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EXECUTIVE SUMMARY 

Introduction and Background 

Kasungu Flue Cured Tobacco Authonty (KFCTA) was made a parastatal orgaruzatIOn on 1 st 
November, 1978, under the SpecIal Crops Act (Cap 65 01 of the Laws of MalaWI) Its ongmal 
mISSIon was to 

"Tram and produce flue-cured tobacco farmers who WIll have the 
abIlIty and skIll to grow and manage flue-cured tobacco and ItS allIed 
servIces on commercIal basIs" 

KFCT A IS an organIzatIOn at cross-roads The current operatIonal, fmanclal and human 
resource challenges need to be addressed ImmedIately to ensure a healthy and sustamable future 

The Government's ImtIatlve to mstItute thIS study accords It an OpportunIty to reVIew and 
re-engmeer the corporatIOn, and ensure that whatever form the corporatIOn takes 1S to the benefit of 
the Government and the people of Malaw1 as a whole 

ObjectIVes of the Study 

The obJect1ves of the study were grouped under three mam areas 

• 

• 

• 

to define an alternat1ve form, or a new V1SIOn for KFCTA that would reduce and/or end 
any financIal and admmlstratIVe relatIOnsh1p w1th the government, 

to reV1ew the ongmal m1SSIOn statement and objectIves and redefine them commensurate 
WIth the proposed new orgamzatIOn, and 

to IdentIfy or map out steps or an actIOn plan to transform KFCT A mto a new 
organ1zatIOn 

General Fmdmgs 

After detaIled mterv1ews w1th varIOUS stake holders and exhaustIve data gathenng, and 
analys1s, It was found out that KFCTA cannot sustamably contmue to operate or functIOn as 1S 
currently the case The CorporatIOn faces senous problems rangmg from under-capItahzatIOn to 
unshared VISIon and dIrectIOn between the management and staff and farmers Its mam mandate of 
trammg farmers m the flue-cured tobacco grOWIng and management IS unWIttmgly subordmated by 
other non mcome generatmg actIVItIes The relatIOnsh1p between the farmers and management IS 
stramed to a level where operatIOnal effiCIency and effectIveness 1S comprom1sed Its core success 
factor, land, 1S threatened by encroachment 



WIth proper restructunng, KFCTA has the potentIal to become a sIgmficant player m the 
tobacco mdustry, m partIcular, and the MalaWI economy m general 

Proposed Scenarios 

Three scenarIOS have been proposed for the restructunng of KFCT A 

ScenarIO One - Restructure KFCTA under an amended MISSIOn 

Under thIS scenarIO, the KFCTA mISSIOn IS amended to take cogmzance of the varymg 
functIOns currently undertaken by KFCTA such as the Income Generatmg ActIVItIes (IGAs) A new 
organIsatIOnal and financIal structtI!e IS proposed to tIe WIth the new mISSIOn 

ScenariO Two - Transform KFCT A mto a Co-operatIve SOCIety 

ThIs scenano IS proposed m hne With the government's ObjectIve of poverty alleVIatIOn and 
econOmIC empowerment of the local MalaWIans Under thIS scenarIO, a Co-operatIve SOCIety WIll 
be formed under the proVISIOns of the Co-operatIves SOCIety Act Cap 47 02 of the Laws of MalaWi 
Members of the Co-operatIve Will be the farmers occupymg the demarcated pIeces of land currently 
allocated to KFCT A 

ScenarIO Three - PrivatIZe KFCT A 

a) 

b) 

c) 

Under thIS scenano, three further optIOns are proposed 

OptIOn I InVIte a techmcal partner to take over the maJonty shareholdmg 
and mJect capItal mto the corporatIOn Government would retam a 
mmonty shareholdmg and dIspose the shares after 5 years 

OptIOn II Sell 100 percent of the corporatIOn as a gomg concern 

OptIOn III Sell all assets of the corporatIOn to varIOUS bIdders, dIstnbute the 
land to the publIc and WInd up the CorporatIOn 
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RecommendatIOn 

The consultant beheves KFCT A IS an orga!llzatIOn whICh was founded for a good 
developmental purpose and that mISSIOn remams unfulfilled up to today KFCT A has grown mto 
a complex multI-functIOnal organIzatIOn, that reqUIres technIcal expertIse If It IS to meanmgfully 
contrIbute to the development of thIS country For thIS reason, It IS recommended that ScenarIo 
Three OptIOn I be adopted, that IS, InVIte a technIcal partner to acqUIre up to 60 percent of the shares 
of KFCT A, and Government retams 40 percent of the shares for 5 years before dlsposmg them to 
the publIc 

To revItalIze KFCTA mto a commercIally vIable busmess entIty, and to enhance ItS current 
and future busmess competItIveness and profitabIlIty, the technIcal partner needs to engage a top 
management team With the reqUISIte prIvate sector experIence and busmess management expertIse 
We belIeve that the General Manager should not only be a technIcal person, but should also possess 
marketmg skills and good busmess management acumen With the abIlIty to explore and expand mto 
other areas of bus mess other than tobacco but m an organIzed manner 

In order to proVIde for an effectIve human resources management support to the core process 
of KFCT A, and hence to effectIvely contrIbute to the development and achIevement of the goals 
and ObjectIves of the organIzatIOn, It IS ImperatIVe that the eXlstmg personnel polICIes, procedures 
and practIces be changed and/or enhanced The key polIcy areas that reqUIre urgent attentIon mclude 
the follOWing 

• 
• 
• 
• 
• 

RecrUItment and selectIOn of staff, 
Staff deployment and mductIOn, 
Performance management and measurement, 
Job gradmg and compensatIOn, and 
Trammg and staff development 

1U 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

1 0 INTRODUCTION 

11 Background 

The consultant was assIgned by the M1ll1stry of Statutory CorporatIOns to undertake the study 
of the KFCT A as part of the ongomg efforts to re-orgarnze the act1VItIes of statutory orgarnzatIOns 
WIth the VIew of makmg them more financIally sustamable and less dependent on Government 
support 

KFCT A IS a Statutory CorporatIOn whICh was establIshed m 1968 by the Kasungu Flue
Cured Tobacco Authonty Order, Issued under SectIOn 4 of the SpeCIal Crops Act, Cap 6501 of the 
Laws of Mal aWl The mam objectIve ofKFCTA was to promote and foster the development offlue
cured tobacco m the Kasungu regIOn PreVIOusly, the Authonty was a project under the 
Commonwealth Development CorporatIOn (CDC) that grew flue cured tobacco on a commerCial 
basIS m the Kasungu area smce 1951 After mdependence m 1964, the project was handed over to 
the Government of MalaWl but CDC was asked to stay on by the Government to asSISt m the runnmg 
of the scheme and to tram smallholders how to grow flue cured tobacco, untIl 1968 when the order 
was Issued to create the Tobacco Growers' Scheme whIch later on became KFCTA 

KFCTA IS SItuated south of Kasungu and covers an area of 56,61 0 hectares of whIch 12,700 
IS developed, and 10,488 hectares of forestry plantatIOn Lately due to land demand pressures, the 
Mmistry of Lands and ValuatIOn has appropnates 26,610 hectares from the Authonty to be 
dIstnbuted to the pubhc 

The pnncipal mandate of KFCTA IS to tram farmers m the skill of growmg flue cured 
tobacco The SpeCIal Crops Act specIfically states that the functIOns of the Authonty are to prepare 
and carry out schemes for flue cured tobacco development eIther dIrectly or through Managmg 
Agents mcludmg 

(a) the establIshment oftrammg farms, 

(b) the prOVlSlon of the servICes on hue of a central agncultural machmery and transport 
pool, 

(c) the prOVISIon of a central buymg and sellmg organIzatIOn for the growers, 

(d) the prOVISIOn of a central accountmg servIce for the growers, 

(e) the development of new farms for growers, 

(t) the proVISIon of an estate management servIce, 
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(g) the prOVlSlon of wood for fuel to growers, and 

(h) the prov1sIOn of such other serv1ces as shall be conduc1ve to the development of flue
cured tobacco growmg 

From the foregomg, 1t 1S apparent that the core function of the Authonty 1S to tram farmers 
m flue cured tobacco growmg, and prOV1SIOn of support serv1ces to the tramees The tramees are 
selected from applIcants from all-over the country and WIth baSIC academIc qualIficatIOns The 
trammg takes 8 years, after whIch the farmer IS on hIS own Some farmers have found theIr way to 
other settlement schemes such as the North-West MZlmba Flue-Cured Tobacco (Kabwafu) Project 

Durmg the trammg, the tramees are prov1ded w1th mputs and other serv1ces by the 
orgaruzatIOn the cost of wmch 1S deducted from the revenue realIsed from the sale of the flue-cured 
tobacco on the auctIOn floor The farmers retam all the profits from the sale 

As wIll be d1scussed below, the current act1v1t1es of the Authonty are more d1verse than those 
lIsted above, mc1udmg varIOUS mcome generatmg act1v1tIes, wh1ch have had a s1gmficant POSItIve 
effect on the KFCTA bottom-Ime, but also on the efficIency and effectIveness of the servIces 
proVIded by the Authonty 

1 2 Study ObjectIves 

The mam ObjectIves of the study as presented by MoSC were as follows 

1 to define an alternative form, or a new VISIOn, of KFCT A that would reduce and/or end 
any finanCIal and admm1strat1ve relatIOnshIp With the Government, 

2 to reVIew the ongmal mISSIOn statement and ObjectIves and redefine them commensurate 
With the proposed new organIzatIOn, and 

3 to 1dentIfy or map out steps or an actIOn plan to transform KFCT A mto a new 
organIzatIOn 

The emphaSIS of the obJect1ves was to restructure KFCTA to fit ItS emergmg role not only 
as a trammg organIzatIOn, but also as a finanCIally VIable multi-servIce delIvenng organIzatIOn 
Dunng the dIscussIOns WIth offiCials of MoSC, It was also mdicated that the pOSSIbIlIty of 
pnvatizatIOn of the Authonty be explored and the best optIOn recommended to the Mmistry ThIS 
IS m lIne WIth the pnvatizatIOn polIcy currently bemg pursued by the Government 
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In addItion, the followmg were areas the consultant was specIfically reqUIred to carry out 

• Detennme the fonn the Authonty should be transfonned mto m order to make It more 
or completely finanCIally and admmistratIvely self sustammg A mimmum of three 
optIOns should be mvestIgated and the best pOSSIble one recommended, 

• ReVIew the ongmal mISSIOn statement and obJectIves, and redefme them to SUIt the 
proposed new orgamzatIOn, 

• Assess whether the eXIstmg organIzatIOnal structure and human resources would be 
SUItable for the new orgamzatIOn, proposmg If need be any changes If retrenchment IS 
envIsaged, propose a SUItable compensatIOn package, 

• Propose an appropnate management system to run the new orgamzatIOn, 

• Assess the Authonty's current finanCIal status and propose a proper fmancial structure 
for the new orgamzatIOn, and 

• Develop steps or an actIOn plan for transfonnmg KFCT A mto the proposed new 
organIzatIOn ThIs should clearly outlme what actIOns are to be taken, when they are to 
be taken, and by whom 

1 3 Approach and Methodology 

In fulfillmg the study obJectives, the consultant held exhaustIve dIscussIOns With varIOUS 
stakeholders and other relevant partIes SpeCIfically, dIScussIons were held With the management 
and staff at KFCT A Headquarters, staff and growers representatIves, offiCIals at the MoSC, and 
MoALD 

In addItIOn, the consultant revIewed varIOUS study reports on KFCT A, the audIted finanCIal 
statements, management accounts, personnel records and organIzatIOnal structure charts VISItS 
were also made to all the growers trammg farms and the other IGA SItes 

In the analYSIS stage the consultant drew on the expenences of a tobacco expert to prOVIde 
the techmcal mput m the project 
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1 4 Government Polley 

1 4 1 Parastatal Sector 

In general, Government polIcy IS to mirnmise the financIal dependence of the parastatal 
orgarnzatIOns on the Government ThIs IS one of the strategIes adopted m the overall donor 
supported structural adjustment programmes In pursUIt of thIS polIcy, the Government IS actIvely 
pnvatlsmg parastatal orgamzatlOns, especially those that can be ably owned and managed by the 
pnvate sector, whIlst retammg the strategIc ones such as ESCOM, and the Water Boards 

For the parastatals that are not gomg to be pnvatized, the Government wIll seek to restructure 
them, to ensure that they have the nght structure, are managed effiCIently and effectIvely, and are 
fulfillmg then mandate m an optimum manner 

It IS envIsaged that thIS polIcy wIll be mamtamed m the long run 

1 4 2 Crop AuthoritIes 

All the crop AuthontIes, mc1udmg KFCT A, were establIshed under the SpecIal Crops Act, 
Cap 65 01 of the Laws of MalaWi The mam polIcy towards the crop authontIes IS to tram 
MalaWian farmers m the groWing of non-tradItIonal crops In so domg, the productIOn of such crops 
would be boosted and the mcomes of the farmers Improved The crops whIch were granted specIal 
status mclude tea, coffee, sugar and flue-cured tobacco The Government mvolvement m the 
authontIes mclude provlSlon of finanCial guarantees and subventIOn and board dIrectorshIp The 
crop authontIes fall under the Mmistry of Agnculture, but as Statutory CorporatIOns, ~lso~eport to 
the MoSC The drnhormes are gIven lImIted autonomy and the Government has the final say on 
budgets and the appomtment of semor management and board of dnectors 

The mam ObjectIves for grantmg the speCIal status were twofold to mcrease the productIOn 
ofthe crop, and mcrease the mcomes of the farmers growmg these crops 
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20 SITUATIONAL ANALYSIS 

2 1 IntroductIOn 

KFCTA has reached the cross roads at wInch key declSlons about Its future have to be made 
The MalaWI economIC enVIronment IS becommg more lIberalIzed WIth the Government transfemng 
resources to the pnvate sector through pnvatIzatIon of state owned corporatIOns and streamlInmg 
government expendIture 

KFCT A IS one statutory corporatIOn whIch has made some sIgmficant acInevements smce 
ItS establIshment It has tramed over 1000 farmers m the skIll of flue-cured tobacco grOWIng and 
processmg for the market It has also carned out several mcome generatmg actIVItIes WIth varymg 
degrees of success However the organIzatIOn has also expenenced senous mternal and external 
problems whICh have had an Impact on ItS abIlIty to effiCIently and effectIvely achIeve ItS goals 

The need to reVIew the ongmal mISSIon of KFCT A IS therefore essentIal m lIne WIth the 
developments m the economIC enVIronment and Government polIcy toward parastatals 

TIns sectIOn presents an analYSIS of the current SItuatIOn ofKFCTA and the key Issues facmg 
the organIzatIOn In tIns analYSIS, an m-depth reVIew of the structure and actIVItIes of the 
orgamzatlon are undertaken Furthermore, the performance m the last five years has been reVIewed 
WIth the emphaSIS on outputs/results 

2 2 MISSion and Objectives of KFCT A 

221 MISSion 

Accordmg to the 1996/97 to 2000/01 KFCT A Corporate Plan, the mISSIOn of KFCT A IS 

"to tram and produce flue-cured tobacco 
farmers who WIll have the abIlIty and skill to 
grow and manage flue cured tobacco and ItS 
alhed servIces on commerCIal baSIS" 

In fulfillmg thIS mandate, the corporatIOn runs a trammg farm for farmers drawn from all 
over the country 
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2 2 2 ObjectIves 

The 1996/97 corporate plan outlInes vanous long and short term objectives for KFCTA 

2 2 2 1 Long-Term Objectives 

a) Farmers 

(I) The AuthorIty wIll recruIt 90 smallholder farmers for trallllllg so as 
to graduate about 80 III each year 

(II) The tralllee farmers W111 make partial financial contrIbutlOn towards 
crop cost III theIr annual budgets 

b) Tobacco ProductIOn 

WhIle trallllllg the farmers, the tobacco YIelds wIll be lllcreased to 
maXImum potentIal levels of 2,200 kilogrammes per hectare for flue Land 
preparatlOn WIll be based on part relIance on anImal power as opposed to 
full tractor land tillage 

c) Fuel Wood Resources 

To become self suffiCIent III wood resources to support tobacco productlOn 
and for domestIc use by piantlllg more trees, and by conservmg and 
protectmg mdigenous tress 

d) Income Generatmg ActivitIes 

To reduce the AuthOrIty's total relIance on tobacco by venturIng 
aggressIvely Into diversificatlOn 

2 2 2 2 MedIUm Term ObjectIves 

a) Farmer TramlDg 

I) To successfully tram a total of 500 farmers m the five years 

II) To mtensrfy the forestry trallllllg component to the traInees III 
raiSIng seedlmgs, plantmg of trees, establIshmg woodlots and 
protectmg the plantatlOns 
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b) Tobacco ProductIon 

c) 

d) 

e) 

To Increase the YIelds from present 1,800 kg to 2,200 kg per hectare for 
flue 

MaIZe ProductIOn 

The Authonty WIll become self-sufficIent In mruze productIOn by IncreaSIng 
the YIelds from the present levels of the commercIal maIze productIOn 

Tobacco Revenue 

To Improve the gross sales revenue from K60 mIllIon In 1994/95 to KlOO 
mIllIon by the year 2001 

Fuelwood Resources 

ll) 

To Increase the present 10,488 ha of eucalyptus plantatIOns to a 
targeted 12,000 ha by 2001 

To reduce fuelwood consumptIOn for tobacco cunng from the 
present 19 CUbIC metres to 10 CUbIC metres per 1000 kg by 2001 

The long and medIum term objectives are IndIcatIve of where the board of dIrectors and 
management want the corporatIOn to go However, the consultant has put forward scenanos on the 
future ofKFCTA whIch actually InvalIdates these ObjectIves 

2 3 Performance of KFCT A 

The performance of KFCT A can be measured In three ways the number of traInees 
graduatIng every year, the productivIty of the farmers, the success of the IGAs and ultimately, the 
finanCial performance of the corporatIOn 
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2 3 1 Tramees 

Table 1 below shows the number of graduates for the past 5 years 

Table 1 Number of Tramee Farmers 

YEAR NEW TOTAL NO OF 
RECRUITED TRAINEE TRAINEE FARMERS GRADUATE FARMERS 
FARMERS 

1991192 125 1088 222 

1992/93 130 841 92 

1993/94 140 968 no graduatIOn 

1994/95 126 809 no graduatIOn 

1995/96 175 899 to be decIded 

KFCTA produced only 314 graduates m the last five years GraduatIOn for 1993/94 and 
1994/95 was canceled because the graduatmg farmers performed poorly due to weather problems. 
makmg It dIfficult for them to repay theIr debts It IS expected that thIS year 1995/96 there wIll be 
successful graduatIOn Because of thIs mdebtedness, the Board of Duectors decIded to postpone the 
graduatIOn for the last two years In general the volume of debt has reduced, however, some 
mdividual farmers' debts are on the mcrease 

There have been varIances m the productivIty of tobacco by the tramee farmers Table 2 
below shows the average YIelds produced over the last five years 

Table 2 Tobacco ProductIOn by Tramee Farmers 

Year Flue Cured Total ProductIon Avg YIeld Avg PrIce Gross Cost of 
Tobacco (Ha) (kgOOO) (Kg/Ha) Revenue ProductIOn 

(K'OOO) (K'OOO) 

1991/92 1382 2281 1650 848 19340 5629 

1992/93 1414 2119 1499 589 12484 6812 

1993/94 1442 1657 1149 1025 16987 8657 

1994/95 1472 1945 1322 2820 54851 30380 

1995196 1472 2235 1519 2900 64815 35899 
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The prodUCtiVIty of the fanners has been below expectations due to many factors, mcludmg 
late planting, late supply of mputs as well as poor weather condItIOns A lot of work wIll have to 
be done to Improve prodUCtIVIty to 2000 kg/ha target However, the productIVIty ofKFCTA and the 
average pnce IS above the natIonal average, an mdIcatIOn of supenor qUalIty Table 3 below shows 
what the natIOnal statIstIcs were dunng the same penod 

Table 3 NatIOnal Flue Cured Tobacco ProductIon 

Year Total Nahonal Prod KFCTAShare Avg NatJonal Average NatJonal 
(KgOOO) Yleld/ha Price 

1991192 25710 90% 1217 823 

1992/93 25182 84% 1356 588 

1993/94 20687 86% 1287 1266 

1994/95 19944 107% 1478 2764 

Overall, the fanners have been profitable m the last five years Below IS the table showmg the 
fanners profitabilIty by area 

Table 4 KFCTA Tramee Farmers ProfitabilIty 

(KOOO) 

Year Growers Tsenembe Mpasadzi Lmyangwe 

1991192 723 345 242 1727 

1992/93 2207 166 (963) 479 

1993/94 694 38 292 412 

1994/95 6370 943 3120 8758 

On average, the tramee fanners on one hectare fann produce the hIghest gross margms 
compared to those on two and four hectares 

EvaluatIOn of the graduates after the trrumng shows that only about 41 percent of the total 
graduates actually grow flue cured tobacco ThIS IS mostly due to the lack of funds and 
determmatIOn and commItment on the part of the fanners As a result most of them resort to 
growmg burley tobacco whIch IS less demandmg The financmg problem may be resolved as the 
Tobacco ASSOCiatIOn of MalaWI and MalaWi Rural Fmance Company are prepared to gIve farmers 
seasonal loans 
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232 Income Generatmg ActivIties 

In addItIon to productIOn of flue-cured, KFCT A also operate other mcome generatmg 
actIvItIes (IGAs) These IGAs mclude growmg flue-cured tobacco, burley tobacco, commercIal 
mruze and mruze seed, lIvestock, poultry and forestry Vegetable growmg IS also done but at a small 
scale 

In addItIon to the above, KFCT A also has communal trammg farms and the engmeenng 
department WhICh contrIbute to the IGAs The engmeenng department manufactures bmlmg Jacks, 
whIch are sold to the general publIc 

The forestry sectIOn IS also an Important contnbutor to the IGAs The sectIOn sells fuelwood, 
poles and seedlIngs to the general publIc However, With the mcrease m demand for fuel m KFCT A 
Itself, the corporatIOn has scaled down the sale of fuel wood to the pubbc 

Table 5 below show the gross proceeds of the vanous IGAs over the last five years 

Table 5 Gross Proceeds of IGAs 

KOOO 

Year Burley Flue ChIcken DaIry Vegetable! 

Tobacco Cured Tobacco 

1991/92 1177 1138 

1992193 1022 805 233 2000 

1993/94 3158 1214 1258 9 

1994/95 7526 4565 688 23 35 

1995196 8400 3190 590 7 15 

Burley tobacco and flue cured tobacco remam the major mcome earners for the Authonty 
It IS apparent that the other IGAs such as drury and vegetable are not worth the effort gIven theIr 
small contnbutIOn to the Authonty's total revenue All the flue-cured tobacco grown by the tramees 
IS sold by KFCT A 
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30 ORGANIZATIONAL STRUCTURE 

An orgamsatlOnal structure of any entity, whether profit or non-profit makmg follow the 
mISSIon objectives and strategy of the orgamsatlOn If an organisatlOn IS to realIse ItS mandate m an 
effiCIent, economIC and effectIve manner It has to penodlcally reVIew Its organisatlOnal structure 
It has to reVIew the functions and establIshment of each department and determme whether the 
eXlstmg structure satisfies the operatlOnal needs of the organisatlOn 

AppendIX I shows the current organisatlOn structure of KFCT A ThIs structure was created 
mime WIth the current mISSIon of KFCT A, that of trammg farmers It IS clear that the current 
actiVItIes ofKFCTA espeCially the IGAs, are not well proVIded for m thIs structure The ProductlOn 
Manager, who IS under the OperatlOns Manager, has the responsIbIlIty of managmg the IGAs, the 
trammg farms etc 

The OperatlOns Manager IS also responsIble for coordmatmg the non-core actIVItIes such as 
personnel and admimstratlOn, engmeermg and forestry ThIS IS ObVlOusly too much for an 
mdlvldual In our recommendatlOns, we propose a new structure to create a more dynamIC and 
responsIve orgamsatlOn For example we have suggested the creatlOn of a commercial department 
whIch wIll have the overall responslblhty of managmg all the IGAs 

KFCT A should determme the optImal organIsatIon structure reqmred for It to effiCIently tram 
flue-cured tobacco farmers and effectively grow tobacco and undertake ItS allIed commercial 
operatIons on a profitable baSIS A maJonty of KFCTA's POSItIons (66%) should be m Its core 
functlOns oftrammg, commercIal actIVIties (IGAs) and the remamder m the support functlOns 1 e 
management, finance and personnel/admmistratlOn KFCT A should adopt leaner and flatter 
organIsatIon structure as shown m AppendIX II 

3 1 ProductIOn Department 

ThIS department IS headed by the ProductlOn Manager The ProductlOn Manager reports 
dIrectly to the OperatlOns Manager The responsIbIlIties of the production department mclude 

• the daily management of the three schemes 1 e MpasadzI, Lmyangwe and 
growers scheme, 

• the daily management of the KanJoka Trammg Farms, and the Nucleus Farms, and 
• the management of mcome generatmg actiVItIes 
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3 2 Personnel and AdmlDlstratlOn Department 

ThIS department IS headed by the Personnel Officer who reports dIrectly to the OperatIOns 
Manager The functIOns of thIs department mclude 

• 
• 
• 

personnel Issues 
purchasmg and management of stores 
regIstry activIties 

3 3 Engmeermg Department 

ThIS department IS headed by an Engmeermg Manager, who reports to the OperatIOns 
Manager The mam functIOns of thIs department mclude 

• mamtenance of eqUIpment and vehIcles owned by KFCT A, and 
• supplymg of tractors to farms for land preparatIOn 

3 4 Forestry Department 

ThIS department IS headed by a Forestry Manager who reports to the OperatIOns 
Manager The mam functIOns of thIS department mclude 

• 
• 

management of the forestry reserve totalIng 
supplymg fuelwood to the farms 

3 5 Fmance and Accounts Department 

ThIS department IS headed by the FmancIaI Controller The Fmancial Controller 
reports dIrectly to the General Manager The mam functIOns of thIS department mclude 

• recordmg and reportmg all finanCIal transactIOns of the corporatIOn, 
• preparatIon of management and finanCIal accounts, 
• preparatIOn and momtonng of all farmers accounts, and 
• management of the company's finanCIal resources 
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3 6 Internal Audit Department 

ThIS department IS headed by the Internal AudItor who reports dIrectly to the General 
Manager The mam functIOns of the Department are 

• 
• 
• 
• 

Exammmg accountmg records, 
Ensunng the accuracy and vahdlty of accountmg records, 
Undertakmg specIal mvestIgatIOns where necessary, and 
ReVIew mternal controls and recommend Improvements where necessary 
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40 FINANCIAL STRUCTURE 

AppendIX II shows the balance sheet ofKFCTA for the year ended 30 September 1995 The 
balance sheet shows sIgmficant dependence of the Authonty on government for capItal for Its 
mvestments and operatIOns Although the government stopped gIvmg grants to KFCTA m 1989 It 
stIll has 100 percent shareholdmg m the Authonty m terms of fixed capItal No other mdlvldual or 
mstltutlOn owns KFCTA 

The large share of the capItal of KFCTA IS the Government Grant and the forestry 
revaluatIOn reserve The Government Grant was actually extended to KFCTA m 1989 and remams 
on the balance sheet up to now The forestry reserve IS penodICally re-valued to reflect ItS changmg 
value The asset replacement reserve was abolIshed m 1993, and thIS has greatly contnbuted to the 
mabilIty ofKFCTA to acqillre the necessary assets for Its operatlOns 

Bank overdrafts and long-term loans remam the most Important sources of finance for day 
to day operatIOns GIven the current level of mterest rates, thIS IS an expenSIve way of financmg 
operatlOns In 1994 alone, KFCTA borrowed up to K12 2 mIllIon 

In general, KFCTA has been recordmg mSlgmficant return on ItS mvestment, and m some 
years such as 1993 and 1994, negative return In 1995 It only regIstered 19 percent return on capItal 
employed ThIs IS too low for the tobacco mdustry whose average can be as much as 60% 

There IS a cntIcal need for the re-mtroductlOn of the asset replacement reserve It IS 
recommended that at least 5% of the proceeds from the sale of the growers flue-cured tobacco be 
retamed to buIld up the asset replacement reserve 

AppendIX III show the Income and ExpendIture Account for KFCTA for the past 5 years 
ended 30 September 1995 The statement shows that a sIgmficant proportlOn of mcome comes from 
charges for servIces such as central servIces, finance charges and scheme operatlOns AppendIX IV 
shows detaIls of the operatmg account for servIces proVIded by the Authonty It IS clear that m 
general, the Authonty under-recovers the costs from the farmers 

All the profits made by the Authonty after sale of farmer's tobacco at the auctlOn floors are 
dIstrIbuted among the farmers ThIS arrangement leaves nothmg for capItal mvestments and 
replacement or mamtenance of fixed assets 
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Every year the Authonty gets an overdraft from a commercIal bank to finance the purchase 
of mputs such as pestIcIdes, fertIlIzers and other operatIOnal costs ThIS IS obVIOusly an expenSIve 
way of financmg workmg capItal No capItal reserve fund eXIsts that would ordmanly be used to 
finance these reqUIrements 
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50 KEY ISSUES FACING KFCTA 

51 Management and Staff 

Currently KFCTA does not have a General Manager, followmg the death of the prevIOus 
mcumbent The OperatIOns Manager, IS currently holdmg the posItIOn The management team 
compnse of the General Manager, the OperatIOns Manager, Fmancial Controller, ProductIOn 
Manager, EngmeerIng Manager, and Internal AudItor 

Overall members of the management team show some understandmg of the SItuatIOn KFCTA 
IS m However, It IS felt that there IS a need for mdivIduals WIth advanced management and techrucal 
skIlls to fill the key pOSItIons The actIVItIes undertaken by the authonty are complex and demand 
the seruor management team to be aggressIve and gIve dIrectIon to the subordmates and other staff 

The management systems employed at KFCT A are baSIC for such a complex orgarusatIOn 
WIth such a dIverse range of actIVItIes The management mformatIOn systems IS m place but does 
not work effiCIently ThIS IS shown by the tIme taken to retneve baSIC mformatlOn such as 
performance of farmers over a chosen penod, or the mventory data 

In addItIon Management meetmgs for communIcatIOn purposes are not regularly held to 
dISCUSS performance agamst the budget, or any other cntIcalIssues as they develop 

Dunng dISCUSSIons WIth some key staff, It was revealed that the mternal control systems 
although m place, sometImes are not comphed WIth, such as procurement processes, operatIOns, 
lOgIStICS etc As such there have been cases of late arrIval of mputs such as fertIlIzers 

A reVIew of varIOUS mternal and external audIt reports mdIcate serIOUS abuse of power by 
members of the management team, espeCIally the preVIOUS General Manager and the FmancIaI 
Manager, such as loans/advances, Irregular claIms on expenses etc 

In the past, the management has used management commIttees to deal WIth varIOUS Issues 
Currently there IS an ExecutIve Management CommIttee which meets once every month or when an 
urgent Issue has arIsen A new task force has Just been elected and a Jomt ConsultatIve CommIttee 
WIll be re-mstItuted soon 

Another Issue concernmg management IS the slow response to requests from the field staff 
Dunng mterviews It was noted that the top management take a long time to respond to problems 
faced by farm managers, espeCially supply of mputs or requests for transport to move tobacco 
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Efforts have been made In the past to Improve the performance of management through 
varIOUS management courses The qualIty of the latest corporate plan IS an IndIcatIOn that the 
management has a clear sense of dIrectIOn about the future of KFCTA However the ObjectIves of 
the plan can only be achIeved If the nght people are In the key posItIons 

5 2 OperatIons 

5.21 TraInIng 

Trammg IS the core busmess of KFCT A The corporatIOn was created to provIde trammg 
to farmers m the skIlls of flue cured tobacco growIng and management All other actIvItIes are 
SUbSIdIary However, It IS apparent that the trammg facIlIties are not up to standard It was IndIcated 
that due to lack of capItal resources, the authonty IS unable to replace old eqUIpment, Improve or 
rehabIlItate bUIldIngs, buy new tools etc 

In addItIOn, the fallIng prodUCtIVIty rates m the trammg farms IS an mdICatIOn of senous 
problems Companson WIth productIVIty m neighbourmg estates such as Press Agnculture show 
that the KFCT A YIelds are sIgmficantly low The Table below show the dIfferences m both the 
average YIeld and average pnce 

Table 6 ComparatIve YIelds 

Season KFCTA Press Agriculture 

Avg Yield Avg Price Avg Yield Avg Price 

1990/91 2284 2284 880 

1991/92 1495 846 2412 922 

1992/93 1178 571 1885 708 

1993/94 1086 931 - -

Efforts are underway to Improve the SItuatIOn at KFCT A by waterplantmg and mcreased 
effiCIency In the procurement of farm Inputs to ensure tImely dIstnbutIOn to the farmers However 
there Will be need for better mfrastructure and more dedIcated farmers to achIeve good results 

5 3 Encroachment on KFCTA Land 

Wlth the advent of the multl-party POlItICS, there have been senous encroachment ofKFCTA 
land, espeCIally the central area ThIS encroachment Includes land that has been left Idle for 
rotatIOnal purposes or for later development V Illagers have also encroached on land bordenng 
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fields that would be utilIzed for maIze seed productIOn as well as on land left for forestry 
development Although the encroachers do not occupy vast amounts of land, they are dIsruptive to 
the long-term plans ofthe corporatIOn Plans are underway to relocate them and formalIse theIr land 
holdmgs 

5 4 Cost of Inputs 

The hIgh mflatIOn rates the MalaWi economy has expenenced m recent years have had an 
adverse Impact on the cost of mputs relatlve to pnce realIzed at the auctIOn floors These mput costs 
have resulted m hIgh cost of productIOn whIch are dIrectly passed on to farmers ThIs m turn has 
caused resentment among the farmers because of httle understandmg of how and why the costs are 
escalatmg 

55 LiberalIzatIOn of Tobacco Production 

The government recently deCIded to remove the special crop status of several crops 
mcludmg flue-cured tobacco ThIS IS m hne With the economIC lIberalIzatIOn programme bemg 
pursued by Government However, thIS has had adverse Impact on KFCTA Farmers who are 
mandated to surrender theIr tobacco to KFCT A are dlvertmg It to other buyers, m the process under
declarmg theIr productIOn figures to KFCT A As a result, KFCT A IS not able to recover all mput 
costs and charges from the farmers 

I 5 6 Limited Fmanclal Resources 
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The Authonty depends on short-term financmg from the commerCial banks for workmg 
capItal All profits made by the corporatIOn, after deductmg all costs of productIOn and charges are 
dIstnbuted to the farmers The ImphcatIOns OfthiS arrangement are that no funds are set asIde for 
re-mvestment m eqmpment, machmery and other deVelopments for the benefit of the farmers As 
time goes by, the eqUIpment at KFCTA IS becommg aged and costly to mamtam and most of It IS 
broken down 

5 7 Post Graduation Problems 

Two Important obstacles face the farmer after graduatmg from KFCT A, capItal and land 
A typIcal graduate has got no access to long-term loans, or mdeed any loan that can aSSIst hmllher 
to set up a farm and grow flue-cured tobacco As a result an overwhelmmg maJonty of farmers 
resort to growmg burley tobacco whIch IS less capItal mtenslVe ThIS defeats the whole purpose of 
the eXIstence of KFCT A Arrangements are bemg made by management WIth MRFC to aSSIst 
farmers With loans However thIS may not be the best solutIon because the MRFC loans have hIgh 
mterest rates, even hIgher than other commerCial banks DISCUSSIOns With the farmers' 
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representatIves mdicated that the farmers WIll be wIllmg to put asIde a percentage of theIr profits 
every year whIch wIll be used as capItal when they graduate 

The second obstacle IS non-avaIlabIhty of land Most graduates are unable to acqUlre land, 
especIally m pnme areas, to grow flue cured tobacco In those cases where land has been acqUlred, 
they stlll have problems because of lack of fuel wood to cure the tobacco In the past, KFCT A 
graduates have been settled on schemes such as the MZlffiba North-West flue-cured tobacco scheme 
However, the capaCIty of thIs scheme IS such that It cannot absorb all the graduates 

5 8 Mischanellmg of Tobacco 

In recent years there has been a marked mcrease m mCIdents of mischanellmg tobacco by the 
farmers, to outSIde buyers ThIS has been the case especIally m years when the productIOn I!) not 
good and the farmers expect a reductIOn m earmngs By seUmg dIrectly to outSIde buyers, the 
farmers are makmg It dIfficult for KFCT A to recover Its costs fully 

Durmg dISCUSSIOns It was also alleged that some members of staff of KFCT A are dIrectly 
mvolved m the mischannellmg of the tobacco 

5 9 DISCiplInary Issues 

It IS generally perceIved by farmers that cases of mdisciphne are not faIrly handled For 
example If a farmer IS dIscovered to have mischannelled tobacco, he IS mnnedlately dIsmIssed 
However a member of staff who has stolen some eqUlpment IS hardly pumshed 
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60 RECOMMENDATIONS 

The above analysIs mdICates that KFCTA cannot be an efficIent and effectIve orgarusatIOn 
unless sIgmficant changes are done to ItS mISSIon, structure and financIal set up, among other thIngs 
It IS apparent that the trammg functIOn IS not as effectIve as It ought to be, and the questIOn IS 
whether there IS stIll need to contmue thIS functIOn gIven the current problems the orgarusatIOn IS 
facmg 

In thIs sectIOn, we propose three scenanos for the transformatIOn ofKFCT A based on vanous 
assumptIons 

6 1 Scenario One 

6 11 Restructure KFCTA wIth an amended mission 

6 111 AssumptIOns 

In thIS scenarIO we make the followmg key assumptIOns 

a) Government polIcy IS to contmue trammg the farmers m flue-cured 
tobacco growmg, 

b) The current organIzatIOnal and financIal structure IS madequate, and 

c) The core functIOn ofKFCTA IS trammg and the IGAs are sIde busmesses 
that contnbute to financial resources ofKFCTA 

6 11 2 The MIssion Statement 

Under thIS scenano, the mISSIOn ofKFCTA IS amended as follows 

"to tram and produce flue-cured tobacco farmers who wIll 
have the abIlIty and skIll to grow and manage flue-cured 
tobacco and ItS allIed servIces on commercIal basIS and to 
operate varIOUS agn-busmesses on a profitable baSIS" 
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It IS apparent from tIns mISSIOn that the core functIOn of the Authonty IS to tram farmers m 
growmg flue-cured tobacco However, gIven the prommence of the IGAs, It IS proposed that the 
mISSIOn statement recognIses thIS fact 

6 1 1 3 OrgaDIzatlOnaI Structure 

To carry-out the above mISSIOn we propose an amended organIsatIOnal structure The key 
aspects of the structure are as follows 

a) The splIt of the functIOns ofKFCTA mto three mam functIOns Trammg, 
Fmance/ AdmmistratIOn and CommercIal servIces, 

b) EstablIshment of a profit and cost centre concept, and 

c) Upgradmg the status of the trammg personnel and facIlItIes 

The new structure bemg proposed IS m AppendIx II ThIS structure IS Just an outlme, 
more work WIll need to be done to fill m all the pOSItIOns of every department and sectIOn 

The proposed structure has two new pOSItIOns, the Trammg Manager and the CommercIal 
Manager, who wIll head the Trammg and CommercIal Departments respectIvely These, together 
WIth the Fmance and AdmInIstratIOn Manager wIll report dIrectly to the General Manager 

The roles of each of the departments wIll be as follows 

a) Trammg Department 

The core functIon of tIns department IS to run the trainIng of farmers m flue-cured growmg 
m an effiCIent and effectIve manner ActIVItIes wIll mclude 

• 
• 
• 
• 
• 

Curnculum plannmg and development, 
RecruItment of farmers, 
Trammg of farmers, 
Sourcmg of trammg matenals etc, and 
Coordmatmg WIth the other servIce departments 
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b) Commercial Department 

The core functIOn of thIS department wIll be the management of all mcome generatmg 
actIvItIes undertaken by KFCTA Its mam functIOns wIll mclude 

C) 

• 
• 
• 
• 
• 

IdentIficatIOn and evaluatIOn of mcome generatmg actIVItIes, 
Management ofIGAs, 
LiaISOn WIth other departments, 
Purchasmg and selhng of flue-cured tobacco produced by the tramees, and 
Marketmg of flue-cured tobacco 

Fmance and AdmmlstratlOn Department 

ThIs department WIll be responsIble for the accountmg and financIal management functIOn, 
as well as all the adtmmstratIve functIOns In general, the departments mam actIvItIes WIll be 

• PreparatIOn of accountmg records and reports for management 
• FmancIaI management 
• Managmg the farmers accounts 
• All adrnimstratIOn servIces mcludmg personnel 
• Managmg support servIces for other actIVItIes 

6 11 4 Fmanclal Structure 

Under the new organIsatIOnal structure, all mcorne generatmg actIVItIes WIll be profit centres 
and the other support servIces WIll be cost centres In thIs regard, any mcome and expense mcurred 
WIll be allocated to the appropnate centre The accountmg system wIll be revIewed to ensure that 
costs are appropnately recorded and allocated to the correct centre 

All expenses WIll be charged at market rates and pnces, to ensure that there IS no SUbsidIsmg 
of servIces to centres ThIS WIll enable the Authonty to recover 100 percent ofthe costs 

Under thIS structure, the followmg WIll be profit centres 

• 
• 
• 
• 

• 
• 

Tramee Farms 
Forestry 
Burley Farms 
LIvestock 
Poultry 
Engmeenng servIces 
MaIze productIOn (commercIal and seed) 
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The cost centre wIll be 

• Central adnunIstratIOn 

Under thIS scenarIO - It IS proposed that 50 percent of the profits made by the sale of flue
cured tobacco from the trammg farms be retamed mto a CapItal Fund, wlulst the remrurnng 50 
percent IS dIstrIbuted to the farmers based on the productIOn figures The profits from the other 
profit centres should be consolIdated and used for asset replacement and new acqulSltIOn These 
funds would also be used to finance the procurement of mputs and matenals for the new growmg 
season and eventually do away With the need for bank-overdrafts every year 

6 11 5 Advantages of ScenarIO One 

1 The maIn benefit of scenarIO one IS that the authonty Will focus on ItS core purpose and develop 
strategIes to enhance the outputs of tlus functIOn 

2 Secondly, thIS scenarIO IS the least dIsruptIve In terms ofthe functIOns of the Authonty, 
redundancIes, etc 

3 The IGAs are lIkely to be more effiCIently and effectIvely managed WIth the appoIntment of 
an expenenced commerCIal manager to work full tIme m developIng these bUSInesses 

4 The accountabIlIty of each centre Will be enhanced and there wIll be an IncentIve to 
reduce costs 

5 There wIll be Improved performance from employees In the vanous centres because 
each centre Will have clear ObjectIves and targets to achIeve 

6 The development of an enhanced performance apprrusal and reward system wIll 
encourage performance 
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6 1 1 6 Disadvantages of Scenario One 

1 The current staff strength, m terms of qualIty and quantIty, may not be adequate to 
meet the new challenges, 

2 There wIll be need to recruIt expenenced and well tramed managers to fill the 
posItIons of managers for the vanous IGAs To recruIt such managers, the compensatIOn 
packages Will have to be sigruficantly enhanced, 

3 The farmers are lIkely to resIst the Idea of retammg a portIOn of theIr profits for the 
Asset Replacement Reserve, 

4 

5 

The re-orgaruzatIOn of the trammg functIOn Will entaIl reductIOn m the number of 
traInees as the functIOn become more focused and the traInIng duratIOn shorter, and 

Some staff members Will have to be retrenched or transferred to other actIvItIes 
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6 2 ScenarIo Two 

6 2 1 Create a Cooperative 

One notIceable sItuatIOn at KFCT A IS the lack of sense of ownershIp especIally among the 
farmers (tramees) The general feelIng IS that they are at KFCTA for only a short time, therefore, 
make the best of It and leave as lIttle as possIble behind As such there IS hardly any concern among 
the farmers for replacement of capItal, veluc1es, eqUipment, and bUIldmgs such as bams The result 
has been a spIralIng deterIOratIOn of assets such as operatIOnal velucles, and eqUipment 

To overcome thIs problem, m tlus scenarIO, It IS suggested that a co-operative be formed to 
replace the current organIsatIOn In thIS regard, the total land held by KFCTA WIll be allocated to 
mdividual farmers equally based on a set CrIterIa All the assets of KFCT A wIll revert to the co
operative The members of the co-operatIve Will deCIde on management, staffing and operatIOns of 
the co-operative 

6 2 1 1 Advantages of ScenarIo Two 

a The government IS currently advocatmg poverty alleVIatIOn as one way of uplIftmg the 
status of people m the rural areas At a nommal fee (to be determmed), the farmers 
would own and belong to a SOCIety whIch Will be profitable and enhance theIr mcomes 

b 

c 

d 

e 

f 

The preVailIng enVIronment of dIStrust between the management and the farmers would 
dIsappear because the managers of the co-operatIve would be hIred and fired by the 
members In thIS regard the accountabIlIty of the management WIll be to the members 
of the SOCIety and not to the board of dIrectors as IS currently the case 

The co-operatIve WIll have a legal status as It WIll be regIstered under the Co-operative 
SOCIetIes Act Cap 47 02 of the Laws of MalaWI 

The problem of encroachers WIll be overcome by SImply absorbmg the eXIstmg 
encroachers mto the co-operatIve Any new encroachers WIll ably be dealt With by the 
farmers themselves or theIr appomted managers withm the law 

The full partICIpatIOn of the members m the runmng of the SOCIety WIll ensure that there 
IS more transparency m the costmg and cost allocatIOn of mputs and other servIces 
offered to the members, therefore, overcommg the eXIstmg dIsputes on levels of costs 

The productIOn of flue-cured tobacco WIll be enhanced because m the long-run all the 
vacant land wIll be occupIed 
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6 2 1 2 ImplIcatIons of thIS ScenarIo 

1 The government Will have to decIde what to do With the trammg functIOn of the current KFCT A 

2 The Income Generatmg ActivIties may have to be dlscontmued unless the co-operative wants to 
mamtam them However, It IS unhkely that the members Will opt to mamtam the IGAs m theIr 
present form 

3 Th€-Government Will have to ensure that the by-laws of the co-operatives protect or mamtam the 
forest reserve 

4 The government or Its agents would have to provIde extensIOn servIces to the SOCIety 

5 To promote finanCial mdependence and sustamablhty, a percentage of the profits made by 
members Will have to be retamed mto a capItal fund 

6 The co-operative Will need to recrUit well tramed and expenenced management and staff to 
effectIvely and effiCIently run the co-operative ThIS Will Imply retrenchment of the current staff 

7 The current management and finanCIal mformatIOn systems wlll have to be slgmficantiy Improved 
to handle the mcreased number of farmers m the co-operative 
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6 3 Scenario Three 

6 3 1 PrivatIZe KFCTA 

The government IS currently m the process of pnvatlsmg some parastatal corporatIOns As 
a polIcy, the government rums to pnvatIze all the commercIal and semI-commercIal parastatals that 
can ably be run by the pnvate sector For those WhICh are not fully commercIal, the government 
plans to take them through a commerCialIzatIOn process before pnvatlsmg them The objectIves of 
the pnvatlsatIOn are 

• foster mcreased efficIency m the economy, 
• mcrease competItIOn and reduce monopoly m the economy, 
• promote particIpatIOn by the MalaWIan publIc m enterpnses, and 
• rruse revenue for the government 

Under thIs scenano, we propose the pnvatIsatIOn of KFCT A Three optIOns are put forward 
for thIS scenarIO 

• OptIOn I 

• OptIOn II 

• OptIon III 

InVIte a Techmcal partner to purchase 60 percent of the 
shares of the Authonty take over the management control 
The Government to retam 40 percent of the shares whIch 
would be dIsposed of after 5 years 

Sell 100 percent of the CorporatIOn as a gomg concern 

Sell all assets of the CorporatIOn and dIstnbute the land to 
the publIc 

a) OptIOn I InVite a Techmcal Partner 

Under thIS optIOn, a strategIc mvestor WIll be mVIted to acqUIre a maJonty shareholdmg 
(60%) of the CorporatIOn, WIth the government retrumng the remrumng shares (40%) It IS proposed 
that the Government dIspose the remamder of the shares after 5 years The T echmcal partner WIll 

be reqUIred to produce a busmess plan clearly mdIcatmg the future plans and financial prOjectIOns 
of the CorporatIOn, the expertIse to be brought to the CorporatIOn, and a human resource plan 
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Advantages of OptIOn I 

The mam advantages of thIS optIOn are 

a The government Will retam some mterest m the CorporatIOn and be able to mfluence ItS future, 

b WIth the government's contmued partIcIpatIOn, the trammg functIOn of the company Will be 
retamed but probably more effiCIently and effectIvely managed, 

c The partner Will mJect mto the company the much needed capItal whIch wIll be used for 
replacmg vehIcles and eqUIpment, and for workmg capItal, 

d The partner Will bnng m cntlcal management and techmcal expertIse whIch IS currently 
lackmg at KFCTA WIth thIS expertIse, the performance ofKFCTA Will be enhanced, and 

e The government can dIspose ItS remammg shares m the CorporatIOn after some tIme (say 5 
years) 

Disadvantages of OptIOn I 

a The Idea ofrunmng aJomt venture wIth government may not appeal to the techmcal partner, 

b The benefits from pnvatisatIOn may not pass on to the local low mcome populatIOn, as a 
result the government may not reahze the goals of poverty alleVIatIOn, and 

c The objective ofpnvatisatIOn as stated above may not be fully realIzed 

b) OptIOn II Sell 100 percent of the Corporation as a gomg concern 

Under thIS optIOn, an mvestor wIll be mVIted to buy all the shares of the corporatIOn The 
mvestor Will be expected to prepare a busmess plan clearly showmg how he plans to run the 
corporatIOn, mcludmg the trammg functIOn, the IGAs, the forest plantatIOn etc 

Advantages of OptIOn II 

a The government WIll realIze the full proceeds of the sale and use the funds for other 
deVelopment proJects, 

b The mvestor Will have a free hand m the management and operatIOns of the firm ThIS WIll 
lead to more effiCIent and effective utIlIzatIOn of the land and other assets of the corporatIOn, 
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c The staff and management of the corporatIon who WIll be retamed by the new mvestor WIll 
lIkely enJoy hIgher compensatIOn packages and m the process Improve the morale and 
commItment to the orgarnsatIOn, 

d The total productIOn of flue-cured IS to mcrease WIth the expected Improvement m the 
management of the crop, and 

e Future problems WIth encroachment w1l1 be the sole responsIbIlIty of the prIvate owner, WIth 
lIttle government Involvement 

Disadvantages of OptIOn II 

a) The trammg functIOn may be dIscontInued at a later stage 

b) Local MalaWians may be depnved access to pnme land 

c) The Government may have to pay for any retrenchment cost 

c) OptIOn III Sell all the assets of the corporatIOn, distribute the land to the publIc and 
wmd It up 

Under thIS optIOn, the government wIll sell all the assets of KFCT A to eIther the eXIstmg 
farmers, management, or any other mterested party preferably mdIgenous MalaWIans The 
30,000 hectares WIll be dIstnbuted to the general publIc to be used as they see fit 

Advantages of OptIOn III 

a) The land WIll be transferred to MalaWIan farmers who are lIkely to fully utIlIze the land 
for productIve purposes and m the process alleVIate the land problem m Kasungu 

b) The government WIll benefit from the sale proceeds whIch WIll be put to more productIve 
use 
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DIsadvantages of OptIOn III 

a) The trammg functIOn Will cease to eXIst The government Will have to deCIde what to do 
With the eXIstmg farmers 

b) The productIOn of flue cured wIll be adversely affected as most farmers Will prefer to grow 
burley tobacco WhICh IS eaSIer and cheaper to manage 

c) The forestry reserve may be rapIdly depleted and not replaced 

d) All employees Will be retrenched The government WIll have to find the finanCIal resources 
to compensate them 

30 



6 4 RecommendatIOn 

After analyzmg the three scenarIOS, It IS recommended that ScenariO III OptIOn I be 
adopted by the government In thIS scenarIO It IS proposed that a Techmcal Partner should be 
mVIted to acqUIre the maJonty shareholdmg m KFCTA and the government retam the rest for a 
short penod Later on the government wIll sell the remarmng shares to the publIc 

The advantages of thIS optIOn, are already detaIled above and they far outweIgh the 
dIsadvantages 

6 4 1 Human Resources 

One key Issue to be addressed under thIS optIOn m the ImplementatIOn of a sound and 
effectIve human resources management support system Most of the human resources related 
problems ofKFCTA result from the fact that most of ItS current staff do not possess the reqUISIte 
techmcallprofessIOnal qualIficatIOns and pnvate sector (commercIal) expenence and busmess 
management expertIse Furthermore, those who possess the appropnate qualIficatIOns, skills and 
expenence are not supported by competItive compensatIOn packages To overcome these 
problems, and to ensure that KFCTA attracts and retams a SUItably qualIfied experIenced, 
motlvated and hIghly dedIcated workforce, the authOrIty needs to 

a mtroduce and Implement a more competItive compensatIOn package, especIally for ItS semor 
staff, 

b enter mto performance contracts WIth ItS top management staff, and 

c change andlor enhance the eXlstmg human resources procedures to ensure that Its employees 
proVIde the reqUIred level of support to KFCTA's core process oftrammg and producmg 
flue-cured tobacco farmers who have the abIlIty, skIll and commItment to grow and manage 
flue-cured tobacco and Its allIed servIces on a commerCIal and profitable baSIS 

The key areas that should be addressed mclude the followmg 

6 4 2 RecrUItment and SelectIOn of Staff 

KFCT A should recrUIt and select personnel WIth reqUISIte SkIlls and expertIse to aSSIst It 
tram flue-cured tobacco farmers to produce tobacco and undertake ItS allIed commerCIal 
actiVItIes m the most cost effectIve, effiCIent and profitable manner The recrUItment and 
selectIOn process should be open and competItIve Staff should be selected on merIt and should 
meet the selectIOn CrItena set out m Job descnptIOns and speCIficatIOns as well as clearly defined 
staffing levels and needs ThIS recruItment polIcy should be applIed to all levels and categones 
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staffing levels and needs ThIS recruItment pohcy should be apphed to all levels and categones 
of staff regardless of whether they are to be appomted on permanent, contract or temporary 
terms Once the final organIsatIOnal structure has been deSIgned and agreed, the eXIstmg staff of 
KFCTA should be reqUired to compete for the aVailable pOSItions m the organIsatIOn accordmg 
to the human resource requrrements of the new orgamsatIOn 

6 4 3 Staff Deployment and Induction 

Incumbents of all POSItIons at all levels m KFCTA must have clear and up to date Job 
descnptIOns specIfymg theIr responsIbIhtIes and cntena agamst WhICh therr performance WIll be 
measured New appomtees must undergo appropnate techmcal mductIOnionentatIOn 
programmes to learn about the ObjectIves ofKFCTA and determme therr role(s) towards the 
achIevement of those objectives SpecIfically, KFCTA should aSSIgn tasks to mdividuals that are 
best qualIfied to ensure that therr full potential IS utIhzed m ItS core processes 

6 4 4 Performance Management and Measurement 

KFCTA must mtroduce and Implement an effectIve staff performance management and 
measurement system for all categones of staff Group and mdividual performance targets and 
standards should be developed and agreed With employees and theIr performance measured 
agamst these on a penodic baSIS The performance measures should place emphasIS on those 
aspects of performance that WIll ensure the KFCT A proVIdes a cost effective and value for 
money servIce to ItS chents All members of staff WIll be accorded an opporturuty to contnbute 
to the success ofthe orgamsatIOn and mcentIve systems Will be tied to performance Annual 
mentonous mcrements WIll be awarded to deservmg employees based on therr actual Job 
performance and accomplIshments 

6 .:t 5 Job Gradlllg and CompensatIOn 

KFCTA should estabhsh a ratIOnal and objective Job hIerarchy that IS perceIved to be 
transparent and farr by all staff The system should ensure that all pOSItions m KFCT A are 
graded or ranked based on therr relatIve value or worth to the organIsatIOn ThIS should be 
supported by an eqUitable compensation (pay) structure whIch compensates each pOSItion m hne 
With ItS relative contnbutIOn to the attamment ofKFCTA goals and objectives and the Job 
performance of the mcumbents The pay structure should also match the gomg labour market 
rates for skills reqUIred by the pOSItIons or Jobs Development of the compensatIOn structure 
should take cogmzance of the need to balance eqUItable and competItIve compensatIOn packages 
WIth the cost of those packages to KFCT A and hence the cost of servICes to the end users 
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6 4 6 Trammg and Staff Development 

KFCT A must tram Its staff and contmuously seek to develop and enable them Implement 
and support the changes to systems recommended to Its core operatIOns KFCT A should prepare 
Its staff to antICIpate changes m Its traInIng and commercIal enVIronment and develop strategIes 
to respond to these 

6 4.7 Retrenchment Plan 

One key Issue to be addressed under thIs optIOn IS the compensatIOn of who may choose 
to be retrenched or are Involuntarily retrenched It IS recommended that the government 
negotIates WIth the new Investor to payoff employees and net off the gross sellIng 

If a retrenchment plan IS Implemented, KFCTA should, based on ItS condItIOns of servIce 
regulatIOns and the prOVISIOn of the labour legIslatIOn, calculate and pay all retrenched 
employees the following benefits 

• penSIOn, 
• leave pay, 
• overtIme pay, 
• severance pay, and 
• notIce pay 
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70 ACTION PLAN FOR PRIVATISATION OF KFCTA 

Below IS an actIOn plan for the pnvatizatIOn of KFCT A The valuation and the pnvatIzatIOn 
process was not WithIn the scope of thIS consultancy It IS therefore recommended that a consultant 
be appomted to Implement the pnvatIzatIOn process 

PROPOSED ACTION PLAN FOR PRIVATIZATION OF KFCTA 

ACTIVITY RESPONSIBILITY TIME 

1 Draw up TORs for a consultant 
to value the Authonty PnvatIsatIOn CommlSSIon October 1996 

2 Tender the Consultancy PnvatIsatIOn CommIsSIon October 1996 

3 Evaluate the blds and select Privatlsati o n 
consultant CommIssIOn! Agnculture November 1996 

4 Advertise the sale m local and 
mtematIOnal press Consultants December 1996 

5 Evaluate the sale blds Consultants Jan 1997 

6 Recommend the best offer to 
PnvatIsatIOn CommlssIOn Consultants February 1997 

7 Sale to the approved bidder PnvatisatIOn CommlssIOn March 1997 
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KFCTA 
PROPOSED ORGANISATIONAL STRUCTURE 

I 
Board of 

I Directors 

I 

I 
General 
Manager 

Training Fmance! Commercial 
Manager Administration Manager 

Manager 

Scheme Scheme Scheme Scheme Personnel Management Financial CA CA CA 
Manager Manager Manager Manager Administration Accountant Accountant Manager 1 Manager 2 Manager 3 

Officer ,- ---- -- -_ .. - ---- ---- - - -- ------ - --- ----

ResponsIble for ResponsIble for ResponsIble for 

RecruItment of tramees Recordmg all transactIons The management of all 
mcome generatmg 

Development of curnculum ProductIon of management actlvltles 
tramees and fmancial accounts 
Trammg 

Procurement and storage of IdentIficatIOn and 
mputs matenals, etc appraIsal of new 

Management of trammg busmess opportUnlties 
forms All admmistrative actIvltIes 

All personnel Issues All personnel Issues Plannmg actIvIties 

LIaISOn wIth top management 
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