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A· CONTEll 

i. BACKGROUND 

1.1 BACKGROUND OF THE TANZANIAN ECONOMY 

A. OEMOGP..APHIC OUTLINE 

The United Republic of Tanzania is made up of the former Republic 

of TJnganyika and the People's Republic of Zanzibar. Tanzania is 

the larqe:st countr·y in East Africa with an area of 945,000 sq.km. 

of which 6\ is covered by lakes and rivers. Major lakes include 

• lake Victoria in the north-east and lake Tanganyika in the east. 

• 

In 1991, 

million 

the population of Tanzdnia was ~stimated to 

(including th~ 0.7 million inhabitants of 

be 25.2 

Zanzibar). 

Av~ragc annua 1 growth in popl!lation is estimated at 2. 8 \. 

The population density stands at 26 p~ople per square kilometre. 

The World Development Report (1992) ranks Tanzania as the second 

poore~t country in the world (after Mozdmbique) with GNP per 

capita of $ 110. UNDP's Human Development Index, using a 

bco~d~r measurement of development which includes 

CDP per CJpita, lite cxpcc..:t.rncy dnJ the level 

atl:<1int:J, rank:.; TdnZania hiyht.:r than 3J other 

adjc:,;ted real 

ot c<lucdtion 

countries. 

Lite «.:>.:pcctJncy .t"o!ic hy 5 \ <rnd acc··~s to primary hca 1th care and 

sate water improved in both rural and urban areas. Disparities 

in n~t income were narrowed throuqh a rationalised t~x structure 

anJ <in adju:...L.ncnt in public sector Sdlarit::s. 

The economic crisis o[ the 1970s and 1980s affectc·d "the country 

r.on~tra inin·J gover·nment 's capacity to deli vcr soc.ia 1 services 

onJ crodi~q the gains thJt had been achit!Ved. 



B. S'fRUCTURE OF THE ECONOMY 

The annuiil growth in GDP of 5.5 \ between 1973 and 1978, fell to 

0.4 \ per year between 1978 and 1982. From 1979 on-Jards, 

accelerated inflation resulted in a deterioration of the 

national fiscal structure. Budgetary deficits averaged 16 \ of 

GDP, and both import~ and expoLts declined tiharply. By 1982 the 

hr.port volumes fell 32 \ below that in 1978. As a result, 

growth of GDP in real terms fell from 5.1 \ in 1987 to 2.5 \ in 

19~1 and i~ e&ti~dted at 4 \ in 1~93. 

A(]riculture constitutes 58. 2 \ and manufacturing 5 .1 \ of the 

total GDP of TSh. 625 million in 1991. Growth in agriculture was 

cat 6 \ whil~ iraJubtr id l output dccl incd by ~ \ in 1993 but ia 

estimated to grow by 6 \ in 1994. Inflation averaged 22.3 \ in 

l~'J 1 and cout.lnuud est 2• .. \ in l'J'JJ. 

The Foreign Exchange Act, 1992 was passed by the National 

Assemhly on Mrtrch 16, 1992 following which a common exchange rate 

h3s been introduced. Rapid unification of the official and es-

tablished exchange-bureau rates has been achieved. 

Recognising the nued for timely adjustments in foreign exchange 

rates to restore profitability for exporters, the Government has 

followed an active exchange rate policy aimed at controlling the 

vv~rv~ludtion of the Tanzanian shilling. 

The table overleaf shows the variations in the exchan')e rate 

t~tween Novemb~r 30, 1991 and September 30, 1993. 

' -· K1aa e•Pr'R xupnstsu;s 



• 

Ch.rn·ws in the e>.:da.t11qt! r ,, !~! __ I~;h. to USS 
(TSh. per US$) 

Nvv.30 Dcc.31 Jan.31 
1991 1991 19<j2 

Official rate 234 234 247 

ExchanCJe Bureau rate 420 425 420 

App.lrt!nt over-
Vd)uaticn (t) 79 79 70 

S0urcc: EIU Country Report No. 4, 1993 

Sept.JO 
199) 

470 

Au the exch<l'i<Je rate acJjustment pro~ccdcd, tht? government pro-

gressivcly dismantled quantitative restrictions and switched to 

t.uiffs a11J other indirect levies tu influence the level and 

pattern of foreiqn trade. A reform of the tariff system was 

carried out, simplifying the s~hcJule of rates anJ reducing the 

number of exPrnptions. 

The Tanzanian government has welcomed private investment to 

rehnbi 1 i tate 100 \ government-owned public sector enterprises. 

This was first done in the leather inJustry and has recently 

been extended to other commercial enterprises. 

1. 2 lH'.• 'KGIWt:UD Of KI 00 PAPER 

A. hk I lf Ill S'l'OI< '{ 

fvllowing yc..ar. '!'he NJtionJl Dcvclu1J1nc.:nt Corpor..ation (UDC) ac-

quired 76 \ of Uu.~ Company• s shdn~-holding, 'l'ht! Uational 

Milling Corporation 1~ \ anJ The Workcr'a Development Corpora-

t ion the b.:• Lmce 10 \. 0'1 January 1, 1979 NDC's controlling 

irytere:.t wc1s t.ransf erred LO TdnZJnia K~rdtdsi Associated Indus-, 

' ' ti;-ic::> (TY.AI). TKA.£ now 11olds 95\ of the shilre., of KIBO Pap~r.,. 



Between 1971 and 1980, KIBO Paper was managed by Packages Ltd. 

of Pakistan. During their tenure a strong work ethic was rl -

veloped lea11ing to significant operational improvements and 

reducing losses. To build KIBO Paper into a fully integrated 

packaging Company a Pdpcr Mill was commissioned in the late 1970s 

and new products like multi-wall bags and gummed packing tapes 

were introduced. 

The Company's he.~ office and packaging division are located at 

Chan~ombe while the paper mill and corrugator plant are situated 

• at Puqu Road, six kilometres away. 

D. l'ROUUC."'l'S AtlO TECHNOLOGY 

'l'he paper mi 11 produces three types of paper board .. : 

Fluting board: grammaqe ranging between 125 - 150 gsm 

Test liner board: grammage ranging between 150 - 200 gsm 

Duplex board: grammagc ranging between 240 - 450 gsm 

In 19'JJ, lhc. i1.1pcr mill prouuccd 1,7~0 touncs ot pctper boards 

(against an installed capacity of 9,000 tonnes per annum), all 

ot which was used in-house for the manufacture of packaging 

products. 

I'HODUCTION !;'!'ATISTICS 1992 c:md 1993 
FOR PAPER & PACKAGING PRODUCTS 

(>C lUOO lun11l;~) 

Items 1 9 9 2 ' of Actual 
Pl;tn Actual to plan 

l'Jpcr Lodrd anJ 
cor·rurJo.lted products 2.10 1.63 77.5 

P11ckag i ng m..tter ia 1 s 1. 05 0.33 31. 5 
Multi-w...ill bags 3.10 1.25 40.5 
Cumrnccl Top~s' 0.05 0.05 100.G> 

' 

6.30 3.26 51. 7 
' -----.- ----·-·--

r 
1993 

Actual 

1.75 
0.2~ 

1.45 
0.01 

3.52 
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C. Mt\liAGEMEi~T AND MANPOWER 

At pres~nt KIBO Paper is mandged by a General Manager, who re-

ports to the Board of Directors. The Company employs 526 per-

:.;..ln:i. At the ti1:1e of writ.ing, vacancies for department 

heat.ls in tJroduct ion, marketing and finance had been filled while 

a manaqer for the human r~~ource development d~partment was yet 

t.:, be r.::. . .:rui ted. 

0. rn11~ucrAJ. COHOITION OF THE COMPAtlY 

During the course of the diagnostic study it was found that 

tr.~ Con.pa11y 1 s cn:uit lines haJ l.Jcen fully utiliscJ. Lo.ins exceed

i11'j •r.:.;h. 1.20 billion were cutstandinq with the East African 

Development 83nk (F..ADB) and the Tanzanian Investment Bank \TIB). 

In ta<..:L, in mid 1992 EAOB had ret used to consider the Com-

i:-;rny '~ requests for additional wod:ing capital and later had 

Ll.r.::atcnccl forcclo~-.urc of the Cor.ipany. However, by Oecel?'ber 1993 

Eht:B h.1d re5ch~·duled the repayments, granted a moratorium on 

rc,iM~'ritcnls till June 1995, reduced the rate of intere~t on pend-

inq lo:rns f rc1rr, 14 \ to 12 \ per annum anrt aqrced to extend a 

further short term loan cf TSh 200 million for import of spares, 

copy of f.ADB • s letter is 

~ttachud overleaf slnco the~c conccssir>ns have considerable 

l•i:-.1ring on th.:? s11rvivi1l ot the Co111pany). 

Th~ f inilncidl statcmen~s present~d in Annexure 1 clearly indicate 

tht.! C(lri1p;J11y 1s rfoclinin~f pe.rtormance. 'KIBO Paper faces serious 

1 i.n.mci<ll pu>~Jlem~; as it. has negative n~t worth. 



·EAST Af,RICAN Dt;Vt'LOPA1ENT IJA.~I\ eac16 

Our Hef: PS/16 F /43/1 

15th November 19!J:J • 

l{ibo PupN· ln<luslrics Li111ite<l 
P.O. Jlox 25!i7 
BAU ES SAl.AAM 
Tanzania 

I '':11r Sirs 

lffSCllEllffl.ING OJI EAUB I.OAN 

.... l ,_ 

We r1re plt"'hsed to inform you thnt tl1r Honr.-1 of l>irPdors •. f E11:-.I :Hri1·1111 
l>C'vcloprucnt 11;11,k 1h1ri111~ its lust mrl'tinl{ on 4th Novt•111ht··· I ~1!1:11~r1111t('d 

• your r<'quest to reschedule the E,\ DB lonn on the followi111 ~ ll•rms: 

i) 

ii) 
• 

iii) 

• 

i \') 

A wnivcr of ull p<'nnlty intrrrst nmount in1~ to 11!11:ilt SI 11{ I fi·l, 1 n. 

, ·onvr.rtinr, inlerf>sl 011 ir1tPr1~st amount in~~ to 11!.111.t SI 11{ I !i!i,!i~-1 
into a locnl lonn nt nn intl'rC'st rote> of 2~.·~. p<'r 111:1111111. 

< 'npit11li;•_1.tim1 of intt•rP:-.t i1111rn•11r:-. 1111.l loi~l'llu;r with 
priricipal i1t 1irrriirs 1111d otil~;ln111li111~ fr,. 11 11 "''W 1111111 lo hi' 
fC:Whf~( hJIPcf /IS f OIJOWS: 

Lonn Amount: 

Rl·pny111e11t: 

SI I H ~,I :l2, I Ii II 

14 St!l:li·111J1llllll 
insltl!HH'nts her,inning 

• .J1111e I, 1 !l9!i. 

I ·I'',, 1.(·r 11m111111 011 

red111 1111~ hulmH'<' • 

The rcsd1cdule should he f'ondit io1111l l1i '"•1 Tl B 11 lso 
n<'<'C'pt inr, to rC's<'hf'dlll<' l hf>ir Jonn. 

·n~<'ompnny he <"ornp<'ll(><J to mnkr n.·rrlC'rnt<'d p11yrnr11ts 
wlicnevcr tlac cnsh-flow posit ion 11 llov. . Ci .r. i l slan11ld he 
C'Olllpr·Jlf'cl to stnrt rPpnyrnPJI\ PVPll hf'llO('(: thf' C'Xpiry or 
ti•'' on<'-y,...r J~l'llCf" jll'riod). 

.\I IHI opp11r llllit' litnt• (i.t•. wl11•11 11111111:; lw1•11 :,1:t inr 11.iil11111i111:. 

r• od11rtio11 i11 tC"rms of s11rt'if'i<>r1t utilitiPs :-.11ppli1 . .) lllf" lli1111<ko11:.irlPr 
providin1: n :.hnrt term (worki111~ <·11pit11l f1111ds) lo.,!11 • 

•• . . • . • . •• • •• •• /'I. 

/will 

- ··--·- -· ·-·· --.. ----·---·---------· 
""'''' ( 1:1111' .,, ... ,,,, ... ,.,,,,,. 
/• () 1/111 1/.'H 
/\1:111;1.,J,1 I ·i:,111,/11 

,,., }.H-1.' I "~ 
/ 't ft/{,'' 

A,.,,. 11 t if.'11 ,. 

/11 '" ,. I/,,,,,,. 
\/i1111/,,,,j \11,•1 I 

/'cl,,,,, 1·1.~\ 

,,,,,,,,,, >. ,.,, \" 

'" 1.11~.1.' 
"' .','t .. ~IJ 

/,,,,,.,,,.,,, t 111,,, I 1·,111,/,, t Jf/1, , . 

\./t /,,,,.,,,,,, 111 //,,,,,, I \,/1· 111 '""' 

,,,,,, ,.f,,, \,,,.,., ,. ') ,,,,, '/,\fl 

/
1
'. , '\ IJ/;1/ A,,,,,,,,,,,,,,.,,,,,,,, 

I,,,, ,1,,,,,,1 / ,,,, ·,,,,,, 
,, •I • /,1/ 

/, ./If' • 1 

/, I . '~ 'J .,, /I 

.'/if},'/ I "' ,,,,,.,' 



l\iho Ptipt:r Industries l.imih:d 
P 0 liox 25:.7 
DAil f.S SAl.AAM 
1'Rn7.Gnia 

ear16 
- 2 -

------ ·--- --------------

v) The Bmak to cons icier to rc1h1<'t> nn<I C'hnrgt,. 1m int f'r<'~t ro 1" of 12"., 
per nnn11m (from 14'\.,), if the Compnny improves its prrf .. rmnrH'f' 
nn<t exhibits prugr~ss tow!u·tls utilizing its copucity Ht re· 1so11£1hlf' 
levels. 

aAn ogrccnacnt co11tui11in({ the nl,ove ro11dilio11s togethC'r with 11ny 1:tlh,.r <'011tlilio11s 
W oe:,:cµt1abll' to the Director r:rnern I to tie exeC'trl f>tl hy lht> purl ies. 

i'lettsc sign and return to us the enclosed copy of this lf'tlcr tc1 sig•.ify your 
ftf'et>plnnce to ti. nbove tc>rms. F11il11rf' to cto so mny rt>s1dt into t 11P nliovC' 
offor ltl(d11ir. 

e 

Yours faithfully 
EAST AFl!ICAN ORVRl~OPMl~NT BANK 

er: 

cc: 

Hr>sidcnt Mnnnr;•'r (T) 
I:Ann, DAil I::S SAl,AAM 

lli:- ·' .)r of Fi11nnce 
EAllll, KAMl'Al.A 

I··:,;· .• ''! ii.•· I llHll l<•~~ •• ·1wd11l11q~ 11~. p1 •v1dP11 11110\'P. 

-- --- .. _______ ------·----·-- --·----

Autt1orbc<I Signntories. 

-------,.-----·----···-------
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An analysis of raw materials and finished goods inventories and 

receivables from customers revealed that a total of TSh. 464 

million was blocked in these three assets as on November 15, 

1992. (Note: TSh. 250 million worth of raw materials were 

sufficient for four months production, at the minimum monthly 

production rate prevalent at that time.) 

E. RAW MATERIALS 

T!l.JL.lli!W mating process - Pulp is manufactured from both waste 

paper and virgin fibre. Paper and board requirements for corru

gated box/board production is met entirely by the adjacent paper 

plant at Pugu Road. 70 gsm Test Liner Board (TLB) paper is used 

to produce gummed tape. This line has an installed capacity of 

1.2 million metres (equivalent to 82 tonnes of TLB), per year. 

The most expensive r~w material used by KIBO Paper is the im

ported sack kraft paper. Some printing paper and glazed duplex 

boards are impurtc.d either from Sweden or Germany. In 

December 1993 KIBO had stock of 200 tonnes of paper procured from 

t~uro1~ts, 2UO tvnncu ul l-'•'Pcr trum UHll.lUK W.i:.J in tran1::1it 4nd 

Southern Paper Mills, which had commenced production, was holding 

over coo tonnes of p.lper awaiting collection by KIBO. Other 

requirements of paper and board are procured either from the 

Company's own paper mill or from Southern Paper Mills, Mufindi. 

Cunsum.lbles used in the process of printing and forming of car

tons (printing inks, flexographic printing rubbers, adhesives, 

copper staples, fuel oil and chemicals) are all importGd. 

KIQO PA.PER 1 NQIJsTprp5 
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Landed cost as of December 1993 of some important raw materials 

is given below : 

LANDED COST OF RAW MATERIAL - December 1993 

Sack kraft local 

Sack kraft imported 

Label paper 

Unbleach~J pulp - local 

Bleached pulp 

T SH I ton 

3,19,250.00 

4,12,456.64 

7,81,640.10 

1,78,250.00 

3,73,792.31 

KIBO had a shortage of imported raw materials in December 1993 

which included: 

1) Unbleached kraft pulp 

2) Bleached kraft pulp 

3) Aluminium sulphate (Alum) 

4) Rosin sizer 

1''. DIAGUOS'l'IC STUD'{ 

500 Tonnes 

200 Tonnes 

50 Tonnes 

20 Tonnes 

In October, 

Organization 

1992, United Nations 

(UNI DO) embarked on 

Industrial Development 

a project entitl&d 

"P.ch:1bi 1 i tat ion of Industrial Enterprises in East Africa". The 

tiludy was sub-contracted to Me~srs. Amarnath Kam..at.h & Company 

(D~ngalore, InJid). The main obju~tive of the study was to pre

pare a diagnostic report after studying selected money losing 

units. J<IBO P~per was one of the £iqht units selected for study 

under this programme. 



G. MAJOR EFFORTS OF DIAGNOSTIC STUDY 

Consultants• efforts on-site between November 1992 and March 

1993 were aimed at maintaining production levels in spite of 

labour unrest, severe power shortages and shrinking markets due 

to high inflation and recession prevalent in November, December 

1992 and upto March 1993. The marketing d~partm~nt was restaffed 

internally. The practice of calling on important customers 

for orders was revived. EADB & TIS managers were contacted and 

requezted to give KIBO Paper a chance at rehabilitation by 

not precipitating matters relating to the large outstanding loan. 

A monthly sales target of TSh. 78. 30 million was set for 

February - April 1993 covering 12 existing products. This target 

was exceeded in March (TSh. 104 million) and April (TSh. 82 

million) 1993. The General Manager and the Consultants as

sisted marketing personnel by initiating efforts to win back 

former customers by personally visiting them. 

With encouragement from Consultants, the managers and 

technicians at KIBO Paper designed and developed special sacks 

for sugar ba~ging, making the Company the only manufacturer of 

multi-wall sugar bags in Tanzania. Orders are under negotiation 

with Kilomhero Sugar Co. KIBO Paper also began to strengthen its 

position as the lar!Jest manufacturer of multi-wall sacks for 

the c~m"nt indua!.ry, by improving custor.wr scrv ice to existing 

customers and through effort at bringing back large customers it 

had loGt. 

IHi~ PaU'iA ImmsTRii'S 



Reorg~nising the management structure 

A reorganisation of the management structure at KlliO Paper 

was necessary to encourage and foster growth, both in the sales 

of each product line as well as in production output to meet the 

increJsed demand. The Company is headed by a General Manager 

who is fully responsible for the running of the co~pany. The CM 

is assisted by: 

a. Managers in ch .• rge of administr.ition, finance and accounts, 

internal audit, marketing, quality control, purchase, engi-

• neering and security reporting to the GM as one team. 

• 

b. Four plant managers, each in charge of one of the plants 

below, reporting to the GM as a team: 

the p<ipcr mill 

the corrugated products plant 

the packaging material & printing plant 

c KIBO PAPER INDUSTRIES 
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2. HOST COUNTRY STRATEGY 

2.1 RESTRUCTQRING THF GOVERNMENT 

The Government of Tanzania is already committed to the pro~ess of 

economic liberalisation and restructuring of the industry sector 

to encourdqe private sector ir.vestment. In order to cut losses 

retrenchments are oeing carried out by several state owned agen

cies. The Tanzani.t H.icbours Authority {THA) hds announced plans 

to retrench 3, 000 employees and the natiof'lal railway, Tanzania 

Railways Corporation (TRC) plans to red·1ce its work force of 

~ 11,233 people by 846 in the first of a series of annual lay-offs 

due to continue until 1996. 

From the Government's own payroll, a further 20,000 are to lose 

their jobs in the current 1993/94 fiscal year, and in June 500 

eir.ployees of the state owned National Bank of commerce (NBC) 

volunteered to take early retirement; in May the bank had made 

1,170 employees redundant. In late September the Bank of Tanzania 

(BOT) confirmed its plans to make 700 employees redundant by the 

end of November 1993. In a statement the BOT claimed that its own 

redundancy programme had been delayed because it had to oversee 

the restructuring of the banking system first. 

2. 2 PAR~STA'rAJ, R~:r-·oRH AND PRIVATISATION PO[.iCY 

'l't1e parastata l sector reform pol icy was first announced as a 

nation~l policy by the Government in January 1992. Its fundamen-

tcil ol>jectivl! w ... ::a to give a sharper tocu::o to the Government's 

traditional role of maintenance of law and order and provision of 

~conomic and s~cial infrastructure, ensuring a level playing : 

tield for efficient ec~ omic competition and balancing of 

ecunomic and social activit es. 

ICiiQ PA.Riil nm11sxpu·s 
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Tanzania• s Par.s:>tdtal Sc~tor Reform Pr0tJrammc is set t iraly in 

the context of the broader policy chanqcs initiat~d in the late 

1980s. As the second economic recovery programme (l'.)89/90) was 

coming to a close the Government drew up a comprehensive policy 

framework to guide the country's development in the 1990's. Under 

the polh·y framework paper (PFP) the three year programme (1991-

92 to 1993-94) aims at restoration of macroeconomic equilibrium 

with objectives of 

* an economic growth rate in excess of 4\ p.a.; 

* reduction of the country's extreme depende~ce on external 

assistance; 

* reduction of inflation and protection of the vulnerable in 

society and 

* protection of the environment. 

The PFP recognises that substantial resources have been invested 

in the country, financed from domestic savings as well as from 

abroad, without bringing adequate returns. This is especially 

true in the parastatal sector. The policies adopted under the PFP 

to address these issues are: 

• LiL~ralisation of interest rates, foreign exchange transacti

ons, food and crop marketing. 

• Profuotion of m~rket competition dnd the private sector in 

general. 

* Expansion ot the tax base. 

* Redirection of expenditure towards rehabilitation and main

tenance of inf rd~tructure, plus improvement of expenditure 

monitoring and contr0l. 



• 

* R~structurinq of tht! dtJriculturJl dnJ inJu!it1-idl ~c~tors and 

of railway~. roads, ports and other sectors. 

* Rehabilitation of the commercial banks, plus developmP.nt of 

financial institutions. 

The choice of divestiture methods which are not necessarily autu

ally exclusive include: 

Trade sales: This together with joint ventures represent the most 

widely used method of privatisation in countries without devel

oped capital markets. These may be by sale of shares or of asse~s 

to another company and can be carried out by direct negotiation, 

tender or auction. 

Joint ventur~s: These combi~e components of other aethods, typi

cal J y a comt.i:: .. ,tion of trade sales and mJnJgement contrdcts. A 

joint venture partner would be expected to bring significant 

~xpertise in production, m~,keting, management and the capacity 

to expand the business. 

Public share offers: While shares can be sold without a stock 

market, the latter is important both to tap savings and to pro

vide buyers with liquidity. 

Public auction: This provides a quick mechanism for the rapid 

priv4tiaatlon of small . ~tcrpriucu. SJlcu dre uuudlly of assets 

rather than shares. 

• Buy outs by management and/or employees. 

• Liquid ... tion. 



I""rr2ving invrstment climate 

The Tanzanian Preside~t announced that the Government was revis-

ing the Company ordinance and related laws, making available 

foreign exchange and removing cumbersC'"le trade restrictions to 

help create a favourable climate for boosting investment. 

The President also enumerated steps taken by the Government to 

support the agricultural sector including liberalisation of 

marketing and trJr.··portation of food grains. Steps had also been 

taken to allow gre~ter private sector participation in the sale 

• of traditional crops. Ott • .:.r measures were also being taken in 

cotton ginning and •arketing wherein the government had already 

approved investment in cotton qinninq by private companies. It is 

hoped thdt all these liberalisation measures will create a con-

ducivc environment for incrca5cd production in the aqriculturdl 

sector. 

One of the obst.:scles in the reform process of the parastatal 

sector WdS lack of adequate private resources for buying shares 

in companieo which have been earmarked for sale to private sec

tor. The Government is currently "'orking on a legi;;lation for the 

estaLlishment of a capital markets authority to oversee the 

setting up of capital and securities markets in the near future. 

3. I·RIOk OR ON-GOitlG ASSISTANCE 

1·he rt:habilitation package for KIBO Paper is an integral element 

in the UNJDO approach to indu~trial rehabilitation in Africa. 

This is a continuation of the special studies on industrial reha

bilitation prepared by UNIDO/PPO/i.PP/REG in several African coun

tries (among them Tanzania) and PPP/R.36 (May 1990) report titled 

"UNI DO Industry Sector Programming Mission to Tanzania". Subse-

IH88 P/1P8A ltJ9Yi'l'Aiii 



• 

quently, in October, 1992 the project for "Rehabilitation of In

dustrial Enterprises in East Africa" with No US/UT/RAF/91/173 in 

Tanzania, Uganda and Zambia was subcontracted to Messrs. Amarnath 

Kamath and Company (Bangalore, India}. The main objectives under 

this proqraJDJDe were: 

I Select 3 money losing units ln Tonzania (of which KIBO was 

one) for study. 

I Complete external and internal audit of all managerial 

functions and prepare a diagnostic report; 

I 

I 

Develop and implement (partly in the time frame) a 

rehilbilitation package which would include financial 

restructuring and direct technical and managerial inputs. 

During the study provide direct managerial and technical 

assistance to improve material management, financial manage

ment, maintenance of machinery and human resource manage

ment. 

4. INSTITUTIONAL FRAMEWORK 

The institutions involved in the rehabilitation of l<IBO Paper 

will be UNDP, Ministry of Industries and •rrade, Financial Insti

tutions (mainly EADB ' TlB) and TKAI Limited (the holding compa

ny). The Mini~try of Industries 4nd Tr4de in Tanzania along with 

the supporting departments (namely the privatisation agency) will 

play a key role in this project. 

KIBQ PAPER INQUSTRIES 
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D_,___f,RO;Ect JVSTlf ICATION 

1. KAIN ONGOING PROBLEMS HEEDING t!RGENT ATTENTION 

1.1 ~PF~ MILL REHABILITATION 

The existing rewinder machine is very old and is inefficient when 

used for slitting the reel into two or three reels of smaller 

width. This rewinder also has a disadvantage since it still uses 

a heavy rewinder ~haft (about 100 Kgs.}. Modern rewinders do not 

have a shaft and the operator can work faster since he does not 

have to lift the shaft. The Paper Mill is facing a shortage of 

spare parts. A few machines require overhaul as they have been in 

operation for over 10 years. Some of the spare parts can be 

obtained locally but a majority of them are to be imported. 

coating plant for improvement of quality ot duplex board: 

In order to improve the quality of Duplex board a coating plant 

is required. The smooth coated board will shine after the 

process. This boar<l can improve printing quality. As there is no 

other company in Tanzania and surrounding countries having a 

codting pldnt, KIBO will have a ready mdrket for coated board. 

Weit]h bridqe 

A wulqh bridge has to be set up in the paper plant premises to 

simplify weighin~ of waste paper, finished paper reels, etc. This 

will improve the efficiuncy of waatc pdpcr collection. At present 

KIBO is forced to spend money for using weigh bridges at a neigh

bouring factory. 
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J.2 SALES TAX (,JAUILCTL1T.SllS. 125.4 MILLION) 

KIBO's appeal to the Treasury to waive the Sales tax penalty 

amounting to T.Shs. 45 million and to grant time to it to pay 

the baldnce Sales tax ot Shs. 80.4 million in two years, or to 

convert the said balance into equit/ is still pending. 

l.l DISPOSAL OF FIXED ASSETS 

Fixed assets render~d surplus have been identified and have been 

advertised for sale in the news papers. Disposal of such assets 

~ is being carried out in phases. 

Two bidders quoted for the corrugator machine: 

1. Tdnzania Printing Services T. Shs. 535,000 

2. Co1.uncrcial Printing Work T. Shs. 2,750,000 

As the bids were very low it was decided that the tender be 

floated again by inviting foreign bidders. 

1.4 CF.RTATN CUSTOMF.RS SWITCHING TO SOURCES OTHER THAN J<IBO 

It was found that some customers had opted to buy goods from 

other sources including imports from Kenya since KIBO' s prices 

were too high as compared to tho~e offer'd by competitors. KlBO's 

prices are being carefully revised to curb the situation. 

1. 5 PEOT COU.ECTION 

As of June 1993 total receivables were T. Shs. 164.23 million. By 

s~pt~rnber 30, 1993 receivables $tood at T. Shs. 160.74 million. 

J<lfiO ::otart(.:d taking lcgdl action a<J.iin::>t customers whose debts 

were outstanJing for JVer one year. However, constant efforts 

are required to er ' . ..!Ct the outstandings. 

RI Ai I P&llJ'a JllPJll ... TIUP. ... 
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1. !; D.e-.NKHJG fAC'JL lTTFS 

National Bank of Commerce, Forei~n Branch has agreed to increase 

the overdraft facility from TShs 50 million to TShs 130 million. 

Letter of Credit & guarantee facilities remain unchanged at TShs 

200 million and TShs 0.125 million respectively. These facilities 

~re to expire on Sept. 6, 1994 • 

.L...J_CO~T REDUC1'ION EXERCISE 

Cost reduction exercises have been taken up by KIBO. To start 

with KIBO has started screening the manpower level requirement to 

match the current capacity utilisation of the machines. Thereaft

er, U1i: cost centres wil 1 be revised to determin~ realistic and 

bearable expenses in line with the present business environment • 

.L..LOPT1'1_1_JM NtJMRER OF EMPLOYEES 

The c0mpany has started determining the optimum number of em

ployees. This will be in line with the cost reduction exercise 

whereby each division will be restricted to optimum manpower 

lovul l.h.i.trin(j in minJ tho CJ(JcJ«.:ity uti liu.atlon or tho mdchintss. 

VJluation o! the Company's fixed assct3 was done by M/s. Property 

Consultar,cy & Services Limited, Dar-es-Sdlaam. The purpose of 

the valu~tion was to review and update the values of all assets 

owned by the Company for accounting, insurance and other purposes 

like provinion of the~e a~sets as collateral security to bankers. 

iCliQ Pil:PiA IUg'1&'1'Alii 
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2. Exr~ED END-OF-PROJECT SITUATION 

For KIBO Paper when the rehabilitation programme is implemented 

it is exp~cted that: 

A bankable project document along with a business plan will 

he submitted to the East African Development Bank for fundinq 

the immediate requirements of the plant; 

The marketing, finance, paper plant and maintenance depart

ments will be restructured to handle the increased volume of 

output and also the higher level of market competition; 

Plant utilisation levels should reach at least 65 t on a 

d.lily basis. 

The direct beneficiary cf the rehabilitation assistance will be 

l<lbO Paper and l.he holding company TKAI. Higher production 

levels will bring down the cost of production and ultimately 

consumer prices. This should reduce imports of sack craft and 

p.sckctgincJ mdturial trom l«mya • 

.L.J.B.O.JECT IHPLEMF.l~TATIQI{ STRATEGIES ' I!:STJTUTIONAL ARRANGEMEtiTS 

Induutrlrll r~h~LJllldtion hdG become a priority problem area as 

underlined ia UNIDO's Medium Term Plan as also by the Government 

ot T;in:i:anla. Rehabilitating a unit till it generates its own 

prof its and becomes economically viable is extremely important. 

The turn-around strateljy would involve a multipronged approach 

over a limited period of time. Full cooperation from the Govern

ment, financial institutions a I banks would be necessary. 

l<IilQ i)ci'fiA It18W8'fRi88 
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The scrategies to be adopted would be:-

Phase 1 

Formulation of a rehabiliLation strategy. 

Finalisation of an investment cum business plan with KIBO, 

TKAI, Ministry of Industries and Trade, EADB, TIB and Bankers 

Implementing s~hemes not requiring large financial inputs. 

fh~se 2. 

Rescheduling outstanding financial liabilities. 

Providing KIBO employees with training in management and 

technical areas. 

Locating and ordering plant, machinery, consumables and 

spares. 

Locating competent and trained manpower for getting the 

~anagement team into operation. 

Setting up proper management information system and financial 

controls. 

5. REASONS roa ASSISTANCE raoH UHIDO 

KIBO Paper is the largc~t pack~1ing manufacturing unit in Tanza

nia. The product, at the present selling prices, ha& sufficient 

margins, provided the plant can be run continuo\..sly at rated 

capacit ie:::>. The r£!habilitati0 package should considerably im

prove the plant reliability. The financial projections in Annex

ure 3 indicate viability rinly at higher capacity utilisation. 

- KIQQ P&PEB IUQllSTB!f;S 



'· SPECIAL CONSIDERATIONS 

Special attention will have to be paid by the project team to 

select appropriate plant and machinery with the help of the plant 

engineer. Spare parts for the machinery will also have to be se

lected c . .arefully. The system of energy management and ~ffluent 

control is not adequate and has to be improved. 

7. CO-ORDINATION ARRANGEMENTS 

The Ministry of Tndustries and Trade (in association with the 

• privatisation agency) should be the coordinating agency and they 

should designate an official at the appropriate level to assure 

coordination. 

• 

8. SUPPORT ACTIVITIES 

The Government of Tanzania will support the rehabilitation 

throuc:Jh the coordinator mentioned above. The Government Should 

exempt the customs duty on import and other taxes on plant and 

machinery, spares, vehicles and consumables imported under this 

scheme in order to allc ... 1 a higher purchasing power on the grant 

given. 

1'o accelerdte inr1ustridl C)rowth dlld spt!cil le.illy the packaqing 

induGtry in Tanzania and thereby contribute to the country's 

socio-cco11omic duvclopmunt via incn.: ... wi11<J t.hu productivity of 

installed capacity in KIDO Paper and improving its efficiency. 
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p. RtHABlLITATION ODJECTJVES, OUTPUTS ' ACTIVITIES 

The main rehabilitation objectives are:-

Bring the plant to 100\ capa~ity utilisation by addition of 

balancing equipment and replacing all outdated equipment. 

strengthen the marketing set up for distribution and sale of 

the increased production. 

Improve the over.-.11 profitability of the unit so that it can 

generate funds to service borrowings . 

PROJF.CT 08JECTJVES 

As L~Jted earlier the main objective of this project package is 

to rehabilitate the unit by removing the roadblocks, deficien

cies/ w~akneti6es and solve the problems identified. The rehabili

tation programme will target at: 

Rea~sessmcnt of existing plant and machinery through design 

checks. 

ScrappLng equipment which cannot be repaired. 

OiBposal of fixed assets not necessary for the unit. 

Ordering balancing plant and machinery and essential spares 

for improving production to capacity l~vels. 

Revdmping mana9~ment/en9ineering team to sustain the running 

of the unit. 

Revamping marketing set-up. 

~etting up quality c0ntrol facilities and strengthening 

quality control departr, lt. 
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Improving effluent treatment of the waste generated by the 

paper mill. 

Preparing a restructured loan repayment package for approval 

by EADB in order to reduce the financial burdens caused by 

earlier misfortunes. 

Outputs 

T~e main outputs from the rehabilitation project would be: 

* Improved output of paper plant by adding balancing equipment 

like rewinders, coating plant, weigh bridge and other smaller 

equipment. 

* Improved quality of paper produced by using better quality of 

r11w materialts. 

* Reduced cost of production at paper plant & packaging p!rlnt. 

* Improved quality of art work and printing after training 

staff and adding minor additional equipment. 

* Reduced prices to users consequent to proper cost control and 

resulting reduction in imports. 

* Improved marketing methods to broaden customer base. 

* Exporls to VrA couut.cie::;. 

* Trained manpower in quality assurance, maintenance and pro-
' 

ductivity. , 

* Irn~rovcd f lnancial syutems and cost control systems. 

' * Improved over-all profitab .ty. 

KIBO PAPER INDUSTRIES 
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Actiyitiu 

* Formulation of short and long term rehabilitation strategies. 

* Finalisation of an investment cum business plan in associa

tion with KIBO, TKAI, Ministry of Industries ar.4 Trade, EADB, 

TIB and Bankers 

* Implementing sch~mes not requiring large financial inputs. 

• Negotiating increases in the overdraft and letter of credit 

facilities with the present bankers. 

* Rescheduling outstanding financial liabilities. 

* Implementing cost reduction exercises. The cost centres 

should be revised to determine realistic and bearable expens

ca in line with the business environment. 

• Moving the Treasury for waiver of the sal.es tax penalty of 

T.Shs. 45 million and for grant of time to pay the balance 

sales tax of T. Shs. 80.4 million 

equity . 

or to convert it into 

* Disposal of fixed assets rendered surplus. 

* Intensifying collection of trade debts especially those out

standing for over one year. 

* Procuring estiential spare parts for tl)e paper mill. 

• P1·ocuring a coating plant for improving the quality of 

d11plt'.:x bo.:.rd & a rewinder to improve the winding operations. 

• Setting up a weigh bric\ e in the paper plant premises to 

simplify weighing of war·~ paper, finished paper reels, etc. 

K'IBO PAPER INDUSTRIES 



* Lowering of prices to meet competition from imports and small 

units. 

* Optimising manpower levels bearing in mind the capacity 

utilisation of the machines. 

* i<estructuring the m~rketinq, fin&tnce, p<lpcr plant and main

tenance departments to handle the i::lcreased volume of output. 

* Locating competer,t and trained manpower for completing the 

n1;u; a'Jcmc:nt team. 

* Providing employees with training in management and technical 

areas. 

* Setting up prop~r management information systems and estab-

1 i~hing suitable financial r.ontrols. 

1. INPUTS FROM THE TANZANIA GOVERNMENT 

Designate one Senior official either from the Ministry of Indus

tries and Trade or from the privatisation a9cncy to be the coor

dinator for this project. 

Clear the import of all equipment, spares and consumables for 

this project free of duty during the implementation period. 

2. INPUTS FROM KIBO PAPER INDUSTRIES LIMITED 

Kl BO Vapcr w1 · have to assi!it UNIDO and the project team in 

arranging timely releases of funds for the project. The Company 

will also have to pr1 1ide communication facilities at their cost, 

for ha::;tening impler 1tation of the project. ' 

---'-K'IBO PAPER INDUSTRIES ' 



3. INPUTS FROM UHIDO 

UNIOO will have to coordinat~ with the Ministry of Industries and 

Trade for the smooth operation of the project. UNIOO should also 

be involved in clearing project budgets and its representative 

should attend project implementation meetings. UNIOO will have to 

coordindte for timely release of country/UNDP grants for this 

project. 

r. RISltS 

The project has assumed exemption from import duties and other 

taxes for items considered necessary for this project. If the 

'fcu1:£.inian Govt!rnmcnt_ docs not ylv~ t.hi:i tipt!~ific exemption the 

project cost may have to be increased by almost 30 \. Though the 

J dO<Je ot: pro<.lucttJ manutacturcd by Uu! Comp..iny hdV~ d 1d ir ly <JOod 

market considerable amount of marketing inputs would be n~ ·essary 

to reduce mark~t risks especially from cheaper imports. The start 

of the project may be delayed due to the non availability of 

suitahle 9rant funds over and above the amount that may be sanc

tioned by EADB. Procedural formalities for import of equip

ment/machinery and bottlenecks in civil and electrical works at 

site may delay the project. KIBO already has substantial loan and 

interest burden and a very low equity base. To reduce the risks 

from this high loan burden KIDO Paper and TKAI ~hould look tor a 

joint venture partner and increase the equity substantially. 

~~~-KIBO PAPER INDUSTRIES 
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Prior to starting the assignDent the follo~ing should be ensured: 

Specific concessions being qranted by the Tanzania Government 

on customs duties and taxes for project iDports and purchases 

shou1J be s~clt out. 

UNIDO/Ministry of Industries and Trade should er.sure that a 

Coo:a.·din<ttor is appointed for follow '1p oi the rehabilitation 

programme. 

H. PROJECT REVItJIS, REPORTING AND EVALUATION 

'fhe project :.·eviews will be held through the Project 

Evaluaticn/Jir.plement.ation Committee which can hold its meetings 

at D~r es Salaam for reviewing progress and to sanction expendi

ture budgets. The committee will consist of the Technical tedm, 

t1at ion"l Coordin."ltor, KIBO Pilpt::r re:l · .:mtative and UNI DO repre

scntotive. KIBO will keep minutes and prepare fortnightly pro

gress r~port which can be submitted to UNIDO/TKAI and Ministry of 

rnJ11:;tries arad Ti-J•:le. On t.he r'-=aching of spC!cif ic milestones as 

decided by the committee detailed reports shmJld be prepa1ed. 
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The project budget is listed in detail in Annexure 2, rollowed by 

a cash flow statement in Annexure J justifying viability of in

vestment without taking into consideration the burden of the EADB 

loan. An outline of the project cost is given below: 

US$ 1 = T. SH. 470 

ITEM OF INVESTMENT us $ MILL.T.SH • 

VALUE OF ADDITIONAL MACHINES 391,000 183.77 

Q.C. EQUIPMENT FOR PAPER PLANT 89,000 41.83 

SPARES FOR PUCU ROAD PLAHT 365,000 171. 55 

CIVIL WORKS 55,000 25.85 

COHPUTJ::RS ' OFFICE EQUIPMENT 20,000 9.40 

TRAINIHG ' DEVELOPMENT 30,000 14.10 

PROJECT IMPLEMENTATION COST 50,000 23.50 

TOTAL PROJECT COST 1,000,000 470.00 

The pldnt ' machinery values have been taken from various propo

sals received trom equipment manufacturers in India. The cost of 

quality control equipment, civil works, computers ' spares has 

been t.1kcn from the documenta made available by l<ibo Paper. 

J, TERMS or REFiRENCE 

The T~rms of Reference and the implementation programme are given 

in Ann,..?>mre 4. 

TRIES 
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ANNEIURE 1 

~IBO PAPER INDUSTRIES LTD. 

Fixed asset• (net) 

Currant ••••t• 
St.•.:.ck• 
D~btor• ~ oLh~r advanc~• 

c.dh 5 bank balance• 
Income tax recoverable 

•Less: current liabllitlee 
LC f'.lyable 
Bank overdraft 
Cr&ditor• ~ other liabilities 
Cun·.nt aa.turit.y <if 10119 

term lJan 
Provision for taxation 
Divid~nda paya~l• 

N~t current •••eta 
Long term loan• 

Nott aaaeta 

fu..;. res,Mted by: 
Sh.ar• Cdf>Ll6l 

• 1'·1vancea tow.\rd• share 
c.apit.&l 

s~~tt hcuaing reserve 
Fixrd ••••t• revaluation 

reliarve 
Accumulated loaaa• 

BALANCE SHEETS 

Aa at 
31.12.92 

685,139,625 

470,363,129 
268,582,368 

2,014,196 
29,625,775 

770,585,468 

78,591,608 
43,900,090 

426,922,566 

304,005,798 

34,539,202 

887,959,264 

(117,373,796) 
(246,190,615) 

321,575,214 

248,325,740 

247,279,929 
17, 147 ,000 

137,122,711 
(328, 300, 166) 

321,575,214 

Aa at 
31.12.91 

745,136,155 

lJ9,652,200 
185,048-719 

504,386 
29,625,775 

554,831,080 

43,192,41~1 
228,353,8751 

256,44.i,205 

34,539,202 

562,531,696 

(Value in TSh.) 

As at 
31.12.90 

728,139,226 

294,759,853 
148,079,546 

201,848 
11,686,529 

454,727,776 

26,366,224 
166,762,558 

142,566,221 

34,539,202 

370,234,205 

Aa at 
31.12.89 

734,721,465 

252,212,512 
66,415,412 

115,475 

318,743,399 

9,365,464 
110,037, 510 

108,672,364 
22,113,503 
34,539,202 

284,728,043 

(7,700,616) 84,493,571 34,015,356 
(315,750,208) (345,428,343) (366,~80,160) 

421,685,331 

248,325,740 

247,279,929 
17,147,000 

137, 122, 712 
(228,190,050) 

421,685,331 

467,204,454 

2413,325,740 

120,338,350 
17, 147 ,000 

137,122,711 
(55,729,347) 

467,204,454 

402,356,661 

42,277,000 

234,214,427 
17,147,000 

137, 122, 711 
(28,404,477) 

402,356,661 



ANHEXURE - 1 (Contd.) 

KIBO PAPER INDUSTRIES LTD. 

PROFIT ' LOSS ACCOJNT 

(Value in TSh.) 

For the year ended 
-------- -- -- - ------ -· ---~----------------
Dec. 31, 1992 Dec. 31, 1991 Dec. 31, 1990 Dec. 31, 1989 

Sale• 752,897,532 

Le••: Coat of aalee 521,398,658 

9cro•• profit 231,498,874 

Lea•: Operational expenaee: 

Aci.Aln. • ••tabll•hment 
•il('¥n••• USb, 7ti7, 887 

Selling ~ dietribution expen. 9,416,562 

l"!.n.anclal cha1·c,1tt• ll6,6M1,2bl 

Operating lo•• 

Other incOllla 

Loe• for the year 

e Sale• in US $ 

Lo•••• incurred during the 
period 19e9 - 1~~2 

333,070, 710 

101,571,836 

1,461,720 

100, 110, 116 

2,151,135 

l.36,220,256 

741,514,289 

649,384,757 

92,129,532 

167,266,751 

11,630,363 

67,56':t,OJ2 

266,506,146 

174,376,614 

1,915,911 

172,460,703 

3,223,976 

789,761,298 697,256,176 

614,337,674 594,903,999 

n!',423,624 102,352,'177 

121,733,144 96,925,772 

9,870,570 10,804,990 

72,893,742 39,245,639 

204,497,456 146,976,401 

29,073,832 44,623,624 

1,748,962 8,299,057 

27,324,870 36,324,567 

4,045,908 3,768,956 

APER INDUSTRIES 
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ANNEXURE - 2 
KIBO PAPER INDUSTRIES LTD. 
REHABILITATION INVESTMiNT 

1 $US = 470 TSH 

SL IT.EM OF INVESTMENT 

A. ADDITIONAL MACHINES: 

1. Slitter/Rewinder 
2. Coating machine 
3. Open mouth bottomer m/c 
4. Cuttinq creasing m/c for 

thick~r boards 
5. Printer slotter 
6. Single color offset(Al size) 
7. Folder gluer 
8. Phototype setting 
10. ~hvtoengcaving m/c 
11. Paper bags ' sachet m/cs 
12. Other balancing m/c s 

TOTAL VALUE OF MACHINES 

B. Q.C. EQUIPM£NT FOR PAPER PLAHT: 

1. L & W Crush Tester with attachment 
f.Jr rinJ crush (Lorentzen & Weitre) 

2. Curl & twist tester 
J. An.1lyt.ical L.slaru.:u 
4. Bendtsen roughness tester 

TOTAL VALUE OF Q.C. EQUIPMENT 

C. SPARES FOR PUGU ROAD PLANT 

1. Paper mill machinery 
2. Yurkshop, pumps ' material 

hdndling equipments 
1. Dri~r section, boilers,water 

treatment & electrical system 
4. Spares tor corrugator plant 

'l'OTAL VALUE OF S};>ARES 

D. CIVIL WOIU<S 

1. Effluent control & borewells 
2. Civil repairs at Chanqombc 

TOTAL VALUE OF CIVIL WORKS 

E. Computers & office eqpt. 

F. Training & developme~t 

$ us 

40,000 
45,000 
75,000 

15,000 
35,000 
50,000 
15,000 
25,000 
45,000 
20,000 
26,000 

391,000 

13,500 

64,200 
~,uuo 

5,500 

89,000 

150,000 

125,000 
75,000 

15,000 

365,000 

40,000 
15,000 

55,000 

20,000 

30,000 

G. Project implemant,,llion cost 50, 000 
(including co::..t 01, international consultant) 

TOTAL PROJECT CO ,r 1,000,000 

MILL.T SH 

18.80 
21.15 
35.25 

7.05 
16.45 
23.50 
7.05 

11. 75 
21.15 
9.40 

12.22 

183.77 

6.35 

30.17 
2 •. , j 

2.58 

41.83 

70.5 

58.75 
35.25 

7.05 

171. 55 

18.80 
7.05 

25.85 

9.40 

14.10 

23.50 

470.00 
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YR. 

94 
95 
96 
97 
98 
99 
00 
01 
02 

YR. 

94 
95 
96 
9·1 
98 
9~ 

00 
01 
02 

YR. 

94 
95 
96 
97 
I I .... 
~:J 

00 
01 
02 

MNEIURB - 3 

REPAYMENT SCHEDULE OF KIBO'S EXISTING & NEW LOANS 

1 SOR = 635 TSH VALUE IN MILL. TSH 
LOAN AMOUNT - SOR 2,132,160 (NOV. 1993) @ 12\/ANNUM INTEREST 

OPENING BALANCE REPAYMENT 

1185.51 
1385.51 
1286.55 
1088.62 
890.69 
692.76 
494.83 
296.90 

98.97 

0.00 
98.97 

197.93 
197.93 
197.93 
197.93 
197.93 
197.93 
98.97 

INTEREST 

166.26 
160.32 
142.51 
118.76 
95.01 
71.25 
47.50 
23.75 

5.94 

BALANCE 

1385.51 
1286.55 
1088.62 

890.69 
692.76 
494.83 
296.90 
98.97 

0.00 

CONVERSION OF INTEREST ON INTEREST AS LOCAL LOAN 

TOTAL 

166.26 
259.29 
340.44 
Jl6.69 
292.94 
269.19 
245.43 
221.68 
104.90 

LOAN AMOUNT - SOR 155,524 (NOV. 1993) @ 25\/ANNUM INTEREST 

OPENING BALANCE REPAYMENT 

102.87 
102.87 
95.52 
80.83 
66.13 
51.44 
36.74 
22.04 
7.35 

o.oo 
7.35 

14.70 
14.70 
14.70 
14.70 
14.70 
14.70 
7.35 

INTEREST 

25.72 
24.80 
22.04 
18.37 
14.70 
11.02 

7.35 
3.67 
0.92 

BALANCE 

102.87 
95.52 
80.83 
66.13 
51.44 
36.74 
22.04 
7.35 
0.00 

TANZANIAN INVESTMENT BANK LOAN 
LOAN AMOUNT - 150 HILL. TSH @ 12\ /ANNUM INTEREST 

OPENHIG BALANCE REPAYMENT 

150.00 
1~0.00 
139.29 
117.86 

1)6.43 
75.00 
53.57 
32.14 
10.71 

o.oo 
10.71 
21. 43 
21.43 
21. 43 
21.43 
21.43 
21. 43 
10.71 

INTEREST 

18.00 
17.36 
15.43 
12.86 
10.29 
7.71 
5.14 
2. 57 
0.64 

BALANCE 

150.00 
139.29 
117.86 
96.43 
75.00 
~J.f;,'/ 

32.14 
10.71 
0.00 

TOTAL 

25.72 
32.15 
36.74 
33.07 
29.39 
25.72 
22.04 
18. "7 
8.l1 

TOTAL 

18.00 
28.07 
36.86 
34.29 
.Ji.iJ.. 
2~.14 

26.57 
24.00 
11.36 
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HEW REHABILITATION LOAH 
LOAN AMOUNT - 470 MILL. TSH @ 12\/ANNUH INTEREST 

YR. OPENING BALANCE REPAYMENT INTEREST BALANCE TOTAL 

95 470.00 0.00 56.40 479.00 56.40 
96 470.00 33.57 54.39 436.43 87.96 
97 436.43 67.14 48.34 369.29 115.49 
98 369.29 67.14 40.29 302.14 107.43 
99 302.14 67.14 32.23 235.00 99.37 
00 235.00 67.14 24 .17 167.86 91.31 
01 167.86 67.14 16.11 100.71 83.26 
02 100.71 67.14 8.06 33.57 75.20 
03 33.57 33.57 2.01 0.00 35.59 

TOTAL LOANS,REPAYMENTS AND INTEREST BURDEN 

• VALUE IN MILLION TSH 

YR. OPENING BALANCE REPAYMENT INTEREST BALANCE TOTAL 

94 1638.39 0.00 209.98 1638.39 209.98 
95 2108.39 117.03 258.88 1991.36 375.91 
96 1991. 36 267.63 234.37 1723.73 501.99 
97 1723.73 301.20 1CJ8.33 1422.53 499.53 
90 1422.53 )01.20 160.27 1121.34 461.47 
99 1121. 34 301. 20 122.22 820.14 423.42 
00 820.14 301.20 84.17 518.94 385.36 
01 518.94 301.20 46.11 217.74 347.31 
02 217.74 184.17 15.56 33.57 199.73 
03 33.57 33.57 2.01 o.oo 35.59 
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A._~EXURE 3 (Cont4,) 

fORECM!T. Qr_ 9-P~R~ll()NS .9f ~TPQ..V_ll_ER 
Y.t:AR ENDING 31 DECEMDt:R 

MILLION T~!! 

TEAi 1991 1994 1995 1996 1997 1998 1999 2000 2001 2002 2001 

llET SALES IEV£11iUE a~.oo 1023.50 11n.01 1412.43 1694.92 2033.90 2440.68 2684.75 29S3.22 3241.54 1573.40 

91Altl1Al EXH:llSES (501) 445.00 511.75 588.51 706.22 847."6 1016.95 1220.34 1342.17 1476.61 1t24.27 1186.70 

DIRECT EXKllSES 
DirKt lelN.lr 50.00 59.40 71.30 85.60 89.118 94.37 99.09 104.05 109.25 114.71 120.45 
Elcdricity 96.50 115.80 138.90 166.70 200.04 240.05 211.06 316.16 348.55 383.40 421.75 
i.4:1!r n.10 15.70 111.90 22.70 27.24 32.69 39.23 43.15 47.46 52.21 57.43 
Fu.el 36.70 44.00 52.80 63.30 75.96 91.15 109.38 120.32 132.35 145.59 160.15 

.epilir & ,..interwnce 19.10 21.00 25.30 30.30 36.36 43.63 52.36 57.59 63.35 69.69 76.66 
~ral prr..Ution expenses 10.00 11.00 13.20 15.90 19.118 22.90 27.41 30.ZZ 33.24 36.57 40.23 

TOTAL DIRECT EXPEM~S 670.40 771.65 908.91 1ovo.n 1296.02 1541.74 18l5.93 2014.57 2210.82 2426.44 2663.35 
---··- ---- - ------------

~JIUrACTUlllMG 0V£RMEADS 

F•,•ory etaff aalariea 

& "•:.t•• llY.IJU J,._,u 4 I .t.IJ 'IU.lllJ .,, ........ 'l'I. 11 ')/.1111 t.U. /d 61.DI 6f.UU fU.J6 

o .. ,.a, I ill i c.n 78.90 54.20 65.00 71!.00 711.00 71!.00 711.00 711.00 711.00 711.00 711.00 
Oll1er overhe.de 24.90 27.40 32.90 39.50 41.48 43.55 45.73 48.01 50.41 52.93 55.58 

TOTAL MANUFACTURING O.H. 132.80 116.30 139.50 167.50 171.98 116.61 181.61 1116.19 192.23 197.94 203.94 

Cu~T Of SALES WITH 
l~~EiNAL TRAN~FER 803.20 894.95 10411.41 1258.22 1467.99 17111.41 2017 .54 2201.36 2403.05 2624.ll 2167.29 

le5~ intern.I tro111&fer 138.t.O 152.46 167.71 201.25 241.50 289.80 347.76 382.53 420.78 462.86 509. 15 

~CTUAL COST Of SALES 664.60 742.49 880.71 1056.97 1226.50 14211.62 1669.78 11118.83 1982.27 2161.52 2358.14 

lillOSS PIOflT 225.40 281.01 296.32 355.46 468.42 605.28 no.90 165.92 970.95 1087.02 1215.26 

---
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YEM 1991 

ADMINISTRATI~~ EXPENSES 

S•l•ries 8nd Ma~CS 23.50 
Oefl'Ki•tion 4.00 
lef)olir & Maintenance 12.60 
M;.na ;<!?llent fees 13.20 
Gener•l E•pen1>ca 191. 70 

fCRECAST OF OJ>ERATIONS __ 9_¥ _ _lt!!'O PAPER 
X.~AR £HP.ING 31 DECEMBER 

MILLION T~H 

1994 1995 1996 1997 1998 1999 2000 

28.20 ll.90 40.70 42.74 44.87 47. 12 49.47 
4.00 4.80 5.40 5.80 5.80 5.80 5.80 

12.60 15.10 18.10 19.01 19.96 20.95 22.00 
17.10 20.70 24.713 25.94 27.21 28.59 10.02 

181.40 192.57 202.20 212.11 222.92 234.07 245.n 
----------------·-------- --------
EXPEll~ES 247.00 245.30 2b7.07 291. 10 305.78 320.78 336.53 353.07 

e 
StlLING I DISTRIBUTIYN 22.25 25.59 29.43 35.31 42.37 50.85 61.02 67.12 
WOllKlllG CAPITAL lllTlREST 15.00 25.00 30.00 35.00 35.00 35.00 35.00 35.00 
T£kM lOAll INT~RCST 120.00 209.98 258.88 234.37 198.:U 160.27 122.22 84.17 

IUIAL Of'lM~llll~ tl~l11$ll 401. 2'5 505 .87 585.38 .,,115. 78 581.48 !)66.9\J .,,.,,4.17 5Jv.J5 

NET OPE~ATING PROFIT -178.85 -224.86 -289.06 -240.32 -113.07 38.38 216.13 326.57 
OTHER U1r.'-"E 11.00 20.00 24.50 23.00 30.80 33.88 37.27 40.99 

-· ------ - ------ ---- - ·- - . -- ----- -··· --
•ET PRoflT llEFOilE TAX -1t.7 .85 -204.86 -264.56 -212.32 -32.27 72.26 25LJ9 367.56 
TAX Pk0VISIOllC35X) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 128.65 

llET PROFIT AfllR TAX -167.85 -204.86 -264.56 -212.32 -82.27 72.26 253.3'1 238.92 

FKuflT BEFCJli( DEPRECIATION 
6 lllTEAEST 35.05 63.32 64.12 105.45 199.86 316.ll 459.41 535.53 

TEkM LOAN REPAYMENT 0.00 0.00 117 .Ol 267.6] 301.20 301.20 301.20 301.20 -- -- -·- - --·----------------·-·----·--·-- ·-
DEBT SfllVICf COVERAGE 

RAllO 0.29 0.30 0.48 0.74 1.00 1.34 1.80 2.17 

2001 2002 

51.94 54.54 
5.80 5.80 

21.10 24.26 
11.52 31.10 

258.06 270.97 

370.43 388.66 

73.81 81.21 
35.00 35.00 
46.11 15.56 

525.37 520.4J 

445.58 566.59 
45.09 49.60 

490.67 616.19 
171.74 215.67 

318.94 400.53 

620.59 71'.i.55 
301.20 184.17 

2.65 4.50 

NOTE: 1) 1!;\ GROWTH RATE IN SALES TJJ.I, 1995 CONSIDERED, 20\ 
1'11.L l~'J~ AND 10\ J.J\'l'l':H 

2) FROM 1996 THE PAPER PLANT CAN WORK AT HIGHER 
CAPACITY AFTER THE PROPOSED INVESTMENTS 

2003 

57.27 
5.80 

2S.47 
14.76 

284.51 

407.81 

89.33 
35.0ii 
2.01 

534. 16 

681.10 
54.56 

715.67 
257.48 

478.18 

121.48 
Jl.57 

24.0] 



• 

ANNEXURE - t 

TERM~_OF REFERENCE 

l. Project title: 

Rehabilitation of Kibo Paper Industries Limited, Dar-es-Salaam, 

Tanzania. 

2. l!._<!ckl)round information: 

3. 

As outlined in the rchabi litation diagnostic carried out by 

US/UT/RAF/91/173 for Kibo Paper Industries Limited, the Company 

ia in urgent need of rehabilitation. 

The main rehabilitation objectives are: 

I Bring the plant to maximum capacity utilisation by balancing 

the equipment and replacing all outdated equipment. 

I Strengthen the marketing set up for distribution and sale of 

the increased production. 

# Improve the ovecall profitability of the unit so that it can 

generate fundc to service borrowings. 

The outputs required for successfully implementing the rehabili

tation programme are listed below. 



• 

• 

4.1 Outgut l: 

A complete technical and financial feasibility report based on 

the proposed investment t.:.sing forecast of increased output. 

P&tivities for Output t: 

a. To fix production targets based on markets. 

b. In association with the General Manager (i) assess the vi

ability of modernising the existing paper and printing plants, 

(ii) list new equipment required as necessary, (iii) prepare 

estimates of costs. 

c. To collect details of suppliers, obtain quotations and deliv

ery schedules. 

d. To prepare a detailed project report based on final prices. 

e. Select vendors for supply of equipment, spares and consuma

bles in consultation with General Manager and UNIDO Country 

Director (UCO), Dar-es-Salaam . 

t. Assess fin3nCidi releases required for implementation. Budget 

approvals should be taken from UCO. 

4.2 output 2: 

Procurement, inspection, delivery and erection/commissioning of 

equipment and completion of civil work. 

-·-----------l<IBO PAPER INDUSTRIES 
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Activities for output 2: 

a. The international consultant in association with the local 

consultant, General Manager and Engin~~ring Manager will form a 

committee for selection of suppliers, placement of orders, 

release of advances and inspection of and certification of 

equipment. Equipment should be accepted only after inspection 

and satisfactory trial runs. 

b. The consultant team will provide direct assistance to the 

factory management during the erection and commissioning period • 

c. On erection of equipment and during commissioning/test pro

duction period the international consultant should prepare an 

implumcntation r~port. An int>pt!ction dt thi1:1 1at;.c1ge by UNIDO ia 

reco1umeraded. 

4.3 Output J: 

Stabilising production, improving management information systems 

and developing a strong finance and marketing team • 

A~tiY.iti~_t2r Qutpyt J: 

a. The international consultant will work with factory produc

tion / engineering staff for stabilising production. 

b. The international consultant will work with the marketing 

staff for improving distribution and marketing efforts. Funds 

management will also have to be controlled in association with 

the Finance Manager. Training of production staff should be 

included. 

KIBO PAPER INQUSTRIES 



5. lh1~QllrulJ2L con.:;u lt diltJi: 

• The international consultant should have managerial background 

preferably in the paper, printing and packaging industry and 

expertise in turn-around and rehabilitation of sick industries. 

* The local consultant should preferably be an engineer with ex

perience in paper and packaging industry with special reference 

to maintenance;project experience. 

6. puration of the project: 

The duration of the project is estimated at 100 days. 

The international co, ...• ltant will spend (a) 40 days in the 

factory at the time of ordering of machinery, revamping of 

buildings, revitalisation; (b) 30 days at home office on reha

bilitation follow up work and (c) 30 days at the factory at the 

time of installation and re-commissioning of the plant. 

The local consultant will spend 100 days at the factory assist

ing in the rehabilitation programme. 

7. D\JtY st.1tion: D.ir-cs-S.iL1Jm, 'l'anzJniJ 

8. Language: English 


