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1.01 This report presents the findings of the E.valuation Phase of a 
study of the Industrial and Commercial Division of the. Societe 
d'Amnagement du Lac Alaotra (SaWAC). T study, in three phases, is 
one of the cncirrent reviews of SCMALAC Divisions intended to assist 
the Government of Madagascar to identify and implement a strategy for 
efficient utilization of facilities currently crerated by SCAIAC in 
the Lac Alaotra Region. The strategy is also to reflect the results of 
cao-irrent work on a regional develcpment plan for the area. 

1.02 SCMAIAC was founded in March 1961, as a mixed enterprise, to 
undertake infrastrture development in the Lac Alactra Rion. In 
subsequent years, its role broad to include other development
activities, principally in the agriultural sector. In July 1982 
SCKLAC was converted to an "enterprise socialists", and charged with 
ensurir the sustained and efficient exploitation of the 
state-developed irrigation areas of Lac Alacitra. Inpu distribution,
 
research and extension were inclx1ed in its mandate, as were the 
purchase of paddy, its transport and processing, and the marketing of 
rice and byproducts. 

1.03 With the initiation of the Rice Intensification Project in 1983, 
S(MAAC was reor anized into three units: Canal Develment and 
Maintenan (EAE); Production Intensification (EIP); and, Industrial 
and Commrcial (EIC) .1 These chan were intmW to pruite greater
efficiency by clarifying resixibilities and increasir automy among 
the several key functions of SCMIAC. It wms also intede that 
persoml be redhwd and that a now autcated aowmting system anm new 
a .initrativeprocAdUres be put in place. 

1.04 Conidarable progress has been made since that date in 
rehabilitating the irrigation network, ixgrovirq research and extension 
services, and organizing farmers to take repm ibility for canal 

1 - Etablissement Aumnagatant at Enrtien (EAE) 
- Etablissament Intensification do MPrction (EIP) 
- Etablissumnt tCm rcial (EIC)atel 
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maintenance. Improvements have also been made to the processin 
facilities to enable them to Catinue to operate despite their age. In 
addition, an acountig system has been installed which is designed to 
permit analysis of the performance of each activity and unit.2 

1.05 There remain areas in whid progress has been dsa pointing in 
relation to the expectations set out in 1983; for example, reduction in 
the number of employpes, and improvements in their level of 
performnce. Haver, in addition to consideration of these continuing 
needs within the context of SCMALAC's original mandate, it has become 
increasingly clear that the mandate itself should be reviewed. Since 
1983, policies nave changed with respect to the role of the public and 
private sectors in economic activity in Madagascar. Broader regional 
develoment plans are also being undertaken for the Lac Alaotra Region, 
which will have implications for public sector agencies working in the 
area. 

1.06 The Government of M is now reconsidering the role of 
SCtAIAC in the context of these developments, and is sponsoring in
depth studies of each of the units of the enterprise, to assist in this 
process. The study of eadi unit is expected to assess its present 
condition, identify alternative scenarios for the provision of services 
now offered by each, and assist in the develcpent of implementation 
plans for changes that may be decided upon. USAID has agreed to 
finance the study of EIC, of which the present report is a part. The 
Terms of Reference under which this study is being conducted appear as 
Anex 1. 

The Role of EI. 

1.07 Within the context of SCHAIAC, EIC is responsible for the 
organization, management and execution of the following activities: 

- The purchase of paddy in the areas of Lac Alaotra, Andilamena 
and moramanga. 

- The assembly of paddy and its transtort to the three SC4AIAC 
rice mills. 

- The milling of purchased paddy, and all functions related to 

the qpration of the mills. 

- The stor and t-Yaport of SCAIAC's paddy and rice. 

- MhA sale of rice and rice by-products. 

2 This system is not yet erational within EIC, although sme 

data fram the unit may be incorporated in analysis at the SCIAC level. 
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1.08 Th perfor ance of EIC in relation to these fuctions is 
eaminm in suqbsuent chapters of this report. Hwver, it is 
irqortant, for an appreciation of both the accxplishments and the 
contiring rmeds of the Division, that this evaluation been seen in the 
ctext of the envirumnt in which EIC operates. Chapter II provides 
a description of developments and practice in the last several years 
in rice prduction and trade in Lac Alaotra. 
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II. 0ery-iew of Rice Sector in tXac A-aot a tican 

2.01 The Lac Alaotra Region has historically been the major surplusproducer of rice in Maagascar. Although the area cultivated varies
from year to year according to rainfall, the condition of irrigation
facilities, and producer expectations with respect to price, the
r~s.cnmsists of about 30,000 ha. of land within the SCMAIAC zone,
40,000 ha of traditional cultivation, and a further 30,000 ha of swampcultivation. Apprxiately 30,000 ha outside the SCUALC zone isconsidered to be permanently rainfed, while 20,000 ha. is irrigable. 

Paddy W tion 

2.02 The best period of production in Lac Alaotra, in terms of area
and yields, was the mid-1970's. During that time, the 30,000 ha. of
land served by SCHAIAC infrastrcure had an average yield cf more than
3 tons per ha. In 1977, SCMAC purchased 102,000 tons of paddy, and
total production was in the order of 190,000 tcns. However, 
 real
prices declined steadily from 1978 to 1982, and that, cambined with
rebduc availability o- inputs, resulted in a decline in yields.
Infrastructure performance was factor; by 1982also a the SCHA.ACcanals could only serve 15,000 ha. Average yields that year were 1.7
 
tons per ha.
 

2.03 The Rice Intensification Project, which began in 1983, has had
 
an impact on productivity, particularly thrcuxh its improvement of
Infrastructure. Average production in the four years after start-up

was 20% greater than in 1982. 
In 1985, the last year of its monopoly,

SQOMLAC _mrdiased 65,000 tcs of paddy. In the following year, its 
p rchases drq*W to 29,000 tcn. 

2.04 As the following table illustrates, there are significant
fluctuations in arral production in the SIAC zone, despite
improvements in irrigaticr system. ithout access to irrigation,
fluctuations elsewhere in the Region were even greater. 

Table 1 

S ro ctrion in the s-AIAC 
('000 t--=) 

2// 1984/8 1986/87 1987/88 1988/89

87.0 72.5 86.2 90.089.0 105.6 80.0 est. 

2.05 While these fluctuations res.t from a number of factors, the1986/87 production is of oarticular interest in the context of theactivities of EIC, because field interviews indicate that it wasprincipally the rialAt of producer expectations of highr prices with 
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the liberalization of the paddy trade that year. prodcrs are 
sensitive to price expectations in determinir the area they will 
cultivate and the level of irputs they will use. In addition, even 
smaller producers may hold paddy after harvest if they anticipate 
rising prices hn mid or late campaign. 

2.06 One other dimension of importance from the perspective of EIC as 
well as national rice supplies is the share of production that is 
marketed. Producers attend to their own rice reads first, and 
therefore the share of output they sell increases with the level of 
production. In good years, as much as 80% of production may be 
marketed, but even in 1986/87, when production was above normal, more 
than one third of all producers did not offer paddy for sale. (Table 2) 
The distribution of land holdings amcng zones indicates the 
relationship of farm size to market participation.
 

Table 2 

Subsistence PaWy Pr rs -l98 

Lach west EadS 

Percent Producers 
Who Sold No Paddy 

37% 21% 4% 57% 65% 16% 

Ave. Ha. Per Holding 
In Zone * 

4.6 5.4 7.6 4.6 2.5 3.3 

* Based on mid-point of ranges in Amnex 
(15 ha for large holdings) 

2, Table 1 

2.07 In view of the fact that there is significant scope for 
increasing yields above the levels that prevailed that year, these 
producers represent an untapped resource for supplying national rice 
needs. 3 With the rising population of the Region, the future 
contribution of Lac Alactra to the rice needs of the country will 
depend on. prices, irpts and infrastrucre to induce greater yields. 

3 Sam observers note a counter-trd this year in that redu 
production has resulted in a higher share of procticn being sold by 
farmers to maintain the r cash in=s. thile this is of interest to 
those prchasing and processing paddy, it does rot crbute to the 
not supply from the Region; in fact, the Region may need to import rice 
later this year for the first time. 
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2.08 In real terms, paddy prices declined by 25% between 1975 and
 
1982. Coincident with the beginning of the Rice Intensification 
Project, mote attractive prices were offered to producers in 1983. 
Hcwever, altho1g prices have more than doubled since that tir~e, the 
real price has again declined, and planted area and input levels have 
shown sane negativi response. The quality of composite data on paddy 
prie available from MPARA was not adequate to permit detailed 
caT arisons among years and regions in recent years. The data that 
were obtained appear in Annex 2, Table 2, for information only. 

2.09 Production costs this year were FM 120 - 150/kg dependirn on 
the level. of inputs used. Prices paid by EIC were FM 150 - 185/kg, 
but private buyers paid prices of FM 130 - 200/kg. These prices are
 
about FM 30/kg higher than those prevailing last year, for noth 
parastatal and private buyers. There is a greater difference between 
the two types of buyers cm a weighted price basis, because parastatals 
have purchased very little paddy at more than FM 160/kg. 

Local Demnd fol Rice 

2.10 Population in the RBion is currently 340,000, aid is growing at
 
the rate of 4.0 - 4.5%/annum, fueled by substantial in-migration. Ric. 
consumption in the Region averages 0.76 kq/day, and is as high as 1.0 
kg/day for sm groups of the population. Local consLnmtion needs can 
therefore be expected to reduce the surplus available for shipment 
outside the Region unless a more positive production trend can be 
established than has been the case in recent years. 

Market ing PatPr 

2.11 Since 1986, trade in paddy and rice products has been open to 
private individuals and as well After.aupanies as public enterprises. 
a long pericd of monopoly in this sector, changes were somewhat erratic 
and speculative in the first several years, but a pattern is emerging 
no of a steadily growing private sector involvement, organized into 
several tiers, and gradually displacing conventional public purchasers. 

2.12 SCHAIAC is cne of seven pastatal enterprises that puxhase 
pady in the Region. In adition, there are about 20 private companies 
en_4e in this activity as well as a large mber of producers wto 
mill their pdy wunr cotract and arrange their own rice sales, 
typically in Marananra. Anx 2, Tables 3 and 4, present information 
on the activities of these participants in rent years. 

2.13 The private sector has not gained as larg a share in paddy 
procurext in the Lac Rsgion as it has on the national level. This 
reflects not only the shorter time sinc liberalization (three seasons 
rather than six), but also perhaps the larger share of producers served 
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by conventional buyers in the Lac, particularly EIC, with whom long
starding relationships continue to influence sales decisions. 

2.14 It is important in assessing the relative strengti of this new 
private sector involvement to recogize that mudianims are not yet in 
place to accurately record the level of private activity. Acotal 
evidence indicates that the actual volume of paddy purchased by private
traders and millers is perhaps four tie the volume reported. If this 
was the case in 1988/89, the proportions Would be almost 25:75 private
and public sector purchases. Sixteen thousand tons of paddy would be 
more cnisistent with the level of private transport and milling
activity in evidence in the Region this year. 

Market Behavior of Parastatals 

2.15 There is little direct cmpetiticn amnu parastatals in the 
Purchase of paddy. Geographic areas of 7nrietration are wall defined
and prices are similar. However, parastatals are losing their share in 
the paddy market, with oest of the loss ging to small traders. most 
parastatals ware able to met purchasing taret this year, but t1ese 
ware lower than last year. For example, SINPA bought 50% less than 
last year. SCZAIAC reduced its targt by 33% before the buying season 
due principally to financial cstraints. 

2.16 12e parastatals normally operate as irdqertyent entities in the 
purchasing and processing of paddy1. This has led to soe ucessary
public sector costs; for exanple, SDIPA carried a stock of 20,000 tons 
of paddy after the 1987 season for the stated reason of insufficient 
milling capacity, while SjAIAC mills were urder-utilized. 4 hey do,
hoever, behave similarly with respect to price, hanring the 
established floor price for paddy, and being market followers as prices 
creep up during the season. Wile it is not an expressed policy of the 
gVe.r rt to use parastatals to clmm the paddy market, their 
behavior appears to have this effect, although it also zures, the 
volume of paddy sold to them and therefore their role as rice 
supliers later- in the year.6 

2.17 Most of the parastatals, :xwludirq SCHAIAC, are onsiderin the 
possibility of exporting rice in the near ftftre. th principal
problem appears to be poor quality paddy, but thee buyers pay only
FT1 5-10,/q extra for quality paddy - less than the differential paid
by private buyers, and less than is required as an irdb.mnt to 

AdwM to deliver better paddy. Th arnomic Potential exists to 

4 Toward the end of the 1988/89 seascii, EIC began to do 
ctan milling for other parstatals. 

5 For example, this year both SCIACH and OMOI had milled and 
sold all their stocks by mid-De er, exce t very malI quantities
reserved for later sale to persr.aml and preferred clients. 
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meet international standards, while more in-depth PArket research needs 
to be done to determine if the Indian Ocean market, for example, is a 
profitable opportunity. However, nune of the parastatals is conducting 
such investigation. 

DevelcgUne of the Private Seco 

2.18 With liberalization in 1936, private trade in paddy and rice 
developed very rapidly, based an several layers of intermediary each 
providing a different form of service. 

Conventional Private Traders (Cpr's), including those who 
previously bought rice fron SCMAIAC and other parastatals, 
coratitute the upper level of the structure. They provide
capital for paddy purcase, do som direct buying from larger
producers, and arrange processing and marketing. Mst of their 
purchases, however, are effected through two levels of local 
entrepreneurs - Collectors and Sub-Collectors. 

0.11 enter into an agreement with the traders to pichadae
paddy at a price set by the CPr, for which the former receives a 
cmmission, usually FM 5/)q. The CPT may also advance funds to 
the Collector for the purchases covered by the agreement. It is 
the Collector who operates buying points to which producers
deliver their own paddy or to which Sub-ollectors bring paddy
they have prchased frnm producers. 

Sub-colltor operate between the ollector and proc1Lrs who 
have neither the capacity nor the inclination to arrange 
transport of their pady to buying points. The margin is ve'.y
small, in some cases nil, but they operate their own trucks or 
bullock carts and generate income principally from transport 

2.19 This structure has an inportant daracteristic that cmtribrtes 
to market efficiency: The capital intensity of cperaticxs declines as 
each level deals .dthsmaller and zr1 scattered pm:mse lots. 
Conse mtly, fixed chargs are lair, and buyers at the lower levels 
of the structure can be very flaxible in the dloyment of their 
resource, both geographically and over time. 

2.20 Mwe is, how .rer,somm oscurity in the price producers
actually receive ft private buyers for their paddy. Some buyers also 
era in prcviding services to proch ers, from seasonal inputs on 
credit to tranupot iargm, and there is at presnt no caitzo other 
than camxptition on the inplicit ratan for theme services. Similarly,
there is not at prumt a mn wisent cntol on standards, wmights and 
measures used by private traders. It is likely that the loyalty sae 
producers feel tcard parastatal buyers, desite somwhat lower prices, 
my relate to confidencm in this latter respect, as wall as to the 
reluctanc of the kzyers to disount for inferior quality paddy. 
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2.21 One practice that has gained promence, or notoriety, in recent 
years is "tir au vol t' . Interimeiate traders, suc as Collectors and 
Sub-Colectors, buy paddy using funds advaed to th by their 
respective buyers. In "tir au vol' operations, other trars then 
offer cash for collected paddy. When the lender checks the books of 
his agent, they are in balance in respect of cash and paddy, but in the 
mean the Uite'iate trader has earned a margin an unrecorded 
purchases and sales. This reduces the volu of paddy generated for 
the account of the lender, contributes to unrecorded private paddy
trade, and in sane cases, when the illicit buyer pays a premium,
deprives the producer of the full market valut of his paddy. 

2.22 This year there wre more than 100 small motorized dehullers 
operating in the Region legally, and about 200 more that are as yet
unlicensed. These Operators typically mill paddy for producers or 
small-scale traders, although some also buy and sell on their own
 
accounts. The producers and traders who use such facilities normally
do not hold stocks, but arrange transport immediately for sale of their 
rice in urban centers. It is not possible to quantify the paddy
marketed in this manrx, but anetal evidenc indicates that the 
reported volme"of private trade may be as little as 20 - 25% of the 
total trade in private dannels. 

2.23 In addition to the hullers referred to above, there were four 
private rice mills in operaticn this year. Om of the major privite
businessman in the area is currently building another large rice mill 
within the SCMAIAC irrigation perimeter. This individual already buys
5-10%of paddy in the market (8,000 tons in 1988/89) and will likely
increase his presence in the coming years. 

2.24 There is an increasing nmber of trucks an area roads, inclludi 
many new truks owned by area merchants and transport comanies, an 
irdicaticin that the private sector is making substantial investments in 
the rice trade and other transport needs of the Region. Road blocks or 
other local regulatory constraints do not apear to be a problem for 
this activity. MA pattern of traort servic has hangqed, haver, 
with liberalization and the increasing level of econmuic activity in 
the Region. Prior to 1986, must private transport of rice took the 
form of contract services for SCHAC and other statal producers
and proessors. Now, trucking cxm~niw are having to locate other 
traders, and netiate arrangemet with them. In many cases, rice 
leaves the Region as backhaul carg for vehicles used in the first 
instance to import genral me akiise to satisfy the growing volume of 
purchases by the local population. 

2.25 The pattern of production and trade inthe rice sector of the 
Region has gne throuh a period of rapid change in reot years as the 
result of several factors: Rehabilitation of irrigation infrastructure 
and impravements in research and extension; liberalization of the rice 
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trade, with its attendant shift toward private trading and market-based 
pricing; growth in the local population, and a caxrmitant increase in 
the magnitude and diversity of enic activity. 

2.26 These changes have created same instability in the local 
political and eoaxmic power structure, and the strugle of established 
leaders to preserve their authority has led to resistance to change,
particularly in traditional organizations such as SCOMAAC. This 
juxtaposition of dynamic envircment and cunservative leadership has 
given rise to an apparent inertia in the management and decisions of 
SCMALAC, a pattern which is most apparent in EIC because of its 
interaction with producers, employees, traders and consumrs. 
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III. 7le O=nizatian and M!kit of (C) 

3.01 7he follwding chart represents the current organization of EIC.
 

Director EIC
 

Credit & Planning
Service (SCP) 

____ Admin. &Accounting
Service (SAC) 

r - 7777 
Technical Division Purd'ise & Sales Division 

(DT) (DAy) 

Irdustria Storage3 &Transport Paddly Purd~as Domestic Sales 
Service (SPI) Service (SST) Service (SAP) Service (SVN) 

3.02 The Office of the Director is responible for the overall 
organization and g of the enterprise. Units ,within the 
enterprise have specific responsibilities as follows: 

- Administration and Plannina Service (SAC) Assures the 
oversight and control of all EIC administrative, budgetary
and financing activities; 

- Crdit ad PlanninM Service (SCP) Responsible for the credit 
dossiers, inrance portfolio and the development of the 
Annual Work Plan. 

- Tenical Office (D) Responsible for the rice milling
operations. Within that Division, the Industrial Service 

aSPI the operation and maintenance of the mills andsmwi
the Storam and Tranoort Service (SST) manages the paddy and
rice stocks and transport operations. 

- A inasjM and Sales Office (UAy Rwponsible for the 
pruse of paddy aid the sale of rioe and rice by-prdts.
']u Paddy Rdihae Service (SAP) organize and manaes the 
purdiae of paddy rice and the Dmmastic Sales Service (SVN) 
is respnsible for the sale of rice, billing and the 
repayment of loans. 
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3.03 SQMQIMC was coverted from a mixed enterprise to an "entreprise 
socialists" by Ordinance No. 82.295 of July 1, 1982 and its related 
Decree No. 3083 of July 2, 1982. This form of organizatian is reserved 
for cm arial enterprises, and is subject to cmrcial law. Such 
enterprises are at least majority-owned by the state, although there 
may be other shareholders other than private individuals. The state 
owns 85% of the shares of SCIAC. 

3.04 This form of enterprise is not managed by an agency of 
government, but by a Board of Directors which includes representatives
of the workers of the enterprise. Other members of the Board include: 
The President; four representatives of the State; a representative of 
the local Collective; a ommissionaire appointed by the State; and the 
Director General of the enterprise, who is appointed by the Prime 
Minister. For its agricultural, commercial and industrial operations,
SCMAIAC os under the tutelle of MPARA. 

3.05 EIC does not have a legal identity indeprdent of that of 
SCLAC. The autcrczy it is supposed to exercise in its operations is 
a matter of internal mnagent ntralization. In recent years, the 
Director General and the Cmite Restreint have felt some cocern aver 
the capacity of EIC a, and have progressively reduced the 
level of autonomy accorded to the Division.6 Following sections of 
this report will emmirs perfon prolem, and factors at the level 
of SaMALAC, that apparently gave rise to this trend. 

3.06 EIC does not function with any significant degree of autonomy 
from the Direction Generale of SCHAIAC. All decisions with respect to 
strategic issues such as invesnt, personel policy, or the pricing, 
location or volum of paddy purchases and rice sales are taken by the 
Cmite Pstreint, and the Director General. Furthermre, the DG takes 
an active role in routine operatiuns of the Division. 7 

6 waI rum masure in this rqpect was the decision to 
place the viting and Credit Service of EIC under the direct cotrol 
of the c rr iunit of the Directim Georale. Ths was done by 
a simple "Notedo Service" dated NHavmber 10, 1988. 

7 r example: TTucks cannot leave lac Alactra Region without an 
"ordre de missian" signed by the DG.- A hoc intervention has included 
the followin: Instuctions with rmpect to individual rice sales 
occasionally go direct from the DG to the sales unit; instructions have
been similarly issued with respect to shippirq a for rice. 
Such a degree of centralized control is not only inmfficient, it 
creates confusion and canflict with actium taken throu normal channels. 
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3.07 This relationship appears to be the result of two factors: 

First, the inportance of EIC's business activities to local and 
nationl~ officials who wish to see the flow of funds used to 
further both policy ojectives and other shorter-tem interests 
such as eployment gmkration. This, together with SM AC's 
percepion that it is a policy arm of gavernmyt with respect to 
stabilizir paddy markets and supplying urban rice consumers, 
leads the Direction Generale to push EIC to take actions that 
are not always camr-cially motivated. 

Seo, the mnag nt of SMCIAC and EIC have riot s'eded in 
establishing systae and appointing qualified personnel that are 
capable of cotrolling the complex prouwwnt and sales 
pricesses of the Division. Problem in these respects are 
discussed in following sections. 

3.08 While it is difficult to isolate these factors in practice, the 
result is not consistent with the mandate implicit in the creation of 
"Etablissemnts" in 1983. It recves initiative and acountability
from the managers of the Division, and results in EIC optimizing 
neither its financial nor its policy performance. 

3.09 The performanc of managers within EIC isdirectly affected by
its dependency an SCMAIAC. T roles are are supervisory than 
managerial, and even here the lack of adequate sanctions and rewards 

effective supervision of paruirml. So n positions
within EIC are occpied by individuals who do not dutate 
managerial skills nor show uderstanding beyond the edinistative or 
technical level of their jcb. Others, who are qualified to manage 
smx operations, are siply frustrated at the lack of scpe to exercise 
discretion, and have adopted a rescmrive posture. Morale amg 
managers is low, and absent sm high. 

3.10 The present Division Manager has shown initiative and commitment 
in several key areas, suc as the dwelcp t of automated reportir 
system for pady purhase and rice sale activities, and the 
preparation of a documnt sumnarizirg the Division's activities over 
the past five years. 8 He has a good understanding of the functions of 
EIC. However, there are irdicatins that the quality of action at this 
level is not luistent, and that the ciflict that is evident with the 
Director Garal is the remult of nutual ucrtainty and lack of 
cnfiam, beti e in~bzents. 

3.11 Akmted a --ir and rpotir have not been adoted in EIC. 
Those mAles that have been d veloped are not in reular practice 
because of equipmnt problm and inadequate staff skills. Authority 
to proce with these imnvations has not been received frm the 

8 Activites do l'Etablissuunt dnatil&~val (Periode: 
198 a1981 May, 1988 
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Dirction Generale. The syste that are in place are labor intensive,

cumbersome, and readily subject to abuse. They ae not used to 
generate information that, in term of timeliness or format, can be
used in Division manageent. "Ae serious problems-ust exist in the 
paddy purchase aid rice sales systes. 

3.12 Anot er area in which manamn i e .ntould be required

for the mst effective performance of EIC is coordination with other
Divisions of SCMALAC. Wtile it could be argued that the active role of
the DG obviates this at the present time, there are several issues on
which w believe more direct relations among Divisions could be 
useful. 9 

3.13 It is difficult to assess management potential among individuals 
who have been operatirg for a number of years under the close control
of another level of manag~i nt. It is clear, however, that the present
management team coild not assume complete responsibility for EIC. A
period of training and evaluation, followed by selective replacement of
individuals would be required before the autormy envisaged in the 
"Etablissement".approach could be realized. 

3.14 In our judgement, at least sawe of the present incumbents would 
perform well if tested under conditior of increased autonomy such as
might be created by the adoption of a trat-plan. Uume individuals
could perform equally well as memers of a team selected to manage EIC
under contract. In either case, the dvelopment of objective criteria
and their rigorous application would be essential in the selection of 
managers who should be given the opportunity to continue with EIC. 

3.15 At Septmer 30, 1988, EIC had 321 permanent and cotractual 
employees, of wt= 230 were permanent. In addition, there were 
apprxiately 250 seasonal employees, paid an hourly, daily or piece
work bases. Th distribution of permanent and .cotractual staff by
unit is presented in Table 3 on the following page. 

3.16 Te general distributi.on of staff, by number, amog the 
functional groups of EIC is normal, exet that the Ambaxralava 
Industrial and Storags and Tranqxot units, located at SCaMIAC
headquarters, have staffs much larar than theor relative shares of 

9 For example: Feed-back to EIP with respect to milling aspects
of paddy quality would be a useful adjurmct to price differentials in
prUtM - improved paddy quality. Reular dialogue bet EIC and EAE
could emure coordination of access road mintena and paddy
collection operations. 
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paddy volu.. 10  he more serious problem, h.ever, is that the total 
z,.zWe of these permanent and "semni-PermMi positions is too great
for the volum of activity cdted by EIC. 

Table 3. 

EIC Permanent and ontrrctual Pe ane 

Office of the Director 10
 
Admin. & A ntirq 24
 
Credit &Planning 10
 
P&iy Purhasing 22
 
Dmestic Rice Sales 34
 
Industrial I 61
 
Industrial II 28
 
Industrial III 22
 
Starj &Transport I 64
 
Stor & Transport IT 22
 
storage & Transport III 24
 

Total 321
 

3.17 In addition to the issue of seasonality of labor nes, it is
also interesting to examine EIC emplam1nt in relation to total volume 
of throughput fran year to year. 

Table 4
 

Relaticnshin of wmlet and 2hr21= - EIC 

1985/86 1986/87 1987/8 1988/89 
Paddy Purdasied ('000 tons) 64.9 * 29.3 20.0 19.6 
Paddy Milled ('000 tos) 35.8 19.328.4 18.2
Pernun* Staff 256
262 249 228
 
Total Staff (Average) 599 608 565 479
 
Total Staff (Peak) 854 717
788 526 

• Includ paddy milled by private mills under omcrtt. 

3.18 Mirq ths period, &w p&W purdhased declined by 70% and 
paddy milled delmi by 50%, permmner amployem we redwed by only
13%, and the aeage total staff declined by only 20%. Tonly
significant reduction ws in the nzber of casml labms amlyed at 

10 TMrarort peration are rm fro Amuxlava, aoumting for 

some of the higher nurber in SST. 
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peak season. 11 In 1985, '86, and '87, salaries and wages were 20%, 30%and 40%, respectively, of direct operating costs exclusive of finance
eargs. 

3.19 There is always the need for seasonal enterprises to keep aminimum core of skilled workers on the payroll during the off-seascn to ensure satisfactory plant operations, but those responsible for thestaffing of EIC a to have succmmted 'to pressures to provide year
round employment irrespective of the needs of the enterprise. At
December 15, 1988, when almost all purchase, processing and sales

activities had ceased, EIC still had aprcximately 100 seasonal 
employees on its payroll. In contrast, (OCIhad terminated all
 
seasonal workers by that date.
 

3.20 The overall quality of personmel is poor, in terms of training

and motivation. Many have been appointal by virtue of their

relationship with members of SCMAIAC's rnnagement 
 and Board. In other 
cases, EIC has beome the repository of personnel transferred frtn
other Divisions of SCMIAC because of redundancy or poor performance.

The present Division manaueet has been reluctant to release
 
contractual personnel because they have been, to a large extent,
performing the work that should be expected of permane employees.
This stalemate results in excessive costs to the Division as well as 
poor morale among workers, and needs to be addressed as a matter of 
s~e urgency. There are no doubt individuals who are capable of
performing necessary tasks ctipetently, but, as in the case of 
managers, a set of objective criteria would have to be developed and
applied to select those employees to be retaine. 

3.21 f--e ware nine externally-recruited technical assistants

wrking at Sa9IAC at the time of our field work. Of these, only one 
was attached to EIC. As Technical Director, this person, together with
his counterparts in the Tednical Unit, has been very effective in
ensurirg the best p 0rfor e of the milling equipment that could be
achieved under the constraints of mill age, shortage of parts, and
shortage of skilled and motivated personel. novemerts at
Amparafaravola, noted in Section V, are an example of his adievements
in collaboration with the n manager of that mill. 

Hoiiever, even in the off--samso in 1988, when there was no
purchasirg, marketing or proosing activity, there ware 115 casual
employees on the payroll. This coar to 50 during the same period
in 1985. 
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IV. Bld R~~im O~RM= a 

4.01 EIC paddy purchases extend over an area of 10,000 sq. kilometers 
of the Lac jlaotra basin. Ths area is divided into nine sectors, each 
with an average of 25 purchasing points. (In 1988, pirchasing was 
r d by operating only five sectors with a total of 126 purchasing 
points.) Prior to 1986, SaILAC enjoyed a munrpoly for the purchase of 
paddy within the state-perated irigatian area, but now it Dust 
cxmpete with a growirq number of private traders and millers, as wall 
as, in principle, other para&ttals. 

Prici Plic 

4.02 The stated objectives of EIC paddy purchasing activities include 
the proution of productivity am growrs and the improvement of 
paddy quality. However, in p-actice neither the price level nor the 
quality differential has bean as attrctive to prodiars as those of 
private buyers. This is in part the result of a financial cotstraint 
faced by EIC, but it also reflects the importance of another aspect of 
SaKAIAC policy, namely to set its paddy prices at or above the 
announced floor price. This is the one explicit policy directive of 
MPARA to SAI)A. 

4.03 Without apparent directive fro Govenuit, SONUAC has also 
adopted the policy of selling its rice at or ner the anmued 
intervention price, thus having a dapqeing effect on the urban rice 
mrket ard functiorn as a ssxrary stock tampon. Theincosistency 
of these objectives - quality i Nremet, circ ial performice, and 
price stabilization - represents a basic dilinma in the operations of 
EIC. 

4.04 At the start of the 1988 season, EIC annouced paddy prices of 
FM 150/kq (CII) and FM 160/kg (CI). Although prices increased 
slightly during the season, EIC has not bow,paying the announced 
quality differential. 12 All strateigy with respect to paddy purchase is 
determized at the level of the omite Pastrint, as are all price 
chage duing the season. 

4.05 The liberalization of paddy trad in Lac Alaotra, together with 
the pricing Wati and buying proimlres of EIC have resulted in a 
major decline in the volume of paddy offered to EIC by producers. The 
fol.l.irg table illustratei the trud in relation to paddy production 
and EIC oollectian since 1983. 

12 This year, the ollect4ve Drtralism took the position that 
there should be no quality differw*tial in EIC paddy prices, a position 
that was apparently adopted by SMr Mt's mn nt. 
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Table 5. 

Paddy Collection %L =T 

ProdutionPaddy FwxhasW 

(...... t s...... )Pecn 

1983 86,959 77,585 89.2
 
1984 72,512 64,798 89.4
 
1985 89,027 64,865 72.9
 
1986 86,157 29,308 34.0
 
1987 102,000 (est.) 19,962 19.6
 
1988 82,000 (est.) 19,228 23.4
 

4.06 Annex 2, Tables 3 and 4, present fwtther information on the
relative ixp!!rtarn of different collectors and processors in the paddy
trade in Madmscar and the Reion. 

O913wnization and 9c_ 

4.07 The service responsible for paddy pwrdase has undergone a 
ru~mber of dhane in remin years to adjust to the &Ariang
circumtan of the market, particularly thu liberalization of paddy
trade. In the current season (1988/89), it was organized as follows: 

4.08 EIC un private umr a Collectors. In 1968, because of 
a r~uim voiwum 0o fuwd for puird~ham, only 125 such Colletorerja wire, and plaud undr the .ar1isio of fiv. (r-tro1ler, staff of 
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SAP. Funds are advanced to Colectors in relation to their expected
purhases over a period of several weeks, and replenishe as purchased
paddy is verified by Cotrollers and collected by EIC vehicles.
Collectors are paid a ion of FXmisi 5/q of paddy pra±ase. 1 3 Thestreths and J of the present systa are summarized below, by
level. 

The Collectors 

4.09 *'= network of Collectors and buying points established by EIC
has a number of positive features from 	the persective of amiercial
operations as well as that of prc oting on: 

a) 	 Collectors are well established local busirssman who are very
familiar with the producers and production patterns in their 
respective areas. 

b) 	 As agents of SGAkIAC, these Collectors enjoy the confidence
prdxe, particularly with resect to weights and measures 

of
but

also because of the 't-atyof relatiorwhips tirmh 
irrigation services, inputs and tecmical assistance. 

c) 	 'fu physical caaity of this network, incluingir storage

facilities at sm buying point. is substantial.
 

4.10 7flre are, hauver, difflculties with the present system which 
prevent efficient performance of the purchairq fu:tio: 

zi) 	 There is a lack of incntives and control to irdh peak

performae; for example, 
 --Uectors have no sales targets, and 
no bmses are paid for achieving or ecmedir certain levels of
purchases. Mere is, therefore, a degree of inertia in the 
activities of Collectors. They do not actively solicit 
deliveries, with the result that private buzyers, and even other
parastatals, are seuring paddy which migt otherwise be offered 
to EIC. 

b) 	 Delays in the receipt of cash fr= SAP have oxmcsiorally shut 
down buiying points. 

c) SAP and its Collectors caruwt advance money to producers to 
cre future deliveries as som private traders do, as well as 

13In view of the wmrirq capital =utraint currently faced by
EIC, the policy this year ws to evacuate pddy as quickly as possible
frau buying points, mill and sell it, so a to reycle fud to thepzrshae of ditimal paddy. The impact an voale purchased can be
inferred fr= the fact that m than half of total Purchase were made
in the saad half of the cupaign, after the MR line of credit ws 
received. Pric wer also higur at that tim. 
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at 1&est ou parastatal (SCIMM). Nor have they the capacity 
to go to the producer's farm to collect psidy. 

d) Price adjusIts durirq the season are reactive, and the price
paid in cmuercial centers of the Region is usually at least F4 
10/1q below that paid by other buyers. Only in ruwte areas is 

C meeting or exceeding pric offered by orpetitors. 

4.11 Te combined affect of thee factors is that paddy purchases are 
not c=mnsurate with the level of expenditure. For example, the 
incease in buying stations fron 97 in 1987 to 126 in 1988 coincided in 
a slight reduction in overall paddy purchases. 

The Controllers 

4.12 'h use of EIC employees to identify Collectors, distribute 
cash, verify purdcases and order paddy transport is a good concept in 
that it should afford the Division control over the caliber of 
individual performing the function and direct citrzl over cash and 
paddy in the system. FUrthermore, it Wvxi2d ensure cotinuity frnm 
year to year in these functicus with attendant experience ani 
efficiency. However, in practice there are problem that will need to 
be addrssed if these advantages are to be realized: 

a) 	 Despite the high level of reponibility of these individuals,
the checks and oontrols on cash and paddy at this level are 
inadequate. 

b) 	 As in the case of Collectors, there are no incentives such as 
purchase targets or bonuses to irdu better performnae. 

c) 	 Changes in the procutrunt process and related c nting
system from year to year, limit the gaining of experience that 
should be expected frum a stable cadre of Octrollers. 

d) Each controller overseas the activities of about 25 Collectors. 
n the abeuc of rapid cmmication services and good 

ac nting systems, it is unlikely that either efficient service 
or sound finaxcial ontrol can be exercised with this ratio. 

e) 	 Post facto accuts invariably reveal irreularities, but there 
apears to be no onsistent sanction for either Controllers or 
Collectors %ho abuse their office. 

Me FinaI Section (SAP) 

4.13 SONUM has perfor a prcihasing function for ary years, and 
the personl of the Section have ca to know the prcuction and 
marketing pattern of the Rion very well. On wold expect that this
krledg of function and market would show up in qerating pr
and acxin system that are both efficient and tharough. 
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4.14 Howver, these benefits have been thwrted by a number of
 
factors:
 

a) i. of credit for paddy purdmase have been either inadequate 
or late in the last several years, with the result that buying 
my be delayed, and is invariably slowed by the roll-over time 
of funds i.cycled from purchases and sales in the same season. 1 4 

b) 	 Aciuting systems and proaetaru. are omersoim, resulting in
delays in getting funds from the Section to Collectors. 

c) 	 Persomel of the Section are not a ately trained or motivated 
to effectively manage the process. Since the s for 
paddy purchase change each year, ther is no established raitine 
to prevent confusion at the start of the season. 

d) 	 There are no cosistently applied rwards and sanctions to 
influence personnel performance. In addition to the issue of 
efficiency, there are significant distr-_ar-ies in cash and 
paddy eac year for which no disciplinary action is taken. 15 

e) 	 Poor coordination with the Storage and Transport Service results 
in trucks often returning to mills with only 20% loads of paddy.
(Lack of responsiveness on the part of STr was also reported) 

4.15 EIC has the exjriene, physical capacity and knowledge of the 
market to enable it to. perform a satisfactory paddy procurement
function. Howver, for the reasorw set cut above, this function is not 
bein performed well either in terms of EIC's imncial role or its 
adoted role of market stabilization. The conflicting objectives, poor
employment practices and obcure decision proses that are evident in 
this oeration are not unique to SCSAC; they are often a mtered in 
public enterprises trying to perform comercial furcions. 

14 This is a reflection of the overall credit wmthimss of 
SCMUAC and EIC. Although EIC has repaid e than half of the loss of 
over FM 3 billion in 1986, this debt, together with a lazg working
capital loan fr Governmt, has livited its borrovirq capacity in the 
last tw- ya.r'. 

15 SAP incurs louses each year as a reult of dLfferm e 
between the paddy weight and quality red as purchas and those 
acually confirmd upon reoeipt at the mill. h htfall this year 
ws 86.4 tors. In addition, FM1 13.9 million in ftrds afvance to 
Collectors rnmained t for at the wd of the season. 
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V. l111ict , 

5.01 EIC operates three rice mills with a total of five i endent
chains. The total installed capacity is 18 tcns of paddy per hour, and
rated capacity at last assessment was 13.3 tcns per hour. This rated

capacity is equivalent to 53,200 tons of paddy per season. 16
 
Performance in recent years has been well below this level, 
 for a
number of reasons: Reduced paddy purchases; condition of equipment;
availability of spares; skills and motivation of personnel; and,

management stnrcture and capability.
 

Sumarv of ProcessiM and Storae Facilities 

5.02 EIC's processing operations are conducted at three sites in the
 
Region. The facilities at each are set out belo:
 

Amiboncralav 

Processim lines: 
- Schule (1972) 3.0 tcns per hour installed capacity. 
- Lws Grant (1951) 3.0 tph installed. 
- Yarmar Dehullers (1988) 2 @0.6 tph = 1.2 tons per hour. 1 7 

Power:
 
- Mer s generator (1975) 250 KVA
 
- Two Volvo generators (1986) 150 KVA each.
 
- Lincoln boiler (1923) 100CV
 

Weigh ies:
 
- Alesc (1972) 30 ton capacity
 
- 10an % Fleichel (1959) 15 tcn capacity.
 

Storage: 
- Three warehouses; total 7,750 sq. meters and 16,000 tons 

capacity 

Am-af-aravola 

Prcsing lines: 
- Scdule (1956) 3.0 tph installed 
- BxJmuf & Bull (1963) 3.0 tph installed 

- Duvant gnerator ( ) 160 KVA
 
- Volvo girator (1986) 150 KVA
 

Weigh Bri
 
- Man & Fleichel ( ) 30 ton capacity 

16 Based on 20 hr days and a 200 day seascn. 

17 The dehullers were installed in the latter part of the year,
and have only pocessed 16.5 tn of paddy. 
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Ammfaravyola (=*me) 

Storvqe: 
- Three warekf s; total 4,430 sq. miters and 15,000 tons 

capacity. 

Prcssing Line:
 
- Huckauff &Bull (1952) 6.0 tph installed
Power: 
- Caterpillar generator ( ) 100 KVA 
- Two Caterpillar generators (1986) 150 KVA each. 
- IO Rosen &Babcock boilers (1923) 250 CV and a 110 KVA 
steam generator.


Weigh Bridges: 
- P. Millier ( ) 30 ton capacity.
 

Storage:
 
- Three warehouses; total 5,500 sq. meters and 16,000 tons
 

capacity. 

Assessment of Kill Performc 

5.03 It is difficult, =s , to disti uish the effects of tIE 
various factors that influence mill perforPa--P, but using praxes for 
different ategories of factors can take mus so eay t rd 
urderstameir wtat is airrertly happwing. In the first instance, we 
shall use Iar available and operatingbetween theoretical, 
tiiis to dstiniish a- - the effects of key factor. We shall then 
cament on the =rditicn of equipoent, and =1clude with an indication 
of the types of imprvments that wmld be lmt effective, in jtysical 
term, to inprove performnc. A arison is also made with other 
public and private mills, as well as the smIll dahullers working in the 
Region. Detailed data on mill perfomze and yields appear in 
Annex 3. 

Standard Season. Mill Q~Ejrir=x and Qeratir tim. 

5.04 The standard cperating seaso for riCa mills in the Region is 
200 days of 20 ho=rs each. This prid for daily and sesonal 
nit and repair while gaining the best mbimatin of semi
fixd and variable cts per unit of thr=4 , if paddy stocks are
available. Mill start-up is usmally not inLtiated unles paddy 
supliw and the citin of swipmit are iad te to wrze fairly

mtinuxus qperaticn. nmzber of days a mill is actually qpen
during the swan in relatin to the available nuber of days can 
therefore reflect tkee twocditiau. 
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Table 6. 

Sumnarv of Pays Mills 0Den For 0erati 

Ambongalava Anparafaravola Manakau*ahiny Average
 

(Based on conversion of recorded hours to 20-hr days) 

1985/86 (Ave. 73) (ave. 77) 
 135 87

1986/87 (ave. 38) n/a 18 35

1987/88 113 80 150
71 97 102

1988/89* 113 " 55 
 89 46 74
 

* 1988/89 based on figures thrg October, 1988. 

5.05 Out of twenty mill-years surveyed in Table 6, in only fur cases 
was a line open for more than 50% of the season. The Schule mill at
Anbogalava has performed cnsistently best in the last two years,
while the most noticeable inprovement aver the period has been in both
that mill and the Huckauf line at Amparafaravola. omitting the Ampar.1986/87 years, EIC mills ware cnly open for 41% of the standard season
days available in the period. 

5.06 The time that mills actually spent in operation was of orse 
less than the period they were oen. Even under the best of 
circumstarKm there will be breakdowns and other brief stopages, butthese should rrmally be very small in relation to available milling
time. Table 8 shows that operating time was significantly less than
the time the mills ware open - almost 25%leas over the survey period.
Unexpected breadwn are the principal cause of this shortfall, and a
compariscn of Tables 6 and 7 indicates that the problem has been
consistently the greatest at Ambngalava, where the mills have operated
less than 65%of the time they were open. 

Table 7. 

Summarv of Time Mills Atually0V-ret 

Au*mWlva qarafaravola k Average 

(Based on onversion of recorded hours to 20-hr days) 

1985/86 (Ave. 58) (Ave. 62) ill 71
1986/87 35 24 W/a n/a 17 28
1987/88 73 43 73 73
52 123 

1988/89* 69 39
43 58 35 49
 

* 1988/89 based an figures through Octoer, 1988. 
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5.07 It is noteworthy that the trend of days-cperatirVdays-open for 
EIC mills as a whole is steadily down over the four seasons, from 82% 
in 1985/86 to 66% in the current season. This is not consistent with 
the fact that imnprovmts have been made to at least sm of the 
critical equipment during that time. It may be reasonable to ask 
whether 1mana'mnt of SC4k1AC has failed to reduce the oen period of 
mills in relation to its declining paddy purduases, perhaps as a means 
of sustaining eiployment. 

5.08 The current Technical Director of EIC and his couterpart
maintain daily production run reports that permit more detailed 
examination of individual mill operations. These are useful in 
pinpointing specific pie of equipment that cause the -ost frequent
shut-downs, and other operational constraints, and they provide ample
evidence of the importance of investments listed in Annex 3, Table 6, 
to the improved performance of the mills. Hadever, it is necessary to 
recognize that equipment changes in and of thmelves will not lead to 
satisfactory performarce in EIC mills. A eneim and a generally lax 
approach to work are problem among persoel at all levels. 

5.09 Yield in the milling of rice is a function of the quality of 
paddy and the quality and operatic of the milling equipment. Unifom 
paddy of the correct moisture content, when properly milled with ruber 
roller equipment can be expected to yield about 62% head rice and 8% 
broken kernels, with no noticeable bran atent. Disc rollers, which 
acount for the majority of EIC equipoent, can yield up to 55% head 
rice and another 10 - 14% broken, clean kernels. In general, one 
should be looking for. 67% - 70% rice yield, with no visible bran and 
brokens less than 15%. 

5.10 The total yield of EIC mills is within the specified range only 
.UOwhen (Riz Ordinaire) is being produced, but the quality of this 

product does not meet ummmx international standards for milled rice. 
Scue samples examined during the corse of this st.dy ccntained more 
than 50% broken kernels; more than half of the kernels had visible bran 
coating; kernels were uneven in size, and about 5% were off-colored;
there was saw husk material present, and dust and kernel fragments
make up as much a 3%of the weight of the samples. 

5.11 M- yields eqpected by the - - _t of EIC at present are as 
follown: 

Ordinary Rice (MJO) - 67 - 63%. 
Table Rice (W) - 35% plus 31 - 32% grading discards (ET) 

that sell at mall disant below 
Ordinary Rios. 

Deluxe Rice (RL) - 12% plus 20% Table Rice 
plus 20% grading discards. 
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Actual yields in recent years have _roximated these figures, although
they also indicate a gradual decline. 

5.12 In summry, the yield and quality problems presently being 
experienced are the result of several factors: 

a) PBd& Poor seed quality and pest control result inyQualjit 
pay that is mixed in grain site and shape, and has a high 
percentg of dam~e grains. Harvesting and drying
practices result in mould formation, pest damage and uneven 
moisture content. Foreign content is high, typically 3%or 
more, suggesting carelesmass, and the nature of foreign
material indicates intentioal adulteration.
 

b) 	 Lack of ConditicinM Especially inview of the poor quality
of paddy to be milled, processing operations should begin
with pre-cleaning, sorting and moisture standardization. 18 
Mills currently have only single or double stage cleaning
that operates in cmtinumxs line with milling operations.
Consequently, there is no o tunity to prepare
standardized, clean lots of paddy for bsequent processing. 

c) 	The Ae and Dsin of HUllers and illina This 
equipment is very difficult to adjust and maintain at desired 
settings. As a result, both breakae andwerocsi 
occr at the same time, even to a greater degree that would 
be expected because of the -,r - paddy. Some of the 
older disc hullers are a particular problem because of their 
large diameter. 

d) 	Tndea " 'ras erparation of cpip ants and 
unprocessed grain at diff st of milling is not 
adeuate, with the reult that same grain is subject to 
renilling, with the attedant breakage and loss, while hull 
and bran material is not completely remved from grai that 
moves to further przcessii aid bagging. Th separation 
equijE~t: that is in place was probably satisfactory at the 
t of installation, for clean, uniform paddy, but it is 
inadequate for present coditions at EIC. 

e) 1st mval and Ventil m Th dust and small fragment 
___ an of grain in prcess is higher in these mills by

virtue of the paddy aid pro issues described above. It 
is 	 therefore ven more izportant that system to reove these 

18 Excss moisture is not normlly a prblem, as pady with high 
moisture content is usually rejected. However, with the need to 
operate on a revolving ftnds basis durir part of the last season, the 
risk of uneven moisture content ireased bmuse paddy was prosed
rapidly, and any moisture tarton that mit have ocrred 
naturally during storage did not take pla thi year. 

26
 



cmpormets - pneumatic sorters and evacuation fans - function 
effectively. Wile these are installed an same lines, none 
is performing to standard. 

Priority LmravemenL to Millinm Eauifern. 

5.13 From the point of view of quality and yield, there are a number
of inprovements that should be md in order to maximize output and
reduce operating costs. These relate directly to the problems
presented in the preceding section, namely precleanirM, cleaning,
separation, mill adjustment, and dust removal. In May 1987, EIC 
prepared a detailed list of equipment and spare parts that would be
needed to enable them to address these issues, and that list is
summarized in Annex 3, Table 6. This package reains apprpriate as a 
minimum rehabilitation investment. 

5.14 This year EIC installed two Yanmar dehullers of 600 kJ/hr
capacity. In preliminary runs, they yielded 69.32% RDO. The cxst of
these machines,_ on an equivalent tonnage basis, is only a small
fraction of the cAst of conventional milling sipant, and they are
adequate to produce a standard MD grade. IrxlmneMIt of the issue of
the future ownership and management of EIC, such diullers should be
considered in parallel with plans to exploit existing equipment.19 

5.15 It is inportant that any invesmt in EIC mills be cmsidered
in the context of strategic decisions concerning the future ownership
and operation of these facilities. However, it is clear that without 
rehabilitation, the physical plant will continue to limit performance 
even if managsimt and persormel issues are resolved. 

Comoarison With Other Proesors in the Bmion 

5.16 EIC repretatives indicate that there is a cnsumer preference
for rice from SCIAC. From a marktirq perspective, this is an
advantage that has not been exploited in term of price differentials. 
But frm the point of view of processirq, this preference is the result
of two factors: First, EIC has been mr rigorous than mot other
suppliers in enforcing the modest stardards for RD and IM grades; 
s , private mills and dehullers are often paid for their service byretaining byprodct, and therefore have no incentive to separate hull,
bran and grain po its of the milled paddy. 

19 These units are manifc as staml-alo sqauipit , with 
dehulling and seprating functions mounted in the sam housing. For 
power efficiency, EIC's Tecmical Director prposes to separate these 
aaxments, and to install banks of deullers and searators each 
driven by a commn power souru. 

27 

http:equipment.19


5.17 The quality difference does not represent an inherent 
superiority in the capacity of SCHAAC milling equipment. The design
and the range of ages in equipment is similar in most mills. There are 
differenes in rated capacities in relation to installed capacities,
but this is for the most part a reflection of the availability of spare 
parts and does not significantly affect quality. A summary of mills 
operating in the Region appears as Annex 3, Tables 4 and 5. A 
comparison of yields between EIC mills and those used as sub
contractors by EIC in recent years follows: 

Table 8 

omparison of RUO MillinM Yields 

1983/84 1984/8 1985/86 

SCZMAAC Mills 65.8% 68.3% 71.1%
 
Seven Other Mills 66.2% 66.4% 68.9%
 

Fran Annex 3, Table 5.
 

5.18 Yields vary among these mills by about 5% when processing
ordinary rice. The S4AIAC mills improved their performance relative 
to other mills between 1984 and 1986, at which time their average yield
 
was 2.2% better than that of the seven public and private mills
 
contracted by SCMAIAC to process a portion of its paddy. Although
cxrparative data are not available for the last two seasons, Sa9MAAC 
yields weare lower in both periods. (68.4% in 1987/88; and 68.7% in 
1988/89)
 

5.19 During field work for the present study, the COI mill was 
visited, as were a number of private detullers, and interviews ware 
corducted with individuals familiar with other public and private
mills. The principal milling line at ccmI is similar to that of EIC,
although it does not suffer fro a shortage of sar to the same 
extent. In addition, COROI has the advantage of a separate cleaning
facility that permits the separation and prepartion of uniform lots of 
paddy before processing. 

5.20 Small private dehullers do not presently give rice yields as high as 
those of EIC mills, and there are design limitations to their performance.
Hmowver, mrt of then are capable of producing ordiwnry rice with yields in 
the mid-60% rang aid do rit do so rnw simply because of the term of 
payment which discorage the maximizing of rice yield. An advantage of the 
small units in terms of the rice sector in the Region is that they do not 
have the infrasttrucre and fixed lab costs assoiated with large mills,
particularly those in the public sector, and they can start up and operate
for small lots of paddy. They can therefore operate year-rcund cn an 
intermittent basis, serving the needs of small producers and those who 
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d~ocse to retain a portion of their production for marketing in the off20
 season.
 

5.21 Of the four larger private mills cerating in the Region, three are
 
included in the data in Annex 3, Table 5. Separating these fram the four

public mills in the "Other" category reveals that the public mills perform

slightly better, but with a difference of less than 1%.
 

5.22 The network of small dehullers and private mills is not adequate at

the present time to handle the paddy production of the Region, either in
terms of volume or superior grades of output, but their further development

should be encraged. S AOAC Owns and operates 31% of the total milling

capacity in the Region, excluding the dehullers (Annex 3,Table 4). The

dehullers represent an enically efficient coqpanion to larger mills in
 
an overall processing industry for the Region. Owtruction is underway on
 
a fifth private mill, and this categoy of ovnrship and processing combines

the flexibility of lower costs, particularly labor and overhead, with the
 
scope for improved procesing for specialized rice and higher grades. Price
 
differentials in the rice market will determine the extent of this
 
developmnt.
 

5.23 
 Our field visits, toether with information mncerg the nature of
equipment in other mills in the Region, indicate that the installed capacity
at SCHUiAC is similar in design and condition to that of other mills, with 
sane individual differee that have a mrginal effect an quality. The

iportance of SIAC in processing is therefore principally the fact that
 
it cperats a large share of the capcity in the Region.
 

20 An assesent of the econmic merit of these dehullers wuld 
require, inerl a, information on the value of byproducts both in sale and 
in use. Hoever, assuming byproducts valued at the price of paddy, a rough
campariso betwen processing costs of SCMAAC and duiullers could be made 
as follos: 

SC)I AC direct milling costs, 1988: FM 18.0
 
plus value of byproducts
 
(7%valued at paddy price of FM 150) 10,
 

Total EM2.
 

Small dhuller milling cnt (based an 55%yield)

SOLAC yield 68% - dahmUer yield 55% (13%)

plus SOMIM byproduct yield of 7%
 
Ct therefore 20% of pady, valued @ FM 150/kg 

Total E 0 a 
M-A small difference at this paddy price would be 1 re than made up 

in this exauple with the charing of a share of EIC overheads to milling costs. 
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5.24 EIC's mills accaunt for 31% of the processing capacity of the Region.

They are ideally located in relation to producer -n- trations and
transportation facilities, and they are technically similar to other large
mills in the Regicn. In terms of operating efficiency, labor charges are
excessive and cxerating costs have also been adversely affected by shortages
of paddy. Technical performance would be improved with the installation of
pre-cleanirg and separating euipeent and an ireased suly of spare
parts. Overall, there is a shortage of qualified, motivated personnel,
which contributes to inefficiency and higher costs. 
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VI. MblmJJn -U"A 

6.01 The marketing of rice and byproducts is the responsibility of the

Service National de Vente (SNV). As Lac Alaotra has historically been a
surplus rice producer, SNV has always marketed the majority of its
production outside the Region, principally in Antananarivo and Tamatave.
The clients served by SVN, and the systed'of marketing used have varied from year to year, reflecting for the most part canging perceptions on the part
of SAZIAC management corneniing its role in 'oveznmzrt policy for rice
distriution, and uncertainty as to how best to meet its policy and
catmercial objectives. A brief descri'ian of these develqaments
illustrates that the organization has not suce in establishing a 
consistent marketing strategy. 

6.02 In 1983, SVN opened distribution points in the two major cities as
well as in the Lac Region, and engaged in direct sales to c1stmers as well 
as sales to local governments, social groups, wholesalers and retailers.
In the following year these points were closed, at the request of the World
Bank, and sales were restricted principally to organized groups and licensed
distributors, ex waruse. The next year, sales by tender to distributors 
were cotinued, but private contract sales were also introduced. 

6.03 With the introduction of liberalized trade in rice in 1986, SVN began
the season selling only ex warehuse, but poor sales resulted in the re
opening of distribution points later that year. Within the Iac Region,
paddy collectors were also used as rice sellers. Another technique that 
year was to issue coupcns to farmers selling paddy tj- EIC which allowed them 
to buy rice directly from the enterprise at a reducd price. In 1987, SVNbegan to respond seriusly to the liberalization of rice trade: Sales were
made to all types of buyers, from distribution points, and a branded product
was introduced in one kilo bags. A soll export shimnt was also made that 
year. 

6.04 This year, the need to generate funds rapidly for additional paddy
Purchase has led SVN to operate on a cash or dlejue basis, with no sales oncredit. Otherwise, the open marketing of product to all buyers remains
officially in effect. 

6.05 flu organization of SVN that has been in effect for the past two 
years is presented in the cart on the fo]lwing page. 
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Ozanizationf SoV 

Chief, InIvoicing, Collection 1 

and Sales Administration
 

Cshie Ivic e Site Supexv 

Rice Sales Perfonnano 

6.06 EIC sales volumes and prices for recent years are summarized below: 

Table 9
 

FTC Rice Sales
 

TnT Ave.BGF Tu AveJIG Tw a v.FsG Tbu Ave. Pe
'000 / q 000 /lQ '00 /kg '000 /kg

1983 29.7 170 .- 
1984 66.6 185 . .. ... 
1985/86 45.2 200 - - - 
1986/87 3.3 420 0.2 540 0.5 590 - 
1987/88 24.7 326 0.9 411 0.2 446 0.3 356
 
1988/89* 6.8 370 0.4 460 - - 0.1 401
 

* Throug 10/10/88. 

6.07 Annex 4 presents mtchly prices in Tarna and Tamatave for RM. (By
Dkier, prices in Tara had moed FM 500/kq for ordinary rice, but EIC 
had sold all its ric prior to that tim. In all other case, with the 
possible emptiion of Trmatave/July and Aauust, EIC prices ware below thoseprvaili in the reect-iv. mrt, reflectirq the rediscuss 
elsAha to tabs'advantaqe of market conditin to maximize the market 
value of the egion's paddy. Table 11 presents pric in Tana for the 
current year, irxdicatiMz that EIC pricm r below market levels by more 
than the olesale and retail mrins ichimust be takon into acxunt on
the majority of EIC sales. The are for the most part flush ztths,and EIC 
had sold all its prod&ytion before the prdictable price increases of 
Decemer, Yn RD pric e FIG 500/q. 
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Table 10 

Ordirnry 	Rice Prices -- Antanangrivo. 1988 

June J _ && =. O-= HY. 

Market Price 414 408 412 418 445 469 
EIC Average Price 368 371 366 376 386 383 
EIC as %Market 89% 91% 89% 90% 87% 82% 

6.08 T;, terms of sales administratin, there are tw major elements of 
= ern: First, staff levels are too high for the volume of sales. Sales 

this year will be 519 tons per employee in SVN, and related salary costs 
will be about FM6 2,074 per ton. This itn alon accounts for more than 2/3 
of the budket figure for total fixed costs of FMG 3/kg. (SVN uses no 
seasolial employees. Second, acounting and control of cash and rice are 
inadequate. fhere are unexplained stock discreparies each year, and credit 
managuunt has not been able to prevent a kild-up of bad debts. (FM 250 
million in 1987/88 alone) 

The Results of 1986/87 

6.09 In the first year of liberalized rice trade in the Lac Region, 
1986/87, EIC took an aggressive positio in paddy purchases and paid up to 
FM 285 per kilo of paddy. Later that seasn, %dwn rice pices in the two 
major cities were FM1420 - 460, Govermlt began selling dconated rice from 
the stock tampon at FM 360/)q. This had a seriom effect on all other 
sellers, including EIC, which lost me than FM 3 billion on the year's 
operations. (The break-even price for EIC that yuar tams FM 450/kg.) 

6.10 Equally significant wms the impact of theme lasses on the approach of 
SaOAC to marketing strategy in su t years. The enterprise has been 
very careful to align itself with t price policy, and to adopt a 
conervative postur. in paddy markets to vmze that it has at least a
odest margin betwien its raw material costs and the anrxzzd intervention 

price for rice. The result on the paddy suply side has been discussed in 
Section IV; the result an the marketing side is that SW has not maximized 
its rwmem On sales, and has bo in effect an informal stock tamon.21 
By selling its outpt in the early part of the season - before the end of 
the calerdar year -SCHIAC protects itself against being cau~it with stocks 
when official stock tanpon operations begin. Hwwor, in so doir it also 
remes itself fram any stabilizing role during the us.ure and frtn any 

Jitnaul margin that might be gined an sales betwee the flush season and 
period of official intervention. 

21 T weighed average price in tIu first four wnths of this season 
is equal to the price at which the stock tmpon is plauiud to com into 
operation. 
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ThMe Need for a Market StraL~y 

6.11 Beyond the practice of selling rice early in the season, and at 
prices near the annrced intervention price, SCALAC does not appear to 
have a marketing strategy. It has experimnted with different elements of a 
strategy, such as: introducing branded retail packages; partially filling

an export order in 1987; alternatir betwee eephasizing sales in Tana and
 
in the Lac Region; and planning in the last several years to increase the
 
share of higher grades in its output, but without sumss.
 

6.12 The influence of local political forces, informally as well as
through the Comite Restreinte, have kept EIC fro paying quality premiums

for paddy and otherwise being selective in its purchases so as to provide

the necessary raw material for a diversified marketing program. Although

there have not been explicit directives from the natianal verrmert

concering rice prices, managent has inferred that it is not to take 
advanta-ge of seasonally higher rice prices in the major conming centers. 2 2 
These factors have given rise to an inertia on the marketing side similar to 
that which prevails in paddy purchasir, and the potential role of such a 
large n to maximize the market value of Lac paddy has not been 
realized. 

6.13 Irrespective of the future pattern of ownership and management
selected for EIC, a marketing strategy Nst be developed, one which 
addresses at least the following aspects: 

a) The adascar rice market is distinctly segmented in terms 
of grade preference and the purchasing power to express that 
preference. Even if EIC were to be expected to market ordinary rice 
at modest prices for the low and medium income population, it could 
develop profitable operations in higher grades, where the pr-ice
differential exceeds the additional production costs by a significant 
margin. 

b) At the present time, a large share of EIC rice is sold to 
preferred custmers - governmwi enterprises, elected officials and
their families, and -rdaes who have access to this rice by
virtue of their coticm with gomnmrrwi and elected officials 
associated with SCaIAC. 2 3 nai rice is sold at less than prevailing 

22 In 1988, EIC sold rice in Tanm at FM 360/kg until mid-Octer and 
then at 385 in mid-Nover. while its rice was not of the quality
receiving the highwt prices, the rarg in private sector prices in the 
s Wifik of Nov~er ws FM 430 to 520 per kilo. 

23 Tis practice aouts to an pinistered allocation system, rather 
than one based on price, and it effectively r~vw theme customers fram the
market place. SCOMAAC is of course not the only parastatal that distributes
rice in this mamnner, but the practice results in a &ial market for rice, and 
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rates in the open market. Furthermore, in EIC's open market sales,
the hoice of level of ustcom r - wwlesaler, retailer or consmr 

needs to reflect a cmrcial decision based on margins and costs 
associated with serving thee customers. 

C) B Ecuic developmnt leads to several treis in the food 
irdustry that are important for produers: Retailers reduce their 
custan service to con rs, and conzrs spend less time shopinq
with the reult that they develp brand loyalty and a preferenc for 
pre-packaged gods. nme treds a that labelled retail packs 
grow in importance, and EIC nes to include more packagin and name 
association in its marketing strategy. 

d) 	 ILoti EIC in the last several years has transorted its 
production to Mana and Tamatave in the early part of the season, and 
gradually increased it sales in the LAc Rion as its stocks 
d sed and the season progressed. Mmr are indications that this 
results in .uessary transport costs for EIC, as private traders 
are willing to buy rice in the Reion and transport it to urban 
centers themselves. The control implicit in wavin its own rice to 
market is perhaps not apri riate for EIC, and is alot certainly 
not necessary in the early part of the season when it is now done. 
'hA market strategy mist include c rcial decisions on the location 
and relative importance of outlets. 

e) 	Tizmi of Sales Financial oasraints, and the concern not to be 
caught with stocks u-n the stock tupon beins to operate, have 
cotributed to the practice of selling rice early in the season. A 
cmns'ially-based strateY wold irnlude the phasing of sales based 
on cash flow needs and expected price treds as the season 
progresss. . 

f) 	E= Markets AlI the quality of rice that can be produ
from the paddy preswitly produced in the Rgion wouzld not be adequate
for 't international markets, there are ortunitie in 
neighboring cxmtries that have not bew ade tely explored. Also, 
as rice production i - --I in other parts of hdaqascar, producers 
aid traders in the Lac Alaatra, Reion should be looking inceasingly 
toward higher quality production for uq~ot, and the enterprise that 
develop the knowledge aid capacity to serve the markets first will 
be 	&t a distinact advantage. 

g) 	 N ~tNi Eadh suplier to a market has oarative advantages
in serving segmenar. ts of that market. EIC uesto examine 
its am characteristics as a supplier, and relat. those to market 

ir~easm the volatility of the open market by reducing the volume of rice 

and the number of buyers in that market. 
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sements it wishes to prsue.2 4 It would be important in identifying
such otunies that factors other than preferential price be used 
to prawte sales. omsistent qality, timliins of delivery,
proximity of outlets, as well as legitimate cot savings in freight,
volume and purd-Asing could be se of these factors. 

Strengths and Weaknesses of the Preent ? keti Svstem, 

6.14 EIC has a good physical netwrk of outlets in the Region as well as

in Tana, Tamatave and Moramaa. Muwgh those outlets and the travel of
its magrs a=un coner centers it has the capacity to develop a good
market information network. !he storae and transport capacity of the
Division is also a distinct asset to any marketing effort. In each of these
respects, EIC is better placed than either its private or public sector
 
cepietitors.
 

6.15 However, the Division has not da ted the flexibility or
resposiveness to market conditiors that would permit it to take advantage
of these features. As with other aspects of the Division's activities, it
is important toxxsgnize that EIC's marketing performn is the combined

result of internal limitations with respect to persmel and systems, the

actions of SAIAC's central -- a 11t, and mmii factors - both local

and natinal - that have not been effectively resisted in the pursuit of the 
enterprise's stated objectives. 

24 Fr mmple, EIC is able to deliver large qmantitien on fairly short 
notica; it has the stor and tranort facilities to deliver lagequantities to a cutomrs specification; its mill are prsm tly suited best 
to procssi the majority of its paddy into ordinary rice; it has
preferential aces to _ow-rru.nt ognizaticou thraugh the oosition of
its ownership and man 1I; it has 1, - ntzated a suerior ability toproduce rice to specification. 7he char=aristic sugst that one niche
would be large public sector users such as the military. 
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VII. strm and Trm arrt 

Eauiim 	 and aciliti 

7.01 EIC operates a fleet of trucks and light vehicles for its purchasingand marketing operatios, and warehouses at each of the mills. Transport

equipnent for paddy and rice, as of mid-1988, cxrsisted of:
 

Table 11 

TogM1cial

5-ton trucks 5 5
 
7-ton trucks 4 4
 
10-ton trucks 7 7
 
Tractors 9 8
 
Trailers 8 8
 

• Incuding tose up for norml rep.ir. 

7.02 Even with the problems of sdchdulir paddy collection, and thedifficulties that result frC the r irment that the Director Generalpersonally authorize all trips outside the egion, this fleet is aduate 
for EIC's current reeds. 

7.03 The total capacity of warhuse at the three mills is 47,000 tons.11e quality of this space is mixed, with pesticid being used to control
rodents to a 
greater extent than sWild be necesary. However, with theredce volme of throgput in recent years, there is ample s for theselective use of the better spaie in each location. (As of mid-November,
1988, there were only 2,000 tcmu of pmddy and rim in stock.) SST also
operates small warehouses at buyir Te set up in 1987,points. wre
cortrol prolems as well as the rapid turnover of paddy led to their not 

but 

being used this year. 

Sumnary of Key Issue 

7.04 	 a) Ther are too many perscnnl in this unit and, as with other units
of EIC, tha Abenc of incentives and sancion preclude effective
mann9 M of these people. Indicative of the surplus is the factthat thin rzmes at buying points, though not in use, are still 
fully staffed. 

b) 7 absemim of effective a for (4mntities and qualities
of paddy purchased reflect aially on the SAP and on the SST.
Over-paymnzt and pilferag at bying 	point cermot be distinguished
fr problem that arise bebm there and the weigh-bride at the 
mill. 

c) 	EIC vehicles are forbiden frm haulinig procts other than rice
and paddy wned by the Division. As a result, transport costs are 
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higher than they need to be beause there are opportunities for 
back-haul to the tac Reion frm Tana and Tavatave. Such 
qotmities are increasing with the rapid growth of the Region. 

d) 	Reair and m itenane of EIC vhicle is perfoze by FAE and 
paid for by EIC. EAE also provide. about 10% of all repair
service for the mills. There were so indications that this 
az qaremit results in EIC vehicles and mills rot receivinq
adeuate or timely attruction, but we did not exmmim the issue. 
Together with som transport servica, the total cot of this 
are nt averd EM 500 million over the last four years. Ths 
level of t amng Divisions may be warranted, but its 
cost-effectiveness should be rvieead. 
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VIII. Emxial -zditismof EIC. 

8.01 Except for the 1986/87 season, EIC has gmnerated an Operating surplus
in each year since the 1983 reorganization. In this sens, it is a viable
c'peratin. However, isthiss not in itself a measure of EIC'S financial
well-bei. One set of criteria usually applied in financial evaluation 
cotterns efficiency or profitability. In the case of a private sector
enterprise, the owners and creditors make thUse judgments in deciding
whether or not to ctinIue to fund its Peratizu. In the public sector,performance is often judged on the basis of least-axt achievement of stated
objectives. Theuther two sets of criteria 1z lly used in financial
evaluation are liquidity and credit warthines. EIC has privileged access 
to capital for investment, operating costs and paddy p=rdases and is
rutrinely subject to these tests to qualify for tee 

nct 
resources. 

8.02 For EIC, then, the important financial tests are whether cprations
are performed at least cost, and whether they are perfored within the setbudget onsctrats . Performance with respect to efficiency has been the
subject of pr8cediri sections. harwe are a rumber of areas in which costs
could be significantly reduced and ren increased witiojt reducing the
quality of service, and these will not be repeated hare, except to
illustrate their significance in relation to ths operating statents in para. 8.06. MA implicit budget ociutralzit i=upmd by the overnment has
been that EIC be self-sufficient. In this section, we shall examine briefly
the net flow of funds to EIC to illustrate that it has not achieved this 
objective. 

Apamt and B19rfrM Rporc 

8.03 It is important to point out that the records available from EIC, and
frcim the acxing unit of SCMAAC, contain di.g rancies and methodology
problem which prevent an &irat mmit of EC's present condition.
In a rem, evaluation of internal rporting, the external auditor, RINlRA,
criticized EIC for failure to follow establishad ;red. , particularly insales, inventory, purchasini and payrll, and for failing to e prcper
reords of its operatiCs. We share this cancr, and mfft qualify any
c1t on the financial condition of EIC an the gr=ids that disclosure in
the data is inadequate to permit a definitive a of the enterprise. 

Mrati Perfor wnceof EI. 

8.04 Th financial performance of EIC is cttrained by tw basic factors:
Pricing policy with repc to both Paddy Prcaus and rice sales which 
prevents th entrpis fru maxiinmizi its gro iinrgin; and
inefficiencies, particularly in personnal man imp and the oontrol offnmds and inentory, wdidi add greatly to OperatiM costs. In adition, the
redued volume of t in the last mveral years has resultee in
excssive fixed diargm per uit of paddy processed. 
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8.05 The information contained in Table 12 was provided by EIC, and gives 
an overall indication of the financial rzsults of operations since 
liberalization of the rice trade in Lac Alaotra. The lom of FM 3.6
billion in 1986/87 greatly overshadows the odest surplus of 4% n sales in 
the preceding year and 12% on the redLe volume of 1987/88. It is 
interesting to note that the reported net in in 1987/88 represents a 
return of 165%an fixed assets. Qupariscn of these two figures on returns 
- 12% on sales and 165% on fixed assets - highligts the high variable costs 
of EIC operations and the extent to which it enjoys the benefit of 
depreciated plant and equipment. 

Table 12 

EIC OperatiM Stateet(FM Million) 

195/ 986/87 1987/8S 

Initial Stocks 
Paddy Purdiases 
Personnel 
Duties &Taxes 

1,720.1 
7,057.7 

355.0 
1.6 

556.6 
6,567.8 
343.6 
40.8 

3,876.1 
2,758.7 

474.0 
1.5 

External Services 
Transport 

776.0 
536.7 

418.0 
72.1 

211.3 
234.4 

Management Charges 27.3 47.2 38.9 
Finance Charges 
Amortization 

494.6 
96.1 

829.5 
236.8 

1,138.7 
249.4 

Provisions for Ls 302.3 - 109.4 
Fees to SCHMIAC 228.2 - n/a 

Total Costs 11,595.7 9,112.4 9,092.4 

Final Stocks 556.6 3,876.1 754.8 
Sales 
Rebates 

11,430.8 
i.1 

1,627.2 
28.8 

9,409.6 
0.1 

Sale of Assets 58.4 3.6 6.8 
Interest & Dividends 5.4 6.01 

Total RI~ma* 12,052.2 5,541.6 10,181.3 

NEr DC 456.6 (3.570.81 1088.9 

* Note that adjustts in stocks are i luded in Ik operatir statement as 

presented by EIC. 
8.06 Table 12 can also serre to illustrate the ardor of mgnitude of 
efficiency gains that could be realized in EIC lratins. If, for example,
personl char had celine over the period in relation to p y
processed (Annex 3, Table 3), and if cedit ontrol had rmentsd the need 
for bad debt proivisions, the impact of these two chan alcr in 1987/88
would have been an inrease of 44% in net i . Te sevi fold increase 
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in initial stocks betwen 1986/87 and 1987/88, if financed at the arrent 
rate of 14.5%would account for about FMI 480 million of the finance charges
in the latter year. Togther, t e three ftors - diq reportionate
personnel costs, bad debts, ari exce stock - ac t for about FM( 950 
million in 1987/88, or about 40% of total operating costs exclusive of paddy 
purcases. operating sta s for 1983 to 1988/89 apear as Arunex 6,
Table 1. In Table 2 of that Annex the cperating statmmts for 1984/85
through 1987/88 have been recast in a more usual cmrcial form. 

8.07 A coxparative balance sheet for April 30/1986, 1987 and 1988 appears 
as Table 3 in Annex 6. It indicates that EIC's nut worth deteriorated over 
the period and is rn negative (-FM 494.8). This is despite dotatiorns and 
subventions whid had a rot value at 4/30/88 of FM1 1,275.7. The total book 
value of plant and equipmnt at that date was FMG 677.9 million, of which 
FM 414.3 million, or 61%, was transort equipment. 

8.08 The book value of warehouses, mills and milling equipmnt was FMn 
255.5 million at April 30, 1988, compared to a reported acquisition cost of
FM 662.1 million. In 1985, SCQMAC iniss icned an appraisal of its mills 
at which time land, plant and equipmet were valued at FMG 4,629 million. B 
The purpose of this appraisal is not clear, and it was based on temporary
costs less estimated deterioration rather than the value of the assets as 
part of a going cnmrn. Nevertheless, it illustrates the extent to which 
the market value of EIC's facilities my exed their book value. 

FinancWia RelatierhD With Governmet 

8.09 Te aounting and reorting problem referred to above affect the 
trazactions betwen the Division and the Govermet in the form of 
dotations and subventidns. Hoever, data that were available to us irdicate 
a contiuinq flow of funds to the Division for the purchase of fixed assets 
and chattels and for operating costs. As of April 30, 1988, the balanc 
sheet indicates a rut value of dotatiwu of FM 1,117.9 and subventions of 
FM 157.8 million. In addition, the Governmnt etend a long-term loan to 
EIC of EM 2 billion to repay a portion of te BIN debt incurred as a result 
of the 1986/87 cperaticn. This rprsnts a nut exposure, at book value,
of FM 3,275.7 million. In addition, Gaoernit own shares in SC kIAC 
valued on the books at FMl 170 million, %hichwe asme are represented 
pari-passu in the owrship of EIC. 

8.10 In trying to track these flow over the last several years, we find 
that acuzlated depreciation, 6 expetinse, and chaes in the 
relatMd averlrnit capital ots carnot be recociled. Without this 
info-rti, the sham of the present book value of assets that has been 

25 Societe Malgade d'!Eqrtise; No's 80/85, 81/85, and 82/85 
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finaced by overnit canot be established. 2 6 The inforlatian we
extracted from the financial statmnts of EIC with respect to fixed assets,

sventins and tatians ear in Anex 6, tables 4, 5 and 6,
 
respectively.
 

8.11 11 auditing of SCHMAC is Currently running about 18 months behind a
normal sdedule. Mis may be in part a result of the difficulty in tracking
transactions. Hever, we also find that in the work of the auditors, more 
consistent use shiold be made of notes to financial statnts. 7hese are 
an essential elesmt of the disclosure reqired of notml aIaunting
principals, and help to identify the impact of acamiting errors an 	the
stated condition of the enterprise. 

8.12 On the basis of the information available to us, it is evident that
EIC continuously depends an funds from Government to finance a share of its
fixed assets and Operating costs, that its cerating surplus in normal years
is modest in relation to sales volume, and that the financial inpact of
efficiency measures could be significant. ting reoords are not kept
in a manner -istent with normal m tug principles, nor is the degree
of 	disclosure in financial stat . It is our cinion that additional
work must be done in several specific areas before the condition of EIC can 
be accurately assessed: 

a) 	Asset financing and dpreciation , 

b) 	 Flow of futds between SaMAAC and EIC. 2 7 

c) 	 Flow of funds from Governmnt to EIC for investmnt and qerating
costs, and the relationship of these capital accuts with the 
acquisition cost and book value of the assets so financed. 

d) 	 Legal status of different equity holdings in SC*MAC, and their 
pro rata participation in EIC. 

e) 	Valuation of assets used jointly by EIC and other Divisions ofSsavaAC. 

26 Hany of the assets ware finMncMd by Governmlt out of the proceeds
of World Bank loam, and it may be that the audit covenants of this creditor 
will result in accurate accounts in dim =wrse. 

27 EIC pays a fee in irmat years to S(I.AC for man and ommon 
services. This eoms flow frm the SLAC in a caes, but recording
in 	the ccsolidated s a ents of SOL&C is not ocmistart. The result is 
to imply a drain on the central ozanization utm this is not the case. 
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adIX. a Ym,-eL Cl1-ia, 

9.01 A iztstria1 and Commercial Division of SCKWAC has acquired an 
intimate knowledge of the paddy and rice markets in Lac Alactra and of the 
rice market in f.-5 It one third of the processingasCar. operates about 
capacity in the Region and has a god #rysical nemrk for collection and 
distributin. Howmer, we ind that amwr xaints of an organizational, 
nanarial and physical nature have prevented this enterprise from 
performing an efficient commrcial service for its suppliers and owners. We 
also conclude that ambiguity or conflict amon the various roles expected of 
EIC by different parties has resulted in unertainty and inertia in the 
operations of the enterprise. Our specific conclusions are as follos: 

9.02 Stratsic Inmotance of EI Private sector respons to the 
liberalization of rice trade in the Lac Alaotra Region has effectively 
removed any strategic role for EIC in the regional pady market, with the 
possible exception of small isolated areas of poduction that might not 
otherwise be served directly by buyers. Tmre is nothing inherent in EIC's 
processing operation to distinguish it consistently from other millers. In 
the rice trade, EIC functions as an informal stock tampon, a role which is 
not ompatible with its commercial respunibilities, nor is it in the best 
interests of the produc~ers served by SOMIAC. 

9.03 Level of AutonomyEIC has no strategic autrmy in relation to the 
Direction Generele of SCMAIAC, and mst refer many daily operating decisicns 
to that level. As the business ad of SOMIAC, EIC is an important tool for 
the institution in satisfying the interests of local and national officials 
who wish to see the flow of funds used to further both policy objectives and 
other shorter-term interests. 

9.04 M It is difficult to assess EIC's emrna3.ent in the context 
of its limited stae for initiative and responsibility, but there are 
individual managers who cld perform wall if sanctions and rewards were in 
place. Others do not possess the requisite skills. Control of personnel,
funds and inventories is inadeqate. 

9.05 Personnel Thre are too many people an the payroll of EIC, and their 
perfarnnoc is generally poor. wile aployenzt laws are a factor in the 
failure of EIC to reduc its perimenit staff, so too is the influence of 
local officials an the operating dicisions of the mganization. The quality 
of perfrirn - reflects the absenm of any system of reward and sanction. 

9.06 A EIC has a largi asset base for the transport, storage
and prxming of rice products than is warranted by its present level of 
activitiem. T condition of these, particularly the mills, contributes to 
higter oerating osts and lower yields tht. 

9.07 Pad This is a passive activity, poorly cotrolled, that 
contributi to the redce volum of throupzt by EIC. The absence of 
incentives or controls contribute to disinteet and abue. 
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9.08 Prm~sing CJity In contrast to the rated capacity of 13.3 tons 
per hour, actual capacity in the first four mcths of this year was only 
11.5 tcm per hour for tim actually Worked, and the mills Only Operated 41% 
of the available tim. Limited paddy sply ws a factor in performne
this year, but areakdowns, obsolecence, mteria1 contro1 aid the --n went 
of personnel war cWler factors. Key mintmnaz and rqa= pwer l are 
to be com , ed for keepir much of this equipnt in cperaticn. In the 
context of other strategic decisiow cm rning EIC, ,uwideation should be 
given to selective t in the rehabilitation of these mills. 

9.09 Qualitv of Pxduct The quality of rice is not adequate to compete in 
internatioal tr exet perhaps in low-priced reionl markets. 
The quality of pay and the condition of millir equipment result in 
unsatisfactory bran removal, off-colored grains, lack of uniformity, and a 
high perc RI of brokn grains. The quality of ordinary outpu is such 
that the millir ratio is not a manirful indicator of mill perf!Mmarz. 

9.10 Rice EIC has an implicit marketin strategy similar to 
that of a stock tampn. There is no attemp to maximize sales revenue. 
Strategy and price decisions are taken by the C.Mite ftreint of SMAAC. 
These conditions reilt in indecisiveness, and an aministrative approad to 
marketir on the part of SW managers and staff. 

9.11 	 A g P are not adeqate for either cntrol or 
purpses. e eset Director has developed automated records 

that track purdse and sales, but equipment and per=al problem prevent
their adoptcon on a rsua basis. MA prueint manual syWatm is c ersme 
and subject to abse; it is tim, and it is not umed to generate
informtion that can assist mwmrs. 

9.12 Financial The conditicn of EIC cannot be evaluated with 
confidenoe on the basis of prest accounting informticn. We recommnd 
that the owners and concerned managers et with salAc's external auditors 
to establish a progra of accelerated atditir and the ,trdc±ion of an 
acxuutinq system based on valid so docamnts and prsx procdu res. 
The aocurate separation of EIC from the rut of SOMAC would not, in our 
opinion, rqrnm a difficult task if oorst p os were in place for 
recrding the funding and depreciatin of assets. Facilitie in cmmon use 
are a sall and readily i -itifiable set of assets. 

9.13 Secto AsmaMir that Goverrint will cotinu to take an 
active part in the. rice sector, ther are several policy ia that will 
need to be addreuued if the cwi in is to be live to improved
perforiwuM by any future operation of the asts of EIC. Thee include: 

a) 	 Clear itiun of buffer stock uan "'Oi and market intervention 

policy. 

b) 	 Clarification of the role of the paddy floor price. 

C) n of pay quality incetives. 
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Issues to be 03sidered in Develcinm Al enat Sc4arios for EIC 

9.14 The evaluation of present 00nditionS and parforeamK within EIC gives
rise to a mzber of issus to be exmined in eveloping alternative 
scenarios for the future of this organizatin. In aditicn to those
implicit in the present report, there are the following, assr led from 
interview and materials reviewed by the evaluation team: 

a) 	The extent and efficacy of a stabilization role for EIC in the 
Regional padd~y market. 

b) 	The role of EIC in the price policy of Government in the rice 
sector. 

c) 	The possible role of EIC in relation to the managment, processing
and sale of national security stocks of rice. 

d) 	 The salvage or market value of EIC assets in relation to their 
prodioncr potential. 

e) 	Asset valuation, and the prospect of recovering State equity in 
the event of the sale of EIC. 

f) 	 Authoritative assesnt of EIC's financial ondition. 

g) 	 Responsibility for liabilities in the evet of capital 
ritructrig. 

h) 	The potential iuyact of alternative legal forms of organization on
the ac=msability of managers and the efficiency of decision

i) 	 MAe political and adjusmt aspects of the reduction of staff
that will almost certainly be required in any viable alternative. 
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ANNEX 1 
Page 2 

4. The Consultant will undertake the specific activities described
 
below:
 

Phase I: Evaluation and Diagnostic. The evaluation will concern
 
the realizations of the 1983-87 period; 
a technical and commercial

analysis of SOKALAC's rice mills in relation to the operations of

other industrial and small rice mills in the region; 
and an

analysis of the 
legal aspects, social impact questions and of
 
necessary undertakings to clear up the EIC's liabilities vis-a-vis
 
the state.
 

5. The Contractor will:
 

(1)Review legal documents and all financial and physical progress

reports of EIC for the period 1983-1987, as well as all
 
relevant studies including one completed by a team of experts

in 1985"on rehabilitation needs, and more recent reports 
on

the organization of the national rice market and on rice
 
export opportunities;
 

(2) Interview members of the staff of EIC and of the General
 
Direction of SOMALAC, farmers and independent traders in the
 
zone, and representatives of the supervisory ministry 
- MPARA
 
- to gain a complete understanding of the functioning of the
 
EIC, its organization objectives, its capabilities (physical

facilities, personnel and financial resources), its problems

and its relationship with the central government and national
 
policies; and
 

(3) Assess the national and international market prospects for
 
rice and SOHALAC's potential role in those markets.
 

6. 
 The diagnostic will focus, in particular, on the capacity of the
current structure of the KIC to adapt itself to the foreseeable evolution

of production, processing and trade 
(national and international) of rice.
 

Phase II -
Proposal of Scenarios in Consultation with the Other
 
Consultins Firms
 

(1) Per consultation with the two other consulting firms, outline
 
the 
possible scenarios for the future of the EIC, describing

the advantages and disadvantages of each, from the point of
 
view of:
 

- The State, 
as owner of the facilities;
 
- The National Rice Policy;
 
- The development of the region; and
 
- The interests of the farmers, 
the mill operators and
 
commercial operators.
 



ANNEX 1 
Page 3 

To permit an evaluation of the consequence of each scenario
 
for SOMALAC on the institutional, financial and social levels.
 
The contractor shall define for each scenario, the:
 

(a) Judicial aspects;
 
(b) Social impact; and
 
(c) System for the financial rehabilitation of the EIC;
 

and shall present Pn estimation of the markets, domestic and
 
foreign for SOMALAC rice.
 

(2) Prepare an interim report which summarizes the conclusions of
 
the diagnostic study and presents the options for the future
 
as described in (1) above. This report should contain enough
 
information to permit the Government of Madagascar to make 
an
 
informed decision on which option to select;
 

(3) During the four weeks following the transmittal of the interim
 
report to the Government, the consultants should be accessible
 
to respond to any questions the Government may have;
 

Within one month of the receipt of the interim report, the
 
Government of Madagascar will select one option. will notify the
 
consultant of its choice, and will provide instructions for the
 
execution of the third phase.
 

Phase III - Elaboration of the Restructuring Plan
 

(1) The justification and description of the selected option;
 

(2) A delineation of the proposed institutional structure;
 

(3) International organization and external linkages;
 

(4) A financial table following the general accounting plan for
 
1987;
 

(5) Identification of the legal structure and ownership;
 

(6) Human and material requirements;
 

(7) Provisional accounts following the general accounting plan for
 
1987; and
 

(8) An implementation strategy and schedule.
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ANNE Z 
Table L
 

Size of Holdinas
 
Cultivated for Rice Production 

HA L Ac No r t h Wes t Andllas East -,, :h 

L,i-4 - ,5 

A-verage sales -58 458
 
farmer tFMrG: .
 

. cu tL-,,ate 2 h: ,:r l=es.
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M EI 2
 
Paddy Prices inLic Aliotra Table 2
 

Jan Feb Mar Apr may Jun Jul Aug Sep Oct Nov Dec
 

----------------------- ....
------------199-------------------------------------


Andilimena 0 0 0 0 0 0 146 150 0 170 0 0
 
Asbatrondrazaka 0 0 0 0 150 152 159 170 170 195 0 0
 
Asoarafaravola 0 0 0 0 150 163 164 188 196 199 0 0
 
Moriinqa 0 0 0 0 L[8 150 150 0 0 0 0 0
 

Taiative average 146 155 154 156 193 189 0
 

----------------------------------- 1987 -------------------------------

Andilaiena 0 0 0 0 0 0 0 0 0 0 0 0 
Asbatrondrizaki 0 0 ,) ) 0 0 125 132 167 238 250 283 
Aeirifirivolill 0 0 0 0 0 0 0 120 120 120 120 0 
Moriaanga 0 0 0 0 0 0 0 0 0 0 0 0 

Tieitive average 514 - 411 302 342 257 215 266 302 267 343 415 258
 
Nat 1 Averiae 11 87 293 '19 ,06 192 170 167 179 193 221 155 255
 

------------------------------------ 1987 ------------------------------------

Tilative 
Ambatandra 282 355 305 172 113 113 167 204 165 241 375 300 
Average 279 354 180 259 356 263338 285 168 3, 290 342 

Nat'l Average 321 :52 343 272 17 197 224 246 293 313 332 335 

I '04 indicatis no ourchases, or data not available. 
ti As liat ioear inOSA report, but not correct. 
li Source: MPARAiSMTI3.
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ANNEX 2 
Table 3 

Paddy Collection in Madagascar
 
(by season)
 

1983/84 1984/85 1985/86 1986/87 1987/88 1986/69
 
- --- ------ -- - --- -- -ton s - - - - - - - - - - - 

Coroi*2, 474 5.920 1.112 6.575 10.061 6.662 
Fifabe 15.776 21 .504 4.936 3,289 4712 3.313 
Roso 2 162 1.929 1.418 445 1.119 58 
Samangoky 0C 0 42 410 0
Sice222 4,001 2.865 1.533 059 

Sinpa* 8.471 8.819 15.486 43.530 23,107 
Soama 0 300 20l :20 
Sogedis 0 0 353 29 0 
Somacodis* 7.000 5. 91 5.784 12.775 19,112 15.,332 
Somalac** 77,484 649798 65,00o 29.009 19,962 19,589 
Sorifema** 0 0 0 696 4,370 0 

Total State Ent. 107,1:6 112.014 89,934 74.:,33 105,039 68.361
 

Private collectors* 50.172 42.989 20.090 38.975 33.971 19.228 

TOTAL 157.710 155.003 110.024 113,808 139.010 87.609 

Source: Division de Securite Alimentaire, MPARA.
 

* Including Lac Alaotra Region. 
*5 ExclLuslvelv Lac Alaotra Region. 

NB: SOMALAC. 19e7/88 - DSA fiaure of 48.555 not correct.
 
therefore used SOMALAC figure.
 

NB: Reporting by private traders incomplete and understated.
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ANNEX 2
 
Table 4
 

Paddy Collection
 

(1988/89)
 

National Tamatave % Tama.
 

Coroi 6,662 5,909 88.7% 
FLfabe .0%%0 
Poso 58 .% 
S.ama go y C) C') o. 
Sinpa 2 7. 107 16.568 71.7% 
mrama 


. , 

S. 00 . 0% 
Somacodis 1 11,914 77.7% 
Soma .ac 19,58 19.589 1 0. % 

Total Soc. Etat 68,61 57 960 7E.9%
 

Private 14. 228 4.128 21.5% 

TOTAL 87.609 58. 106 66.7% 

SLAC As , Soc. Etat 28.6% -46.7% 
SLAC -s , Total Z2.4% 7..7%
 

AdJusted for Under-reporting of Private Trade 
(4 ;:reported) 

Private 76.912 I=. 512
 

TOTAL 145.29: 70. 492 

Somalac % Total 17.5% 27.8%
 



Table I 

SOMALAC
 
Summary of Mill Capacities
 

Ambongalava 
 Amparafaravola 
 Makambahin
Schule 
 Lewis 
 Schule 
 Huckauf 
 Huckauf
 

Installed Capacity (tons/hour)

3.0
Rated Capacity 

3.0 3.0 3.0 6.0
2.5 2.5 
 1.4 1.9 
 5.0
 

Actual Performance
 
1985/86 
 5.6 
 3.0 
 4.7
1986/87 
 2.3
1987/88 4.0 n/a n/a 3.5
2.2 
 2.2 1.6 2.3
1988/89* 3.7
2.4 
 2.0 
 1.5 
 2.2 
 3.4
 

Hours Worked
 
1985/86 
 2330.1 
 2499.0
1986/87 2212.3
701.4 
 485.3 n/a n/a 
 345.0
1987/88 
 1456.9 
 868.3 
 1048.4 
 1466.6 
 2466.0
1988/89* 
 1381.4 
 865.0 
 775.7 
 1168.4 
 697.7
 

Equiv. 20-hr Days

1985/86 
 ave. 58.3 
 ave. 62.5
1986/87 35.1 n/a n/a 

110.6
 

1987/88 
24.3 17.3

43.4 


1988/89* 
72.8 52.4 73.3 123.3
69.1 
 43.3 
 38.8 
 58.4 
 34.9
 

Total installed capacity: 18.0 tons per hour
 
Total rated capacity: 13.3 tons per hour
 

* Through October, 1988.
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Table 3 
Page I 

SOMALAC
 
Sumnary of Killing Yields
 

(As % Of Paddy in Specified Grade Rice)
 

I. RUO (Ordinary Rice) 1985/86 1986/87 1987/88 1988/89
 

Ambonqalava - Schule 
 71.53 68.26 69.01 

- Lewis (ave. 71.43) 70.74 68.32 68.47 

- Yanmar 
69.38
 

Amparafaravola 
- Schule 
 68.84 68.82
(ave. 70.79)
 
- Huckauf ( 
 68.16 69.23
 

Manakambahiny - Huckauf 
 70.95 68.67 
 68.38 68.06
 

2. RT (Table Rice)
 

Ambongalava - Schule 
 " " 
 32.24 
 33.70 
Amparafaravola - Schule  . 37.24 33.24
 

- Huckauf 
 - 34.43
 

RUO is poorly milled, with high bran content, some dust and small grain
particles, and up to 50% broken.

RT has only traces of bran and brokans of about 10%
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SOMALAC
 
Yield on Millinq Operations 1986/87
 

Ambongalava eTns. Paddy
- Schule Tns. Yield Tns Yield ET/a % Yield 

RL 
RT 
RUO 

Sub-Total 

55.7 
519.3 
1144.2 
1719.2 

22.9 
288.9 
818.5 
1130.3 

14.2 
61.i 

0 
75.8 

66.61% 
67.49% 
71.53% 
70.15% 

Ambonqalava - Lewis 
RUO 1097.7 776.5 0 70.74% 

Manakambahiny - Huckauf 
RUO 1502.2 1031.6 0 68.67% 

Total 4319.1 2938.4 75.8 69.79% 

Of which - RL 55.7 22.9 14.2 66.61% 
- RT 
- RUO 

519.3 
3744.1 

288.9 
2626.6 

61.6 
0 

67.49% 
70.15% 

/a See 88/89. 
lb See 88/89. 
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SOMALAC
 
Yield on Milling Operations 1987/88
 

Tns. Paddy Tns, ield, Tns Yield ET/a 
 % Yield /b
Ambongalava-Schule
 
RL 659.8 
 75.1 
 321.6 
 60.12%
RT 335.3 
 108.1 
 105.8 
 63.79%
RUO 2137.6 
 1459.1 
 0.0
Sub-total 68.26%
3132.7 
 1642.3 
 427.4 
 66.07%
 

Ambongalava-Lewis

RUO 1927.5 1316.8 
 0.0 68.32%
 

Amparafaravola-Schule
 
RT 660.3 
 245.9 
 163.6 
 62.02%

RUO 1053.0 
 724.9 
 0.0 68.84%
Sub-Total 
 1713.3 
 970.8 
 163.6 
 66.21%
 

Amparafaravola-Huckauff
 
RUO 3396.0 2314.8 
 0.0 68.16%
 

Manakambahiny-Huckauf f 
RUO 9124.3 
 6239.6 
 0.0 68.38%
 

Total 
 19293.8 
 12484.3 
 591.0 
 67.77%
 

Of which 
- RUO 17638.4 12055.2 
 0.0 68.35%
 - RT 
 995.6 
 354.0 
 269.4 
 62.62%
- RL 659.8 
 75.1 
 321.6 
 60.12%
 

/a See 88/89. 

/b See 88/89. 
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SOMALAC
 
Yield on Milling Operations 1988/89
 

Tns. Paddy Tns. Yield
Ambongalave-Schule Tns Yield ETa % Yield /b
 

RT 911.4 307.2 
 275.4 63.92%

RUO 3746.0 2585.1 
 0 69.01%
Sub-Total 4657.4 
 2892.3 275.4 
 68.01%
 

Ambanqalava-Lewis
 
RUO 2476.8 1696.3 
 0 68.49%
 

Ambonqalava-Yanmar
 
RUO 26.4 18.3 
 0
 

Ambanqa-Total 
 7160.6 4606.9 
 275.4 68.18%
 

Amparafaravola-Schule
 
RT 699.9 247.3 191.5 
 62.69%


RUO 1177.3 810.3 
 0 68.83%
Sub-Total 1877.2 
 1057.6 
 191.5 56.34%
 

Amparafaravola-Huckauf
 
RT 94.5 39.0 20.8 
 63.28%


RUO 3803.5 2633.3 0 69.23%
Sub-Total 3898.0 2672.3 
 20.8 68.56%
 

Ampara-Total 5775.2 
 3729.9 212.3 
 68.26%
 

Hanakambahiny-Huckauf
 
RUO 5257.3 3578.1 0 68.06%
 

Total 
 18193.1 11914.9 
 65.49%
 

Ot which - RUO 
 16487.3 11321.4 
 0 68.67% 
- IT 1705.8 593.5 
 487.7 
 63.38%
 

/a Broken, screened after milling higher grades. 
b Yield for RT includes ET. 
Actual RT yield in 1988/89 was 34.8%.
 



ANEX 3
 
Table 4 

Mils~aatr~in tk ~Alactra Emia 

(InstaLU) (Rted) 

MwmhJbahiny 
- MWcmuf (1953)Ai~aa16,000 
- Sch0e (1972) 

- Leuis (1951)
Aqarafaravola 

- Sd e (1956) 
- !t.kJwuf (1963) 

Total H 

6.0 

3.0 

3.0 

3.0 
3.5 

5.0 

2.5 

2.5 

1.4 
1.9 

15,000 
7,500 

7,500 

4,200 
5,700 
39.900 

20,000 

7,000 

43.000 

700 

300 

200 

1.200 

100 

150 

100 

350 

CRI40,000 

Sdmie (1951) 5.0 

- Scl (1970) 2.0 
- Sc mle (1970) 2.0 

4.5 

1.6 
1.6 

13,500 

4,800 
(dcc) 

500 -

- BkXiauf (1968) 3.5 2.0 6,000 
6,000 600 300 

SQRIFD 
- Sc ule (1959) 
- Lafan (1950) 

3.0 
1.0 

1.9 
0.3 

5,700 
900 

10,000 4,000 1,000 

SiPA 
- Sdtnle (1973) 
- SdCUle (1954) 

5.0 
2.5 

3.0 
2.3 

9,000 
6,900 

16,000 700 250 

Ramahadry 
- KO~tbr (1960) 3.0 2.6 7,800 

7,000 600 400 

Ravnj iarivlo 
- Taimet (1965) 2.0 1.2 3,600 

3,000 500 200 

RauloaliJao 
- SCdu (1930) 
- Sduie (1969) 

2.5 
2.1 

2.3 
1.9 

6,900 
5,700 

7,700 1,000 550 

Total Other Mills 70.800 89.700 7.900 2.700 

Totaml. af-,hm 110700 _ 132.700 9.100 3.05L 

Soiu : NIC, qtp, rated mcity par year.

* Rt capcity pr year is bamed an qpairg 75% of stardard seaso 
at rated houly ca city. 



Comparison of EIC and
 
Other Hills
 

Paddy Milled Prod'n RUO 

1983/84
SOMALAC 

Other Mills 


1984/85
SOMALAC 

Other Mills 


1985/86
SOMALAC 

Other Mills 


1986/87
SOMALAC 

Other Mills 


Source: EIC, May,1987
 

Yield
 

26.7 
 17.6 
 65.9%
35.1 
 23.3 
 66.4%
 

36.9 
 25.8 
 69.9%
 
24 
 16.1 
 67.1%
 

35.8 
 25.5 
 71.2%
 
26.7 
 18.4 
 68.9%
 

8.1 
 5.6 
 69.1%
 
0 0 n/a
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PRIORITY INVESTMENTS TO IMPROVE RICE MILL PERFORMANCE
 

Nom bre 

4 NETTOYEURS SEPARATEURS DE CAPACITE B.TiH. 
;VEC ASFIRATION VENTILATEURS
 
CYCLONES, ECLUSES.
 

- CECORTIOUEURS A ROULEAUX CAOUTCHOUC DE 10 FOUCES AVEC '3EF-W'-TEljR_ A, 
IRCLjIT PNEUMATIOUE. 

2 TABLES DENSIMETRIQUES DE 45 CANAUX AVEC MOTEURS D'ENTRAINEMENT.
 
I SEPFAFATEUR DE BALLES AVEC TAMIS MONTE A LA FARTIE SUFFERIEUR.
 

CAFACITE 7 T,'H.
 
I. AL I. 2.T' .LEUI E'-ECL RE 1',,' 

- COMPRESEEURS. 
I. MOTE.JF ELECTRIOUE C ErITRAINEMENT T,,FARE. 
S MOTELU3 ELE'CTRIOUES D'ENTRUINEMErIj SEFARATELR CIRCUIT PNEUMATIGUE. 

4 SEPARATEURS DE r OL1SSIERE CENTRIFUGE.2 MANTEPUA DE RECHANGE OUP. FRIEUR 6CC' '
 
MOTEURS ELECTRIQUES D ENT-rAINEMENT CONE A BLACHIR DE , 

4 CeLLNDRE3 CALrE*FEUL3 TRIEUJS POUR CALIBRAGE CE ,3RAINS DE DE 
DE CAF-,'CITE - TONNE3 FADDv HEURES. 

7. rREMI3 CE RECEF'T N 'IETALLICIjlE3 MLBILES.
 
- EXTfRACTEURS DE TR:E.IfS.
 

6 ELE',ATEJFRS .< .. iO r' gEDIJCFEUR3. 
- EMOTTEUFP3 E'RATEUF A',IEC ASFIFION SUR COINDU ITE.
 

:EMiG'lUE- VRAC.
 
L 3' E--UX .3. 


ELCU[ 'EIENTS ELE:T E. 
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ANNEX 4
 

Rice Prices in 	Antananarivo (ordinary grade)
 
Retail
 

Jan Feb Mar Aor May Jun Jul Aug Sep Oct Nov Dec
 

1988--------------------------------

198 4:6 	 4Z(: 41, 42C) 42q 414 408 412 416 445 469 k19137 506 	 475 401) 7.46 297 :88 7 --327 782,.,. 

1986 ....... 418 524 5.2'1 5-7 516 

Rice Prices in Toamasina (ordinary grade) 

Retail 

1988 :7' 404 4:8 797 405 '46 748 757 66 427 457 t) 
1987 537 508 • 4-0 :89 31 365 339- 3,34 376 408 4073 440' 



MADAGASCAR RICE EXPORT PROSPECTS
 

DELUXE RrCE IN MADAGACAR
 

Until the early 1970's Madagascar produced important quantities of high
 
quality deluxe rice, primarily for export markets. Extremely strict
 
standards were set that provided price incentives to encourage homgeneity
 
and varietal purety of paddy marketed. Hirsch reports that price premia of
 
about 10: during the 1960's were cut to 5-6Z by the mid-1980's. (Standards
 
specified in decret No. 61.548 of 12 Oct. 1961 - reproduced in Hirsch, 1986
 
Annexe 3 Section D).
 

Lac Alaotra and Fifabe were the primary zones producing deluxe rice for
 
export during the 1960's, but that the importance of deluxe rice has fallen
 
from more than 60 percent of production to less than 5 Z of paddy marketed
 
in 1985. Traditional deluxe rice varieties are Ali-Combo, Vary-Lava and
 
akalioka. SOMALAC reported that only 2.7Z of the paddy collected by the
 
end of July, 1985 could meet the standards for 'deluxeM rice.
 

Price policy has played an important role in the shift in production, with
 
prices for locally milled rice set at the same level as for 1001 broken
 
imports. Also, low cost rice mills are reported to produce a lower quality
 
rice than industrial mills, leading to reduced incentives for attention to
 
quality among the latter.
 

While Madagascar has not imposed levies or taxes on rice imports, there
 
have apparently been such levies on exports (check), as well as EC variable
 
levies on imports (IRRI, World Rice Statistics).
 

WORLD RICE SITUATION AND OUTLOOK
 

The 1987/88 rice marketing year has seen major price increases resulting
 
from a poor 1987 Asian monsoon that affected both the Thai crop and import
 
requirements in other Asian countries. Current USDA estimates are for
 
higher prices to encourage production increases during 1988, leading to a
 
near record world rice crop of nearly 320 mt on a milled basis, despite a
 
smaller crop in China. For 1988/89, this is expected to reduce prices,
 
increasing demand among rice importers, especially in light of higher wheat
 
prices. Current forecasts are for rice trade to rebound to 12.4 mt, up 1.2
 
nnt from the current forecast for 1988. Demand will strengthen, but larger
 
supplies will contribute to an increasingly competitive international
 
market.
 

On a milled rice basis, world rice production and trade have about doubled
 
since 1960, if the 1987/88 crop year is ignored. 1987/88 rice production
 
fell 13.7 mt on a milled basis, leading to a 1.5 mmt reduction in forecast
 
exports. In other words, a 4.5 percent decrease in production is expected to
 
lead to a 11.8 percent decrease in exports, according to USDA forecasts. The
 
reduction in exports was initially expected to be much larger, but exports
 
and consumption have been maintained by reducing stocks to their lowest
 
level since 1976/77.
 



WORLD RICE TRADE
 

Rice trade makes up a much smaller share of total world rice production 
than does trade in wheat, the other primary foodgrain. Since 1960, the 
share of rice production traded has ranged between 3.2 percent and 4.9 
percent, with 1987/88 exports expected to account for only 3.4 percent of 
producticn on a milled basis, down from about 4 percent in '986187. In 
contrast, on average about 20 percent of world wheat production is traded. 

Rice market volatility is in part a function of the geographic 
concentration of a large portion of the production and its sensitivity to 
the Asian monsoon. 

For Madagascar, the world rice market must be examined from several
 
perspectives. As a producer and importer of long grain rice, the general
 
evolution of the world market in commodity rice is of interest. Imports have
 
been largely of the 100 percent broken variety, but local production quality
 
is such that Grade B Thai market is also of interest. As a potential
 
exporter, the specialty market for luxury grades are of interest, but the
 
market for standard long grain rice should also be evaluated along with data
 
on Malagache production costs under various farming systems.
 

An understanding of the world rice market must begin with an understanding
 
of rice itself. Most traded rice can be categorized as either Indica,
 
tropical, long grain varieties, or Japonica, temperate zone, shorter
 
grained varieties. In the United States, rice is categorized as long,
 
medium or short grain on the basis of average legth and the ratio of average 
length to width. Long grain rice typically cooks so that grains remain 
separated, while shorter grain varieties tend to stick together. 

:n addition, there are several cther types of rice: Jawonica, or bulu, rice
 
varieties are produced in some parts of Indonesia and the Philippines;
 
Glutenous rice, which forms a gelatin-like mass when cooked is a staple in
 
northeast Thailand and Laos, and produced in small quantities throughout
 
Asia; and Aromatic varieties of scented rice, such as Basmati, are produced
 
primarily in Pakistan and India, with small production in Thailand
 
(Rastegari).
 

The market for aromatic rices has been primarily the higher income countries
 
of the Middle East, Hong Kong and Singapore. However, as with other
 
specialty products, the development of a market is very different from the
 
development of exports of a general commodity, such as long grain rice. Even
 
the market for long grain rice is considerably less standardized than
 
markets for other cereal grains. Thus, in considering options for the
 
development of a strategy for Madagascar in the world rice market, options
 
that include both commodity and specialty trade should be evaluated.
 

EXPORTERS AND IMi.ORTERS 

World rice exports are dominated by a relatively limited number of
 
exporters. Thailand, The U.S. Pakistan, China and the European Community of
 
12 (EC-12) accounted for 79 percent of total rice exports in 1987. (see
 
table) On the importing side, the EC-12 and Iran were the only importers of
 
more than 1 million mt in 1987. The EC has been the single large and
 
consistent importer over time, but its imports are trending slowly downward.
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Recent zo>i.y decisions that will encourage 
long grain rice production can
 
be excected to accelerate this trend. A variety of Asian, Middle Eastern and
 
African nations are also important rice importers, with the types of rice
 
imported a function of both tastes and ability to pay or receive
 
concessional terms. (see tables 
on importers and U.S. concessional
 
programs, and major traders by type of' rice).
 

In the market for specialty rice, there has been significant improvement in
 
the quality of rice available to Madagascar's old export clients in Europe.

In addition, recent changes in the European Communities Common Agricultural

Policy increase incentives to produce more high quality long grain rice.
 

At the same time evolution of the food distribution system in Europe will
 
have an impact on the way that Madagascar might go about redeveloping a
 
market for specialty rice.
 

Much of the world's rice is state traded. Nonetheless, a large number of
 
brokerage houses in the U.S. Europe, Hong Kong and Singapore are also
 
involved. Siamwalla and Haykin report that margins of 
5 -10 percent are
 
not unusual in 
the rice trade, although they would be unthinkable in trade
 
in other grains. For specialty trade, higher margins can be expected.
 

While f.o.b. Bankok Board of Trade prices have traditionally been reported

in discussions of rice trade, they have not had the 
same significance as
 
central market prices for more standardized commodities do. For instance,
 
the Chicago Board of Trade futures for corn, wheat and soybeans. This is in
 
part due to the fact that rice grades are less standardized than other
 
cereals grades, putting new exporters or sporadic exporters at a
 
c.-sadvantage when the trade offers 
a severe price discount to offset quality

uncertainty. On the other hand, exporters with a reputation for high quality
 
are 
able to command import premia for their rice on world markets. For
 
example, high quality long grain exports 
from the U.S. have commanded a
 
premium on the European market of $30 per ton to as much as $200 per ton
 
over :he last several years.
 

Madagascar was a net rice exporter until 1970, with exports of 69,000 mt 
in
 
1967 and began relatively important imports in 1972. While a small leqel of
 
exports continued through the 1970's, imports grew rapidly, reaching a peak
 
of 366,000 mt in 1982.
 

Some observers have indicated that reducing domestic assembly and
 
transformation costs are the key to developing Malagache rice exports.
 
Cross country comparisons of margins and prices are complicated by the
 
importance of government intervention in the agriculture of many important

rice traders. Nonetheless, some comparisons can be useful. Rassas,
 
Rabenarivo and Meserve report that the farmer's share of retail prices in
 
Madagascar on a milled equivalent basis have fluctuated between 40 percent

in 1984 and 65 percent in 1988. While not strictly comparable, data for long
grain rice in the U.S. indicated that the farm share of the fob mill price,
bagged ranged from 50 - 75 percent during 1984-86. As the Madagascar data 
are based on observations slightly further along the marketing channel, a
 
smaller share would be expected. Observations of the farmer share of the
 
export price in Thailand over 1970-8Z show that farmers gained a gradually
 
increasing share of the final price (see figure). During this period,
 



Thailand is reported to have made major progress in marketing system
 

improvements. The data imply that some of the benefits reached the farmers.
 

CONCLUSIONS
 

Whether Madagascar can compete in world markets for standard grades of iong
 
grain ric2 over the medium to longer term will be a functivn of quality and
 
price. This brief overview does not permit a detailed analysis of the costs
 
and potential of efficiency gains to make Madagascar competitive. Several
 
conclusions can be drawn, however:
 

o Production and competition in world rice markets have increased
 
markedly since Madagascar was a rice exporter. It will not be possible to
 
simply pick up where exports started to disappear. Costs and quality, as
 
well as ability to assure supplies will be critical regardless of whether
 
the standard commodity or specialty market is pursued.
 

o If the European market is to be targeted, recent policy developments to
 
encourage long grain rice production, as well as developments in Thailan and
 
the United States must be considered. Detailed production, processing and
 
transportation cost data will be required for further analysis of
 
competitiveness.
 

o For rice as a commodity, markets that are closer to Madagascar than
 
Europe should be explored.
 

o For specialty rice, developments in European food distribution systems
 
over the last decade will have important implications for the way that
 
specialty rice could be sold. For example, the French food distribution
 
system has seen important concentration in ownership, and the developments
 
of chains capable of purch;sing large quantities, but requiring assured
 
supplies and atention to packaging, and quality, as well as price.
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Madagascar Rice
 
Production, Imports and Exports
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Madagascar Rice 
Imports and Exports
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Thai' Rice Prices
 
Farm, Wholesale, Retail and Export
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Commercial Rice Export/ Import Prices 
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Thai Rice Prices
 
Ratio of Export to Farm Price
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EIC
 
Operating Statements
 

1983 - 1988 
(FMG million) 

1983 1984 1985 1986* 1987 1988 1989** 

Initial stock 3000.1 4972.7 1720.1 1720.1 556.6 3876.1 754.8 
less depreciation -83.7 0.0 0.0 0.0 0.0 0.0 0 

Purchases 5294.0 5461.6 7011.1 7057.7 6567.8 2758.7 3304.6 
Personnel 156.8 248.8 260.6 355.0 343.6 474.0 356.8 
Duties & taxes 0.0 0.8 1.0 1.6 40.8 1.5 29.8 
External services 284.0 684.7 574.4 776.0 418.0 211.3 431.5 
Transport 341.6 1158.5 513.9 536.7 72.1 234.4 0 
Other Gen. & Admin. 14.6 17.3 22.4 27.3 47.2 38.9 n/a 
Finance charges 928.6 1006.8 464.3 494.6 829.5 1138.7 n/a 
Depreciation 16.4 31.0 40.4 96.1 236.8 249.4 n/a 
Bad debt provision 78.6 5.0 123.9 302.3 0.0 109.4 n/a 
SOMAILAC fee 154.3 95.8 0.0 228.2 0.0 n/a n/a 

Total 10185.3 13683.0 10732.1 11595.6 9112.4 9092.4 4877.5 

Ending stock 5095.7 1720.1 2205.8 556.6 3876.1 754.8 312.7 
less depreciation -123.0 0.0 0.0 0.0 0.0 0.0 0 

sales 5057.1 11660.1 9255.7 11430.8 1627.2 9409.6 4610.6 
Other sales & services 10.1 518.5 28.1 59.5 32.4 6.9 5.5 
Interest & dividends 2.0 15.0 3.1 5.4 6.0 10.0 0.1 

Total 10041.9 13913.7 11492.7 12052.3 5541.7 10181.3 4928.9 

NET BEZFIT -143.4 230.7 760.6 456.7 -3570.7 1088.9 51.4 

Scurce: 1983-85 taken from Table 18, RIP mid-term report 
of MPARA, Direction de la Gestion et du Personnel;
 
1986 -88 taken from EIC report, May, 1988
 

* 1985 plus Jan. - Apr. 1986 
** 11/30/88 plus projections to 4/30/89 



OEI 6 
EIC Table 2 

INCONE STATEMENTS 

1964/85 19115/6 196/7 1997/il 
.......... (FM6 Million)-------

Sales ?,255.7 11,430.8 1,627.2 9,409.6 

Cost of sales: 
Purchases 
Beq. invent. 
End invent. 

7,011.1 
1,720.L 

(2,205.8) 

7,057.7 6,567.8 
1,720.1 556.6 
(55h.6) (3,176.1) 

2,756.7 
3,876.1 

(754.6) 

6,525.4 8,221.2 3,248.3 5,980.0 

Gross Profit 2,730.3 3,209.6 (1,621.1) 3,529.6 

Operating Expenses: 
Personnel 
Ext. services 
Transport 
Depreciation 
Bad debt provision 

260.6 
574.4 
513.9 
40.4 
123.9 

355.0 
776.0 
536.7 
96.1 
302.3 

343.6 
418.0 
72.1 
236.8 
0.0 

474.0 
211.3 
234.4 
249.4 
109.4 

Subtotal 1,513.2 2,046.1 1,070.5 L,278.5 

Inc/(Iossi from ooer. 
Int. i div. Lncoe 
Other revenues 6 grains 

1,217.1 
3.1 

20.1 

1,143.5 
5.4 

59.5 

(2,691.6) 
6.0 

31.4 

2,251.1 
10.0 
6.9 

Subtotal 1,248.3 1,208.4 (2,653.2) 2,268.0 

Other Expenses: 
Duties and taxes 
Other GIA 
Finance charges 
Somalac fee 

1.0 
22.4 

464.3 
0.0 

1.6 
27.3 
494.6 
228.2 

40.8 
47.2 
829.5 
0.0 

1.5 
38.9 

J.3i.7 
0.0 

Subtotal 407.7 751.7 917.5 1,179.1 

NET [INONE/(LOSS) 760.6 456.7 (3,570.7) 1,098.9 

-- - - - - - - -.--- --. -- .- - -. . . 



1985- 1988(FMG million)
 

ASSETS 

4/30/86 4/30/87 4/30/88 U4/30/86 

' -QU ITY 

4/30/87 4/30/88 

Establishment 0.0 0.0 0.0 Shares 0.0 0.0 0.0 
Fixed (Subsidized) 

Buildings 

Equip/Materials
Transport Equip 
Office Equip.
Other 

0.0 

35.0 
12.4 

0.0 
O.0 

0.0 
101.7 
31.5 

0.0 
0.0 

0.0 
96.1 
16.9 

0.0 
0.0 

Grants 
Retained Earnings 
Total Capital 

SUBVENTIONS 
Stock 

1050.7 
94.7 

1145.4 

179.7 

1111.7 
1902.7 
3014. 

297.7 

1117.9 
-1612.7 

-
-494.8 

297.7 
Sub-TotalFixed (Own Funds) 47.4 133.2 113.0 Fixed Assets

Written off 
25.9 

-99.9 
73.2 

-181.3 
82.6 

-222.5 

Land 
Buildings 
Equip/Materials 
Transport Equip
office Equip. 

Nousing/Furn 
Other 
Const. in Prog. 

11.8 
10.1 
70.1 
60.7 
7.6 

0.9 
0.0 
0.0 

11.8 
19.2 

117.0 
560.4 

5.7 

4.5 
0.0 
0.6 

11.8 
17.5 

130.1 
397.4 

3.kY 

3.3.3 
0.0 
0.9 

Net Subsidies 
LONGTERM LIABILITIES 

OWED To SLAC/DIVINS 

SHORTTERN LIABILITIES 
Suppliers 

105.7 
0.0 

-1248.8 

62.2 

189.6 

0.0 
-1461.3 

57.5 

157.8 

2000.0 
-1802.6 

40.4 
Sub-Total 

Total Fixed Assets 

161.2 

208.6 

719.2 

852.4 

564.9 

677.9 

Customers 
SLAC Personnel 

Government 

33.4 
1.3 

330.9 

3.0 
1.4 

318.2 

0.0 
0.0 

244.9 
Social Security 0.0 0.2 0.7 

Current Assets 
Paddy 
Products 
Pack. Mat'ls 
Spares 

Fuel 
Other Supplies 

53.6 
0.2 

296.2 
194.8 

11.7 
.0 

2592.2 
644.4 
311.5 
292.1 

17.6 
18.3 

O.0 
60.4 

184.7 
334.2 

25.3 
5.3 

Other 
AN 

Other Banks 
Transfers 
Total Short-Term 

CURRENT OPG RESULTS 

102.6 
6.5 
0.0 
0.3 

537.2 

1579.8 

750.9 
5954.4 

61.1 
0.0 

7146.7 

-3656.7 

458.8 
1000.0 
498.0 

1.6 
2244.4 

905.4 
Sub-Total 556.5 3876.1 609.9 TOTAL CAPITAL & LIAB 2483.1 12289.2 245.0 

Accounts Rec. 
-Suppliers 28.5 19.2 35.2 
-Clients (rag) 
- a (Doubtful)
-Provisions 
-SIAC Persl 
-Other (rag) 
- 0 (Doubtful) 
-Other Proyvns 

152.7 
271.6 

-267.5 
1.9 

64.8 
229.0 
-229.0 

185.3 
278.3 

-274.9 
5.3 

211.8 
229.6 

-229.6 

324.4 
392.4 

-392.4 
13.8 

282.2 
330.0 

-316.8 

TOTAL CAPITAL & LIAB 

TOTAL ASSETS 
Discrepancy 

2119.3 

2156.9 
-37.6 

Discrepancies 
5232.7 

5232.7 
0.0 

3009.9 
3009.2 
3008.4 

1.5 

Sub-Total 252.0 425.0 668.8 

Cash & Bank 1139.8 79.2 1051.8 

Total Current 1943.3 4380.3 2330.5 

TOTAL ASSETS 2156.9 5232.7 3008.4 



------------------------------------------------------

------------------------------------------------------

Table 

EIC - Schedule of Gross Fixed Assets
 

1985 1986 1987 198
 

----- ----,(FMG Million)--- - - 
,MGilon------------

Subven tionnes"
 

Mat. and Outil. 47.3 108.3 114.5
 
Mat. Transp. 25.9 77.2 82.0
 

Total 0.0C) 73.2 181.5 196.5
 

Increase 1()8.3 15.0
 

Fonds Propres" 0.• 0 536.8 1,294.1 1.,67.6
 

Increase 0.0 0.0 757.3 73.5
 

EIC - Schedule of Acc. Dep't. & Dep'n. Exp.
 

1985 1986 1987 1988
 
------ --(FMG Million) --- - - 

(FGMlin------------


Subventionnes"
 

Acc. Dep. Mat. and Outil. 0.0 8.6 6.6 18.4 
Acc. Dep. Mat. Transp. 0.0 13.5 41.7 65.1 

Total 0.0 22.1 48.3 83.5 

Dep. E-:p. 0.0 0.0 26.2 35.2
 

Fonds Propres"
 

Total Acc. Dept. 0.0 375.8 588.2 803.5
 

Dep. Exp. 0.0 0.0 212.4 215.3
 

Total Dep. Exp. 0.0 0.0 238.6 250.5
 



----------
------------------------------------------------------------------------

------------------------------------------------------

ANNEX 6
 

Table 5
 

EIC 	- Subvention d'Equipement - Stock (1
 

1965 1986 1987 1988 
(FMG Million)---------

Beginning balance 0.0 179.7 92.8 159.1 

Increase 0.0 .0 204.9 178.6 

Decrease 0.0 86.9 17S.6 156.4 

Closing balance 0.0 92.8 159.1 141.3 

EIC 	- Subvention d'Equipement - Immobilizations (1)
 

1985 1966 1987 1966
 

------ -- (FMG Million) - - - - 
(FGMlin-------------

Beginning balance ';..025.9 12.4 70.6 

Increase 0. 0. 0 60.6 51.4 

Decrease 0.0 1:.5 42.6 66.1 

Closing balance 0.0 12.4 3,'0.6 15.9 

Total Closing (stock & immob.) 0.0 105.2 189.7 157.2 

1985 statements not available.
 

1/ 	 Calculated based on the ending balance indicated
 
in the balance sheet.
 



------------------------------------------------------

-------------------------------------------------------------

-----------------------------------------------------------------------------

* Mf~f4 A 6 
Table 6
 

EIC 	- Fonds de Dotation
 

1985 1986 1987 1988
 
------ --(FMG Million)--- - - 

(FGMlin------------


Beginning balance 	 0.0 1,050.7 19050.7 1,111.7
 

Increase 0.0 0.0 61.o 6.2 (1)
 

Decrease 0.0 0.0 .0 0.0 (1)
 

Closing balance 0.0 1,050.7 l.111.7 1,117.9
 

1985 statements not available.
 

I/ 	Calculated based on the ending balance indicated
 
in the balance sheet.
 


