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EXECUTIVE SUMMARY 

1. 	 Scope of Work
 

The 	 scope o1the consultant's work was outlined in USAID/Washington telex 

1986 to the USAID mission in Banjul as follows:
of February 13, 


to review Economic Recovery
"(a) Held meetings with MOF, NIB and others 


divestiture
Program and discuss recommendations and priorities of 


task 	force;
 

GPMB 	 to assess latest financial information and determine(b) 	Focus on 


scope of proposed performance contracts with IRBD/IMF;
 

(c) 	 Conduct cost/profit center analysis of GPMB major components ground­

tonuts, rice, fertilizers, cotton, vegetable oil, imports) in order 

for breakup and subsequent divestiture;
evaluate opportunities 


(d) Prepare short term GPMB privatization plan including nature of
 

tasks to be performed, types of specialized technical assistance
 

involved in implement­required, and approximate cost/time schedule 


ing the plan;
 

Undertake preliminary evaluation divestiture opportunities and with­(e) 


in 	trip timing constraints."
 

in the Gambia from February 24th until
The 	consultant stayed Banjul, 


to the evaluation of divestiture opportunitiesMarch 15, 1986. 	 In addition 

within GPMB, the consultant was requested by the Program Officer of the USAID 

and the Repairmission to evaluate two projects, namely the Yumdum sawmill 

and Maintenance 	 Center for Government owned vehicles, trucks and heavy equip­

ment. The Consultant's observations on these two projects have been 	 incorpor­

ated 	into this report.
 



2. Summary of Findings
 

(A) The Gambia Produce Marketing Board ("GPM3") which exports oilseeds
 

to Western 
Europe account for a substantial share 
of export earnings.
 

GPMB's profit corresponds to the spread between 
its total costs, i.e.,
 

producer price plus 
waste, storage, haadling, overhead, export 
tax/ship­

ping charges and the world price for oilseeds. If t'Le 
spread is favorable,
 

GPMB earns a profit which is credited to its capital namely 
its general
 

and price stabilization reserves. 
 Initially aud until the late 
seventies,
 

GPMB was profitable and built substantial reserves. However, over 
the past
 

eight years, GPMB has 
invested in a costly depot program, financed govern­

ment funds and government sponsored projects hotels,
(banks, utilities,
 

etc...) and has supported the Gambia Cooperative Union ("GCU") whose members
 

account for 80 percent of 
the groundnut crop. This support has 
not re­

sulted in the higher production of groundnuts, cotton and 
rice. Addition­

ally the government required GPMB to 
pay large subsidies to farmers 
(ferti­

lizers, rice). At same
the time, the government has decided to 
increase
 

the producer price. Over 
the past four years, the producer price has
 

doubled but world prices 
have not followed suit. 
 Thus, GPMB's financial
 

condition is characterized by negative working capital, 
thin reserves and
 

considerable short 
term indebtedness 
to the Central Bank. Operationally,
 

GPMB evidences excessive 
 redundant
assets and personnel, a characteristic
 

typical of most 
 public sector enterprises ("PSE") the
around world.
 



(iii)
 

the public sector including the possi­(B) The dialogue for the reform of 


ble privatization of some of the components of the major public sector en-


GPIB has The discussion is still at an early
terprises such as started. 


stage and has been prompted by the International Bank for Reconstruction
 

("IRBD') and Development and the International Monetary Fund ("IMF"). The
 

granting of additional credit facilitiec to the Government of the Gambia
 

("GOG") by IBRD and IMF will be conditional inter alia upon the implemen­

tation of performance contracts involving GPMB and other major public sector 

spite pressure, theenterprises by October of this year. In of this con­

sultant did not detect any serious commitment to this approach among Govern­

the senior staff of Thement and GPMB officials. The only exception was 


National Investment Board ("NIB") responsible for monitoring the performance
 

of the public sector: NIB's activity would be greatly enhanced when per­

formance contracts are implemented;
 

(C) The Joint USAID - COG sawmill project, located at Yundum, is not
 

operating satisfactorily. USAID has provided equipment and technical
 

cost of which
assistance valued at U.S. $200,000 to this project the total 


U.S. In an obvious demand for
has been estimated at $800,000. spite of 


lumber products, the project is operating well below its breakeven point on
 

account of inadequate power supply, insufficient fuel allocation by GOG;
 

unavailability of spare parts, poor maintenance. These operating diffi­

culties are compounded by the absence of qualified management.
 



(iv) 

(D) The USAID sponsored automotive maintenance and repair center, located
 

at Kotu is expected to be turned 
over to GOG before December 1986. As ob­

served in most developing countries, substandard maintenance grounds the 

Government fleet of vehicles, trucks, tractors and heavy public works equip­

ment. USAID has spent U.S. $6.4 million in facilities, equipment and techn­

ical assistance. USAID funding is running out. When the project is turned 

over to GOG, two key components will be missing -- namely, an adequate in­

ventory of spare parts and appropriately trained technical and management
 

staff.
 

3. Outlook
 

(A) The Dialogue for the Reform of the Public Sector must be broadened
 

so that COG top echelon gets truly committed to this idea and convey its
 

commitment to the working staff. The consultant is convinced that the most
 

effective manner to pursue this dialogue is to approach the problem system­

atically for all PSE's. This systematic approach was adopted in Korea in
 

1984 for the control of government invested enterprises. The consultant 

recommends a similar approach with respect to 
the Gambia. There exists an
 

urgent need for a Presidential Task Force for the reform and coordination 

of all PSE's ("PTF-RC-PSE") and for the 
definition of common guidelines,
 

pertaining to the management by objectives of all PSE's so that a meaning­

ful and impartial comparison between targetted and actual results may 
be
 

undertaken by PTF-RC-PSE at the end of each fiscal year and may lead to 

appropriate rewards or sanctions. The consultant believes that this type of 

legislation represents the cornerstone for the implementation of management
 



(v) 

accountability within PSE's and the eventual privatization of 
some of their 

components. This legislation would greatly facilitate the negotiation and 

finalization of performance contracts involving GPMB and other PSE's. The 

legislative process should be completed by year end. Technical assistance
 

for this process would require the cottribution of an economist and a legal
 

counsel experienced in public sector legislation for total of man/a five 

months between May and July 1986. The estimated total cost of this effort
 

would be U.S. $85,000.
 

(B) The Privatization of CPMB as 
a whole does not appear to be feasible
 

for the following reasons:
 

o 	Opposition by GPMB higher management and limited support by GOG,
 

o 	GPMB's financial condition which is 
akin to bankruptcy,
 

o 	Unprofitability of several GPMB's activities 
(briquette factory
 

and inefficient oil crushing plant),
 

o 	Likely lack of interest by Gambian investors due to magnitude
 

of investment and high risks resulting from uncontrollable vari­

ables such as producer price leve', insignificant world market 

share.and uncertain outlook for international groundnut prices. 

Import trading and re-export activities are more lucrative and 

entail far less risks, 

o 	Limited size of Gambian oilseed crops is not sufficient to 

attract most international commodity traders (Unilever and others 

withdrew from this activity in the seventies),
 



(vi) 

o 	 Perpetuation of GPMB and other PSE's for the foreseeable future 

through the implementation of performance contracts, 

o 	 Special and highly politicized relationship between GCU and 

GPMB. As long as the fate of Gambian agriculture is controlled 

by GCU and as long as GPMB supports GUC, the privatization of
 

GPMB will remain an elusive goal.
 

(C) At the same time, some of GPMB components can and should be priva­

tized. The objective should be to privatize selected components as much 

and as frequently as possible. When this process is completed, GPMB's 

activity will revolve around the successful marketing of oilseeds on the
 

world market, the build up of adequate reserves and the stabilization of
 

the local rice market through buffer stocks. The consultant believes that 

partial privatizations of GPMB could be implemented through several techni­

ques, namely:
 

(i) 	 The break up of the de facto monopoly granted by GPMB to GCU 

for the distribution of fertilizers and seeds. Private traders 

should be allowed to participate in this activity so that the needs
 

of 	 the farming community for these inputs would be better served; 

(ii) 	 The further freeing of crop purchasing to include cotton which
 

is currently undertaken by GPMB and CGU;
 

(iii) The use of arm's length relationship management and/or lease 

contracts for the anshelling (decorticating) of groundnuts and cotton 



(vii) 

ginning. Should the lease route be preferred in the case of the
 

cotton ginnery, the rental rate would have to be based on part of the 

depreciation and interest charged on account of the low supply of 

cotton and plant capacity utilization; 

(iv) The sale of certain components to private investors. A case in 

point would be the sale of the rice milling plant at Kaur. Grain/ 

rice milling is generally a profitable activity around the world. 

Furthermore, rice milling should be encouraged at the sub-regional or 

even village levels. Small privately owned mills are in evidence in 

other parts of Africa and contribute to transportation cost savings; 

(v) The elimination of certain departments within GPMB such as the 

construction and maintenance department: Electrical, carpentry,
 

plumbing maintenance or repair work could be contracted to private 

operators. Furthermore, GPMB competes with other manufacturers of 

concrete blocks. It is proposed that the assets for the production 

of concrete blocks be sold to private investors. An alternative 

would thd leasing of these facilities to an edisting operator with 

an option to purchase clause.
 

The cost of technical assistance in connection with the privatization of
 

GPMB has been estimated at U.S. $170,000. It would include an audit of 

GPMB personnel, the technical evaluation of GPMB processing facilities
 

and the assessment of the marketing performance of GPMB, Ltd., the sales
 



(viii)
 

and marketing subsidiary located in the United Kingdom. Except for the 

personnel audit which should be completed in the fourth quarter of 1986
 

in order to comply with IRBD/IMF requirements, the other Investigations
 

would take place after October 1, 1987, that is after all the mechanisms 

for the reform of PSE's are in place.
 

(D) Privatization appears to be the only effective way to resolve the
 

current crisis situation at the USAID Sponsored Sawmill Project. The dia­

logue has already started with the Secretary of the Forestry Department and
 

should be pursued without delay. A seven year lease contract with a quali­

fied private operator would include an option to purchase and the formal 

commitment by GOG to provide for free access to forestry resources and
 

adequate fuel allocations. No technical assistance has been planned for
 

this project but estimates could be provided upon request.
 

(E) At this stage, there appears to be a limited role for the privatiza­

tion of the Kotu auLomotive maintenance and repair center. The first pri­

ority is to coordinate donor activities so that the Center can be operated 

with a vital spares parts inventory of adequate size and with the assis­

tance of a nucleus of qualified managers/advisors. In two years time, 

privatization may be practical and special attention should be paid to 

maintaining acceptable standards of service and a reasonable allocation of
 

work between public and private sector vehicles.
 

(F) 	 The above privatization opportunities may be summarized in a tabular
 

form as follows:
 



(ix) 

ORGANIZATION PROPOSED PRIVATIZATION TIME HORIZON 

GMPB Lreak up GCU Monopoly for 
inputs distribution 

Within 18 months 

GPMB Open cotton purchasing to 

to Private traders 
Within 18 months 

GPMB Management contract -
decorticating of groundnuts 

Within 18 months 

GPMB Lease contract 
Cotton ginnery 

- Within 18 months 

GPMB Sale of assets - Rice 
milling plants and encourage 

local rice milling 

Within 18 months 

GPMB Sale of assets -
Concrete blocks equipment 

Immediate 

GPMB Elimination of construction 

& maintenance department -
Contracting of outside services 

Immediate 

Yumdum 
Sawmill 

Lease contract with qualified 
private operator with option 
to purchase 

Immediate 

Kotu Automotive 
Service Center 

Sale of assets or management 
contract with qualified 

private operator 

2 years following 
start of operations. 

Feasibility study 
required 



SECTION 1 - THE GAMBIA PRODUCE MARKETING BOARD
 

1.1 GPMB's Responsibilities
 

GPMB was established in March 1973 "to provide for the regulation and con­

trol of the marketing and export from and import into The Gambia of produce and 

for matters connected there with and incidental thereto." GPMB is an autonomous 

public enterprise whose main responsibilities may be summarized as follows: 

1.1.1 	 Purchase Gambia produce (groundnuts, groundnut oil and cake,
 

paddy rice and milled rice plus palm kernel, cotton, maize,
 

sorghum and millet) only through appointed licensed buying agents
 

and licensed buyers whose license is subject to the approval of
 

the GPMB Board of Directors for each season;
 

1.1.2 	 Appoint annually a number of designated collection places
 

("seccos") as exclusive buying stations where the produce may be
 

cleaned, weighed, bagged and purchased by licensed buying agents
 

or housed buyers: 

1.1.3 	 Sell produce on an exclusive basis and do all things necessary
 

for and 	 in connection with the sale, export, import, shipment 

and storage of produce;
 

1.1.4 	 Sell or supply on credit to producers inputs such as seeds and
 

fertilizers;
 

1.1.5 	 Establish annual producer (i.e., gate farmer) prices for the
 

products mentioned above;
 

1.1.6 	 Establish and maintain general and price stabilization reserves
 

from the proceeds of produce sales;
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1.1.7 	 Borrow funds for operating purposes;
 

1.1.8 	 Invest funds in Government bonds/funds and buy/sell securi­

ties and 	shares in companies, 

1.1.9 	 Keep acdounting records in conformity with generally accepted
 

standards and publish audited annual reports to be laid before 

Parliament:, 

1.1.10 	 Collect export taxes on all produce exported from the Gambia 

and transfer such funds promptly to the Ministry of Finance 

("MOF" ); 

1.1.11 	 Pay MOF a tax equivalent to 2 percent of the annual sales turn­

over;
 

1.1.12 	Receive grants from the government of the Gambia ("GOG"); and
 

1.1.13 	 Pay subsidies and effect other transfers of money as directed 

from time to time by GOG. 

The Constituent Act, a copy of which may be found in Exhibit I, contains 

many detailed provisions defining and controlling GPMB activities. This is
 

hardly surprising since GPMB plays a predominant role in the Gambian economy.
 

Groundnut products marketed by GPNB account for 85 percent of the export revenues 

generated by domestic products and 16 percent of total export revenues including 

re-exports. 

1.2 	 Significant Developments Since the Creation of GPMB
 

Over the past thirteen years, several developments have taken place and 

impacted 	upon the structure and/or operations of GPMB as follows:
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1.2.1 

1.2.2 

The steady decline in the size of the groundnut crop to an 

annual level of 130,000 to 150,000 tons in the 70's to 80 -

100,000 tons since 1980 and expected to reach an all-time low of 

48,000 tons in 1985/86; 

The mixed and disappointing results of the agricultural diversi­

fication program as evidenced by the following figures: 

(Crop in tons) 


Rice 


Palm Kernels 


Cotton 


1974/75 1982/83 

736 2726 

1523 612 

272 2405 

Results 	for these crops have consistently been below expecta­

tions. 	 The gap was especially wide in the case of rice when 

crops of 10,000 tons or better were forecast for the 80's. The 

shortcomings of the domestic rice crop have caused a sharp rise
 

in rice 	imports from 17,000 tons in 1q74/75 to 34,000 tons in
 

1982/83.
 

1.2.3 	 The preponderance of the Gambia Cooperative Union ("GCU") in
 

the marketing of agricultural inputs (seeds and fertilizers)
 

and the 	 purchase of the above mentioned products on GPMB's be­

half. In 1982/83, GCU was the sole distributor of inputs and
 

accounted for 80 percent of the produce purchases as compared
 

with less than 50 percent in 1974/85. With the encouragement of
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the government following independence CCU gained momentum
 

and in the late seventies the expatriate (British and French) 

trading houses 
ceased their activities as GPMB's licensed buy­

ing agents. Produce purchasing has become concentrated around 

GCU and a couple of Gambian traders of Lebanese descent. How­

ever, the lack of competition made it necessary for GPMB to 

appoint licensed buyers in 1981/8 2 in order to improve the 

overall performance of the purchasing network;
 

1.2.4 
 The downward trend of groundnut crushing operations as a con­

sequence of reduced groundnut production and the decision by 

GPMB to export a lesser proportion of finished products (oil and
 

cake). In 1974/75, the output of finished products was 
56200
 

tons or 41 percent of the volume of purchased undecorticated 

groundnuts. 
In 1982/ 83, the output of finished products was
 

39,175 tons or 31 percent of purchased undecorticated groundnuts; 

1.2.5 The concomittant decision by local trading farms (Massri and
 

Mahdi) who had established and operated the two oil mills for 

several years prior to 
1973 to terminate their involvement in
 

groundnut processing and sell their mills to GPM4B in the late 

seventies;
 

1.2.6 
 The processing by GPMB of commodities other than groundnuts,
 

i.e., cotton ginning and the milling of paddy rice;
 

1.2.7 The construction of 10 modern depots around the country to im-


Drove the rollection. ,torage and evaculation of qroundnuts 
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based on the assumption that the crop would average 175,000
 

tons in 	the eighties;
 

1.2.8 	 The modernization of the decorticating and oil processing mill
 

at Denton Bridge nlar Banjul including conveyors, power gener­

ation and related equipment; 

1.2.9 	 The involvement of GPMB in river transportation operations for 

the hauling of groundnuts to Banjul for processing and expor­

tation;
 

1.2.10 	GPMB's role as supplier of operating funds to GCU and as investor
 

in government bonds and/or funds as well as government owned 

agricultural banks, citrus processing facilities, hotels and
 

public utilities. Most of these investments were made during the
 

late seventies and early eighties when the GOG policy was essen­

tially 	development oriented; 

1.2.11 	 The use of GPMB by COG as fiscal agent for the payment of sub­

sidies covering fertilizer and rice distribution as well as local 

sales of groundnut oil. These subsidies were reportedly termi­

nated at the beginning of fiscal year 1985-86. 

1.3 	 Summary Assessment of GPMB's Operating Performance
 

The following evaluation is based on available information and visits to
 

some GPMB facilities and interviews with GPMB personnel: 

1.3.1 	 GPMB has become a very complex organization by West African 

standards. It employs approximately 1200 people at all levels, 



-6­

coordinates the purchasing, processing and marketing of no less
 

than eight product lines in the Gambia and worldwide and operates 

the Gambia River Transport Company. It manages a sizeable port­

folio of loans and investments, covering several sectors of 

the economy and it has become a transfer agent used extensively
 

by the government.
 

1.3.2 	 The organizational characteristics of GPMB are those of a highly
 

centralized decision making power with limited delegation of 

responsibility and confused internal communications and reporting 

relationships.
 

1.3.3 	 GPMB appears to be an organization without a clearly defined 

mission and clearly understood operating objectives. The main 

activity namely the marketing of tropical commodities throughout 

the world and the building of price stabilization reserves has 

become diffused. GPMB has become a tool of economic development 

policy and its resources have not been used in the most cost 

effective manner by the government. Additionally, the government 

has used GPMB increasingly for the payment of subsidies to
 

farmers 	(fertilizers and rice) and GPMB reserves have been
 

depleted;
 

1.3.4 	 Strategic planning has not been the hallmark of GPMB management
 

as evidenced by the three following examples:
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(i) The costly program for the construction oC depots and re­

lated facilities - 38,000,000 Dalasis spent between 1974 

and 1983 - has resulted in underutilized and ill coordinat­

ed facilities. For instance, the new GPMB depot located at 

Kwinella (Western Division) and well equipped with an auto­

matic weighing scale, conveyor belts and a storage capacity 

of up to 5500 tons will be largely unused this year due to 

the low level of groundnut crop and has been largely under­

utilized since its construction. The situation is generally 

identical in the other depots although the rate of utiliza­

tion varies from one installation to the other. However, 

with a total storage capacity oi 45,000 tons, the turnover 

ratio of these installations for the period 1981-84 has 

averaged between 1.80 and 2.20. This year, with a ground­

nut crop of 48,000 tons and with the assist of local rice, 

palm kernels and cotton, the turnover is expected to reach 

1.20 maximum. The underutilization of these assets preoc­

cupies GPMB higher management. Furthermore, the absence of
 

adequate storage facilities at the Denton Bridge decorti­

cating and oil milling plan which makes the open air stor­

age of up to 800 tons of groundnuts necessary, casts seri­

ous doubts as to the geographical distribution and location
 

of some depots.
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(ii) The current modernization program of the old expeller oil 

mill also cast some doubt about the depth of the capital 

budgeting process within GPMB. 
 Between 1981 and 1984 at
 

least 3,000,000 Dalasis were spent on the modernization of 

the old expeller oil mill. It should be noted that with
 

the exception of fiscal year 1983/84, the oil and cake trad­

ing account has shown a long series of deficits. This is 

not surprising since the capacity of the mill (60,000 tons) 

has been utilized at a rate not exceeding 50 percent since 

1975. The decline of the groundnut crop is partly respons­

ible for the reduced level of crushing operations. Other 

factors have led to this reduction namely the relative cost 

inefficiency of a small expeller mill as opposed to a sol­

vent extraction mill which yields more oil per ton of
 

groundnut and the concomttant unfavorable cost/price re­

lationship of oil and cake vis a vis decorticated ground­

nuts. For instance, in early February of this year, GPMB
 

earned 995 Dalasis per ton of exported oil as compared with
 

1973 Dalasis per con of exported groundnuts. GPMB esti­

mates the trading profits for groundnut oil and decorticated 

nuts on a monthly basis. The estimates provide the basis 

for the determination of the tonnage to be crushed. The 
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justification for the modernization of the oil 
 ill is the
 

alleged decline of oil crushing operations in Europe and 

the hope by GPMB management to eventually recapture some 

market share. This hope appears to be ill founded especi­

ally in view of the large build up of solvent extraction 

plants in Western Europe during the seventies. For all 

these reasons, the justification of the current moderni­

zation program of the existing cost inefficient facility 

does not appear too convincing.
 

(iii) The scale of other GPMB processing facilities does not re­

flect much depth in the tnternal capital budgeting process. 

For instance, the cotton ginnery with a stated capacity of 

10,000 tons will probably be never utilizied at normal rate 

of capacity utilization. The facility stands idle for at 

least 9 months each year. The cotton crop would have to at 

least double in order to reach an economic level of capa­

city utilization. GPMB's rice milling capacity of 13,000 

metric tons also far exceeds the supply of the local crop 

rice production which reached an all time high of 7900 tons 

in 1980/81, allowing for a 61 percent rate of capacity uti­

lization. However, rice production is trending downward 

and the actual rate of capacity utilization has averaged 38
 

percent between 1979 and 1983. Unless new rice production
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schemes 	are successfully implemented, the existing milling
 

capacity 	will never reach an economic level of utilization.
 

In spite of this outlook, a new facility with a capacity
 

equal to the capacity of the present mill at Kaur is re­

ported 	to be in the planning stage.
 

1.3.5 	 The marketing performance of GPMB is also open to question. It
 

is clear that the decline in the groundnut crop over the past ten
 

years has further reduced the Gambia's market share of the world
 

groundnut market (less than one percent). However, the compar­

ison of the tonnages exported by GPMB in 1974/75 and 1982/83 

(see Table 1) indicates that the number of export markets for 

FAQ groundnuts has decreased from six to four. GPMB has lost
 

sales to the French, British and West German markets in spite of
 

the Gambia's access to these markets through the medium of the 

Lome agreement. GPMB lost ground in the Netherlands but gained 

in Italy. However, the trend towards further concentration of 

export sales of groundnuts is also evolving with respect to 

marketing channels. As the GPMB Managing Director explained to
 

the Consultant, all export sales are made through Unilever which
 

occupies a predominant share with the Western European oil seed
 

market. 	 Thus, GPMB has become increasingly vulnerable and more 

open to pressures with respect to the price of groundnuts and
 

groundnut products. Another noteworthy development has been the
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TABLE 1 - COMPARISON OF GROUNDNUT AND GROUNDNUT PRODUCTS TONNAGE
 
SOLD BY GPMB IN 1974775, 1981/82 AND 1982/83
 

(METRIC TONS) 1974/75 
Low Cropland 

1981/82 
High Crop Level 

1982/83 

GROUNDNUTS - Decorticated 

Portugal 
Netherlands 
Italy 
France 

18,3b1 
18,538 
9,865 
5,200 

2,375 
10,250 
12,150 
2,624 

15,956 
16,776 
16,941 

--
United Kingdom 1,960 --
West Germany 939 --
Switzerland -- 2,499 

Subtotal: 54,863 32,599 51,725 

GROUNDNUTS - HPS 

Holland N/A 1,645 1,876 
United Kingdom N/A -- 1,415 

Subtotal: 3,311 1,645 3,291 

OIL 

United Kingdom 
Netherlands 

16,388 
808 

2,073 
--

4,656 
--

Italy -- 1000 1,300 
France -- 4,711 4,539 

Subtotal: 17,146 7,784 10,496 

CAKE 

United Kingdom 23,844 492 --
Liberia 75 -- --
Netherlands -- 500 
Italy 
West Germany 

.--
-- 3,948 

2,690 
4,540 

Nigeria -- 2,600 2,604 
Portugal -- 4,999 --

Subtotal: 23,919 12,039 10,333 

(Source: GPMB Annual Reports) 
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substantial decline of oil and cake exports to the United King­

dom which was GPMB's traditional outlet 
for these products. The
 

trend toward the fragmentation of cake sales 
-- a secondary 

product -- suggests that GPMB has to sell its cake awherever 

temporary market is identified and that GPMB selling price must
 

be adjusted to remain in this difficult and highly competitive 

market. Finally, it should be noted that since 1983, GPMB no 

longer participates in the hand picked selected (HPS) nuts 

market. Thus, this quality and higher priced market (which
 

requires special varieties no longer grown in the Gambia) is 

lost to GPMB.
 

1.3.6 GPMB has proved to he a poor manager of the Gambia Riier Trans­

port Company ("GRTC"). GPMB which took over GRTC assets owned 

and Dperated by foreign traders prior to 1973 has treated GRTC 

as a service department providing vital water transportation 

services for the evacuation of crops. GPMB's policy to require 

low rates has contributed to GRTC operating losses and inabiliLy
 

to adequately maintain its tugs, launches and barges used for 

the transportation of groundnuts along the Gambia River. (Ex­

hibit II). The consultant witnessed the substandard condition 

of GRTC equipment at Kwinella where 
several 30 old
year rusty
 

barges with approximately 150 tons groundnuts had been held
of 


up over one week for lack of tug and/or tow boats. Wilbur Smith
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and Associates, a well known U.S. transportation consultant, 

commissioned by 
GOG and the Kuwait Fund for 
Arab Economic De­

velopment ("KFAED") in 1984/85 to conduct a study for esta­

blishing a RiverGambia transportation Authority ("GRTA") docu­

mented the poor condition of GRTC equipment 
as follows:
 

"The present lighter service has eight andtugs forty­

nine lighters.. The oldest tug is circa 1935, and the 

average age of lighters is over 31 years. Half of the 

capacity of 
the lighter fleet is 
in 17 newer lighters..
 

These latter 32 lighte-s are aged, of limited capacity, 

and in poor state of repair."(1)
 

1.3.7 GPMB.'s 
close support of GCU operations has not proved to be
 

beneficial to 
 Gambian agriculture. 
 Groundut yields in the
 

Gambia averaging between 800 and 1000 kg per hectare are among 

the lowest in the world. In comparison yields in Brazil and the
 

United States 1,500are and 3,200 kg per hectare. The support 

of GCU by GPMB has taken several forms 
ranging from extended re­

ceivables to loans for the purchase of lorries and a de facto 

monopoly granted to GCU for the distribution of seeds and ferti­

lizers. The support 
has not necessarily resulted in an 
improved
 

service to the farming community. 
 In prior years, complaints
 

(1)Wilbur Smith and Associates: Study for Establishing a Gambia River Transport
Authority - 1985; Executive Summary, Page 
5.
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have been voiced about the late deliveries of fertilizers and
 

during the 1985/86 season, the supply of seeds was inadequate
 

in terms of quantity, quality and delivery dates. This one 

factor affected plantings and is one of the main reasons for
 

the very low level 	of the groundnut crop this year. Thus, it
 

may be reasonably argued that GPMB's financial and other support
 

of GCU may have been 	used to perpetuate the relative inefficiency 

of GCU.
 

1.3.8 In summary, 	the operations of GPMB have steadily deteriorated
 

over 	 the past ten years. Not unlike public sector enterprizes 

around the world, GPMB has excessive assets. Some of the most
 

telling indicators of this condition are shown below:
 

(i) 	Increase in tonnage handled 1974/75 (158,000 
tons) through 1982/83 (174,000 tons) . . . . . 10 percent 

(ii) 	 Increase in net fixed assets investment 
1974/75 (9,993,000 Dalasis) through 
1983/84 (43,000,000 Dalasis). . . ....... 433 percent 

(iii) Sales to total 	assets turnover ratio:
 

19-4/75............ . . . . . 1.57 to 1 
1983/84... . . . . . . 0.92 to 1 

(iv) 	Fixed asset investment per ton sold:
 

1974/75............ Dalasi
.63 

1983/84. ...... . . . . . . 248 Dalasi 

(v') 	 Sales to net fixed assets turnover: 

1974/75 . . . . . . . . . . . . 6.04 to 1 
1983/84 . . . . . . . . . . .. . 3.61 to 1 
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1.4 Summary Assessment of GPMB's Financial Performance
 

Not surprisingly over 
the past 
ten years, the financial performance of
 

GPMB has charged from that of a highly profitable organization with ample capi­

tal and price stabilization reserves, a liquid condition and 
a sound balance
 

sheet to that of a virtually bankrupt organization. In addition to the above 

mentioned substantial increase Jn assets and
fixed loans/investments and the
 

payment of subsidies totalling 30,836,000 Dalasis between 1980 and 1984, the 

financial performance of GPMB has been adversely affected by the rapid rise in 

producer prices incompatible with world prices as evidenced by the following 

figures:
 
1980/81 1981/82 1982/83 1983/84
 

Producer Price D/T 
 460 500 
 520 620

World Price D/T 
 1089 1041 
 1047 1840
 
GPMB Trading Profit
 
(loss) in thousands
 
of Dalasis 
 (4297) (20643) (33925) 27405
 

In 1983/84, the world orice was high and reached three times the level of the 

producer price and GPMB earned a substantial trading profit. However, in the 

other years, the world price was below the level of 2.4 times the producer price
 

level and was insufficient to offset decortication, handling, storage, over­

head and marketing costs. This situation translated into several years of 

continuous losses. 
This year, even with the assist of floating exchange rates,
 

the ratio of world to producer (1125 Dalasis per ton) world prices
to (1795
 

Dalasis or $370 per ton in January 1986) is likely to anothercause major 

trading loss for GPMB. 
 Consequently, GPMB's 
current financial condition may be
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characterized as that of an organization which has excessive fixed assets, 
is 

illiquid and undercapitdlized. Further, it has no borrowing capacity and the 

return on invested capital or assets employed is substandard (for further
 

details, please refer to Tables 2 and 3). This condition calls for immediate 

remedial action. 

1.5 Proposed Remedial Action
 

1.5.1 
 The remedial action package proposed by the consultant relies
 

heavily on Privatization Techniques 
to be applied on a selective
 

basis. These techniques involve the breakup of so called natural
 

monopolies, opportunities for lease or management contract for 

several GPMB components and the introduction of management by 

objectives (MBO) into GPMB. However desirable the privatization
 

of the whole of GPMB may be, it is currently unfeasible for the 

following reasons: 

(i) Size of GPMB's operations;
 

(ii) The non-existence of a private capital market 
with the
 

capability to undertake 
large scale trading and related
 

operations. 
 It should be noted that these operations were
 

initially started by foreign trading companies (Unilever, 

CFAO, etc.) with little participation by local Gambian and
 

Lebanese traders; 

(iii) The preference of local businessmen for activities requiring 

a limited amount of capital and providing an opportunity 

for quick returns. Import trading and re-exnorts to other
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TABLE 2 -
 GPMB: HIGHLIGHTS OF CONSOLIDATED FINANCIAL POSITION
 
1974/75 THROUGH 1983/84 

BALANCE SHEET 1974/75 1981/82 1982/83 1983/84 

Current Assets 
Fixed Assets 
Loans & Investments 

72,881 
9,993 
1,312 

40,970 
43,991 
8,572 

40,460 
50,118 
12,853 

57,418 
53,599 
17,712 

Total Assets 84,186 93,713 103,431 128,729 

Current Liabilities 
Long term Liabilities 
General Reseive 
Price Stabilization Reserve 
Capital Employed 

1,249 
--

26,699 
56,238 
82,937 

76,577 
1,815 
6,751 
8,572 

15,323 

115,389 

11,056 
(23,013) 

.-­
(23,013) 

110,262 

16,704 
1,762 

1,762 

PROFIT AND LOSS 

Sales Turnover 
Sales Tonnage 
Groundnut Tonnage 

128,952 

158 
135 

86,874 

122 
82 

109,908 

174 
127 

156,442 
N/A 
N/A 

TRADING PROFIT/LOSS 

Groundnuts 
Rice 
Cotton 
Palm Kernels 
Other 

N/A 
N/A 
N/A 
N/A 

(12,797) 
--
294 
14 

( 565) 

(21,658) 
(3,106) 
( 39) 

196 
( 18) 

N/A 
N/A 
N/A 
N/A 
N/A 

Total Trading Profit 24,559 (13,055) (24,625) 24,139 

Operating Profit/Loss 24,559 (20,b43) (33,925) 24,139 
Fiscal Profit/Loss -- (12,651) ( 4,410) 568 

Total Profit/Loss 24,559 (33,924) (38,335) 24,707 

" Loss Applied to Price 
Stabilization Reserve 16,237 5,706 8,572 -­

o Loss Applied to General 
Reserve 8,322 27,588 29,764 
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TABLE 3 - CPHB: MAJOR FINANCIAL RATIOS - 1974/75 THROUGH 1983/84 

1974/75 1981/82 1983/04 1984/85 Comments 

Working Capital 71,632 to 1 (35,607) to 1 (74,299) to 1 (52,844) to 1 Healthy Liquid Position
 
Current Ratio .58 .54 .35 .52 has turned into negative
 

working capital.
 

Sales Turnover
 
Relative to:
 

o Total Assets 1.53 to 1 0.03 to 1 1.06 to 1 1.22 to 1 Overasseted condition
 
o Receivables 27.16 5.9b 9.06 4.99 Slow collections 
o Inventories 16.03 2.29 5.04 4.49 Increasing produce &
 

spare parts inventory 
o 	Working Capital 1.80 Negative Working Capital Overtrading dc'e to In­

adequate working capital
 
o 	 Fixed Assets 12.90 1.97 1.75 2.91 Impact of depot & other 

capital expenditures 

Fixed Assets to 
Capital Employed 0.12 to 1 2.87 to I Infinite 30.41 to 1 High ratio indicates 

Illiquid capital position 
Total debt to capital 
employed 0.02 5.12 Infinite 72.06 Stratospheric Ratio: Danger 

point 
Sales to Capital 
employed 1.55 5.66 Infinite 88.79 High Ratio reflects under­

capitalization 

Opersting Profit/ 
Assets 29 percent Loss Loss 19 percent Inadequate return on asset@ 

Operating Profit/ 
Sales 19 percent Loss Loss 15 percent Inadequate return on sales 
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Sahel countries are favored by the local business community.
 

In contrast, "brick and mortar" investments by Gambian
 

and/or Lebanese businessmen (Wiedener hotel, Mercedes/
 

Peugeot distributorships) are very rare; 

(iv) 	 Qualified managerial resources are lacking, especially for
 

an enterprise as complex as GPMB;
 

(v) 	The Gambia's share of the world market for groundnuts and
 

groundnut products, palm kernels and cotton is so insigni­

ficant that private investors are not likely to be interest­

ed by excessive price fluctuation risks and profit margins 

over 	which they have a limited -jntrol. 

1.5.2 However, Selective Privatization Opportunities should be instru­

mental in streamlining GPMB's operations and improving its
 

overall effiency. The role of GPMB should revert to that of the
 

pre-1973 Oilseeds Marketing Board whose mission was essentially 

the exportation of groundnuts, groundnut products, palm kernels 

and 	cotton together with the responsibility of building adequate
 

price 	stabilization reserves. Opportunities for the privatiza­

tion of some components coordinated or directly operated by GPMB
 

include the ten following possibilities.
 

(i) 	Opening fertilizer imports and the distribution of fertili­

ers to GCU and the private traders as well. GPMB would no 

longer be involved in the importation of fertilizers into 

the Gambia. Fertilizers would be imported directly by GCU 
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to farmers. GPMB could lease some of the available space 

at its 	 depots for the storage of fertilizers. The esti­

mated 	size of the fertilizer market (8000 tons 
or 8,000,000
 

Dalasis in 1985-86 equivalent to U.S. Dollars $1,778,000) 

should 	be sufficient to attract more than 
one distributor.
 

There 	would be more than a few traders who would have the 

necessary financial resources to participate in this activ­

ity. The farming community would 
benefit from increased
 

competition;
 

(ii) Opening the multiplication of groundnut and other seeds to
 

non GCU farmers and their distribution to qualified traders 

other 	than GCU. 
 Although it is difficult to accurately
 

quantify the existing and relatively modest seed market 

(2000 	tons of groundnut seeds or 1,300,000 Dalasis in 1985­

86 equivalent to U.S. Dollars $289,000; plus 400 tons of 

cottonseed and rice seed or 260,000 Dalasis), there is a 

need for timely seed deliveries and for a larger supply of 

improved or certified 
seeds. A small number of qualified
 

and credit worthy traders should be given the opportunity 

to enter this so called natural monopoly enjoyed by GCU so 

that the needs of all farmers can be better served;
 

(iii) 	Open the buying of all locally grown crops to all licensed 

buyers agents directand buyers. Although the purchasing 
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of groundnut, rice, maize, sorghum and millet is open to
 

all licensed buyers, cottou is still primarily handled by 

the GPMB staff with a growing participation by GCU. The
 

liberalization or the produce purchasing process which 

started during the 1981/82 should be brought to its logical
 

conclusion so that the interest of all farmers irrespective
 

of their crops or affiliation may be served; 

(iv) Consolidate the trend towards a free market system for the 

distribution of rice, local and imported. At the same time, 

GPHB should take steps to insure continuity of supply 

throughout the year and avoid price gouging by local distri­

butors as was the case in Banjul in early March 1986. 

GPMB's role should be confined to the importation of rice, 

the maintenance of a buffer stock, the selling of all 

imported rice to private traders and distributors and to
 

act as a check on them. The freeing of the distribution of
 

imported rice should be paralleled by the ability of rice 

producers to dispose of their paddy to independent millers 

(see 	recommendation (vi) below);
 

.(v) 	The turning of the two decorticating plants to private 

interests on an arm's length management contract basis. A 

cost plus per ton formula would offer maximum flexibility. 

The contract might also include a clause with an option to
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sufficient to interested private parties (50,000 tons per
 

year). Prior to 1973, the decorticating plants were owned 

and operated by local companies (Massry and Madi). There­

fore, they would be likely candidates for a management 

contract;
 

(vi) 	Private enterprise should be allowed to play a role in
 

rice milling. The existing GPMB mill located at Kaur
 

within the rice producing area needs substantial improve­

ment. Grain/rice milling is generally an attractive line
 

of business offering adequate profit opportunities. In the
 

United States, grain milling yields an average return of
 

19 percent on equity and a return on assets of 11 percent.
 

The Kaur mill could be sold to private investors who would 

be responsible for the rehabilitation the existing facility. 

Moreover, smaller private investors should be given the 

opportunity to own and operate smaller mills at the level 

of several villages. This approach would offer the added
 

advantage of reducing intra-regional transportation needs 

and appears to be more economical than the creation of a
 

new centralized mill as planned by FAO and GOG;
 

(vii) The efficiency of the cotton ginnery might be improved
 

through an arm's length mangement contract with a private 

operator. While it is recognized that the scale of the
 

existing ginnery does not make it possible to operate the 
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ginnery at economic 
levels of capacity utilization, a
 

private operator would be likely to pay more attention to 

direct labor costs and other variable expenses per ton. 

An alternative to a management 
contract would be a lease
 

arrangement with rental ratea based on a fraction of the 

depreciation and financing charges;
 

(viii) GPMB's construction and maintenance department which undez­

takes electrical, carpentry, masonry, plumbing work and/or 

repairs an( the manufacture of concrete blocks is another 

operation which may be leased or contracf ed to private 

operators. The contracting of these activities to outsiders 

would be 
in line with the elimination of the refrigeration
 

and air conditioning unit 
 in 1983. The elimination of
 

this, non-revenue 
producing department would result 
in the
 

further reduction of labor costs averaging 550,000 Delasis 

per year between 1981 and 1983. 
 It could be further argued
 

that a number of GPMB facilities are not adequately main­

tained or kept at the present time and that a radical
 

change is needed. 

GPMB Components to be Excluded from Privatization Efforts
 

(i) The outlook for the modernization of the existing facility 

or a new investment for a new solvent extracting plant with 

a maximum capacity of 250 tons per day (investment cost of 

1.5.3 
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at least U.S. $7.000,000) does not appear promising. Thus,
 

it is 	 unlikely that private investors would take the risk 

of uncertain world prices for oil and cake and assume the 

risk of 	a dwindling source of groundnut supply which would 

prevent 	them from asing the full capacity of the plant. As
 

a matter of fact, it could be reasonably argued that GPMB 

terminate its involvement in the crushing of groundnuts and
 

export decorticated nuts only;
 

(ii) 	Since the demand for groundnut shell briguettes to be used
 

as source of domestic fuel is reportedly weak, it is un­

likely 	that the continuation of this activity would be at­

tractive to private investors and/or GPMB; 

(iii) 	 Therefore, it is suggested that both activities be excluded 

from any privatization plan. Further, GPMB should not in­

vest any additional capital in the existing oil mills. Ev­

entually, GPM will have to write off both investments. 

Should GPMB Insist on maintaining a very modest presence in 

the world vegetable oil market, it could conceivably source 

some 	 oil elsewhere in West Africa and sell it internation­

ally. GMPB loss on the trading account of groundnut and
 

oil would probably be substantially reduced.
 

1.5.4 	 Proposed Operating Structure of GPMB
 

When the above recommendations are implemented, the structure of
 

GPMB will be altered significantly. It will be essentially
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involved in the exportation of oilseeds to the world market.
 

Its purchasing operations will be essentially delegated to
 

licensed buyers. It will no longer be involved in the process­

ing of crops. It will seek to maximize operating profits and to
 

build adequate price stabLlization reserves. This will require
 

the determination of producer prices commensurate with world oil
 

seEd price levels and the opportunity to earn a trading profit.
 

GPMB will continue to collect export taxes, pay the corporate
 

sales turnover tax but the use of its reserve shall restricted
 

to price stabilization and the offsetting of any trading loss.
 

Only one exception will be made to the above scheme. Since rice
 

will continue to be the staple ot the Gambian diet for years
 

to come and since imports will be required to fill the gap
 

resulting from the shortage of locally produced rice, GPMB's
 

mission will be that of a stabilizing body.
 

1.5.4 Implementation of Management by objectives at GPMB and other
 

Public sector c.nterprises
 

(i) 	One of the key tenets of the Economic Recovery Program (ERP)
 

formulated by GOG is the improvement of the performance of
 

public sector enterprises ("PSE") which play a vital role
 

in the Republic of Gambia. The 1985 USAID study of GPMB
 

and the IBRD/IMF missions over the past twelve wonths have
 

echoed the same idea. As a matter of fact, IBRD has made
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available to COG a special loan of U.S. Dollars $200,000 to
 

finance technical assistances services to be provided by the
 

firm of Coopers and Lybiand International for the definition
 

of performance contracts to be negotiated with the manage­

ment of GPMB, Gambia Port Authority ("GPA") and the Gambia
 

Utilities Company ("GUC"), the three most influential PSE's
 

in the Gambia. 
The Coopers Lybrand team is scheduled to
 

commence its work in April 1986 at the latest and the per­

formance contract system for the above mentioned PSE's is
 

to become operational on October 1, 1986. 
Eventually the
 

approach will be extended to all PSE's. Therefore, the im­

provement of the PSE's performance will be a key factor in
 

the consideration of further credit accomodations by IRBD
 

and IMF to COG;
 

(ii) 
This approach which is based on the concept of management
 

accountability is very worthwhile. 
At the same time, it
 

suffers from seven basic shortcomings as follows:
 

(a) The idea is being promoted and pushed by IBRD and IMF.
 

(b) The staff of the Ministry of Finance ("MOF") and of
 

the Ministry of Economic Planning and Industrial Development
 

("MEPID") is not fully committed to the concept.
 

(c) The management of GPMB did not display any enthusiasm
 

for the process.
 

(d) The only notable support was 
expressed by the staff of
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the National Investment Board ("NIB") who has a vested in­

terest in an expansion of its policy making and monitoring 

functions as they relate to PSE's.
 

(e) The time horizon for the implementation of the perfor­

mance contract system as of October 1, 1986 appears 
to be 

optimistic. Where the French Government tried this approach 

with SNCF (French National Railroads), the process required 

no less than thirteen months. When the Government of 

Senegal negotiated a performance contract with SONOCOS, the 

*state owned groundnut marketing board, the process was even
 

longer.
 

(f) More importar-ly, in the absence of common "rules of 

the game" for the entire public enterprise sector, the pro­

cess of preparing and negottationg performance contract 

with individual PSE's such as GPMB is likely to be an even 

more difficult task.
 

(g) Finally, performance contracts whose aim is primarily
 

the operating improvement of PSE's may actually exclude the
 

possibility for any future privatization unless contracts 

provide the mechanism for an option to buy. 

(iii) What is actually needed as the starting point of the reform
 

of the PSE's in the Gambia is legislation which would define 

the modus operandi for all such organizations and express
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the official commitment to this new approach. This ap­

proach was adopted by the government of the Republic of 

Korea (GOK) in the Government Invested Enterprise Manage­

ment Act of December 31, 1984. The purpose of 
this legis­

lation was to "stipulate basic matters on the self regu­

latory management structure of government-invested enter­

prise and thereby to secure managerial rationalization of 

invested enterprise and to facilitate effective control of 

Government investment." 
 (A copy of the English version of
 

the Act may be found in Exhibit III). In other words, in­

stead of approaching the problem piece meal as 
proposed for
 

the Gambia, GOK adopted a comprehensive approach which 

proved successful. The Consultant believes 
that the same
 

type of approach would greatly facilitate the introduction 

and implementation of performance contracts 
in the Gambia.
 

The Public Sector Enterprise legislation should cover the 

following eight basic points:
 

(a) Constitution and appointment of A High Level Presi­

dential Task Force for the reform and coordination of PSE's
 

("PTF-RC-PSE"). The forcetask should consist of high 

level representatives of MOF, MEPID, NIB well asas Presi­

dential Appointees 
drawn from the public and private sec­

tors.
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(b) Formulation of guidelines for the coordination of PSE's 

through the budgetary process and the definition of annual 

operating objectives (commercial and non commercial).
 

(c) Guidelines for the standardized preparation and pre­

sentation of annual operating and financial performance re­

ports.
 

d) Guidelines for the objective evaluation criteria to be
 

used for the 
 assessment of the performance of PSE's.
 

(e) 
Guidelines for the definition of rewards and/or sanc­

tions in connection with the performance of ISE's. 

(f) Guidelines for the accounting principles common to all
 

PSE's especially concerning such sensitive items as fixed 

asset justification and recording, depreciatiun procedures,
 

treatment of interest charges, 
valuation of loans/invest­

ments/inventories/receivables and treatment of 
cross
 

arrears.
 

(g) Guidelines for the operating autonomy of PSE's to
 

cover personnel matters, investment policies and arm's
 

length relationship between all PSE's.
 

(h) Guidelines for the financial autonomy of PSE's with 

respect to the disposition of earnings and the provision 

for the reimbursement of costs associated with public
 

sector activities (e.g., 
 payment of subsidies) from the
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general budget. Once these guidelines are legislated the 

process of preparing and negotiating performance contracts 

or standards of performance will be greatly facilitated. It 

will evidence GOG's commitment to the reform of the PSE's. 

It will 	also facilitate the revision of the Constitutent Act
 

of each PSE. The consultant is convinced that the legis­

lation outlined above represents the corner stone of manage­

ment accountability. Successful examples of mananagement by 

objectives and performance evaluation in the private or 

public sectors are based on a clear definition of the essen­

tial rules for controlling operating units objectively by 

comparing results with negotiated performance targets at
 

the close of each fiscal year. This wuchanism does not
 

exist in the Gambia at this time and is urgently needed.
 

1.5.4 	 Implementation Schedule 

A tentative schedule for the implementation of the p oposed re­

medial action aimed at creating an environment conducive to the 

privatization of the selected GPMB components, streamlining the
 

- operations of its operations and the improvement of its operat­

ing and financial performance would include the following activ­

ities:
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Starting Completion
 
Activity Date Date
 

1. 	Drafting of the Public Sector May 1986 July 1986
 
Enterprise Management Bill
 

2. 	Committee Review of Public Sec- Aug. 1986 Sept. 1986
 
tor Enterprise Management Bill
 

3. 	Submission of Public Sector Oct. 1986 Nov. 1986
 
Enterprise Management Bill
 
to and Approval of Act by
 
Parliament
 

4. 	Preparation of Annual Perfor- May 1986 Aug. 1986
 
mance contract draft for GPMB
 

5. 	Submission of Annual Performance Sept. 1986 Nov. 1986
 
*Contract Draft to GPMB for Dis­
cussion and Modifications
 

6. 	Appointment of Presidential Task Nov. 1986
 
Force for the Reform and Coordi­
nation of PSE's ("PTF-RC-PSE")
 

7. 	Preparatory Work of Dec. 1986 Jan. 1987
 
PTF-RC-PSE
 

8. 	PTF-RC-PSE Focus on Draft of Feb. 1987 March 1987
 
GPMB Annual Performance Contract
 

9. 	Negotiation of GPMB Annual Per- April 1987 May 1987
 
formance Contract with
 
PTF-RC-PSE
 

10. 	 Finalization of GPMB Performance June 1987 June 1987
 
Contract for FY 1987/88
 

11. 	 Preparation and submission of July 1987 Aug. 1987
 
GPMB Budget and Operating Plans
 
for FY 1987/88 to PTF-RC-PSE
 

12. 	Review and Approval of GPMB Sept. 1987 Sept. 1987
 
Budget and Operating Plans for FY
 
1987/88 by PTF-RC-PSE
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Starting Completion
 

Activity 
 Date Date
 

13. Management by Objectives become 
 Oct. 1, 1987
 
Effective
 

14. Finalization of GPMB Performance 
 June 1987
 
Contract for FY 1988/89
 

15. Preparation and Submission of 
 July 1987
 
OPMB Budget and Operating Plans
 
to PSE-RMC for FY 1988/89
 

16. Review and Approval of GPMB Sept. 1987
 
Budget and Operating Plan
 
For FY 1988/89 by PSE-RMC
 

17. Preparation of GPMB FY 1986/87 
 Oct. 1987 Nov. 1987
 
Performance Report and Audit of 
Financial Statements and
 
Submission to PTF-RC-PSE 

18. First Evaluation of GPMB 
 Dec. 1987
 
Performance by PTF-RC-PSE 

19. Implementation of Selective 
 Oct. 1987 Sept. 1988
 
Privatization Opportunities 
 & Beyond
 
to be continued in FY 1988/89
 

20. Cycle Repeats itself for each 
 Oct. 1, 1988
 
subsequent fiscal year.
 

Based on the above 
schedule, the Public Sector Management Act
 

would become effective in December 1986 and the performance 

contract mechanisms would be in place by October 1987. The first 

evaluation of GPMB performance for the fiscal year 1986/87 would 

take place in December 1988 soon after FY 1987 results are avail­

able. 
 The system would probably require two to three years 
be­

fore it is perfected and can function smoothly. In the meantime, 
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opportunities for the privatization of of
some the GPMB compo­

nents could be incorporated into its performance contract and be
 

implemented after October 1987.
 

1.5.5 Estimated Cost of Remedial Action Implementation
 

(i) The drafting of the public sector maaagement bill will re­

quire the Joint work of an economist and a lawyer well 

versed in the parliamentary legislative process for 
a com­

bined total of five (5) months. Professional fees for such
 

an effort would be around U.S. $70,000 and per diem and 

travel expenses would amount to approximately U.S. $15,000.
 

This effort would go a long way towards creating a climate
 

favorable to the use of private management techniques in 

PSE's and the eventual privatization of some of their
 

components;
 

(ii) Specific technical assistance efforts for the privatization
 

of some of GPMB's activities will require the intervention 

of experts for periods of up to one month. Assuming that 

three separate one month studies would be required, the 

cost theroof would be around U.S. $40,000 excluding travel 

and per diem estimated at U.S. $15,000. Likely technical 

investigations would focus on the evaluation of GPMB oil
 

mill and other GPMB processing facilities.
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(iii) 	 The USAID sponsored study of GPMB identified the need for 

a detailed personnel audit and for the preparation of an 

employee training program. IRBD is insisting that the 

personnel audit of GRMB, 	GPA and GUC be completed before
 

the the was well
December 1986. Although scope of audit 


cost was not estimated.
defined in the USAID study, its 


Additionally, the Consultant believes that GPMB would be
 

likely to benefit from an impartial assessment of the
 

performance of the Gambia Product Marketing Board Ltd.
 

("GPMB Ltd"), GFMB's sales and marketing arm in London.
 

Such an assessment should be conducted by an international
 

oil seeds trading expert. The total cost of these two
 

investigations has been estimated tentatively at U.S.
 

$115,000 of which $90,000 would be for professional fees;
 

(iv) 	In summary, the total cost of the various assessment as
 

suggested above has been estimated at $255,000 ($200,000
 

in fees and $55,000 in other expenses). The first prior­

ity would be technical assistance to the preparatory work
 

preceding the enactment of the Public Sector Enterprise
 

Management Act before December 1986. Another priority for
 

the current year would be the completion of the audit of
 

GPMB personnel for a total consideration of U.S. $65,000
 

broken down in professional fees of $50,000 and other ex­

penses of $15,000. Finally, the marketing evaluation of
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GPMB, Ltd. has been estimated at a total 
of U.S. $50,000
 

($40,000 in fees and $10,000 in other expenses). Table 

4 provides a recapitulation of the estimated costs con­

nected with the implementation of the proposed remedial 

action program including the privatization of selected
 

GPMB components. 
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TABLE 4 - ESTIMATED COSTS OF INVESTIGATIONS REQUIRED FOR THE IMPLEMENTATION 
OF REMEDIAL ACTION PROGRAM INCLUDING THE PRIVATIZATION OF SELECTED
 
GPMB COMPONENTS 

TYPE OF TECHNICAL ESTIMATED ESTIMATED OTHER APPROXIMATE 
ASSISTANCE EFFORT FEES EXPENSES SCHEDULING
 

Legislative and $70,000 $15,000 May through
 
Related Work July 1986
 

Audit of GPMB $50,000 $15,000 September
 
Personnel through
 

November 1986
 

Selected GPMB $40,000 $15,000 After October
 
Privatization 1987
 
Opportunities
 

Evaluation of $40,000 $10,000 After October
 
GPMB, Ltd. 1987
 

TOTAL COST $200,000 + $55,000 = $255,000 



SECTION 2 - USAID SPONSORED SAW4MILL PROJECT -

MEMORANDUM 

TO: USAID/BANJUL
 

FROM: JEAN G. CROUZET, Consultant
 



UNITED STATES GOVERNMENT
 

DATE; March 06, 1986 	 M- lm oraldul 
RELY TO J G rou , Consulta nt­

-O nternational Phoenix Corp."'(
 
SUELIECTt SAWMILL PROJECT 

TO: 	 Messrs: Tom Mahoney and Tom Hobgood
 
USAID/Banjul
 

On March 3, 1986 at 1:30 pm the Writer who was accompanied by
Mr. Hobgood, USAID/BanjuL visited with Mr. Bye Mass TaaL, Director of
the Forestry Department. This visit was in response to Mr. Mahoney's
request to spend sometime in the evaluation of the USAID sponsored

sawmill project located near Yundum Airport. The following aspects
 
were discussed:
 

1. 	The demand for Lumber is apparently unlimited in The Gambia.
So, demand should not pose any problem although the sawmill

has never been in a position - when operating - to sell more

than 1,900 boardfeet per day, i.e., much below the estimated

breakeven point of 6,000 boardfeet per day as 
reported in the
 
USAID evaluation report;
 

2. The major operating bottleneck has been the supply of smaller

logs due to lack of transportation (idle trucks), 
fuel and
 
spare 	parts. 
 Even the use of animal traction for the

transportation of logs was contemplated but lack of government

funds 	has prevented this course of action;
 

3. Other constraints are lack of electric power (which shall be
remedied in early April when the sawmill is scheduled to be
connected to the national grid) and tighter budget requirements.

Or.e 
might 	conclude that this recital of excuses or extenuating

circumstances is symptomatic of an absence of 
incentive;
 

4. 	Mr. Taal suggested that one solution to the problem would be to
create a public enterprise which would take over 
the activities

of the USAID sponsored Sawmill in addition to the old government

sawmill which has fallen into disuse;
 

..2/
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5. 	The Writer retorted that he doubted this would be the best effective
 
way to recoup the $800,000 estimated capital cost and the $403,000
 
Loss to date resulting from 14 months of daily losses incurred at the
 
rate of $1200 per day for 24 days per month. The USAID evaluation
 
report indicated daily operating costs (fixed and variable in the
 
amount of $1200). The Writer suggested that some kind of
 
privatization would be more appropriate since lumber mills owned
 
by private investors elsewhere are generally profitable.
 
(Robert Morris Associates Statement studies indicate an average
 
gross margin of 22% and profit before Taxes of 5% for the
 
industry in 1976). The following alternatives were mentioned/reviewed:
 

5.1. 	 Outright sale of the USAID sponsored sawmill to private
 
investors. After closing down the project, this would
 
probably be the worst choice for the government and USAID.
 
Since the sawmill is not a going concern at the present
 
time, it would have to be sold on a liquidation basis.
 
Only the private investor would profit;
 

5.2 	 Lease by the Department of Forestry to a qualified private
 
investor. Several variations would be possible. Assuming
 
a 7-year contract based on annual rental fee of $184,320
 
corresponding to reported fixed costs of $640 per day and
 
24 days per month, the initial investment of US$1,203,000
 
would be paid back in approximately 6 1/2 years but the
 
internal rate of return on the project investment would be
 
negative. This course would be preferable to any loss ­
partial (resulting from liquidation) or total (if the
 
project is abandoned). However, this return may be improved
 
with an 8-year lease with an option to purchase payment
 
of $184,320 at the end of year 8. In this case, the internal
 
rate of return would be very close to 4.90 percent, which is
 
as good as may be expected under the circumstances;
 

5.3 	 Management contract signed between the Department and a
 
qualified private operator. Such a contract would call
 
for minimum annual payments of $184,320 as in the
 
preceding case which a clause for increased payments
 
based on sales turnover. Such a contract might also
 
include an option to purchase on the expiration date.
 
Possibly, an internal rate of return in excess of
 
5 percent might be obtained.
 

6. 	At the end of the meeting, the consensus was that a meeting should
 
take place in a not too distant future to discuss all available
 
options ranging from continued inaction and concomitent lossess,
 
closing of the project, liquidation, lease and/or management
 
contract with a qualified private operator. Obviously cost
 
assumptions would have to be refined somewhat but action is of
 
the utmost importance. Thus, it was agreed that a meeting between
 
the Department, Ministry of Finance, NIB, USAID and other
 

3/
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interested parties would take place soon, i.e., after March 18, 1986
 
when Mr. Taal is scheduled to return from an official overseas trip.
 

7. 	On the way back to the USAID mission, Mr. Hobgood and the Writer
 
further discussed the sawmill project. It was agreed that only the
 
new sawmill sponsored by USAID should be the subject of further
 
talks and that every effort shall be made to dissociate this
 
facility from the older government owned one which has fallen into
 
disuse.
 

8. 	Finally, the Writer shall visit the USAID sponsored sawmill during
 
the week of March 7, 1986.
 

JGG/jsb
 



Harch 13, ]986 

Jean 	 G. Crouzet, Consultant (International Phoeui 
Corporation)
 

4
Yunduin Sawmill 

Messrs. 11ahoney and JHobood, I'SAID Mission, Banjul 

1. On March 10, 1986 Mr. llobgood and the writer visited 
the USAI) sponsored sawmill near Yundum. The writer's
 
observations are summarized below.
 

2. The facilities financed bv USAIP appeared in good
 
condition:
 

2.1 	The generator was functioning;
 

2.2 	 The circular gaw and one edger were in operation.
 
The other edger was not in operation.
 

2.3 	 The blower was connected and was evacuating saw dust 
albeit - too close to the working site; 

2.4 	The Datsun pick-up was seen moving around:
 

2.5 	The inventory of spare parts for chain saw was
 
reported to be virtually non existent and only two
 
of the seven chain saws were in working condition:
 

2.6 The stock of spare parts for the circular were re­
ported to consist of only two blades for the saw 
one four blades for the edgers (using two each). 

2.7 	 The portable forest fire fighting equipment (2 units)
 
rested on pellets and have probably never been used.
 

3. The condition of the other non AID sponsored facilities
 
was dismal.
 

3.1 	Of the four 11NIMOG trucks, only one is operating. The 
others are tied down due to lack of spore parts, 

3.2 	The old sawmill of British manufacture should be 

scrapped since it is beyond repair;
 

3.3 	A new office building was under constiuction;
 

3.4 	The supply store was locked and kontained wire and old
 
tires (as seen from the outside);
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3.5 	 The finished products warehouse (2 sheds) was lhrgely
 
unused for lack of products. It contained boards
 
and planks, as well as 2 x 2 and 4 x 4 lumber. 
Fence posts also produced by the project were stored
 
elsewhere and treated wTith kreosote.
 

4. Operating conditions were as follows:
 

4.1 	 The circular saw and one edger were working and 
turning out planks­

4.2 	 Dust was very much in evidenced and premises were
 
somewhat untidy, 

4.3 	 Severil workers - total workforce of 37 - could be
 
observed with virtually nothing to do;
 

4.4 	The supply of logs which had been cut in the morning 
by a crew of 28 workers was adequate to support only 
3 hours of normal operations per day; 

4.5 	 Supply of diesel fuel and petrol is inadequate:
 

() 	 400 liters every fortnight for the sawmill plant 
and equipment. This allocation was reported to 
correspond to 5-6 days of normal 8 hour opera­
tions; 

(ii) 	 200 liters every fortnight for trucks collecting
 
logs in the forest - it should be noted that only
 
one URI OG truck is currently in service; 

(ii ) 80 liters of petrol every fortnight for the chain­
saws 	which are mostly out of order, 

(iv) 	120 liters of petrol every fortnight for vehicles;
 

(v) 	 rhetorically, the situation should improve when 
the plant is connected to the national power grid. 
Some fuel allocation could be redirected to the 
truck 	for loading lors provided that the other 
trucks are put back into operation at that time.
 
This 	of cou-se assures that the fuel allocaLion 
would be maintained at th._ same level - possibly an
 
optimistic assumption.
 

4.6 	 In summary, the sawmill operation is currently over­
staffed, underutilized and not propirly maintained. If 
allowed to continue, the situation will evolve into a 
complete failure within few months.
 

5. The outlook foi ITSAID is to cause drastic changes to 
take place Immediately if this project is not tgoing to result 
into a total loss. The Government of The Gambia must be con­
vinced to alter its modus op'erandi without delay. Tt Is qtite 



cicar that the sawmill whicb in not a hl,,h technology pro 

duction unit shoull be op.rteI liflerently I.e. by a 

(ltalifieti private opratnr. TISAIP should take the initia 

tive to locate stch a party within the local business com­

munity and submit a full flf-lPed leasin* proposal to the 
the leasin;Government of ;ambin alon, the lines of 

March 6, 19g6.arran-,emnt described In my prior n.no dnted 
also insist on a clear commitment by the1tSAIT shou]d 

Gevernment of The GAmbis to the operator for the availability
 

of adequate fuel allocations and for frPe nccpss and ex-

In eyclinn-eploitation of the Covarnnent forest 5rounes. 

USAID mny be willin3 to restock some of the r-ost badly 
the circilar saw andneeded spare parts for the chain saws. 

the edgers. TISAID riay even go as far as provi!in, a U.S. 
2 to 3 months Inscu-,ill exnert/operator for a period of 

order to insure an effective transfer of technology at every 

level. It iq only by taking the Initiative ani forcint- the issue 

that TW3ID will succeed in convincing the Governripnt of The 
save the project
Gaibin to anlopt a new course of action to 


next six months.from an ill fated and abrupt eniine within the 


Otherwise, 1!!AlD-P!anjul woul-i be lustified in recoomenlin.
 

that its contribution to the nsw-ill project "0 wrltten off
 

in FY 1997.
 

cc: Byron 'Bahl 

JC:I
 



SECTION 3 - USAID SPONSORED AUTOMOTIVE SERVICE CENTER
 

MEMORANDUM 

TO: USAID/BANJUL 

FROM: JEAN G. CROUZET, Consultant 



MEMORANDUM
 

TO: 	 Messrs. T. Mahoney and S. Norton
 
USAID Mission, Banjul 

FROM: 	 Jean G. Crouzet, Consultant /
 
International Phoenix Corporation>
 

DATE: 	 March 20, 1986
 

NOTE: 	 An Advance Manuscript of this Memorandum was provided to Mr. Mahoney,
 
USAID, 	 Banjul on March 15, 1986. Minor modifications are incorporated 
into the final version.
 

SUBJECT:
 
Government Vehicle Maintenance and repair facility located in Kotu.
 

In accordance with'your request, I reviewed the Costing System Proposal for the
 
above named facility and v-ited the site at Kotu followed by a trip to the
 
MED workshop in Banjul. My thoughts on the matter are as follows:
 

1. Positive Achievements
 

1.1 USAID has spent $6.4 million on the project. In retuLn, an impressive
 
installation has been built and much time and effort has been spent on 
the inventory and management of the existing MED spare parts stocks.
 
Additionally, a project organization has been built on paper, the 
Gambia 	staff (workers and first line supervisors) for the Kotu center
 
has been selected and a detailed costing system for the operation of 
the Kotu facility has been defined in great detail by the staff of
 
Louis Berger International.
 

1.2 The facilities must be equipped with all the equipment required for
 
the operation of such an installation (diagnosis equipment, hoists and 
cranes, shelves for parts, computers, audio visual equipment for 
training etc.). The arrival of the equipment is scheduled between 
March and July so that the installation may be turned over to the 
Gambia Government before September 30, 1986; 

1.3 The Gambia Government (MPD) has started the moving of spare parts and
 
shall fund the operation of the center whose annual recurrent costs 
shall be approximately $500,000 on an annual basis.
 

1.4 The Kotu repair and maintenance center shall fill a vacuum in Gambia.
 
The lack of vehicle maintenance and the low level of repair quality
 
often causes operating inefficiency, shorter economic life of vehi­
cles and a considerable loss to the economy as a whole both in term 
of national and foreign currency.
 

I 
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2. Negative Factors
 

2.1 	 The facility has been designed and built on a grand scale involving
 

some waste.
 

2.2 	 The proposed staffing of the Kotu facility (138 employees) probably
 
involved some redundancy.
 

2.3 	 The Kotu center will commence operations with a limited supply of
 

existing MED spare parts--a situation which will be determinental
 

to operating efficiency. It is estimated that an additional stock
 

of parts valued at approximately U.S. $1 million would be required
 

for normal operations. At present, the outlook for the availability
 

of additional spare parts is uncertain. Some may be available
 

through the second highway maintenance program funded by the World
 

Bank but it is likely that the use of this stock of spare parts shall
 

be restricted tc the equipment involved in the highway program.
 

Other possibilities such as the involvement of UNDP are considered.
 

However, this critical issue may not be resolved -n a timely manner.
 

2.4 	 The sound management of the facility is jeopardized by a combination
 

of unfavorable factors: The debatable determination by the Govern­

ment of Gambia that the management of the center shall be entrusted
 

to local nationals and the likely lack of outside technical assis­

tance making it possible for foreign experts to transfer their 
man­

agerial and technical skill's to their Gambian successors. According
 

to Louis Berger, at least four foreign experts whose annual compen­

sation package would amount to U.S. $550,000 per year would be needed
 

so that an effective transfer of technology would take place. USAID
 

does not have the funds nor does it consider that such an additional
 
use
investment in the Kotu Center would represent the best of its
 

development funds in the Republic of the Gambia. Further, the out­

look for other sources of technical assistance funds appears uncer­

tain at this point. For instance, it is rumored that UNDP might
 

contribute U.S. $625,000 for a period of two years to fund limited
 

technical assistance resources (one mechanical engineer and one
 

:upply stone specialist). This critical component is in doubt and
 

may not be resolved in a timely fashion.
 

2.5 	 Projected operating costs are high. This situation combined with
 

the limited size of the government vehicle fleet (600 units excluding
 

the ministry of Agriculture and the Police force plus 75 pieces of
 

heavy equipment excluding the equipment to be used for the second
 

highway maintenance program will result in a high maintenance and
 

repair cost per vehicle (U.S. $714 per year on the basis of 700 ve­

hicles). It should be pointed out that this projected unit cost
 

includes direct labor costs, indirect lebor and overhead but excludes
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the cost of spare parts. Assuming a 12 percent profit margin on 
spare parts as suggested in the Louis Berger costing system to renew 
the stock of parts, the level of annual maintenance repair corres­
ponding to a breakeven point would exceed U.S. $4,000,000 of annual 
revenues or $5714 per vehicle.
 

3. Alternatives
 

The decision by USAID to invest in this project goes back to the late se­
venties. It is quite likely that if the same project concept were presented 
today, it would be either turned down or the project scale would be greatly 
reduced. This being said, what is the best course of action by USAID, taking 
into consideration the scarcity of development resources and the optimum use of 
foreign aid funds? 

3.1 Terminate project involvement at close of FY 1986. Conceivably this
 
would mean disengaging even before the official transfer of the 
facility to the Gambian Government. In addition to the above men­
tioned lack of spare parts and the absence of a technical assistance,
 
USAID would have to face a possible public relations problem vis a
 
vis the Government of the Gambia for the gift of an obviously "lame 
duck". Clearly, not an advisable alternative and in retrospect not 
a optimum use of development funds. 

3.2 Continue limited technical assistance through December 1986 so that
 
the transfer of the Kotu installation may be effected with the ap­
pearance of a gift in working condition. This approach is now re­
portedly favored by USAID and would involve U.S. $100,000 of addi­
tional technical assistance contribution. The justification for this
 
course of action would be that this gift would be utilized by the 
GOG-albeit not under optimum conditions. GOG would receive the
 
benefit of a modern workshop and operating systpms and procedures. 
However, it would not be long before a "quasi lame duck" would be
 
discovered with all the problems such a situation might entail. 
Further, although the loss of foreign assistance funds wold involve
 
only a certain part of the U.S. $6.4 million spent on the project, 
this alternative would not represent an optimum use of such funds.
 

3.3 	 Seek the participation of multilateral donors. This alternative
 
would involve the suspension of foreign assistance by USAID until
 
other 	donors, namely multilateral institutions, would commit them­
selves to a meaningful contribution to the project. It is doubtful
 
that such donors would contribute the entirety of the funds required 
for spare parts and technical assistance over the next two years esti­
mated at U.S. $2.1 million. If USAID and other donors, such as IRBD,
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FED, 	etc., were to share these costs, then it would be possible to
 
insure a reasonable degree of operating efficiency together with an 
improved chance for economic viability--two worthwhile objectives in 
foreign aid project. Serious consideration should be given to this 
alternative (the best so far). 
 At the same time, there is an obvious
 
need for quick action in order to minimize discontinuity and inherent
 
costs. 

3.4 Turn the operation of the Kotu Center to private enterprise and
 
broaden its mission to service public sector vehicles and privately
 
owned automobiles and trucks. Although privatization would be
 
applicable to such an activity and might be resorted to in the 
future, it is doubtful that it would provide a workable solution
 
at this juncture for the following reasons:
 

(a) 	Lack of local qualified investors with a successful experience
 
and track record in this line of business.
 

(b) 	Scale of the project and magnitude of the investment or high
 
cost of lease.
 

(c) 	Lack of operating experience at the Kotu Center--a far cry from
 
MED operations in the old R.A.F. hangars in Banjul and/or pri­
vately owned automobile service centers in the Banjul area. 

(d) 	High labor and operating costs--probably a private operator
 
seeking quick profits would take measures including shortcuts 
to reduce costs. Service quality may suffer.
 

(e) 	Difficulty to clearly define maintenance and repair work al­
location between public sector and private sector vehicles. 

However, once the Kotu workshop has proved technically sound and
 
financially self sufficient (two unknowns this time), it would be
at 

possible and even desirable to consider various privatization alter­
natives. Until such time happens privatization does not appear too 
practical. 

I 



APPENDIX I - ENTERPRISE CHECKLIST (CFP)
 

The Gambia Produce Marketing Board (GPMB) 
Banjul 
The Gambia 

FACTORS 	 CURRENT STATUS AND TRENDS 

A. Economic Viability
 

1. Profitability Track Record 	 Poor
 

2. Subsidy Element 	 GPMB does not receive subsidies but has
 

paid subsidies to farmers and others as 
required by GOG and was not reimbursed 
by GOG.
 

3. 	Protection Element Not applicable since products are ex­

ported. Rice imports are necessary on 
account of Gambia's inability to be self­
sufficient.
 

4. 	Market Share One percent (1%) of world market for
 

groundnuts and groundnut products. In­

finitesimal share of world market for
 

palm kernels and cotton. One hundred 
percent (100%) of domestic market for
 

rice, groundut oil and grain (maize,
 

sorghum, millet).
 

5. Import competition 	 Not applicable.
 

6. Domestic market potential 	 Break up of de facto monopoly of cooper­

atives for inputs. 

7. 	Export market potential Evaluation of GPMB marketing performance
 

is required.
 

8. Staffing/Organization/ 	 Likely personnel redundancies/highly
 
Management 	 centralized decision making process/
 

weak management.
 

9. Wage and salary income 	 All personnel subject to civil service
 
compensation scale. Maximum govenment
 
salary of U.S. $5000 per year. Perks
 

by top management include car, housing
 

and servants.
 



APPENDIX I - Page Two
 

FACTORS 


A. 	 Economic Viability (Continued)
 

10. 	Plant Productivity 


11. 	Adequacy power/utility/ 

transport 


12. 	Dependability of Accounting 

Records 


B. 	Deal "Do-Ability"
 

1. 	Potential Operating Independence 


2. 	Government Accept Paper/ 

Lower Price 


3. 	Government Reschedule Debt/ 

Assume Liabilities 


4. 	Other Creditors Flexibility 


5. 	Union Contract Flexibility 


CURRENT STATUS AND TRENDS
 

Under-utilization of depots and process­
ing facilities. Substandard 
condition
 
of processing facilities 
 due to poor
 
maintenance.
 

Power supply adequate in Banjul. Oil
 
plant fuelled with groundut shells. De­
pots and other installations outside
 
Banjul equipped with Diesel Generators
 
(occasional fuel availability problems).
 
Truck fleet recently donated by Japan. 
River transport equipment is in derelict 
condition. 

Records appear to be fairly well orga­
nized. Information is available by pro­
fit/cost centers. 
 Managing Director is
 
a British trained CA. Although audits
 
are not qualified, several balance sheet
 
items may be questioned.
 

Possible if GOG does not 
use GPMB as in­
strument of economic, development,
 
fiscal policy.
 

At present, GPMB is bankrupt and is 
not
 
marketable.
 

Not applicable since the major part of
 
GPMB liabilities consist of short term
 
obligations with CentLal 
Bank. Resche­
duling would be difficult.
 

Limited room for additional offshore
 

credit line.
 

To the best of consultant's knowledge,
 

no union contract exists.
 



APPENDIX I - Page Three
 

FACTORS 


B. 	Deal "Do-Ability" (Continued)
 

6. 	Local Cost and Import 

Financing Requirements 


7. 	Full Divestiture vs. Lease, 

Management Contract 


8. 	ESOP Potential 


9. 	Small Business Generation 

Potential 


C. 	Other Factors
 

1. 	 Strategic/Social Significance 


2. 	Natural Monopoly 


3. 	Impact on Development of 

Country 


CURRENT STATUS AND TRENDS
 

Free foreign exchange market and no re­
striction on import of machinery.
 

Full divestitute not practical. However,
 
opportunities for partial sale of assets,
 
lease and management contract.
 

Very limited potential. Only higher
 
echelon would be able to participate. 

Distribution of inputs, processing of
 
commodi ties.
 

One 	of the major sources of foreign ex­

change for GOG. In addition to 1200 em­
ployees, GMPB is the hub of Gambian agri­
culture (at least 80,000 farmers grow 
groundnuts).
 

GPMB's monopoly on exports is linked to
 
commodity price stabilization was and
 

should be GPMB's primary objective.
 

Has been considerable between 1975 and
 
1983. Use of GPMB for development pur­
poses has led to GPMB's bankruptcy.
 
GPMB allegedly not be used again as in­
strument of economic development policy.
 

j 



APPENDIX II - COUNTRY PRIVATIZATION CHECKLIST (CFP)
 

Country: The Republic of the Gambia
 

FACTORS 


A. Host Government
 

1. Top Level Commitment 


2. Enunciated Policy 


3. Power to Implement 


4. Mid/Lower Level of Commitment 


5. Accessibility for Dialogue 


6. Awareness/Availability of SOE 

Costs 


7. Private Sector Ifluence 


on Policy 


8. Officials Dependence on 

Outside Income
 

CURRENT STATUS AND TRENDS 

No expression of commitment at level
 
of GPMB's managing director, Permanent 
Undersecretary at Ministry of Finance. 
Only commitment was expressed by Execu­
tive Director of the National Investment
 
Board responsible for monitoring perfor­

mance of public sector enterfuses.
 
Commitment from GOG is sought by IRBD
 
and IMF.
 

National Economic Recovery policy goals
 

formulated by GOG have been incorporated
 
in the protocol of understanding of Feb­

ruary 1986 between GOG and IRBD.
 

None at present except by Presidential
 

Decree and/or Act of Parliament. IRBD's
 

objective is to implement management by 
objectives of GPMB and two other major 
public sector enterprises by October
 
1986.
 

Not known is detail. Likely lack of
 
interest reflecting attitude of top 
echelon. 

Fair. Dialogue has started and condi­
tious now exist for its continuation.
 

Cost data are available. NIB officials
 
very familiar with SOE operating costs. 

Informal and indirect through membership
 

in Advisory Committee (as is the case
 
with GPMB) and access to Government offi­
cials (Lebanese trading community).
 

Presumably some dependence
 

/, 
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FACTORS 


A. 	Host Government (Continued)
 

9. 	Open Economy vs. Managed 

Economy 


B. 	Political/Economic Environment
 

1. 	Legal Barriers to Privatization 


2. 	Economic Stability 


3. 	Political Stability 


4. 	Unemployment Level 


5. 	Physical Infrastructure 


6. 	Regulatory Climate 


7. 	Parastatal Share of Economy 


8. 	Reasons for Parastatals 


C. 	Business Climate
 

1. 	Role of Informal Sector 


2. 	Management/Entrepreneur Pool 


CURRENT STATUS AND TRENDS
 

Managed economy since the 1970's
 

following departure of Unilever and
 
other expetriate trading communities.
 

GOG 	would like to free some of the
 

activities performed by SOEs.
 

None except that Constituent Acts of
 

GPMB and other SOE's must be revised 
to allow for divestiture, even partial
 

divestiture.
 

Highly unstable economy (inflation and
 

foreign exchange shortage).
 

Very stable. Country has recovered from
 

1981 coup and a democratic climate pre­

vails. Next election in March 1987.
 

High underemployment level.
 

Minimal by world standards but average
 

by 	LDC standards. 

No 	excessive regulation of investment,
 
registration with Attorney General.
 

Over 50 percent.
 

o 	Fill vacumm left by departure of
 

expatriate arms/operations
 
o 	Price stabilization
 

o 	Development purposes
 

Probably important
 

Extremely limited
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FACTORS 

C. 	Business Climate (Continued)
 

3. 	Ethnic Minorities 


4. 	Permits to Start/Expand 

Business 

5. 	Freedom to Hire/Fire Personnel 


6. 	Parastatal Preferences/ 

Obatacles to competitors 


7. 	Tax Climate 


8. 	Accounting/Audit Skills 


9. 	Other Donor Presence/Support 


D. 	Financial Markets
 

1. 	Long Term Financing Types/ 

Activity Level 


2. 	Financial Market Types/ 

Activity Level 


3. 	Significance of Non-Bank 

Financial Institutions
 

CURRENT STATUS AND TRENDS 

Lebanese trading community very influ­
ential.
 

Normal permit procedures for start of
 
business. 

SOE's have started firing 2000 employees
 
since January 1986 and more layoffs are 
planned. Managing Directors of SOE's
 
appointed by the government. Hiring
 
process of managers often politicized.
 

GPMB favors coops at expense of private
 
traders. Also parastatals do not always
 
maintain arm's length relationship with 
other parastals and suppliers of ser­
vices. 

Corporate income tax for private compan­
ies. SOE's exempt from income tax but
 

subject to three percent tax on sales 
turnover.
 

Higher than in several West African
 

countries. Better trained accountants
 
and 	auditors.
 

U.K. (health)/Japan; (transportation)/
 

Germany; (sawmill)/China; (stadium and
 
hospital) /UNDP/others.
 

Limited by Central Bank. No long term
 
financing by other institutions.
 

Closed investors market dominated by
 
traders of Lebanese origin.
 

Same as above
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FACTORS 


D. 	Financial Markets (Continued)
 

4. 	Availability of Local 

Entrepreneurial Capital
 

5. 	Foreign Investment Interest/ 

Restrictions 


6. 	Capital Flow In/Out Trends 


E. 	 U.S. influence
 

1. 	Conditionality Opportunities 

for Leverage 


2. 	AID Mission Support 


3. 	Embassy Support 


CURRENT STATUS AND TRENDS
 

Same as above
 

Open to foreign investment procedure
 
involves application for development
 
certificate, registration with General
 
Attorney, preparation and submission
 
of feasibility study with NIB, MOF,
 
MEPID.
 

Inflow of foreign capital encouraged
 
thT.,agh several incentives (income tax 
holiday/lowering of import or export
 
duties/loss carry forward). Free trans­
fer of capital to countries within the 
Sterling area, but controls for other 
countries.
 

Theoretically good on account of lack
 
of resources and dependence on donor
 

aid.
 

Full support.
 

Full support.
 



APPENDIX III 
- LIST OF PRINCIPAL PROFESSIONAL CONTACTS
 

1. U.S. Embassy
 

o 	Ambassador Robert Hennemeyer
 

2. U.S. AID Mission
 

o 	 Mr. B. Bahl, Mission Director 
o 	 Mr. T. Mahoney, Program Officer 
o 	 Mr. T. Erlehy, Assistant Program Officer 
o 	 Mr. S. Norton, Project Officer 
o 	 Mr. T. Hobgood, Assistant Agricultural Officer 

3. Government of the Gam.a
 

o Mr. Janah, Executive Director, National Investment Board
 
o 	 Mr. Abdoulie M. Touray, Financial Controller, National T nvestment Board 
o 	 Mr. Mamouk M. Jagne, Permanent Undersecretary, Ministry of Finance 
o 	 Dr. M. McPherson, Harvard Institute for International Development 

(HIID), Advisor to the Minister of Finance and Trade 
o Dr. R. Hook, HIID
 
o 
 Mr. Byemass Taal, Director, Department of Forestry
 
o Mr. Nyane, Registrar of Cooperative Societies
 

4. Gambia Produce Marketing Board
 

o 	Mr. M. M. Jallow, Chairman of the Board and Director of S. Madi 
(Gambia), Ltd. 

o 	Mr. K. Jallow, Managing Director
 
o Mr. Drammeh, Operations Manager
 
o 
Mrs. I. N'Dow, Chief Accountant
 
o 	Mr. Gway, Manager, Kwinella Depot
 

5. Gambia Cooperative Union
 

o 	Mr. M. Dibba, Managing Director
 
o 	Mr. Soa, Acting Marketing Manager
 

6. Other Contacts
 

o 	Mr. Bernard Gregoize, 
Project Manager, Louis Berger International
 
responsible for Kotu Automotive Maintenance and Repair Workshop
 

o Mr. T. Banna, George Banna Company
 
o 
Mr. Dietmar Matull, General Manager, Senegambia Beach Hotel
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THE GAMBIA 

No. 4 oF 1973 

Assented to by 

this Twenty-ninth 
..1973 

'The 
day 

President. 
of March, 

LD. K. JAWARA,(President. 

AN Act to establish in The Gambia a Produce Marketing Board and 
to provide for the regulation and control of the'marketing and export from 
and import into The Gambia of produce and for matters connected there­
with and incidental thereto. 

Daft of
 
comm=cO- [ 5th April, 1973. j 
meat.
 
Enactment. ENACTED by the Parliament of The Gambia.
 

Short tid. 1. Tis Act may be cited as The Gambia Produce Marketing

Board Act, 1973, and shall come into operation upon such day or dates 
aa the Minister may by Order appoint. 



Us loft "ct unleu~tha contoat othvmte requiros: 

Dowzd muw: Ike Gamia Produco Mftrkft3u boar& uitsb. 
UMn&*z:izwtvn.3ottMl Act; 

o to~iub.~rotion 2)fct 19 %,b~ 

"Distric Authority" lwis tho =~me -mewftn.anm in, W,~ LoU=1 ciAp. a9.
 
Oov==eit Act;
 
NzapoyY eatuany Pcron enployedly tho-BOWr who Isnot
 
mnoil~or as defind by tril fton;
 
41 WOrtmn export ftom Tho Gambia. to any place outddo
 
the Imto of 1Uo Gambia;
 

lione mma to bftn or caum.to'ba bwaght-Into Ibe Gamaft
 

"Ulceacod boyr" MoMs aprdon Buthorwsd to Purahmroduc.
 
dirfikomtho v&=on be~fof the &cord; 

"IIowfl!d buyln8 agent" meem~wby~ini 19az of 
vad llc~co 3rantc by tho Dowrd u adn1 fti 
Th bathicho ofproduebojonbh~of thoBoard; 

at 
c 

"MD31atat" me=n ths Vfin1t roamnsblo from time to tim for 
dsiVdmz1rr.onof~thAc4;
 
floffwe" mai n uy pwn emgr1oyed by the Botud at an iItIal
 

"licensed dlbtributor" vmens a pmon or bunoc houte
 
Autod to wal r~ce wbolozm1 or roul to conwsm wftthn the 
Oamb&& 

"prouce"mcans tha ptodmc ientloned Inthe Schoxdub to this 
Ac=sd~ay,d~zivative thereof acd auch4Athe piodtwe that may
from tlietothdm bo uOMdto h Sceuleby order of t 

I*od re me -aVemon anp.-d Imthwcultivatlon or colco-
Uor prepzaton ofpOwdue; 

"purhmr" Inc~wlen =)~iam ori bm'rr, vwther fbi e or 
e~tvices and any aezzcment or contract of puwchas, w=Vor 

GOW61 mincudes cxcb=V~ or ber whethar for poods or services 
waaamrento onro oslywhm rW~r 

tnmde rnwm ampmon autliorhed'in wditnby-t licened 
buyins apat and appovt of by thsmftd;l to huiwpo tW. 



41 ~ ~ Gamt'ProdiceMarkelhin ?Awd Act, 1973 Lth 

-~3f41Onw ohomlng Into opamfon of thsAm there shll be 
mint Oo _. theroof Doad to ba known uaetfabliuhodfbr the puUpoSe aMarkoft 

'A • o l be a body cororateT=Wbi ftodow Markotina Boad. which 
with 1enptual succeWon and a common ted and with ower to we and 
beot InIts corporate nam and fbr and Inoon= on wit t Act. 
m pzchme hold, m.u and dispoas of re and personsl pro 
AM may enter Into ouch ooptrt f may be necestary or ap nt. 

(a) 	a chpakmn to b appointed from outside the Board of Dirv.-tors 
by. 01% Prealdent on the neommend&ton of tlimeInilter. 

(b) tho PerMAnent Scetmy Ministry of Finance or is nomizri 
*asVice iairnan; 

(c) two Directors who shall be non-Producers and who may be 
public omcora, to be appointod by the President on the recom­
,fltndation of the Minlitor; 

(d) 	eight Dircotor: who sholl b Producors to be appointed by the 
Pieddant on tho recommendation of the Minlstor; 

(e) tho Manotin Diector; 

() he Permanet Scretary, Ministry of Agriculture and Natunl 
Resourcm or his nomineo as ex-oIcio membar. 

"3)ThVm-Chairman of the Board Oll exwqse all the powers 
and fUotlons of the Chairman in the absence of the C haltma.i. 

To 	 s l al
h!vhwy l	 to advise ths Bbard4e-41) be an Advisory CommltteeCommam w" Icns of­

(a)the Director otAgriculture; 

(b)the MaplnI Director of S. Madi Ltd.; 

(c) the Managlng Director ofT. Massry &Sons Ltd.; 

(d). thL Regbtrdr of Co-operative Soclatles; 

(.) 	the Mna4ing Director of the Board; 

U) two othar membars to be appointed by the Preadent on the 
commendation ofthe Ministir. 

runitho of (2) It shall bo the duty of the Advisory Committee to advise the 
on matto lana to proddct: 	Ad4 Boa pr Indutries. 

Q(3) The Advisory Comniueo may meet and adJourn ait thinks pri.Questons, arisin at any niesting shall be determined by a majority ofvote o-the members presnt and In the case of equal ty of votes, the 
airmiansh uve a soand or Castln vote. 
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(4)Three members of the Advisory Committee shall form a quorum. 

(5) Any 'member of th Advisory Committee elected by the members 
present at a meting may to the Charman thereof. 

5. The Chairman anit the Directors of the Board (other than the Termer 
Managing Director who shall hold office for so long as li is the holder OM. 
of that post and the Permanent Secretary, Ministry of Finance or his. 
nominee and the PNrmrnent .-cretary, Ministry of Agriculture and 
Natural Resources or his nominee) %hallhold office for two years from the 
date of their rmpoetivo appointments and shall be eli1gible for re-appoint­
meat for one or more like terms: 

Provided that notwithstanding anythins in this section, thp Chairman 
and Dreetcrs of the Board *2al hold office at all times subject to the 
&ve= of th Pre.itont. 

6. 11- peinbors of the Advisory Commnittee shall hold office at all Trmof 
time durft the plessure of to President. 0te of 

Adisory 

. ",7.-{-1) The 13ornrd way delcgate any of Its power to arn txeculve Decutlve 
Conimiitt conskting of such Dlrctorp of the Board as the Board may Cwmmte. 
think fit. Th Dorrd s!:ll determine lo number of F1,irectors required to 
fbrm a quorum at of tho Executive Committe,.mx'tn 

(2) TIh Exe 'utvo Committee shall in the eercl of the powers so 
delk t, conform to any rzuuatletm that r=y be Imposed upon It by
.b.Loard. . 

(3) Tito Executive Committee may elect a Chairman of any of Its 
.tnoctl Tn.b pbzco of the ChQPiTme and Vice-C&alnan of the.Board. 

(4) 'IxiiExocutt1y Committce may meet and adjourn as it thinks pro­
po. Questions arlsln ak ny mectiL R hall be determined by a mnjorlty 
of votei cl the Directors present, and In the case of an equality of votes 

shall haveatbo drshntmri .cond or casting vote. 

(5) The Crirman of t, Board may rquire that any matter which Is 
before the Executive Committee or any matter upon which the Executive 
Cbnptto has mcdo a deidon shall bz rcfbrr d to the Boa for a dcision 
and th: Committee shll thoreupol refbr such matter to the Board for a 
decddon. 

I loard Is itcapacitated by lilacs. absence TeeipoIf any Diretor of t!, 1 
or other ufficlent cause from performing the duties of his office, a sultable aben af 
perton may be appointed in accordance with the relevant provisions of Diretor, 
sub-scvtion (2) of section 3 of this Act relatin to th appointment of 
substantive Directors, and every such person shall have all :t powers and 
anthoritles of the Director for w,!om he i6acting until such Director is 
agan able to perfbrm the dr les of his office unless the term of offtco of
 
suh Director shall fr t have explred.
 



sibummor 11mw, abemno or oLit aulflent camze from jpedbr so 

ft. Advlwwoom~Ofinan&ldftof of Oia Mwh MMSW 4WD*A O 
oxmnftm pomof hmebr brW 13atng u s giOU11om n 

wbe fo4rmdM fvovowo "Nr 
10;.tI& bj c~M ~fond; dtsim~tw.obtan-Bo1Lny~~ 

co.Opt. the jjocFapdnuon n!.attazr~W, to RoasdiMW W 

Mam pi~am~ oapany
 
no
wdon 

Maninsto 

a~~- c n~1 't xld~t~ avACllyOcimkath numbetra of rco f!i 

WUL2)Al!brtheeprtp cnduct! of th buaztsad of t nitctiv. o th 

Aditor and1l mmutndcirata cbtmmd= of the notw bo pfrad fromv that&o thet 

9U~wasw=ro tiop vk 3O wbz 5(iworom h h17. e n M 

if "Ediyaondi Wlnss 
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M)) lbe Mi.w. iDl.tor shll b aoInte by thb rnadm4 ont recoOMn dton of theo Minhit In.obsuhatlion with tho Board.' 

.(3)The ManDrector Chl Lvo power to owvlau spervislon
aW control ovw. tbe d and proctling of erl employca of tre Board In
mattims ofe&culivo sInniation and mtters conccrnnS the nacountsA 

ad teooA of the no-W. "dGubJwct to any restrictlons which MAY be

ImPosed bY the Doud. the power to diomo ofail qnitlon roding to the


Ice of the WA.d employ, nd th* pay, pr~loa and aflovmme.
 

(4 Teoard tk rh~IkjSt to the MAlani Director inch of Its
INZO&nnU ara n>r.* to Oftbi, hM to ttanmaedeently tho day to
dY bui 'bf th.e and lbr tWh purpow the Bowd may, from time
 
It U , Issuo writ=2 1099018r~~n.
 

S.--1) 8ulJguct to tho provilons o.1 uoh-oction 2 of thk wclon A 

(a) ft time to time qain t, on ou& slariesuand u &MCMhtnn 
ad c. duom a may tink fit, ouch offloer (a d-oflned m

.by .ldon 2of'idls Act bt not Inc ldin .Mn Director)
,sth.y may d am nevewary for tie propr and efic10 t conduct
of the opmtlone of the Bov.d, and may at any time terminate 
wy auch ardTitment; 

(g)grant P1:lon, rartuldes or rctflr n allowfince to any ofl rs
 
or eml1oym end.may require offlcr, or employe," to contri.

bute to any pefon or con ttbutory echemo; 

() "nae s relakti1Isj to tho conditions of service of staff; and 

(W from time to time arx..t g!mts to paeom any of the dutifs
 
imposod upon the Muad by t Ac.
 

.(2) The trmimad conditions of appolntment of omace and
employme. on a ail having a nWe.ue mikum &eteding D3,OD.00, the 
terms and conditon of pensions and contributory seel.ir and Lth
appointment and termination of appinlatment of off em d2l In every
oae buject to the por approl ofi te Minister. 

2A--(1) It shU bth duty of tha Boardto soumire themost fihvour. pumtios of
abla ammenta for tho pmrehmo for cport and ale, and Import, of all tM~xr, 

proumI thstdShedleto fibAc, -y ms ofallocRtlon offlinda,and, as otherwise provitidc under sub-tion (2)ofthis section, to promotp
the demelopment of all produce purchnad InThe GamblA for the benefit
ad prosity of thepoople of hd Oambla. 

k2) Vithout prejudice to the lpermliy of the foropoin$, the BoardsllaI w"v pow*t'­

(a)Subject to t approva of the Minlster, to ft prices to be paid
from time to tai to Jaiabhn pndgcen for th*,prodtece aid 
4aramrly to rrvi In 14s mannier as the opid hl think
 

- .ftono*I suchikc,;.
 

http:D3,OD.00
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,(c) 	 to epodt llmnu,.d baying ats md or lku Wp 1%r 
thapurdueof Oamblang 10Nonbewf Raw­

(d)tafxithor to omtotntotw et hi k 

i,(4) annuly to grant, renew or withhold 110nM in r of 
Hoewdbqf Anf an-i os Uikmzd buya and orOc 

duti txm to Impe=o conditlowt up.ln W = or B NsI 
of suh liMnwx and to cml or autpand ray awud gwv fbi 
brach of any such condittons or ot ond an=; 

C)) to at, WAIMIld OT oasmI In t abholul &=O&A mny 
approval or pormisnion given undor the provisvon. of PAAct 

do ~CMa- tke &uk mt of ftdWn by &Ma Lyk11"ft; 
ionsultion Wtht, AppropthW D t Authorl.J t ehroughmebun of tbl Comh3lion1or of ft Division

conoer=4 to appo"tt pla as ai. na wc ftH 
be the only pl.ams at which produce may to wf'tld and 
chased by 1 but a&"t4 Ucnwsed bumo by h ; 

(0 to tell produca tnd to do eli thln&, noe y for and in con. 
necon with the solo, export, Import, chipment and atomroof pou; . 

(/) 	 l the pdor nppP.d of. aaio n suh trmand mandtons 
as may b lmpo- d by ft ut to eqtzmbLba promote
compini. " for or InconneWlon with any of th purpom of this 
Ad~ and to iw~k hold end dipms of duns ind Lktemat 

(k) to all or auply on credit to produ n produp as toods Inmach 
quantity nd r 	 pypy oa cua4at mx In the case of 
upon nuch terms and oontldons of suppl or PAyMnt (wh . 
ther In ch or klnd) and at ucehr wa Matue&afth Bwd 
with the approval of the Minla aW think 11t. 

(1) to waint licensed d i1-butors, and to fix the ptice at which rlowill be sold vHtln the O(xe'omW 

. (3)Any five or more Diretors of the Roard may require tbt any
d oe~n of Lhe Board &hal b* m to tb Mlinhtr and In that event 
muc dblaoi shell not be carried into eatbct exc*t with tho priormppoval
of,and upon such tzrme and conditions as may be imposed by the Ministar. 

Publeatk 21. ParticuLrs of any grant, appolntmt, reneW, cncelattion or
afappolat- sunpn oifaddnidelr the provisions of po retaphs (() and () 
mm.m., of sub-ectlon (2) of the lbst preceding toctlan shall ba fiAQ byth
Inth Bdto t Mlstor who chili auto tceouha boto pub In th 
Qwda Qt 



.17 
.44. 41 	 1le' 

The GainbaProduceMarketirg))oardAct, 1973 

U3&-(0) The Board may dirxt that ny produce listed Inthe Schedule Load
 
to this Act, which Ispurchasd in Tht GaLlbia for mechanLWd roeng promting.

14 The 04nxbia shall bo purchetd from the Roard Qn such fernt am
 
conditions as the Board may from time to time apply.
 

(2) The Board may purchase, on ouch terms and conditions as the 
Bord may from time to time apply, any product resulting from the local
 

of produc listed In the Schcdule to this Act offered for sale to
 

(3) Any person who act. contruy to a direction given by the Doad
 
under sub-moton (1) of this mcon shall be guilty ofean oflnco and hll
 
be liable on conviction to a fins not exce dIPng3 ,000.00 or to lmprdson­
merat for a term not exceeding two years or both such fine and Imprison­
ment, and for a second or subsequent offence to a fine not axceeding

D25,000.00 or to Imprisonment for a term not excooding four year or
 
both such fine and imprisonment.
 

2&-(1) 'ho funds of the Board shall compris grants by or through pundsof

the Government of The GambL, moneys derived from the se-lling of thsgoad.

plodiioo, borrowlngi under aection 16 of this Act, and such other sums
 
as may ftom'any source and at any time ba granted or allocated to the
 
Dowd; or a3 may be earned by the Board.
 

(2) 'Ile Romld shall from time to timo apply the ftuds at their
 
dlsposA, or any such part of such funds as they may at any time think fit,
 
to and In connection with the purcham of produce, to the carrying out
 
of ail or any of their powers, funrtions, responaibilitles and operations In
 
onnection with the purporews o this Act, to the payment of siwlarls, gra.

tultie, pensions reiring allowances and expenses of their members,
 
*ocas 	 and empfoyees and to the establishment and for the maintenance 
of itiVmril and price stabillsation resrves and of such other remrves 
as the Mlnih~all from tir,)to timo direcL 

Th Board ,hall.In s.ltion to its renefal rcaerve, establish price
 
stabl'#t ation rmvc In respect ofproduce bolna marketed.
 

2A On the cohmng Into ojpratlon of this Act, moneys in the Farme Trmnrtot 
Pund whh vas established by The GambJ- Oilseeds Marketing Board oe.osln 
A Hl formprr of the funds of tho Board. PUams 

Pund totW 

23.--(l) Moneys standing to the credit of the Board'may, from time Po" of 
to time, be placed on deposits or be invested in socurities, stocks or shares, Board to 
approved either genermly or spocifically by the Minister, and the Board invaYand 
may from tinm to time,with like approvwA, tell any of all of such securitim, make loms 
stocs or hmres, to ton. 

Mount. 
(2Xa) It "hallbe lawful for the Board to make and for the Govrn. 

meait to rpcve loan. out of moneys standing to the ctedit of the hoard 
upohtbras astnay bo agreed by andbetwon tha Board and tho 
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of 
r 

citThe Gambia. 
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Ci TchS d) stud, to dafi and tta tim v~tis z ~dfi
wk~ch pioduo a pxMR4 in Mhe lhvdula to l)da Act way epfiw 

flmtIctim .7. Fromadafc-th oomnmvnt ofthlaAct­

swdexportof "(1) no pomelIll purchoe produoo e~wpt-. 

(6)thebotd; or 

(b)alkched buying a int, 11 dw.buy'r ior'gouwad &ltribuor 
uctingon bohif of EBoard; or 

(c)a pmtmnfin Vfls Act -dIbrrod to as a tradet) ad3horked in
wvrig"n by a llcowcd buyinS kNtnt and .pproved 6f W '&o
Roard "or 

(d) a regicteed Eocdety wiffin Mq xncanldg or -aeon 7 oT fle 
cap. 33. Co-operatve S3ociatICS Act, fromn a member of such eaclety; 

(2) No pxta dmzll prchm oundruts-i#ytuov*
Inod r .hVrbasoci ro idw or

at.plhm'othcrdanbiaato; 

nuts by anImid, wheeled or wator transport save wth e per­
misson Inwrit of a Comminsoner; and 

(II) durfug hoztra& wxon mcvo sqmy.~ mf by vhvstd 
tramport btmcn auch hours and Insuch umea as tho Mliit 
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(a)pirduve iihh p pe ft1 hBord;or 
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Provided dint notwithtanding the prov~som~ of sub..sections (1)azd
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purchas rice throiDh n 11conied distIxbutor or ruta'ler, szi mfay at any

daorg1lice, bjozrilds for usE or conisumrption vdO0dn the Oftbla pur.
CbM0 et rodte not oxcoodlng Inm~y-ne yezsr OoMiftdri Mlit: 
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Provided frthor that, In any prowe-utlon undir this &ection, the 
butdon of rvln that any produce purchas I for um or consumption 
within The Gnmbla =hal1 li on the ponron chargud. 

21 It shall be tho duty of all licentd buylng avents and trader$ to Duyto 
dayaad _pisplayedin aprominent place at eachsaea l 

stan, partflcfi of tw current prica of produce ts fixed by the 
Wh IT (a)of of section 20 of this Act. Such ar. p 

___ 

krh _ub-actlon(2) - at bg. 
*qu b W Inboth EngLs and A-ablo rcrlpt and In the g imc 
=I"{k]p mmol w y Intho dirlat concorned. 

.,V.= r 0cH c and avery documecnt of appolntmen4 authorha. Produot 
tit$or t ..onsm ba kept by theperon to wh6m Itreatana.ndl, oftlUnme 
at fth requft of any Admiildrative Officer, any member oF a DtWct 
Authority or any person authonsqd In writing in thAt behalf by an Ad­

s0trlveOfilmer or by any member ofa District Authority, be produor4
 
I smhI at all reaonabla hour,
ni 

3. The BorD, with the prior approval of the Prvdent, mty from Po wof 
t o tinmo enter Into any arrunment with the Government of any RA to W 
tintry, or with any deparment, authority or poron In any country, fbr tert04!=P 

crIncoction with any ofthrpurposes ofthl Act. 

3L Any person nagrlod by tho refusal of the Board to grant or Appnrls 
retdw a 1ilnd bq'ns-asent's licence, or a ceuned buyer's licence, 
or lkesmW dtrlbutor' fnce, or by rfsaof the Board to aprovethe 
aplntment of a tredr', or by any condition Imposed by the -Board In 
abbaftdon wt any such liac or approval, may within twonty-eight 
don appl In writing to the Mlaer whoso d6edion uhall be final. 

LThe occounts of the Doard up to 30th September in each year Auditof 
aha be audited by an auditor to be apI3roved by thi MNlubter rc pondbla AOwCfl.. 
fbr financal matters and a copy of the acounts o audited dmll, not later 
th such date as may be epefled by the cNtar, be submitted to the 
Minister and lad before Pirliamnt; and such aboowits shall be repro­
duae in the Anzual Report refrred to In econ 33 of' tUis Act. 

U3 soom ir; ba after the 30th September In every yoq, th .Amual 
Boatrd sall a rept of their operations during.the year, and such R00th 
report shall be publlsed In such manner as the Minister inay dir t. 

34. Any person who fleely holds hmnerlf out or ieprrnt8 hitivielf IPAW e­
to be a loensdbuyln, apent or alicensed buyer or aperson acting on the taMtIOCL 
authoity or onstuconof tho Board shall be guilty of an offence arW on 
conviction ba liable to a fin not exceedIng D500.00 or to Imp sonment 
fbi atfrm not oxceeding one year or to both such fins and lmpd,.unment. 

.6 Where al olTbnce agalnst thia Act h5 committed by a body cot- spcial p 
porate and mch oftl has been committed on the direction ofor with vilon as to 
to concent or aproval of any director, manager, secretary or other dlrmcos.
 
oflfim of any suchcorlrato body, that Individual, as wall as such body
 

ate hO be gfl and may be proceeded aainst,lty of that oiancaWA if00v1 punishod R: rdin~ly. 
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pAmmD in t House of VI~emeeo~tv this Twanty-eighth day of 
Lwid One thouand ninchundred andFebmtry In tho year of (za 

S. A. R. N'Jie, 
E2Zrvk ofr dia Now of Peprescnlatime. 
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with the DOII which 4ma pasel the House of Peroentativos and fund 
l~imonba atm md cofre4m,1~ofA n OW 

S. A. A. N'Jm, 
C/er/ of the House of Representaives. 

FFWWs btift GWernvt I'rktt Dqftmwst-13I3734OD, 



EXHIBIT II - GAMBIA RIVER TRANSPORT COMPANY: 

FINANCIAL DATA
 



RECENT TREND, GRTC FINANCIAL STATEMENTS
 
Fiscal Year Ending September 30 (000 Dalasis)
 

ITEM 1976 1977 1978 1979 1980 1981 1982 1983 
Craft(1 ) 

Establishment 

Administration 

Financial 

Total Expenses 

1,246 

118 

138 

60 

1,562 

1,515 

139 

190 

41 

1,885 

1,494 

175 

187 

66 

1,922 

1,677 

208 

227 

56 

2,168 

1,704 

164 

231 

52 

2,151 

1,806 

71 

176 

83 

2,136 

2,352 

89 

219 

112 

2,772 

2,443 

65 

261 

161 

2,930 

Freight Revenue 1,703 

Net Profit/(Loss) (2) 185 

1,953 

99 

1,594 

(362) 

2,041 

(98) 

1,398 

(740) 

1,146 

(983) 

1,931 

(808) 

2,832 

(96) 

Traffic (tonnes)
 
Groundnuts 
 n.a. 81,700 82,000 72,400 45,353 
 27,591 58,536 93,318

Other 
 n.a. 23,573 24,367 30,809 31,565 
 30,340 21,196 15,149

Totals 
 79,000 105,273 106,367 103,209 76,918 57,931 
 79,732 108,467


Total Cost per 
 19.77 17.90 18.08 
 19.76 27.98 36.87 
 34.77 24.0
 
tonne, Dalasis
 

Fuel Cost per 3.28 3.58 
 2.86 3.74 5.41 
 5.75 4.90 

tonne(3 ) 6.88
 

Fuel Cost per 1.65 2.02 
 2.02 2.07 
 2.47 3.94 
 6.53 7.20
 
Imperial Gallon
 

Tonnes/Imp. Gal. 
 0.50 0.56 0.1 
 0.56 0.46 0.69 
 1.33 1.05
 
(1)
 

Includes only about 171,000 Dalasis per annum depreciation, or non-cash expense. Thereforp.
 
(2)end profit (loss) approximates cash flow.
InclNii cn_ i 



GRTC FINANCIAL STATEMENTS, SEPT. 30, 1983
 
- Balance Sheet
 
(Dalasis)
 

D 	 D
 

1,411,909.79
Fixed Assets 

12.00
GRTC Trust 


1,411,921.79
 

Current Assets
 

374,140.25
Consumable stores 

1,557.00
Directors' Current Account 


Debtors & Payments in Advance 158,174.26
 
Staff Loans & Advances 695,722.79
 
Cash & Bank Balance 345.95
 

31" 1,229,940.25
 

Current Liabilities
 

Creditors & Accrued Liabilities 	 572,709.10
 
842,614.61
Bank Overdraft 


1,415,323.71
 

(185,383.46
 NET ASSETS 

1,226,538.33
 

Financed by:
 

450,000.00
Share Capital 

(1,888,486.64
 Reserves 

2,665,024.97
Amount Due GPMB 

1,226,538.33
 

DETERIORATING 'REND, GRTC BALANCE SHEET
 
(1976-1983)
 

YEAR RETAINED LOAN BANK STAFF
 

ENDING FIXED PROFIT FROM OVER- LOANS &
 
SEPT. 30 ASSETS (LOSS) GPMB DRAFT ADVANCES
 

(Dalasis 000)
 

1976 581 (+138) 85
 

1977 2,049 1,082 224 (+92) 68
 

1978 2,171 829 ],309 103 140
 

1979 1,978 731 1,270 33 150
 

1980 1,807 (9) 1,771 207 167
 

1981 1,612 (991) 2,246 299 240
 

1982 1,533 (1,799) 2,613 769 401
 

1983 1,412 (1,888) 2,665 843 696
 

http:1,226,538.33
http:2,665,024.97
http:1,888,486.64
http:450,000.00
http:1,226,538.33
http:185,383.46
http:1,415,323.71
http:842,614.61
http:572,709.10
http:1,229,940.25
http:695,722.79
http:158,174.26
http:1,557.00
http:374,140.25
http:1,411,921.79
http:1,411,909.79


- q /;0 / 83 - Trading and Profit and Loss 


Freight Income
 

Groundnut 

Merchandise 


Other Income 


TOTAL INCOME 


Craft Expenses 


GROSS PROFIT 


Overhead Expenses
 

Establishment Expenses 

Administrative Expenses 

Financial Expenses 


NET LOSS 


D 


2,395,959.91
 
435,638.06 


64,797.91
 
260,971.86
 
161,087.71 


TREND OF EXPENSES, GRTC, 1976-1983
 

(000 Dalasis)
 

ftCAL YEAR VESSEL MAINTENANCE 


,-'ENDING DEPRECIATION AND REPAIR 

1SEPT. 30 EXPENSE EXPENSES 


Vessel Facilities
 

11976 129 221 106 


/1977 129 199 125 

i1978 167 287 160 


'1979 167 412 192 


384 149
1980 172 


L981 172 537 40 


11982 171 90i 75 


1983 , 171 508 50 

1A";A , 

D
 

2,831,597.97
 

2,193.75
 
2,833,791.72
 

2,442,833.01
 

390,958.71
 

486,857.48
 

(95,898.77)
 

INTEREST FUEL AND
 
EXPENSE LUBRICANT
 
PAYABLE VESSEL EXI
 

59 259
 

39 377
 
39 304
 

55 386
 

50 416
 

81 333
 

110 391
 

159 746
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EXHIBIT III - REPUBLIC OF KOREA: GOVERNMENT - INVESTED 
ENTERPRISE MANAGEMENT ACT (PROMULGATED BY 
LAW NO. 3690, DECEMBER 31, 1984) 



Government-Invested Enterprise Management Act 
(Promulgated by Law No. 3690, Dec. 31, 1984) 

ARTICLE 1 (Purpose) 

The purpose of this Act tois stipulate basic matters on the self­regulatory management structure of government-invested enterprise
(hereinafter referred to as "invested enterprise") and thereby to securemanagerial rationalization of invested enterprise and to facilitate effective 
control of government investment. 

ARTICLE 2 (Purview of Application) 

This Act applies to enterprises whose respective paid-in capital in­cludes government investment of 50% or more. 

ARTICLE 3 (Guarantee of Autonomy) 

The operational autonomy of invested enterprises is guaranteed inorder to establish self-regulatory management and responsible managerial 
structure. 

ARTICLE 4 (Government.Invested Enterprise Management Evaluation Council) 
(1) The Government-Invested Enterprise Management EvaluationCouncil (hereinafter referred to as "Management Evaluation Council")shall be established in the Economic Planning Board to be in charge ofdeliberation and resolution of matters related to the management of in­

vested enterprises.' 
(2) The following items shall be subject to the authority of the 

Management Evaluation Council: 
1. Formulation ofguidelines for establishing management objectives 

of invested enterprises.
2. Coordination of Management objectives for invented enterprises.
3. Formulation of common guidelines for budget preparation.
4. Evaluation of managerial performance of invested enterprises.
5. Other matters concerning the management of invested enter­

prises as determined by Presidential Decree. 



(3) The Management Evaluation Council shall be composed of the 

Minister of Economic Planning, the Minister of Finance, the heads of the 

central administrative agencies in charge of the respective invested enter­

prise (hereinafter referred to as "ministers of the competent ministries"), 

and non-standing commissioners chosen from among persons of abundant 

knowledge and experience who are commissioned by the President. The 

Minister of Economic Planning shall assume the position of chairman. 

(4) The Minister of Economic Planning may establish and maintain 

the Government- Invested Enterprise Management Evaluation Task Force 

(her'inafter referred to as "Management Evaluation Task Force") com­

posed of relevant experts when its necessity is recognized to provide the 

Management Evaluation Council with research service and/or advice on 

professional or technical matters. 
(5) Matters on the composition and operation of the Management 

Evaluation Council and the Management Evaluation Task Force shall be 

determined by Presidential Decree. 

ARTICLE 5 (Establishment of Management Objectives) 

(1) The Minister of Economic Planning shall prepare guidelines for 

setting the invested enterprises management objectives for the following 

year and notify the president of each invested enterprise (governor or presi­

dent of bank if the invested enterprise is a financial institution. This inter­

pretation shall apply hereinafter) not later than June 30. 

(2) The president of each invested enteiprise shall establish manage­

ment objectives in accordance with the guidelines referred to in the provi­

sion of Section 1 and submit them to the minister of the competent 

ministry. The minister of the competent ministry shall examine and adjust 

it and submit the adjusted objectives to the Minister of Economic Planning 

not later than September 30. 
(3) The Minister of Economic Planning shall coordinate the 

management objectives pursuant to Section 2 and notify the coordinated 

contents to the minister of the competent ministry and the president of in­

vested enterprise not later than October 31. 
(4) The provisions of Section 1 and Section 3 shall apply mutatis 

mu, ndis when the management objective is to be altered. 

ARTICLE 6 (Management Performance Report) 

(1) The presidents of invested enterprises shall prepare annual 

management performance reports, and submit them to the Minister of 

Economic Planning and the minister of the competent ministry not later 

than March 20 of the following year. 



(2) The management performance report referred to in Sectionshall be accompanied by statement of settlement (the documents pursuant
1 

to the provisioi of Section 2, Article 25 shall be included) and otherdocuments designated by the Minister of Economic Planning. 

ARTICLE 7 (Management Performance Evaluation) 
(1) The Minister of Economic Planning shall evaluate the manage­ment performance of individual invested enterprise based upon theManagement performance reports which are submitted pursuant to theprovision of Article 6.
(2) The method of management performance evaluation of the in­vested enterprises shall be determined by the Minister of Economic Plan­ning in such a manner as to be con'ucive to objectively measuring publicbenefit quality, degree of attainment of management objectives and theefficiency of the individual invested enterprises.

(3) The Minister of Economic Planning shall complete the manage­ment performance evaluation of the invested enterprises not later thanJune 20, and report its result to the President.
(4) Upon completion of the management performance evaluation ofthe invested enterprises, if it is deemed that there are any matters to berectified, the Minister of Economic Planning may require the minister ofthe competent ministry to rectify the matters or submit recommendations
 

to the President concerning dismissal of officers.
(5) The minister of the competent ministry shall performcorrective measures when requested to do so pursuant 
proper
 

to the provision of

Section 4. 

ARTICLE 8 (Matters to be provloed for In By-Laws) 
(1) Each invested enterprise shall prepare by-laws prescribing thematters referred to in the following items and submit them to the ministerof the competent ministry for approval. The preceding provisions shall alsoapply when the contents of the by-laws are to be altered. 
1. Purpose 
2. Name 
3. Address of head office 
4. Matters on share capital
5. Matters on stock and investment certificate 
6. Matters on officers and employees
7. Matters on general meeting of stockholders or investors8. Matters on operation of the board of directors
9. Matters on business and its execution 

10. Matters on accounting
11. Matters on method of public notice 



12. Matters on issuance of company debenture 
13. Matters on revision of by-laws 
14. Other matters determined by Presidential Decree. 

(2) The Board of Directors shall be composed of a few directors 
including a chairman and a president. 

(3) The auditor may attend, and express his opinion at, meetings of 
the Board of Directors. 

(4) Whenever necessary, the Board of Directors may require the 
auditor to audit the business of the invested enterprise. 

ARTICLE 10 (Method of Resolution by Board of Directors) 

Resolution by the Board o:"Directors shall be adopted by a majority 
vote of the entire membership. 

ARTICLE 11 (Officers of Invested Enterprise) 

(1) The officers of an invested enterprise shall consist of directors in­
cluding a chairman, a president and an auditor. 

(2) Directors, including the chairman, shall be permanent or non­
permanent as directed by Presidential Decree. 

(3) The chairman and the president shall be appointed or dismissed 
by the President on the recommendation of the minister of the competent
ministry. The numb.f , f other directors, and the method of their appoint­
ment and dismissal, shall be determined by Presidential Decree. 

(4) The auditor shall be appointed by the President on the recom­
mendation of the minister of the competent ministry, and the minister of 
the competent ministry shall consult with the Minister of Finance before 
making the recommendations. 

ARTICLE 12 (Terms of Office for Company Officers) 

(1) The terms of office of directors including the chairman and
 
presidcnt shall be 3 years.
 

(2) The term of office of the auditor shall be 2 years. 
(3) Officers whose term of office has expired shall continue to carry 

out their duties until successors are appointed. 

ARTICLE 13 (Duties of Officers) 

(1) The chairman shall convene, and preside at, Board of Directors 
meetings. When the chairman is absent, a director shall Derform the duties 
of chairman by virtue of by-laws. 

(2) The president shall represent and preside over the business of the 
invested enterprise and shall be responsible for managerial performance. 



In the absence of the president, his duties shall be performed based upon 
the provisions in the company's by-laws. 

(3) Directors shall deliberate items on the agenda presented to the 
meeting and participate in voting. 

(4) The auditor shall audit the business of the invested enterprise, 
and report his opinion to the Board of Directors. 

ARTICLE 14 (Disqualification of Officers) 

A person who falls under any one of the following paragraphs shall 
not become an officer or employee (limit on the executives designated by 
the Presidential Decree) of invested enterprise. 

1. 	 Person who is not a citizen of the Republic of Korea. 
2. 	 Person who falls under any one of the items of Section 1, Article 

33 of the State Public Official Act. 
3. 	 Persons who are specifically disqualified by the Act which pro­

vides for the establishment of the respective invested enterprise 
(hereinafter referred to as invested enterprise establishment Act) 
or by the bylaws of the invested enterprise. 

ARTICLE 15 (Appointment of Employees) 

(1) Employees of invested enterprises shall be appointed or dismissed 
by the president pursuant to the company by-laws. Executives designated 
by Presidential Decree shall be appointed from among existing employees. 

(2) 	 Employees shall be appointed based on test results, work perfor­
mance and other real proofs of competence. 

ARTICLE 16 (Restriction on Holding More Than One Office by Officers or 
Employees) 

The permanent officers and employees of invested enterprise may not 
engage in any profit-oriented business outside their office, and the perma­
nent officers and the employees may not concurrently hold other offices 
without permission of the minAster of the competent ministry or the presi­
dent of the investec enterprise respectively. 

ARTICLE 17 (Salaries of Officers and Employees) 

(1) Salaries of officers and employees of an invested enterprise shall 
be determined by the Board of Directors based on guidelines pursuant to 
the 	provisions of Article 21. 

(2) Non-permanent directors shall not be remunerated. However, 
actual expenses of carrying out their duties may be reimbursed. 



ARTICLE 18 (Treatment as Public Officials In Application of Punitive Provisions) 

The officials and the employees of invested enterprises determined by 
the Presidential Decree shall be considered as public officials in applying 

the punitive provisions of the Criminal Act and other acts. 

ARTICLE 19 (Accounting Year) 

The accounting year of invested enterprises shall correspond to the 
fiscal year of the government. 

ARTICLE 20 (Accounting Principles) 

(1) To clarify managerial performance, the accounting of invested 
enterprises shall be performed according to principles of business account­
ing. 

(2) Matters concerning acounting standards and procedures under 
Section 1 shall be determined by the Minister of Finance. 

ARTICLE 21 (Common Guidelines) 

Each year not later than October 51, the Minister of Economic Plan­
ning shall formulate guidelines on matters that are commonly applicable 
to budget formulation by all invested enterprises and communicate them 
to presidents of invested enterprises. 

ARTICLE 22 (Formulation of Budget) 

(1) The budgets of invested enterprises shall consist of general provi­
sions of budget, a projection of profit and loss, a projected balance sheet, 
and a financing plan. 

(2) The president of an invested enterprise shall formulate and con­
firm the budget of his company before the beginning of the fiscal year in 
accordance with the management objectives referred to in Article 5 and 
the common guidelines referred to in Article 21. 

(3) The budgets of each invested enterprise formulated under the 
provision of Section 1 are subject to the confirmation by the Board of 
Directors. The preceding procedural requirement is applicable when a 
confirmed budget is to be revised for reasons of revisions in management 

objectives or other unavoidable circumstance. 
(4) When the budget is confirmed or revised, the president of the 

invested enterprise shall report the contents without delay to the Minister 
of Economic Planning, the minister of the competent ministry, and the 
Board of Audit and Inspection. 



ARTICLE 23 (Quasl-Budget) 

(1) If the budget of an invested enterprise is not confirmed before 
the beginning of the fiscal year for reasons of natural disaster or 
unavoidable circumstance, the president of the invested enterprise may 
formulate and execute a quasi-budget equivalent to the budget for the 
preceding year. 

(2) The quasi-budget becomes invalid when a regular budget for the 
year is confirmed. In this case, the funds spent or allocated under quasi­
budget shall be considered as having been used under the regular budget 
for the year. 

ARTICLE 24 (Establishment of Operational Plan) 

(1) When the budget is confirmed pursuant to the provisions of 
Article 22, the president of the invested enterprise shall establish an opera­
tional plan for the fiscal year with resolution of the Board of Directors in 
accordance with the approved budget without delay. 

(2) The president of an invested enterprise shall submit operational 
plans for the fiscal year to the Minister of Economic Planning and the 
minister of the competent ministry in accordance with the provision of 
Section 1 not later than 2 months after the budget is confirmed. 

ARTICLE 25 (Submission of Settlement Report) 

(1) The president of each invested enterprise shall submit a state­
ment of account settlement for the preceding account year to the Minister 
of Finance and confirm it with approval not later than 2 months after the 
end of every fiscal year. However, where an invested enterprise has a 
general meeting of stockholders or investors, the account settlement shall 
be approved by the general meeting of stockholders or investors. 

(2) The statement of account settlement referred to in Section 1 
shall be accompanied with the following documents: 

1. 	 Financial tables and attendant documents. 
2. 	 Other documents that are necessary to clarify the contents of the 

account settlement. 

(3) The Minister of Finance shall gather the statements of account 
settlement presented by the invested enterprises which have been con­
firmed pursuant to Section 1, and submit them to the Board of Audit and 
Inspection not later than June 30. 

(4) The Board of Audit and Inspection shall examine the statements 
of account settlement submitted pursuant to the provision of Section 3, 
and forward its findings to the Minister of Finance not later than 
September 30. 



The Minister of Finance shall report the statements of account(5) 
settlement referred to in Section 3 together with the results of the Board of 

Audit and Inspection's examination to the Cabinet Council not later than 

October 31. 

ARTICLE 26 (Disposition of Profit or Loss) 

The profit or loss of an invested enterprise that accrues from account 

settlement , be disposed of in accordance with the relevant invested 

enterprise es,,, "shment Act, other Acts or decrees, or the by-laws of the 

relevant invested enterprise. 

ARTICLE 27 (Entrustment of Material Procurement and Engineering Contracts) 

Where it is deemed necessary, the president of an invested enterprise 

may entrust the Head of the Office of Supply with procuring neerded 

materials or negotiating engineering contracts relevant to the invested 
contracts which areenterprise. However, tne materials or engineering 

mandated by Presidential Decree shall all be procured or negotiated 

through the Head of the Office of Supply. 

ARTICLE 28 (Commodity Management) 

To facilitate the proper management of commodities belonging to in­

vested enterprises, the presidents shall standardize commodities used by 

their invested enterprises and classify commodities according to use or 

and formulate commodity management plans incorporatingdisposition, 

commodity requirements and a supply plan.
 

ARTICLE 29 (Audit) 

(1) Invested enterprises shall be subject to internal and external 

audits. 
(2) Internal audits shall be performed by the auditor of the relevant 

invested enterprise in the manner determined by the Minister of Finance. 

(3) External audits, pertaining to accounting and business trans­

actions of the invested enterprise, shall be implemented by the Board of 

Audit and Inspection in the manner determined by the Board of Audit 

and Inspection. 

(4) The Board of Audit and Inspection may entrust the external 

audit referred to in Section 3, to the minister of the competent ministry or 

the heads of the agencies determined by the Presidential Decree. 

(5) Upon completion of audits in accordance with the provisions of 

Section 3 or Section 4, if there are any matters which need to be rectified, 

the head of the agency which implemented the audit shall require the 

minister of the competent ministry or the president of the relevant invested 



enterprise to take appropriate steps to rectify the matters. In this case, theminister of the competent ministry or the president of the invested enter­prise who is required to rectify shall perform proper corrective measures. 

ARTICLE 30 (Method of Investment) 

When government invests capital in invested enterprises, the Ministerof Finance shall determine the time of and method of delivery, and carry it 
out. 

ARTICLE 31 (Enforcement Decree) 
Matters related to the enforcement of this Act shall be determined by

Presidential Decree. 

ADDENDA 

ARTICLE I (Enforcement Date) 

This Act shall enter into force on March 1, 1984. 

ARTICLE 2 (Acts to be Repealed) 
The Government-Invested Enterprise Administration Act and theGovernment-Invested Enterprise Budget and Account Act are hereby

repealed. 

ARTICLE 3 (Applivable Example) 

If there are any provisions in the relevant invested enterprise establish­rent Act, 
or other Acts or decrees which regulate matters related to the
by-laws, Boards of Directors, officers and employees, budget, 
 account

settlements, commodity procurement, engineering contracts, commodity
management, time of and method of share capital delivery, or audit of in­vested enterprise at the time of the enforcement of this Acr that are in con­flict with the provisions of this Act, the provisions of this Act shall take
 
precedence.
 

ARTICLE 4 (Interim Measurme Appointing Officers and Employees) 

(1) The minister of the competent ministry shall take necesarymeasures to appoint officers in accordance with this Act within three
months from the date of enforcement of this Act. 

(2) The officers of invested enterprises who hold the office at thetime of the enforcement of this Act shall carry out their respective duties
under the prior provisions until officers or executives aie appointed pur­
suant to this Act. 



(3) The officers of invested enterprises who hold the office at the 
time of the enforcement of this Act can be appointed to executive positions 
;n invested enterprises regardless of the final provision of Section 1, Article 
15. 

ARTICLE 5 (Alteration of By-Laws) 

The presidents of invested enterprises shall alter the by-laws in accor­
dance with this Act and acquire approval from the minister of the compe­
tent ministry within three months from the date of enforcement of this 
Act. 

ARTICLE 6 (Interim Measures Concerning Management Objectives and Budgets) 

The management objectives and the budgets of invested enterprises 
for the year 1984 which were formulated before the enforcement of this 
Act shall hereafter be considereJl as having been established under this 
Act. 

ARTICLE 7 (Readjustment of Other Acts) 

(1) The phrase "Government-Invested Enterprise Administration 
Act" in the provision of Article 2 in the Stock Company External Audit Act 
shall hereafter be taken as "Government-Invested Enterprise Management 
Act". 

(2) If there are any acts not referred to in Section 1 which use quota­
tions from the Government-Invested Enterprise Administration Act and 
the pertinent provisions exist in this Act, such quotations shall be con­
sidered as having been taken from the relevant provisions in this Act in 
place of the Government-Invested Enterprise Administration Act. 


