foreign aid funding were channeled to the
modem private sector.

This paper sets out to throw some light on the strategic issues and action
programs outlined above and on the validity of the assumptions and arguments
underpinning them. In particular, it explores whether modem African
entrepreneurs exist and what their prospects are for growth and expansion. The
paper examines the issue of efficiency in both the informal sector and among
modem entrepreneurs. On the action issues, the paper asks if market networks
do exist. It seeks to find out what kinds of assistance African entrepreneurs
receive through these networks and how useful they flnd this assistance. The
paper also asks if tax reductions and deregulation have been effective, if foreign
enterprises have really helped to strengthen African enterprises, what constraints
the scarcity of available financing has placed on entrepreneurs, and whether
foreign aid donors are able to play a positive role in strengthening market
networks.

4



I 1. Findings

Thirty-six entrepreneurs in six countries were interviewed. Three-quarters
of them were selected from a list of people who have received assistance from the
Africa Project Development Facility (APDF). The remainder were suggested by
financial institutions and other contacts in the fleld. The criteria for selection of
the entrepreneurs were African nationality, a track record of performance, and
coverage of a representative range of activities in which African entrepreneurs are
engaged. The countries selected by the International Finance Corporation (IFC)
and APDF--Botswana, Cote d'Ivoire, Ghana, Kenya, Malawi, and Tanzania--cover
almost the full spectrum of development strategies and philosophies applied in
Sub-Saharan Africa. Nevertheless, because the sample is small, the survey also
examined evidence for a wider range of firms and countries to test the general
validity of the findings. The major findings are presented below.

1. Ihe Middle Is Not Missing

Thirty-six African entrepreneurs were interviewed and all are running
modern enterprises with hired labor. A quarter of their enterprises are small (5-
49 workers); half are medium-scale (50-299 workers), of which more than half
employ over 100 workers; and a quarter are large enterprises with more than 300
employees each. Their relative importance is greater in countries that have
fostered private enterprise consistently since independence. But entrepreneurs
are significant actors even in socialist countries where government ownership and
intervention have been massive.

These entrepreneurs are not alone. Most said that they had numerous
domestic competitors in the same fleld. In Botswana (1.1 million population), for
example, there are thirteen manufacturers of metal furniture and seven printing
companies. In Tanzania, 5,000 road transport companies are registered with the
Central Transport Licensing Authority.

Commercial bank managers interviewed in the six countries reported that
they had many entrepreneurs among their clients. A recent survey of a sample of
82 small manufacturing enterprises in Ghana found that 80 percent had bank
accounts. The Ghana National Investment Bank, which provides long-term
flnancing for larger projects, had 52 project proposals under review in February
1990, with a total investment cost of nearly US$10 million. All but four of these
loan requests came from Ghanaian entrepreneurs.

APDF, which has been operating for only three years, has received over
2,000 requests for assistance in preparing feasibility/market studies and project
proposals to submit to financial institutions for funding. Its resources are limited
(it has only fourteen project officers), but some 65 APDF-assisted projects in 18
African countries, and around 300 more are in the pipelines. The average
investment cost of the funded projects is US$1.5 million: most entrepreneurs have
substantial personal equity in their projects. APDF is, thus, covering the medium-
to large-end of the spectrum of modern African enterprises. Many more
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entrepreneurs with smaller investment outlays expand their enterprises
progressively, by adding or replacing a machine from time to time and by
recruiting more labor. They do not need to carry out sophisticated studies. There
are others with strong links to foreign partners, financial institutions, and other
sources of expertise, who do not require APDF assistance.

Chambers of Commerce and Industry visited during this survey reported
growing memberships. A significant number of these members compete in world
markets. In Malawi, for example, the Export Promotion Council has registered
108 private firms engaged in direct exporting in 32 product groups. More than
half of these exporting enterprises are owned and managed by Malawians.

The statistical authorities of most African countries have lacked the financial
resources to carry out comprehensive establishment-level surveys. Collection of
micro-economic data has been given low priority by governments and aid donors.
The Kenyan Central Bureau of Statistics, however, does undertake an annual survey
of employment and earnings in the modern sector, which is defined as
establishments employing wage labor. The latest published data shows that,
excluding government and social services, there were 13,237 establishments in all
sectors in Kenya in 1987. Some entrepreneurs may own more than one
establishment. Some enterprises are partnerships with two or more proprietors.
Some establishments are owned by foreigners, but other data indicate that foreign
owned enterprises accounted for only 15.3 percent of total employment in the
private sector in Kenya in 1987. So the number of modern Kenyan entrepreneurs
probably reaches several thousands.

This Kenyan survey indicates that 51 percent of the establishments had one
to 9 paid employees: 31 percent had 10 to 49 employees, and 18 percent had
more than 50 employees (no further breakdown of this medium/large-scale
category is available). Modern sector employment in Kenya is higher than informal
sector employment (excluding agriculture). A 1983 survey found 246,091 self-
employed and unpaid family workers, compared with 1,093,278 wage and salary
employees.

In Ghana, the development of the modem private sector was held back by
expropriations, heavy investment in parastatal enterprises, scarcity of foreign
exchange, and declining per-capita incomes from 1965-84. Nevertheless, an
official survey of larger manufacturing establishments (those with thirty or more
employees) in 1984 recorded 206 wholly Ghanaian-owned private enterprises
employing a total of 29,036 workers. With an average labor force of 140, these 206
enterprises constitute the tip of a substantial entrepreneurial iceberg in Ghana.

In sum, although the statistical coverage is far from complete. sufficient
evidence is available to demonstrate a layer of modern African entrepreneurs lying
between the informal sector on the one hand and large foreign-owned or state-
owned enterprises on the other. But it would certainly be easier to formulate
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development strategies, and to chart the progress of African entrepreneurs, if the
central statistical authorities of each country collected data on the structure of
output, employment, and ownership on a regular basis.

2. Prospective Modem Entrepreneurs Are Waiting in the Wings

Not only do modem entrepreneurs exist, but many more Africans would like
to join their ranks. APDF has assisted numerous individuals to realize their
entrepreneurial dreams. For example, the general manager of a building society
has become the joint-owner of a tobacco and dairy estate in Malawi. A government
privatization program created the opportunity. APDF helped to secure financing.
In C6te d'Ivoire, a professor of pharmacology has been able to establish a factory to
produce intravenous solutions. In Kenya, the general manager of an investment
company is now the managing director and shareholder of a former European-
owned tannery that was in the hands of receivers. APDF assisted in the financial
restructuring. A Ghanaian lawyer who had practiced in the United States for
twenty years has returned home to set up a frozen fish and shrimp processing
plant with APDF support.

Many African entrepreneurs are setting up new modern enterprises from
scratch without APDF's help. In Kenya, for example, the number of new locally-
owned private (limited liability) companies registered with the Registrar-General
ranged from 880 to 1,695 annually during the 1980s. The number of new foreign-
owned companies registered varied from 10 to 58 annually. In addition, from
4,088 to 5,240 new business names were registered annually. These are new
businesses without limited liability status, but they are still formal enough to
require a registered name and office, both for regulatory purposes and to facilitate
business operations. These newly registered companies and businesses are added
to the list of modern sector establishments covered in official surveys by the
Kenyan Central Bureau of Statistics.

3. Informal Enterprises Can Be 7ransforTned into Modem Enterprises

Several APDF-assisted entrepreneurs began their businesses on an informal
basis. An egg producer in Ghana, for example, started with less than US$200,
three chicken pens, and 900 day-old chicks. He now employs 310 workers and
has an annual turnover of US$ 1.5 million.

A garment maker in Botswana began with US$100 in personal savings, a
rented shed and sewing machines, and two apprentices. She now employs 65
workers and her annual sales top US$300,000.

A Malawian left school at age 18 to work as a self-employed tobacco grader. He
is now the owner and managing director of four companies engaged in tobacco
growing and curing, commodity processing and exporting, property investment,
and importation of machinery. Annual turnover exceeds US$1 million.
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A family-owned conglomerate in Ghana, which manufactures clothing,
spirits, furniture, text books, and other educational materials and imports vehicles
and equipment, grew out of a small dry-cleaning shop.

Broader statistical evidence is generally lacking. A major review of small-
scale industry development funded by the U.S. Agency for International
Development (USAID) found that systematic and consistent time series data on the
number of small-scale establishments and employment in them were scarce and
that any conclusions derived must be treated with great caution. 4 Very few
studies have attempted to trace changes in the size of individual firms over a
period of years.

However, a recent World Bank study in Ghana reports that among a sample
of very small firms established before 1975, average employment levels per
enterprise declined from 4.3 workers at the start of operations to 3.4 workers in
1983. That was a period of increasing economic problems and income decline in
Ghana. But from 1983 onwards, when policy reforms stimulated an economic
recovery, the average employment level in these same firms almost doubled to 6.6
workers. The average micro-enterprise operating before 1975 thus was able to
grow into a modem enterprise (as defined in the World Bank report) in the more
favorable environment prevailing in Ghana during the second half of the 1980s.

This same study shows that a sample of somewhat larger flrms established
before 1975 grew even faster than did micro-enterprises. The average
employment level among these larger flrms moved from 20.5 workers in 1975 to
67.0 workers in 1989.

4 See Carl Liedholm and Donald Mead, Small Scale industries in Developing Countries: Empirical
Evidence and Policy Conclusions (MSU International Development Paper, Michigan State University,
161987).
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4. mere Is a Correlation Between the Rates of Growth of Wage Employment
and of GDP

This correlation is borne out in the six African countries shown in Table 1
below:

Table 1

Avg annual Avg annual Share of wage

growth of growth of employees in

GNP labor wage total Avg annual

per cap. force employment labor force growth of GDP

Countnr US$ 1988 1965-80 1965-80 1965 1980 1965-80

(percent) (percent) (percent) (percent)

Botswana 1010 2.4 8.8 8 29 14.2

Cote d'lvoire 770 2.7 5.7 * 11 15 6.8

Ghana 400 1.9 2.0* 11 11 1A

Kenya 370 3.6 4.5 17 18 6.4

Malawi 170 2.2 8.8 '* 9 16 5.6

Tanzania 160 2.8 1.4 ' 8 7 3.7

1972-80

* 1960-84

** 1970-80

1967-80

Sources: ILO, World Bank, and national statistics.

GDP grew fastest in countries with rapid increases in wage employment. In
Botswana the number of wage employees rose by 8.8 percent annually from 1965 to
1980, their share of the total labor force increased from 8 to 29 percent, and GDP
soared by 14.2 percent annually. Increases in the share of wage employment were
also associated with brisk GDP growth in Cote d'Ivoire, Kenya, and Malawi. The
private sector accounted for the bulk of the increase in wage employment in these
countries. In Ghana and Tanzania, however, low rates of growth of modem sector
employment coincided with slow GDP growth and a predominance of government
in the economy.

The boom in wage employment and GDP has continued in Botswana since
1980. 43 percent of its labor force was in wage employment in 1988 and its per
capita GNP has overtaken the other flve countries. Most of the increase in
employment was provided by the private sector. In Cote d'lvoire, Kenya, and
Malawi, however, a sharp slackening of wage employment and GDP growth
coincided with tighter controls over the private sector and an increasing share of
the public sector in investment and employment during the flrst half of the 1980s.
Overall growth rates remained stagnant in Tanzania during most of the decade, but
accelerated in Ghana during the second half in response to an opening-up of the
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economy. Cross-sectional data also indicate a positive correlation between the
share of wage employees in the total labor force and per capita GNP in countries
around the world, as shown below.

Table 2

GNP Wage

per capita employees

Countrv US$ 1988 fpercent)

Burundi 240 6

India 340 17

Indonesia 440 27

Philippines 630 40

Peru 1,300 42

Mexico 1,760 44

Korea 3,600 55

Portugal 3,850 64

Ireland 7,750 72

Netherlands 14,520 86

&3em 19,300 89

U.S. 19,840 91

Sources: ILO Yearbook of Labour Statistics 1989,World Development Report 1990

These flgures reflect a well-documented tendency for incomes to rise as
labor moves out of agriculture (where the proportion of self-employment and family
labor is highest) into industry and services and as the average size of enterprise
increases to take advantage of economies of scale. Dennis Anderson examined this
historical evidence and concluded that "employment in household manufacturing
was seen to decline first in relative and then in absolute terms as industrialization
proceeds." 5 A long-term strategy for Africa based upon entrepreneurial growth
would reinforce these historical trends.

5. The Informal Sector Is Not a Source of Economic Dynamism

A cotton ginner in Malawi drew attention to the moribund state of village
markets in a region that still depended on traditional subsistence crops. A charcoal
manufacturer in Cote d'Ivoire pointed out the low efficiency of prevailing artisanal
production methods. The owner of a tobacco estate in Malawi suffers from the low
level of commitment of small-scale tenant farmers. A food manufacturer in
Tanzania regretted the low level of skills in workshops that repair transport
vehicles. Modem entrepreneurs in Cote d'Ivoire complained of unfair competition

5 See Dennis Anderson, "Small Industry in Developing countries: A Discussion of Issues," World

Development, Vol. 10, No. 11, 1982.
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from informal sector enterprises who were less efficient but escaped the heavy
burden of taxes and regulations imposed on the modem sector.

This anecdotal evidence is supported by an International Labor Organization
aLO) review of studies of the informal sector in Africa carried out by the ILO's Jobs
and Skills Program for Africa (JASPA) team in many countries over several years.
The ILO found that "working conditions in the sector are extremely poor." The
traditional apprenticeship system used in the informal sector" does not facilitate
the evolution towards more efficient organization of the enterprises." Training, the
report said, "is imparted on the job through repetitive practices by the apprentices
of activities carried out by masters. Due to the heavy involvement of masters in
production, time spent in specifically training apprentices is extremely low and
whatever training that is provided does not involve any theoretical backup on the
technologies of the machines in use and repair. The training provided does not
take into account the issue of obsolescence and the increasing sophistication of
machines."

The ILO review goes on to report that the typical manager in the informal
sector cannot perform "a correct cost pricing exercise" and that only a third of
informal enterprises keep records of any kind. One result of such weak
management, the review found "is the extremely low life expectancy of the
informal enterprises which has remained as low as five years on the average during
the past decade." Furthermore, "the lack of accumulation of experience in specific
activity has kept the quality of the products at relatively low levels."

The ILO says that "All these factors help to explain the declining share of
the informal sector in the total urban labor force in African countries. This share
has declined from 60 percent in the 1970s to 58 percent in 1988. Projections for
the next decade show a further decline to 56 percent of the total urban labor force
in 1990 and 51 percent in 2,000." The ILO concludes that "self-employment in
the informal sector can only be a partial solution if not marginal to the current
unemployment problem in African countries. 6

6. Modem African Entrepreneurs Appear To Be Eficient

Insufflcient information was collected during the fleld interviews to make
meaningful estimates of economic rates of return. However, the impressive growth
records of the entrepreneurs interviewed in this survey do indicate an ability to
meet local and foreign competition and satisfy market demand effectively. In most
cases their market shares have risen significantly.

Broader APDF data indicate that modem African entrepreneurs generally
exhibit good judgment and sound business sense when making investments for
expansion, modernization, or diversification projects. APDF staff and consultants
made independent assessments of 83 projects approved in 22 African countries,

6 See ILO African Ermploymnent Report 1988, (JASPA, Addis Ababa, 1989).
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which showed an average projected internal rate of return of 29.5 percent.
Variation in profltability among different sectors, countries, and sizes of project
was relatively small. These entrepreneurs were also prudent in taking on long-
term debt obligations. The long-term debt/equity ratios of these projects averaged
62 percent.

Further evidence of efficiency comes from a study of a sample of 106
modern manufacturing enterprises in Kenya conducted by the World Bank in 1986.
The sample was classified into three groups: public enterprises, foreign private
enterprises, and local private enterprises. The study found that locally owned
private firms were the most efficient and profltable and the least protected (in
terms of the effective rates of protection--ERP coefficients) of the three categories.
The local private sector firms were efficient earners/savers of foreign exchange
with low longrun domestic resource costs. Their financial rates of proflt averaged
20 percent, compared with 18 percent for the foreign private firms and 15
percent for the public enterprises. 7

The relative efficiency of modern African entrepreneurs can be influenced by
many factors, including their personal characteristics. The profiles reveal a wide
range of social and educational backgrounds and age groups. However, some
generalizations can be made about their personal traits and attitudes that are
relevant to their performance as entrepreneurs.

First, modern African entrepreneurs tend to set up business in flelds with
which they are familiar, either through family upbringing or work experience.
They avoid great leaps in the dark.

Second, they accept risks. But the risks are usually calculated risks rather
than gambling risks. Entrepreneurs want to be able to influence the course of
events by their own efforts.

Third, they are motivated by personal gain and the need for personal
achievement and self-expression. But they also seek to earn the respect of their
community and peer groups and to contribute to the broader goals of development
in speciflc ways.

Fourth, they are individualists. Yet they recognize the importance of
collective endeavor. They have a high regard for, and take care of, their workers.
They devote considerable time and effort to training and personnel relations. They
develop good management teams when expansion of their enterprise leads to a
span of control that is too wide or too complex to handle personally.

Fifth, they are open to new ideas and are continually searching for self-
improvement through contacts with suppliers, customers, and other
entrepreneurs in the same fleld. They also keep up to date by reading trade
journals and attending trade fairs.

7 See Kenya: Industrial Sector Policiesfor Investment and Export Growth, World Bank, 1987. restricted
distribution).
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Sixth, they live and breathe their businesses, day and night. Theirs is not a
nine to filve job.

Seventh, they build upon success. They are cautious in their expansion
plans and try to avoid overstretching themselves.

Eighth, they diversify into areas that make sense in terms of their
experience, resources, and comparative advantages. They thoroughly scrutinize
project proposals coming from government planning agencies or foreign aid
donors before committing themselves.

Ninth, they are wary of bureaucratic approaches to project selection. They
feel that these "picking the winners" approaches are usually advocated by people
with little or no experience of business.

Tenth, they build up confidence in the integrity and competence of
equipment suppliers through close working relationships and active cooperation in
running their businesses.

Finally, entrepreneurs appreciate a supportive government, particularly one
that strengthens law and order and protects private property. But they want
freedom to make their own decisions. They are suspicious of a paternalistic "big
brother" looking over their shoulders.

7. Modem African Entrepreneurs Help Alleviate Poverty and Advance
Social Progress

Illustrations Include a Kenyan exporter of horticultural products who obtains
93 percent of his supplies from smallholders. The exporter provides seeds and
planting schedules and advises farmers on cultivation techniques. He is
instrumental in broadening access to markets, creating more regular employment,
and diversifying rural incomes.

In CMte d'Ivoire, a processor of frozen flsh and crustaceans ensures a regular
market outlet and income for 2,000 artisan flshermen and their families. He
provides them with flshing nets and iceblocks to increase their productivity and
reduce spoilage.

A Ghanaian producer of poultry and eggs helped to raise the protein intake
of the urban poor during periods of severe import restrictions. His day-old chicks
replenish the small flocks of rural households, thus maintaining consumption
levels and a source of cash income for smaller farmers.

A Malawian cotton ginner made cotton growing a viable proposition in an
underdeveloped region. He thus raised the incomes of poor farmers, who in turn
generated new opportunities for rural craftsmen and traders. The beneficial
multiplier effects are clearly visible in village markets.
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Two female entrepreneurs in Botswana have recruited illiterate women
(many single mothers) for their garment and knitwear factories. These women
have acquired skills and stable employment that would have been otherwise
difficult to find. They can now support their families and ensure that their
children get a better education.

In fact, all the entrepreneurs interviewed have created productive jobs for
initially unskilled workers and devoted considerable time and resources to the
development and upgrading of skills. These opportunities are often lacking within
the informal sector, as noted above. The wages paid are usually higher than the
statutory minimum wage or the prevailing agricultural wage rate, and the skills
acquired more marketable. Thus, social and labor market mobility is raised and
other family members beneflt in a variety of ways.

8. Market Networks Already Exist

Most of the entrepreneurs interviewed spoke about helpful relationships
with other enterprises, in their capacities as suppliers of inputs, direct customers,
or distribution links with final consumers. For example, the owner of a tobacco
estate in Malawi values the technical information supplied by manufacturers of
pesticides and insecticides. They demonstrate new techniques on his estate. In
his property investment and trading activities, he appreciates the high quality of
work performed by companies that serve private business, such as accountants,
auditors, architects, and engineering services. In Cote d'Ivoire, a frozen flsh
exporter received excellent cooperation from a local manufacturer of refrigeration
equipment, who helped in the design and installation of his new factory. In Ghana,
the owner of an advertising agency and a printing company gets a lot of new ideas
from his major clients. His banker helped him to introduce a new accounting
system. A Tanzanian food manufacturer and sisal estate owner said that his
wholesalers and retailers provide invaluable feedback on consumer reactions and
preferences. A sisal broker had suggested a new packaging technique that had
proved to be effective, and an auditing company had offered excellent accounting
advice. The owner of cotton estates and a cotton ginnery in Malawi developed his
investment and production plans in close collaboration with a large textile factory.

A garment maker in Botswana has received help in the training of operatives
from the agents for leading U.S., Japanese, and German manufacturers of sewing
and cutting machines. They respond quickly to machinery breakdowns and spare-
part requirements. A manufacturer of knitwear in Botswana obtained a large order
from a chain of supermarkets through contacts established by her main raw
material supplier.

In all the projects assisted by APDF, private (for profit) consultancy
companies are being hired to carry out feasibility and market studies because
experience has shown that they do a better job than public planning institutions or
voluntary organizations. APDF is subsidizing the costs of these studies for
demonstration purposes, in fact paying the full market price to the consultants
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providing these services. So it is strengthening market networks, not
undercutting or preempting them.

In many cases, however, modem African entrepreneurs are able to obtain
information and advice through market networks for no additional charge.
Transfer of know-how is a normal feature of commercial relationships, included in
the price of the physical products or services being exchanged in commercial
transactions. Dissemination of information is seen as a means of reinforcing
commercial linkages and is motivated by mutual self-interest. Information flowing
through market networks is usually relevant and useful because market
participants have specialized experience acquired in competitive markets. They
don't survive in business if their products, information, or advisory services are
unreliable. 8

On the other hand, the survey of micro-enterprises in Ghana cited above
found that the institutions that had been created to serve micro-enterprises know
little about them and do not offer useful services.

9. Tax Reductions and Deregulation Are Effective

Botswana's Financial Assistance Policy (FAP) contributed substantially to the
development of the Botswana enterprises covered in this survey and to the rapid
expansion of private sector employment more generally in Botswana during the
1980s. Under the FAP, which was introduced in 1982, all agricultural and
industrial enterprises, except the traditional activities of cattle ranching and large-
scale mining, are eligible for assistance. "Linking industries," defined as industries
that provide a marketing or collecting function in support of a large number of
small-scale informal or formal sector producers, are also eligible, as are repair and
maintenance facilities.

Three types of assistance are provided for new investment projects under
the Automatic Financial Assistance (AFA) of the FAP. The first is reimbursement of
business (corporate) taxes on company income. For enterprises operating in rural
areas, 100 percent business tax reimbursement Is provided during the first three
years, 75 percent in the fourth year and 50 percent in the fifth year.
Reimbursement to urban enterprises is 100 percent for two years, declining to 25
percent in the fifth year.

Second, grants are paid to cover part of the cost of unskilled labor. Eighty
percent of the unskilled labor wage bill is reimbursed in the first two years, 60
percent in the third year, 40 percent in the fourth, and 20 percent in the fifth.
These grants have encouraged employers to take on unqualified labor.

8 For a study of the operations of market networks in an Asian country, see Keith Marsden, 'Services for
Small Firms: The Roles of Government Programmes and Market Networks in Thailand." International
LabourReview, vol. 123, No. 2, March-April 1984 (also World Bank Reprint Series: Number 313).
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Third, training of unskilled (and skilled) workers is fostered by training
grants. Fifty percent of the cost of off-the-job training is reimbursed during the
first two years of a project.

These incentives are given automatically to eligible new investment
projects. Expansion of existing enterprises qualifies for Case-by-case Financial
Assistance (CFA) packages. These packages may include grants of up to 1,000 pula
(US$600) per job created; capital grants for up to 85 percent of the investment
cost, depending on location; sales augmentation grants ranging from 2 to 8
percent of sales revenue; and unskilled labor and training grants similar to those
provided under AFA.

On the other hand, there is evidence that an increase in the tax burden of
the modem sector in Cote d'lvoire has had negative effects. A recent study
estimated that all form of taxes on Ivorian manufacturing enterprises (including
taxes on their inputs) raised their prices from 41 percent to 74 percent,
according to the sector. The growing tax burden was a major factor in the decline
in competitiveness of Ivorlan industry and has encouraged tax evasion, smuggling,
and corruption. 9

A delay in granting a "convention" to the charcoal manufacturing project in
Cote d'Ivoire reviewed in this study was a major reason why it had not gotten off
the ground. A "convention" would provide a corporate tax holiday and other fiscal
incentives that the promoters of the project consider vital to its flnancial viability.
In Kenya, high taxes on packaging materials are retarding the growth of packaged
horticultural exports.

Punitive income taxes have restricted capital accumulation and discouraged
entrepreneurs from entering the formal sector (where they would have to submit
tax returns). Marginal income tax rates were as high as 85 percent in Tanzania
and 60 percent in Ghana. These rates were applied at income levels equivalent to
the poverty line in the United States in the mid-1980s. An analysis of the links
between taxes and economic growth in twenty countries found a negative
relationship over a ten-year period. 10

Several cases illustrating the beneflts of economic deregulation were
revealed by the survey. For example, the liberalization of foreign exchange markets
in Ghana has allowed a flshing company to maintain an overseas bank account, thus
facilitating payment of foreign suppliers and encouraging commercial banks to
extend credit to the company. In Tanzania, introduction of foreign exchange
retention accounts has made it easier for a transport business to acquire spare
parts and has allowed the business to expand without having to endure time-
consuming approval procedures. But a cumbersome bureaucracy and high personal

9 See Keith Marsden, Impact of Goverrnent Interxentions on Industrial Competitiveness in the C6te
d7voire, December 1989 (avaIlable from the author) .

10 See Keith Marsden. Taxes and Growth." Finarce and Developrment September 1983.
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and corporate taxes remained major constraints for a Tanzanian food manufacturer.
And the expansion of furniture exports from Ghana is being held back by the
difficulty In obtaining a forestry concession.

In sum, although some progress in the tax and regulatory areas has
occurred, there is still a long way to go before African enterprises can compete on
an equal footing with countries in Asia and the Caribbean, which have provided
low-tax, regulation-free regimes for their exporters (particularly those operating In
export processing zones).

10. Foreign Enterprises Help to Strengthen African Enterprises

Promotion of African entrepreneurship is sometimes seen as a desirable
alternative to foreign investment and as a means of increasing African self-reliance.
The findings of this survey suggest that African entrepreneurs have much to gain
from collaboration with foreign-owned enterprises, at home and abroad, and that
African economies are also strengthened by this cooperation.

Many APDF-assisted promoters have been keen to forge partnerships with
foreign companies. These partnerships take various forms. In CMte d'lvoire, for
example, a charcoal manufacturer sought a technical agreement and equity
investment from a Dutch filrm that had developed a new process. A Kenyan
horticultural exporter has acquired technological know-how and secure market
outlets through links with a major French importer of horticultural products. An
Ivorian pineapple producer has entered into technical and financial partnerships
with an Italian entrepreneur (based in C6te d'Ivoire) with expertise in irrigation
systems, and with a French company that has well-established distribution
networks in Europe. A manufacturer of hair care products in Botswana has
obtained formulations and packaging know-how from a leading U.S. producer of
such products. An Ivorian manufacturer of intravenous solutions has welcomed an
equity injection and help in equipment selection and training from.a French-Swiss
company specializing in this field. A Ghanaian manufacturer of hard-wood doors
and tables Is looking for a link-up with a German firm. A Kenyan hotel promoter
has entered into a management contract with a leading U.S. tourism company
specializing in safari and golf holidays.

In all these cases, African entrepreneurs came to the conclusion that they
could introduce new technologies or break into new markets more efficiently by
securing the long-term commitment of foreign partners with experience.
expertise, and established distribution channels in the fields selected.

In addition, foreign direct investment supplements domestic savings. The
inflow of foreign private capital into Botswana's mining sector, in particular, has
given a tremendous boost to the country's whole economy.

As well as the major investment projects cited above, all the entrepreneurs
interviewed spoke warmly about their active collaboration with foreign-owned
companies as suppliers and customers. They do not always welcome foreign
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investors as competitors in their own fields, but they appreciate the help received
from those with whom complementary relationships have been established. When
the point was put to them, they recognized that competition and complementarity
are two facets of a market economy, and they are usually indivisible.

11. Insufficient Financing Is a Major Constraint

The scarcity of financing has been a significant impediment for most of the
entrepreneurs interviewed. With APDF assistance, the preparation of well-
conceived, fully documented project proposals has meant that financing has been
secured more readily than would otherwise have been the case. But the whole
process has often been drawn out. Some apparently viable projects are still waiting
for the approval of commercial banks and other financial institutions. The delays
are more acute in countries where financial markets are short of funds and where
government/public sector borrowing is given priority. But entrepreneurs
complained generally, even in Botswana, of the insufficiency of short-term credit to
meet their working capital requirements. They feel that bankers do not
understand their needs, that bankers apply conventional criteria concerning
collateral, rather than assessing the entrepreneur's capacity to use funds
productively.

African entrepreneurs also face shortages of longer-term forms of financing.
In part, the problem is the internal one of start-up businesses finding it difficult to
accumiilate funds from their own operations. Even more important, however, is
the fact that most African countries simply lack the capital markets where funds
might be raised. The type of venture resources familiar in other parts of the world
do not exist in these countries. This inadequacy, in fact, has motivated IFC to
make capital market development a central part of its future emphasis for the
region.

The overall financial constraint on private enterprise is illustrated by IMF
data on the level and distribution of domestic credit, shown inTable 3 below. The
data are for 1988 or the latest year available.
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Table 3

Credit Outstanding to Private Sector Foreign Aid-
as%of as,%cf as % of

Chmhv total domnstic aciit GDP GDP

Bctswna 1C0.0 9.8 7.8
0bte drvK*e 7&84M 40.6" 4.5
Kenya 53A 18.4 9.4
Ghamr 11.5 3.1 9.1
Maiwi 36.8 7.4 30.6

Tarlarnia 6.6 26 31.2

* Goverrnment is a net lender in Botswana.
Includes public enterprises; separate data are not available.

'*' Net disbursements of Official Development Assistance from all

sources.
Sources: IMF International Financial Statistics, 1989 and the World Development Report, 1990,

Washigt D.C.

With the exception of Kenya and possibly Cote d'Ivoire, the level of
outstanding credit to the private sector is generally low in relation to GDP. That is
particularly true for Ghana and Tanzania. Domestic savings have been depressed in
these two countries, and the private sector has been crowded out of financial
markets by government and public sector borrowing.

Private sector credit levels are especially low when compared with the
latest (1988) figures for the annual flow of foreign aid. No recent official estimates
on the distribution of foreign aid between the public and private sectors are
available. However, a World Bank analysis of outstanding medium- and long-term
foreign debt to Sub-Saharan Africa at the end of 1984 found that direct loans to
private enterprises accounted for only 0.6 percent. Foreign loans to development
flnance institutions, which finance private and public investment projects.
represented just 0.8 percent. 11 Foreign loans went mostly to government
expenditures.

Aid flows that reach the private sector via domestic financial institutions
would be included in the domestic credit data. The figures indicate that, at best,
only a small proportion of foreign aid is being allocated to the private sector in this
way in Ghana, Malawi, and Tanzania. Yet evidence exists of a strong correlation
between the growth of credit to the private sector and overall GNP growth. A
study of seventeen African and East Asian countries found that a 1 percent increase
in real credit to the private sector was associated with a 0.34 percent rise in GNP

See Keith Marsden and Therese Belot, Private EnterprLse in Africa Creatirg a Better

Envlrorunent World Bank Discussion Paper No. 17, July 1987.
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per capita over the period 1962-82. There was a negative relationship between
the share of domestic credit going to the public sector and GNP growth.12

12. Foreign Aid Donors Play a Positive Role in Fostering African
Entrepreneurship

APDF is helping many modern African entrepreneurs get medium- and
large-scale investment projects off the ground. It sponsors thorough feasibility and
market studies, introduces African entrepreneurs to prospective foreign partners,
and assists in the negotiations with governments to obtain licenses and fiscal
incentives under the national Investment Codes. It contributes to the preparation
of project documents for submission to domestic and foreign financial Institutions.
And it draws the attention of bilateral aid/investment authorities, i.e.. PROPARCO
(France), SWEDFUND (Sweden), the Commonwealth Development Corporation
(U.K.). FMO (Netherlands), DEG (Germany), FINNFUND (Finland), IFU (Denmark),
USAID (United States), CIDA (Canada), BITS (Sweden) and CDI (European
Community) to these projects. These bilateral aid agencies are participating in
project Implementation by providing loans, equity capital, and technical assistance.
APDF itself is funded by several multilateral and bilateral aid organizations.

A wider range of modern African entrepreneurs could be helped if more
Official Development Assistance funds were made available as lines of credit to
private financial institutions (commercial banks, development finance companies,
merchants banks, and hire-purchase machinery leasing flnance houses), for
lending to African entrepreneurs. This would ease the financial constraints on
entrepreneurs with smaller expansion or modernization projects and those who
need additional working capital. Restricted access to credit is a more severe
constraint than availability of technical assistance. Modern African entrepreneurs
can generally obtain the information and advice they need through market
networks. Expanded credit facilities to private firms in all sectors, including
professional services, would strengthen those market networks.

12 See Keith Marsden, "Private Enterprise Boosts Growth'. Journal of Economic Growth. First

Quarter, 1986; and Keith Marsden, Strengthening Africas Private Sector: 7he Potential Roles of
Foreign Aid and Foreign Direct Inuestment, paper prepared for an IFC/MIGA Conference on the
Prorotion of Foreign Private Investment in Sub-Saharan Africa, Washington. September. 1989.
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Ill. Conclusions

This paper has examined the role of modem African entrepreneurs in
African development. Some broad conclusions may be drawn from the findings.

First, entrepreneurship is alive and well in Africa. It has flourished most
where supportive policy regimes have allowed relatively free markets to operate.
But it has managed to survive even in hostile environments.

Second, there is no "missing middle" in the African enterprise structure in
these countries. Large numbers of African entrepreneurs employ wage labor and
run enterprises on modem lines.

Third, transition from informal to formal modes of organization takes place.
Growth of individual enterprises from small- to medium- and large-scale
operations, in terms of both production and employment, is quite feasible.
Successful African enterprises have often expanded in this way, as their owners
have acquired experience, accumulated capital, and penetrated markets
progressively.

Fourth, current pessimism about the scope for increasing wage
employment in Africa is unwarranted. Many countries that have encouraged
private enterprise and competitive markets have witnessed a rapid expansion in
wage employment and rising per capita incomes. On the other hand, countries
that have emphasized central planning and state ownership often have experienced
low rates of job creation and stagnant or declining incomes.

Fifth, an alternative strategy that would rely mainly on the informal sector as
the engine for growth looks less promising. An increase in the share of this sector
in total employment has been associated in the past with poor overall performance
on both the job and income fronts. Good economic performance has been linked
with rapid expansion of the modem private sector and a decline in the
contribution of the informal sector to the economy, initially in relative terms and
eventually in absolute terms.

Sixth, foreign investment has not blocked African entrepreneurship. Many
of the African entrepreneurs interviewed acquired their basic technical or
managerial skills working for foreign-owned companies. Foreign enterprises
provide highly valued assistance to indigenous entrepreneurs, as suppliers of
machinery, materials, and professional services, as distributors of their products,
and as technical, sales, or equity partners in their businesses. The relationships
between foreign and indigenous enterprises are often complementary, not just
competitive.

Seventh, market networks, composed of firms of varying sizes and
ownership structures engaged in complementary, mutually supportive, activities,
serve as vital mechanisms for the diffusion of information and expertise among the
members of these networks. In fact the interviews suggest that market networks
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are more effective mechanisms for the transfer of know-how than technical
assistance networks composed of public institutions, NGOs. and government
departments. Public and voluntary technical assistance networks often lack the
specialized knowledge, human motivations, and competitive pressures to provide
the inputs most needed by modern African entrepreneurs.

Eighth, modern African entrepreneurs are no different from entrepreneurs
elsewhere in the world. Their roles and characteristics correspond closely to
those depicted by classical and mainstream economists. Entrepreneurs in Africa
(both indigenous and foreign) do train labor. African countries that have
encouraged private entrepreneurship have not been "trapped in a low-level
equilibrium." Entrepreneurs have had ample "effective inducements to invest"
wherever governments have allowed relatively free, competitive markets. The
present government of Ghana is recognizing that the economic principles and
entrepreneurial behavior identified by Peter Bauer, which earlier led to innovation
and successful development in the Gold Coast, are just as relevant in today's world.
Other African countries have found, to their cost, that central planning, public
ownership of the means of production, and massive government intervention and
controls are not effective substitutes.

Ninth, the development of African private enterprise is being retarded by
inadequate access to bank credit. Thoroughly prepared investment projects.
particularly those formulated with assistance from APDF and those with some form
of foreign partnership, usually secure financing. Other African entrepreneurs
experience more difficulty in obtaining long-term loans. There is also a general
shortage of working capital because of low overdraft ceilings imposed by
commercial banks. These financial constraints are caused in part by the low levels
of domestic savings. But private enterprises are also being crowded out of financial
markets in some countries by heavy borrowing by governments and public
enterprises. And a high percentage of foreign aid flows (grants and loans) is being
used to boost public expenditure rather than private investment. In some
countries the opportunity to accumulate investment funds within the flrm is
severely constrained by high rates of tax imposed on profits, dividends and
personal income. Government controls and regulations also increase costs and
squeeze profit margins.
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1. Fishing

Mrs. Irene Dufu - Ghana

Mrs. Irene Dufu, a Ghanaian in her early 50s, registered her fishing
company, Cactus Enterprise Ltd., in Tema, Ghana in 1978, having commenced
operations on an informal basis two years earlier. She began with a small wooden
vessel, a crew of 12 and 3 office workers, including the entrepreneur herself.
Today she employs 65 flshermen on three boats, including a 350 ton deep-sea
trawler and an 80 ton tuna vessel, and 12 sales and administrative staff. Turnover
in 1989 was over 400 million cedis (approximately US$1.2 million).

Mrs. Dufu took an unusual route to entrepreneurial success. She was born in
a traditional fishing village in the central region. Her father, now deceased,
became a purchasing manager for the United Africa Company (Unilever). After
graduating from Kumasi college, Mrs. Dufu decided to embark on a nursing career,
qualifying as an SRN in England with a diploma in the care of premature babies.
She practiced in the U.K for thirteen years and married a fellow Ghanaian during
this period.
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Mrs. Dufu returned to Ghana in 1973 and accepted a short-service
commission as a nursing officer at the Accra military hospital. During her mnlitary
service she was approached by a group of artisan fishermen from villages where
her father had served as regent. These fishermen were seeklng a loan to buy new
canoes. Because they were illiterate and lacked collateral, they had been turned
down by the banks. Mrs. Dufu agreed to apply for a loan on their behalf, using her
house as security. The loan was granted and repaid by the flshermen in six
months.

These fishermen's example set Mrs. Dufu thinldng about her own future.
Salaries in the army and public enterprises were not keeping pace with the rapidly
rising cost of living. She had three children to educate and put through college.
Ghanaian women have a reputation for enterprise. Many successful trading
businesses and bus transport companies are owned by women. With ancestral
roots in fishing communities, Mrs. Dufu respected their way of life and traditions.
She decided, therefore, to go into flshing and marketing on her own account. With
an end-of-service gratuity from the army, she brought a truck. She then used this
truck as collateral for a loan from the Agricultural Development Bank. A second-
hand wooden filshing boat equipped with a 350 h.p motor was acquired and she
concentrated initially on lobsters and tropical fish such as red snapper, mullet and
merou.

Business went well. Mrs. Dufu was able to recruit a captain with a "nose" for
tracking down shoal movements and a crew with the loyalty and perseverance to
spend weeks at sea, if necessary. She also profited from the inefficiency of the
state-owned flshing company. A deep sea trawler and a secondhand tuna vessel
came on to the market at relatively cheap prices. She paid 18 million cedis for the
tuna ship, which she then had repaired and refltted.

With a capacity of 80 tons, the tuna ship allowed Mrs. Dufu to break into the
market for canned tuna by supplying the U.S. Starkist company, which has
canning operations in Ghana. She also supplies the state-owned Tema Food
Complex.

Her tuna sales are paid for in dollars and export revenues of US$350,000 in
1989 amounted to 25 percent of total sales. Since the introduction of a liberal
foreign exchange market in Ghana three years ago, Mrs. Dufu has been able to keep
a foreign exchange account. This has facilitated her investment financing and has
encouraged her bank to provide successive medium-term loans of 40 million cedis
and 24 million cedis to buy and repair the two secondhand vessels. Ghanaian
banks give priority to government borrowing. The latest IMF figures show that the
private sector was allocated only 10 percent of total domestic credit in 1989.
Private sector credit amounted to just 3 percent of GDP in 1987.

Scarcity of both working capital and foreign exchange credits are holding
back further expansion of Mrs. Dufu's enterprise. One boat needs an engine
refitting. But her cash flow is insufflcient to put it into dry dock, pay for the
repairs and maintain servicing of existing loans. She would also like to buy a new
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shrimper with refrigeration on board. This would allow her to take advantage of
the growing market for shrimps and to increase the catch of herrings and
anchovies which are used as bait fish for tuna. The bait fish are caught inshore and
because her present capacity is limited, the deep-sea trawlers have to keep coming
back to replenish their supplies of bait. A larger capacity, modem shrimper would
reduce fuel and labor costs and allow the deep-sea trawler and tuna boat to stay out
at sea longer.

However, Mrs. Dufu is not complaining. She enjoys challenges and relishes
her achievements. She is pleased to be able to provide regular employment for
Ghanaian flshermen and to add to her country's foreign exchange earnings. She is
quietly proud to be contributing to Ghana's economic resurgence, which is
apparent throughout the country as government policies are allowing
entrepreneurship freer expression.

2. Tobacco and Coffee Cultivation

Mr. Mwaly Omaji Bapu - Malawi

Mr. Mwaly Omaji Bapu, aged 53, is a Malawian of mixed African/Asian origin.
He is the owner and managing director of four companies engaged in the
cultivation and grading of tobacco, commodity exporting, property investment and
importation of equipment and consumer goods. Assets include 650 acres of land,
flue-curing facilities, tractors and irrigation equipment, a warehouse leased to the
largest textile manufacturer in Malawi, offices and a dhal (bean) processing and
packaging plant. Over 1,200 workers are employed at peak harvesting periods.
Turnover exceeds US$1 million annually.

Mr. Bapu left secondary school at the age of 18 to join his elder brother in
the operation of a 150 acre tobacco farm at Nemwera, 200 kms north of Blantyre,
which had been leased by his father, a former trader. The initial years were very
difficult. His brother died suddenly with a perforated ulcer at the age of 31 and
bad weather forced Mr. Bapu to close the farm and take up a job as a self-employed
tobacco grader in Blantyre. However, this move coincided with a boom period in
tobacco exports from Malawi. Tobacco grading proved to be profitable and Mr.
Bapu was able to accumulate sufficient savings, combined with a loan of MK1,200
from the Farmers Loan and Subsidies Board, to establish his first company, W.O.
Bapu (Private) Ltd., and to reopen his farm in 1965.

Combining his skills as a tobacco grader with organizing ability, hard work,
thrift and an eye for investment opportunities, Mr. Bapu progressively built up his
core agricultural business while diversifying into real estate, construction and
trading operations. He has benefited from generally favorable government policies.
High priority has been given to agricultural development. Import licenses and
foreign exchange have been readily available for inputs of equipment, insecticides
and fertilizers. International sanctions against Rhodesia boosted demand for
Malawian tobacco, and marketing was facilitated by the establishment of
competitive tobacco auctions in Lilongwe and Blantyre.
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Financial institutions have been very supportive. The Commercial Bank of
Malawi (Conimbank) has provided overdraft facilities since 1970. Its crop
financing program has been particularly helpful. The Investment and Development
Bank of Malawi andebank) granted a MK326,000 long-term loan in 1984 for the
processing of beans for export. Conimbank has also helped to finance Mr. Bapu's
recent acquisition of the 212 hectare Chirambe estate. However, Mr. Bapu
considers that the absence of pre-export finance is holding back exports of non-
traditional crops like beans.

Mr. Bapu speaks highly of his labor force. It is plentiful, hard working,
disciplined and inexpensive. He pays the official minimum wage for unskilled labor
of MK1. 74 per day in rural areas and MK2. 17 per day in the towns. Skilled
mechanics receive MK250 per month. His Malawian managers have been trained
at the Institute of Management.

Suppliers are valuable sources of technical information as well as inputs.
They demonstrate new techniques on his farms. The government's agricultural
research service issues periodical bulletins. Mr. Bapu also appreciates the quality
of work performed by private business services companies, such as accountants,
auditors, architects and engineering services.

Mr. Bapu is an active member of the Tobacco Association, the Chamber of
Commerce and the Exporters Association. In addition to various advisory and
information services provided to their members, these associations act as a voice
for the private sector in its dialogue with Government on policies. For example,
the Exporters Association acted on behalf of bean exporters after exports were
banned by the Government some years ago. Apparently ADMARC, which had a
monopoly of purchases from smallholders, was offering unattractive prices. So
production declined drastically, resulting in a shortfall in supplies for the domestic
market. The Exporters Association negotiated a solution. The Chamber of
Commerce and Exporters Association also helped to organize and finance (through
UNDP/ITC) market studies and marketing trips to the UK and Switzerland for
commodity exporters which brought in new business for Mr. Bapu's Produce
Commodities Export and Import Co. Ltd.

Mr. Bapu is currently engaged in a major diversification project based upon
the newly-acquired Chirambe Estate. His objective is to grow 80 hectares of
arabica coffee. With the assistance of the Africa Project Development Facility
(APDF), a coffee expert was recruited from Standard Chartered Estate Management
Ltd. in Kenya. This expert, in collaboration with the Tea Research Foundation in
Malawi (also responsible for coffee research), prepared a technical report which
formed the basis of a project proposal submitted to financial institutions. Planting
of coffee bushes has already been completed on 40 hectares and a basin irrigation
system created. On the consultant's recommendations, Mr. Bapu is recruiting an
experienced Coffee Manager and will appoint a local visiting agent who will visit
the farm every three months and advise on coffee management and practices. He
is already using the coffee extension services of the Tea Research Foundation.
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The total project cost is MK1.5 million (US$586,000), including the
purchase price of the Chirambe estate, fleld and Irrigation equipment. coffee
factory machinery, chemicals and fertilizers and other working capital. Mr. Bapu
intends to sell his coffee at the local auctions in Malawi. However, through his
contacts in Germany, achieved as a result of his experience in exporting
agricultural commodities, he has received an offer to purchase whatever coffee he
produces. He will utilize this offer if local prices prove unattractive. Growing
conditions are favorable in Malawi and production is increasing at a rate of 10
percent annually.

At full production, the project is expected to employ an additional 100
people, help to diversify Malawi's agriculture production further, add a projected
value of MK1 million to exports and generate an internal rate of return of 30
percent. To hedge his risks in case of a prolonged downturn in coffee prices, Mr.
Bapu is actively investigating additional export crops, such as macadamia nuts,
which enjoy a buoyant market. However production is controlled by the Tree and
Nut Authority which issues few licenses. Mr. Bapu advocates liberalization of these
controls and the introduction of fiscal incentives for exporters, including
exemption from import duties on agricultural machinery and a lower profits tax
(currently 45 percent).

3. Charcoal

Mr. N'Dre Thomas Assande - Cote d'Ivoire

Mr. N'Dre Thomas Assande, an Ivorian citizen aged 40, is a leading producer
and wholesaler of charcoal in the Cote d'Ivoire. Charcoal is mainly used by the
urban population for cooking, but restaurants and industrial users (e.g., foundries)
also constitute signiflcant markets.

Mr. Assande left secondary school at 16. He worked as an accountant for a
forwarding agent for five years and then had a spell as a tax accountant for a cabinet
of tax advisers. But he never felt himself cut out to be an accountant. His father
was a forester, planter and transport operator, and he saw that it was possible to
make good money in the charcoal business, which was mostly carried out by
African immigrants to Cote d'Ivoire (from Mali and Burkina Faso, in particular). In
1976, Mr. Assande contacted the Center for Industrial Development in Brussels
and expressed his interest in producing charcoal on an industrial basis rather than
by the prevailing artisanal methods. He was given a scholarship by the EC for a
year's study in Belgium and came back with plans for a plant based upon a Belgian
process. But he was unable to raise the funds required to execute the project.

Undeterred, Mr. Assande set up in business using traditional kilns and
marketing the production of other artisans. By 1989 his monthly turnover
averaged 1,000 sacks of 30 kgs. each. However, he never lost his enthusiasm for a
project which would serve as a prototype for the progressive industrialization of his
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profession. He undertook further training in industrial charcoal production in the
factories of a leading Belgian producer - Lambiotte S.A in 1984. And in 1987 he
approached APDF to see if his original project concept could be reactivated.

APDF carried out a technological study in Europe, involving a comparative
analysis of four continuous or semi-continuous processes. This study reached the
conclusion that a new process developed by a Dutch company (Beekman) was the
most appropriate choice, taking into account the capital costs and the particular
advantage of the new technology. The Beekman technology permnits the semi-
continuous carbonization of all varieties of wood, provided that high and low
density varieties are not mixed.

The Ivorian Government and people are very much aware of the dramatic
extent of the deforestation which has taken place in Cote d'Ivoire. In the forestry
concessions devoted uniquely to the production of timber for export, more than
90% of the biomass is left behind. Part of this residue is collected by artisan
charcoal producers and transformed into charcoal with yields of only 5-7 percent.
Much of the rest is collected for firewood by the rural population. This activity
results in a very poor utilization of natural resources. It is necessary to increase
the production of charcoal, and to raise its calorific yield, in order to reduce the
enormous loss to the national economy caused by inefflcient use of filrewood.

Because the Beekman process gives much higher yields, the project was
given broad support by the Government. In negotiations, Beekman agreed to
provide a supplier's credit for the purchase of the equipment and also showed
their confldence in the viability of the project and their conmmitment to its success
by expressing a willingness to contribute 45 percent of the equity. The Dutch aid
organization (FMO) was also enthusiastic and agreed to provide equity and a long-
term loan. Total project costs were estimated to be CFA 340 millions
(US$1.3 million). The production capacity would be 2,000 tons per annum.

Despite the general consensus about the merits of the project, it has proved
to be difficult to get off the ground. The principal stumbling block has been the
need to obtain authorization from the Ministry of Agriculture to recover the wood
residue left over from the tree cutting and timber sawing operations of a parastatal
organization SODEFO--located at Sikensi. The Ministry and the management of
SODEFOR have agreed in principle. And CARBO-AFRIQUE, the registered name of
Mr. Assande's enterprise, has committed itself to replant 2,000 hectares of forest,
for which the promoter has already received a concession, with rapid-growing
varieties which would bring self-sufficiency after a five year period. Yet the
necessary "convention" for the project has not been signed, despite five meetings
in the Ministry by the Dutch partners.

There is a strong risk that the foreign partners may withdraw their support.
Beekman's new technology has been well received in Brazil and 20 plants have
been sold there already. As a result, the attractions of launching a demonstration
project in Africa have faded, and the uncertain investment climate in Cote d'Ivoire
has become a paramount consideration.
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4. Horticultural Exports

Mr. Hasit Shah - Kenya

Mr. Hasit Shah, aged 28, Is a second-generation entrepreneur now running
a horticultural products exporting business established by his father in 1972 under
the name Sunripe Ltd. Mr. Shah's father is a Kenyan citizen descended from a
Gujarat (India) family which had emigrated to Kenya at the turn of the century. He
had worked as a general import trader before deciding to go into partnership with
a large group of Kenyan African farmers to export French beans, aubergines,
pineapples and passion fruit to Europe. The operation began with three workers
in 1972. Today it has sixty-flve employees and a turnover of US$3.5 million, all
from exports.

Mr. Hasit Shah had no intention of joining his father's business. A good
math student, he hoped to become a computer whiz-kid after taking his Masters
from the University of Southern California. But after failing to flnd a suitable
opening in the computer field on his return to Kenya, he somewhat reluctantly
accepted an offer from his father. Now, three years later, he is completely
immersed in the excitement and challenge of developing the business. And the
design of a new packaging line and the planning and execution of a new marketing
strategy provide a full outlet for his orderly mind and analytical skills.

With the assistance of APDF, Sunripe has negotiated a technical and
marketing agreement with one of the largest horticultural product specialists in
France - Lacour, who supply most of the French supermarket chains. APDF had
originally attempted to make an agreement which would also make the
smallholders directly party to this agreement. But due to their lack of resources
this proved not feasible. This agreement involved the installation of a custom-
made pre-packaging line in which French beans are washed and cooled to remove
their natural heat and sealed into consumer packs. Lacour provided a supplier's
credit to cover the cost of the plant. The cooling process increases their shelf life
from 5 to 16 days. And by packaging directly into handy consumer-size containers,
the beans can be airfreighted to France and delivered directly to supermarkets,
thus saving labour and packaging costs in France. Beans had been previously
transported in bulk.

In addition to supplies from its own 730 acre farm, Sunripe buys beans,
tomatoes, passion fruit, mangos, bananas and avocados from 500 smallholders.
These smallholders now account for 93 percent of Sunripe's total supplies.
Sunripe provides seeds and planting schedules, and advises farmers on cultivation
and crop-care techniques. It also collects produce daily from farms in an ever-
widening radius from Nairobi. Farmers in the Mount Kenya range, some 150 kms
from Nairobi, are now among its regular suppliers. So Sunripe has been
instrumental in broadening access to markets, improving cultivation practices,
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providing more regular employment for small-scale farmers, their families and
hired labor, and raising and diversifying rural incomes.

Further packaging operations carried out within Kenya mean extra value-
added and foreign exchange earnings for Kenya. But Sunripe has spent 18 months
trying to convince the Ministry of Finance to grant an import duty rebate or an
export compensation subsidy for the imported packaging materials, without
success. A 50 percent duty has to be paid on materials. Locally manufactured
packaging materials do not meet the required specifications. Packaging material
costs, including duties, represent 45 percent of the FOB value of the beans in the
case of the consumer pre-packs, compared with 16 percent for bulk sales. By
raising prices, squeezing proflt margins and tying up more working capital, these
import duties are retarding the expansion of horticultural exports in flelds in
which Kenya has considerable competitive advantages.

Horticultural product exporters are also beginning to run up against an air-
freight space constraint. Airlines are switching to more fuel-efficient aircraft.
Airbuses take much less freight than 747s. Kenya has also imposed higher taxes on
fuel. So airlines are tending to refuel in Cairo or other lower-cost intermediary
stops to Europe, forcing planes to take on less freight in Nairobi in order to
conserve fuel. Long-haul flights from Johannesburg are filling-up with produce
from the South African Customs Union (including Botswana, Swaziland and
Lesotho), leaving less that can be picked up in Nairobi.

Because of these constraints, a consortium of growers and exporters is
looking into the possibility of chartering their own air freight services. In the
meantime, Sunripe and others are seeking to cut down export volume by moving
into higher value-added items. Greater understanding of their needs from the
fiscal authorities would facilitate the process. Mr. Shah has considered the option
of setting-up an in-bond operation, for which the government is offering duty-free
facilities. But he rejected the idea because he would not be allowed to sell locally.
Horticultural produce is highly perishable and if airfreight bottlenecks were
encountered, he would need to dispose of his stocks to domestic consumers or
canners. Fiscal incentives would not only help to expand and diversify Kenya's
foreign exchange earnings, but would also have considerable multiplier effects on
rural incomes and employment levels.

By its readiness to embrace the latest technological and marketing
innovations in its field, Sunripe has forged strong links with a European market
leader. These links have reinforced its own operations. They have also increased
competitive pressures on other Kenyan exporters. Competition has led, in turn, to
improved transport facffities and an opening-up of more distant areas (with better
soils) for horticultural crop production. Competitive market forces have proved to
be an effective means of diffusing technical know-how among small farmers. The
Horticultural Crops Development Authority, which imposes a levy of 10 cents per
kilo on all horticultural exports, has been less efficient.
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5. Eggs and Day-old Chicks

Mr. Kwabena Darko - Ghana

Mr. Kwabena Darko, a 47 year old Ghanaian of Ashanti origins, is the
chairman and principal shareholder of a family-owned enterprise Darko Farms and
Company, Ltd.--which is the largest integrated poultry producer in Ghana. It has
established a dominant position in the production of table eggs and day-old chicks
and also sells large quantities of poultry meat (mainly culled stock) and chicken
feed. 7,000 dozen eggs are sold daily. Total turnover topped US$1.5 million in
1989 and 310 workers are employed.

Mr. Darko left secondary school at the age of 15 to work on his step-father's
small chicken farm. In 1961 he was awarded a scholarship to study poultry at the
Rupin Institute in Israel. On his return he ran his step-father's farm for flve years,
building up sales of layer birds from 5,000 to 100,000.

Desiring greater challenges, he borrowed about US$100 from his step-
father and US$100 from the Agricultural Development Bank and bought a three-
acre farm, three chicken pens and 900 imported birds. He repaid the loans in six
months, Other farmers were then treating loans as gifts. The bank manager was so
surprised by his early repayment that he offered him an "open door" to borrow at
any time. Since then, Mr. Darko has always managed to obtain credit when
required, although he has preferred to finance his expansion by ploughing back
proflts as far as possible.

Mr. Darko attributes his business success, and his ability to overcome
obstacles in his path (including survival of an outbreak of Newcastle disease which
decimated the flocks of his competitors), to his strong religious beliefs. He is
currently Director for Africa of the Full Gospel Businessman's Fellowship
International which has chapters in 142 countries and provided guidance and
support to "born again" Christian businessmen. But hard work, thrift, a desire for
self-improvement, shrewd business sense, communication skills and
entrepreneurial drive undoubtedly played their part.

Mr. Darko is an avid reader of the specialized poultry Journals such as
Poultry World and Poultry International. He regularly attends international poultry
and agricultural fairs to keep abreast of the latest scientiflc development and
technologies in his field. He founded the Ghana Poultry Farmers Council in 1984
to promote the value of poultry products to consumers, to defend the interests of
poultry farmers and advise the government with respect to policies affecting the
poultry industry. He is currently Chairman of the Council.

Mr. Darko has succeeded in assembling under his leadership a well qualified
and motivated team of professionals. All the managers reporting to Mr. Darko have
had advanced university training and many have followed courses and seminars in
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their flelds of responsibility in Europe. The low level of employee turnover enables
the company to retain a valuable, loyal and experienced work force. In addition to
its own employees, Darko Farms relies on pathologists at the University of Science
and Technology in Kumasi to perform testing and autopsies related to disease
prevention. His own well equipped laboratory ensures quality control of all in-
coming raw materials and finished products.

The company currently produces nine separate feed formulations for
different livestocks for their own stock and for outside sale. One of the key factors
contributing to the strong historical performance of Darko Farms has been its
abflity to produce its own feed using local grain and fishmeal. Part of the grain
processed at the feedmill is grown at a company-owned farm of 1.200 acres.

With the assistance of APDF appointed consultants, Darko Farms is currently
implementing a restructuring of farm operations around the "all-in-all-out" method
of production, in which pullets are raised from day-old to 18 weeks in separate
farms and then transferred en-block to the laying house where they remain until
the end of their productive life (76 weeks). Given the four week period needed to
disinfect the farm, a uniform output of eggs is then assured over the whole year by
having three age groups. The risks of the spread of disease are diminished. The
hatchery, feedmill and materials handling system are also being modernized and
productivity enhanced by the introduction of two-tier cages of wire construction.

Mr. Darko's drive, perseverance and management skills generated
important benefits to the Ghanaian economy during a period when its overall
performance was faltering. The urban population was ensured a regular source of
protein. The small flocks of many rural households were replenished by day-old
chicks of good stock, thus maintaining consumption levels and a source of cash
Income for smaller farmers. A national distribution network for eggs, poultry feed
and day-old chicks was established, providing employment for and developing the
skills of many persons engaged in transport and retail trade. Knowledge about
scientilc methods, disease control and good husbandry practices was more widely
diffused.

6. Dressed Poultry and Ptgs

Mr. W.M. Juma - Malawi

The experience of Mr. W.M. Juma, a 48 year old Malawian, mllustrates the
diverse problems that can be encountered by an experienced businessman in a
high risk, unpredictable fleld such as the production of dressed poultry and porker
pigs.

Mr. Juma, whose father was In government service as a driver, acquired a
diploma in accountancy and banking from the University of Madras (India). In
1963 he joined the Departnent of Trade and Industry as an auditor and was
seconded to the Agricultural Development and Marketing Agency (ADMARC) as a
divisional marketing supervisor in 1965. Over the next twenty years he moved
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rapidly upwards through ADMARC's managerial hierarchy, assuming posts of
increasing responsibility and professional diversity including those of assistant
tobacco controller, public relations manager, development manager for ADMARC's
poultry, pig and cattle farms, and cotton controller in charge of all aspects of
ADMARC's involvement in the cotton business, including export sales. He also
served as the ADMARC nominee on the board of David Whitehead Ltd. (a large
textile flrm), Blantyre Knitting Company and the Cotton Ginners Association.

From 1965 onwards, Mr. Juma also owned his own wholesale trading
business engaged in the distribution of sugar, flour, maize meal and edible oils in
Southern Malawi. These activities were run on a day-to-day basis by a salaried
manager.

In 1988 Mr. Juma decided to accept early retirement from ADMARC in
order to take advantage of a government divestiture program which sought to
transfer ownership of a number of unprofltable ADMARC estates and activities to
the private sector. With the assistance of APDF, a feasibility study was prepared for
the acquisition and development of the Chirambe Estate, a broiler poultry unit with
a capacity to produce 3,000 dressed broilers per week. In addition, the Estate had
a small pig unit.

Total project costs were MK680,000 (US$251,000). Equity fInancing was
secured from the promoter (10 percent), short and long-term loans from the
Malawi Commercial Bank from funds supplied by USAID specifically earmarked for
the privatization program (30 percent), and the remainder from a long-term loan
at a concessional interest rate (12.6 percent) from the Government of Malawi.

The prospects looked rosy. The promoter and flnancial sponsors felt that,
with hands-on motivated management, a previous loss-making operation could be
turned around into a profltable concern. A market study showed a persistent
shortage of poultry meat in Malawi and rising demand.

The flrst two years' activities have proved to be difficult. The original
valuation of the Chirambe Estate's land, buildings and equipment was MK380,000.
But the government changed its mind and the promoter had to pay MK480,000 to
flnalize the transaction, after committing himself with a personal deposit based
upon the initial purchase price and flnancing plan. He had to sell his wholesale
business to obtain the necessary cash, thus cutting-off an important source of
income.

His 304 pigs then caught swine fever and died. The insurance brokers are
contesting his claim for compensation. He has thus lost projected revenue from
the sale of pork of MK8,000 per week. MK100,000 is tied up in a piggery
installation which yields no income and has no alternative use.

To make matters worse, delays in establishing a letter of credit for
imported pre-mix, due to lack of liquidity (his overdraft ceiling has been reached),
resulted in sickness and retarded growth of his chickens during their first few
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weeks of life. Some 4,000 out of 26,000 birds died and the remainder did not
reach their anticipated average weight of 1.75 kgs at eight weeks, the planned
slaughtering time. The sales revenue therefore fell below projections, causing a
further deterioration in his cash flow.

Mr. Juma's business is now effectively in the hands of his bankers. Mr. Juma
is obliged to buy his chicken feed on a week-to-week basis, after payment has been
received from his customers. It is questionable whether such a hand-to-mouth
operation will allow the survival of his business in the long term.

Mr. Juma's predicament may be attributed to the vagaries of fortune and the
high risks inherent in animal husbandry. But would a more experienced
entrepreneur have been more prudent in his negotiations over the purchase price
of the Chirambe Estate and better equipped to prevent the spread of disease? Does
the relatively sheltered world of a parastatal organization prepare a manager
adequately to meet the harsh realities of a competitive market?

7. Cut Flowers for Export

Mr. Peter Kirago Mwangi - Kenya

Mr. Peter Mwangi, a 43 year old citizen of Kenya, is the owner and general
manager of Nyanjugu Investment Ltd. which operates the 230 acre Greylag Farm.
The farm is a medium scale producer of horticultural products and milk for the
Kenyan domestic market and french beans for export. It has recently diversifled
into production of flowers for the European market. Turnover in 1989 was over 1
million shillings (US$0.5 million) and 250-300 workers are employed according to
season.

Mr. Mwangi left secondary school at 19 to join Grindlay's Bank as a trainee.
He acquired a diploma in banking from the Institute of Bankers in London and was
quickly promoted to branch manager, serving in rural areas. In 1978, he joined
the Kenya Commercial Bank to set up its lending program for cooperatives. In
1981 he was appointed Managing Director of the Nationwide Finance Corporation.

By 1985, Mr. Mwangi felt the time had come to make his own investment
decisions, rather than to appraise and advise on the decisions of third parties. He
was familiar with the agricultural sector from his banking experience around the
country. His father had also been a farmer. Through the development of a modern
agricultural operation, Mr. Mwangi believed he could contribute to the national
economy by creating wage employment and earning foreign exchange. Looking
further ahead, he saw a farmhouse in a beautiful setting as an ideal retirement
home.

Through his diverse financial contacts, Mr. Mwangi was able to locate and
purchase a portion of a large farm situated on the northern shore of Lake Naivasha,
some 80 kms. from Nairobi. He raised the equity by selling property, the value of
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which had soared because of the rapid urban development in Kenya. He secured
term loans from two financial institutions and an overdraft facility from the Kenya
Commercial Bank.

Mr. Mwangi took overall charge of the day-to-day operations, recruited
experienced farm managers for flower production and for horticulture and fodder
production and embarked on an ambitious development program. 80 additional
acres of highly fertile land were reclaimed from Lake Naivasha. An irrigation
system was introduced. Permanent housing for additional farm laborers was built.
Statice flower seeds were purchased, germinated and transplanted.

These development and diversification efforts increased turnover. But they
also added to the debt burden. APDF therefore was called in to assist in flnancial
restructuring and to provide advice on productivity improvements and overall farm
planning. The APDF consultants recommended a year's moratorium on debt
service payments in order to give the company.sufficient resources to launch a new
farm plan. This plan proposed:

(i) concentration of vegetable production on French beans for export;

(ii) development of the pilot production of statice flowers into commercial
production on 30 acres;

(iii) increase in the size of the dairy herd from 50 to 100 cows.

Debt rescheduling was accepted by the principal creditors and the new plan
is being implemented. A contract for 4 million stems of statice flowers has been
negotiated with a local flower exporter. The dairy herd is being expanded. This
allows better utilzation of the less fertile, drier land on higher elevations suitable
for grazing. Fodder crops are also being grown on the irrigated acreage not
dedicated to other crops, thus raising milk yields. Manure from the dairy herd is
becoming a major source of high quality fertilizer for horticultural production.

The long-term potential of Greylag Farm is excellent, provided that
dedicated management Is sustained. A key factor in the short-term success of the
Farm will be to maintain a focus on the production and profltability of each of the
main crops. Once sufficient experience has been achieved with these, the farm
can easily expand into other crops, such as carnations and molucella for cut-flower
exports. As the number of cattle increases and the quality of the herd improves,
revenues from culling the herd wlll become significant and may exceed revenues
from milk sales. Eventually, exporting of horticultural produce directly to a
distributor in Europe could be contemplated. Direct exporting would have the
benefit of allowing the farm to earn and retain foreign exchange, and potentially
increasing revenues. But it would also require investments in transportation and
refrigeration equipment for the farm.
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8. Tobacco and MUk

Mr. Victor Likaku - Malawi

Mr. Victor Likaku, a Malawian citizen in his mid 50s, is joint owner of a 360
hectare farm, the Rathdrum Estate, which was purchased from the Agricultural
Development and Marketing Corporation of Malawi (ADMARC) in 1989. Mr.
Likaku's partner, Mr. R.B. Mbaya is currently the Malawian Ambassador to the
United States.

The Rathdrum Estate is situated 5 kms. from Zomba in the Southern Region
of Malawi. Thirty hectares are devoted to burley tobacco. The tobacco is cured and
graded on the estate and marketed through the established auction system in force
in Malawi. A dairy herd of some 50 cows yields 800 liters of milk per day. The
milk is sold to schools and the University of Malawi, and to consumers through the
milk marketing organization, Malawi Dairy Industries. Revenue is projected to
reach MK200,000 (US$80,000) in 1990. But as the tobacco is grown by 30 tenant
farmer and their famnilies on a fee basis, the income generated by the Estate is
considerably higher.

Mr. Likaku did well at school and went on to university in India. On his
return, he joined government service as an accountant in the Ministry of Finance.
He filled positions of increasing responsibility and is currently General Manager of
the New Building Society, a government-owned mortgage finance company. He has
also owned a small dairy farm since the 1970's.

Mr. Likaku and his partner arranged to lease and operate the Rathdrum
Estate for the 1988/89 season and requested APDF assistance for the negotiation
and financing of its subsequent purchase. This was completed at the end of 1989,
with a long-term loan of MK270,000 from the Commercial Bank of Malawi (CBM)
of which MKl80,000 is guaranteed by the government, a MK85,000 hire purchase
facility for equipment from a leasing company, MK70,000 seasonal crop flnancing
from CBM and MKI30,000 equity provided by the sponsors. Mr. Likaku had to
mortgage his house to pay his part.

The agricultural consultants provided by APDF found the Rathdrum Estate a
well established farm with good soils, good climate and good location. The estate
is suitable for a range of agricultural activities including burley and virginia tobacco,
maize production, dairy, beef, sheep and poultry production. A somewhat
conservative program was proposed initially, concentrating on burley tobacco
production, dairy and maize production, requiring a minimum of additional capital
expenditure. An internal rate of return of 20 percent was projected.

It is still early days, but the operation seems to be generally proceeding
according to plan. However a lot will depend on the day-to-day management
provided by the estate management agency run by the Bank of Malawi. Mr. Likaku
felt obliged to use the services of its estate management agency because he does
not want to give up his Building Society job until he is sure that the farm will be
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successful. The manager appointed, a young Zimbabwian, is competent. But a
question remains about the degree of commitment and motivation that can be
expected from a contractual manager. And how much initiative should be
delegated to managers not bearing the financial risk?

A similar problem arises from the reliance on tenant farmers to grow the
burley tobacco. The Estate owners provide all the inputs of seed, fertilizer,
chemricals, equipment, etc., supply food and housing for the tenants and their
families during the growing and harvesting period, and pay a fixed fee per kilo of
tobacco produced after it has been sold. The practice reduces the cost of
recruiting and supervising hired labor. But it tends to encourage labor turnover.
The tenant farmers are highly mobile, coming from different parts of Malawi. If
they are less successful one season, perhaps due to reasons outside their control,
they blame the owner and move on to another estate.

On the dairy farm side, Mr. Likaku has already experienced losses from Rift
Valley disease which paralyzes the hind quarters of cows. The authorities maintain
the fiction that this disease is confilned to neighboring countries and do not
provide the necessary vaccines. Mr. Likaku would like to set up milk collection,
processing and sales services for smallholders. But only Malawi Dairy Industries
are authorized to provide vaccines and veterinary services to small daiiy farmers,
so have an effective monopoly of this trade. Liberalization of milk production and
marketing would lead to competition in this industry and stimulate supply and
demand.

9. Pineapples

Mr. Alexis Detoh Kouassi - Cote d'lvoire

Mr. Alexis Detoh Kouassi is the joint founder and major shareholder in
Interagri S.A, a joint venture established in 1989 to exploit a pineapple plantation
owned by Mr. Kouassi. The other partners are an Italian businessman resident in
Cote d'Ivoire and Pomona-Import, a French company involved in pineapple sales
and distribution in Europe.

Mr. Kouassi was born in 1942 in a small town in the interior of Cote d'Ivoire.
His family circumstances were modest. His father worked as a launderer. But Mr.
Kouassi was a diligent student and graduated as an engineer from the Higher
National School of Agronomy in Toulouse, France, with certificates in botany and
geology.

His first Job was as an assistant in the research and development
department of Shell Chemicals. After two years he was offered a position as a
trainee manager/engineer with a French textile group (CFDT) operating cotton
ginneries and cotton seed oil factories in Cote d'Ivoire. His initial responsibilities
involved extensive travelling in the cotton growing areas, advising small farners on
cultivation techniques and buying their crops. He performed well and at the age of
31 was the flrst Ivorian to be promoted to managerial rank. In 1974, the Ivorian
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government took a participation in the company and Mr. Kouassi was appointed
Director General. He served in this capacity for 10 years, running a company with
over 3,000 employees. During this period he also diversified his personal
investment portfolio by acquiring a 49 percent holding in a Belgian-owned banana
and pineapple flower estate (Blondey) and setting up a firm to manufacture
agricultural machinery.

Mr. Kouassi left CFDT in 1985 and since then he has been primarily
occupied with the rehabilitation of the Blondey plantation in which he has taken a
majority shareholding. To facilitate the mobilization of funds and strengthen its
technical base, Mr. Kouassi went into partnership with Mr. Giovanni Biffi in 1988.
Mr. Biffl has worked in C6te d'Ivoire since 1978, first as manager of the workshops
of a state enterprise concerned with agricultural transportation (Motoragri) and
then as founder and director of an engineering firm involved with the planning and
execution of irrigation works and other construction activities in the agricultural
sector. Mr. Bffil's engineering company has an annual turnover of FCFA 350
million.

In 1989 the two partners requested APDF to assist in the preparation of a
market study, to define the parameters of an investment program and to seek
commercial partners who would reinforce Interagri's marketing network abroad
and might inject further capital.

A project has been formulated which appears to have strong foundations for
success. A leading European horticultural products company (Pomona S.A., France)
has agreed to take over export marketing and to contribute 37 percent of an
enlarged equity. Pomona is a family-owned French company with a turnover of FF.
6 billion and a labor force of 4,300 in 1988. Its subsidiary--Pomona Import--
specializes in the importation of tropical fruits and vegetables.

The European demand for pineapples expanded by 15 percent annually
between 1983 and 1988, reaching 223,600 tons in 1988. France accounted for 18
percent of the European market. By linking-up with a major French importer,
Interagri has ensured a ready penetration of this market. C6te d'lvoire has
considerable natural advantages as a producer of pineapples. The level of sunlight
is high. Temperature variations are small. The degree of relative humidity is high
and stable. And the type of pineapple traditionally cultivated in C6te d'Ivoire has
good yields and consumer acceptance.

The planned rehabflitation program will include preparation and levelling of
land, installation of an irrigation system, resurfacing of on-plantation roads, repair
of buildings and workers housing and acquisition of trucks, tractors and other
inputs and supplies (chemicals, fertilizers, packaging materials, plastic covers,
etc.). The total investment cost will be FCFA 777 million--of which FCFA is in
foreign exchange. 258 Jobs will be created. Foreign exchange earnings over a 15-
year period are projected to reach FCFA 14 billion. An internal rate of return of 15
percent is estimated.

38



Although implementation of the project has just begun, its prospects look
bright. It has three ingredients that form a powerful mix. First, it has an Ivorian
entrepreneur with a good knowledge of modem cultivation techniques and strong
managerial experience. Second, it has an expatriate irrigation engineer familiar
with techniques for optimal utilization of water resources. Third, it has an
overseas commercial partner who is firmly entrenched in the market and can set
the consistent quality standards necessary to sustain consumer loyalty for fresh
Ivorian pineapples (most are presently canned).

However, Interagri's performance will also depend upon whether its costs
and prices are competitive. The Ivorian internal cost structure is currently
somewhat higher than Its main competitors in the tropical fruit field. This Is
partly a function of an overvalued FCFA. The Ivorian and French monetary
authorities will need to show greater flexibility if Cote d'Ivoire's potential
competitive advantage in the production of pineapples Is to be fully realized.

10. Frozen Fish and Crustaceans

Mr. Saliou N'Dione - Cote d'Ivoire

Mr. Saliou N'Dione, aged 40, is the director general and principal
shareholder of Pechazur S.A., the second largest exporter of shell-fish in C6te
d'Ivoire. It also imports large quantities of frozen fish for sale on the local market.
Pechazur has 28 full-time employees and hires up to 300 daily workers for the
decorticating, cleaning, Meting and packaging of the fish, lobster and shrimp after
they have been brought ashore by suppliers. Pechazur collaborates closely with
2,000 local fishermen who are grouped into cooperatives based at different villages
along the Ivorian coast. Turnover in 1989 exceeded FCFA 2.5 billion.

Mr. N'Dione was born in Senegal. After finishing secondary school he joined
a French-owned fish processing company (Anerger), based in Dakar. A fast learner
and a conscientious employee, Mr. N'Dione quickly won the respect and
confidence of his expatriate colleagues, and he was made technical director of
Amerger's plant in C6te d'Ivoire. By 1980 he had gained excellent training and
experience and was well equipped to take over the Ivorian installation when his
principals retired to France, and guaranteed a bank loan for Mr. N'Dione.

Since 1980 Mr. N'Dione has continued to develop his sources of supply and
storage/processing facilities and to expand his distribution network in Europe.
Tonnage handled has more than doubled. An interest has been acquired in four
trawlers which land their catches in Abidjan. The flsh are then frozen and stored
in three cold stores of 120 ton capacity. This has reduced his dependence on
imports from Senegal. Mr. N'Dione has also cemented his relations with artisan
fishermen's cooperatives who supply him with shrimp for export. He has secured
their loyalty by providing credits, flshing nets and ice blocks which have increased
their productivity and reduced spoilage. APDF assisted Pechazur in designing and
obtaining financing for this successful project.
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He began his export sales through a wholesaler based at Rungis, outside
Paris, without a label showing their origin. But he has recently opened up his own
offlce in Marseille, staffed with French sales representatives who sell directly to
good class restaurants and supermarkets under the Pechazur brand name. By
insisting on high quality, Mr. N'Dione has created a good brand image and thus
sells at a premium price. He is presently exporting 50-60 tons of shrimp a month.

Pechazur beneflts from an export subsidy program which the Ivorian
government introduced four years ago to encourage non-traditional exports. The
subsidy is designed to offset the duties and taxes paid on imported inputs.
However, Pechazur is not compensated for the additional cost arising from the
strict controls exercised by the Government over flshing rights. Very few licenses
are available for fishing in Ivorian waters. These licenses are sometimes allocated
to persons with political connections, and are then sold to legitimate flshing
companies. The current unofficial price of a license is FCFA 30 million. This price
must be passed on down the production and distribution chain to the eventual
consumer,

Mr. N'Dione is undeterred. He is pressing on with an expansion and
modernization project. When completed, Pechazur will have the capacity to
process 5 tons of filsh and shrimp each shift of eight hours. New equipment will
include two freezing tunnels, an ice-making installation, two cold stores, an air-
conditioned cutting room and cooking facilities. An Ivorian refrigeration company,
Isofroid, is cooperating closely with Pechazur in the design and installation of the
factory. A flIrm of consultants specialized in the flshing industry, Fishtech
Management Consultants, undertook a feasibility and market study before the
investment plans were filnalized. The new complex is being constructed in
conformity with the hygiene regulations of the EC.

The total project cost is FCFA 350 million (US$1.4 million). A medium
term loan covering 60 percent of the cost has been secured. The remainder is
being financed out of earnings. The project will enable Mr. N'Dione to expand
output, lower unit processing costs, maintain consistent quality standards, diversify
sales to other European countries and increase profltability. An additional 57 jobs
will be created. The projected internal rate of return is high.

I1. Advertising and Carved Wood Products

Mr. Torgbor Mensah - Ghana

Mr. Torgbor Mensah, a 40 year old Ghanaian, owns four companies engaged
in the design and production of outdoor advertising materials and exhibition
stands, job printing, manufacture of carved wood products and
real estate development. Total turnover of the four companies was 250 million
cedis (US$750,000 approx.) in 1989, yielding net proflts after tax of 45 million
cedis. The total staff Is 95.

40



Mr. Mensah left school at 14. One of 10 children, he was obliged to
supplement the modest earnings of his father (a self-employed carpenter) and
mother (a basket weaver). A talented drawer at school, he decided to start as an
apprentice with an advertising agency in Accra. After completing his training he
moved to a larger foreign-owned advertising company, where he spent four years
developing his design and graphic art skills and acquiring diverse experience in
the publicity and visual display flelds. In 1967, he accepted a post with a printing
company and became acquainted with printing technology.

At the age of 21, Mr. Mensah felt confident and experienced enough to set
up in business with another young Ghanaian designer and launched Union Standard
Art Services--an advertising design studio. The business prospered and after five
years Mr. Mensah established his own private limited company--Design and Display
Publicity Ltd. to provide services and materials for the advertising, design, outdoor
display, screen printing, exhibition building and decoration, and
lithographical/letterpress industries. His design flair and communication skills
brought him to the attention of the Ghanaian export promotion authorities in the
Ministry of Trade and he undertook his first commission to design, fabricate,
install and decorate the Ghanaian stand at an international trade fair in the U.S.

Since 1976, Mr. Mensah has travelled around the world fulfilling his
responsibilities as Ghana's Official Exhibition Builder and Decorator. He was
recently awarded a gold medal for his services. He has served as Executive
Member of the Advertising Association of Ghana and the Ghana Printers and Paper
Converters Association.

Parallel to his activities in the advertising and printing filelds, Mr. Mensah
branched out into the production of carved mahogany doors, garden benches and
tables. Woody Ltd. was registered in 1978. Mr. Mensah's basic objectives were to
combine his own design sklfls with the traditional techniques of Ghanaian wood
carvers to add value to Ghana's forestry resources. Another motivation was to avoid
putting all his eggs in one basket. For several years the advertising industry in
Ghana was depressed. Scarcity of foreign exchange meant that local manufacturers
faced a sellers market. They had little incentive to develop brand loyalty.

Woody Ltd. is exporting on a small scale and has gained a reasonable share of
domestic demand for hard wood doors which is growing in response to a revived
housing industry. But Mr. Mensah believes that a much larger market could be
tapped if some of his production processes could be mechanized. He, therefore,
commissioned a Ghanaian consultancy filrm to undertake a feasibility study for a
door manufacturing plant. This study concluded that a project costing US$1.6
million would be economically viable. Mr. Mensah has already received inquiries
from the U.S for a supply of 1,500 solid doors a month and his U.K distributor is
ready to sell 500 a month. Major distributors in Germany have expressed their
interest.

However, in view of the large investment required, Mr. Mensah requested
APDF assistance in carrying out a further review of the export and domestic
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markets to determine price and quality requirements, payment terms and delivery
time: to analyze products offered by competition and recommend a range of
products to be supplied by Woody Ltd.; to assess the adequacy and dependability of
log supply as regards type of wood, quality and quantity: to assess the likely impact
on the forestry sector, Including environmental effects; to assess stafflng needs:
and to assess project financial viabflity.

Although all Mr. Mensah's ventures have been successful and profitable to
date, he is a prudent investor. He has built up his business progressively,
ploughing back his proflts and usually buying cheaper second-hand equipment and
printing presses. He has borrowed relatively little.

Whatever the outcome of the ongoing investigation, Mr. Mensah's further
progress as an entrepreneur seems assured. He takes care of his workers, who
respect him as a craftsman and designer who is able to demonstrate personally
how a job should be done. He has sent managers for three month training courses
at the Ghana Management Development and Productivity Institute.

Mr. Mensah is shrewd enough to recognize the importance of good
professional and social relationships in a mixed economy, where political power
remains concentrated. In addition to his involvement in the advertising and
printing industry associations mentioned earlier, Mr. Mensah is a member of the
Executive Council of the Ghana Furniture Producers Association, President of the
Ghana Real Estate Developers Association, Chairman of the Stadium Tennis Club
and Executive Member of the Accra Lions Club. Industrial and trade associations
serve as vehicles for a dialogue with the political leadership as well as for the
dissemination of information to their members. Membership of sport and social
clubs helps to reinforce these political/business contacts and networks.

Equally important, Mr. Mensah is very receptive to advice from suppliers,
customers and providers of professional services. He exchanges ideas and
techniques with his major advertising clients, who include Unilever. Nestle,
British American Tobacco, U.S.C, State Insurance and the Ghana Commercial Bank.
He is well aware that no man is an island and that in an interdependent world
success comes to those entrepreneurs best able to exploit market opportunities by
both collaborating and competing with other market participants. Market
networks are composed of many firms trying to make a profit by providing
specialized products and services to each other, not only to final consumers. The
failure to acknowledge the existence of these networks, or to recognize the
importance of their complementarity as well as their competitiveness, has led
many govermnents to set up parallel technical assistance networks. These
technical assistance networks, consisting of public institutions, have often been
wasteful and ineffective because they have generally lacked the specialized know-
how, the commercial motivation and the competitive pressure to deliver services
really needed by market participants.
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12. Hair Products and Hairdressing Salons

Mrs. Julia Helfer - Botswana

Mrs. Julia Helfer, aged 41, is a Botswana citizen. She owns a factory
manufacturing hair treatment products and a chain of seven hairdressing salons.
She is also the principal partner in a law firm. She currently employs 78 workers
in her factory and salons and 23 in her law office.

Mrs. Helfer was born in Kumasi, Ghana. Her father was a metallurgist. She
took a BA in history at the University of Legon, Accra, Ghana and an LL.B from the
University of Zambia, where she met her former husband, a Botswana. After
settling in Gaberone, Mrs. Helfer lectured for a time at the University of Botswana
and joined a law practice in 1974. She was made a partner in 1976, the year she
opened her flrst hairdressing salon. At the time there were no modern salons
catering for Botswana women and she saw an opportunity to introduce "Afro"
styling to the growing number of single professional women entering the labor
market. The initial capital for the salon came from personal savings (40 percent)
and a loan from Barclays Bank (60 percent).

The hairdressing salon met a real need and as demand grew she opened
further salons in different areas of Botswana. She later bought a small cattle ranch
and a restaurant from the profits of her legal practice and hairdressing salons.

In her hairdressing business, Mrs. Helfer used large quantities of afro-hair
treatment products and also sold these products to customers for their own use.
She became the agent for one of the leading manufacturers of hair care products,
Revlon. This experience made her aware of the market potential for Afro haircare
products, not only in Botswana but also in South Africa and neighboring countries.
She, therefore, approached APDF for assistance in developing a manufacturing
project.

A leading U.S manufacturer, Johnson Products, expressed interest in
entering into a technical and marketing agreement. Johnson Products are the
leading manufacturers of Afro haircare products in the U.S. But their brands--Afro
Sheen and Ultra Sheen--are virtually unknown in Southern Africa and they thought
a manufacturing-under-license agreement with Mrs. Helfer would be a good way of
breaking into a sizeable market.

A limited market survey was conducted by APDF through direct contacts
with major distributors of Afro haircare products in Johannesburg. This indicated
a large sales potential. As a member of the South African Customs Union, Botswana
has access to a market for Afro hair products serving a population of 18 million.
Negotiations between Mrs. Helfer and Johnson Products culminated in a technical
agreement by which Johnson provides the formulation and precise processing
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instructions for each product manufactured. A new company name--Yarley
Cosmetique--was registered and a manufacturing license obtained. A plot was
rented on the Gaberone Industrial Estate, a factory building erected and simple
mixing and container (bottles and jars) filling equipment purchased, with advice
from APDF consultants. Equity finance was obtained by the sale of Mrs. Helfer's
restaurant. A three-year loan and an overdraft facility was granted by the Bank for
Credit and Commerce and a long-term loan secured from the National
Development Bank of Botswana for the factory building.

The original agreement with Johnson Products envisaged sales under the
Johnson brand labels. However, some Johnson shareholders objected to the
eventual sale of their branded products in the South African market. So Mrs.
Helfer bought the original batch of raw materials from Johnson but has
subsequently replenished her stock from other sources. The Johnson formulations
are still used and Johnson sent its training officer for one week to induct Mrs.
Helfer's staff into the manufacturing process. But Johnson has waived its license
fee and the products are being marketed under Mrs. Helfer's own brand name--
Hairloom.

Mrs. Helfer has received encouragement from the Botswana Government.
Under its Financial Assistance Policy, grants are given to reimburse the costs of
unskilled labor on a sliding scale. In the flrst year, 80 percent of the costs are
recovered, 60 percent in the second year and so on until the subsidy disappears
after the fifth year. A capital expenditure grant is also paid. On the other hand no
protection is given against imports from other members of the Customs Union,
while duties and surcharges amounting to 160 percent are levied on formulations
imported from the U.S. No corporate tax incentives are given for exports (unlike
some of the South African "homelands"). And the top personal income tax rate is a
relatively high 55 percent. Nevertheless, exposure to direct competition from
other Customs Union members is a good discipline. It puts pressure on producers
to be efficient and the enterprises that survive and prosper under these conditions
are those which are able to use their resources effectively.

Without Johnson Products' brand names and advertising support, Mrs.
Helfer's production and sales have moved more slowly than orlginally projected.
But her products are gaining acceptance among Botswana customers and she has a
captive market among the clients of her own salons. She has also benefited from
the assistance of a retired Colgate Palmolive executive, supplied by the
International Executive Service Corps. He stayed six weeks in her factory training
chemists, setting-up formulations, and advising on the selection of equipment.

With a foothold established in the Botswana market, Mrs. Helfer is
beginning to break into neighboring countries. Two agents have been appointed in
Lesotho, two in Namnibia and two in South Africa (but she is dissatisfied with the
latter's performance). Zimbabwe represents a large potential market but foreign
exchange scarcity is a major constraint and it is difficult to meet the 25 percent
local content rule to qualify for preferential market access under SADCC.
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Hopefully, the pace of political developments wlthin South Africa will
accelerate and Johnson Products may reconsider its marketing strategy. If this
occurs, Mrs. Helfer's dynamism and experience, allied to Johnson's technical and
marketing know-how, should put Yarley Cosmetique in a strong position to exploit
its considerable potential.

13. Food Processing and Import Agencies

Mr. Abdu C. Faraji - Tanzania

Mr. Abdu C. Faraji. a 55 year old Tanzanian is managing director and major
shareholder of The Tanzanian Food Corporation, a limited liability company
engaged in the manufacture of biscuits and pasta with an annual turnover in excess
of US$2 million. Mr. Faraji is also managing director and principal owner of four
other companies producing sisal, tobacco and baby foods, distributing food
products and acting as agents for foreign manufacturers of agricultural equipment
and food processing machinery. His group of companies employs 500 workers and
had a turnover of US$6.25 million in 1989.

Mr. Faraji was born in the south of Tanzania. His father worked initially as a
seaman on dhows based in Zanzibar and later as a mason on the railways during the
German colonial administration. Mr. Faraji graduated from Bombay University and
won a scholarship to study law and economics at Cambridge University in the U.K
After completing his studies at the age of 28, he joined the main political party in
Tanzania--TANU--and established its economics department in 1962. He also
served as personal assistant to President Julius Nyerere. His managerial and
political skills led to successive appointments as commercial director of East
African Airways (1968-71), Tanzanian Ambassador to France (1971-73) and
General Manager of the Tanzania Food Corporation (IF) in 1974.

TFC had been established in 1967 by the House of Manji. an Asian-owned
group. which is a dominant confectionary manufacturer in the East African region.
The House of Manji retains a 38 percent shareholding, but It is prlmarily a silent
partner. When Mr. Faraji was appointed General Manager of TFC, he negotiated a
remuneration package which allowed progressive acquisition of shares, linked to
performance (10 percent of profits were converted into a personal shareholding).
He became managing director in 1983.

Running a major food corporation has not been easy over the past 16 years
in Tanzania. For a long time It was very difflcult to obtain foreign exchange for
Imported Inputs. Production of sweets had to stop because of the shortage of sugar
(80 percent of consumption requirements had to be imported). The foreign
exchange situation has improved since the onset of the World Bank-assisted
Economic Recoveiy Program which allows exporters to retain 35 percent of their
F.E. earnings.
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However, accelerating inflation and frequent devaluations have resulted in
an escalation of costs and difficulties in servicing foreign loans. Domestic funds for
investment or working capital have been very scarce. Domestic savings are low.
Negative interest rates on deposits have discouraged savers.

There are few trained mechanics in Tanzania. Mr. Faraji had to cal in a
retired Dutch engineer (paid by the Dutch Retired Executive Corp organization--
NMPD) to write a maintenance manual for his service engineers. On the other
hand, he has had no problems in recruiting unskilled workers and has used the
facilities of the East African Management Institute to train his management cadres.

Transport has been a big problem. The roads are bad because of inadequate
repair and maintenance. Vehicles are frequently damaged and spare parts are in
short supply. So distribution costs are raised and deliveries made uncertain.

Bureaucratic procedures are cumbersome. To export one has to see five
different Government departments and fill in fifteen forms, Mr. Faraji complains.
He is a member of the board of the Bank of Tanzania. which has a special
committee looking Into ways of streamlining procedures. The committee has been
meeting for three yearst

Mr. Faraji also pointed out the high tax burden. The top personal tax rate is
85 percent. Corporation tax is 50 percent. No import duty drawback is available
for exported products. The 1990 Investment Code offers only a modest three year
tax holiday for eligible investment projects. However, a recent Export Credit
Guarantee scheme has made it easier to get export finance.

Mr. Faraji speaks highly about the assistance received from his international
and domestic business partners and from APDF which assisted him in preparing
his expansion project. His agricultural estate operation is being well managed by a
Dutch Management Agency--working on a flat fee plus a profit-related bonus. The
Dutch aid organization FMO--has a 25 percent equity stake in this enterprise. His
machinery suppliers are quick to respond to technical problems if they arise and
keep him informed of new developments.

His food product wholesalers and retailers provide invaluable feedback on
consumer reactions and preferences. International financial institutions have been
very helpful, providing constructive criticism of his market projections when
appraising an investment project proposal. Coopers and Lybrand have offered
excellent accounting and auditing advice and services. Oxfam put him in touch
with a Swiss- technology development group--Technology for the People--which has
some interesting ideas on cassava-based food products. He intends to explore
these Ideas further. A sisal broker suggested a new packaging technique which has
proved to be effective.

Mr. Faraji's experience reveals a major paradox of Tanzanian development
over the past twenty years. A strict socialist ideology has been followed. Foreign
investors had their assets expropriated or were hounded out of the country.
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Small-scale indigenous entrepreneurs were discouraged and subject to a
multitude of controls. Public enterprises and state marketing organizations were
given monopolies.

Yet Tanzania has become increasingly dependent upon private firms to
provide practical solutions to its problems and to keep the wheels of the economy
running. Foreign aid agencies have increasingly become intermediaries for the
provision of equipment and professional services delivered by profit-oriented
private firms.

These ideological inconsistencies are being recognized and more pragmatic
policies are emerging. Marketing of sisal and tobacco has been liberalized.
Agricultural estates can now sell directly to customers. The monopoly of the
National Milling Company has been abolished and private investment in flour
production allowed, with the possibility of selling on the open market. If this
opening-up of the economy to market forces and private initiative continues, Mr.
Faraji may be joined by growing numbers of private collaborators and competitors
in the coming years.

14. Cotton Cultivation and Ginning

Mr. George Philip Morin - Malawi

Mr. George Philip Morin, aged 47, is an immigrant to Malawi of mixed
Mauritian/Mozambican origins. He owns Chigonamikango Estates Ltd. (CEL) which
grows tobacco and cotton and operates a cotton ginnery. The estate of some 700
hectares is located in the Bwanje valley area, not far from Lake Malawi, and is
farmed on a 99 year lease. Two other estates were incorporated into the business
in 1982 and 1987, adding 1300 hectares to the land under its control. The
ginnery commenced operations in 1989 and processed 9,800 tons of seed cotton.
Total group turnover amounted to MK1.7 million (US$664,000) in 1987. Over 400
workers are regularly employed by tenant farmers on the estates and in the
ginnery. Including casual laborers, his labor force reaches a peak of over 1,000
during harvesting periods.

Mr. Morin was born in Mozambique, one of nine children of a blacksmith.
He left school at 16 to become an apprentice in the Mozambican Railways
workshop. He qualified as a grade A craftsman and later became the service
manager and engineer for a private firm leasing earthmoving equipment. In 1978
he emigrated to Malawi and started his own firm--Punch Construction Equipment
Supplies Ltd. His father had died recently and he felt that he could make money
for himself, having successfully built-up an earthmoving equipment business from
which the owner had profited. He started with personal savings of MK13,000
(US$5,000) and a loan from the Commercial Bank of Malawi--using as collateral
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some old tractors he had bought and reconditioned himself. He began farming
shortly afterwards, leasing 20 acres from a tribal chief. He cleared the land with
his Punch construction equipment and planted burley tobacco and maize.

Soon farming began to occupy most of Mr. Morin's time. He progressively
increased the area of land under cultivation and diversified into cotton-growing
and flue-drying of tobacco. A large private textile company, David Whitehead Ltd.
(part of the Lonrho Group) decided to sponsor estate production of cotton by
prefinancing the crop and some thirty estates are now being assisted in this way.
David Whitehead is the major purchaser of cotton lint, requiring over 6,000 tons
per annum.

Mr. Morin's cotton program went well and his contacts with David
Whitehead and ADMARC (which buys cotton from smallholders) persuaded him
that there was considerable potential for a ginnery located in the central region of
Malawi. This would cut transport costs for seed cotton by two-thirds. By
encouraging smallholders to move into cotton-growing, it would help to raise rural
incomes in a region that is relatively underdeveloped.

Mr. Morin approached APDF for assistance in identifying the operating
parameters of the project, reducing the risks and obtaining funding for the project.
The U.K. Crown Agents were hired to advise on the choice of equipment. The
studies confirmed that there was a viable investment opportunity. Financing was
arTanged through the Commercial Bank of Malawi, drawing upon a World Bank line
of credit. A factory site was leased next to the railway at Salima, a provincial town
with electricity supplies, good road and rail connections to the main commercial
centers of Lilongwe and Blantyre and close proximity to Lake Malawi which could
be used to ship cotton from Northern Malawi. Good quality reconditioned ginning
equipment was imported from Greece. This equipment was installed by Mr.
Morin's own staff, in a factory also built by them under Mr. Morin's supervision,
thus reducing capital costs considerably.

The filrst season's operation of the ginnery was excellent. The tonnage
processed was much higher than anticipated as ADMARC became a major customer
(ginning smallholder cotton for export). He also met a large share of David
Whitehead's needs for textile production. 20 percent of Malawi's cotton
production was ginned in Mr. Morin's mill in 1989. A good proflt was also earned,
which is remarkable for the first year of a new project.

The prospects are so encouraging that an expansion project is already under
consideration, including the installation of high-density presses producing bales
for export. Farmers in the central region have taken to cotton growing with gusto.
The wide diffusion of beneflts are strikingly visible in cotton growing villages which
have busy, well stocked markets contrasting sharply with the moribund appearance
of village markets in non-cotton growing areas within the same region. Mr. Morin
helped to stimulate the growth of cotton production and incomes by providing
chemicals to smallholders, at his own expense.
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ADMARC has recently signed an agreement with, a large U.S private
company with major interests in commodity trading, to purchase its entire cotton
crop. With Cargill's marketing network and expertise behind it, sales of Malawian
cotton on world markets should expand. David Whitehead is also establishing a
spinning mill in Salima as part of its overall expansion plans in Malawi. It currently
exports 40 percent of its cloth production. Another company has plans to
establish an oil expressing unit in the town to process the cotton seeds.

Mr. Morin's experience is a good illustration of how an entrepreneur's eye
for a market opportunity, and his willingness to take determined action to exploit
it, can generate multiplier effects which beneflt a much larger community. It also
shows that there is ample scope for cooperation between domestic and
multinational private enterprises for their mutual beneflt.

15. Garments

Mrs. N.M. Glickman - Botswana

Mrs. Norah Mmonkudu Glickman, a 49-year old Botswana, is the owner and
managing director of Mopipi (Pty) Ltd., which manufactures knitwear, dresses and
school uniforms. It is located in Gaberone. Starting with two employees in 1973.
Mrs. Glickman now has an annual turnover of over half a million pula (US$300,000)
and a labor force of 65. Seventy-five percent of her production is exported. In
1986, the President of Botswana awarded her the Presidential Order of
Meritorious Service "for her contribution to Botswana development."

Mrs. Glickman was born in a village in Botswana. Her father was a small
farmer. She left secondary school at form three level to get married. At 27 she
went to South Africa to find work and was hired as a trainee and subsequently as a
knitting machine operator in a small clothing factory.

After four years, she decided to return to Botswana to start her own
business. Prospects in South Africa were limited for a non-South African citizen
with little education. She felt she had acquired enough experience as a machinist
and wanted to be independent. She had saved 200 rands, and the Botswana
Enterprise Development Unit (BEDU) gave her some advice and management
training and guaranteed a loan of 3,000 pula (US$1,700) from the National
Development Bank (NDB) of Botswana. She was also able to rent a factory shed and
sewing machines on a BEDU industrial estate.

By paying great attention to quality and finish, training her workers well,
keeping overheads low and ensuring prompt deliveries, Mrs. Glickman won the
confidence of her customers and expanded her business progressively. She bought
her equipment from the Industrial Sewing Machine Co. in Johannesburg which
acts as an agent for leading Japanese, German, and U.S makes. They have helped
in the training of operatives, responded quickly to machinery breakdowns and met
her spare part requirements promptly.
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Deliveries from a South African yarn mill have also been excellent. Her
shirting material comes from Malawi (David Whitehead) and cloth for dresses and
trousers from the Far East, through a middleman. The government supplies the
material for military uniforms and she charges for making them up. Government
contracts are put out to competitive bidding but they are profitable because
standard designs and large batches allow long runs and higher labor productivity.

All of Mrs. Glickman's workers are trained on the job, after an initial trial to
demonstrate their aptitudes. Most are mothers (many unmarried) and are very
reliable and hard working. She pays well above the statutory minimum wage for
the textile industry of 0.92 pula (US$0.52) per hour. She speaks very highly of her
workshop manageress who has been with her from the start.

F inance has been a constraint on expansion. "As a beginner, it's always a
problem. Banks don't know whether they will pour money down the drain," Mrs.
Glickman says. Bank managers in Botswana tend to be young and inexperienced
and avoid risks. She regrets that there is no venture capital facility in Botswana.
USAID has recently introduced a guarantee scheme for commercial bank loans to
indigenous entrepreneurs but her business is too big to qualify. "Penalized by
success!" To obtain orders for school uniforms she has to provide credit, and waits
up to 120 days to be paid. However, it is a secure market because it is reserved for
Botswana entrepreneurs, through government licensing.

This protection has a downside, however. A Swedish garment manufacturer
wished to enter into a joint venture with Mrs. Glickman. The Swedes did a
thorough study of her business and reported very favorably. Mrs. Glickmnan and her
managers were flown to Sweden for discussions and to have a look at the Swedish
garment industry (the trip was paid for by SIDA). Everyone was keen. But the
project fell through because of bureaucratic delays in approving an application for
incentives under the government's Financial Assistance Policy (FAP). The
Government may have had doubts about whether it wished to encourage foreign
investment in a sector reserved for Botswana citizens.

Nevertheless, Mrs. Glickman is pushing ahead with her expansion plans.
She proposes to appoint an independent Swedish textile designer, with
considerable experience in the garment industry in Africa and Europe, as a
director. She has also been in touch with a German textile consulting firm,
Consortex, which has agreed to provide the company a production manager. a
cutter and a machine maintenance manager to train Botswana technicians in
Germany, and to find customers in Germany. Discussions have been held with
Import agents in the U.K., Norway and the U.S. The prospects of firm orders are
good. European and American importers are looking for alternative sources of
supply because their traditional Far Eastern suppliers are hitting import quota
ceilings. Botswana has preferential access to the EEC under the Lome Convention.

Mrs. Glickman's products are recognized to be of good quality and
competitively priced. She has now received approval of FAP incentives, in the
form of capital, unskilled labor training and sales augmentation grants. These
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grants are projected to reach 2.2 million pula, based upon a declining percentage
of projected sales (8 percent in the first year, dropping to 2 percent in year
five). The amount of grants paid will depend on the actual performance of the
company.

With the FAP approval in her pocket, Mrs. Glickman commissioned a local
consultancy firm to prepare a feasibility study for an expansion project costing 1.7
million pula. A request for 1.3 million pula financing was submitted to the board of
the Botswana Development Corporation in April 1990. A decision is expected
shortly.

Considering Mrs. Glickman's excellent track record as an entrepreneur, the
steps taken to strengthen the design, technical and marketing components of her
business, and the growing interest of European garment importers in diversifying
their sources of supply, the outlook for Mopipi (Pty) Ltd. looks bright.

16. Knitwear

Mrs. Dorothy Jones - Botswana

Mrs. Dorothy Jones, 42, is following in Mrs. Glickman's footsteps in
developing Botswana's clothing industry. Her company--Designer Stitches--is
located at Lobatse, the third city of Botswana. It produces T shirts, aerobic
exercise clothing and swimwear. Starting production in her own house in 1985,
Mrs. Jones now employs 21 workers and had a turnover of 72,000 pula
(US$40,900) in 1989. She is exporting to Zimbabwe and South Africa and has
recently received an order from Finland.

Mrs. Jones is of mixed Zimbabwean/European origins. She was born on a
farm in rural Zimbabwe and was brought up by a single mother who worked as a
seamstress. She left school at 16, qualified as a nurse and then worked as a
hostess for a Botswana airline. Looking for something more challenging, she took a
secretarial course in her spare time and secured a position as a legal secretary with
a law firm. Her diligence and competence brought her promotion as Senior
Partner's secretary but she got tired of working for other people. The final push
came in 1985 when she found out that she was being paid less than inexperienced
white secretaries in the same firm. She had been dressmaking in her spare time
for friends and an industrial promotion officer in the Ministry of Industry
suggested that she establishes her own business. Many school leavers were looking
for jobs in the Lobatse area and few openings were available.

Mrs. Jones began Designer Stitches with a single sewing machine and a loan
of 1,000 pula (US$570) from a commercial bank. Orders came in and she soon
needed more space. The local council authorities and the FAP officer were very
helpful. A plot within an industrial zone was allocated and the National
Development Bank provided an eight year loan for a new factory building. A capital
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expenditure grant of 36,000 pula was approved, together with reimbursement of
80 percent of the unskilled labor cost in the first year. This labor subsidy declines
annually and is phased out after five years.

She bought her knitting machines from South Africa. The supplier has
taken her to visit swimwear factories and provided good after sales service. If a
problem arises, she just gets on the phone and they tell her what to do, or send a
mechanic. She would also like to buy her raw material from South Africa because it
is of good quality and cheap. But importers of clothing in Zimbabwe and
Scandinavia refuse to accept goods made from South African materials.

Mrs. Jones was not very complimentary about the work of national and
international trade promotion officials. They travel around the
world attending fairs at the public expense. They pick up samples to take with
them, but rarely provide any feedback or follow up afterwards. In her view,
subsidizing participation in trade fairs by manufacturers and exporters themselves
would make better use of taxpayers' money.

Mrs. Jones appreciates the support given by suppliers. A South African
textile mill introduced her to a large chain of supermarkets in South Africa
(Checkers). The mill supplies the cloth and Checkers pay her monthly on a piece-
rate fee basis. This cuts down her working capital requirement considerably. Lack
of working capital is now her major constraint. Her overdraft limit is low because
her bankers will not accept sewing machines as collateral.

Customers are generally helpful. Two Botswana wholesalers tell her about
the latest fashions and report on what is selling best at the retail level. She also
gets new ideas from fashion magazines. She has recently opened up a small shop
in Lobatse where she sells factory seconds and slow moving lines. The low prices
are well appreciated by the rural population and she reduces the cost of mark-
downs and stock financing in this way.

Mrs. Jones finds her workers excellent. She prefers to hire women with no
previous sewing experience so that they learn her ways right from the start. She
pays well above the minimum wage and turnover is very low. She once tried three
male machinists but they came in drunk one day and were dismissed. She sent
one of her supervisors to a course run by the Ministry of Industry. This was
advertised as training in production management, but it turned out to be on
computer-based financial management techniques, which was hardly appropriate.
Notwithstanding, she fully recognizes the need for improved training facilities.

The potential for further expansion in domestic and export markets is
considerable. The Botswana Government could help to promote garment exports
by persuading importing nations to adopt a more flexible stance on Botswana's raw
material sourcing. Or alternatively, it could introduce a duty drawback scheme for
imports from countries outside SADCC or the SA Customs Union. An adjustment
to the FAP to provide subsidies specifically earmarked for export promotion
activities (such as participation in trade fairs) would also be helpful.
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17. Tartning

Mr. James Kahiu - Kenya

Mr. James Kahiu, a 40 year old Kenyan, is the managing director of Bulleys
Tanneries which processes crust and wet-blue hides and skins for export and
produces finished leather for the domestic market. Bulleys operates mainly on a
contract fee basis, providing tanning services for hides and sklns trading
companies. Its revenue was KSh89 million (US$4 million) in 1989. Two Hundred
and fifty workers are employed. Four million square feet of hides and skins are
being tanned monthly.

Mr. Kahiu is a "financial entrepreneur" with twenty years' experience in the
financial sector, the last ten as group general manager of an investment company.
He has a personal financial stake in Bulleys but is also representing the interests of
its principal shareholder--City Consolidated Industries Ltd. (CCI). CCI is jointly
owned by three prominent Kenyan businessmen, His Excellency Mr. James Kibaki,
Hon. J.N. Karume and Mr. D. Ndegwe. The first two are holders of high political
offices. Their other business interests include tourist agencies and a lease hire and
hire purchase flnance house.

Bulleys has had a checkered history. It was founded by British investors in
the 1940s and built up a good reputation in European markets as the premier
tannery of Kenya. Majority control was acquired by a Dutch company in the 1970s
and subsequent financial difficulties forced it into receivership in 1982. The
receivers were able to maintain Bulleys as a going concern however. Legal
managerial responsibflity was assumed by an auditing firm, Peat Marwick, but two
former expatriate managers served as receivers and were able to retain the
confidence of its customers by selling Bulleys output through a separate trading
company. The receivers and the principal creditor, Standard Bank, agreed to
terms for a buy out by CCI in 1989. The transfer of ownership has been
implemented and a new managerial team is in place. Mr. Kahiu is the managing
director and another Kenyan, Mr. H.A. Awale, runs its marketing operations as
director of Bulleys Trading C. Ltd. Mr. Awale had previously served as purchasing
manager of Bata Shoes Kenya Ltd., a major footwear manufacturer. Bata had its own
tannery, so Mr. Awale is very familiar with the leather market and its needs.

Bulleys Tannery filustrates another mechanism by which indigenous
entrepreneurship is being strengthened and diversified in Africa. This mechanism
involves the acquisition of foreign-owned enterprises or assets by indigenously-
owned investment companies or holding companies, followed by the appointment
of local managers.
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In the Bulleys case, one of the former expatriate managers has been
retained as a consultant, so his expertise can still be tapped. Kenyan technicians
have been sent for training in European tanneries. This training is being partly
subsidized by a government training grant. The government is also supporting the
operation by providing a 20 percent subsidy of the FOB value of exports to
compensate for the import duties on tanning extracts, fungicides and pigments.

The company continues to perform well since the change of ownership.
Major overseas clients have been retained. The order book is healthy. The only
major cloud on the horizon is the need to modernize the effluent control
equipment. The Kenyan environment protection authorities are insisting on more
rigorous standards. But a modern effluent processing plant could cost KShl3
million. This would add 4-5 percent to unit costs which could not be passed on to
the consumers overseas. The sponsors have asked APDF to also assist in this phase
of the project. Should the principle--"the polluter pays"--be applied? Or should
Kenyan taxpayers or foreign aid donors foot part of the bill as their contribution to
the preservation of jobs and an improved global environment? This issue remains
unresolved.

18. Knocked-Down Furniture

The Pepera Family - Ghana

The Pepera family is a well known industrial family in Ghana with wide-
ranging commercial and industrial interests. The family interests began when Mr.
Kwabena Pepera established his own dry cleaning business. This led to a shirt
manufacturing enterprise (Universal Industries), under license to Van Heusen.
Further enterprises followed, including Industrial Materials and Equipment Ltd.
(which represents a number of European companies in the mining and railway
sectors), a company manufacturing women's lingerie, and Paramount Distilleries
Ltd. which manufactures drinks in a joint venture with Gilbeys Gin. Mr. Kwabena
Pepera also founded Leyland (Ghana) Ltd. which imports trucks and cars, and
Universal Printers and Publishers Ltd. which operates the third largest press in
Ghana, publishing educational and other texts.

In 1982, Mr. Kwabena Pepera acquired majority control of Scanstyle Mim
Ltd., a manufacturer of knocked-down furniture for export. Scanstyle employs 400
workers and had a turnover of US$3 million in 1989.

Mr. Pepera has six children, three of whom are involved in the running of
these enterprises. Paul Pepera, Managing Director of Scanstyle Mim Ltd. (SML),
studied economics at the London School of Economics and Law at Lincoln's Inn.
Michael Pepera, Deputy Managing Director of SML, read classics at Oxford and
subsequently accountancy at the University of Buckingham. Peter Pepera, who
studied at Imperial College in London, assists Mr. Pepera Senior in the running of
the other enterprises. Although Mr. Pepera Senior is closely involved in the
management of these enterprises, he is increasingly delegating day-to-day
responsibflity to his three sons. At the time of this study, he was undergoing a
cataract operation in London.
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The acquisition of Scanstyle Mim Ltd. in 1982 reflected the increasing
confidence of Mr. Kwabena Pepera. He had found his feet as an entrepreneur in
providing services for domestic consumers and then moved into the manufacture
of import substitutes (clothing and liquor) and the sale of imported equipment and
vehicles. These areas were the most logical choices for an indigenous
entrepreneur in the policy environment prevailing in Ghana during the 1970's and
early 1980's. Domestic markets were heavily protected. Even though incomes
were declining, there was still a good demand for clothing, drinks and foreign
technology. An overvalued exchange rate bestowed scarcity rents on those who
could obtain import licenses. Although doing business in these fields was often
frustrating, the move into the production of furniture for export represented a
challenge of a different order.

Scanstyle Mimn Ltd. had been founded in 1968 as a joint venture between a
Norwegian furniture specialist and a saw milling company (Mim Timber Co.) owned
by a Hungarian, long resident in Ghana. The aim was to use off-cuts from the saw
milling operations of the Mim Timber Company to make furniture parts for export.
In 1974 the Ghanaian Government announced its intention to take over "the
commanding heights" of the economy. Scanstyle Mim Ltd. was one of many firms
compulsorily acquired by the government at book value. The company operated at
a loss for some years before the new government of Flight Lieutenant Rawlings took
its first tentative steps to liberalize the economy and agreed to sel Scanstyle to Mr.
Pepera.

The first years were difficult because the plant was rundown and foreign
exchange was still scarce for replacement parts, glues, sandpaper and saws which
needed to be imported. The foreign exchange situation is now much easier as
Scanstyle is allowed to have its own foreign exchange account.

Customer confidence abroad had to be reestablished because the previous
public sector management had not been highly motivated and had allowed quality
and delivery standards to drop. After their entry into top management positions
within the company, Paul and Michael Pepera worked very hard to build up a
network of overseas agents with good relations with major European furniture
manufacturers. Scanstyle acts, in effect, as a sub-contractor to these firms. It
makes parts (particularly table and chair legs and table tops) to order. It accepts
only orders of a certain minimum scale in order to justify the setting up of
machines and to get economies of scale. Manufacture of knocked-down furniture
is competitive in Ghana, as long as lower wages and savings in transport costs are
not offset by higher machine costs or lower productivity. The Peperas plan to raise
productivity by introducing more up-to-date technology and are currently
preparing an investment project, with APDF assistance, with this purpose in mind.

A remaining problem faced by Scanstyle is the uncertain supply of good
quality hard woods. It has been trying for several years to obtain its own timber
concession with no success. Apparently, under the previous government,
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concessions within the Forest Reserve were handed out to ministers and their
cronies. Now there is concern about the depletion of forest resources and the
authorities are applying pressure on sawmlllers and manufacturers of wood
products to utilize secondaiy or lesser known species. However export customers
prefer the well known primary species, such as Odum, Afromosia and Redwoods.

Clearly, forcing manufacturers to change their species mix before the
market is ready would be counterproductive. A better solution would be to grant
concessions to established manufacturers like Scanstyle, who are in direct contact
with foreign furniture markets. They would have an incentive to husband their
resources. They could undertake reafforestation programs, while promoting the
sale of products made from secondary species. Scanstyle believes that if it were
given this opportunity, 50 percent of its timber use could be from species other
than Odum, Afromosio and Redwood within five years.

19. Rubber and Rubber Products

Mr. Fulgence Koffi - Cote d'Ivoire

Mr. Fulgence Koffi, a 55 year old Ivorian, is the President, Director General
and majority shareholder of two enterprises engaged in the rubber industry.
Pakidie S.A. operates a 2,735 hectare rubber estate producing over 4,000 tons
annually (about 7 percent of total Ivorian rubber production). Most of the output is
exported in granule form. Michelin in France is the principal customer.

Mr. Koffl's second enterprise, Macaci S.A., manufactures rubber products,
mainly latex mattresses. Turnover reached a peak of FCFA 564 million in 1985 but
has dropped since, due to the deteriorating economic situation in C6te d'Ivoire.

After gaining a diploma in rubber technology in Paris, Mr. Koffi began work
as a plantation assistant at the Pakidie plantation which was then owned by a
French group, SCOA. He performed well and quickly climbed the promotion
ladder, becoming successively Assistant Plantation Director, Plantation Director
and in 1974, Director General for both the Pakidie Plantation and SCOA's rubber
products factory, Macaci, which had been established in 1966.

In 1982 the family which owned SCOA felt that they had become diversified
into too many different flelds (there were at least 25 companies in the group).
They therefore decided to concentrate on their distribution activities and agreed
to sell a majority shareholding in Pakidie and Macaci to Mr. Koffl. Mr. Koffi raised
the capital required from personal and family savings and a loan from the Louis
Dreyfis merchant bank in Paris.

Under Mr. Koffi's ownership and direction, the plantation has continued to
prosper. Stronger links have been forged with its principal client Michelin who
have provided technical assistance for the further mechanization of latex
production. An Italian tire manufacturer, Pirelli, has been added to the list of
clients.
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Macaci encountered serious problems in recent years however, despite
strenuous efforts to modernize its technology and to flnd new markets. Sales of
latex mattresses were affected by three factors. First the number of French
technical assistants and expatriate management personnel serving in Cote d'Ivoire
dropped sharply. So there were fewer persons seeking new accommodation and
household furnishings than previously. Second, although the "Ivorisation" of
management brought increasing numbers into the higher income brackets which
constituted Macaci's main market, this process coincided with rapidly rising
inflation and declining real incomes in Cote d'Ivoire as a whole. Potential
customers had to manage their household budgets more carefully. Many chose
cheaper types of mattresses made from synthetic materials (polyurethane) rather
than from natural rubber. Third, a drop in government revenue and the need to
reduce the government's fiscal deflcit resulted in a cut back in the public
investment program. Fewer hospitals and hostels for nurses, student teachers, and
vocational school trainees were built. Consequently, fewer beds and mattresses
were bought.

The number of mattresses sold by Macaci fell from 6,660 in 1983 to 4,321
in 1989. Mr. Koffi has responded by exploring new markets with the assistance of
APDF. A techno-economnic and marketing study of a latex glove project was
undertaken by a firm of consultants, Development Finance Consultants. It found
that latex glove sales have experienced a global boom in recent years, following
Increased public awareness of the need for protection against infectious diseases,
particularly AIDS and viral hepatitis. Global demand is estimated to exceed 9
billion pairs annually. East Asian producers have been quick to seize this
opportunity and secured an estimated 72 percent of the U.S. market and 43
percent of the EC market in 1987.

This APDF sponsored study unfortunately reached pessimistic conclusions
about the prospects of Macact being able to break into this market on a profiltable
basis. The following factors mitigated against a viable project:

1. Limited equity flnance available to Mr. Koffl would restrict the scale of
production to below an optimum level.

2. Costs of production are relatively high in Cote d'Ivoire, particularly for water
and electricity and labor.

3. Transport costs from Cote d'Ivoire are high.

4. The market is very competitive and major buyers are tightening their
quality standards

5 East Asian producers have ample supplies of latex, low unit labor costs,
generous flscal incentives provided by their governments, and an
established reputation in the market.
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Nevertheless, Mr. Koffi has not abandoned the idea. He is searching for a
foreign equity partner with sufficient resources and technical know-how to set up a
plant on an appropriate scale. He is convinced that Ivorlan plantations have such
high yields of good quality rubber that other obstacles should be surmountable. A
more realistic exchange rate for the CFA franc would make Ivorian production
costs more competitive on world markets.

20. Printing

Mr. Patrick Moyo - Botswana

Mr. Patrick Moyo, aged 38, is in partnership with a fellow Botswana, Mr.
Barnabas Batsalelwang. They Jointly own and manage the Gaberone Printing Works
Ltd. which undertakes a wide variety of job printing and publishing contracts for
the government and private enterprises and individuals in Botswana. Mr. Moyo
looks after the printing side and contacts with customers. Mr. Betsalelwang
handles the accounts and administration. Established in 1978 with just 4
employees, the Gaberone Printing Works Ltd. now employs 87 workers and had a
turnover of 1.6 million pula (over US$900,000) in 1989.

Mr. Moyo was born in a village close to Gaberone. His father was a farmer
and agricultural demonstrator for the government. Mr. Moyo left high school with
a General Certificate of Education and started work as an apprentice for a firm
which sold and repaired office equipment, including offset duplication machines.
After completing his two-year apprenticeship, he stayed a further seven years with
the same firm as a technician. Durlng this time he did some small printing jobs
using repaired duplicators and realized there was a growing demand. There was
only one printing company in Botswana, and that was goverrnent-owned.
The rest of the work had to go to South Africa. Mr. Moyo had established good
contacts with potential customers through his offlce machinery employers. So he
felt the time was right to set up in business with a friend. Their initial capital was
a rebuilt offset machine and a 15,000 pula loan from the Botswana Enterprise
Development Unit (BEDU).

They began operations in a rented workshop owned by BEDU. The business
grew rapidly and they needed more space. A fifteen-year loan was secured from
another government-owned development finance institution for a factory building
and a plot of land was bought within an industrial area from their own funds.

Most of the printing machinery was imported from Germany and Japan,
through agents in South Africa. They were shown equipment in operation in South
African printing firms and selected relatively unsophisticated, trouble-free designs.
The agents are very cooperative when spare parts or technical information are
required. Imported paper and printing materials are readily available as there are
no foreign exchange restrictions on transactions within the S.A. Customs Union.
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Mr. Moyo is experiencing some difficulty in meeting his working capital
needs however. Work on big orders (such as railway timetables and tickets) can be
in-progress on the shop floor for up to two months and some customers are slow
in paying. Government departments and public sector organizations are
particularly bad in this respect, often taking 120 days to make payments. Mr.
Moyo finds that the overdraft limit set by his commercial bankers is too restrictive
and says that they do not understand his needs.

Mr. Moyo trains his printers and machine operators on the job. They are
quick on the uptake and reliable. Labor turnover is low because he pays well.
Demand for printing services is very buoyant because of the rapid growth of the
Botswana economy. At the outset there was some doubt in the expatriate business
community about whether Mr. Moyo and his partner were up to the task. But
consumer confidence was built up and they now have some 350 clients. They have
close working relationships with their clients, discussing in detail their
requirements and exchanging ideas about presentation. Visits to trade fairs and
readership of trade journals keep him up-to-date with developments in the
printing industry worldwide.

Mr. Moyo is very appreciative of the services provided by accountants and
professional consultants. Deloitte Haskins helped him to find a plot for his factory
and prepared cash flow projections when the building project was submitted for
financing. A former Deputy Minister of Labour, now a private personnel relations
consultant, did a good job preparing job descriptions and helped to rationalize his
personnel structure and introduce a performance-linked remuneration system.

Competition is increasing within Botswana. There are now five printers in
Gaberone and two in Francistown. Although Mr. Moya believes that stronger
domestic competition is healthy, he would like to see the government give some
preference to Botswana entrepreneurs for government purchases. Giant South
African printers are sometimes able to undercut them because of economies of
scale and the devaluation of the rand against the pula.

They are no longer receiving any assistance under the FPA and profit taxes
have gone up from 35 to 40 percent. However, Mr. Moyo looks to the future with
optimism. A dynamic economy undoubtedly gives a strong boost to an
entrepreneur's confidence. He is particularly enthusiastic about a new project to
publish the work of Botswana writers in their native language.

21. Metal Fumiture

Moatshe Dintwe - Botswana

Mr. Moatshe Dintwe, a 47 year old Botswana, is the proprietor of
Mosupatsala Engineering Ltd. which manufactures metal furniture for schools,
offices and kitchens. He started his business in a small shed in 1975, with two
young apprentices. He now employs 20 workers and has just negotiated a joint
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venture project with a Swedish company that will expand his labor force to over
100. Sales revenue is projected to grow from 300,000 pula in 1989 to 1.5 million
pula in 1992.

Mr. Dintwe was born in a village 30 kms. from Gaberone. After taking his
GCE, he went to Durban Polytechnic in South Africa and was awarded a diploma in
structural engineering. He worked as a production manager with a large South
African engineering firm (Krost Brothers) where he learned most of his production
engineering skills.

He returned to Botswana in 1975 to join a local company but after three
months he decided to set up on his own. In 1977, he heard that a World Bank-
financed education project was looking for suppliers who could build school
furniture to specification. He secured a contract and was able to move into larger
premises on a BEDU metal-working estate.

In 1983 Mr. Dintwe went to Sweden on a study tour sponsored by BEDU
and the Swedish International Development Agency (SIDA). He was impressed by
the efficient manufacturing techniques and designs used in the Swedish metal
furniture industry and conceived the idea of his current project. He obtained a
quotation for Swedish supplied machines and a suggested layout. But he was
unable to push ahead with the concept because he ran into a 'bad patch" in his
operations in Botswana. He lost some of his skilled workers who were "pinched"
by larger companies who paid higher wages. The construction industry was
booming and engineering skills were at a premium. He also had difficulty in
raising the funds needed for expansion and modernization. Most of his orders
caame from government departments who were notoriously slow payers. 'The
check is in the computer," they would tell him. His working capital was stretched
to Its limits.

However, with the cooperation of APDF and SWEDFUND, Mr. Dintwe made
contacts with Finnveden, an experienced Swedish company in this sector.
Subsequent negotiations resulted in a joint venture agreement. Finnveden is
contributing 20 percent of the equity and Swedfund a further 20 percent. A new
factory is being constructed on the Gaberone West Industrial Estate. This will
house a modern range of machines to cut, notch, punch, bend, form and weld steel
materials. Final painting will feature the latest powder-coating processes in order
to ensure the highest quality of decorative and functional appearance.

The total project cost is 1.5 million pula (US$850,000). Term financing has
been obtained from the Botswana Development Corporation, the National
Development Bank of Botswana and Swedfund. Under a technical agreement,
FINNVEDEN will provide detailed plant and equipment specifications, a
procurement service, a range of coordinated product line designs for kitchen
units, school furniture and office furniture and an on-site Operations Manager for a
period of two years.
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Competition in the metal furniture fleld is quite strong. There are now
thirteen manufacturers in Botswana. But with this injection of capital and Swedish
expertise, combined with Mr. Dintwe's own entrepreneurial and technical skills,
Mosupatsala Engineering should be well placed to move up-market into better
quality kitchen units and office furniture for which demand is growing rapidly.

The new project has full government support. It will introduce new skills
into the community and substitute for products currently being imported. Annual
foreign exchange saving is expected to be over $500,000 by 1992.

22. Pharmaceuticals

Professor Yapo Abbe - Cote d'Ivoire

Professor Yapo Abbe, a 47 year old Ivorian, is Dean of the Faculty of
Pharmacology at the University of Abidjan and promoter of a project to
manufacture and distribute intravenous solutions and other pharmaceutical
products in Cote d'Ivoire. He has been a major shareholder in a laboratory for
biochemical analysis and of an importing agency for pharmaceutical products since
1981. He also serves as a Deputy in the National Assembly.

Professor Abbe was born in a small town in Cote d'Ivoire. His father was a
planter. He took his doctorate in pharmacology at the University of Paris and
returned to join the Ministry of Public Health. He was promoted to the post of
Director of Pharmaceutical Services before accepting an appointment as a
Professor at Abidjan University.

As early as 1983, Professor Abbe had preliminary discussions with a French
laboratory, BIOLUZ (subsidiary of a Swiss pharrnaceutical company), about the
possibflity of producing intravenous solutions under license in COte d'Ivoire. A pre-
investment study was completed in 1986. The conclusions were favorable but
implementation was delayed by the need to raise capital. In 1988 APDF was
requested to reexamine the parameters of the project and to assist in identifring
and securing sources of finance. Market and feasibility studies were carried out by
two consultancy firms (one Ivorian, one French).

Negotiations took place with BIOLUZ, who agreed to become a technical
partner. BIOLUZ satisfies about 10 percent of the French market for intravenous
solutions and has developed a continuous production process using standardized
modules of equipment. Two of these production units have been installed
successfully in other African countries. The solutions are packaged in PCV pouches
which provide greater security for the patient (by eliminating air contamination).
They are lighter than bottles, and unbreakable. So production and transport costs
are reduced.

In 1988, Professor Abbe established a company - PHARMIVOIRE S.A. to
execute the project. Equity capital has been raised from 80 members of the
pharmaceutical sector in Cote d'Ivoire (mostly owners of drugstores and importers
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of pharmaceuticals). BIOLUZ has also subscribed to the share capital and will
Install the equipment, train management personnel in its laboratory in France and
provide technical and marketing assistance after operations have begun. A lease on
an existing factory building has been obtained. A long-term loan has been secured
from the Bank of Boston. Production is expected to commence at the end of 1990.

The total cost of the project is FCFA 509 million (US$196,000). 29 jobs
should be created and at peak production there will be a saving in foreign
exchange of FCFA 300 million. An internal financial rate of return of 20 percent is
anticipated. The project will bring about a transfer of technology which could lead
to the progressive development of a more diversified pharmaceutical industry in
Cote d'Ivoire.

23. Construction and Real Estate

Mr. Beneki Khtwa - Botswana

Mr. Beneki Khiwa, a 36 year old Botswana citizen, is the proprietor of
Francistown Builders and Property Brokers Ltd. which constructs schools and
houses and provides real estate services. Founded in 1986, it currently has over
100 workers on the payroll.

Mr. Khtiwa was born in a small village in the North of Botswana. His father is
a farmer. After completing a business studies course at the University of Botswana
at the age of 21, he joined Barclays Bank as a clerk. He moved up to the post of
instructor in their training school and subsequently became a branch manager.
While still with Barclays, Mr. Khiwa acquired his first business in 1984. This was a
combined restaurant and filling station. He raised capital by mortgaging his house
and obtained a loan from the Financial Services Company. The business is managed
by his wife.

A year later he started a small factory to make cement bricks. As a banker,
he was fully aware of the boom in construction stimulated by the rapid growth of
the Botswanan economy. He thought that brick production would be a low
cost/low technology means of getting a piece of the action. It also brought him
into closer contact with builders and their main clients.

More intimate exposure to the construction industry convinced Mr. Khlwa
that there was considerable scope in the building and real estate industries for
someone with financial flair and managerial skills. So he established his
construction and property brokerage company in the second largest city of
Botswana. It got off to a good start and began to occupy an increasing part of his
spare time. He therefore resigned from Barclays and has been running his
company on a full-time basis for the past three years. He recruited experienced
bricklayers, carpenters, plasterers and masons through personal contacts and
newspaper advertisements. Others have been trained on the job. Women
constitute a significant proportion of his labor force. He finds them hard working
and reliable.
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Senior office staff and on-site managers have attended training courses run
by the Botswana Confederation of Industry. He assesses these courses as being
"adequate". He has received some useful information from the Integrated Field
Services run by the Ministry of Commerce and Industry, including a self-help
manual on accounting and costing techniques prepared by the ILO specially for the
construction industry. In the main, however, he has drawn upon the professional
services of architects and building material suppliers which are readily available in
Botswana's open economy.

Mr. Khiwa has been able to execute some large projects for various
departments of government, particularly housing for the police and defense forces.
These projects have been profltable. But, like other entrepreneurs interviewed in
Botswana, Mr. Khlwa found the bureaucracy somewhat lethargic ("they do not care
about time'), resulting in delays in taking decisions about projects and in making
payments when completed. These delays have added to his working capital needs.
Lack of finance is a brake on the growth of his business (although he admits that he
has done pretty well in a short time).

Mr. Khiwa is currently discussing an expansion and diversification project
with the National Development Bank. This project would provide further finance
for his building activities and enable him to set up a stone crushing production
unit. With an extensive road building program underway in Botswana, there is a
rapidly growing demand for aggregate which is mostly imported from South Africa
at present.

Mr. Khlwa's case illustrates the positive impact that a liberal, dynamic
economy can have on entrepreneurial opportunities and achievements. Rapid
growth of demand enhances confidence and accelerates the learning process.
Entrepreneurs are encouraged to take on new challenges and their success adds
further momentum to the economy. Interaction between entrepreneurs and the
market becomes a self-reinforcing process that continues to boost growth of
employment and incomes. If this dynamism can take root in a country like
Botswana which twenty-five years ago had a traditional agrarian economy and low
educational attainments (a secondary school enrollment rate of only 3 percent in
1965), there is no reason why it could not be replicated in other African countries
which start out with more developed human resources. The key seems to be an
enabling environment that encourages free enterprise.

24. Trransport and Forwarding Services

Mr. Paul Lyimo - Tanzania

Mr. Paul Lylmo, a Tanzanian citizen, is in his mid-forties. He is a successful
private entrepreneur with considerable political skills. He has built up a
diversified group of companies engaged in freight transport, forwarding and
shipping services, coffee farming and restaurants, while at the same time serving
as a director of a major government-owned enterprise - State Hotels Corporation.
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Mr. Lyimo left secondary school to become an articled clerk with an
accounting/auditing flrm. He worked in their Nairobi office for a time before
joining a German forwarding agency to open up its Dar Es Salaam branch. After
three years he was able to become a partner with a 51 percent shareholding (at a
time when foreign companies were being taken over by the state). He moved into
freight transport when he saw an opportunity to get involved in some major public
investment projects. His big break was to secure a contract for the transport of
construction materials to the site of a World Bank-flnanced pulp and paper mill.
This contract proved to be profltable. With further similar contracts from the
government, Mr. Lyimo was able to build up a fleet of 65 trucks. In the meantime
he had bought a 1,000 acre coffee farm (during a period when small farmers were
being relocated into villages and collectivised into agricultural "cooperatives') and
taken over a well-known restaurant in Dar Es Salaam. The restaurant has helped to
widen his political contacts. These contacts are indispensable in a centrally
directed economy. Opportunities for private entrepreneurs depend greatly on
their ability to obtain licenses and government contracts.

Mr. Lyimo is currently developing a major project to integrate his freight
forwarding and customs clearance activities (Tanfreight Ltd.) with his road haulage
business (Project Transport Services Ltd.) and to expand and modernize his fleet
of trucks. The main aim is to penetrate the potentially lucrative intemational
transit trade through Tanzanian ports from neighboring countries--Zaire, Burundi.
Rwanda, Uganda, Malawi and Zambia. In addition to conventional freight traffic
(exports of raw materials and agricultural produce and imports of machinery and
consumer products), Mr. Lyimo hopes to break into the market for the transport of
liquid fuel by using flexitanks.

Flexitanks are sealed bags made from rubber or plastic materials which are
designed to flt exactly the internal dimensions of an ISO 20 ft. container. They
can be used for transporting non-hazardous liquids in bulk form and are an
alternative to the tanker truck (or railwagon) or the fixed tank container. They
have been developed as a cheaper alternative to these. Lower costs can be
achieved because the container can be reused for the return trip after the flexitank
has been deflated and stored. However, if the flexitank is used for foodstuffs or
degradable products it must be cleaned after use. Great care is required to avoid
damage to the bag. Nevertheless, Mr. Lyimo believes that this new technology will
lower capital investment requirements, reduce operating costs and increase the
flexibility of his transport business.

A pre-investment study conducted by Bertlin and Partners also concluded
that there were good prospects for the expansion of transit transport operation
along the Southern Corridor from Dar Es Salaam to Malawi and Zambia. A number
of recent policy changes should have positive effects on trade flows. These
changes include a freer operating regime for road haulers within Tanzania, more
efficient working in Dar Es Salaam port, improved relationships between Tanzania
and her neighbors and the development of the Preferential Trade Area (PTA)
encompassing neighboring countries. A key new factor is the possibility for
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enterprises engaged in non-traditional activities, including international transit
transportation, to retain 50 percent of overseas earnings, in foreign exchange, in
trusteeship at the National Bank of commerce. In this way, automatic access is
provided to foreign exchange without the need to apply to the Allocation
Committee. The major beneflt of the scheme is that it facilitates the acquisition of
spare parts and the expansion of fleets without time consuming approval
procedures (and without the exercise of political discretion). So entrepreneurs
are freer to make their own decisions.

Assuming a continuing liberalization in Tanzania and neighboring
economies, the transport sector should be able to contribute significantly to
renewed economic growth. Mr. Lyimo is well placed to participate and benefit. So
would more than 5,000 private road transport companies registered with the
Central Transport Licensing Authority. However, a major problem for road
transport in Tanzania is the poor quality of the road infrastructure. The result is
very low driving speeds and high levels of vehicle damage, especially during the
rainy seasons. If the government devoted more of its time and resources to
infrastructural development, and showed greater confldence in the market and
private enterprise in other sectors, economic recovery could be accelerated.

25. Tourism

Mr. John Michuki - Kenya

Mr. John Michuki, a 58 year old Kenyan, is the principal shareholder and
managing director of Fairview Investments Ltd. which has diversifled interests in
agriculture (coffee, barley and wheat), manufacturing (shoes), real estate and
tourism. Established in 1971 with 20 employees, Fairview Investment now has a
group labor force of over 400. It is presently engaged in the construction of a
luxury hotel and golf course on the outskirts of Nairobi.

Mr. Michuli was born in a small town in Marange district. His father was
the District Chief and administrator. After passing his Higher School Certificate
and spending a year at Oxford University, Mr. Michuki joined the British Colonial
Administration (before Kenya's independence) as a clerk in a local district office.
Promotion came rapidly and he served successively as an Assistant in the
Community Development Department (1955-57), Administrative Officer in
Provincial Administration (1957-60), District Officer (1960-62) and District
Comrnissioner (1962-63). He transferred to the Kenyan civil service after
independence and became Permanent Secretary of the Treasury in 1965. He held
this post until 1970 when he was asked by President Kenyatta to establish and run
the Kenyan Commercial Bank (KCB). During his period as Chief Executive of KCB
(1970-79) its proflts increased from KShO.5 million to KShl20 million. He
resigned from KCB in 1979 to go into politics and to concentrate on his private
business affairs.
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Mr. Michuki's major current project is the establishment of a 130-bedroom
five-star hotel with country club facilities, including a 18 hole international
championship standard golf course designed by a leading British golf course
architect. The total cost will be K.Sh. 226 million (US$10 million), of which
KShl20 million is being financed--Nairobi Golf Hotels (Kenya) Ltd.--has been
incorporated. Fairview Investment Ltd. has a 51 percent shareholding. APDF
prepared this project for presentation to the financial institutions and assisted the
sponsors in negotiating the necessary financing.

Construction of the hotel is well underway. Hand-dressed stone and
indigenous timber is being used. The golf course is being laid out in a beautiful
wooded area in rolling countryside, bounded by two rivers. Negotiations have
already begun to hold an African Masters Golf Tournament at the site in 1991 or
1992, with international television coverage. An expatriate chartered surveyor,
with 30 years experience in property and construction in East Africa, has been
appointed Project Manager.

Abercrombie and Kent (A&K), an American tourism cornpany, have agreed
to undertake the management of the hotel and club facilities and to become a
shareholder in the venture. A&K's safari tours were started in Kenya in 1962. In
the 1980s, the growth of A&Ks leisure products accelerated and specialist
holidays were developed in many countries throughout the world. From the start
they have focussed on the top end of the tour market, concentrating on the
international traveller seeking individual holidays. A&K provide personalized
service for individuals and groups wishing to travel to prestigious destinations.
A&K arranged tours and safaris in Kenya for over 15,000 tourists last year.
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