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REFACE

As part of the programme of the Industrial Develooment Decade for Africa,
UNIDO's Regionai and Country Studies Branch is issuing a series of studies
determining both the maijor oroblems of African manufacturing and their
potential for regenerating the sector. The aim is to outiine poiicies and
measures that may resuit in overail improvements and to identify individual
plants for assistarce. W#hile carlier documents in the series deal with key
issues and continent-wide anaiysis, this report and similar studies on Zamiba
and Angola are the first in a series of country-levei diagnostic surveys om
the rehabilitation of African manufacturing industries.

The surveys are economic and policy diagnoses of the industrial sector in
selected countries. They provide estimates of resource requirements for
selected industrial plant rehabilitation, as well as assessments of expected
results from such rehabilitation. The surveys also provide contributions
towards the formulation of sectoral, national and regional poiicy measures and
institutional developments, and the identification of full feasibility studies
and advisory services which may be required as part of the follow-up.

Tne presen.t report is a diagnostic survey of rehabilitation needs in the
agro-industries sub-sector of the Liberian manufacturing industry. The report
focuses on the plants in the vegetable processing, wood processing and meat
processing/animal feeds branches. Apart from suggestions to improve the
performance of these plants, the report also contains suggestions for
improvements at the sectoral and general policy levels.

The report is structured as follows: Chapters 1-&4 present an overview of
the economic policy and institutional eavironment in which plants operate at
the national, sectoral and sub-sectoral levels. Chapter 5 discusses the
selection of plants, after which Chapter 6 provides background information on
the branches to which these plants beiong. Chapter 7 is an in-depth analysis
of the rehabilitation needs of three speci:lly selected plants, and contains
confidential material. General and plant-level findings and recommendations
are then summarized in chapters 8 and 9, and the report concludes with a
summary of project concepts, Chapter 10.

This report was prepared at the request of the Liberian Government by a
UNIDO field mission which visited Liberia from 7 January to &4 February 1989.
The members of the team were: Mr. George Assaf (team leader), Regional and
Country Studies Branch, UNIDO and UNIDO consultants: Mr. Bjorn Almquisct,

Mr. Jan Bjoerk, Mr. Lindsay Haines, Mr. Christopher Konnneh, Ms. Micaela
Maftei, Ms. Helen 0°'Neill (acting team leader, 14 January to 6 February) and
Mr. Graham Smith. As part of its work programme, the mission heid meetings
with senior officials in key ministries and Government agencies - in
particular the Ministry of Commerce and Industry which acted as the Government
focal point for the mission - senior representatives, managers and technicians
of private and parastatal enterprises, and with resident representatives of
Liberia’'s development assistance partners, including USAID, the USAID-funded
operational experts (OPEX) team, and the Eurcpean Community. Consultations
were also held with the UNDP Resident Representative and field officers. A
list of institutions and persons met is to be found in Annex 2.
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Senera: “ountry Caformation

Area: 111,400 km®
Population: 2.35 million (est. 1987); growth race (1980/85): 3.3 per cemt

Main towns: population in thousands

Monrovia 4330 (1986 estimate)
Gbarnga 30 (1984 estimate)
Zchien 15 (1984 estimate)
Buchanan 24 (1982 estimate)
Harper 12 (1982 estimate)
Greenville 10 (1982 estimate)
1985 GDP at current prices (1$ milliom): 811.2 (1987 estimate: 907)

1985 GDP at (1980) constant prices (L$ million): 797.2 (1987 estimate: 821)
1985 Real GDP growth rate (%): -J.9

1985 GDP per capita (L$): 370

1985 GDP per capita at (1980) coastant prices (L$): 364

Origins of GDP 1985 (2 of total)/components of GDP 1986 (% of total)

Agriculture 19.4 Private consumption 64.3
Mining and quarrying 19.2 Public consumption 13.1
Manufacturing 8.2 Gross fixed capital formation 11.1
Construction 3.8 Change in stocks 0.8
Government services 16.1 Exports L4 .4
Other services 33.3 Imports of godds and services -35.8

1987 Exports (f.o.b. million L$ estimate): 291.1
1987 Imports (c.i.f. million L$ estimate): 233.8

Currency 1$:US$

(October 1988 parallel market rate: US$L = L$2.3)

1986 total external debt disbursed: US$1,002 million

1985 total debt as percentage of GDP: 112 (1986 estimate: 121)

1985 Life expectancy: (men) 49 years, (women) 52 years

1985 Infant mortality rate: 12.7 per cent

School enrolment: (males) 95 per cent, (females) 57 per cent
Languages: English, Golla, Kpelile, Mande, Kru and other
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The L:iberian economy can be described as a dual eccnomv. Mos:z of the
populaticn is engaged in subsistence agricuiture. Ia the formal or monetized
sector, activity is concentrated on the Jroduction of iron ¢re and rubber,
which are exported with very little processing. The Government of Liberia
(GOL) has estimated rurai incomes in the mid-1380's at US3160 per capita;
average per capita inccme in the formai sector was estimated at US$1,620. The
manufacturing sector is very small, wich a 1986 CDP share of 7.1 per cent and
a gross output of US$60 million im 1985. It is mainly engaged in the
production of light consumer goods for the domestic market. Diagram l.1
provides a general overview of the economy, showing GL? figures and sector
shares for the 1966-1986 period>”. An overall contraction of the economy is
visible since 1979. The expanding share of agriculture is an indication of
the development problems of the non-traditional sector, which will be analyzed
in detail below.

Liberia's "open-door” policy permitting the inflow ard outfiow of Zoreign
capital and profits has attracted a number of large foreign investors, main.y
active in the producticn of primary products for export. 2ubiic ownership in
enterprises is limited. Exports are dominated by iron ore., rubber and logs
(see Annex Table i), wnich together have accounted for 83-23 per cent of
export earnings :hroughout the i980s. Irom ore is the single maior export,
although its importance is declining as a result of the depietion uf current
expolited ore deposits. The non-traded formal sector consists of
manufacturing, construction and government services, supported by a monetary
and financial system which has utilized United States currency as legal tender
together with the Liberian dollar. The introduction of Liberian coins in 1981
has led to increasingly diverging official and paralle.: market exchange rates
between JS and Liberian currency.

The Liberian economy has experienced severe difficulties in the 1980s.
The country’'s financial and economic problems were exacerbated by measures
such ag the huge expenditures for hosting the Organization of African Unity
(OAU) Conference in 1979. Hcowever, there are underlying and interlinked
structural factors wnich account for Liberia's continuing difficulties: the
contraction of general sectoral production, the worsening terms of trade, and
the unpalanced nature of Government figcal operations, and the accumuiation of
domestic and external payment arrears.

1/ ' It should be pointed out that data on the Liberian economy are not always
. reliable. It was not until 1987, for exampie, that serious attempts were
. made to intruduce systematic public accounting. This should be kept in
» mind when interpreting the diagrams and tables in the study.
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As Table 1.1 shows, GUP decreased in real terms (1971=100) from ©S$366.2
million in 1980 to US$316.2 million in 1986. Export-oriented activities
exverienced a stronger deciine than the domestic-oriented market. The
strongest decline occurred in iron ore mining: its value decreased Irom
S$106 million in 1980 to US$75.9 milliom in 1986, which accounts for 30 per
cent of the overail decrease in GDP.

By 1986 the downward trend had virtually come to a halt, with GDP
declining by less than 1 per cent since the previous vear. The main cause of
the reiative improvement was the increase in the value of rubber and timber
production. Preliminary information avaiiable in the size and composition of
GDP for 1987 and '988 indicates that the continued good performance of rubber
and timber exports has resulted in a further stabilizatioa of GDP.

Table !.l: Gross demestic oroduct statistics. (380 to :33§
(selected years)
(in million US dollars at 1971 prices)

1980 1982 1984 1986
Export-oriented sectors 174.0 155.0 141.1 147.9
Agriculture 63.0 36.0 6L.4 68.9
Rubber 21.0 22,6 30.1 3..8
Forestry 23.0 10.6 10.6 16.3
Other 19.0 22.8 20.7 20.7
Mining and quarrying 111.0 39.0 9.7 9.0
Iron ore 106.0 91.8 75.7 75.9
Other 5.0 7.2 4.0 3.1
Domestic-orientad sectors 192.2 187.6 180.2 168.3
Manufacturing 26.0 21.2 20.5 20.4
Construction 15.0 17.8 13.3 13.7
Government services 39.6 47.8 7.0 &4 .0
Other services 111.6 100.8 99.4 90.2
Gross Domestic Product at factor cost 366.2 352.96 321.3 316.2
Indirect taxes (net) 45.2 46.5 40.6 37.6
Gross domestic product at
market prices 411.4 385.1 361.9 353.8

Sources: Ministry of Planning and Economic Affairs (MPEA) and IMF.

1. Trade

Liberia’'s trade balance has remained positive over the years, regardless
of whether overall trade expanded or contracted. However, prices of imports
have increased faster than those of exports (see Table 3.5 for 1983-1987
figures); as Diagram 1.2 zhows, there was a downward trend in Liberia’'s terms
of trade until the beginning of the 1980s. The terms of trade index fell from
over 150 in the early 1970s to approximately SO in 1981, the downward trend
levelling off after the major fail related to the 1973 oil shock. There was
some improvement in the terms of trade in the early 1980s, but it was not
until '1986 that the index again stood at 100, largely due to higher rubber
prices. L ! ! |
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Since Liberia is such a highly import-dependent economy (especially with
regard to manufactured goods and industrial inputs), the deciine in its :erms
of trade has been a major cause of the economy's problems. The need Zor an
uninterrupted supply of essential imports has placed an increasing burden on
the export sector.

1.3 dqgplic fizances

The relative improvement in overail economic perfcrmance, as reflected by
the stabilization of GDP, is aot reflected in a comparable improvement in
Government finances. Table 1.2 shows that there has been an increase in the
GOL budget deficit over the period 1982-1988. The overall deficic, on a
commitment basis, rose from :$91.3 miilion in 1982 to L$156.7 miilion in
fiscal vear 1987, the last vear for which full information is availablz2. The
available information shows that, although total revenue nas returmed to the
levels of the early 1980s (reportedly attributed to improvements in the
taxation and revenue callection systems), the amount received in grants from
foreign donors has dropped by over 50 per cent, from L$41.4 million to 1$19.5
million. The 1989 budget foresees a continuing growth of revenue to L$280.8,
vithout presuming any significant rise in the amount received in grants from
foreign donors.

cable ..2: Selected data on central governzent operatioens
(in million Liberian dollars)

FY tY FY Y
1982 1987 1988 1989
(est) (GOL budge:)

Total revenue and grants 279.3 210.4 240.9 280.8
Total expenditures 370.6 367.1 418.4 385.9
Overall deficit 91.3 156.7 177.5 105.1

Source: Ministry of Finance,

The rise in expenditure is mainly due to rising interest payments and to
non-budgetary expenditure included in the budget figures. According to the
Ministry of Finance, the former rose from US$37.8 million in 1982 to US$140.8
million in 1988.

In 1988 extrabudgetary expenditures consisted mainly of loan repa: :nts
and interest payments to various Liberian banks amounting to L$66.2 milliom.
A different Ministry of Finance/IMF source identified additional extra
budgetary spending amounting to L$145.4% miilion. Extrabudgetary operations
are a prominent element in the GOL's financiai management; in 1988 the most
important means of financing these operations were: debits of tax severance a:
banks (the banks collect tax on behalf of GOL), medium-term loans at the
National Bank of Liberia, and fees paid by the logging and petroleum-refining
industries.

l
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There has been a marked decline in development expenditure througn the
years, irom L3%6.4 in 1982 2o [$23.7 miilion in i988. wages and saiaries in
the “overnment seczor have aiso Jecreased significantly, partly the resuit of
a long vage freeze, wnich has tended to make it gifficult for the GOL o
attract qualified personnei. The 1989 budget shows that overall Soverament
expenciture is expected t0 decrease, although spending ou development and the
vage bill will not. The Government projects a slight increase in interest
payments, but no extrapudgetarv spending. -

The budget seficit was financed largely through the issuance of L35 coins
and through advances by the National Bank of Liber 'a (NBL). The evideat lack
of confidence in this Liberian currency, together with the recurring balance
of payments deficits, ied to a strongiy reduced availability of US dollars. A
parallel market for US currency emerged, creating a two-tier financial system
in which the US dollar is traded at a substantial premium, although rthe
official rate cf exchange is stiil l:1. 3y December 1988, the US dollar was
trading at 2.15 Liberian dollars in the parailel market. Only a small share
of transactions - those controlled by the authorities - now takes place at the
official rate.

[.1.4 Exteranadi debt sad the dalince of pavments

As shown in Table 1.3, the external debt grew siowly until the
®id-1970's, but then trebled in the latter half of the decade, reaching US$600
miilion by 1980. The reduced rate of growth in the 1980s is in part
attributable to decreasing confidence in the economy and in the Government om
the part of external lenders. Nevertheless, total debt rose to US$1,626.2
million by 1987, approximateily 130 per cent of GDP. The debt service ratio
increased from 13.4 per cent in 1982/83 to 40.9 per ceat in 1985/86 and 57.2
per cent in 1987, in spite of several reschedulings. Even a much lower rate
would be likely to cause severe problems in the Liberian economy, wnich needs
to retain as much as possible of its foreign exchange earnings to finance
essential imports. Not surprisingiy, therefore, large arrears have
accumulated since the mid-1980s. The estimated external arrears amounted to
US$617.7 million in 1987 and are projected to reach US$890.3 million in 1988
(see Annex Table 2). In fiscal year 1987, arrears to the IMF alone were
estimated at US$266.3 million, while arrears to other multilateral
organizations, inciuding the World Bank, amounted to US$72.9 million. Since
1986, ail lending by -he IMF to Liberia has been suspended and the World Bank
closed its office in Monrovia.

The increasing debt-service burden is the main factor responsible for the
overall balance of payments deficit, which rose from US$73.6 miilion to
US$168.2 million over the period 1983/84-1987. Thus, wnile the trade surplus
rose from US$20.8 million to US$56.3 million, zhe current account deficit grew
from US$26.5 million to US$47.7 million, mainiy as a result of increasing
interest payments. The deficit on the capitai account (which includes debt

, amortization) increased from US$47.1 miilion to US$120.5 million over zhe same
1983-87 period. Debt servicing thus offset ail the gains generated by che
| surplus of exports over imporcs.
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-t should be noted that, with regard :o the Irade dalance, the growth of

imports is much faster than that of exports. This seems partly the resuit cf
renewed ccnfidence in the economy, as the decrease of GDP bottoms out and
demand for imports ra=covers. it is by no means clear, however, that the
growth in imports has led to an equivaient improvemsent in the avaiiabilizv of
goods aeeded for renewed 2conomic growth such as inputs, esquipment, or spare
Jarts.

Cibie ..2: Txterag! aup.it dent
(in million US$)
1982/83 1983/84 !384/85 1985/86 1986 168,

Disbursed and outstanding 370.0 357.9 1,070.0 1,280.0 1,389.7 1,626.2
Debt service 52.0 95.9 +39.0 187.0 218.3 4bL.3
Interest (57.0) (47.0) (61.0) (79.0) (86.3) (103.1)

Principal amortization (13.0) (48.0) (69.0) (108.0) (132.0) (l&l.&)
Debt service (as 1 of

exports of goods and

noniactor services) i3.4 20.0 27.3 0.9 50.1 37.2

Source: Data provided by the ministries of Finance, and Planning and Economic

Affairs.

lecent poiicy ckinges and their imvact

In recognitiol of the deteriorating economic situation, the GOL has

instituted a number of policy initiatives since the mid-1980s. These include
the establishment of the Economic and Financial Management Committee (EFMC) in
1985, the preparation of the Economic Recovery Programme (ERP) in 1986, and
the signing of a counterpart management agreement with the tS Government.
Under this agreement, seventeen operational experts (the so-called OPEX team)
were sent to Liberia in 1988 to help improve the financial management of the
public sector.

Y I She Zeozomic iad

inzaCial Marzgemeat Com=itte2 (2:¥C)

The EFMC is chaired by the Minister of Finance. Membership includes the

Minister for Planning and Economic Affairs, the Governor of the National Bank
of Liberia, the Director-General of the Budget, the Minister for Presidential
Affairs, and the Ministers of Agriculture, Justice, and Lands, Mines and
Energy. Its stated cbjezzive was to "...ensure the enforcement of the
(revenue and finance) laws and the implementation of ...fiscal policies™.

Although the EFMC was cnarged with responsibility for economic and

financial policy co-ordination, and with overseeing che Bureau of Concessions
and State Enterprises, it can point %o only modest achievements. The
Committee recommended an Executive Order which would provide strong
enforcement instruments for budgetary conctrol, although the version of the
Executive Order that actually became effective did not deal directly with this
issue. [ts activities have for the most part been limited to what has oveen
described as "crisis management”.
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The ERP was drawn up in :986 and s -ased iargzely on zhe 1981-:985 Plan.
its main objectives are as Zuilows:

- To improve the economic siatus of :the population and expand
employment in the economy;

- To improve the Government's ability to meet its finmanciai
obligations, particularly with regard to development objectives;

- To improve the productivity of Liberian farmers in :the main food and
cash crops;

- To improve the management of the public sector as a whole and rzduce
the role Jaf the State in economic activity, zmong others, by
privatizing public enterprises;

- To diversify and expand the industrial base;

- To develop indigenous entrepreneurial capabilities, particularly in
the small- and medium—-scale industries.

In pursuit of the above objectives, the Csvglnment gave assurances to the
private sector that:

(a) Existing policies governing remittances of profits and investments will
continue in line with the liberal policies of the Government;

(b) The legal system and applicable labour laws will protect the legitimate
iaterest of iavestors, as well as encourage the expeditious soiution of
labour disputes; ‘

(c) Agreements and contracts between the Government and private enterprises
will be striczly adhered to and implemented in a manner promoting the
effective operation of private sector enterprises; and

(d) The Investment Incentive Code (see Sectién 2.3.1) will be adhered to and
administrative delays in the approval of‘projects reduced.

The measures for promoting enterprises ih the private seczor include the
provision of economic information zo investors, protection against excessive
foreign competition, and preference to local industries in the Government
purchasing programme. Other important components are: entrepreneurship
development, improved investment promotion facilities and investment
incentives, and increased emphasis on promoting small- ind medium-scale
enterprises. Table ..4 shows the projected distribution of ERP funds among
programmes. [t is clear that foreign sources cf finance are expected to cover
the larger part of expenditure under ail sectoral heads.

Through the ERP, output, productivity and debt servicing are to improve
as a result of the recommended correction of the public finances. The general
improvement in economic performance and public sector management, in tura, is
to stimulate the inflow of external financial resources. In other words, the
ERP recognizes that correction of the public finances is a precondition to
economic recovery and the resumption of growth and development in the economy.
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with regard to agricultyre, the most Important sector, the ERP seeks "3
increase the volume and vaiue cf all exports and to reduce the cuantity of
focd imports in order tu earn ang save more foreign exchange™. The vaiue of
agriculitural exports :zam e increasea thrcugh increased pruductinn and
improved marketing practices, as well as through additionai procersing of
additional processing of agricuiturai produsts.

The ERP's agricuitural policies are tased on Liberia's 1986 Green
Revolution programme, the orimary obiective of which is the attainment of food
seif-suifficiency. Its stated Zoais are o "recrsate an awareness of the
importance of agricuiture > national weil-being and to increase zgricuitural
productivity. The gverail goql is cthac Liberia as a nation will feed herself
and produce export crops -hat would contribute 2o the growth ¢f the natiomal
economy.” \\

In implementing the Green Révolution, the following approaches are
envisaged: 1) establi:shment within each county of a uni: which will provide
supervised credit packages to farmers; 2) involvement of agriculturally
trained graduates with a college degree, or its equivalent, as farmers in
their county of origin; 1) infrastructural development; and 4) development of
"nucleus estates” to group crops that are appropriate for the region.

Under the heading of Industrial regeneration, the ERP includes the
following proposals:

- The privatization of state enterprises o enhance their efficiency
and productivity, and to reduce their dependency on Govermment
finance;

- The commencement of 2 studv tc improve rubber processing capacity,
including that of the Rubber Corporation of Liberia (RCL);

- Support for the expansion of the manufacturing of =il palm products
and other food products in order to save foreign exciange;

- Support to the forestry sub-sector to increase processing of wood
products for both the domestic and export markets, which would both
save and generate foreign exchange.

The ERP programmes cannot be successful unless there is a strong
commitment on the part of the Government to improve its institutional
infrastructure and financial situation. Even if these can be achieved, the
programmes are likely to exceed the country's presently available means. Due
to the lack of confidence in the GOL and the economy, foreign socurces of
finance - which are essenczial for all ERP programmes - have dried up. A 1983
Economic Commission for Africa (ECA) mission report suggests that, given the
financial difficuities and the shortage of quaiified manpower, pilot projects
should take the piace of attempts at a general overhaul of the economy.
Reviewing the restructuring eifort, the ECA mission report makes the following
commencs : ! ! ‘
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“civen Liberia's structural Imbalance, lmpliicit In many ciiags, including
lack 5 iIntegration between the moneza vy and subsistence sectors, we are
coanvinced that, in addition o effarts aim:d at the Iron ore, rubber and
{orest sectars - which in the past wers the maim sources Jf gZrowth and Ioreiza
exchange earnings to the country and are likely to remain s0 even for some
zime t0 come - there is an urgent aeed Ior diversification =22Igrzs zimed at
developing additional exports in the agricuitura: and agro-industrial sectors
and to subDstitute for many of the =2xisting food imports. This is indeed the
number one priority. Agro-processing and agro-ailied industriai development
is at its infancy, and very little nas been done so far to hook up agriculture v
o industry; but this must be done in order o create enlarged demand for the
products of agricuiture. The re-ordering of food tastes and habits must aiso
be accompiisihed in order for greater foad seif-sufficiency o prevail, such
chat the countrv will begin to consume what it produces locaily. The number ,
two priority is rurai development. Liberia is basicaily rurai, hence the
transformation of the rural sector forms an inevitable basis of national ‘
developmenct since oniy a prosperous rural sector can provide a self-reiiant

base for the economic development of Liberia.™="

As Table 1.5 shows, a total of [$2.4 miilion is to be made available fcom
both GOL and foreign sources for these surposes in 1986/87 through 1988/89. \

l

vsbie 1.4: Zcoromic ReCovery d-ogrizze cortiagenly 0isd - 3moqnts to se 3.:otted
(in millions US$)

Sectors 1986./1987 1987/1988 1988/1989
Proijects GOL FOR GOL FOR GOL FOR
Agriculture 9.6 25.8 3.1 25.1 3.1 25.1
Industry - 1.0 0.2 0.5 9.2 9.5
Energy - - 1.0 12.0 1.0 2.0
Transport and communications 4.3 19.0 2.8 19.3 3.3 15.4
Water and sewer - 5.0 0.4 3.6 0.3 3.6
Regional and urban developmeat 0.5 2.8 0.5 2.3 0.5 2.8
Education and training 1.4 3.1 l.4 9.0 1.5 3.0
Health and social welfare 0.7 9.3 3.4 9.3 0.3 -
Manpowver 0.3 2.5 0.6 3.7 0.6 3.7
State enterprise - 0.5 - 0.5 - -
Houging?’ - - -~ - - - '
Total 16.8 69.0 10.4 9.2 17.3 72,1
Contribution to !
international organizations 1.1 - 1.1 - - -
Grand total 17.9  69.0 11.5 90.2 17.3 72,1 "

Source: Economic Recovery Programme

a2/ Funded by National Jousing Authority
GOL = Government of Liberia contributipn
FOR = Foreign sources of finance

'

1/ UN Economic Commission for Africa - Libéria. Report of an S5CA Fact
! Finding Advisory Team, 16-30 sanuary 1988, ECA/RA/1988/1.

!
|

[ I
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_ir:le iInformation Is available regarding the achievements of the ZRP,
which is not :ven meniioned in the most recent publications. The ECA
conclufes chat Irs success has teen “very _imited”™ so far and that
"non-imp_ementatiou” has Deen & serious probdlem.

| T:e Ooersticzi. Ixzects Tesm fUIY)

The OPEX team was brought in by the EF¥C o assist in budgeting,
expenditure control, financiai flows and accountapility, including :he
development of a management information system. Its achievements :iInciude
reducing payment arrears (including civil service wage pavments), improving
the system of public accounting, ending cenctral bank fipancing of Government
activities, Improved revenue cuilection, and establishing an information
system Ior expenditure conrrol. However, OPEX did not accomplish its primary
goai of inducing the Government to control its level of total expenditures.
Provisions in the JPEX agreement calling for a halt to extrabudgetary revenues
and expenditures iave not been impiemented. Other terms of the agreement,
such as those deaiing with budgeting, auditing and restructuring of major
public enterprises, also were not carried out during the period of OPEX
involvement.

A | Carrent jirectior of policy

The Govermment of Liberia recently announced a strongly-worded policy for
dealing with extrabudgetary revenues and expenditures, in recognition of its
increasingly serious consequences for the Liberian economy, as has been
emphasized by its bilateral and multilateral aid partners. President Doe's
Annuai Message 0 the legisiature, on 27 January 1989, and later statements
emphasized that revenues and expenditures are to be contained within the
budger, and that such “"financial discipline” was to be enforced.

The President’'s annual message alsc reaffirmed the Government's
commitment to privatize certain state enterprises, and to establish a 3usiness
Development fund o provide loans to small businessmen.

Another receat policy measure announced by the President of Liberia in
January 1989, which directed all exporters to use the commercial banks to open
Letters of Credit, should have the effect of identifying the quancity and
value of total exports and total proceeds from them. This should result in an
increase in the amount of foreign exchange available for essential imports.
However, the reali impact of this scheme depends on the introduction of a
control system that prevents under-invoicing in an effective way.

2.3 She internatiscna. 3nd cegiozal coatexts

Jilaters. jeve.opmast assistiace
The ERP's dependence on foreign {inancial resources shows the importance
of international development co-operation. Annex Tablc '3 shows that the
United States'is by far the largest aid donor, followed by the Federal
Republic of Germany and Japan. This dependence on bilateral, and to a lesser
extent and multilateral, 'aid has exposed the GOL to increased pressure with
respect to ics economic policies. Mounting arrears on previous borrowing
caused a number of donors to suspend disbursements in 1985-1986. ' USAID
disbursements (with the exception of food aid) were suspended during 1986.

Py
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Availabie information suggests :that orficial cevelcoment assistance was down
z0 US330 million in 1987. aid agreements were signed with Romania and Canada
and with the European Community {EC) under Zome III. Other agreements were
made in 1988 with Japan, france and the USSR.

A T4 Jalztiong wwith zu.tilsterz, iagtitutions

The most important multilateral finamcial organizations to which Liberia
pelongs are the IMF, the wWorld Bank and the African Development Bank (ADB).
Liberia benefits from biarnual Article IV consultations, but presently does
not receive financial assistance from the IMF, which in 1986 declared Liberia
ineligible for further IMF resources due to the accumulation cf payment
arrears. Liberia’'s reiations with the World Bank group are also strained; due
to the accumulation of arrears, the 3ank has suspended disbursements o
development projects which it had previously financed. Liberia is also in
arrears in payments to the ADB.

Although Liberia is not a member of UNIDO, a number of industrial
development projects have beea initiated in the country. The Annex contains
lists of both UNIDO's operationai and pipeline proiects. :In 1988, a UNIDO
sponsored seminar was held in Monrovia to discuss industrial development
problems within the context of the Industrial Development Decade for Africa.
Recommendations from the seminar included improvements in policy-making and
execution, a review of the tariff structure, and a speeding up of the adoption
of the revised Investment Incentive Code. |

Within the Fourth UNDP Country Programming Cycle (1987-1991) multilateral
technical assistance to the industrial sector is to be provided through the
Ministry of Planninz and Zconomic Affairs (MPEA), state enterprises and the
private sector, as well as in the fields of upgrading technical and managerial
skills and a piiot employment project.

1.3.1 leqianal economic co-coerstian

The growth of regional markets could pla; an important role in the future
development of Liberia’'s economy, since the domestic market is too small for a
strong expansion of the manufacturing sector. Liberia is a member of a number
of regional organizations, including the Economic Community of West African
States, the Mano River Union, West African Clearing-House, and West African
Rice Development Associatinn.

(i) Economic Community of West African States (ECOWAS)

, ZCOWAS was established in 1975 by 16 countries in West Africa. The main
objectives of ECOWAS are the achievement, first, of a customs union and,
lacer, of a full common market among the member states. The intention is to
increase intraregional trade and reduce the members' relative volumes of trade
with the industrialized countries. The ECOWAS treaty provides for o
harmonization of policies among the member states in a number of sectors
including agriculture, industry, trangport and communications.

A Fund for Co-operation, Compensation and Development has been set up
both to promote development in the poorest member states and also to
compengate those whose economies are adversely affected by the activxties of
ECOWAS. The Fund has financed a number of pro;ects through con:ributzous made
by the member states on the basis of per capita income.

0
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_ika other regionai: integration schemes, 2sveciaily in develcping
countries, ZCOWAS operations are nampered by the fact that neighbouring
countries tend to produce compezing 2oods In the primarv secior which reduces
intra-regional trading possibiiizies. A2ther comstraints ianciude simuitaneous
membersiip by member countries iIn a aumber of regiona: schemes and the .arge
number 3I currencies which compiicates transactioms In tae regiom.

The reiationship between Liberia and ECOWAS is generzliy good. Although
it continues to be indebted o the ECOWAS Fund, eizht of zhe 136 investment

projects in the ECOWAS Economic Recovery Programme are iocated in lLiberia.

(ii) The Mano River Union (MRU)

Formed initially by Liberia and Sierra lLeome in 1973, the Mano River
Union was joined by a third member, Guinea, in 1980. Its aims inciude the
elimination of barriers to trade between members, co-operation in transporrt,
agriculture and industry, and the formation of a customs union. The MRU has
not been very active in recent years, partly because of its limited financiail
resources. However, the member states co-operated in the 2stablishment of a
glass factory in Liberia, wnich is to serve the MRU market, and the other
countries are to refrain from establishing competing firms. Relations with
MRU members are cordial and Liberia is current with its financial
contributions to the Union. A maritime trading institute, set up by the MRU
in Morovia, has been taken over by the Liberian Government and is to be
assisted through a programme formuiated by UNIDO for this purpose.

(iii) West African Clearing-fouse (WACH)

The Central Banks of twelve countries established WACH in 1975. Its main
objective is to settle payments for goods and services in national currencies
on 2 multilateral basis by using the West African Unit of Account. Due to
delays in settlinyg the rnet balances, activity within WACH has r=:cently
decreased. There was no information on Liberia’'s role in the WACH.

(iv) West Africa Rice Development Association (WARDA)

Estabiishea in 1970 with headquarters in Liberia, WARDA includes all
ECOWAS members except Guinea-Bissau, Ghana and Cape Verde. The principal
objective is to make West Africa sel'f-sufficient in rice production. Arrears
by some members in recent years have negatively affected WARDA operationms.
WARDA has probably not been intensively involved in Liberian agriculture. The
organization is not mentioned in recent documentation dealing with the rice-
cultivation programme under the ERP. Yet, according to the ECA, Liberia could
become "the breadbasket of West Africa” if rice growing were given proper
attentica. It would also help to strengthen the raw material supply of
domestic cereal mills.
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AESQERCES, 20LICIES &XD INSTITUTICNS

The successiul rehabilitation and regeneration of Liberia's manufacturing .
sector depends, to a large extent, on the creation of a radically improved
environment for manufacturing enterprises. The Zcoromic Recovery Programme
(ERP) shows an awareness of the need for such :improvemenc.

The number of policy issues that need to be addressed is quite wide
ranging, and include the following:

- The natural resource base, including its renewal and maintenance;
- Physical and social infrastructure;
- Industrial policy, including its legal and institutional base;

- Enhancing the role of the private sector, which is expected tc be the
main source of renewed growth in manufacturing;

- Strengthening the role of the institutions involved in industrial
development and regeneration;

~ Improving the macro-economic policy environment within which
industrial regeneration can occur. The key issues under this heading
are: control of public finances; the currency and foreign exchange
rate ragimes; pricing policy; and credit and interest rate policies.

=atzrss resource bise sxd its remews:

()
.
-

As Chapter 3 will show, the Liberian manufacturing sector's linkages to
the domestic raw material base are not very strong. 3ut the country has a
very large, underutilized natural resource potential, and it is essential for
the regeneration of the manufacturing sector to use this potent1a1 more
efficiently.

Reference has already been made in Chapter 1 to the decieasxng
productivity of exiscing iron ore mines. There are large unexploxted deposits
in the country, but the present world market prices for irom ore are too low
to make this exploitation viable. Two out of four mines have been closed
down, and the companies working the other mines have made drastxc cuts in
production and employment, [t is likely that the largest rewaxn:ng mine at
Mount Vimba will also have to be closed down, as deposits are ailmost
exhausted. Ore is washed and pelletized prior to treatment, but it is not
processed othervise, and both the world market and the domestic economic
situation make it highly unlikely thact other processing facilities will be
establighed.:

| H
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udkber is cuitivated both bv large foreign companies and Liberian
smallsolders, with ~he Zormer controliing about haif of the total area under
rubber. 2rocessing takes piace only to the extent needed for transoor:
osverseas. Rubber is the most important foreign exchange esarning cash crop
{see Annex Tabie 1), and production and prices have increased considerably
since the eariy 1980s. The GOL and bilateral and muitilateral organizacions
have been involved in raising the productivity of smallholder rubber
olantations. It wouid be appropriate tc follow up on these efforts and %o
investizate the possibility of establishing secondary yrocessing activities
within the rubber subsector of Liberia.

In the new investment Code, the GCOL has declared its intentiom to pursue
such secondary processing in a serious manner. :t has identified Iive types
of products that couid “e produced with Liberia’s vast rubber resources.
These are:

- all types of tyvres and tubes

- inflatable rubber products

- automotive and other moulded rubber par:s
- medical and surgical rubber products

- rubber-made sporting goods.

It wouid also be appropriate to investigate the extent to which foreign
enterprises could be encouraged to co-operate with such downstream
industries. This would lead to a ccnsiderable increaze of domestic value
added in the rubber sector.

Wood is Liberia's number three export. Almost half of the country is
covered with forests. The largest forest reserves are found in the northwest
and southeast of the country, areas where, apart from iogging, few other
monetized economic activities take place. Logging is far more important than
wood processing, and the economy of these remote areas would benefitc
considerably if loca. wocd were processed to a greater degree.

There are indications that the Liberian Government is cognizant of the
need to reduce the quantity of unprocessed round logs that are exported i{rom
the country and to increase the processing of such resources. Regulation l4
of the Forestry Development Authority (FDA), dated March 1987, stipulated that
20 per cent of exported timber should be processed. Because of perceived
difficulties with an immediate acceptance of such a target by timber
exporters, this target was amended by Regulation 13, dated September 1987,
stating that the 20 per cent level would be reached orly by 1993.

Support for increased processing is evident at the highest level. In his
State of the Na' n speech on 27 Jjanuary 1989, President Samuel K. Doe
underlined the importance of processing for employment creation and the
improvement of the public finances: "[If] exporters process a minimum of
15 per cent of their logs locally, employment opportunities will increase and
the Sovernment wiil gain more in revenue.” Nevertheless, progress under this
heading has been very slow to date. The 1986-1987 report of the FDA shows
that only 1.9 per cent of timber exports was exported in processed fosm.
Progress toward the objectives of increasiag value added, promoting
employment, 'and increasing Government revenues from its timber subsector can
be made if the Government adheres strictly tc its processing regulation and
resists the 'temptation to allow exporcters to esca e tneir obligations.
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Ziberia is rich in cultivable land. The most important food zzops are
rice, cassava. bananas and oil palm fruit. Most of the crop is consumed
iocaily. However, the monetized sector of the economy (urban consumers,
processiag units) is to a large extent dependent on imported foodstuffs. In
order o increas: domestic supply (which would save foreign exchange), a
number of problems wouid have to be soived, Including low productivity of
traditional farming, low product qualiity, low official buying prices for rice,
and transport and marketing bottlenecks. Productivity and product quality
issues have been addressed by severai projects, such as the smallhoider Rice
Teed Develorment Project and the county-level Agricultural Development
Projects under the ERP, but such projects can only bring about widespread
agricuitural development if more Zinancial resources and quaiified manpower
are made available, and if there is a serious commitment to agriculturai
deve .opment as a long-term priority.

The OAU, in its declaration on the 1980s Industrial Deveiopment Decade
for Africa, stressed the importance of agro-based manufacturing and the need
for the continent to tackle seriously the processing of its own natural
rescurces. Liberia has subscribed fully to the O0AU approach. To this end it
is imperative tha. 'iberia maintains its renewable natural resources so that
they will continue tou provide the inputs to an agro-based manufacturing
sector. This involves sustaining the productivity of the country's forests
and fisheries and continued serious attention to the development of the rural

economy.

2.2 dhysical and social infrastructare

The regeneration of Liberia's manufacturing sector also calls for
improvement in its physical infrastructure. In particular, the transport and
communications networks will require improvement if the benefits of
industrialization are to be spread more evenly throughout the country. The
improvement of the educational infrastructure, especially in relation to
management training, is also a matter requiring immediate attention.

L J

»3nsport. Commuzications snd elerag

Liberia's tranzport iafrastructure (see Map) is largely geared to serving
the rubber plantations and iron ore mines. Over 90 per cent of the roads are
unpaved, and the road infrastructure is particularly poorly developed in the
south-western half of the country. The sole purpose of the railways is to
link iron ore mines to ports. The ports, too, are mainly equipped for ore
exports. Given the fact that most of the country's industrial enterprises are
located in or near Monrovia, where infrastructure and facilities are far
better developed than elsewhere, the shortcomings of the tramsport
infrastructure are, in most cases, not immediate obstacles to rehabilitation.

Medium- and long-term planning, however, should give sufficient
attention to the upgrading and expansion of the transport network. This would
ensure a more regular sipply of inputs to factories, and would enable industry
to obtain a far larger share of the country's natural resources. It would
also enable the location of appropriate industries in rural areas and
secondary urban centres, and thus help to increase employment and incomes
outgside the Monrovia area. !

Improvements in the postal and telecommunications services and in
electricity supply should receive high priority attention. Upgrading these
services is a short-term imperative. Presently postal services and
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zelecommunications function very poorly and electricity supply is irreguiar.
Hydroelectric zemerating zapacity (which accounts for one fourth of total
capacity) often connot be used during :he dry season. The reasons Ior the
poor performance of the existing hydroelectric piants during the dry season
are not clear, but they should be identified, and appropriate action taken.
Considerable potential exists for hydroelectric energy, and efforts should be
made to seriousiy assess the possibilities of increasing capacity, building -n
earlier co-operation proposals with Céte d'Ivoire and the Mano River Union.

2.2 Yanagement r3ining

(1]
[ ]
.

Although the educational and training standards are higher than in most
other countries in the region (primary school earollment stocd at 76 per cent
in 1985, but was down to 53 per cent in 1988), chere is a serious shortage of
skilled technical and managerial personnel at the middle and higher levels.
The GOL also suffers from a shortage of personnel for economic policy-making
and implementation, as shown by the continuing dependence of entersrises and
government Institutions on expatriates. The whole issue of management
training for both the public and the private sectors needs to be tackled in a
systematic way. The extension and rehabilitation of existing courses and
inetitutions wiil provide part of the solution. However, it is clear that if
management within manufacturing enterprises and planning within the public
sector are to be significantly improved, then education and training courses
at the University of Liberia, the Liberian Institute of Public Administration,
and other institutions will have to be geared to Liberia's conditions and
needs. There is little evidence to suggest that training in these
institutions at present is geared to the needs and conditions of the domestic
economy.

Thus, while efforts at providing general basic education should continue,
special efforts should be made to provide training and educational facilities
that can teach the skills needed by Liberian business and economic
policy-making. A step in this direction is the expansion of the WVS Tubman
College of Technology, for which technical assistance is provided by the EC.

1.3 industrisi poiicy

There is no official statement or policy doc.ument as such which describes
Liberia's overall approach to industrialization. As Section 3.7 shows, the
measures that have been formulated are quite superficial. The most pertinent
document is the Investment Incentive Code, which enumerates the kinds of
economic activities the Government wishes to encourage and the types of
incentives it will offer to investors in iIndustry. The Code is, therefore,
the most important guideline available to potential investors in Liberia,
whether they be domestic or foreign entrepreneurs. It thus merits detailed
examination.

2.3.1 “he Investmeat incentive Code (iiC)

The first Investment Incentive Code of Liberia was adopted in 1966 and
amended in 1973, During this period the country's Open Door Policy was at its
peak, 'and thus the emphasis was primarily on the actraction of foreign
capital. 1In 1985 the Code was revised once more, this time against a
background of economic crisis, declining investment, and a growing realization
on the part of Government that having ""closed the door' after the 1980 coup,
the regulting dramatic decline in inflows of foreign capital had seriously
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damaged the growth prcspects of the econcmy. The 1985 revision of the Code -
which has yet to be approved and adopted - seeks to reflect the new economic
reaiities and provides, therefore, a more realistic approach to :the
industrialization pcCocess.

The Code sets out t0o encourage the establishment of industrial
enterprises which:

(a) wutilize, to the highest possible extent, liberian manpower at all ievels
and contribute to advancing their skills through training s:hemes
(on-the-job and otherwise);

(b) utilize raw materials and products of Liberiam origin %o the maximum
possible extent;

(c) utilize as much as possible ancillary activities available in the
productive and service sectors of Liberia;

(d) contribute to making Liberia independent of imports of basic necessities,
as far as it is economically feasible;

(e) contribute to the expansion and diversification of Liberia's exports; and
(f) contribute to increased employment opportunities all over the country.

The basic objectives of the Investment Incentive Code of Liberia remain
unchanged even after the 1985 revision. Both the revised anc the earlier
versions of the Code contain provisions which are designed to enhance
opportunities for stimulating the industrialization process. The Open Door
Policy remains the principal mechanism through which the process of
industrialization is to be achieved.

The main differeace between the 1985 revised Code and the previous one :is
in terms of approach rather than objectives; the difference lies in the policy
instruments used o0 achieve the overall objective rather than in the objective
itseif.

Under the previcus Code, investment incentive contracts were awarded to
any industry which used raw materials of Liberian origin and provided job
opportunities for Liberians. There was no prioritization of industries on the
basis of their contribution to the industrialization process.

The revised Code of 1985 seeks to further the industrialization process
through a more systematic approach. Priority sectors - agriculture and
manufacturing - have been emphasized. Within the marufacturing sector,
enterprises which use raw materials of Liberian origin, and have potential
linkages to other sectors of the economy are to be awarded additional
incentives.

Moreover, as a part of the overall strategy for promoting
industrialization, the integration of the rural sector with industry is a
major focus. Industries which have chosen to locate outside Monrovia and
within specified rural areas will enjoy max:num incentives,

The incentives offered under the Code should prove very attractive to
potential investors. They come under the headings of customs duty benefits
and income tax benefits, as well as preferential leasing arrangemencs and
accelerated depreciation allowances.
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Tor anterprises that are granted investment inceative contracts uuder the
Code, the customs duties benefits inciude exemption Irom import duty of up to
30 jer cent of the dutiatie value of approved imports of machinery and
equipment - "approved”, in this instance, deing interpreted as machinery and
equipment wvith more than three years iife - and exemption of import duty of up
t0 the same amount on approved imports of raw material, semi-finished products
and other inputs used in production.

The income tax benefits include =xemptions on profits reinvested into
fixed assets and on 30 per cent of the taxes that would otherwise be paid on
the remaining profits. There are o be full repates on import duties, excise
taxes, and taxes on manulfactured export earnings.

One ur more additional benefits from the following list of benefits may
also be granted to investors who bhave been awarded investment incentive
contracts:

(a) lease of land at preferential rates in a Governmeat-owned industrial
park, together with assistance in provision of infrastructural
facilities;

(b) support in securing loans or equity capital, especially for small
enterprises;

(c) reasonable tariff protection;
(d) provision for carrying losses forward;
(e) accelerated depreciation allowances; and

(f) purchases by Government agencies, subject to quantity and quality
conditions.

The Code acknowledges the pivotal place that foreign investment has
always played in the development of the economy. It underlines the
Government's intention to welcome further inflows and states that eanterprises
in Liberia can be fully owned by foreign capital, can be partnerships
involving foreign and Liberian private capital, or can be joint ventures
involving foreign investors and the limited number of remaining Government
owned enterprises. The Code reiterates the GOL's commitment to pursue the
Open Door Policy in "all its forms and ramifications” since it ensures "an
unreservedly profitable climate for both local and foreign invesiments.”

In the immediate aftermath of the 1980 coup, a number of local private
enterprises and other locally-owned assets were confiscated by the
Government. The new Investment Incentive Code goes out of its way to allay
fears that such a practice would be repeated in the near future. It states’
categorically that all investments, whether local or foreign-owned, are fully

protected by law and that private enterprises cannot be nationalized under anx
circumstances.

The National Investment Commission (NIC) was a... continues to be the
principal institution in Liberia responsible for the promotion of investment.
NIC is also responsible for the awarding of investment incentive contracts as
well as monitoring the performance of the beneficiaries under the Contract.
If adopted and implemented as designed, the revised Investment Incentive Code
of 1935 should prove to be an important stimulus to investmeut and ‘
rehab;lxtation and will provide a very good basis for the promotion and
regoneration of industry and, indeed, the entire economy.
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3y amphasizing the promoticn and regeneration of those manufacturing
industries which have linkages back to agricuiture and other activities in the
primarv-sroducing sectc:, as weil as jinkages =0 other industrial activities,
the revised iavestment Incentive Code snouid help to promote deveiopsent and
regeneration across a whoie range of economic sectors.

At the time of writing, the 1985 Investment Incentive Code was stiil
avaiting ratification and adoption. The -cruciai condition wiil be the manner
in whica the Code is impiemented. It is imperative that all Covernment
ministries and agencies iavoived in its impiementation co-operate vith each
other. The impliementation of the incentives available under the lLiber:ia
Industrial Free Zone Authority - estabiished in :975 to actract
export-oriented investments - was dogged by the effects cf conflicting
obiectives and inter-agency rivalries. In order to ensure that the new
Investment Incentive Code acts as an instrument for the regeneration of
Liberian manufacturing industry, co-operation sust be the watchword among the
concerned Government aministries and agencies.

2.4 Strengtaening t2e -2ie of the orivite sectsr

Before 1980, the stimuius to economic growth in Liberia was provided
mostly by the private sector. However, with the military government that came
to power in 1980, political uncertainties developed and investors' confidence
fell. Despite assurances by the Government to investors that there would be
no major shift in policy toward the private sector, there was a huge outflow
of capital and a decline in overail investment. Additionally, enterprises of
some prominent Liberians were confiscated. As a resuit of this, and contrary
to declared Government policy, the public sector came to play a more prominent
role. In the absence of sufficient capable staff, especially managers, and
because of excessive Govermment interference and firancial mismanagement, most
public enterprises were soon experiencing losses.

- More recently, however, the Govermment, in an atlempt to restore
coufidence in the economy, has opted for a more positive attitude towards the
private sector. All confiscated property has been returned to its owners. In
1986, a law was enacted giving the President the authority to devise plans for
the privatization of certain state enterprises which were considered
inefficient and unproductive. A Presidential Commission for privatization was
then appointed to identify enterprises suitable for privatization. Mareover,
the level of interference in the management of public enterprises has been
significantly reduced.

Among others, the Liberian Petroleum and Refinery Company (LPRC), the
Liberian Palm Product Corporation (LPPC), the Decoris Paim Corporation (DPC)
and Air Liberia were identified for privatization. However, to date,
privatization plans have not been implemented because some of the corporations
which were chosen are considered vital entities for Government revénue
generation. (As such, unfor-unately, they are also ciosely linked with the
very serious issue of extrabudgetary revenue coliection and expenditure ~ see -
Section 1.1.3.) Others were not privatized because investors have not, so
far, expressed an interest in acquiring them.

2.4.. Suoport %3 $=i.. 33d Jediu=-scile entarorises ‘SMIg)

Support to SMEs which are wholly-owned by Liberians is another attempt by
the Government to promote private sector development. Some 900 SMEs were
identified in 1986, 360 of them outside Yonrovia. The low capital thresholds
for starting such enterprises, along with their widespread income and

| [ | I
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amplovment generating effects, make them useful vehicles for regeneration
2fforzs. SMEs in the manufaczuring sec:ior are sxamined more exteasiveiy in
Zhapter 3.

imphasis on the deveiopment cf small- and medium-scaie en:terprises is
intended partiy to address the prcolem of the iack of Liberian
sntrepreneurship, which is singied out as ome of the consrtraints on private
sector deveiopment. At oresent, many of the private sector eaterorises are
cun by expatriates. The shortage of capable entrepreneurs. aanagers and
technicians reflects, to a large extent, tke shortcomings of che 2ducation
system (see Sectionm 2.2.1), but the absence of an "entrepreneuriai :radition”
is aiso an important factor. Jnly a comprehensive manpower development plan
could, in the :ong run, guarantee a successful "Liberianizaticn™ of the
economy. In the short to medium term, continued reliance on expatriates seems
unavoidable.

One response to the need to address the problem of Liberian
entrepreneurship was the creation of a Small Enterprise and Financing
Organization (SEF0) through the sponsorship of the United States Agency for
International Development (USAID). SEFO was designed to develop project
proposals and to provide managerial and technical assistance to SMEs. It can
also fund project proposals which are approved. Because of the inadequacy of
the capital base of SEFO, other institutions such as the Agricultural
Cooperative and Development Bank (ACDB), the Liberian Bank for Development and
Investment (LBDI) and, to a miror extent, the National Housing and Savings
Bank (NHSB) were encouraged to participate in financing approved projects.

Despite the support given by various institutions, SME development is
still in its infancy. Most of the projects have had a poor success rate to
date. A key problem is the macro—economic environment which continues to
adversely affect most businesses. The resulting low repayment rate of loans
has caused most of the banks to withdraw from the schemes. C(Credit issues,
including the role of the above-mentioned organizations, are more extensively
dealt with in Section 2.6.4.

2.5 Strergthenizg tze ~o.e of the ‘nstitutions invoived ia industris:

develonlent sad ~egeneration

Many Government ministries and agencies are involved in the promotion and
regeneration of manufacturing industry in Liberia. For some, this role is
central; for others it is more indirect. These ministries and agencies and
their principal functions relating to industrial development are as follows:

Ministry of Commerce and Industry (MCI) formulates and co-ordinates commercial
and industrial policv; it issues manufacturing licences as well as import and
export licences. A representative serves on the NIC Board.

Ministry of Agriculture (MOA) designs and co-ordinates efiective agricultural
and development programmes. [t liases with MCI in the issuance of import and
export licences for food products.

Ministry of Finance (MOF) is responsible for taxation of enterprises and
companies and for the formulation and co-ordination of private and/or joint
venture investment programmes in the export sector. A representative chairs
the Economic and Financial Management Committee and serves on the NIC Board.
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Ministrv of Planning and Economic Arffairs (MPEA) {s the priancipal economic
dianning agency and vas responsible for dratfting the ERP.

National Investment Commission (NIC) Is responsitle for investment sromotion;
it formulates and co-ordinates private iavestment grogrammes in the
sanufacturing sector. XNIC drafted the Investment Incentive Code.

National Bank of liberia (NBL) is the main institution involved in the
formuiation and execucion of Zoreign exchange policies. It is the lead
institution {or on-iending iIDA soft loans to the private sector through the
participating financial iastitutions. NBL also formulates credit policies for
the private sector. As the US$ is legal tender alongside the i$, the NBL
cannot be considered to be fuily capable of fulfilling its main official task,
vhich is to reguiate the money suppiy and promote monetary stability.

Liberian Bank for Development and Investment (LBDI) is the main instrument for
financing investment in the Liberian agro-industrial sector, providing loans
to public and private enterprises. Its functions have been widened recently
%0 include commercial banking. Seventy per cent of LBDI's capital is
foreign-owned.

Agricultural and Cooperative Development Bank (ACDB) was established with the
sole function of financing agricultural developments. More recently, it has
become involved in commercial banking operatioms.

Small Enterprise Financing Organization (SEF0) was established to give
technical and financial assistance to small and medium~sized enterprises by
financing their investment activities. A largze part of its funds comes from
IDA's soft-loan facility through the ¥BL. SEFO also receives technical
assistance from UNIDO.

Bureau of State Encerprises (BSE) formulates and oversees policy involving the
state enterprise sector and advises the EFMC (see Section i.2). It also gives
technical and manageriai assistance o state enterprises.

Liberia Industrial Free Zone Authority (LIFZA) was set up in 1975 to attract
investment in export-oriented manufacturing enterprises.

From the point of view of industrial development, the above-mentioned ,
Government institutions suffer from a number of shortcomings:

- Ingufficient co-ordination, and sometimes outright competition,
between ministries and agencies that are portners in a project or in |
the execution of a policy;

~ Policies and measures are not implemented in a consistent way.
Private enterprises, for example, were not always granted the
privileges they were entitled to under the old Investment Incentive
Code; ‘

-~ Serious shdrtage of, and uncertain career prospects for, capable
personnel, 'especially at the nigher levels of the public service;

- Extrabudgetary expenditure and revenue collection by a variety of
entities (such as banks), making it very difficult for the Ministry
of Finance to coutrol the GOL's financial operations,
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The putiic enterprises are a special probiem. Although most ezonomic
activities are carried out by private entrepreneurs, mixed ownership and fuil
pubiic ownership also piay a roie. The most Important examples of public
ownersiaip in manufacturing are the Liberia Petroleum Refining Corporacion
(LEXC) and the lLiberia ?roduce Markering Corporatiom (LPMC). The LPRC is a
profit-making venture, >Jut much of its orofit has been used to cover extra
budgetary expenditure dv the Government. The LPMC has been criticized for it
iow producer prices and its deficiencies in administration, produce collecticn
and markering. In fact, a considerable part of the harvests of crops such as
rice, cocoa and coffee whose prices are controlled is smuggled to neighbouring
counctries, where more tavourable market conditions prevail. This narrows the
potential resource base for food processing and - in the case of rice - ieads
to unnecessary increases ia rice imports.

Common probler . of public enterprises include interference in management
and financial affairs and shortages of management personnel. IMF sources,
moreover, speak of the extremely precarious financial position of the majoricy
of public enterprises. No recent data are available, but transfers Irom the
GOL to the public corporations (including development banks) are xnown to have
amounted to L$1Z5 million in the 1981/82-1985/86 period.

Attempts are being made under the ERP to restructure and streamline
ministries, Government agencies, and public enterprises, and a number of the
latter are to be privatized on the basis of recommendations from the
Government's privatization committee. Much depends on the political will to
carry out the announced reforms, and in the short to medium term the shortage
of qualified staff will remain a serious obstacle. The UN system, including
UNIDO, has provided various forms of assistance to public entities in the
past, and the continuation of this kind of assistance will be crucial for the
success of the restructuring attempts in the manufacturing sector.

.0 S20ToYLag the =3Cro-eCORomiC Dolicy 2nvirenment

A supportive policy environment at the macro-economic level is an
essential precondition for the recovery of the Liberian economy and the
regeneration of its manufacturing sector. Apart from the sector-specific area
of industrial policy - already discussed under 2.3 above - the other key areas
under this heading relate to:

- control of public finances;

- currency and foreign exchange rate regimes;

- pricing policy; and

- credit and interest rate policies.

! |

It is appropriate to examine each of them in turn, describing the present
policy stance under each sub heading, and making suggestions regarding
appropriate modifications which, if implemented, would improve the general
policy environment within which economic recovery and the regeneration of the
manuiacturing sector would be more 'eagsily promoted.

1.8.. Control of oudb.ic figaaces

The present critical state of Liberia's public finances has already been
reviewed under 1.1.3. The key issue is extra budgetary public finances -'that
is, public revenues and public expenditures which have occurred but have 'not
been included in the budget. | ! H
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The mission Is convinced that the 50L is very well aware of the aeed =o
reorder the gubiic finances. This iIs particularly evident with regard to the
reduction Of expenditure. In ais annual Stace 9f the Nation speech on 17
January 1589, 2resident Samue! X. Doe stressed this point: “There is need o
ensure that expenditures are ccntained within :the i1imits of the budget. we
aust make sure that we spend oniy that which we aave.” There Is z2n equai, or
even greater, necessily Lo ensure chat ail expend.tures made gut 9f public
monies and ail revenues coilected are included in the dudget and that the
practice of axtra dudgetary financing is ended.

c.8.2  Zze turrency znd fsrelfa exclange rite Tesiles

if the osroductive sectors of the Liberian economy are to be regenerated,
then a3 oechanismw for the proper distribution and ailocation of scarce foreiga
exchange must be established. In this context, exchange rate management has a
key role to play and must be undertaken within the broad framswork of a
currency reform prcgramme because of Liberia's dual currency system. An
institutional framework to support and manage the appropriate exchange rate
regime must aiso de created.

US currency has been used as legal tender since 1943, although it has
circulated alongside small Liberian coins which were issued in denominations
of up to L$1.00. #with the predominant use of the US dollar as legal tender,
and a buoyant ecouomy, the monetary system of the councry thrived without any
need for exchange rate management. Large balance of paywments surpluses were
created, out of which the Government's external US$ reserves were built. With
the emergence of economic and financial difficulties arter 1980, caused by
severe budgetary and balance of payments problems, the monetary system began
to disintegrate. Capital flight intemnsified duriag the early !99%0s, as
confidence in the Liberian economy decreased, resulting in a huge outilow of
US bank notes from the country. Private, unregulated transiers o other
countries, for example, totalled some USS22C miliion in the first half of the
1980s. The Goverument's external reserves dwindled from US$20 million in 1983
to US$0.51 million in late 1987. The economy suffered a severe iiquidity
crisis.

To bring temporary reiief to the liquidity crisis, Liberian five-dollar
coins were issued in 1982 in small quantities. However, due to the severe
pressure on the economy, mainly caused by the huge recurrent budget deficits,
the Government resorted in lacer years to the minting of large quantities of
five dollar coins. As a result, these five-dollar coins have largely replaced
US banknotes since the mid-1980s.

At present, a hykrid monetary system exists that is neither a pure (S
dollar standard nor a pure national currency system. Officially, the exchange
rate between the {S dollar and the Liberian dollar is maintained at a 1:1
basis. HAowever, a parallel market exists, in which US banknotes are traded at
a substantial and increasing premium. By early 1988, the parallel market rate
was L:1.5; by the end of the year the rate was i:2.3. <{he parailel market
rate is openly used for private sector transactions. There are no signs a¢t
preseat that the 7S$ will be abolished as legal tender, but there is .
increasing pressure on the Governmenc to adopt a flexible, more realistic |
official exchange rate. Both the Special Presidential Commission on Foreign
Exchange and the IMF have suggested this. The IMF has formulated a detailed
proposal which is based on freely negotiable exchange rates in currency
dealings among banks and between banks and their customers. Under the IMF's
proposed scheme, NBL would then conduct a weekly "fixing session” with the,

!

'
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commercial banks which would be used =0 2stablish the aff: al exchange -ate
of the i§ Zor the next week, on the basis 3f the "spot rates” agreed upon in
surrency transactions during -he past weeik, Inciuding such transactions
between the NBL and the commercial banks. The US$ rate would be the standard
from wvhich other exchange rates are derived.

At the heart of Liberia’s economic and financiai difficulties is che
uncontroiled overspending of the Government (see Section i.1.3). If a
curreacy reform programme is to be undertaken and Implemented successfully,
the Governwment must dring its fiscai operations under control. The Govermment
expenditures must be reduced considerably; the receant neasures wnich have
increased the ievel of revenue collected and deposited im the Zreasury must be
continued and, if possible, even strengthened. The externai balance must be
improved by creating an eavironment that is conducive to the diversification
of the expor:t base and an increase in viable import-substitution production.

To increase the availability of foreign exchange in the public sector, an
export earmings surrender scheme was introduced in 1986. Exporters are
required to surrender 15 per cent of their hard currency earnings to zhe NBL,
on a l:1 exchange basis (in the case of US$). The scheme has only been
partially successiui; less than half the amount due to the NBL in 1987
(calculated on the basis of that year's total export value) was actually
received by the Bank. The remainder was, in all probability, traded at the
parallel market rate. The available informacion indicates that the scheme was
no more successful in 1988.

In the missions's opinion, there is no workable foreign exchange rating
system at present. The IMF advocates a gradual abolition of the present
scheme, with the availability of foreign exchange to De eventually reguiated
by the market to the NBL as described above. The parastatals, however, would
be required to surrender to the NBL all ioreign exchange earnings, above small
working capitali reserves. The Presidential Commission has aiso made :he
latter recommendation, but it would like o continue the surrender scheme.
This wouid allow the Government more control over inflows of foreign exchange
than the IMF proposal. Both the IMF and the Commission urge the establishment
of regulations to ensure that scarce foreign exchange wiil be used for imports
of goods that are esseatial for the regeneration of the economy. Whatever
measures are adopted, solutions must be found to the currency and foreign
exchangé policy issues as quickly as possible.

A "foreign exchange budget” needs to be prepared for the public sector
and adhered to without exception. Foreign exchange spendins must be kept
strictly within the budge: framework, with outgoings based on clearly
for-ulaéed priorities. Wicthin the manufacturing sector, priority allocation
shovld be made to industries which posgsess the capacity to save or earm
foreign exchange. whose needs for imported raw materials are relatively low,
and whzch have lxnkages to other sectors of the economy.

1.6.3 drigiag 00.:C7

Fo; political reasons. the GOL presently controis the prices ot selectzed
essential co-ndiciqs. Their prices, together with the prices of cocoa and
coffee, have been fixed at the same levels in L$ for several years. In US$
terms, of course, this means that their prices have talien. Rice pnd
petroleum products are the major categories of these commodities. In the
context of agro-prccessing, the issue of rice prices is the most important.
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Jutside observers such as the ECA, the IMF and the Worid Bank, all agree
that the producer price for rice is oo iow to stimulate production.
Production fias been stagnant since the early i%80s, and in order to feed the
growing popuiation, rice imports (for which scarce foreign exchange must be
used) have increased steadily. Rice is now the second most important imported
good after petroi. The farm-gate price is US$0.03-0.04 per pound >f paddy at
the parailel market rate, which compares with US$0.13 per pound in Cite

‘Ivoire. Prices in Sierra Leone are aiso higher. Smuggling is common,
therefore further reducing the volume of domestically produced rice markered
in Liberia. This is a disadvantage not only to the direct comsumer, but also
to the food processing industry, especiaily cereai milling and feedstocks.
Similar problems exist for export crops such as coffee. A revision of
agricultural pricing policies is now essential to stimulate production both
for direct consumprion and for processing, although ways sust be found to
procect the poorest urban consumers rrom price increases for basic
foodstuffs. Simultaneously, efforts to increase domestic food production by
other means, such as improved extension services as outlined in the ERP,
should be stepped up.

s.0.4 Credit snd :stecesy rate po.icies

Both the NBL and commercial banks play an important role in providing
credit to the Liberian economy. As a consequence of the country's orientation
to a free enterprise system, there are no controls governing the allocation of
credit. Generally, commercial beak credit has a short-term maturity, most of
it being used to finance imports. By mid-1988, total lending by commercial
banks to the private sector amounted to L$87.5 million. At the same time, the
public sector owed L$64.9 million to commercial banks. By far the most
importzat supplier of credit to the Covernment and to parastatals, nowever, is
the NBL. The public sector owed L$486 million to the NBL in mid-1988. (NBL
lending %o the private sector is minimal.) A considerable part of the money
borrowed by the Government from the NBL is used to cover budget deficiis; in
1988 tne amount is estimated to have been L$73 million, more than three times
the amount approved by the budget and the OPEX team. While stricter budgetary
control by the MOF is essential to reduce the recurrent deficits, it may “e
necessary for the NBL to find ways to restrain the flow of funds to “he UL,
for example by charging higher interest rates. Stronger guarantees for an
independent status of the NBL may also be needed. Such measures would help to
increase confidence in the GOL's finmancial poliy, which is one precondition
for renewed economic growth.

Since 1980, Liberian banks have been reluctant to provide loans to the
productive sectors of the economy. In that year, lending to the private
sector fell from L$12]1 million to L$89 million, after an almost continuous
rise during che 1970s. Commercial lending has remained below the 1980 figure
since then. As the L$ was devalued, and the US$ prices of many imports rose,
the purchasing power of these loans has decreased even more. Loan allocations
to the manufacturing sector are only a fraction of total lending; the yearly
average for che 1982-1984 period was 0.3 per cent of the totai. Under the
present circumstances, it seems unlikely that the commercial banks will
respond to incentives for increased lending to productive activities from
their excess reserves. Restored confidence in the Government's financial and
development policies would be needed, but the banks' lack of confidence in
private business (the default rate among borrowers is considered very high) is
another problem to be tackled. |
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Speciaiized banks were created during the latter part of the 1970s to
provide credit for special activities. These banks include the Liberian 3ank
for Development and Investment (LBDI), the ACB, and the NHSB. The latter two
institutions rave become invoived in iargeiy commercial functions, and have
aiso been iending money to manufacturing enterprises, a roie which is aot in
line with the purpose of their establishment. Both banks . re in financial
difficulties by the mid-1980s. aithough the ACDB's perfor - - has improved
since it has received OPEX assistance. 7o encourage the f. - of credit to
Liberian business, a Credit Cuarantee Scheme (CGS) was set up at the National
Bank of Liberia in 1984, under the sponsorship of the Worid Bank.
international Development Association (IDA) resources were channelied o the
NBL for the purpose of providing the loan guarantees. Iwo thirds c¢f ail loans
granted to Liberian-owned enterprises by the participating financia:i
institutions (LBDI, ACDB) were 0 be ccvered under the Scheme.

Much of the activity of the above-mentioned institutions focuses on
small- and medium-sized enterprises (SMEs), defined as having fixed assets up
to a maximum of L3100,000. In terms of the number of units and total
employment, SMEs are the dominant form of enterprise in Liberia, outside zhe
foreign enclaves in the raw materials sector. SEF0, specifically estabiished
to assist the smallest enterprises, is invoived in the CGS and is supported by
UNDP, UNIDO and bilateral organizations. 1In spite of external support, SEFO
has experienced financial problems since at least 1984. Details are very '
scarce, but the general impression is that the various credit schemes,
including those of SEF0, have not performed well. Up to mid-1987, US$2.2
million had been made available under the IDA scheme, one third of it to smail
manufacturing establishments.

Disbursement under the IDA scheme has been slowed down because the
Ziberian counterparts insist on at least 75 per cent equity participation by
the prospective Liberian beneficiary (IDA only requires 10 per cent). Other
problems include insufficient ability on the part of entrepreneurs to drait
proper submissions for loans, and insufficient capacity on the part of the
Liberiin institutions to evaluate these submissions. Moreover, interest rates
tend t> be high (up to 2C per cent), and as a consequence many small
businessmen tend to default. The assistance of bilateral and muitilateral
organizations has thus not been able to ensure a successful functioning of the
schemes. While further assistance will remain essential, a reassessment of
the functioning of these schemes, followed by drastic restructuring, is also
necessary.

Credit policy instruments, such as interest rates, credit ceilings and
credit allocations are used only to a small extent to influence the direction
of credit. Policy regarding interest rate determination in Liberia has been
based largely on rates prevailing in New York. This method of interest race
determination has had the effect of producing negative real rates of interesr,
especially in recent years. This practice has now been modified and interest
rates are to be based on the domestic supply and demand for funds. The most
widely used credit policy instrument is changing the reserve requirements of
banks. However, this instrument has not been used to influence the direction
of credit but rather to provide financial resources for financing the
Government's budget deficits. The private sector nas tended to be crowded out
as a result of the Government's demand for funds, arising from its budget
deficits. It can be assumed, however, that much credit is made available
through informal channels, especially to SMEs, as it is in other developing
countries.
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A report which necessariiy deals in depth wizh the current problems :in
the _iberian economv should not obscure recognition of Liberia's inherent
strengths: a rich natural rescurce base, a re:atively weil-developed
infrastructure in the coastai areas, a relatively well-=ducated population, a
market oriented economy with an entrepreneuriai trading traditiom, and a
famiiiarity with international business and trade practices.

There are ciearly discernible signs of improvement in a macro-economic
picture which in recent vears has caused understandable concern among
international investors, creditors and development assistance partners. In
particuiar, the Government's strongly worded call for "finmancial discipline"
to eliminate extrabudgetary revenues and expendi:ures promises o address the
main obstacle to eliminating budgetary imbalances and foreign exchange
shortages. There will not, however, be a full restoration of confiience until
stated intentions are implemented, and reflecrted in resuiting improvements in
growth rates, trade and financial flows and Government fiscal operations.

The investment climate continues to improve, as the Government of Liberia
is actively promoting opportunities for private investors, and seeking to
develop a network of supportive institutions. The Government has pledged
renewed adherence to its traditional "open-door’ approach to foreign
investment, and has taken steps to revise its Investment Incentive Code to
respond to new economic realities. It has repeatedly emphasized its
encouragement of indigenous Liberian business, and it should be possible to
find ways to transier the enterpremeurial and managerial skills avialable to a
wider group of entrepreneurs. At the same time steps should be taken to
ensure that these skills, mainly acquired in trade, are modified and expanded
to serve the development of manufacturing industry.
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During the 1960s and 1970s, the manufacturing sector grew rapidly,
stimulated by the Government's import substitution strategy. Manufacturing
output tripled in value terms during the 1960-1973 period. The average annual
growth rate for the 1970s was 7 per cent. This growth rate was higher than
chat of a2ny other sector of the Liberian economy. Per cavita manurfac-uring
vaiue added (MVA) increased from US$34 in 1970 to US$43 in 1979. Jowever, by
1984 it had declined to US$29. According to UNIDO data, the sector's share in
GDP decreased from i0 per cent in 1979 to 7.5 per cent in i984. According to
data from the Ministry of Planning and Economic Affairs, the 1981 share was
6.7 per cent but increased to 7.1 per cent in 1986. Zven if the latter
figures are more accurate, the sector would still have contracted in absolute
terms.

The main cause of the decline was the general collapse of the economy in
the aftermath of the coup in 1980.

Apart from the factors that caused the overall decline - low raw material
earnings and internal unrest - the incompetent management of some key
parastatals in the manufacturing sector should also be included in any listing
of causes of the present depressed state of the sector. 3everal large
enterprises were closed down in the early 1980s, and have not resumed
operations since.

in the opinion of the mission, the recent liberalization of imports,
which exposed Liberian manufacturers to a greater degree of competition (even
though imporzs remain modest because of foreign exchange restricticns), may
have caused furzher decline within the sector. As a result, the per capita
MVA may have decreased even further than the low US$29 in 1984.

Table 3.1 shows employment and gross output in large and medium-sized
enterprises in 1984 and 1985, the most recent years for which these data were
available. The branches for which no data are available is not appear to be
significant contrxbu:oxs‘to total manufacturing output. Aithough Liberia is a
ma jor rubber producer, very littie processing takes place in the country.
Virtually all rubber is exported as dry rubber after primary processing. The
country’s sole mineral 011 refinery contributed a large share of grcss output
during the 1970s, but the plant has been ciosed since 1983,

1/ Data on the manufacturing sector are scarce and not always reliable.
Value added data at the sector and branch levels, for exampie, are not
available. This should be kept in mind when reading this chap:er and
chapters 4 and 6.
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Implavaent. grass output ang wages 384
{output and vages in US$°000)

Employment 3ross Jutpbut
1984 1985 1984 1983

3000 TOTAL MANUFACTURING 2,066 2,202 63,976
3110 Food products 248 307 3,336
3130 Beverages 681 708 29,262
3140 Tobacco 58 68 3,337
3210 Textiles . cee .o
3220 Wearing apparel, except footwear - ces

3230 Leather products ‘e

3240 Footwear, except rubber or plastic 2

3310 Wood products, except furniture .o

3320 Furmiture, except metal

3410 Pap and products 14

3420 Printing and publishing 76

3510 Industrial chemicals 14

3520 Other chemicals

3530 Petroleum refineries

3540 Misc. petroleum and coal products

3610 Pottery, china, earthenware

3620 Glass and glass products

3690 Other non-metallic mineral products

3710 Iron and steel

3720 Non-ferrous metals

3810 Fabricated metal products

3820 Machinery, except electrical

3870 Machinery, electrical

3840 Transport equipmeunt

3850 Professional & scientific equipment

3900 Other manufactured products

Source: UNIDO data base.

The beverage branch is by far the most important, accounting for almost
one third of total manufacturing employment and some 45 per cent of gross
output in 1985. The branch is dominated by a few enterprises that are
large-scale and capital-intensive by Liberian standards: a brewery and liquor
and soft drinks producers. Two firms account for ome half of total employment
in the branch.

Until recently, the next important branch was non-metallic mineral
products, accounting for approximately 9 per cent of manufacturing employment
and 22 per cent of gross output in 1985. The branch is dominated by a single
plant, the Liberian Cement Corporation (Cemenco). However, this enterprise
had to suspend operations in 1988. Inability to procure sufficient foreign
exchange for its major import, clinker, and low earnings as a consequence, of
unrealistic retail prices set by the Government were the major reasons for the
shut down of the plant.
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3ther important manufacturing branches in 1985 were food products, other
chemicals (mainly consumer goods such as paint and soap), wooden furniture and
wetal products {(mainly construction materiais). In contrast to the tranches
that dominace the sector, these dranches largely consist of medium and
small-scale enterprises (SMEs) using reiatively labour-intensive
tecanologies. This type Jf enterprise is more typical of Liberian
manufacturing than the large-scale type. Although estimates of the
contribution of SMEs to total manufacturing employment or production are not
available, their contribution in manufacturing employment is clearly
significant. Government expenditure in the SME sector over the 1987-1991
period is expected to generate 5,430 jobs.

Table 3.2: Indastoiar sutout Dv branch of :snufacturing {se.eCted 7veirss)

(L$ '000)

1973 1977 1984 1985
3000 TOTAL MANUFACTURING ves ces cos coe
3110 Food products 5,170 9,300 3,936 6,933
3130 Beve ges 5,869 11,980 29,262 27,322
3140 Tobacco 1,090 68 5,937
3210 Textiles ceoe cee . e
3220 Wearing apparel, except footwear cee oo ces ces
3230 Leather products ces ces o ene
3240 Footwear, except rubber or plastic 513 715 cen 185
3310 Wood products, except furniture 694 3,658 654 cee
3320 Furniture, except metal 564 876 4,500 2,911
3410 Paper and products .o cee 433 413
3420 Printing and publishing ses - 946 830
3510 Industrial chemicais cee cee 701 285
3520 Other chemicals 3,814 13,330 5,931 4,585
3530 Petroleum refineries 20,293 cee - ces
3540 Misc. petroleum and coal products aes cee . .
3550 Rubber products . cee coe ces
3560 Plastic products 168 773 633 365
3610 Pottery, china, earthenware ces e ces ces
3620 Glass and products - cee 168 143
3690 Other non-metallic mineral products 2,425 6,087 11,131 13,283
3710 Iron and steel cee cee cos cee
3720 Non-ferrous metals cee cee cee vos
3810 Fabricated metal products 251 502 659 2,540
3820 Machinery, except electrical cee cee 311 215
3830 Machinery, electric . ces 655 435
3840 Transport equipment cee vee cos ces
3850 Professional & scientific equipment . ces ces eee
3900 Other manufactured products coo ces ves

Source: UNIDO data base.
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As Table 1.2 shows, the overall jicture of fast growth until the late
1970s, followed by deciine in the (980s, is reflected at the branch level.
Until 1984, beverages, tobacco, wooden furniture, non-setallic minerals and
metai products were still growing. By 1985, deciine was aiso a fact in the
beverages and furniture :industries. As mentioned above, the cemeat plant :s
aow ciosed.

Available information on the tobacco industry shows a record of strongly
fluctuating outpur. According zo a 1986 UNIDO survey (see selezzed
references), the only Liberian tobacco oroducts factory omn which data were
available appeared to be performing relativeiy weil in the mid-1980s, with
output rising continuously. ?2art of the output fiuctuation can oe expiained
by the irregular availability of gzood gualiity domestic tobacco, as few
attempts have been made to grow the crop on a large scale using modern methods.

The only other relatively successful industry in the group of industries
under review appears to be the fabricated metal products industry, and even in
this branch a number of individuai f{irms are in serious trouble. This is
shown in Table 3.3, which lists the capacity utilization rates of medium and
large-scale factories in cthe Monmrovia area. The table lists &% of these
enterprises vhich -~ given the size of the sector - may be considered a large
sample. It includes enterprises from virtually all branches and offers a good
picture of the present overall situation in the sector. The average rate of
capacity utilization was 30 per cent and a number of factories were not
operational at all.

3.2 ¥3ior orobnlems srd constraints

‘ While the overall collapse of the economy, accompanied by shriaking
domestic markets and a lack of confidence among entrepremnzurs, is the major
cause for the decline of manufacturing industry, it is possibie to identify a
number of more specific reasons for poor performance and low capacity
utilization. These include: !

(i) Shortages of raw material due to the lack of access to foreign
exchange (see also viii). In spite of increasing Government efforts
to stimulate the use of domestic raw materials such as rubber, round
logs, palm oil and sugar cane, these do not yet form a solid basis
for developing the manufacturing industry.

(ii) Poor maintenance of equipment and installation, absence of preventive
maintenance, and lack of spare parts. Maintenance problems are
sometimes aggravated by abuse of the equipment.

:(iii) Frequent, unexpected power cuts during the three to four months of
the dry season. ‘

(iv) Inadequate budgetary control, production planning and control,
product costing, market forecasting and break-even point analyses.
In many cases there is no understanding of how to manage a
maaufacturing enterprise. ‘
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czp.e 1.3: lapacitv :til:zstion rites i3 Llperiiz
z3zzfsctariza entesyrises (335
Establishment Capacity
utilization rate
® J.B.T. Carpentry Shoo, Tubman B3lvd., Monrovia 20 per cent
Nimba Wooden Industrial Co., Congo Town 20 per cent
BADDOO Poultry, Somalia drive Nil
- LEVAN Steel, Somalia Drive 40 per cent
Parker Industries Ltd. (Paints) 33 per cent
Liberia Glue and Latex Foam Industries Inc. Closed
LP Industries (PVC pipes) 25 per cent
Mesurado Oxygen and Acetylene Plant Closed
Mesurado Soap Plant Closed
Mesurado Detergent Plant Closed
Mesurado Aluminium Fabrication Plant No activity
Mesurado Garment industries/Domestic Appliances Closed
MODALCO - Food Processing Closed
M.1.C. 20 per cent
Mesurado Fishing Compound and LIFAICO 10 per cent
LIPCO 45 per cent
METALUM 80 per cent
MEZBAU 70 per cent
Liberian Steel Products Corporation 70 per cent
National Food Manufacturing Corporation 80 per cent
Metalloplastica (Liberia) Ltd. 50 per cent
Industrial and Chemical Corporation 25 per cent
LIMACO (Match Manufacturers) 80 per cent
Liberia Battery Manufacturers {orporation 40 per cent
Monrovia Breweries 1 shift (capacity 3 times higher) 70 per cent
ERA Industries Complex Inc. 50 per cent
MANO Mfg. Co. (MANCO) (Bleach, candles, insecticides) 6C per cent
LIPLAFCO - Liberia Plastic Foctwear Corporation 45 per cent
Liberia General Industries (cosmetics and soap) 40 per cent
MOTIFCO - Tile Factory 70 per cent
LUNA Nail Factory No activity
Monrovia Tobacco Corporation 60 per cent
UNIPAC Corrugated Carton Manufacturers 40 per cent
VAANG-AHN Enterprises Ltd. (toilet paper and napkins) 50 per cent
CEMENCO Liberia Cement Corporation 40 per cent
. Monrovia Slaughter House 40 per cent
[talian-Liberian Fishing Enterprise 60 per cent
C.F. Wilhelm Jantzen (Furniture) Ltd. 50 per cent
. Union Glass Corporation -
Rainbow Industries 40 per cent
Firestone Rubber Plantation, Latex Plant .
Firestone Brick Manufacturing Plant oo
A.Z. Corporation Cube Sugar Plant -
Average 30 per cent

Source: UNIDO, Management diagnosis and industrial rehabilitation in
Liberia, 1986.. |
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Limited domestic market opticns and failure to seize many of those
available. Limited export opportunities due to product design and
gquality, and inabiiity of many firms to guarantee delivery dactes.
Competition from imported goods has recently become a probiem.

An inadegquately developed and functioning banking system, resulting
in inefficiencies and lack of liquidity. Overdraf: facilities, which
most businesses need in order to utilize their capital resources
the fullest, are not avaiiabie even when varranted. Other services
to industry (consuitancy, repair shops) are weak as well.

Incoﬁsistencies in tariff and tax regulations and implementation of
the regulations. For example, tax exemptions under the Investment
Code are not always granted in the Ministry of Finance.

Shor#ages of foreign exchange, especially in non-exporting firms, to
buy imported inputs, spare parts and so on, and increasingly
difficult access to the foreign exchange that is available.

SME is less dependent on imports of raw materials and spare parts than
the large-scale industry sector. However, its management and financing
problems are often worse, because entrepreneurs lack know-how and are not
considered creditworthy.

1.3 Linkages

The previous section has indicated already that Liberian manufacturing
has weak linkages with the domestic resource base. Stronger linkages would
not only save foreign exchange; a higher degree of processing of domestic raw
materials would also raise the domestic value added of export products, which
again would result in higher per unit export earnings.

Forward linkages are especially weak; in fact, the mission could find
only two examples. Wood is processed in secondary processing industries such
as the furniture and match industries, but this amounts to only about 5 per
cent of the export value of round logs. The Government has taken measures to
increase this percentage. Palm oil is mainly exported as crude. A small part
of the production is used for the manufacture of soap.

Although Liberia's marine resources are considerable, there is no
industrial processing of fish at present.

Iron ore, rubber, coffee and cocoa are only subject to primary processing
necessary for overseas transport. Apart from these export crops, agriculture
is poorly developed, and production is mainly for local consumption.
Consequently, few food crops are industrially processed. Raw rice is
processed locally by small mills, but, as Section 2.6.3 indicated, the pricing
policy for rice inhibits rice growing on a commercial scale.

The metal products industry, mentioned earlier as one of the few growth
industries, appears to rely compietely on imports. The industry is ,
predominantly a producer of building materials; its products do not appear to
be used as inputs by downstream industries.

!
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11ess cthan 10 empioyees)

ivpe of Industry Location Number of Enterprises
Alcohol Gardnersviile i
Bakeries Monrovia 9
Bakeries Kakata 1
Batreries/Accumulators Gardnersville i
Bacteries/Accumulators Monrovia 11
Beverages Monrovia a
3everages Gardnersville L
Brooms/Brushes Monrovia 1
Cigarettes Monrovia 1
Cigarettes Congo Town 1
Construction Materials Gardnersviile 8
Construction Materials Lakpazee 1
Construction Materials Bong Town 1
Construction Materials Gardnersville 2
Electrical/Mechanical Equipment Monrovia 2
Fish Processing/Fishing Monrovia 5
Fish Processing/Fishing Sinkor 1
Food Processing Monrovia 1
Furniture/Carpentry Monrovia 147
Glass Monrovia 1
Handicrafts Monrovia 3
Ice Cream/Pastry Monrovia 4
Ice Cream/Pastry Urstrura 1
Ice Cream/Pastry Gardnersville 1
Insecticides Monrovia 1
Jewelry/Goldsmith Monrovia 7
Leather Processing Monrovia 3
Matches Gardnersville 1
Meat Processing Gardnersville 1
Metal Processing Monrovia 9
Metal Processing Gardnersville 1
Metal Processing Vai Town 1
Milling, Cereal Processing Monrovia 4
Milling, Cereal Processing Buchanan 1
Milling, Cereal Processing Duo Town 1
Milling, Cereal Processing Zwedru 1
Milling, Cereal Processing Tuzon ! 1
Milling, Cereal Processing West Point 1
Oxygen/Acetylene Monrovia ‘ 1
Packaging Bushrod Island 1
Paints Monrovia 2
Paper Products Monrovia 2
Paper Products Freeport 1
Paper Products Bensonville 1

ceeesceeessCONtinued
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Tabie 3.4: Location of smai. =anufaciurizng anternprises i Liber:
(in aumbers) continued

Tvoe of Industry ‘ ~ocation Number of Enterprises

Plastic Processing Moarovia 5

Plastic Processing Gbarnga L

Plastic Processing Gardnersville 2

Potato Chips Monravia i .
Printing Monrovia i2
SoaplDetergentleosmet1cs Monrovia 7
Soap/Detergents/Cosmetics Bardnersville 1
Soap/Detergents/Cosmetics Gardnersville 3 N
Soap/Detergents/Cosmetics . Congo Town 1

Steel Industry Monrovia 4
Textiles/Garments | Monrovia 13

Source: Ministry of Commerce and Industry database.

Large enterprises such as the beverages and beer plants are located in
the Monrovia area. This includes most of the industries included in
Table 3.3. The location is logical, due to the fact that Monrovia is the main
port and market of the country, the seat of Government, and - to the extent
available - the provider of support services. The Monrovia area is also best
equipped with physical infrastructure. Palm oil processing plants and
savmills are located in the plantation and forest areas througiout the
country, at points of access to main roads or ports.

An attempt to expand the manufacturing sector by the establishment of an
Industrial Free Zone in Monrovia has not been successful and most companies
which established themselves in the free port have now closed down (see also
Section 3.7). Currently, attempts are being made to expand the steel }
processing capability in the Monrovia area by establishing a ship~breaking
industry in the country. However, the downstream steel processing industry, .
which could use the scrdp steel within Liberia for manufacturing and building,
purposes, is too weak arnd the project is unlikely to be successful. Exports
of scrap are not likely to be a viable option either. !

Table 3.4 shows the location of registered private small-scale companies,
with the exception of furniture/carpencry companies. The number of the latter
was estimated at 170 in 1381, with the great majority located in the Monrovia
area. There might even be more tailors. Many of the registered companies are
aot operating, according to the Ministry of Commerce and Industry, or are
operating at very low cépac1c1es. Small-scale industries are somewhat more ’
widespread than large and medium-scale industries, but even they show a high
degree of concentratxon in the Monrovia area.

While for direct :ehabxlxcatxon purposes the high degree of concentration
in and around Monrovia may be convenxenc, greater diffusion of industrial
activities would be an -ssen:xal elemen: in an industrial regeneration drive.
Processing of raw materials at the source could in many cases be undertaken by
relatively unsophxsticated small and medxum-scale industries which are not too
dependent on the relatively well-developed infrastructure of the capital. !
This would also help to increase rural employmen: and xncome.

i [

!
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1.4 Jwzesshin gatters

The economy as a whole is dominated by the private sector, and this is
also true to a large extent in the manufacturing sector.

Most manufacturing enterprises are owned by foreigners. YNo figures are
available, but it is estimated that less than 5 per cent of the large-scale
companies are fully owned by Liberians. A reservation scheme for small-scale
enterprise, which would restrict investment in small-scale industry (SSI) to
indigenous Liberians, is being discussed. Otherwise, no restrictions on
foreign private investment appear likely in the short-to-medium term.

The Government owns some manufacturing enterprises, including rubber and
sugar processing units and a glass factory. All of these have been
intermittently dependent on Government transfers during the 1980s. #ith the
exception of the [PRC, the Mesurado Group was the most important conglomerate
of Government-owned manufacturing enterprises, producing a wide range of goods
(see Table 3.3). Partly as a result of mismanagement, most of the plants had
to close down during the 1980s. Finally, the Government is a partner in
several joint ventures with foreign enterprises, includes some in the beverage
industry.

As part of the ERP, the Government is studying the privatization of most
of the companies in which it has controlling interest (see Section 2.1). At
national seminars on the development of the private sector held in Monrovia in
1988, however, it was pointed out that mere privatization would not solve the
problems of the enterprises. A serious commitment to restructuring and
revitalization on the part of the private enterpreneurs would be essential to
guarantee their future viability.

1.3 Trade ‘n manufactured oroducts

Manufactured exports accounted for a mere 1.5 per cent of total export
earnings in 1983 (see Table 3.5). By 1987, their share had decreased to only
1.8 per cent of the value of total exports. The largest export groups were
palm oil, palm kernel oil (until 1985) and sawn, non-coniferous timber. The
decrease in international palm oil prices, together with the lack of export
promotion and price competitiveness in world markets, were the major factors
in the continuous decline of Liberia's manufactured exports.

Although the Government has stated that it wishes to stimulate exports in
order to increase the flow of foreign currency into the country, no specific
policies have been designed to increase manufactured exports; as before,
industries remain basically domestic demand-oriented. Sawn wood and palm oil
are likely to remain the main manufactured exports in the medium term.

‘ The decline of foreign exchange reserves énd earnings has resulted in a
significant reduction of imports. This is also true for manufactured imports,
which represented between 76 per cent to 84 per cent of total imports over the
1983-1987 period, if petroleum products are included.

‘ With' regard to imports specifically designated for the manufacturing
sector, the declining share of capital goods (machinery, industrial and
transport' equipment) in total imports of manufactures should be noted. This
reflects the stagnation of the manufacturing sector since 1980/1981, and also
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the scarcity of foreign exchange. 3is indicated before, the high degree of
import dependence of the manufacturing sector and the scarcity of foreign
ex:hange have resuited in decreasing levels of plant capacity utiiisacion.

Recorded imports and exports of manufactured products were paralleled by
non-recorded trade with neighbouring countries. This trade has been very
active but is difficuit zo quantify.

Provided that adequate attention and support :is given to problems of
operational efficiency and viability of domestic demand-oriented eanterprises,
increased import substitution in agro-related industries can be achieved and
can complement an export expansion strategy. roreign exchange earnings would
thus be complemented by foreign exchange savings. Import substitution couid
be increased in the food products sub-sector, while secondary wood processing
is a likely candidate for export expansion.

wabie 3.5 Compos:tion (va.ue 3nd share) of exports snd :=morts. .333-.%%8°

1983 1984 198% 1986 1987
Total exports, F.0.B. (million L$) 427.6 452.1 435.6 508.4 382.2
Manufactured goods of which: 2.5 2.1 2.0 1.9 1.8

- pala oil 0.5 0.7

- palm kermel oil n.a. 0.8
- sawn, new coniferous wood 0.3 0.2 0.3 9.7
Crude ores and products of which: 97.5 97.9 8.0 98.: 38.2
‘ ~ iron ore 62.5 61.7 64.1 60.8 57.0
- crude rubber 17.1 20.2 17.7 19.8 23.4
- wood logs 3.2 5.0 3.3 8.3 3.3
- coffee 6.3 3.0 6.3 4.0 2.6
‘ - diamoncs 4.0 2.4 1.1 1.6 2.9
‘ - cocoa 2.7 3.4 2.6 2.2 1.6
Total imports, C.i.f. ‘million L$) 411.6 363.2 284.4 259.0 307.86
‘ Manufactured goods of which: 81.3 81.6 75.8 83.2 83.7
1 - capital goods (machinery/ ‘
transport/equipment) 13.5 14.7 11.1 il.5 10.0
- intermediace goods (energy *
products, constructior materials) 52.4 51.0 48.4 52.2 57.6
| - consumption goods, except food 13.4 15.9 16.3 19.5 16.1

Source: Annual Report 1988, Ministry of Plaﬁning and Economic Affairs.

Liberia’'s trade relations are predoninéntly with the developed market
economies. Few details are available on the destination and sources of
manufactured tradeables. However, a good xmpressxon of the trade flows can be
gained from general trade data.

In 1987, theHEuropean Economic Conmunxty countries purchased 74 per cent
of total recorded Liberian exports, followed by the nxted States (19 per
cent). Neighbouring ZCOWAS countries bought only 1.2 per ceat of L iberian
exports and re-exports in 1987, but absorbed all non-recorded exports. The
US, Federal Republic of Germany and ECOWAS countries are .he largest suppliers
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of manufactures and orimary goods, but US shares in the import market have
decreased over the years to 19 per cent in 1987. The Federal Republic of
Germany suppiied about 12 per cent of total Liberian imports between 1983 and
1986, and 17 per cent in .987. Import trade with ECOWAS countries
intensified, from 3.5 per cent of the total recorded imports in i983 to 15.8
per cent in 1985 and 16.3 per cent in 1987. Nigeria is a major suppiier of
pectroleum products, and Cote d°'Ivoire is the aajor buyer among neighbouring

couniries.

Due to the relatively low level of processing, Liberian export growth has
not generally been constrained by protectionist barriers in importing
countrizs. The impact of regional trade agreements suchk as the ECOWAS and
Mano R: ‘er Union aas been significant as far as imports are concerned. The
dependency oun overseas export markets has remained extremely high.

Until 1987, there was a ban on imports of a number of manufactured goods

to protect domestic producers. These contrcls have been largely abolished.
The most imnortant domestic product still enjoying protection is beer.

3.8 29.:cies snd iastitutions for the manufacturing secter

The Ministry of Commerce and Industry is charged with the formulation of
policies and measures for the development of the manufacturing sector.
However, few of the development policies that have been implemented in Liberia
are manufacturing-specific, and there is a lack of co-ordination and
continuity in policy-making and execution. Other ministries and institutions
having an influence on industrial development include:

- The Ministry of Planning and Economic Affairs (preparation and
implementation of plans, policies and programmes for industrial
development);

- The Ministry of Finance (sources of financing, investment control);

- The Ministry of Rural Development (creation of employment and
industrial investment opportunities in the rural areas);

~ The National Bank of Liberia (NBL), Small Enterprises “inancing

Organization (SEFO), Liberia Bank for Development and Investment

(LBDI), Agricultural and Co-operative Development Band (ACDB),
National Housing and Savings Bank (NESB), (industrial financing);

- The Monrovia Vocational Training Centre (MVIC) and other training
institutions (training of entrepreneurs and workers for industrial
\ development).

| The most important general development policies and measures that have
., been formulated and implemented have been reviewed in the previous chapters.
. Specific efforts for the development of manufacturing include:

. (1) The objectives for the manufacturing sector formulated in the ERP:

| - To arrest the decline of the private sector and to broaden the range
of goods produced; |
- To develop an appropriate mix of import substitution and |
! export-oriented industrial production;
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|
- To promote greater Liberiam participation in, and a wider spread of,
ownership of the enterprises, as well as :to ensure development of
experienced entrepreneurs;
|
- To develop iinkages of the small-scale sector with large-scale
enterprises; and

- To generate empiovment Jpportunities throughout the country with

particular emchasis on the rurai areas.

The sector’'s projects and programmes under IRP are: financing small and
medium enterprises (SME) orojects; development of zrowth centres;
establishment of a teconological centre for metal casting; study of potential
rural industries based on iocal resources; study of the supply of machinery
for hire-purchase o SMEs. Annex Table 4 gives a breakdown of planned
expenditure, indicating that most of the support will be directed towards SME
and rural indus:irv  Otherwise, the section on manufacturing in the ERP
contained very few details. Yo evaluation of the implementation of the
programmes was available at the time of writing. !

(ii) The Liberia Industrial Free Zone Authority (LIFZA)

The LIFZA was created in 1975 to attract export-oriented investment.
Viewed as an extra-territorial entity designed to minimize administrative
formzlities, LIFZA granted zone enterprises the following incentives:'

- 100 per cent exemption from corporate income tax for the f1tst five

years; subsequent taxation was not to exceed 25 per cent;

- 100 per cent exemption from all import and export duties;

- No limitation on outflows of capital and profits

- Admission of entirely foreign-owned enterprises and expatriate s:aff;

- Assistance in company registration, customs clearance and othet legal
formalities;

- Assistance in obtaining loans and finance;

- Easy access to ECOWAS, Mano River, EC and US markets.

These incentives should have been conducive to investment, but certain
divisions of the Ministry of Finance did not want to honour these incentives
because income zenerated by the firms was needed to me2t the Yinistry's
revenue targets. Leasin: rates also proved very high, and thereiore few firms
were attracted to the LIFZA for a long period of time. To make up for the
small number of exporting firms, severai firms producing for the domestic
market were also admitted. Zven this did nor help to make the LIFZA project
successful. Most of the firms presently located in the Zone have ceased
operations or operate at very low capacity levels.
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ACRO-RELATED IYDUSTRIES AND THEIR REEABILIZATION

Successful industrial development in Liberia could be greatly enhanced by
a heavier reliance on the domestic supply of raw materials, now predominancly
- exported in unprocessed or semi-processed form. The ERP recognizes this, and
emphasizes the roie of processed agricultural and forest raw materials in
future development. The term agro-related used here includes industries using
rav materials from agriculture, forestry and fisheries: cereals, cassava,
coffee, cocoa, rubber, palm oil, tropical woods and fish.

The ERP'S motivation for emphasizing these industries is not based on the
abundant availability, or potentially abundant availability, of these raw
materials alone. Agro-related industries, especially food industries, have a
low demand threshold; therefore, they can be successful even in thz rather
small Liberian market. Because most food products are basic needs, demand
tends to be relatively stable as well. Lnoking at export markets, foreign
exchange earnings can be increased by a higher degree of processing of fish
and agricultural and forest resources. Finally, many of these industries use
relatively simpie, cheap technologies and are labour-intensive. Financial
needs ar§ therefore limited and the employment effects considerable.

Virkually every agro-related industry suffers from problems constraining
it from making an optimal contribution to economic development. Hence, for
regeneration of the industrialization process in Liberia, the sub-sector must
be reviewed and rehabilitation and restructuring measures formulated. In this
context, it is vital that a national strategy for the sub-sector be
elaborated, stating priorities, targets and a timeframe for implementation.
The experience of successful rehabilitation and restructuring in the
agro-related industries would also be useful for other industries.

4.2 3ranches

‘ Ihé sub-sector has ihe following branches:

\ animal feed processing
. | fish processing
| flour milling
\ food processing
. \ rubber processing
palm oil processing
wood processing
. Crops such as coffee and cocoa are not processed industriaily at present.
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§.2.: Jyeril. oharciCteristics

(i) Animal feed srccessing

This dranch is at present very smal:: there is only one manufacturer
producing commercial formuia feeds. 3mall plants were established in the
1970s to cater to the needs of large pcultry farms and, to some extent, pig
farms.

This branch in particular is imporzant for increasing the production of
poultry since domestic output of red meat is relatively smail.

(ii) Fish processing

Liberia nas a long coastline with rich fish resources. In the 1970s,
there vas a well-developed integrated fish industry geared to sucplying the
domestic market and to producing large quantities for expcrt. The scale of
these activities is now small. Fish resources are now partly explored by
fishing vessels from other countries and the economic beneiits accruing to
Liberia appear to be small. There is no functioning industrial fish
processing plant in Liberia at present which, given the mission's criteria for
plant selection, disqualifies the industry from rehabiiitation studies.
However, the branch has great potential, which should be of great concern to
the Government of Liberia.

(iii) Flour milling

Flour milling is of great importance for the supply of essential staple
commodities, wheat flour in particular, to urban areas. For climatological
reasons, however, no wheat is grown in the country. All wheat used for flour
milling is Imported and there is oniy one flour milling enterprise, National
Milling, which has its flour mill near Buchanan.

(iv) Food processing

This is a branch which comprises a variety of processing industries, from
slaughterhouses %o fruit canning, and frozen vegetables to tomato sauce. The
branch is aiso heterogeneous Zrom the point of view of the size of its
enterprises, although in Liberia the food processing branch has a narrow
base. The branch is discussed in more detail in Sectionm 6.3.

(v) Rubber processing
Natural rubber is by far the most important export crop. Production

reached 102,000 tonnes in 1987, 43,000 tonnes of which were produced by the
foreign enterprise Firestone; 37,000 tonnes by other foreign concessions; and
22,000 tonnes by Liberian farmers, including absentee landlords living in the
cities.

The natural coagulated wet rubber is subject to a primary process which
turns it into dry rupber. It is then pressed into bales Zor export. This
process is carried out in nine processing plants, or centres, of varying
capacities. The piants are located mainly in the ""Rubber Beit" extending from
Monrovia in the south going northeast past Gbarnga, and aiso along the coast
at Harper, Greenviile, and inland {rom Buchanan.
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lants, there s no

Apar: from the above-mentioned srimary processing
The country is only a suyppiier of raw materials

rubber industry in Liberia.
for overseas manufacturing companies. Moreover, the
olantations are aging and the future of the entire Liberian rubber 5ranch mav
be in jeopardy uniess more empnhasis is soon placed on repiantcing c¢f rubber
trees. The present high international rubber price sacuid be a stimulus for
nev efforts to increase the contribution of domestic rubber producers 0 the
economy .

(vi) Palm oil processing

A large part of the national palm oil processing capacity is at present
under Government control. Although most piants have plantations of their own,
many of them also receive palm oil fruit for processing from outgrowers.

Although the bulk of crude palm 0il is exported, some is used for
domwestic soap manufacturing. There is no refinery in Liberia. The palm oil
branch is discussed ian detail in Section 6.2.

(vii) Wood processing )

In 1987, a total of 711,673 m” (solid measure) of round logs were
harvested in Liberia's natural forests. Exports accounted for 429,000 m’;
this represented an increase of 37 per cent over the 1986 figure. Exports of
sawn wood in 1986/87, however, were only 8,410 m’, or about 2 per cent of
round log exports. This illustrates the present situation of the branch
fairly well - felling in the natural forests, accompanied by very little
processing. There are 24 sawmills and 3 veneer/plyvood plants in Liberia.
There is no pulp processing. Secondary wood processing is confined to
smail-to-medium-sized furniture and carpentry enterprises primarily
manufacturing for the domestic market. Section 6.1 describes the wood
processing brancn in more detail.

.

2.2.2 Y3isr prob.ems asnd canstriiats

In the opinion of the mission, agro-related industries are currently
performing below optimal capacity. They are going through a period of
stagnation and performance is generally poor. This is the result of a number
of factors which affect the operation of the plants and discourage investment.

The comnstraints to the operations of the majority, if not all, of the
enterprises are:

- deficiencies in managerial capabilities at various levels;

- lack of finance, including foreign exchange, for the procurement of
esgential spare parts and inputs:

- frequent mechanical breakdowns of equipment due to inadequate
preventive maintenance and lack of spare parts;

- ingufficient, or total absence of, incentives to ¢ icourage employees
to perform well;




irequently inadequate aad often erratic supply of raw material inputs;

inadequate transpor: capacity, caused by excessive wear on vehicles
due to bad road conditions, inadejuate preventive maintenance and iack
of spare parts.

In addition to the finanrial problems facing the enterprises, especially
those in the public sector, there is at present a reluctance to invest in
agro-related enterprises. This is a serious constraint on the future
development i the various branches. It is largely due to the lack of
confidence in the present economic emvironment in Liberia which has been noted
ir "he first chapters of this report.

4.2.3 linkages

It was noted in Section 3.3 that in the manufacturing sector both
varkward and forward linkages are weak. In the case of the agro-related
industries, linkages are developed to some extent only in the palm oil and
wood processing industries. These are more often backward than forward
linkages. (See Chapter 6 for a more detailed discussion.)

The main reason for the near absence of linkages is the Government's
failure to implement a coherent strategy of resource-based industrialization
in the past. The old Investment Incentive Code, which came into force in 1977
and was revised in 1982, had the stated objective of encouraging the
establishment of industrial units utilizing Liberian manpower, raw materials,
ang products of Liberian origin. But no institutional machinery was
established within the Government to enforce the implementation or to monitor
the impact of the Code. The ERP and the new Investment Code provide a new
opportunity to strengthen intersectoral and inter-industry linkages.

Figure 4.1 illustrates the linkages at the branch level and the flow of
produce from the agricultural, forestry and fishe.y sectors to both the
domestic consumer sector and the export sector.

4.2.4 Soatis. gistribution

The distribution of enterprises within the sub-sector is directly related
to the location of the natural resource being exploited. Fishing enterprises
are centred in Monrovia. Rubber processing plants are located in the Monrovia
to Gbarnga '"rubber belt" and also in the isolated rubber producing areas in
Grand Cape Mount county and Sinoe. Sawmiils are located in all of the logging
areas, but the secondary wood-based industries are centred in Monrovia, where
most of the buyers of its products are found. Palm oil processing plants are
located in the main plantation areas of Grand Cape Mount County, Lofa County
and Sinoe County. The main milling company using imported grain is located in
Buchanan close zo the port facilities. Manufacturers providing consumer goods
such as ice cream, pastry, potato chips, beverages and bakery products are all
based in Monrovia.




4.2.F3  Qynoershia natierz

Agro-related industries show a mixed picture with regard to owmership.
The palm oil industry is praczicallv fully Government-owned via the National
?3lm Ccrporation (NPC). The sole enterprise in the animai feed branch is
privately owned by the National Milling Corporation whica. in turm, is
controiled by the US-based Seabourne Company. The fish processing branch is
aimost entireiy controiled by private interests, with foreign companies
predominating: out of 28 fishing vessels registered with the Ministry of
Agriculture only two are Liberian-owned. Private ownership also predominates
in other food processing industries. The rubber processing branch is
dominated by US firms, with the exception of Sinoe Rubber Corporation and the
Rubber Corporation of Liberia which are both publicly owned. Finally, the
wood processing branch is predominantly privately-owned as well, with both
foreign and domestic enterprises represented. Most of the large enterprises
are foreign-owned.

§.2.6 Policies snd :astitutians 3s they relate to the sgro-industriai

sub-secCtor

The general investment incentives discussed in Section 2.3 and the ERP
policy objectives for private and public sector manufacturing outlined in
Section 3.7 alsc apply to agro-industries. No separate policies or
institutions exist in support of this sub-sector. Some of the general
policies that have been implemented, however, have had a special impact on
agro-related industries. In Chapter 3, reference has been made to changes in
the trade, tariff and pricing poiicies that have an impact on manufacturing.
For the agro-processing industries, the retention of the ban on imports of
poultry products is important. Duties are to be lowered on a number of
important agriculrtural products and semi-processed goods (cereals, vegetable
oils), which shouid help to improve the flow of inputs to food processing
industries, as domestic agriculture is not yet able to provide such inputs in
sufficient quantities. Duties on soft drinks, beer and several other products
of the food and beverages sub-sector that are also made locally are to be
raised according to the Cabinet Committee on the Review of the Tariffs.
(Other sources mention a ban on imported beer.)

Food products are a major category of the commodities whose prices are
controlled. In the agro-industrial context, the issue of rice prices is the
most important. (See Chapter 2, section 2.6.3 on pricing policy for a
detailed discussion.) !
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AAPTER 3

3¢ CH0ICE OF PLANTS

“we

e The se.eCtion acocess

The choice of plants for this study was made by the mission after
consultation with the Ministry of Commerce and Industrv and other Government
institutions inciuding the Ministries of Agriculture, Planning and Finance.
The following groups and organizations provided input as well: the National
Investment Commission (NIC), che Liberian 3ank for Development and Investment
(LBDI), Liberian business representatives, and the main bilateral co-operation
partners - UNDP, USAID and the EEC Deiegationm.

During the preparatory mission in early November 1988, a list of l4
domestic enterprises was presented by the Ministry of Commerce and Industry,
and a list of ten candidate enterprises by the Liberian Chamber of Commerce.
Four more firms were added after the full mission arrived in Monrovia in early
January 1989. The enterprises suggested by the Government represented both
the public and the private sector, with the majority located in Momrovia or
its vicinity and a few in other regioms.

Detailed information on the enterprises was generally very limited.
Before making the final choice, the mission visited a number of firms or met
with management representatives.

For the final selection, the following criteria were used:

(a) The plant should have potential for rehabilitation and should
not require totally new investment;

(b) The plant shéuld be attractive to outside (European, LS, etc.)
investors;
(c) The plant mu#t be in a strategic industry as identified in the

Government's development policies;

(d) The plant should be largely Liberian-owned. If not, the
plant’'s management and performance must provide demonstrable
benefits to Liberian entrepreneurs;

(e) The plant should use, or have the potential to use, domestic
raw materials;

(£) The plant should exhibit significant backward linkages to
agricuiture, Zorestry or fishery, and forward linkages to other
important induscries/sectors;

(g) At least one of the four plants chosen should be in the private
sector;
(h) The plant should have the potential to save foreign exchange °

and reduce import dependence.
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The -ompanies uitimately chosen wers enterprises with protlems whicz :in
the mission's opinion could be remedied through rehabilitation in a
comparatively short period of time and with :imited financial resources. The
rehabilitation of the selected enterprises shouid therefore be seen as a piiot
project, whereby experience can be zained for the rehabilitation of the
LiSerian manufacturing industry. This experience can be used in the next
stage, Zor successful renabilitation of larger, more compiex cases.

3.2 SeieCted 9.:z2t$

After further consultations, the mission identified three enterprises
that compiied largely with the criteria used and could be subjected to
detailed studies. These were:

- West African Agricultural Corporation (WAAC)
- Bomi Hills Wood Processing and Training Corporation (Bomiwood)
- Baker Jomegrown Poultry Farms, Inc. (BHPF)

WAAC is a mixed company with a 67 ver cent Government interest. It
processes palm oil fruit from their own concessions. 3omiwood is 100 per cent
Government-owned, eangaged in processing of round logs from two forest
concessions. BHPF is a privatelv-owned integrated enterprise which breeds,
hatches, and rears broilers for supply to the slaughterhouse. It also
processes the necessary formuia feeds.

3.3 <ustificatien 3nd linkaaes

west African Agricultural Corporation (WAAC)

0il palms are grown widely in Liberia and the palm oil fruit is
traditionaily used for extracting of oil on a household basis. Large
quantities of paim oil fruit are available for industrial processing, which at
present is carried out in six plants wizh capacities ranging from 100 kg of
fruit per hour to 10 tonnes per hour. The performance oi all paim oii
processing plants is sub-standard according to available reports.

WAAC was selected as a typical representative of the larger palm oil
processing plants in Liberia, which are characterized by poor capacity
utilization, lack of working capital and inadequate management.

WAAC has potential for rehabilitation, and the paim oil branch is
believed to be of interest to foreign sources of finance. The present mixed
ownership structure of WAAC is likely to be beneficial in this respect.

Palm oil is important to the Liberian economy, not only because of its
domestic use for human consumption, but also as an input for domes:tic soap
manufacturing enterprises - one of the rare examples of forward linkages in
Liberian manufacturing. At present, much crude palm oil is exported; however,
it ‘could be used domestically on a much wider scale as an input for other
précessing industries.
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_iberia has large forestry resources. At present, practicaily all zimber
exports are in the form of round logs. A recent Zovernment directive orders
the industry to increase its production of processed timber from the preseat
ievel of about 2 per cent of the logs to 20 per cent by [ March 1993. The

urren: saw milling capacity is too small for this task and must be increased.

Bomiwood could serve as a model for other sawmills with regard to
management, administration, operation and marketing. Bomiwood has operated
over a number of years with assistance from the Federal Republic of Germany.
The co-operation agreement terminates in 1990 and its renewal is reportedly
uncartain.

One important component of the Bomiwood project, the traiaing of
personnel for forestry and sawmill employment, has not been successful.

Bomiwood has backward linkages to forestry and forward linkages to
secondary wood-processing enterprises, but for the saw miiiing industry as a
whole these are rather weak and should be strengthened.

Production at Bomiwood is to a large extent focused on export of sawn
timber, but marketing is one of the areas where rehabilitation and further
development are needed.

Baker Homegrown Poultry Farms, Inc. (BHPF)

Before 1980, the poultry industry in Liberia was successful in providing
the domestic market with poultry products. During the 1980s, however,
virtually all poultrv eaterprises suffered from a variety of problems. No
large-scale commercial broiler enterprise is in operation at present, and very
large quantities of frozen chickens are imported. Moreover, there are no
commerz:ial hatcheries operating at present, and no chicken slaughter
facilities using modern slaughtering methods.

BHPF is a private enterprise with two-thirds Liberian ownership. The
rehabilitation of BHPF would significantly reduce the need for chicken
imports. BHPF would also be able to supply small-to-medium sized broiler
units with day-old chicks and feed, and provide extension services to these
farms. Its operations enhance two branches: animal feed production and meat
processing. BHPF is an integrated enterprise, comprising all phases of
operations from feed production and stock to the slaughtering and packing of
birds ready for the market. The units need rehabilitation in varying degrees,
with some of the units being in comparatively good shape. The structure of
the enterprise is expected to be attractive to foreign investors.

Linkages

Figure 3.1 ill@strates the linkages of the selected enterprises.
Linkages are few, and only BHPF has more than one forward and backward
linkage. This is another reflection of the neglect of domestic resources and
the high import dependence of manufacturing. But there is a potential for
stronger linkages, and this potential can be realized, provided not oniy that
rehabilitation of the selected plants is successful, but also that the issue
of increased reliance on domestic inputs is pursued vigorously within the

context of the ERP's industrial regeneration attempts.

These potential'’
linkages will be outlined in Chapter 6.

!
[
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“he analysis of Liberian agro-related industries and the preliminary
assessment of several companies resuited in the choice 3f :aree companies for
rehabilitation in the foliowing three branches: wood processing, paim 2i:i
processing and pouitry/feed processing. This chapter provides backgrcund
information on these drancnes.

b.. =80d 3ITaCessizg

8.... Overs.. 233-aCter:stics

Wood processing is the second most important branch in the manufactur_.ag
sector, after textiles/wearing apparel, in terms of the number of enterprises
and size of the labour force. In 1986/1987, about 220 woodworking enterprises
were estimated to exist. Together, they employed about 2,150 persons,
equivalent to 19 per cent of the total manufacturing labour force. There are
many small-scale wood processors in the informal sector, aithough no estimate
of their number is available. In this connection, it is worth noting that
there are 51 registered logging companies, employing some 3,800 people.

Tsbie §..: Jood orocessing: estizated nu=per of registered

exterprises snd aaplovment. .986/.937

Number of companies Total Latour

PRIMARY PROCESSING s

- Sawmilling 24 1,300
SECONDARY PROCESSINC

- Plywood, veneer ) 3 150

- carpentry, wood workshops)

- Furniture ) over ;70 700
TOTAL about 200 about 2,150
Source: Compilation of Ministry of P' 'ng and Economic Affairs

=" Only 17 operational.

Primary wood processing consists of sawmilling. Most of the sawmills
concentrate on logs for export, as well as small quantities of high quality
sawn w#ood of well-known hardwood species.

Only one company has over 1,000 employees; six others employ over :00.
The other ten operationai sawmills are small, labour-intensive operations.
The eqiipment employed is generally out-dated, and the operations are
ineificient. Slabs and off-cuts are utilized as fuel wood, and large ‘
quantities of wood residues and waste are left to rot. Productivity is low
and cthe installed machinery is generully under-utilized, mainly because roads
and logging trucks are often in a state of disrepair. Sawmills, therefore,
cannot be properly supplied.
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3zcondary wood-processing Indusicies utiiize the orimary products Zor
furzher manufacturing and assembly into stardardized products (scaffoidings,
Jar-iai frames, -eams, form work and 50 on), aon-standard products (buiiding
components such 2s doors, windows. mouldings), Zurmiture. packaging f(crates,
boxes, pai:ets), and others thatches, toats).

with zhe exceotion 97 threoe large foreign-owned -cmpanies, :the secondary
wood-processing sector comsists 3i small enterprises, maianily producing
non-standardized oroducts and catering oniv o the neecs 3 the local marke:.
The industry is highiy iabour-igtensive, cifering aon-seriai production >f
generaily low—quaiity f{inishing and design.

woodworking machiners used in secondary processing is generally obsole:ze
and pooriy maintained.

The domestic value-added content of wood-based products supplied o the
domestic market remains iow, and secondary processed goods are generally
unable to withstand the competition from higher guaiity, iower priced importec
products.

A new regulation No. 15 on exports of .ogs and processed wood came into
effect in March 1988. It imposed an obligation on logging companies to
process 10 per cent of extracted logs locaily. an additional sawmilling
capacity of 25 to 50 per cent couid become opz2ratiomal in the near future if
this regulation is implemented. Moreover, the domestic vaiue added content of
wood products will be increased.

Liberian-owned manufacturers and distributors in the branch were
encouraged by the Government o form a professional association, the iiberian
wood and Carpentr¥y Industry asscciaticn (LWCIA). The LWCIA receives
government and foreign support, and its main goal is the development of
secondary wood processing. Some of zhe envisaged activities of the
Association are the deveiopmen: of a centraiised clearing-house system for
contracts, contrsi of sawn timper retailing on the domestic market, and
centralisation of imports of equipment and supplies. At the time of writing,
the extent to which these activities actually take place was not known.

Measures to stimulate the development of secondary wood-processing
include an increase in the utilizaticn of standard products, the establishment
of quality standards, and measures to increase domestic demand. If
successful, these measures are expected to increase the aumter of market
outlets and the ievei: of utilisation of sawmilling enterprises over the medium
term. They wiil aiso have the effec: of reducing dependence on imports and
conserving foreign exchange.

6.1.2 Y3°ar prob.e=s 33 2oastciints

As a whole, the wood processing industry is faced with the following
ma jor constraints:

- Inadequate supplies of wood inputs at compezitive prices due to
inefficient extraction and transport of logs;

- MNon-g:iandardigsation and 'low quality of secondary processed wood
products. Breaking even is difficult because of high production costs
and low prices that domestic wood products command in the marker;
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Very iow productivity Im the sawmills:

_ack of promoticn Sn the .sca. market Jf lesser-kaown. dut relatively

cheap wood species;

Lack of experienced snd adesuataly trained manazement. as welil as
killed personne:;

Seneral lack of recognition 3f the aeed for short and long-term
planning in managing enterprises, and iack of understanding 3f the

Jundamencais 32 pricescost taicuiations and record-xkeeping Jrocedures;
General lack of adequate vworking capital;

Poor maintenance and lzck of equipment and spare parcts (che
often a result of foreign exchange shortages);

General lack of knowiedge of the market and general lack of marketing
support;

Absence of institutional credit facilities, especially for Liberian
businessmen and Liberian-owned companies. when loans are granted
there is normally a lomg period between submission of the application
and disbursement.

-2243368

Forward linkages are not very weil developed at present, with a limited
amcunt of Zurther processing periformed. Joors. panels. crates and sallets ars
exampies of dowrs:iream manufacturing.

As seen in Figure 5.1, sawn timber is also scld o carpenters working for
the domestic market. This figure aiso shows examples of potential {orward
linkages, including export-oriented knock-down furmiture industries, and the
manufacturing of Pioor boards and parquet ‘loors for direct installatiom.
Other forward linkages couid possibly be identified, depending on deveiopments
in the domestic and export markets.

In summary, the potential for forward iinkages is considerable. Market

surveys wouid have to be made to .dentify products which can be produced in
Liberia at competitive prices and of uniformly high export quality.

So3tis. distriaztise

The forest resour:es of Liberia occupy about 49 per cent of the
land area of the ccuniry, the majority of the forests being in the
south-eastern and norti-western areas cf the csuntry.

I
Geograpnicai Distribution of Forest Areas
Miilion aectares Million acres

South-eastern sector
North-western secior
Norzhern sector
Others
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Source:, Forestry Development Authority, aAnnual Repor
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The maiority of logging and wood-grocessing operations are dispersed
throughout the south—eastern and nor:h-western forested regions. Theyv are
.ocated at the points of access to main roads dr jorts, as the Iindustry is
large:y dependent on export markets. wsithin the :ranch, the aumber and
2conomic imvortance cf logging companies is iarger than that of the primary
srocessing companies, ~sith zhe majority of activities Zocused on the expor:z of
rav logs. Recent Covernment reguiations oblige logging companies to process
iocaily a minimum of iJ per cent of their total ocutout. If implemented, this
regulation would lead o a better distribution of wood processing facilities
within the country.

During 1986/87 there were i7 operational sawmills producing sawn timber,
veneer and plywood. They are located in the foilowing regions:

Forest County of Number of Number of plywood/
region forestry HQ sawmills veneer nlants
| Nimba ‘ -
2 Grand Gedeh 3 2
3 Lofa 7 -
&4 Sinoe 2 1
Totals 24 3

Source: Forestry Development Authority, Annual Report 1986/87

Seven of these sawmills were aot operational in 1987. Apart from the
Bomiwood mill, they produced mainly for the local market.

The branch also contains secondary woodworking units, ail owned by
Liberians; 167 were registered with the LCWIA in the Greater Monrovia area in
1987. Such enterprises are also found in all other major towns, aithough
tneir precise numpers are not known.

Owaership oatters

(V1]

The enterpriscs in the branch are almost all owned by private companies;
most of the larger enterprises are foreign-owned.

The only wholly Government-owned company within this branch is Bomiwood,
which is controlled by the Forestry Development Authority (FDA) and the
National Investment Commission (NIC), the former owning 60 per cent and the
latter 40 percent.

in the case of Bomiwocd there is a bilateral agr-.<ment between the GOL
and the Deutsche Geselischaft fir Technische Zusammenarbeit (GTZ), under which
GTZ provided loans and grants. The origzinal objective of Bomiwood was to
provide training and management expertise for the wood processing branch. The
privatization of the company is being discussed.

§...6 23.icies snd iastitutions 3§ tho7 re.zte S the wosd 9rscess.iig brine

(2

There are no separate policies and institutions. [t should only be
pointed out that prices are market-determined. Readers, are referred %o the
poiicies and institutions described in Section 4.2.6. [t is useful, however,
to give a brief survey of forestry policiés in the present context,
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Zovernment policy ccncerning the management and atilizaticn of :the Zsrest
resources s stated in the 19/6 Forest Deveiopment Authority Act.

Measures concerning the conservation of Zorest resourzes, as well as :he
orest management practices df cthe Forestry Development Authority, are 3ased
an the Zoilowing poiicy obiectives:

- Make the most oroductive use of pubiic forests. :taking both cirec: and
indirect values of wood reserves into comsideraticn;

-~ Co-ordinate forestry and other orms of agricuitural land uses, and
deveicp the forestiry sector and iadustries in narmony with overail
- national deveiopment;

- Preserve and protect iforest resources by avoiding waste and
destructive extraction of valuable species, as well as by the
application of conservation programmes invoiving the rurai popuiation;

-~ TUndertake afforestation and reforestation programmes and estatlish
scientificaily managed permanent forest estates in the National Forest
Areas;

- Promote the commercialization and use of lesser-known wood species.

The Forestry Development Authority, under the auspices of the Ministry of

Agriculture, is the institution in charge of forestry development.

6. 73.3 5:. pracess:ng

9.0.. JVeri.. charTacterist.s

Palm cultivation and paim oil processing is a mirror image of Liberian
agriculture in general: it is an activity which is sharply divided tetween
modern plantations and miils on the one hand, and a traditional subsistence
sector which is essentially non-monetized on the other.

No area estimates of wiid oil palm groves are available, but acccrding to
a World Bank survey (see Seiected References) nearly 45 per cent of the
agricultural households make palm oil traditionally, from wild grove fruits.

Most of the domestic demand for palm oil, roughly estimated at 23,000 to
25,000 tonnes per year, is zovered by local production. Liberia has no
. refinery for crude palm oil. 3etween 1953 and 1987, imports of refined oil
needed %o meet local consumption needs averaged $3.85 million per year.

. in the late 1960s and '1970s, the Government started encouraging the
modern cultivation of oil paims, and even ot direc:tly involved. The
objective was to satisfy _oca. demand and aiso to producs fOr expor: marxets.
This objective has only paﬁc aily been reached, and most of the dema is
satisfied by prxvate ente*prxse.

According to the estimates of the Ministry of ?lanning and EZconomic
Affairs, the curreni area ﬁlanted wizh oil palms amounts o some 19,500
hectares, and the ex.stxng miiling capacxtxes amount to 42 tonnes/h of {resh
fruit bunches (FFB), dxs:r7buced as :ollow;.
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Source: Ministry of P?lanning and Economic Affairs, Annual Report, 1986

Area planted (ha) Milling capacity
Estate Smallholders ___(t/h FFB)
3,950 2,600 31.0
{in ail locations) (in 6 locatioms)
3,059 - 11.0
(ia 3 locations) (in 3 locations)
24,000 3,600 a2

The Government operates oil mills on smallholder farms (73.7 per cent of
the existing pianted area) and on concessions, and owns, or is the major
shareholder in, 73.8 per cent of the total milling capacity in “he ccuntry.

The condition of the state-managed palm sector is alarming. Mcst
plantations are old - that is, close to the end of their productive life of
15-16 years - and improperly maintained (no use of fertilizers, little or no
replanting, irregular and inadequate upkeep). Four of the small mills (with
capacities of 1.5, 2 or 6 tomnes/h FFB) are oid and their processing
capacities were insufficient from the start, so that only part of the owutput
of the surrounding plantations could be processed. They are either operating
at very low levels or had closed down by 1985.

The two larger Government-owned mills, with capacities of 10 t/h FFB, are
operating intermittently, far below :their rated capacity, and at a ioss. A
75/t/day palm kernel crushing mill that exported up to 5,000 t/y of palm
kernel oil until i9/8 was closed down in 1980. The yields on smaliholders’
farms are _ow in comparison with wild oil palm groves, primarily due o goor
initial site selection and poor management, although the pianting material (of
the Fenera variety) gives generaily satisfactory results.

§.2.27 Maier prep.eas in

gonstracnts

The major constraint facing this branch is the lack of defined, coherent
development policies and objectives.

The majority of the plantations are badly mismanaged, and tree reserves
have been partially destroyed through inadequate upkeep and harvesting

techniques.

The insufficient capacity of several processing mills resulted in
uncollected crops that were left to rot on the trees.

Due to the lack of competent management and shortages of working capital,
all plants operate intermittently, at very iow output levels. This results in
relatively high produccion costs and accumulating operational losses.

Shortages of foreign exchange and a lack of planning in purchasing
imporcted spare parts regularly rause breakdowns or closure of plants.
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The oroductivity and profitabiii:zy in the majority of enterprises are
reduced further 5y zhe low level of _abour skills and, more :importantly, :he
lack of motivation and interest among workers due to :ow Saiaries or evea
nou-pavment of wages.

§.2.3  Cizgages

Iin additicn to the backward linkage to agricuiture, there are at oresent
oniy two forward linkages - cne fo sSoap manuiacturing and the other to animal
feed processing. 3ome zrude paim 0ii is soid directly to domestic consumers
while the remainder is expor-ed. Figure 5.} shows toth existing and potenmtiai
iinkages. To increase linkages. MVA and emplovment, the renhabilitation of =zhe
existing paim kernel processing piant would bYe cf some interest. This would
also permit the paim oil sxtraction plants o find a marke:z Ior the palm
kernels. At present these do not generate any revenue, as they are either
used as fuei or simpiy thrown away.

A palm oil refinery has heen under 2<cnsideration by the Government on zhe
basis of a 1978 UNIDO feasibility study. In the opinion of the mission,
demand on the domestic marker and the Mano River Union wouid probably justify
this project. The availability of refined oil, moreover, would enable the
exploitation of more forward linkages.

6.2.4 Sopatia! distributian

The palm oil processiny branch presently consists of a few modern
crushing miils distributed 2round the country, plus many small viliage units
where 0il seed is crushed by hand for local consumption. The kernel zrushing
mill is located in the Monrovia Free Zone. As indicated above, all of the
larger units installed in the country are now either closed down or are
operating at very low capacities. The location of these is as Zclicws:

Planta~ion size Installed capacizy Country

Company (acres) (t/hour) location

WAAC 4,000 10 Grand Cape Mount

Butaw 5,300 10 Sinoe

Decoris 14,5000 4 Marland

Foya 2,300 ! Foya

Dube 1,:00 i Grand Gedeh

Zlea Town 1,000 0 Grand Gedeh
(village processing)

Kpatawee 1,000 J 2ong
(village processing)

Totota 9200 1.3 Bong

Madco 700 1 Tendell

Libinc 6,300 10 Grand Bassa

Source: SOFINCO - Study on palm oil processing sector, 1985

Libinc, a private company located at Buchanan, supplies industrial oil to
Rainbow Industries for soap manufarture and appears to be the most successful
operation. !
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§.2.3  Jwoers::iag sstters

According to a LBDI study, the zotal production of palm oil in Liberia is
estimated to be about 20,300 tonnes annually, of which 15,000 is produced in
the subsistence sector. The remaining 5,000 tonnes is produced by the
industrial paim o0il sector, of which LIBINC, a grivate company, produces about
3,900 tornes or 77 per ceat. The rest of the industrial paim oii sector is
partly or wholly-owned by the GOL through National Paim Corporation (NPCj;.

Ownership in many of the private companies in the palm o0il processing
branch has witnessed rapid changes. There have been minority interests from
abroad, mainly from Belgium, but ail foreign investors have puiled out after a
short time.

6.2.6 Policies and iastititions 3§ they relate to the pala oil brinca

There are no separate policies and institutions for the branch. The
policies and institutions referred to in Section 4.2.6 are also applicable
here. The only point that should be made is that prices in this branch are
administratively controlled.

6.3 Paultry nrocessiag

§.3.1 Oversil characteristics

The meat processing branch incorporates slaughtering and processing of
poultry, cattle and pigs. The current very low level of developmeat of this
branch is partly a consequence of the specific structure of Liberian livestock
and meat supplies.

Poultry weat is of particular interest to Liberia as a source of animal
pro~ein in addition to fish. Chicken production was developing quite wel:
during the 1970s, but industrial rearing and slaughtering of broilers ceased
during the first part of *he 1980s. Resumption of these activities is of
national interest; therefore, the followiné discussion focuses on poultry
processing.

Traditional meat supplies

The majority of the Liberian populatién depends upon #ubsistence
agriculture for its meat supply. It therefore relies essentially on
non-monetized livestock and meat production. The development of intensive
animal production and meat processing in urbanized areas has been slow, partly
because of the development of fisheries and artisanal fish processing, which
provided the principal source of animal protein in urban areas.

The size of the traditional livestock herd is very small. It was
estimated at a total of 260,000 head in 1987/1988 (Ministry of Agriculture
estimates), of which haif are goats, 23 per cent sheep, 2l per cent pigs and 6
per ceat cattle.

An estimated 800,000 poultry (95 per cent chickens and 5 per cent ducks)
were found on traditional farms according to MOA estimates. Assuming off take
rates of 10 per cent for cattle, 75 per cent for pigs and goats/sheep, and 100
per cent for poultry, and using the prevailing average carcass weights, the
current equivalent meat supply amo#nts to 4,150 tonnes only. For a population
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eszimataed at 2.29 million in 1987/88, :his implies an annual consumption of
about !.8 kg meat per :apita {rom indigencus traditionmai livestock. Near3v
al! the meat off take of the traaitionai farms Is consumed directly in the
viillazes.

Commerc:ial ooultrv/piggeries and meat jrocessing

Ir the peak vears :279 and 1980, commercial, iIntensive poultry and pig
farming and siaughtering suppiied an additional 2,200 romnes Jf meat per
year. However, most of the _arge iIntegrated poultry/slaughtering unics that
existed in the eariv 1580s have closed down {or reasons cutlined in Section
6.3.2. Commercial operations are now reduced =0 oniy two reiatively iarge
units and to some 30 small farms which seil the greacer part 3f their pouitry
production live. In the remaining iarge poultry unitz, which operates at a
very low ievel, laying is more important than slaugntering.

Commercial poultrv and slaughtering operations stiil supply a large part
of the meat marketed in towns, 2ither fresh or frozen. However, the entire
demand fcr meat and meat oroducts cannot be met bv these local suppliers.
Between 1982 and 1985 annua! imports of meat, paid for with scarce foreign
exchange, averaged 215 tonnes of meat and edible offal, 3,650 tonnes of
preserved meat, and 6§ tounes of chickens. In 1986/87 imports rose to 10,000
tonnes of pork ribs, 5,400 tomnnes of frozen pouitry, 12,500 tonnes of frozen
beef, and about 8,000 tonnes of processed meat products, according to data
supplied by the University of Agriculture.

The GOL conducted a national poultry survey in 1987 iu order to develop a
strategy for the development of commercial meat processing, with particular
emphasis on the production of chickens and eggs and the curtailment of
imports. The resuils and recommendations of the survey are stil! under
consideration.

It is the mission's view that poultry processing is the most promising

industry in the meat processing branch. Therefore, the following sections are
limited to issues relevant to the poultry processing industiry.

§.3.2 ¥zior prob.exms ing constraints

Several commercial integrated poultry/slaughtering and processing
operations closed down after 1982/83, as a direct result of mismanagement,
insufficient working capital reserves, an irregular feed supply, and
difficuity in obtaining access to commercial credit.

The enterprises which are still operating encounter maior difficulties in
importing their basic raw materials - feeds, day-old chickens, packaging
materials, and spare-parts - due to the scarcity c¢f foreign exchange.

Prior to 1981, the domestic meat processing business was protected by a
ban on the import of zhickens. The .iberalisation of imports and competition
from very low-priced chickens from Europ: forced several poultry operations
out of business and continues o be a major prublem for the few remaining ones.

Efforts are being made by porivate producers to reduce their Imports of
inputs by initiating local contract-farming of feed, or by starting-yp new
hatcheries. These developments are delayed by the difficult access to credit
at acceptable terms.
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L3, Lingages
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Tigure 6.3 shows the backward and Zorward linkages In the liberian
pouitry siaughtering indusirv. It Is imporziant o remember that there is oniy
one industrial poultry slaughtering =nzsrorise wnich Is turrently act
operational. The hackward linkages ar2 :ikely to be primarily with :the
commercial poultry units, with Zew direct links %o domestic agriculture. In
the iong term, the market for iive birds is Likely o te replaced by one for
dressed birds. It is then expected :that, with regard to siaughtering, the
smail to medium-sized pouitry operations on integrated farms wiil become
important sources of broilers and spent hens f{rom egg productiom.

§.3.4 Spatis. distridutian

At present, the branch consists mainly of numerous subsistence farmers
scattered througnout the country. There is virtually no surpius for the urtan
population.

In the Monrovia area, the Baker hatchery with a capacity of 24,000
day-cld chicks per week, closed down in 1980. The company's broiler farm in
Monrovia, with a capacity of 500,000 broilers per year, ceased operation in
1984.

In the Gbarnga area, the Baker unit as well as the Sangai laying and
broiler farm and broiler processing plant, with a capacity of 1,000 birds per
hour, closed down in 1980. At Sangai, there is a hatchery unit but this unit
was never commissioned.

The only remaining commercial producer is the Bright layer Zfarm at
Kakata, which produces approximateiy 25,000 eggs per day. A broiler
oroduction unit is preseantly being p:i:anned for the same site. The
distribution, by county, of traditionai subsistence poultry raising is as
follows:

Number of households Number of households

County or Territory with chickens with ducks

Bomi 2,300 250
Bong 11,800 1,060
Grand Bassa 8,100 520
Grand Cape Mount 2,100 330
Grand Gedeh 9,400 960
Grand Kru 3,300 120
Lofa 12,200 1,080
Margibi 4,800 350
Maryland 3,200 210
Montserrado 3,300 340
Nimba 18,200 2,850
Rivercess 1,800 270
Sinoe 3,200 150
TOTAL 38,200 8,790

Source: Ministry of Agriculture, June 1§88 Reporﬁ.
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The poiicies and institutions referred to in 4.2.6 are aiso applicabie =3
the poultry processing dranca. The prices in this branch ar: market
determined.

3.2 Anizs. feej =zauzfzitur:ize
$.2..  Qvers.. chgrzcter:stics

The mission estimates that total Liberian consumption of animal feed
averaged 7,000 tonnes per year between 1981 and 1984, of which about 80 per
cent was supplied from imports (5,670 tonnes/y, valued at 2.05 million $/y),
and 20 per cent by the local production of two feed mills. These feedmills
imported some 80 per cent of their inputs.

The two feedmills - one of which was part of Baker Home Grown Poulty
Farms - were closed in 1980 and 1984. The current stockfeed requirement is
mainly met by imports, with some feed produced domesticallv by the National
Milling Company, primarily a producer of wheat flour for human consumption.
According to Ministry of Agriculture estimates. atout 4,190 zonnes oI feeds
were imported in 1986/1987, of which 2,370 tonnes were toultry feeds and 320
tonnes pig feeds. The National Milling Company markets bran for anima. {eed
and recently also began to distribute compound feeds.

Bright Feed Mill, a poultry operation in Kakata, is currently installing
a 3t/hour feed mill expected to come into operation by the end of 1989.
Although the mill plans to use imported corn initially, it will be supplied
with corn provided by local contract growers in the longer run. The greater
amount of feed produced will be consumed by the poultry-rearing operation of
the company.

Stockfeed manufacturing is slowly starting up again in spite of the fact
that it is highly depeadent on imports of the major raw materials (corm,
soyameal, concentrates, fish meal). In the future it should be possible to
substitute a large part of the imported ingredients with domestic supplies of
corn, pulses, processed slaughterhouse by-products, and fish meal, if the
relevant activities are sufficiently stimulated.

§.4.2 Ma‘er orop.ems 3n3 csasiniiants
The main constraints on the animal feed industry are:
- shortage of domestic inputs, as farmers have few stimuli to grow and
market the required products;
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- shortage of imperzed inputs and spare parts/equipment as a conseguence
of foreign exchange shortages;

- the present weakness oI commercial meat production operations which
resuits in a iow demand for animal fcod;

- shortage of capable mansgers, technicans and skilled workers.

§.3.3 Liztaues

Figure 9.4 illustrazes the linkages of :the animal feed crocessing
branch. A well-developed feea industry usuaily exhibits a network of backward
linkages. The feed industry may use ingredients from agriculture and a iarge
aumber of food prccessing branches, which supply by-products directly or atter
further processing.

In the case of Liberia, where the animal feed processing industry is
still in its infancy, the backward linkages are less pronounced. However, it
is essentiai to realize that the feed processing enterprises are of great
importance in increasing the resources of many food processing industries by
providing a ready market for their by-products or wastes. Although the
forward linkages ar= few, the feed processing branch is in a key position to
help increase the supply of animal protein to an increasing population.

igqure 6.4: Linkages - present and opatential animal feed processing brinck
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Fsmersaiy datter:

The animal feed processing industry is Largei:y privately owned; the GJL
hoids a minority interest ia one company.

8.4.3 J9.izies 3nd iostitztoens 3§ tievw ra.ite g the 3aizi. feeg 3r:ac:s
I
. The policies and institutions referred to in 3.2.6 are appiicable.
Prices in this branch are market determined.
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T.i.. Sxistizg §itustisa

(a) Plant history

The 3omi Hills Wood Processing and Training Corporation was established
as a joint venture between the Deutsche Gesellschaft fur Technische
Zusammenarbeit (German Technical Assistance Group - GIZ) and the Liberian
Government. The company :is currently a fuily-owned Liberian company with a
technical assistance agreement with West Sermany, which provides assistance
with management, operations and maintenance. The agreement is due to end in
1990.

The objectives of establishing "he wood processing plant included:

- training of forestry personnel ind forest industry personnel,
including maintenance and managerial persomnel, in a practical
environment as a supplement to the training programmes provided by
the Forestry Training Institute;

-~ demonstrating to the Liberian Government that a plant built to
process 100 per cent of lumber inputs into finished products could be
a viapie operation;

- financing the operation through the commercial sales of the produc:s
produced by the training programme.

The concept of a training centre at Bomiwood was first outlined in a 1975
International Labour Organization study, which proposed the establishment of a
vocational training programme for forest fieldworkers. A second scudy by the
National Carpenters Association (NCA) proposed a forest industry workers
training programme. Based on these two studies, the Mano River Union approved
the establishment of a full-scale vocational training programme for forest
field workers and forest industry workers on a permanent institutional basis.
In 1978 the Forestry Training Institute (FTI) was created, which provided
clagsroom training but no faciiities for practical training.

Due to the necessity of a practical forestry and forest industry training
course specifically oriented toward prevailing conditions in Liberia, the
World Bank in 1977 investigated the possibility of 2stablishing a
commercially-oriented training centre as part of various promotion
programmes. Further negotxa:xons in November 1977 between the World Bank
Appraisal Mission, the Liberian Government and the Federai Government of
Germany concluded :hat an in-depth investigation was needed. A :easxbxlzty
study commigsioned from Atlanta Industry (Al) of Germany proved positive.*

1/ Al had been involved in pr’vious forestry studies in Liberia, including a
forest inventory project, species identification, and demarcation of
forest areas. ! ‘
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The Soveramernt cf the TRG as plaved an imrortant role in lLiberian
forestry since It cnmmenced in zne 1960s. TRG provided management inputs at
the Bureau of forestry and Wi:dlife Conservation (3FC) until 1977, and, siace
then t> the preseat, at the rorest Deveiopment Authority (FTA). During this
reriod, west German efforts included research into exotic and fast growing
stecies and the extraczion cf logs.

The original feasibiiitv study proposed that the plant should have a
zheoreticai input czapacity of 20,000 a’ per vear. Allowing for a 25 per
ceat loss due o the training programme, a net 15,000 m’ input wouid
oroduce an annuai outpu:t of 7,500 m', which wouid be marketed on both the
iocai and export markets.

The siagle saw iine, commissioned in :984, -ould not reach the
20,000 m’/year target; actuai capacity was estimated at 14,000 m®/year.
Therefore, a second smaller saw-line with a capacity of 8,0C0 m’/year was
added in 1987, which now gives a theoretical total capacity of
22,000 m’/year input working on a singie shift (3 hours x 5 days) basis. To
date, the plant's highest input has been oniyv _7,000 m° achieved in 1987.

A total investmen: requirement of US$iim included $5m working capital to
be provided by the Liberian Government. To date, $2m remains outstanding.
Instead, the GOL has paid the company quarterly instailments which the
Government effectively considers a subsidy, not a capital contribution.
According to the fores:iry Development Association, there is no prospect of the
Government giving any capital contribution to the project. Moreover, at least
two quarters of the so-called "subsidy” are normally paid in arrears.
Consequently, the operation nas been firancially crippled from the outset.
gfforts were made to accommodate this deficiency in working capital by a
German loan of D L7M arranged by GTZ from Kredit... ralt fGr Wiederaufbau
(KFW) in two instaliments, with a 10 year repavment period. This loan has
oniy aileviatea the working capital deficiency; the situation still has o te
corrected. From the commencement of operations, the GCL has treated Bomiwoou
as a normal concession, not as a training centre. A normal concession nas o
pay a series of forestry taxes, including stumpage fees. As the Protocol of
the original agreement did not set out the possibility of any tax exemptionms,
Bomiwood is liable for all taxes relevant to normal logging and forestry
enterprises. The reason stated for imposing taxes on Bomiwood was the
necessity to show the private sector that such a project can be viable.

In addition, since 987 the foreign exchange surrender law requires that
25 per cent of ail foreign exchange earnings be transferred to the Government,
with the company receiving Liberian dollars in return at the official l:1
rate. The remaining 75 per cent of foreign exchange is often not enough to
purchase spare parts for normal piant requirements. (fcr example, the
maintenance cost of unsuitable second-hand vehicles purchased for the project
is extremely high.) Arrears totalling ($$200,000 are now due to the
Government.

Jue -o the shortfall in project contributions by the Liberian Government,
GTZ funded a Germ'.a Evaluation Group in November 1988 to assess the project
and re-direct its objectives., The Group will also examine the feasibility of
privatizing the company. A -reliminary report is being prepared and the final
report ig due in early 1989,




1d:1225s -58-

with respec: ta the training of personne!, small numbers of mechanics,
elezctricians, equipment operators, production operators and an accountant have
compieted short training courses of cne o six moaths duration. In 1987 three
maintenance jersonnei underzook training, one <iectrician and one mechanic
from the Booker Washington Iastitute (3WI), and one mechanic from the Liberian
Mechanics Vocational Training Centre «LMVTC).

In 1988, 6 mechanics and oune accountant were given courses of practical
work in conjunction with their theoretical work at the Forestry Institute.
All lodging and eating costs, insurance and medical costs for these trainees .
are mec by 3omiwood under the Liberian state policy of training more manpower.

(b) Management and orgzamization

Bomiwood is a joint venture between the Government of the Federal
Republic of Germany and Liberia. The company is wholly owned by the
Government of Liberia with the shares distributed as follows:

_Shares
- National Investment Commission (NIC) 200,000
- Forestry Development Authority (FDA) 300,000

The minimai value of each share is L$10. Working capital has been
provided by West Germany as follows:

- DM i1.6 million as a loan, at 6 per cent interest; repayment in 15 years
including > years grace.

- DM 5.4 million as a grant from KFW.
- DM 1.5 million in 1385 as a loan; repayment in l vear.
- DM 1.6 million in 1986 as commodity aid from GTZ.

This should have been met by the Liberian Government with US$5 million,
although only $3 million has been paid to date.

Bomivood is located in Tubmanburg City, Bomi County, half-way between
Monrovia and the border between Liberia and Sierra Leone. The Board of
Directors consists of the following persons:

Chairman: Mr, Shad G. Kaydea General Manager, Forestry Development :
Authority

Mr. George Bolo Chairman, National Investment Commission :
Mr. David Farhat Minister, Ministry of Finance
‘Mr. Thomas Hanson Governor, National Bank of Liberia ‘
'Mr. Elijah Taylor Minister, Ministry of Planning °
'Mr. James Peyveh Managing Director, Forestry Training
‘ Institute ‘
'Mr. Peter Ed Weinstabel Head, German Forestry Mission,
'Mr. Kaspar Schmid Hammer Chief Consultant, Bomiwood Corporation

[ L
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The gzeneral manager, Mr. . Melvin Thornes, is not a formal member of the
Board but participates in Board weetings as Secretary. Board meezings are
supposed to be held quarteriv. They may also be held when urgent questions
arise or when circumstances call for decisions that cannot >e made at the
general manager/consulitant level. However, the very high-ievel composition of
the Board makes it difficuit to gather the members together to hold reguiar
meetings, and as a resuit, 3oard meetings are rarely held.

in order to give optimum assistance to the general manager and the staff,
. some Board members shouid be selected from the local business community and
have appropriate business experience. To have Ministers on the Board of a
company of .50 empioyees with a turnover of 31.64m seems inappropriate,
- especially since they do not appear to have the time o give their attention
to this small company.

The report of the Board's annual meeting, if it is held, is sent to the
Legislature and the President of the Republic as weil as to the German
Forestry Mission.

Because of the joint-venture nature of the project, the day-to-day work
of top management has become rather complicated with regard to control of both
middle management and workers.

Initially, the idea was to have a German Managing Director and a Liderian
Counterpart. This was later changed and, at present, the General Manager is a
Liberian, with a Chief Consultant from Germany as Counterpart. These two
share power and responsibilities on a 50/50 basis, but the General Manager has
no controli over the various German advisors.

vigire 7.i: Management organizational structure of Jomiwood

General Manager Chief Accountant
M. Thormnes GOPA
LK. Schmidhammer

Advisor Advisor
) Compt. ktg. Prod. Maint.
J. Zankah A. Wannah M. Somah P. Mydeh K. Johnson

Personnel
G. Saydee
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According o Mr. Thornmes and Mr. Schmidhammer, this situation will be
changed on a :irial 2asis so that all responsibiiities will be transferred %o
the sresent leneral Manager, with the Chief Consultant and German advisors
acting as pure advisors. This aporoacn is to be welcomed since the osresent
arrangsment s ased on the assumption that the General Manager and :he Chief
consuitant can aiways zet along weil together joth orofessicraily and
carscnaily. This is apparentiv the case wizh Mr. Thornes and
¥Mr, Scnmidhammer, cut the possibiiity of such an arrangement zot always
working smootkly must De Duilt into the structure.

The General Manager's working day is from 97:00 to i7:00, which includes
meetings with the Chief Comsultant, discussions with managers and workars in
the vard, and a round in the plant checking =2quipment. 3Fe makes at least one
trip to the rorest every two weeks and is available to the maragers at all
times. Je has worked with expatriates and 1as no problems co-operating with
them.

Mr. Thornes has a 3.Sc. (Forestry) from the University of Liberia as well
as a M.5c. in Forestry (Diplomforstwirt) from the University of Freiburg, West
Germany. He has been a full instructor at the University of Liberia and
General Manager at Liberian Palm Products Corporation, in addition to also
holding various positions within the University of Agriculture. Mr. Thormes
speaks fluent German, is considered easy to co-operate with, and has very good
contacts both with government authorities as well as with subordinates. In
the Liberian context he is a very competent General Manager.

When assessing middle management, it is quite clear that certain changes
are necessary. The most important is eliminating the positions of Comptroller
and Personnel Manager, which are unnecessary in a compary of this size. The
Comptroller’'s work can 2asily be done by the very efficient Chie{ Accountant
and the work of the Personnel Manager could be divided between the General
Manager, Chief Accountant and the main managers.

The Personnel Managér is clearly not qualified for this type 3f position,
for which he has no formal training. The Comptroller has an adequate fcrmal
background but lacks experience. He is considered uncooperative and even
obstructive.

The Sales Manager is a dedicated, honest and capabic worker albeit
without much experience. He has a B.Sc. in Forestry from the University of
Liberia but no formal training in sales. The Production Manager has a B.Sc.
in Forestry from the University of Liberia together with postgraduate studies
in England and West Germany. He is a very good employee, co-operative and
gets on well with colileagues. However, a lack of forcefulness results in
laxity regarding quality control. .

Tle Maintenance Manager has a high school education. His handicap in
this position is that he is trained as an electrician and needs assistance in
maintaining the automotive equipment. He handles the workers well and is
himself a good worker, if somewhat disorganised.
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The Manager of the fores:zry concession is Acting Head of this deparzment
and is handicupped 5y not having a degree ievel aducaticn. Until now, he has
been uraccrptable to the 3oard of Jirectors as manager. However, ze is
considered t0 5e doing a zood ‘ob and can de given any necessary training.
The general opinion is that ae should De given the post as manager of the
geparcment.

The evaluation of middle management emplovees is done jointly by the
General Manager and the Chief Consultant. Hiring and firing of managers
cannot be done without the agreement of the Board of Directors.

No major changes in the crganization are contempiated.

Ongoing discussions are taking place about the possible privatization of
the company and the possible phasing-out of the German participation in the
project, but this is not yet confirmed. The opinion of the management is that
privatization wouid be best for the company.

Past financial management could be questioned, especially with regard to
the investment in a second sawline. At the time of the investment, as well as
at present, the bottlenmeck was transportation of the round logs from the
forest to the plant. An investment in truciks wouid have been the logical
choice at the time and is also valid today.

Capital turnover is very good, grossing from 1.0l in 1986 ~» 4.10 in
1987. This is aiso an indication that the company might be undercapitalized.

There are no signs of serious mismanagement of capital. Preliminary
information indicates that the loss in 1988 was reduced to about $250,000, a

considerable improvement over previous years.

(c) Financial s<ructure

Bomiwood is a wholly-owned Govermment of Liberia Corporatiom with an
authorised share capital of 500,000 shares of $10.00 each, of which 320,000
shares were issued at the start of operations in 1984.

According to the project's feasibility study, planned investment
requirement was estimated at 311 million. Table 7.1.1, showing capital and
loan investment receipts, indicates that the project was under-capitalized at
the outset. By 1984, total capital and loan funds invested in the project
amounted to US$8.4 million, or $2.6 million less than the required
investment. Even by 30 June 1987, total capital and loan invested in the
project were still less than the amounts originally agreed as required
investment between the GCL and FRG at the project's commencement. The reason
the project was under-capitalized was simply due to the GOL's failure to
honour its commitmen-s.
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Year Capi Loan
1983 $3,200,000 2’ $4,678,477 Y
1984 3518,767 =
1985 $40,000
1986 $447,000
1987 $ 701,783 ___
$4,388,783 $5,197,244

* Total capital and loan invested by 1984
(start of operatioms) = $8,389,244

* Total capital and loan invested at 30 June 1987 = $9,386,027

a/ DM 17 million (or $6,976.,676) granted by KFW of which DM 11.4 million or
($4,678,477) represents loan repayable at 6 per cent interest rate for 20
years.

b/ The residual of DM 5.6 million (or $2,298,199) from the DM 17 million grant
was utilized as equity capital, bearing no interest and non-refundable.
Government of Liberia initial con:ribution was $901,801 (roughly 1 millionm).

c/ DM 1.5 million (or $518,767) represents an interest free loan granted by

GTZ to be used exclusively for working. Both a/ and ¢/ were guaranteed by
the Government of the Republic of Liberia, bare’ on the financial,
rechnical and economic co-operation agreemenis ‘tween Liberia and the
Federal Repubiic of Germany.

Table 7.1.2 reflects the financial situation of Bomiwood fcr the period

1985 through 1987.

. 3zlance sheet for vesrs :385 through .987

(in L$)
1985 1986 1987

1. Current assets 1,783,924 1,376,687 1.360,966
2, Current liabilities 551,111 890,482 1,066,607
3. Long-term loan 3,9C8,861 5,183,048 227,362
4, Fixed assets 4,624,697 4,019,763 4,476,840
5. Total assets plus

pre-operating expenses 5,153,849 4,708,841 4,930,330
6. Capital employed 5,757,310 4,496,970 4,777,199
7. Paid-up capital 3,200,000 3,941,783 4,388,783
Source: Bomiwood Financia! Statemen*s for years cited
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latio analvsis

The current ratio (the ratio of current assets o current liabilities)
has fzllen progressively over the years, from 2.7 in 1985 to 1.3 in 1987 (see
Tabie 7.1.3). Wworking capital (the difference between current assets and
zurrent liabilities) decreased over the same period, from $1,132,813 to
$300,359. Meanwhniie, the debt ratio (the ratio of total debt to total assers)
rose from 91 per cent to i48 per cent between 1985 and 1987.

The picture that emerges from the ratio analysis is that Bomiwood is fastc
approaching a licuidity crisis and that creditors have supplied the bulk of
the Corporation's financing. The company's debt is almost entirely owed %o
he German financial institutions KFW (with 90 per cent due) and STIZ. The
repayment period for credirors' funds was scheduled to have started in 1985
{see Table 7.1.1).

Tibie 7...3: Fordizg capitai sad fizaaciszl rzties, -983-.937

1985 1986 1987
1. Working capital $1,132,813 $486.205 $300,359
2. Current racio 2.T 1.5T 1.3T
3. Debt ratio 912 1292 1482

Source: Bomiwood Financial Statements (1985 - 1987)

Table 7.1.4 shows the income record over the !985-1987 period. Based on
zhis table, the company's operations have been negative since its inception,
with operating losses increasing from $960,199 in 1983 to $1,455,471 in 1987,
The depreciation rates used for the buildings (52), plant and machinery
(16.67%), vehicles (:3.33%) and furniture and office fixtures (10.2%) all
appear realistic in relation to the conditions prevaient in Liberia and the
expected useful life of the assets. The depreciation rates follow the legally
allowable rates imposed under the Liberian tax code.

“ible ?.1.4: .acome Ststement for the years .385-:9%7

1985 1986 1987
Sales $1,148,681 $1,140,264 $1,232,247
(Operating loss) (960,1?9) (2,969,586) (1,455,471)

Source: Bomiﬁood Financial Stacements (1985%1987)
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Foreign exchange situation

Bomiwood does not qualify for a foreign exchange allocation because of
its obiective 0 be an earner of foreign exchange and the 1986 Act of
lLegislature requiring all exporters to surrender 15 per cent of their export
proceeas to the Government of Liberia. The ccmpany therefore nas a serious
foreign excnange problem stemming rom the fact that its export earnings are
insufficient to cover the cost of necessary :mported spare parts, particulariy
second-hand trucks. Because of this, the company has failed to meet Its
obligaciun to the Natiomal Bank of Liberia reiating to the 25 per cent
surrender of foreign exchange. Indeed, suckh arrears have accumulated to
$200,000, despite reguiar surrenders since Jctober 1386.

Taxes

Taxes payable by Bomiwood include Forestry Development Authority (FDA)
fees of $15.50 per M3, FDA land rental of $0.30 per acre, and motor vehicle
tax payable o the Ministry of Finance. 3Since Bomiwocd nias been incurring

losses since its inceprion, it pays no corporation taxes.

(d) Buildings and installations

All of the industrial buildings for production and maintenance are made
of reinforced concrete supports with in-fill walling of cement biocks. Tte
office building (19m x l4m) is also constructed of cement blocks. All are ‘n
very good condition, being only 5 years old and the extension to the
production building only 2 years old. Very little maintenance work is
necessary over the next few years. :

The main production building consists of a 1COm x 24m open shed structure
and contains saw-line no. 1, the spare parts stcre, production management
offices and saw-doctor section. Attached to this main buildirg is an
extension of 35m x 10m, which covers the second sawing line installed in
1987. Ancillary buiidings contain the 1,000 KVA and 125 KVA transformers and
a 875 KVA generator.

A separate roofed area of 20m x l6m serves as a softing and packaging
area, where the timber is strapped into bundles prior to transportation. This
area also contains the wood-trratment unit (Danish Wood Treating Co.) for
railvay sleepers, which is prese~tly not operational due to lack of demand for

the product.

The production facilities consist of the following:
(i) A 12.9 tonne capacity crane, type Keienburg-Essien, over a log storage
area of 27m x 100m with a normal stcrage height of logs'up to 3.3m with 50 per
cent space utilisation. Approximately 4.725m of timber' could be storad in
this area (2.5 month requirements). Additional storage facilities for logs
csuld, however, be made on open ground adjacent to the area covered by the
crare.
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3ecause one of the two travelling brake motors (11 Kw) has heen damaged
by falling timber, the full capacity of the crane cannot presently be
utilised. All loads have to be baianced on the grab closer to the good
motor. Prior to loading into the grab, iogs are cut by chainsaw into lengths
required by the customer, resulting in many off-cuts of good wood of varying
sizes being thrown away as waste. A smali amount J3f this waste is utilised to
manufacture table-tocps. As each log is loaded into the grab the log number,
species, iength and average diameter is recorded. The voiume is subsequently
calculated at the end of each working day.

Logs from the crane grab are then fed into one of the two saw lines.

(ii) Saw-line No. !

This line of 14,000 m’ input capacity per year was supplied by Canali
KG of West Germany. Saw line No. 1 is currently operating at approximately 85
per cent efficiency with 13 per cent downtime, which appears reasonable for
such an operation. 4ll equipment was manufactured in 1983 and commissioned in
1984 and consist of che foilowing items:

- One delivery chain conveyor: This conveyor is frequently damaged by
the crane grab, mainly due to operator error, resulting in downtime
for the entire line. The conveyor has no spare motor (size 8.1 Kw),
although to date this has not resulted in lost production. There is
no local supplier of such motors and one would have to be flown into
the country should any problem occur.

- One chain cross-conveycr: During transportation to the :ransfer car,’
logs tend to twist on this conveyor and cut the chain. Some down-time
due to this cause is inevitable given the varying nature of :he logs '
entering the plant. The hydraulic unit to this conveyor is
inoperative due to lack of spare parts; thereiore, the hydraulic unit’
from the first feed conveyor of the second saw line has been
canahalised to maintain production on the first sawing line.

- Hydraulic flipper bars: This is a four bar unit currently operating

with only three bars since one hydraulic cylinder is being repaired.

While no problems have been experienced to date, more load is placed

on the remaining three cylinders.

- Transfer car to sawing unit: Th2 transfer car feeding the log to the
saw contains four nydraulic holding cylinders. No problems have been
experienced with this unit.

- Main Saw-type Canali BBSY 1800 Pioneer RFH 1983, complete with
saw-dust extraction unit:
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This sawing unit kas an actual input capacity of approximatelv 14,000
a’ per year working on a two shift basis. 3aw blades are changed
regulariy every 2 - 2 /2 hours, each change taking approximareiy 10
minutes. No ma‘or problems were reported but it was apparent during
the visit that the thickness of the cut boards varied considerably.
At a setting of 2ymm, boards were being produced with thicknesses
varying Zrom 25 to 2S mm. Ffor expor:t guality such variations are not
acceptable, if tie aighest price is 0 be demanded. For each cut the
operator sets the required thickness or the control panci but more
care apjears necessary to maintain accurate cutting thicknesses.

Cutboard transfer convevor: This convevor together with the board
collecriva flippers delivers cut boards to tne edger unit. YNo serious
probiems occur with this conveyor or with “he associated rociler
conveyor, which transports waste off-cuts from the log to the final
waste conveyor. Yo regular quality control checks are made cn the
wood at this stage.

Edger Unit, Paul type 51200, 1983, 90Kw: The edger unit is capable of
taking boards up to lm wide; therefore sawing line No. 1 is used for
all the larger logs, with smaller ones being handled by sawing line
No. 2. Waste from the edger unit is collected on a wheelbarrow unit
for transport to the waste conveyor.

No major problems are experienced with cthis machine, although bearings
require replacement at regular intervals.

Sizing Cross-cut Saw, Canali Kg type PCA 600, 1983: All boards from
the edger unit are sawn to length by this cross-cut saw depending on
customer requirements. However, there seems to be lLittle
co-ordination petwzen the length of board required by the customers
and the lengths of board available to the cross-cut saw to minimise
wastage. During the plant visits, reiatively small lengths of board
required by the customer were cut from much longer pieces, leading to
off-cuts of up to 2m in length. These off-cuts were discarded onto
the waste pile and, although some pieces were possibly salvaged later
for pallets, the resultant waste at this point appeared far too
excessive.

Matching available timber lengths to both existirng customer orders and
normal standard timber lengths could reduce wastage at this point
cousiderably.

Re-saw Unit, Canali TB 1250 kP 40H, 1983: Any logs which cannot be
sawn by the main saw into normai boards due to splits in the log are
cut into smaller pieces by the main saw, which are then re-scwn into
posts or small size boards. All waste is sent by ccnveyor to the main
waste compound.
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(iii) Saw line No. 2

This line was instailed in May 1987 and has an input capacity of
approximateiy 8,000 @’ per vear. The equipment was suppiied by 3raun of
west Geriany and consists of the following items.

- Cross-Feed Conveycr No. l: This unit acts as a collection unit feeding
logs to the main chain conveyor. It is currently inoperative since
the hydraulic unit has been removed for use on Saw-line No. 1, so that
that line can remain operative.

As a consequence, the crane grab has to feed directly onto the main chain
conveyor, which could be more easily damaged by the grab unit than by logs fed
from the cross-feed conveyor. Lack of financial resources was stated to be
the problem in obtaining spares for ail the hydraulic units in the factory.

- Cross-feed Conveyor No. 2: This conveyor feeds logs to Saw No. 2 and
has had few problems since installation. Occasional twisted logs have
caused minor damage.

- Hydrauiic Flipper bars: This unit feeds the logs onto the transfer car
and is currently operating with no problems.

- Transfer car to sawing unit: The transfer car, which feeds the log to
the saw. contains four hydraulic holding cylinders. No problems have
been experienced with this unit since installation in 1987.

- Main Saw - type Braun PBSV 1600 UNI RG4 1986: This sawing unit has an
actual input capacity of approximately 8,000 m’ per year working in
conjunction with saw line No. 1. Saw blades are changed approximately
every two hours. No major problems have been experienced with this
machine, except that when the voitage of the power supgly falls from
the standard 440 to 380V the electronic control panel cannot work. In
comparison, line No. l can operate with voltages as low as 370V.
Fluctuations iy voltage are extremely common and therefore it is
necessary to frequently change to the back-up generator whenever the
voltage falls too low. This action is only economic, however, when
both lines are operating simultaneously; it is not practical for a
single line. It should be noted that there is no spare electronic
control unit for this machine. Therefore, if a problem results, the
machine will be idle until a replacement is flown in.

- The dust extraction for this saw is linked to that installed for the
saw on line No. | and works efficiently. Examination of the cut
boards from this machine showed a much greater degree of accuracy than
that of line Ng. 1.

- Edger (nit, Type Bernhard Braun Type PVAH 1986: The edger unit is only
700mm wide w.th a 43Kw motor and therefore has to be restricted to the
smaller logs.  lLarger logs have to be cut on line No. l; the
alternative is to first cu: the logs into smaller units, but this is
likely to result in more waste.
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- {ross-cut Saw, Type Pau! 2740, 1986: Boards from the edger unit are
cut to size, according *> the current requirements of the customers.
As on line No. I, excessive waste appears to be generated at this
voint. This waste wouid be rzduced by a systematic cutting procedure
0 maximise the utilisation of :the incoming boards from the edge
cutter, by cutting bath a mix of standard board lengths and the
special lengths demanded by some customers.

Saw line No. 2, as with line No. 1, is operating also with approximately
15 per cent of down:ime (85 per cent efficiemcy) but cnly for 8 months of the
vear. lack of logs caused by trarcsportation and logging problems closed the
line for 4 months of the vear. Wood from both crasscut saws is subjected to a
selection pzocedure, following which sowe substandard pieces are re-sawn into
various lengths for pallet manufacture. Some of this resawing is carried out
on a contract basis, the contractors teing under the direct supervision of the
sawmill manager.

(iv) Wood dryers

Wood for the production of moulded items and doors must be dried down to
15 per cent moisture content from a normal fresh wood content of 1 to 48 per
cent. The dryer building consists of two three-track dryer units, 6m long x
6m wide x 4m high, which normally contain approximately 29 m® of wood per
chamber depending on the thickness and length of the boards. The drying is
currently carried out on a very siow cycle with intermittent spraying over a
period of up to one month. The drying period is extended as the unit operates
only from 7:00 a.m. %o 11:00 p.m daily. Heat for the dryers is supplied by a
Lambion boiler with a capacity of 0.25'Gcal/hr, 300 KW at 3.5 bar, 120 degrees
centigrade. The temperature recorders for the dryer units have not been
operational for 3 1/2 months due to lack of spares. As a result, temperature
measurerents are being made with a portasle indicator until such time as the
spare zdr:s are provided. !

The boiler was originally set up with a facility for utilising saw-dust.
While this equipment is operational, the oniy fuel being used is waste wood
blocks. The reason given is that there is ample waste vood 1n 'larger pieces
and therefore no necessity to use saw-dust. All saw-dust is cur_ently burnt
on open ground adjacent to the factory. !

During 1987, 263 m’ of wood was dried in the first § months, a.. average

of approximately 44 m® per month. ‘

(v) Moulding Shop

The following equipment is available in the moulding shop:

(i) Bauerle shaper 7.35Uw 1985
(ii) Johansen Bench Unit tvpe L8E, 1982
(iii) Pauhous finishing machine 1982
(iv) Weinig tongue and groove machine. 5 side type ULl7H, 1983
{v) Paul splitter type K40/800 ‘ ‘
(vi) Crosscut saw
(vii) Bauerle bench saw
(viii) Paul bench saw
(ix) Bauerle vertical saw
(x) 37UW sawdust extractor unit
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all the woodworking equipment appears to be in good conditizn, beir:
utilised approximateiy 70 per cent of normal groduction time cn averaze.
dowever, the mouider achieves ornly 36 per cent of its rated output due o
inefficient use of personnel, insufficient local sales to absorb its potential
cutput of tongue and groove daneis, and the Inability to produce
export-quality mouided products. Jocr manufacture is continuous, with Zive
oserscns employed fuii-time on chis operation. The quality of the doors, while
acceptable for the local market, Is not of a quality to be acceptable on the
export market since the workmanship of the joirts is quite poor. Further
training in this area wouid definitely be beneficial. The tongue and groove
products have a good local market, but it is the mission's opinion that the
final finish is not good enough for the export market. The actual tongue and
groove machine appears to work satisfactorily (albeit inefficiently in terms
of output), but it is presently only fitted with two Zinishing knives o form
the £inal finish. Attaching a finer sanding unit immediately after zhe twg
finishing knives appears to be a logical and inexpensive solution to this
problem, and would enable the factory to supply this -ype of product to the
export market, thereby increasing its foreign exchange =arnings.

The only serious problem with the equipment in this area was the recent
failure of the sawdust extractor motor for which no spare was available.
Since being repaired, however, there has bheen no further problems. Without the
extractor unit, the tongue and groove machine cannot operate and, as this is a
high value product, it would be advisable to carry a spare motor on stock for
this unit. This becomes even mrre important if export orders are involved.

With regard to safety matters in this area, it is clear that employees
must be better trained in the correct use of equipment. On one saw unit vith
a foot operated switch, where two serious accidents had already occurred, the
operator was observed to be far too close to the machine, wirth the fco:
operated switch directly against the saw. This was the identical situation
which had led to two previous amputations. [n other parts cf the shop,
operators were operating machinery in a safe manner but it is clear that not
ail personnel are aware of the dangers an¢ that safety training shouid be
reinforced.

The compresscr supplying compressed air to the moulding shop (Type
Mehrer, 1986, 11UW, 16 bar, 1300L capacity tank) has been operating without
one of the pistons since November 1988, but with the support of a smaller
compressor (Stenhog 1982, 500L capacity tank). While no serious machine
downtime has resulted from this, the resulting vibration from the compressor
caused by the lack of a piston could lead to further problems. It is not
known when the spare parts will be available to repair this machine.

(vi) Saw doctor shop

As saws must be replaced every 2 - 2 1/2 hours in normal operations, the
factory is equipped with all the necessary equipment for the resharpening,
repair and welding of the repuired saw blades:
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a) Saw sharpening unit, type Original Vollmer CANAS, 1986
b) ideal saw brazing unit, 3LS 320

¢c) Alher saw sharpening unit, zype aAW23-1987

d) Vol!mer saw snarpener, type IM ., 1982

e) Vollner FS70F blade checking machine

{) Voilmer CHH1 20H blade checking machine, 1986

g) Vollmer saw :harpener, tvpe CANAS :982

h) Vollmer saw sharpener V¥MS 1982.

All machines appear in excellent condition and have been well
maintained. Sav sharpening facilities are therefore adequate for a number of
years.

The only current problem in this area is lack of heating equipment for
one of the electrobrazing units, which is awaited pending the availability of
foreign exchange.

(vii) Substation and generater equipment

The factory is equipped with a 1,000 KVA transformer (Sachenwerk), which
is adequate for both sawmill production lines. In addition, there is a 125
KVA transformer, which is linked to a 875 KVA generator (Siemens) during
periods 'of low voltage. During total power cuts, the generator operates
alone. 'The compensation unit in the main distribution board is presently
inoperative, which means that voltage fluctuations tend to be worse than
normal. During January 1989, the generator had to be utilised on most
production days due to either low voltage (less than 370 volts) or total power
failure. Because only one large generator has been installed for production
purposes, it is only economic to operate it when both proauction lines are
working 'simultaneousiy. The seals are leaking on this generator and should be
replaced as socn as the required spares are avai.able. In the meantime, the
machine must be c2refully checked and'cleaned svery time it is run. In
addition to the large generator, there is a 31.2 XVA unit, presently
inoperative, which supplies power to the dryer unit and workshop during
periods‘of power failure. The insulation on this machine is currently
incompl#te and new connecticn terminals are awaited.

(viii) Maintenance workshop

Th§ workshop equipment includes all the essential items for normal
routine maintenance and repair of the factory production lines and vehicles
such as® ‘

a) Turning lathe

b) Motorised hacksaw

¢) Column drill

d) Welding machine

e) Grinding machine

£) Trolley jack

g) Lubrication machinery

h) Lantern hoist

i) Pressure unit/water air

j) Schafo tyre removal machine

k) Hofmann wheel balancing machine
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Maintenance is carried out by a total of 22 staff, including mechanics,
plumbers and eieciricians, over 7 days. However, a severe constraint with
regard to the main machine lines, trucks and other mobile piant is the iack of
spare parts caused bv shortages of foreign exchange. Apart from this, the
maintenance department appears capable and well-orgzanised. Downtime on both
sawing lines averages aporoximate.y l5 per cent, exciuding the dowrtime caused
by lack of raw material inputs. For such an industry, this level of downtime
is aot too unreasonavle and would undoubtedly be reduced if spare parts were
readily available. The extremeiy high downtime of the logging trucks -
between 53 per cent and 30 per cent depending on the individual truck - is due
not to a lack of maintenance, but to the purchase of unsuitable second-hand
vehicles which cannot cope with the local operating conditions in Liberia.

The only solution is for the company to purchase new trucks designed for the
harsh working conditions in a tropical environment.

(e) Inputs

3omiwood has two forest concessions: one in the Genemana Gola National
Forest of 125,000 acres (57,00 hectares) about 60 km from the plant, and one
in the Kpeile National Forest comprising 227,000 acres (103,000 hectares) at a
distance of about 100 km. Thus, the tctal forest a-ea available to Bomiwood
is 352,000 acres or 160,000 hectares.

A large number of different species of trees are represented, many of
which are highly valued hard woods. They are suitable for furniture,
processing into veneer and plywood, construction timber, and so on. The red
vood type of trees include Makore (Tieghermella Heckelii), Limbali
(Gilbertiodendron Preussii), Kusia (Nauclea Diderriclui), Niangon/Whismore
{Tarrietia Utilis), Oldfieldite (Oldfieldia Africana), Didilolia/Brouton
(Dideolia), and 'ovoa (Lovoa Trichiliodes).

Other species with lighter fine grain include Chicken Foopoo (Analiopsis
Tabonens.s), Framiec (Terminalia Soorensis) and Limba (Terminalia Sveberba).

For management purposes, the forest is divided into 640 acre (290
hectare) blocks. These are used as a basis for inventory, planning and the
subsequent felling and extraction operation. Forest management also includes
the necessary construction of roads for transport of the logs out of the
forest area. Reafforestation is the responsibility of the IDA and péxd for by
the forest concessionaire, through a fee of L$3 levied on each m’ of logs
taken from the forest.

Estimated quantity of timber

According to the xnven:ory, the average volume of a Lree of a mznxmum of
0.6m at breast height is 3m’. Each block carries, on average, 3,000 m of
timber of required minimum diameter for felling, or about 10m’ solid ‘measure
of timber per hectare.

The two concessions are divided into 550 blocks of 290 hectares each,
indicating that the present availability of logs is about 1.65 mzllan m’.
At present, ten blocks are reportedly harvested per year, or 1,900 hectares.
Counting from the start of operations in 1984, the two concessions would be
harvested once by about 2050. ‘
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destrictions

The general picture is upset by farming and miniang which are carried out
in the area despite the fact that these activi:ties are prohibited. Shifting
cultivation is practiced by groups or people, the majority reportedly living
in towns and villages. YNo data are available quantifying the area of forest
land which is burnt off everv vear. However, Zrom a visit to the area, this
is estimated to be on the order of 10 hectares or more per year at one
location oniv. The long-term detrimental implications of shifting cultivation
on the natural forest resources are well documented from areas where this has
been permitted freely. Assuming that shifting cuitivation is practical in
5-10 locations within the 3omiwood concessions, each of about 10 hectares per
vear, approximately 1,000 hectares wouid be spoiled in a 10 vear period. This
represents about one-third of the area which is nharvested per year at
present. But contrary to sound forest management, there are no healthy
vounger trees left that will grow into capital timber, and regeneration thus
takes a iong time.

Mining concessions may be given for gold prospecting in particular, and
the size of such concessions may vary. As a rule, they extend about 150m onm
each side of a water course which is used to get water for the panning
operation. One particular claim which was visited outside the Bomiwood
concession extended over 4km, or a total area of 12 hectares. There seemed to
be no contacts between the forestry and the mining people which could possibly
have resuited, aé the very least, in the most valuable trees being felled and
utilised in the wood processing industry.

When the miﬁing operations are mechanized, substantial earth construction
works are involved in order to secure enough water for the process. These
dams, etc. are reportedly not removed after mining operations cease. This is
likely to have a detrimental effect on the forest land upstream.

Harvesting procedure

Harvesting of the trees is basically organised in two teams for felling,
extraction, scaling and cutting the logs. The capacity for felling appears to
be adequate for the present volume of harvesting the forest. However,
extraction of the trees has proved to be a constraint, at least from time to
time, when the ''skidders"” are out of operation due to mechanical faults. In
1988 the downtime was on average 94 days for each, implying that the total
loss of logging rapacity was probably of the order of 10,000 m® that year.

“ontrol Procedures

To ensure that trees have a diameter at breast height of not less than
0.6m, which corresponds with FDA regulations, the standing trees are marked
with a number on the trunk and the number is entered on the block-map. At
felling, this number is transferred to the stump and to the log. Checking on
a sample basis is carried out by an FDA officer before and after felling.

When the whole tree is extracted to the landing, the scaling is checked
by an FDA scaler before the logs are cut and numbered. The system makes it
possible to follow the logs backward in the chain of activities from the
lumber yard at the sawmill to the spot where it had grown.
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Perso: ' and equibment

The forestry section of Bomiwood is headed by the Forest Manager and
employs a total of 46 people for the following major tasks:

Forest management

relling

Log extraction

Scaling, cutting

Roads

Cutters, clerk, fuel attendant, watchmen

T
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The rolling equipment were ail new when the project started in 1984. In
the past, downtime due to repairs and maintenance has been acceptable,
although age is aow beginning to show. Difficuities in obtaining spare parts
adds to the problems; for instance, one crawler tractor has been inoperable
for the past six months. The list beilow enumerates the equipment avaiiabie
and their downtime in 1388. All equipment is manufactured by Caterpillar.

Downtime, days

Type June-December
D8 Crawler 76 *
D7 Crawler 208
528 Skidder 99
528 Skidder 89
966 Loader -
910 Front Loader 78 *
Grader 220 *

* June-October

In January 198¢, the D7 was still not operational. In the future,
serious difficulties can be expected with excessive standstill of this
equipment if sustainable arrangements are not made to maintain a reasonable
spare parts stock at Bomiwood.

Transport

Road transport from the log landings in the forest to the Bomiwood
sawmill is carried out by 5 trucks equipped with log transport semi-trailers
capable of loading about 25m’ of logs. In order to satisfy the demand for
logs for full capacity utilisation of the saw mill operating one shift (20,000
m’), 85 loads per month must be achieved. So far, 77 loads in one month is
the best result, falling far short of the requirement. In additiom,
stockpiling of logs of 3,000 to 6,000 m* at the saw mill is necessary in
order to secure a sufficient number of logs for the rainy season when
virtually all road transport comes to a halt.

A reasonably zood road network has been constructed, as required, in the
concessions. Hdowever, a large portion of the transport roads are also used by
others. The surface of these mud roads is very poor and the maintenance is
sut-standard; hence, the wear and tear on the vzhicles is abnormally high.

All trucks were purchased second haud from West Gz2rmany and the maintenance
and spare parts costs have been excessively high.
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The downtime Zor the {leet of :zrucks is unacceptably high, aithough exac:
records are not availabie. It appears, however, that lately the trucks have
been inoperable for an average of 15 davs a mont® Zor maintenance and
repairs. It is thus estimated that the fleet of iog tramsporting trucks
performs at about 30 jer cent of maximum capacity {885m’ per mouth or 10,300
m° per year).

Assuming an acceptable downtime for maintenance and repairs of 15 per
cent, the monthly and yearly transport capacities should be 2,340 tonnes and
28,000 tonnes. respectively.

It is concluded that four new :rucks of suitabie design for heavy duty
transport under severe concéitions would sacisfy current requirements. To
allow for a reasonable margzin as a reserve, the best sf the five existing
trucks could be retained.

In summary, the log wood transport from the forest area to the sawmill
constitutes a major constraint which can oniy be remedied by replacement,
totally or partially, of the existing fleet of trucks for log transport.

Other sources of round logs

New government regulations as of 1 March 1988 stipulate that all logging
companies must turn 10 per cent of their total log harvest into sawn timber.
Because the majority of existing logging companies in the region have no saw
mills of their own, this presents Bomiwood with the opportunity to take up
contract saw milling. The price for such contract sawing has tentatively been
quoted at L$70 per m’ round log intake.

(f) Product range

The commercial production of the plant began in 1984, with sawn lumber
for the local and export markets. Further processing to mouidings and crates
began in 1986.

Table 7.1.5 gives the range of products sold in 1987/1988. Exports to
West Germany accounted for over 95 per cent of the export trade, and included
Niangon, Limbali, Tali, Makore, Abura or Baougossa (Ekki).
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Libie Y...3: Ze=iwesd - volume 3nd va.ze af sa.es, .9%37-:383

Products Sawnwood
Domestic Domeszic Crates,

Salies Exported construction carpeatry Mouldings paliets wastes2’

1687
in volumes (m') 1,731.5  2,173.7 128.1 il6.5  983.7  102.?
percentage of total 33.1 41.3 2.4 2.2 18.9 1.9
607.2 351.0 2.1 89.6 112.3 112.3
42.9 38.9 3.0 5.9 7.9 7.3

1988
in volumes (m’) 945.0 2,855.0 194.0 29G6.0 1,032.90 159.0
percentage of total 17.3 52.2 3.5 5.3 18.8 2.9
356.1 625.4 56.3 144.2 121.8 31.7
26.7 46.8 4.2 10.8 9.1 2.4

Source: Accounts, sales department
Notes: a/ Tongue/groove, battens, skirtings, panel doors
b/ Short length cuttings (0.9m to 1.8m) of various sizes

Production costs of construction sawnwood are not competitive with the
sales prices prevailing on the Mcnrovia market, mainly because of the
excessive cost of input logs (due to felling and transport costs) and the high
depreciation costs orf the sawmilling equipment. Operating costs only account
for 250 to 350 L$/m’ sawnwood at Bomiwood, while sales prices on the local
market vary between 200 L$/m’ and 250 L$/m’.

£fforts have been made, in spite of the limited saies budget available,
to widen the company'’'s product range (mouldings, crates and export sawnwood),
as well as to promote the use of lesser-known timber species in the domestic
carpentry products. However, the results obtained %o date remain limited.
Export manufacture, the most profitable activity, is determined by the
development of export demand, itself almost entireiy dependent on the
promotion activities of two foreign-trained agents, who have little comtact
with the sales management in Bomiwood.

In the absence of additional extermal financial support, the company is
considering changing the range of its products entirely between 1989 and 1993
by:

- utilising the existing additional felling and extraction capacity
for supplying an average 19,500 m’/year round logs for export in
order to increase foreign exchange earnings. !

- operating the sawmill plant at full capacity in one shift, and
selling 20 per cent (only) of this output on the export market and
80 per cent on the local market, wherz the share of crates and
mouldings in total sales would be increased. !
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The decision regarding the future range of products remains undecided.
It depends on the conclusions of an assessment study of the piant recently

carried out by a German team of experts.

(zg) 2lant oserformance and price structure dlant performance

The :wo sawmilling lines have a total installed capacity of 3.000 m' of
sawn products in one shift at the present rate of recovery. This corresponds
to an input of 22,000 m' of round logs (14,000 m’ of logs for the imitial
line installed in 1983 and 8,000 m® of logs for the iire installed four
years later).

The total installed sawmilling capacity, on a one-shift basis, is used at
an overall level of approximateiy 65 per cent, corresponding to an annual
intake of 18,000 m® of logs and an output of 6,620 m® »f sawn wood in
1987/88. However, it should be noted that the first saw-line is used
continuously chroughout the year at an efficiency of 32-385%, which is
acceptable for this type of industry. The second saw-iine aiso operates at a
similar efficiency of 85 per cent for the periods i: is utiiized, Sut under
present conditions it is impossible to operate this line continuously
throughout the year due to the lack of raw material input, which is
particularly severe during the rainy season.

The insufficient availability of round logs in stock, partly due to the
low performance of the extraction and transport operations, constitutes the
major bottleneck in the increase of production of the sawmill at two-thirds
level.

The installed moulding capacity of 800 m’/year is underutilised; the
production of 290 m® mouldings in 1988 represented a utilisation rate of
only 36 per cent of capacity.

The sales of sawn wood per emplcyee, as an indicative figure of the
global performance of the plant, increased from an average of 35m’ in
1984/1985 to 41.5m’ in 1987 and 44.2m’ in 1988.

The recovery rate of timber (defined as the percentage of sawn timber
output versus the intake of sawn logs), decreased sharply over the period,
from 57.5 per cent in 1984/1985 to 46.5 per cent in 1987 and 36.8 per ceant in
1988.

Wastage

The recovery from the sawmill in terms of sawn timber for marketing
compared with input of round logs is very low by any standard. The waste
occurs at various points along the processing line and includes (apart from
sidings) volumes of sawn-up wood cut off to obtain specified ordered
dimensions. Some of these are used for manufacturing furniture, doors and
crates.

It is the opinion of the Mission that unless the recovery rate is
improved substantially, Bomiwood will not become an economically viable
enterprise.
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Moreover, it appears that the “wo main reasons for the excessive volume
of ofi-cuts, a limited guantity of which is used for further processing, is
reiated to lack of adequate zo-ordination between scaiing the iogs initially
in the aporopriate length, and the marketing procedure. The increase orf
wastage by some & percentage points since 1986 has not been satisfactorily
axpiained.

All waste is channelied through a yard outside the fenced-in saw mill
compound. There, the saw dust is burned and the waste, including all
categories of wood, are sorted and sold at a price of L$7.50 for a
fully-loaded pick-up truck against a receipt for L3$5. 2art of these waste
icads are composed entiraly of perfectly good lengths of timber, ranging from
around 0.75 metre to I metres. The activity on the waste yard appears to be
carried out, or supervised, by four or five smai! entrepreneurs who pay the
company according to the receipts.

The closing of the waste yard to the general public and adoptiom of
reasonable market prices, according to the quaiity of the timber, is likely to
eiiminate discentives for the saw mill personnei to aim for an improved
recovery rate.

Wastage also occurs at the landings in the forest where the logs are cut
to the desired length. Some of the cuttings, from a few decimeters to 1l or 2
meters, are justified from a quality point nf view; others appear to be sawn
off for other reasons.

There is an urgent need to investigate, in detail, the wastage issue
throughout the line of operations and to elaborate modified working routines
or management procedures to eliminate the wastage as much as possible.

Although impossible to gquantify within the context of this study, it is
certainly possible to reduce the wastage substantially. Table 7.1.6 shows the
impacz of reduced wastage on increased volumes of saies and recovery rate
based on nominal plant capacity, assuming 80 per cent capacity utilisation and
the present recovery rate.

Lable 7.1.6: Izpact of reduCed wastage o3 s$3.e$ 3nd recavery rate

Round log Wastzase reduction Sawn wood m°  Recovery rate of

inputs (per cenc) output round log inputs
(per cent) Waste m’
17,600 0 7,040 40 10,560
17,600 25 9,680 35 7,920
17,600 35 10,740 61 6,860
17,600 4% 11,790 70 5,810
17,600 55 12,850 73 4,750

Source: Mission's caiculations
o me—
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Tf valued at 2 market arice of L $259/m’, the company's revenues would
te improved by i3 1.715 million if the wastage is reduced by 35 per cent.
~his scenario is considered quite feasible, and additional costs wouid be
aegiigible (see aiso Section 7.1.2 (b)).

fosts and price structure

Production costs

Logging costs in Bomiwood currently amount to L$ 60/m® to LS 70/m’
for round logs delivered to the sawmill yard. The market price of round logs,
determined by the prices charged by the large logging operaticns, vary between
L$ 30/m> and L$ 45/m’.

Production costs of logs are divided up as follows: 37 per ceant for log
extraction, 25 per cent each for FDA charges and cost of transport from the
feiling area to the sawmill yard. 7 per cent for felling costs and 6 per cent
for administration and road comstruction.

The very large cost of spare parts and mairtenance of the extraction and
especially the transport equipment are the factors determining the excassive
share of these cperations in the logging costs.

The production costs of the sawmilling operation increased steadily, from
250 L$/m® sawnwood delivered to customers in 1984/1985 to LS 325/m” ‘i
1986/87 and L$ 355/m’ in 1987/88. These production costs did not :nciude
the cost of round logs.

Total production costs of sawnwood, varying currently between L$ 380/m’
and L$ 520/m’, are not competitive with the market prices of sawn wood
products prevailing on the local market which currently vary between
250 L$/m’ and 350 L$/m’. The company has been seiling these products at
a loss since 1985.

The cost of sawn timber is competitive and the products are requested on
export markets. The low level of export promotion and marketing, however, led
to a fall of nearly 50 per cent in the volume of sawn wcod exported in 1988
compared with 1987, in spite of the fact that the average export price
increased by 7.5 per cent during the same period.

Price structure

Export prices of sawn wood are determined by the international market;
local prices are set by local demand.

The accounting operations do not take into account the wood ''wastage' -
that is, the difference between the output of the sawmill and the real volumes
of sawn products shipped to customers. This wastage amounts to around 20 per

cent of annual sawn wood productioa, that is about 4,900m’ of sawn wood
between 1985 and 1988.

In order to make Bomiwcod's products price competitive, an improvement in
the sawmilling process and an increase in the rate of recovery of timber have
to be achieved. Indeed, these will have to be combined with strict monitoring
of sawn wood wastes and their incorporation into the pricing syscem of the
products. |
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import devendence and protection

Bomiwood suppiies its own major inout - round logs - from its own
forestry concession. 3However, it imports all machinery and spares from the
FRG, paying no tarififs or duties on any of its imports.

{h) Markers anc ~ompetition

The produczion of sawn wood in Liberia amounts to about 14,000 m® per
month of which Bomiwood produces about 6,300 m’ or about 45 per cent. About
1,700 m® or 24 per cent of 3omiwood's production is exported to Europe, with
west Germany purcnasing 35 per cent and other European countries the remaining
5 per cent.

Bomiwood 's main competitors are Maryland Logging Corporation and Liberian
Timber Corporation, together accounting for about 60 per cent of Liberia’s
total production. However, they do not provide any major competitiomn om
export markets.

Bomiwood's total sales reached L$1,640,000 in 1986, representing an
increase of 33 per cent over 1987 sales. The 1989 budget projects sales of
132,000,000, of which 60 per cent is for the local market and 40 per cent for
export markets. During the last few years there has been a marked upward
trend for sawn wood in both markets. The main bottleneck which might
jeopardize these plans involves the transport of raw material from the field
to the plant, which has up until now prevented the piant from reaching full
capacity.

Eighteen people are employed in the sales department, only three of whom
are directly involved in sales. The remaining 15 are involved in sorting,
grading, packaging and so on.

In West Cermany, the most important export market, Bomiwood uses wo
companiz2s :0 seil its products on a commission basis (4 per cent commission).
In order to avoid becoming too dependent on one country, there are plans to
diversify the export market. Bomiwood is at present looking for marketing
assistance from CDI in Brussels and has asked CDI to try to arrange contacts
with potential buyers in Europe.

Greece has shown interest in products made from rare species of wood.
Other markets for sawn or tropical wood species would be the UK and the USA,
although these markets have not yet been explored. For all export markets,
especially in Europe, it is essential that the drying process of the wood is
not overlooked.

The General Manager is comvinced that surrounding cgﬁntries could become
a potential export market. On the local market the company is competing
successfully, even if its prices are slightly higher than those of its
competitors. This drawback is overcome by the company's higher quality and by
the introduction of a guarantee on the processed products.

Bomiwood has never generated any profit and is having serious liquidity
pcoblems. To soive the problems temporarily, the management intends to obtain
permission from the GOL to increase the felling in the concessions and to
export round logs.
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This Is an extraordinary sugges:tion coming from a saw milling saterprise,
estabiisned with the ctjective of "demonstrating (tc the Liberian Government)
That a piant built to pracess 100 cer zent of jumber inputs into finisned
produczs couid be a viable operation™.

it is suprising In itself that Bomiwood has not een able o demonstrace
an acceptable overail performance. technicaily and economically. & recreat at
this point wouid be o jecpardize the 2ntire concept of using renewabie
natural resources as a dasis Zor industrial development. This is the oniy
aitermative in many regicns to :reate empioyment opportunities from which
Liberia as a nation will benefiz. CUnempioyment 1s a waste of a valuabie
resource:

Apart from the ibove-mentioned market survey by CDI, no significant
expenditure is plaaned under the heading of saies promotiou. Approximately
185,000 a year is said to be allocated for this purpose. 3ecause the mzrket
is very buoyant, there is no strong argument to suppor: any significant
expenditure or marketing before the transport situation is improved.

Present production cannot meet an increase in sales either on the local
or export markets. The main constraints are transportation of raw materiai
and storage facilities in the harbours.

Except for some help from the Liberian Embassy in the US, Liberian
government agencies have not provided any assistance to export sales
promotion. Bomiwood did participate in a wood exhibition arranged by the West
German Embassy in Monrovia.

Except for transporting finished goods to the nearest harbour for
shipping abroad, no distribution system exists in the company. Local sales
are normally performed "at the factory gate” where the customer picks up the
goods at a siigntly lower price.

(i) Constraints

Management and organisation

There are too many top level persons on the Board cf Directors. The
organization is very top heavy and shouid be trimmed down. Posts of
Comptroller and Personnel Manager should be eiiminated.

Financial structure

The most critical financial constraint is inadequate capital. Tbe GOL,
which was to have contributed an ini-ial equity capital of $5 million, only
provided 20 per cent of that amount in 1984. Even as of 31 December 1987, the
GOL's rotal contribution was less than 50 per cent of its share capital.
Because of this situation, Bomiwood had to purchase second-hand trucks whose
depreciation and repair costs were exhorbitantly high. This, in turn, ied to
the rapid decline of working capital.
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3uiidings and instailations

The damaged motor on the zrane which feeds logs into the plant is
rastricting the size of logs which can be lifted Zrom the stockpile o the
fsed chain. <Consequently, excessive cutting of logs is being carried out in
the storage area, leading to increased wastage before the iogs enter the plant
for processing.

The main saw on Number 1 line is not producing boards of equal
thickness. A 3mm difference in the thickness of boards was observed during
the plant visit. This is not acceptable for export guality wood and is an
inefficient utilisation of valuable hardwood. Yo quaiity -ontrol procedure
appears to De applied after the main sawing operation.

The tongue and groove moulding machine dces not produce export aquality
boards due to the lack of final finishing sanders. This therefore restricts
sales of this product to the local market, which is not iarge enough to fully
utilise the capacity of the machine.

Constant breakdowns of the iogg:ng trucks, resulting in a utilisation of
between 20 and 43 per cent, restricts the supply of logs from the forest to
the mill, thus reducing the output of the mill. The trucks were purchased
second-hand from Europe but their specifications were not suitable for the
African working environment.

The lack of a proper procedure to match all orders to incoming log sizes,
so that all logs are efficiently utilised, is leading to excessively high
wastage levels at each stage of sawing.

Safety training is deficient in some sections of the factory; serious
accidents have occurred in the moulding shop in particular.

Inputs

The major constraint under this heading relates to round logs availabie
at the sawmill. The problems are caused by:

- inadequate logging capacity due to unacceptadbly high man-tise for
repairs, and

- inadequate road transport capacity; the average utilisation of the
existing fleet of trucks is estimated at about 30 percent.

Cost and price structure

The current costing system does not reflect real costs of production in
the processing plant and does not offer incentives for 'the reduction of
wastage. |

Markets and competition

The main constraint is that production cannot meet increased sales mainly
because of transportation problems on the input side. 'Another constraint is
the limited number of sales outlets on export markets. Finally, storage
facilities for finished gcods in the harbours are limited.
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Tl easpiiitation reguice=ents

1 £

(a) Financial structure

The rehabilitation of Bomiwood would not necessarily regquire the
injection of the GOL's residual eaquity capital of approximately $3 milliom,
which is in arrears, if the main problem at the factory, the high wastage, is
rectified. The GOL's current {inancial contraints indicate that the company
wiil aot, in the foreseeable future, obtain any {urther funding from the R
Covernment. Therefore, privatisation should be seriousiy considered in the
interest of Bomiwood's long-term future.

(b) Management and organisation

The company is not short-statfed at management level. Indeed, two
posts - Comptroller and Personnel Manager - couid be eliminated. Their duties
could easily be performed by other members of the management staff. For
instance, the Comptroller's duties could be done by the Chief Accountant and
his aides. The duties of the Personnel Manager could be divided between the
General Manager and Chief Accountant.

As these positions are quite well paid, salary costs could be reduced
considerably without having any serious implications for the running of the
company. According to top management, the standard of the person at middle
management level could be higher. However, although it is certainly possible
to agree with this view, the relatively remote location of the company may be
a constraint on the recruitment of well-trained people.

The Board of Directors does not function optimally because the hizh-level
positions of some members prevent them from focusing on such a small company.
Because they do not have the time to attend meetings, they send deputies who
lack the knowledge of the company's acute problems. It would be an advantage
if some members were selected from the private industriai community, with
experience in the wood industry in particular.

The existing computer system should be fitted with suitable software in
order %o be an effective management information system to be utilised for
accounting, administration, sales, purchasing and inventory control.

(c) Physical plant

(i) The overall condition or the logging trucks is very poor, with
constant breakdowns leading to extremely low utilisation levels, as
low as twenty per cent with some vehicles. This has a direct effect
on the volume of logs which are supplied to the factory. Within the
overall rehabilitation of this factory, the purchase of four new
logging trucks designed for African working conditions is an
abgolute priority.

(ii) The damaged overhead crane transport moto? in the log storage area
must be replaced to ensure that the maximum sized logs can always be
lifted into the sawmill, zhereby reducing waste in the storage area
caused by unnecessary sawing of logs.




(iv)

(v)

(vi)

-33-
The Number ! main saw Joes nct saw boards with a consistent
thickness. This deficiency must be corrected by the suppiy of all
necessary spare parts and a better control panel-

The tongue-and-groove moulding machine requires additional fiaishing
sanders O cobtain a scoother Zinish reauired for export orders.

A machine for the manufacture of parquet flooriag is required in the
moulding shop so that a provortion of the factory's waste can be
transformed into a anigh vaiue product, with a very good export
potential.

Spare parts are required for all sawing machines, moulding machines
and dryer units to ensure that no major breakdowns occur during the
rehabilitation programme.

(d) Inputs

The supply of round timber for the saw mill from the present concessions
is expected to meet long term demand, provided sound forestry management
practices are maintained.

To ensure an adequate supply of round logs to the saw mill, the capacity
of extraction and transport of the logs from the forest area to the saw mill
should be iamproved.

(1)

(ii)

Depending on the technical status of the log extraction equipment,
there are two main options: (1) Replace with two new machines which
would reduce the downtime to a minimum; (2) Adopt a comprehensive
preventive maintenance programme, including major overhaul and
replacement of worn parts once a year during the rainy season. If
properly implemented, this cheaper alternative should be pursued in
preference to the replacement altermative.

With downtime reduced to about half that at present, the capacity is
believed to be sufficient and with an acceptable margin.

Past experience shows clearly that the trucks for log transpert are
not economical, since they are capable of only about 30 per cent of
expected performance. In addition, the cost of repair and
maintenance is becoming unacceptably high.

It is recommended that one truck, which is technically in the best
condition, be retained, and that “he rest are replaced by four new
heavy duty log trucks suitable for the frequently very rough roads.
The four new trucks should have adequate transport capacity also for
accumulation of logs at the mill during the rainy season. The old
truck should also be used to increase the capacity temporarily
before the rainy season.

These actions will also reduce the cost of round logs at the saw
mill lumber yard.
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(1ii) An alternative o being seif-sufficient in round logs is %o buy
cound iogs eisewhere, which at present are avaiiable in certain
quantities at about 40 per cent lower cost than logs from Bomiwood
concessicns. Thae balance of the round log reguirement shouid be
supplied frcm the 3omiwood forest concessions. If the raw material
supply is arranged along these lines, keeping in mind that
sufficient :umber of logs for fuil capacity utilisation of the saw
mill s provided, the decision regarding the investments in
extraction and transport activities wiil be phased differently in
the overall time schedule for renabilitation.

The purchase of logs eisewhere is ais? goveraned by the species
available, which will have an influence on the marketing.

(iv) In order to maintain and improve the routine for the system of
logging and transport, it is suggested that the Bomiwood harvest of
trees is kept more or less at the preseant level - 17,000/18,00
m’/year - and that the balance, 3,000 to 4,000 m’ round logs, is
bought, preferably based oa contract deliveries at the saw mill site
to facilitate proper planning.

(v) In the scaling of the logs at the landings and the sawmill, shert
lengths of timber are sawn off. This sometimes leads to very high
levels of waste, which should be avoided. Plans and procedures to
avoid such waste should be incorporated into overall management
directives for the reduction of wood waste.

(e) Product range

Expanding the range of products manufactured, for example parquet
tlooring for the export market, would help to utilise awkward lengths of
leftover sawn wood and contribute to the reduction of the excessive rate of
wastage in the sawmilling operation.

(f) Marketing

There are no serious constraints affecting marketing at Bomiwood. All
processed products are immediately sold lccally or in the export markets.

The main constraint affecting sales is the irregular import of raw
material which prevents the plant from operating at full capacity and from
reaching optimum sales.

Providing that these obstacles on the:supply side can be removed, certain
improvements on the sales side should be undertaken. The first would be a
market survey in Europe. Based on the survey results, appropriate follow-up
should be undertaken, such as the contracting of representatives. To improve
export sales it is also very important to improve the finish of the processed
products.

One requirement, partly out of the company's control, is improved storage
facilities in the harbour. Present facilities are not adequate for storing
tle products during the wet geason.
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srasratisa {waAl)

. Tyisting sotustisz

(a) Plant history

in 1967 the West African Investment and Finance Corporation was zranted a
concession for the develcpment orf oil palm, coconut and other pe_ennial
agricultural crops, inciuding the processing and expioitation of products from
these crops. The terms of the concession invoived the formation of a private
operating company in 1369 under the name of West African Agricultural
Corpcration (WAAC). From a 100,000 acre exploration area, 10.000 acres were
chosen for exploitation. in 1969 planting commenced on 3,500 acres and a
second phase of 3500 acres was commenced in 1974. No further planting has been
carried out since that date. Since the useful life or oil paims is
approximately 25 years, the crop yieid will decrease from 1990 when the trees
are 20 vears oid. The actual mill facilities were installed in 1975 by Van de
Kerckhoven, Belgium, with a processing capacity of 5 tonmes of fresh fruit,
bunches per liour. A second press with a capacity of 10 tonnes of fresh fruit
bunches per hour was installed in 1978.

Since the C.D. Sherman famil: took over management of the company
following the coup in 1980=", th e has been no routine maintenance of the
plantation, with a progressive reduction in the amount of slashing and pruning
to the present level of only 9 per cent of the plantation. In 1983, with no
qualified engineer at the factory, the Corporation had virtually stopped all
operations. From 1980-83 no accounts or auditing had been carried out due to
non-payment of auditors’ fees.

in 1982, as parr of the financial restructuring of the _orporation, the
Internationai Trust Company (ITC) received shares having a par vaiue of
$2,875,075 in exchange for which all the Corporation’'s indebtedness to IIC as
of 30 June 1982, was waived. The excess of the indebtedness waived over the
par value of the shares has been treated as share premium. The shares
received by ITC in addition to their existing shareholding were transferred to
the Government of Liberia (in lieu of tax liabilities), thus making the
Government of Liberia the majority shareholder of the Corporation with 68.89
per cent of the shares. Minority shareholdings were held by W.A.I.F with 13.8
per cent and 122 private shareholders.

In October 1983 the Corporation entered into a ten year management
agreement with Socfin Consultant Services (Socfinco) of Belgium, whereby
Socfinco assumed full management responsibility of the Corporation and agreed
to raise funds of approximately L$50C,000 to enable the resumption of full
operations. Socfinco were to be paid 50 per cent of the gross profit of WAAC,
with a minimum annual paywenc ol 7.5 per cent of net sales revenue.

1/ Mr. Sherman had been President of the West Africab Investment and Finance:
Corporation.
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3y March 1986, Socfinco had become disillusioned with the management
agreement due to continuing losses and decided to end its commitment. Since
then there has been a succession of different managers, inciuding
Mr. W. Cotton (USA) from April to September 1986, and Mr. Moses T. Gkormean, a
government appointee, ‘rom 3eptember [386 to May 1988, when he was dismissed.
Fror May to Auguet 1388, Mr. Melvin Thornes, Assistant Minister for Technical
Services, Ministry of Agriculture, was supervisor of the company, followed
briefly by Mr. Sino Lapeieah. From i4 September 1988 to date the manager
appointed directly by the Ministry of aAgriculture has been Mr. Sensee Sirleaf
but this is recognised as a stop-gap measure until a Generai Manager can be
appointed.

The entire plantation and mill was closed down from December 1987 tc May
1988; since re-opening it has suffered from a heavy burden of salary arrears
and no working capital. Operating costs throughout the year are in excess of
sales income at the present levels of plant utilisation. This is mainly
caused by lack of fruit entering the plant, although fruit is available on the
plantation. This situation will continue, wich increasing iosses, unless
payment of salary arrears is made. If this can be achieved, adequate numbers
of fruit pickers would then be attracted, so that the volume of fruit would
increase to a level sufficient for continuous operation.

The factory is currently operational only one day every two weeks and is
not generating suificient income to pay salaries and also carry out essential
maintenance of the plantation and mill, quite apart from financing any
replanting. The company can therefore not survive without capital inputs,
further loans, or complete capital restructuring.

(b) Management and organization

West African Agriculture Corporation is a mixed company established in
1969. The present shareholders and their percentage holdings of shares are:

Republic of Liberia 67 percent
West African Investment & Finance (W.A.I.F) 13 percent
Private shareholders (122) 20 percent

The Board of Directc ; consists of 8 members of which 5 are named by the
Liberian Government. The present Board membership is as follows:

Chairman: Mr. S. Gblorzuo Toweh, Minister of Agriculture

Mr. Emanuel 0. Akinsulere, Director, Bureau of State Enterprises

Mr. Richard Morris, Managing Director of SEFO

Mrs. Mary Dennis, Senior Economist, Ministry of Planning and
Economic Affairs

Mr. Momolu Tamba, Deputy Minister of Justice for Economic Affairs,
Ministry of Justice

Mivs. N. Gooding

Mrs. . ther Richard

Mr. Peter Kiilen, Assistant Minister, Ministry of Agriculture, is

project manager of the company and secretary to the Board.

The Acting General Manager does not have a ¢-at on the Board and has not
heard of any Board meetings during his four months of employment. This is
quite unusual, since, when a General Manager is replaced, it is common
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oractice that a Board meeting Is held and an audit performed. Neirther has
taken place. Jne reason is probably :the difficuity of gzathering such a
promineat group of persons together for a2 meeting.

according to the 3y-iaws of the company, an annual meeting of
shareholders shouid be heid on the first Monday in Juliyv each vear. 9n :the
same day, afzer zhe ciose of the shareholder's meetings, a meeting of cthe
3oard of Directors shouid be held. No budget or company plan has been
prepared for 1989.

Iz would be an advantage if the Board would include experieaced people
from the local business community rather than ministers and other very
high-level people. The present Board ¢of Directors does not seem to Zunction
the way an efficient Board should function.

sigure 7.2: Management ind srganisatisni. Structuce af nAAC
Boazd of Directors
Acting General (Project Manager
Manager ———— in Ministry of
Sensee Sirleaf Agriculture
Peter Kiilen)
: i o | Plantation | | 2ersonnel
Senior Accountan: | ! Engineering | Manager i | Manager
John Kweikwe: § i James Grimes i Frank Sow ! 3ai Sherman
i } 1 i !

r. Sirleaf, the Acting General Manager, is a Liberian citizen with a
B.Sc. in Econcmics from the the University of Liberia. He joined the Ministry
of Agriculture in 1981 and has held various positions in WAAC since 1984,
before becoming acting General Manager in September 1988. The acting General
Manager begins his day at 7:00. Between 7:00 and 8:00 he is engaged in
sending workers to the fields and assigning them duties. He follows the
workers out to the field and stays there until around 10:00. From 11:00,
until lunch time at 12:00, he is back in the office where he has meetings with
customers or representatives. From 14:00 to 17:00 he is engaged in routine
work in the office and making rounds in the plant.

| The Acting General Manager has the formal training for his job but is

, quite young and inexperienced. To take on the challenge of turning around a
company with as many problems as WAAC a very competent and experienced person
is needed. It is aiso necessary td have s:irong support from an equaily

, competent Board of Directors,

A serious weakness in the organisation is the lack of suppor: from:the
owners. There does not seem to be any diaiogue between the management and the
Ministry of Agriculture regarding the running of the company. .




id:122S%s -30-

Another serious weakness is middle manzeement. None of the managers has
the formal gqualifications necessary for their jobs. This is particularly
serious with respect to engineering ana accounting where experieace is
especially lacking. The crzanisation aiso contains several redundant posts
such as Personnel Manager and his assistant and Industrial Relations Agent.
All three couid be done without and their cuties divided between the General
Manager and the Chief Accountant.

The engineering department urgently needs a competent and experienced
’ engineer to cope with the problems of maintaining the plant. Too oftem, this
service must be bought from outside the company.

- The Chief Accountant, apart from accounting, is also responsible for
sales and he is clearly unquaiified for both duties. 2aAn experienced
accountant is urgentiy needed. The sales function can and should be the
responsibility of the General Manager until a sales manager can be hired.

Existing laws governing employment prohibit a company from dismissing an
employee in the absence of very serious reasons. This makes it particulariy
difficuit to dismiss anyone at middle management level, where the Board of
Directors must make the final decision. In all cases, it is necessary to pay
compensation whether it is a manager or a worker that has to be dismissed.
Funds are not available in the company for such payment: therefore, the
company is forced to retain many redundant persons.

Capital an¢ resources are severely mismanaged, mainly because the
shareholders are reluctant to supply fresh capital or to insist on competent
management .

Between 1980 and the beginning of 1983, six General Managers have tried
and failed to get WAAC running efficiently.

(c) Financial structure

WAAC was established as a limited liability corporation on November 27,
1969. The initial authorized share capital was 200,000 shares of $25.00 each,
of which 20,000 shares were issued. In July 1982, the Corporation was
restructured; as a result, the Government of Liberia holds a considerably
larger interest as shown below:

ceb.e 7.2..: Jistribution of sharc pita. iz WAAC

. Chares Paid-up value Per cen:
Government of Liberia 133,550 3,338,750 15.89
. W.A.L.F 28,000 700,000 13.381
Private shareholders 41,135 1,028,375 20.30

Total 202,685 5,067,125 100.90
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The original feasibi:itv studv was not avaiiable 2o the Mission to enable
it to obtair information on the proposed capital requirements. :Ia the absence
of such inf,rmation, the Mission aad to reiv on dues from the financiai
stateme: . in order to determine the levei of capitalizationm.

Table 7.2.2 shows the financial structure of the company, iacluding

assets, liabilities, capital employed, and stockholder's equity.

Sinle 1.2.2: 22lince sheet for wvesrs :977 thr-ougk 336
(in Liberian Dollars)

1977 1979 1980 1981 1983 1984 1985 1980
Curreut assets 130,510 249,643 295,171 277,577 53,106 219,757 188,372 197,996
Current lLiabilities 579,358 576,611 59,644 624,879 #60,910 706 769 656 445 725,677
Long term debt 1,859,497 2,130,275 2,961,216 3,450,166 135,198 700,301 810,595
Fixned assets 1,592,972 1,523,093 1,572,899 1,632,203 1,181,057 1,25%4,9:i9 1,186,229 1,012,710
Total assets 3,066,39% 3,065,205 2,930,556 2,717,997 2,198,837 2,390,302 2.36b,962 2,182,120
Capical employed 1,164,124 1,190,125 1,272,620 1,084,901 773,863 709,927 71%,3856 585,029
Share capital (stock-
kolder’'s equity) 5,000,300 237.52% (o2& _308) (1,157,0&8) 1,737,927 1,685,553 1,712,497 1,85 543

Source: WAAC Financial Statements (which Jid not include 1979 and 1982).

Notes: Liberian Bank fur Develupmenl and Investment (LBDI) $ 178,514

Vanderkerckhove (VDK) Loan 16a,782
Internations] Trust Company (ITC) 1,516,201

The only depreciation rate known to be used in the accounts at WAAC was
given as an estimate of 2 per cent for buildings. Despite the fact that all
depreciation rates under the Liberian tax code are fixed, no confirmation of
any rate uscd by WAAC was given to the mission. No comment can therefore be
made on this point.

Ratio analysis

Table 7.2.3 presents data on working capital and financial ratios. Based
on an analysis of Table 7.2.3, the current ratio (ratio of current assets to
current liabilities) is grossly below acceptable standards, averaging 0.32
over the years under review. Working capital (the difference between current
assets and current liabilities) showed a fluctuating negative figure. For
example, -$448,848, -$347,302 and -$527,711 were respectively recorded as
working capital in 1977, 1981 and 1986. The debt ratios (the ratio of total
debt to total assets) were respectively 80 percent, 150 per cent and 70 per
cent in 1977, 1981 and 1986. 7The ratio analysis clearly shows that the
stockholders, now led by the Government, have provided no working capitai to
finance current operations. Wwhile financial statements for 1987 and 1988 were
not available and cannot, therefore, form part of this assessment, management
information reveals that since September 1986 there have been arrears on
salaries and wages, now amounting to $175,355. Thig is a clear indication
that the company stiil suffers from an acute ghortage of working capital.
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(in Liberian dollars)

1977 1978 1980 1981 1983 1984 1985 1986
Working
capital  -448,848 -326,768 -300,473 -347,302 -407,80% -484,992 -466,073 -527,711
Current
ratio 0.22 0 .43 0.50 0.24 0.12 0.31 0.29 0.27
Debt ratio
(per cent) 80 89 121 150 21 35 57 70

Source: Financial Statements.

Table 7.2.4 shows the income statement over the period 1977 though 1986.
The Corporation has been experiencing losses since its inception; for example,
losses of $312,999 an¢ $365,848 were recorded in 1977 and 1986 respectively.

Table 7.2.4: income statemeat for vears 1977 througk 1386
(in Liberian dollars)

1977 1978 1980 1981 1983 1984 1985 1988
Ssles 670,597 957,565 1,768,787 818,330 799,569 662,583 olo,077 428,189
vperaling
expenses 983,596 1,209,508 2,080,149 1,581,161 1,969,806 853,957  1,1%3,73 796,037
Uperating
loss 312,999 251,963 911,362 762,831 1,170,237 191,374 937,059 JoY, 868

Source: Financial Statements (which did not include 1979 and 1982).
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As indicated earlier, the Corporation restructured its capital in 1982.
?rior to that date, it settled most of the debt owed to its original
creditors - the Liberian 3ank f{or Development and Investment (LBDI), the
International Trust Company (ITC) and Vanderkerckhove (VDK) iiberia Ltd.
while VDK's debt has been compieteiy paid off, some debts are s:ill ongoing to
the former two creditors.

Foreign exchange

(nder a former Managing Agent, Socfinco, the company imported spare parts
from Belgium. Since 1987, the level of operations has been extremely low.
Sales generatad can hardly cover the monthly wage bill of $15,000. Because of
this, the company does not request a foreign exchange allocation from the
National Bank of Liberia. According to the present management, the company
lacks funds to buy spare parts locally. Hdowever, WAAC will need foreign
exchange to purchase spare parts and other replacement items for its wmill and
other equipment in order to satisfy its rehabilitation requirements. At
present, of course, the company earns no foreign exchange to help meet these
needs.

Taxes

Currently, WAAC pays only sotor vehicle taxes. It pays no corporation
taxes because it is incurring losses.

(d) Buildings and installations

The WAAC mill is the oldest in Liberia and was built by Van de Kerckhoven
of Belgium in 1975 with an original installed processing capacity of 5 tonnes
fresh fruit bunches per tour (FFB/h). Prior to 1975, a small pilot plant with
1 1/2 tonnes “FB/hour had been installed but it was dismantled when the 5
tonne FFB/hour was commissioned. This capacity was increased to a theoretical
maximum of 15 tcnnes FF3/hr in 1978 with the installation of a second press of
10 tonne FFS/hr capacity. However, due to bottlenecks on the waste fibre
conveyors, the two presses, in practice, could never be operated together.

The actual maximum theoretical capacity was therefore only increased to 10
tonnes FFB/hr, but even this was never actually achieved. The 5 tonnes press
was damaged in 1982 and was dismantled. Due to lack of spare parts it has
never been repaired. Therefore, the capability of the existing plant is
limited to a theoretical 10 tonnes FFB/hour, unless the 5 tonnes press is
repaired and modifications are made to the waste fibre conveyors and thresher
unit.,

(i) Buildings

The miil building, measuring 1,345m®, is an L-shaped steel frame
structure with roofing and part of the sides clad in standard industrial
corrugated sheeting. Much of the sides are unclad for natural ventilation
requirements. The building is in good condition and requires no major repairs.
The vehicle maintenance workshop and store building is of concrete block
construczion with a workshop area of 162 m® containing a single vehicle
repair pit. The mechanical stores, electrical stores and office occupy an
area of 171 m*., All are in good condition and require little maintenance.
The stores are well equipped with shelving for spares, although at the present
time there are few import.nt spares in stock.
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{ii) Installacions

The equipment for processing the fresh fruit bunches into tke crude paim

oili consists of the followiag items:

{1) Sterilizer units

Jii palm fresh fruit bunches are delivered by tractor and trailer
units from the plantation to the mill. The trailer units are unloaded by
iand and transferred to the sterilising containers, called "cages™.

There are 69 cages, six of which are normaily in use in the two Van de
ferchkove steam sterilisation units. Each of the sterilising cages
contains between 60 and 80 fresh fruit bunches equivalent to
approximateiy 1-2 tommes. The buffer stock of fruit in the remaining 63
cages is therefore approxiaateiy 77 tounnes depending on the average bunch
weight.

From the buffer stock, cages are transferred by fork-lift to trolleys,
wvhich are located on the tracks feeding the sterilisation units. Batches
of three cages are loaded iato each of the sterilisation units for a
45-60 minute steam sterilisation cycle (3 kg steam) depending on the
maturity of the bunch. Green bunches are aiways left in the units for 60
minutes to ensure coMplete sterilisation. A complete cycle including
loading and unloading is approximately 70 wminutes.

The sterilizers are in good condition apart from the need for
replacement seals and two steam valves (type 1502-NDIO). A rope haulage
system was originally installed on the factory for the movement of the
loaded trolleys but no steel cable now exists on the factory; therefore,
although the winch unit is in working order it camnot be used.
Approximately 200 inches of cable is required to bring this unit back
into operation. A Caterpiller fork-lift truck is presently being used to
push trolleys into the strrilizer units and to withdraw them. This is
not the type of work for which a fork-lift truck is designed;
rehabilitating the original winch unit would release the fork-lift truck
for other work and reduce the possibility of damage to the fork-lift
engine. The fork-lift truck was purchased second-hand in 1983 and
presently has no starter unit, has a hydraulic leak, and requires new
tyres. Other parts are required for its Perkins engine. These are
available locally but no funds are available to purchase them.

The sterilisation units are one of the limiting factors in the mill,
because of a shortage of cages during the peak production season, and
also because of the length of the average cycle time of 70 minutes for
normal fruit and 535 minutes for ripe fruit (overall average approximately
63 minutes).

In order to aid digestion, the normal practice is to try to sterilise
the fruit one day in advance of threshing, digestion anc¢ oressing
although this is not always possible. In one 3-hour shi :, a total of
approximately 45.7 cages (55.7 tonnes) can be orocessed, providing the
boiler is started prior to the normal shift starting time. The maximum
sterilisation capacity in the peak season, when operating on three
shifts, is therefore 137 cages (167.1 tonnes or 6.96 tonnes per hour).
During the low season, however, the actual operating time can be extended
to an effective nine hours per day, without overtime working, by rotating
personnel though the lunch break. This provides a maximum sterilisation
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capacity on a singie shif: of approximately 31 cages (62.2 tonnes), which
is then sufficient to maintain the thresher unit at its maximum capacicy
of 7.] toannes per hour Zor 3 operatiomai howrs. The buffer stock of 53
cages is therefore adequate for the low seas-n, but during the high
season fruit has to de dumped on the ground due o insufficient cages,
resulting in double-handling of the fruit and increased labour costs. A
more efficient handling method for the incowming fruit wouid be for the
tractors to dump their ioad from a ramp direccly into the cages or into a
storage bin fitted with a feed conveyor.

During the peak season it is necessary to operate the plant for 24
hours per day (3 x 3-hour shifts). At this point the sterilisation units
become the limiting fuctor on the plant, since piant capacity is
reszricted to 7 tonnes FFB per hour, whereas on single-shift and
double-shift operations the thresher unit and digester are the limiting
factors.

Consideration should be given to the practice of sterilising the fruirc
the day prior to processing. This is primariiv done z0 aid digestion and
increase cutput, but during this 24-hour period there must be sowme danger
of re-contamination of the fruit. Testing of the fruit for correc:
sterilisation shouid be carried out initially to determine if the fruit
remains sterile.

(2) Overhead crane

This 5 toanne crane, type Verlinde, France, is used to lift the
sterilised cages onto the top of the thresher unit. The normal procedure
is to lift a total of six cages onto the top of the thresher, which are
then emptied by a team of four men who feed the fruit Into the thresher.
The crane is operational but a number of electrical spares such a2s timers
and contactors are required to avoid future breakdowns. This method of
handling is highiy labour-intensive; a conveyor system would be a far
more efficient method of feeding the thresher unit.

(3) Thresher

The thresher unit removes the fruit from the bunches by means of a
rotating cylindricai-shaped unit consisting of numerous cast iron
threshing bars. The machine can presently process two cages in 20-30
minutes with a team of four men feeding the thresher. From the top of
the machine with a maximum of 80 bunches per cage, and an average bunch
weight of 15.3 kg this equates to a maximum processing capacity of
approximately 7.3 tonnes per hour (i.e. six cages x 1-2 tonnes) under
present conditions. The thresher was originally fitted with a discharge
conveyor for the empty bunches, which deposited them into a storage bin
for disposal. This was removed by the Belgian consultants, who had
apparently planned to install a longer conveyor to discharge the waste
into the neighbouring river. Apart from being environmentally
irresponsible, remova! of the original conveyor at such an early stage
has meant that two m n are now employed on a full time basis removing
waste from the thres. er. A new conveyor feeding a storage bin should be
installed to remove this waste and eliminate the labour requirement.

1/ Source: 1988 actual bunch weight data
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(&) Digesters

From the thresher, the fruit passes to a Van de Kerchehove bucket
elevator (type 72016, 1973) and is then fed to a horizeontal screw
conveyor situated abo.e the two digesters for the 5 tonne press and the
10 tonne press. Only the 2.900L digester for the 10 tonne press (tvpe
VDK-DP-:0-10/0MS 4021814-1978) is currently utilised, although the 2.000L
digester (type Jlier) for the 5 tonne press is still in working order.

. Soth digesters require up to 4 bar of steam for maximum efficiency but
this is sometimes not available as the fuel feed rate to the boiler is
sometimes too low. Under present conditions, the 2.900L digester

. processes the equivalent of two cages FFB in approximateiy twenty minutes
(6 cages per hour or 7.3 tonnes per hour) if fruit sterilisation has been
carried out the previous day. This is reduced to an equivalent of &
cages per bhour or 4.9 tomnes per hour if sterilisation has been carried
out the same day. unfortunately, no records have opeen kept on the actuai
average weight of fruit per bunch; therefore, the accurate tonnage of
fruit entering the digester could not be determined.

The drawing of the 2.900L digester shows that six sets of rotating
arms should be installed in the digester to circulate the cooking fruit.
However, the top set of arms was rever installed in the machine and all
the remaining five sets of arms were at one stage broken. The bottom
sets of four arms have been repaired but the fifth set (top) is still
missing from the machine. The result is that over one-third of the
height of the digester column is not being circulated, and this will have
the effect of lengthening the digestion period. Any rehabilitatiom
programme must include the repair of this machine. In additionm, the
temperature and pressure gauges on this machine are inoperative and must
be raplaced. The operator currently has no knowledge of any variation in
temperature or pressure; therefore, no accurate control is possible.

(5) Presses

The original 5 tonne FFB per hour Olier press, type 5-SP-2VB, is still
dismantled following its breakdown in 1982. ~ Approximately US $50,000 is
required for all the necessary spare parts and this has never been
available to the coapany.

The 10 tonne press (type VDK) is operational but the angers are worn
and no stainless steel welding rods are available to carry out the repair
work. Consequently, the extraction rate has fallea to 17-18 per cent,
whereag with well-fitting angers, the extraction rate can be as high as
21 per cent. Since this is a significant reduction in yield, the
refurbishment of this machine must be a priority as part of any
rehabiiitation programme. Although the machine has a theoretical maximum
capacity of 10 tonnes FFB per hour, this cannot in practice be achieved
due to the constraints outlined earlier - the maximum possible capacity
is approximately 7.3 tonnes FFB per hour on single-shift and double shift
working and 7 tonnes FFB per hour on three-shift working. Apart from the
wearing parts in the machine, the press requires a new recorder o record
the hydraulic oil pressure throughout a working shift. The operator has
a pressure gauge which indicat:4 30 bar for normal operations, but no
record is kept, which could assist production and maintenance staff in
assessing the efficiency of the machine.
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Waste rakes from the press are discharged by a horizontal screw
cewvevor snt> a 28 degree inclined screw convevor which, in turn, Zeeds
the cakes via an svernead horizontal screw conveyor o the fibre and aut
separator. The inclined convevor Is a source of constant problems as,
even with one press, it tends to become overloaded. When the 5 tonne
press was also operational, it proved to be impossible to operate che
presses simultaneousiy, partiaily because of the cake disposal problem.
Additionai facilities for cake transport may have to be provided if the
present conveyors cannot be speeded up.

(6) Fibre and aut separator

This unit consists of a rotating drum unit with a blower unit at floor
level and is fed by the overhead screw conveyor. Fibre is blown to the
boiler and the auts are lifted into a 24 tonne storage bin by an inclined
bucket conveyor. The storage bin is in reasonable condition but requires
some replacement reinforcing bars inside the bin. No problems are
apparent with the separator.

(7) Cracker-sorter

From the nut storage bin a bucket elevator lifts the nuts to a double
cracker-sorter unit. From the drum separator, large nuts are recycled
back to the cracker and the cracked nuts are fed into a 24 tonne storage
bin. Cracked kernel nuts are unloaded via an Avery weighscale and are
then bagged for sale to the customer. The shells from the cracker are
fed to the boiler unit. It should be noted that currently this section
is not being utilised as there are apparently no customers for the
cracked kernel nuts. Everything is therefore being burnt in the boiler.

(8) 0il clarification

The oii from the press is passed over a vibrating strainer into a
small ground collection tank (lm x 2m) from where it is pw jed into one
of the three clarification tanks, each having a capacity of approximately
80 drums (16,0001). Clarification is simply by water mixing and
setting. The clarified oil is discharged either directly to the customer
or into one of the two large oil storage tanks, one of 150 tonnes
capacity (750 drums x 200 1), and one of 450 tonnes capacity. Industrial
oil, which contains some water, is taken from the bottom of the tanks and
is sold for soap manufacture. Facilities are aiso available for
bleaching, if this is required by the customer, but they are rarely
utilised at the present time.

(9) Boiler svstem

The boiler, type Babcock Atlantxque (1973), exploded in 1986 due to
operational error, resulting in one side of the boiler bezng damaged.
Some repairs have been carried out and although the boxyer is
operational, some of the steam pipes are missing, the ievel gauge is
broken, one of the boiler pumps (type KSB) requires replacement,
refractory cement is required for internal repairs, and insulation is
also required. The boiler is nearing che end of its useful life and
should be replaced as part of any rehabilitation programme. The wood
feeding arrangements at times appear slack as the operators allow steam
pressure to fall on occasions, solely because ingufficient wood has been
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fed into the boiler. It normally operates at 18-:i0 bar oressure but
quite regularly falls to less than 17 bar, which 1s the minimum operatirg
pressure for the steam turbine. At this point the turbine has to be snut
off and the steam supply to the digesters and sterilisers is then halted,
bringing the entire process o a standstill. 3Such problems can be
totally eliminated by closer supervision of personnel.

On the associated superheater, the 0-300 degree centigrade temperature
gauge is not working and shouid be repiaced. Four meters of the boiler
chimney collapsed approximateiy one year ago and the rest of the chimmey
can be assumed to be in poor condition with heavy corrosion. A new
chimney must therefore be installed for the new boiier.

(10) Water softener unit

This is not operational and the water is simply beirz filtered through
charcoal. When a new boiler is installed, a water treatment unit shouid
also be installed to avoid any potential probiem with the boiler tubes.

(11) Ancillary equipment

One Caterpiller gemerating set 60KVA
One Caterpiller genmerating set 69KVA
One Caterpiller generating set 105 KVA.

The 50 XVA and 69 KVA sets are in working order but the 105 KVA unit
has no motor and requires rewindings. Within the factory maintenance
shop are:

One pedestal drill

One Peddinghaus steel cutter 5RP/13
One sheet steel bending machine

One progress Lathe type N&425

One double grinder u-:it

To enable the factory to carry out more of its own repairs, a shaper and

a milling machine are required together with a full range of hand tools and
cutting tools for the existing lathe. These items should be provided under
any rehabilitation scheme.

Within the factory vehicle repair shops are:

- One Alister generator, which has been out of use since 1983 and is no
longer required; .

- One Atlas Copco compressor (10 kg/cm™), which is presently not
operational as the motor is being rewound;

- One two-cylinder air compressor (type unknown) which is operationmal

Six personnel work in the vehicle workshop but very few tools are

available for them. At a minimum, two complete sets of hand-tools are
required. ‘

(a)
(b)
(ec)
(d)

The mill has the following mobile planZ:

Two Deutz tractors type D6202 (both non-operational)
One Deutz tractor type D6507 (operational)

One Deutz tractor type D5072 (non-operational)

One Cateroillar fork-lift truck




Id:1225s -108-

(e) 7Two Tovota jeeps (1339-BC)
{f) One 8 tomne Ioyota truck, type 330 BT (for transportation of workers)

The three non-operational tractors all require tyres. Two other tractors
are on site but are scrap. For the mill to try to operate with oniy one

tractor is clearly impossible and the required spares for the other three
tractors should be purchased as part of any rehabilitation programme.

Both in the production and maintenance sections, there appears to be a
number of able and experienced personnel but because of lack of spare parts,
their work has been limited to minor routine maintenance, atiiising what local
materials become available. For the major maintenance jobs, which invariably
require imported spare parts, no funds have been available for many years and
it is an essential part of any rehabilitation programme that adequate spare
parts are provided within the framework of tne programme.

Based on the following estimate of inputs to the mill over the next 15
years, the plant operational days per year with a rated capacity of 7.3 tonnes
FFB/hour at single and double shift operation and 7 tomnes FFB/hour at 87.5
per cent efficiency shift operation wiil be:

iable 7.2.5: Estimiated overal: supoly of FFB. 1930-2005

Plus Total operational
Qutgrowers Shift
Tonnes Tonnes Tonnes (8 hour)

Year FFB FFB FFB per year
1990 9,6C0 - 9,600 188
1991 9,600 1,300 11,100 217
1992 9,600 1,500 11,100 217
1993 2,600 1,500 11,100 217
1994 10,200 £,500 11,700 228
1995 11,300 1,500 13,C00 254
1996 12,900 1,500 14,400 81
1997 15,600 1,500 17,100 334
1998 19,800 1,500 21,300 416
1999 23,600 1,500 25,100 514
2000 32,700 1,500 34,200 700*
2001 36,200 1,500 37,700 772%
2002 39,000 1,500 40,500 830*
2003 40,900 1,500 42,400 869*
2004 41,300 1,500 43,000 881» .
2005 42,600 1,500 44,100 903
L] Permanent three shift operation, except for low season.

On the:above estimates additional production facilities would be required
from approximately 1999 to cope with the p.ak season. ‘
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(2} Inputs
The plantation

Paim oil fruit is supplied to the processing plant from the WAAC
concession area. The existing plantations zare located northwest, west and
scuthwest of the WAAC pracessing plamt, with an average transport distance of
about 7 km. Areas not vet urilized are mainly south and to some aXxtent aorth
of the piant, with a similar average transport distance. The total concession
area is 10,000 acres, equivalent to 4,550 hectares.

The Wangekor plantations were established in 1969 when 375.1 hectares
were planted with palm oil trees. A further 1057.3 hectares were turned :inco
palm oil plantations in 1970 and an additional 168.; hectares in 1971. Yo
more planting has been carried out since then. dence, the total area of
Wangekor plantations covers 1,600 hectares; 2730 hectares {6,000 acres) are
still not yet developed. Although WAAC has the legal rights to utilize this
iand for fucture piantations, problems have arisen as a resuit of the
settlement in this area of a large number, reportedly a few hundred, farming
families. They have now lived there for a period of .0-15 years or more, and
cannot simply be thrown out without being offered alternmative lands.

In 1984, during the Socfinco period, a nearby farm comprising § hectares
of palm o0il plantations was leased. This lease contract terminates in 199,
All trees in the Wangekor plantations are between 18 and 20 years old, giving
them another 5-7 years of ecomomic production. The plantations have been
mismanaged for many years, with minimum slashing or cleariag of the vegetation
under the palm oil trees, no pruning, no application of fertilizer, and so
on. In summary, the plantations are not in a good state of production at
present, although some slashing and pruning of the trees started in 1988.

In November 1988, 16 hectares received potash fertilizer at a rate of
about 170 kg per hectare, or a total of less than three tomnes. I[a fact,
since no soil samples have been analvsed since the 1970s and no l=af analysis
has taken place since 1985, very little is known about the deficiencies of
plant nutrients and hence the need for fertilization. However, according to
the Plantation Manager, symptoms of potassium and magnesium deficiency have
been noticed on the trees in a few locations.

Management of plantations

There has been no proper management of the plantations since 1980. An
attempt was made in 1983 to improve the situation by hiring a Belgium company,
Socfinco, to assume responsibility for the operation of WAAC. Their
contribution to improving the plantations proved unsuccessful and the Socfinco
management terminated in June 1986.

The present management, appointed in September 1988, is the third in
succession since Socfinco left. The frequent changes of management, and
apparent lack of no long-term plans or directives from the Ministry of
Agriculture or any other authority, have significantly contributed to the
present poor state of the plantation. In addition, tre pre-1980 owners of the
plantations obviously lacked the ability to plan for long-term suppiy of palm
oil fruit to the processing plant since no additional plantations were
establighed in the mid and‘late‘19703.
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:n Jecember 1987, the entire opberation was closed down and the plantation
activities were not resumed until May [988. The operation has now been
subordinated directly under the Ministry of Agriculture.

The existing piantation is subdivided into ten blocks to facilitats
proper and timeiy planning of ail activities. Tabie 7.2.6 shows the number of
palm 0il trees and the size of :the blocks, all af which were to be s.asned in
1988 according o the piantation maintenance programme.

Taple Y.2.8: D.aatstiom maistenzaCe oprogramae, 938
2ani3. §.38h.°0S. Ine rayad

Block Palm trees is
number numbers Hectares Cost ver tree Total
1 23,787 169 0.05 1,189.35
2 28,744 205 C.05 1,437.20
3 26,134 186 0.95 1,306.70
4 29,981 214 G.05 1,499.05
5 12,110 86 0.05 605.50
6 33,362 238 0.05 1,668.70
7 19,334 138 0.05 966.70
8 42,102 300 0.05 2,105.10
9 15,271 109 0.05 763.55
10 4,470 32 0.05 223.50

235,295 1,677 11,764.75

Source: WAAC, Plantation Management.

It should be noted that the total hectarage of the plantations in
Table 7.2.6 exceeds previously quoted figures by 77 hectares.

In 1988 only Block Nos. 1,2,3,6 and 8, or a total of 1,098 hectares, were
actually included in the management. This was reportedly due to lack of
manpower, resulting from the the lack of funds to pay them. In addition,
although this area was harvested, only part of it was slashad and pruned.

Table 7.2.7 shows the number of harvesters engaged in 1988 and the
quantity of fresh frui* bunches (FFB) harvested. The average performance of
“he harvesters is calculated on the basis of 26 working days per month and
issumes that the average weight of FFB is 12 kg which is rather low.
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Tabie *.1.7: 33rvested producticz .388

Harvested FFB Harvested Performance
Month number Xg. Kg/day FFB/day
May 39 387,014 382 31.9
June 33 475,467 504 46.2
July 51 207,737 157 13.0
August 36 61,822 66 5.5
September 34 39,096 L4 3.7
October 33 67,683 79 6.6
November 35 146,260 161 13.4%
December 28 95,985 132 11.0
Total 1,481,664

Source: Compiled from WAAC data.

Table 7.2.8: Harvested onroduction 1385

Harvested FFB Harvested Performance
Month number Kg. Kg/day FFB/day
January 59 325,355 212 17.6
February 68 288,825 163 13.6
March 64 629,620 378 31.5
April 58 800,272 t31 44,2
May 59 1,103,121 719 59.9
June 62 854,016 530 44,1
July 57 190,400 128 10.7
August 58 106,560 71 5.9
September 35 221,681 155 12.9
October 50 309,540 238 19.8
November 49 452,480 355 29.6
December 52 512,000 379 31.6
Total 5,743,920

Source: Compiled from WAAC data.

According to WAAC management, the harvesters collect 60 FFB, or even up
to 80 FFB per day. These figures are also used for calculation purposes. The
reality, as seen in Table 7.2.7, is that the average worker never achieved
mo-e than 46 FFB per day and, in six monchs out of eight, the productivity was
at most only 22 per cent of the expected lower figure, 60 FFB per day.

Table 7.2.8 1llustraotes the results achieved in 1985. Average harvesting
performance during that year is also far from satisfactory, although slightly
better than in 1988.
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The present poor condition of the plantations results in a low yield
estimated at 1,270 kg per hectare for the 8 months in 1988 when the trees were
harvested. This may be compared with the same period in 1985 when the
piantation output was on average 2,312 kg per hectare. Assuming that the
reiation between the vield of FFB from January to April and from May to
December in 1985 is similar to what shouid have been the case in 1988, :the
total average vieid in 1988 is estimated at 2,300 kg per hectare as compared
with 3,590 kg per hectare in 1985. These figures probabiy reflect :the
quantities harvested rather than the actual yield of FFB.

This poor performance can be explained, o a .arge extent, by lack of any
plan of incentives to the workers. The harvesters are paid 6 cents per FFB
durin; the (peak) season, March through August, when the harvester, with one
nelper, is expected to harvest 80 FFB per day. TIhe payment has to be shared
between the two. If the weather conditions have been dry, resulting in iower
yield from the trees, the payment per FFB may be increased to 10 cents per
FFB. During the rest of the year, September though December, the harvest
workers are paid 12 cents per FFB, but without the assistance of a helper to
collect the FFB in heaps for subsequent traasport to the ore mill. The system
and level of payment has not changed since 1985. In addition, the workers are
not paid regularly on a monthly basis. They have to wait, sometimes 2-3
months or more for payment due to lack of funds. Considerirg the performarce
indicated in Tables 7.2.7 and 7.2.8, the earnings of the workers are painfully
low. This situation, combined with an apparent lack of confidence in WAAC and
its management, has resulted in low morale.

Manual slashing between the rows of trees i3 a slow process and is not
done over large areas of the plantation. Of WAAC's two tractor-mounted
slashers, one is currently totally dismantled, and the other lacks the rear
supporting wheels necessary to adjust the height at which to slash the growth
between the trees.

The capacity of each of these machines is estimated at 2-4 hectares per
day, depending on conditions, and their use would greatly improve the up-keep
of the plantations and facilitate assignment of additional workers %o
pruning. However, this does not appear to have been the case in 1988.

Iransport

The harvested FFB are collected by means of tractor-drawn trailers.
Although WAAC has six Deutz tractors, only one is operational. Two are
dismantled to a very large degree; the remaining three tractors need two or
more new tyres each and also some repair work.

One trailer, capable of carrying about 2 tonmnes, is presently used for
transporting FFB from the plantation to the oil mill. Two more are in a bad
state of repair and without tyres. The bigger of these could probably load 3
tonnes of FFB. Hence, the currently available transport capacity is estimated
at about 1 tonne per hour considering an average distance of 7 km, the road
cocadition, and time required for manual loading and unloading. If three
tractor/trailer units were repaired, the average daily transport capacity,
under present conditions, is estimated at about 30 tonnes with variations
plus/minus about 10 tonnes.
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It is concluded that the performance and capacity of the field
organisation for slashing, processing, harvesting and so on, and trapsport of
the FFB to the oii mill is far from sufficient.

There is a need feor re-organization of management and procedures,
programmes and routines, including activities which have previously not been
performed, namely preparation and planting of new plantations which also calls
for re-vitalization of the nursery.

Assessment of overall production

if all plarn ztions are properly managed, including but not limited to
slashing, pruning, and application of fertilizer as determined from soil
and/or plant analyses, an average annuai crop yield on the order of 6 tonmnes
per hectare may be expected the foilowing year. Later, towards the aid-1990s,
the expected total production is likeiy to drop gradually as the trees become
totally uneconomicai.

With this scenario, and assuming a practical daily capacity of a
rehabilitated WAAC oil mill of 100 tonnes per day operating om one shift, the
rav material available from the Wangekor plantation is sufficient for 3 to &
months running of the plant.

Establishment of new plantations is urgent and crucial for the continuity
of the enterprise. From a practical point of view, it is advantageous to
split up the preparation and planting in 540 hectare blocks, one per year,
during five consecutive years. By 1995 the 2,700 hectares currently not in
use will be planted and a programme for replanting the existing old
plantations can commence. By the end of the 1990s when the first new
plantations are beginning to yield, the critical situ=2tion reiating to raw
material supply to the oil mill will be tapering off.

Future development is illustrated in Table 7.2.9. This is calculated on

the assumption that the above-mentioned planting programme is adopted and that
the annual yield from different plantations are approximately as foilows:

Assumed yields per hectare in tonunes

0ld plantations New plantations
1990-93 6 Year (from 4 4
1994-98 S planting) 5 6
6 7
7 8
8 10
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“ibie *.1.3: ZIstimated tots: oroguction of sFY. 1990-1005

2lantation, h.a. 2roduction, tonnes
Year 0ld New 0ld trees New trees Total
1990 1,600 340 2,600 - 9,600
1991 1,600 1,080 9,600 - 9.600
1992 1,500 1,620 9,600 - 2,500
1993 1,600 2,160 9,600 - 3,600
1994 1,600 2,700 8,000 2,200 10,200
1995 1,225 3,075 6,100 5,400 11,300
1996 735 3,565 3,700 9,200 12,300
1997 4222 3,878 2,100 13,500 15,600
1998 186 4,112 900 18,900 19,800
1999 - 4,298 - 23,600 23,600
2 - 5,298 - 28,500 28,3500
2001 - 5,298 - 31,700 32,700
2002 - 5,298 - 36,200 36,200
2003 - 5,298 - 39,000 39,000
2004 - 4,298 - 40,900 40,900
2005 - 4,298 - 41,509 41,500

The above production estimates may be conservative, but are to a large
extent related to the management level achieved in the future. Total
production is expected to increase from the ®id-1990s and reach full
production after the year 2000, when the whole Wangekor Plantation carries new
palm oil trees in productiom.

The figures are indicative rather than absoiute and are calculated for
the purpose of assessing the rehabilitation needs of the oil mill. It is
evident from Table 7.2.9 that the oil mill wiil be under-utiiized during the
major part of the 1990s. This suggests that other sources of palm oil fruits
should be identified and utilized as much as possible.

Other sources of oii palm fruits

According to studies relating to a loan application made to LBDI by
Socfinco in May 1984, the total area of smallholder palm oil plantations in
Grand Cape Mount County is 912 acres, or 400 hectares. Discussions with WAAC
management have confirmed that production from the majority, if not all, of
the smallhoidings could be available to a rehabilitated WAAC enterprise. The
smallholder palm oil plantations in the area were reportedly established in
the mid 1970s, which means that they will be productive for a number of years
into the 2lst century.

The plant material to many of these smallholdings was supplied from the
Wangekore Plantation. [t is expected ° <= the management of the smallholder
plantations will not be very effectiv. rsith detrimental effects on the level
of production. Improved management could be attained through extension
services from the plantation management of a rehabilitated WAAC. The payment
to the smallholders should be based on actual production costs, allowing a
reasonable margin for profit, which would constitute an incentive to produce
increasing quantities of FFB. This is an important consideration, especially
in the medium-term perspective from about 1992-93 onward.
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Assuming that 75 2er cent of the smallholder plantations respond
positively to selling their paim oii fruits to WAAC, around 1,500 tonnes of
FFB per vear could be drocured from these out-growers. This strengthening of
the raw material base wiil not have a dramatic effect on the economy of WAAC,
but nevertheless wiil comntribute to a slightly better situation.

Depending on the response from the smallholder sector in the area,
efforts should be made to persuade the smallholders to establish new
plantations at a very early date. A concept would then emerge with a central
paim oil processing mill, a nucleus estate producing the bulk of the inputs,
and a sizeable hectarage of out-growers. This concept has many advantages,
including benefits from an investment point of view. One prerequisite,
however, is rhat the future rehabilitated WAAC acquire the reputation of
honouring ail agreements and paying promptiy for services and supplies.
Assistance must also be given so that WAAC has a long-term strategy of
development providing sufficient guarantees for the future.

(f) Product range

WAAC produces three types of palm oil: premium palm oil, industrial oil;
and (since 1985) bleached oil. WAAC's records on the distributior of total
palm 0il output between the three types are very poor. Even after consulting
Ministry of Agriculture data, the picture remains incomplete. Table 7.2.10
presents data for the years 1984 through 1988 based on the available
information that was available.

Tible 7.2.10: Rzge of products zsnufsctured snd outout, .984-19383

Years
Outputi” 1984 1985 1986 1987 1988

Total, as tonnes of palm

nil extracted 1324.2 1078.827 944 .9 409.1 239.6
of which:

- Premium palm oil 1271.0 n.a n.a. 395.0 230.0
- Industrial oil 53.2 n.a n.a 12.0 9.6
- Bleached oil - - 20 2.1 -

Source: UNIDO compilation from WAAC experts of activity.

N.B: a/ Not yet clarified wnether figures represent the real output of the
mill or the sales.

b/ Of which, 448.3 tonnes were expected in USA. The only other exports
were 677.4 tonnes palm oil shipped to USA in 1980.

c/ Estimaced.
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The processing of palm fruits aiso yroduces saim kernels as a by-2roduct
(around 3-5 per cent on average 3f the T2 input). As these are aot s0id >y
«AAC, they do not form par: Jf its product range. _nstead, they are Surned,
despite their hign protein vaiue ana potentiai high market value.

(z) P2lant performan-e/costs and price structure

Performance of the crusaiag will

Built in 1972, the crushing miil has an installed crushing czapacity of 15
tonnes of FF3 per aour, 2quiva’ent to 33.6 per cent of total liberian milling
capacity and 94 per cent Jf total palm oil capacity in the public sec:or
mills. The mil! has never been utilized at fuil capacity.

in spite of several shut down periods that occurred since 1984, equipment
maintenance and servicing has been performed regularly. In its present
condition, the miil is estimated to be able to easily produce 1,500 to 2,000
tonnes of crude oil per year. However, as Table 7.2.10 shows, only 409 tonnes
of 0il were extraczed in 1987, and 240 tonnes in i388. The conversion rate of
paim fruits to crude oil varied between l4 per cent and 18 per cent during the
years 1985 to 1988.

According to the Ministry of Agriculture, conversion rates were higher in
the other state-owned mills, with Butaw attaining 22 per cent and Decoris 20
per cent in 1987/1988.

The five tons/shift bleaching unit which was installed in 1985 in order
to extend WAAC's product range has remained mostly shut down since then. It
has produced less than 25 tonnes of bleached oil since its start up; :he
company points o high overheads of the bleacning operation and the product’s
low seiling price on the local market as explanation for this failure.

Cost and price structure

The Ministry of Agriculture fixes, through circulars, the seascnal prices
for palm oil products (corresponding to low and high harvesting seasons of
palm fruits). The following price levels were set in 1987-1988.

~3b.e T.2.01.: etaii market orice of pa.m 0iis
($/tonne)

Tvpe of palm oils

Period Premium grade Industry grade 3leached
1987 - year average 663.00 469.60 635.36
1988 - low season 360.63 475.00 n.a.

- high season 325.00 500.00 n.a.

Source: Ministry of Agriculture, Division of Technical Services.

The pﬁoduction cost of palm oil extracted by WAAC exceeds the local
market price, and sales have been made at a loss, at least ‘since 1980/81.
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The estimation of production costs was possible only for 1985, the vear
wvhea all cost information was available and when output reached 1078.8 tonnes
of crude palm oil. This estimation o costs and their dreakdown dy major
factors is, however, of some relevance in 1989. What has happened in the
meantime is that the whole WAAC operation has worsened and outputs have
decreased.

Teble 7.2.02: Zstizition of araductica casts af S-ude vs.= 3i:. .85
13/t Crude oil Per cent of total
Jperating costs 146.48 16.3
of which: plantation upkeeping 56.38 6.3
harvesting of fruits 0.69 6.7
transport and loading 29.40 3.3
Cost of milling operation 140.540 15.6
Management and administration cost 130.97 14.5
Running expenses 119.82 13.3
Depreciation 188.52 20.9
Total 900.53 100.0

Source: Auditor's report, 1985.

It is clear that the company can hardly cover its operating and milling
costs by sales of crude palm oil, and that it is not in a position to generate
its working capital or to fulfil its financial obligations.

WAAC's operation can survive only if the production costs of crude oils
become competitive on the local market, where the competition is already very
strong, due to:

- a low level of consumption dus to decreasing purchasing power in
Liberia;

- increased supplies of palm oil for human consumption from
smallholders, at low prices (L$200 to L$ 360 per tonne);

- competition from the other major local producers who cannot export
their products at current depressed prices on the international
market, and therefore increase their domestic sales;

- competition from imports of palm oil from Ivory Coast and Guinea;

- imports of cheap refined palm oil into Liberia since 1985.
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Import dependence

Import dependernce is total for spare parts, small tools, chemicals and
fertilizers.

Protection
As regards imports, n0 duties are levied on either spare parts, tools,
chemicals or fertilizers. Refined palm o0il is imported freely, without any

duties.

Markets and competitors

The total market for palm oil in Liberia has been impossible to estimate
since the Ministry of Agriculture does not have any reliable statistics.

In 1984 the Liberian Bank for Development and Investment estimated the
total market to be about 25,000 - 30,000 tonnes per year. With a local
production of about 20,000 tonnes per year, there is a shortage of about 5,000
tonnes which has to be covered by imports. Of the local productiom, 15,000
tonnes per year are estimated to be produced by traditional methods in the
villages and the remaining 5,000 tonnes are divided between three main
producers: LIBINC, BUTAW and WAAC. Under normal production conditions, WAAC
is estimated to produce about 20 per cent of the total industrial production
and about S per cent of the total production in the country.

WACC's location on the newly-constructed highway between Monrovia and the
border with Sierra Leone, about 110 km from Monrovia, is a great advantage for
domestic sales. The main local market in Monrovia and WAAC's locatiom puts it
in a very favourable positiomn compared with its competitors, which are mostly
located in isolated geographical locations in the scuthern part of the
country. This has led the other companies to orient their sales more to
export markets; therefore, they do not present a serious threat to WAAC in the
local market. ({(Although the competitors are in a better position regarding
raw material supplies, their processing equipment is substandard and, like
WAAC, they are in urgent need of rehabilitation.)

There is quite a substantial market for refined palm oil but no local
production, so at present all refined oil is imported. WAAC could be a
possible location for a refinery, preferably with the capacity to refine the
country’s total needs for refined oil. One refinery would be sufficient to
refine oil produced by WAAC and its two competitors.

WAAC does not have any distribution system of its own; customers make
their purchases at the factory gate. There are no sales outlets in Monrovia
or any other parts of the country.

The market is very much a sellers market and is likely to remain so for
the foreseeable future. This means that there is no immediate need for
marketing efforts. However, this situation will change as soon as
rehabilitation has taken place.

Some small quantities of oil were exported to Holland a few years ago.
However, at present, no exports are contemplated as long as local demand
remains unsatisfied. !




1d:1215s -:19-

(i) Constraints

Management and organisation

The company suifers from unqualified management which, together with
under-capitalization, has created a very serious situation. Middle management
personnel are inexperienced and not qualified for their jobs. This is
especially true with respect to the Engineer and Chief Accountant.

The acting General Manager has the formal education and training, but
does not possess the strong leadership qualities required under present
circulstances.

Middle management also includes posts that are clearly ummecessary in
such a small company, including the Personnel Manager, his assistant and the
Industrial Relations Agent.

Financial structure

The major constraint under this heading is the total lack of working
capital. The GOL, which has 66 per cent of the shares, tas failed to provide
the needed working capital because of its own financial difficulties.

Buildings and installations

(1) The sterilisation units have a maximum hourly capacity of 7 tonnes FFB
and there are insufficient sterilisation cages to cope with the
three-shift operations during the peak seasonm.

(2) The thresher uni: and digester units can only cope with an hourly
capacity of 7.3 tonnes FFB, whereas the press was installed for 10 tonnes
FFB per hour.

(3) The thresher unit has no discharge conveyor for empty bunches and no
storage container for this waste material, thereby increasing labour
costs.

(4) The crane transfer of fruit to the top of the thresher is labour
inteasive and slow. A simpler and more efficient method would be by
conveyor.

(5) The broken digester arms makes the digester less efficient and lengthens
digestion time, reducing throughput to the press.

(6) Lack of spare angers for the press or stainless steel welding rods for
the repair of existing angers led to inefficient pressing with low
extraction rates of 17-18 per :ent, against a possible 21 per cent
extraction rate. This equates to a substantial loss in revenue.

(7) The waste cake conveyor constantly blocks up as it is too small for the
10 tonne press, thereby increasing labour costs.

(8) The boiler has heen damaged and is nearing the end of its useful life.
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(2) Lack of adequate maintenance ecuipment and tools reduces the effective
wvork that the maintenance staff can undertake.

(10) Lack of serviceable tractors reduces the amount of fresh fruit brought
into the factory.

(11) A compiete lack of spare parts means that important maintenance work
cannot be carried out.

(12) Lack of proper management and co-ordination between departments has led
tc the inefficient use of available manpower.

Product range

The limitation of the range of products to only industrial and premium
0il reduces substantially the penetration of the local market. Drum packaging
of oils limits the end-users to wholesalers and smail to medium-sized soap
manufacturers.

Plant performance/costs and pricing structure

- Unavailability of sufficient raw materials (FFB) for the oil mill;

- Lack of motivation and concern about productivity on the part of the
vorkers;

- Lack of qualified accountancy personnel;

- High share of staff costs and of running expeases in total reduction
costs.

inputs

(i) Mismanagement of all plantations over a long period of time has reduced
substantially the productivity of the plantationg. This mismanagement
includes neglecting to plant new paim oil trees or to maintain old
plantations, now generally 18 to 20 years old.

(ii) Insufficient capacity for planning, execution and supervision of
plantation maintenance.

Marketing

The present local and export markets can ab#orb all of WAAC's
production. The main constraints regarding palm oil sales are internal - the
problems on the production side and the insufficient supply of raw materials.




The company suffers {rom a severe shnrtage of working capitai which must
be reczified. The best solutian Is probably orivatizaticn since the major
shareholder, the Govermment cI _iberia, has severe Iinancial difficuities of
its own which wouid zomstraia it Irom iIajecting any capital into the
enterprise.

(a) Management and 3rganisation

The organisation shows serious weaknesses on ail levels of management
both with regard o formal training and experience. The Acting General
Manager has an acegquate Zormal education but lacks zxperience rumning a
company such as WAAC. This Is especially proncunced in the company's present
difficulties, and made even more serious by an absence of support on the part
of the owners. Moreover, the management has very _ittle or no coantact with
the Boarz of Directors.

Middle management needs o be restructured and improved. Three positions
are redundant at zhis ievel and should be eiiminated, namely the Personnel
Manager, his assistant and the Industrial Relations Agent. Their duties can
be divided between the Ceneral Manager and the Chief Accountant. The Chief
accountant does not have either the formal background or the experience for
this demanding job. He is also responsibie for sales for which he is also
neither qualified nor experienced. A well-trained, experienced accountant is
urgently needed. Within the engineering department, the acting manager does
not have the necessary formai technical training and needs supervision. when
serious probiems arise, it is necessary to call :in an engineer from outside
the company.

in the present situation, with severe maintenance and other technical
protlems, there is an urgent need for a qualified, evoerienced engineer.
Sales shouid be handled by the General Manager inste. - of by the Accountant.

Another sensitive topic is the existing clinic which employs a nurse, who
is well-paid, and a male assistant. According to the acting General Manager
it is doubtful if this arrangement can be justified. This function might be
handled by one person trained in first aid who would be atle to handle simple
accident cases. Serious cases, anyway, have to be sent to Monrovia. The
clinic represents a relatively heavy burden on the finances of the company.
These recommendations would not in any way jeopardize the functioning of the
company but wouid substantially reduce its overhead costs.

(b) Physical plant

The 10 tonnes FFB per hour press line is limited in capacity to

7.3 tonnes FFE per hour due to the constraints of the sterilisation units,
thresher and digester, and waste cake conveyor. However, the factory has
never even produced at this level. It is therefore recommended that the plant
be rehabilitated for a maximum houriy capacity of 7.3 tonnes FFB by a limited '
amount of new equipment and a full range of spares for all the equipment, ‘
which will remain after renabilitation. This would include the following
major items: ‘ ‘




s199C N 10N

:d * Amemt B

ti) New boiler system of increased capacity (minimum 9 tonnes water per
aour), including water zreatment unit and chimmey. Until this new
boiler is instailed, certain spares would still be required for the
existing boiler svstem such as refr -tory cement, gauges and steam
pipes of various sizes.

(ii) Construction of ramp together with buffer storage hooper and feeder
conveyor to enable tractors to tip the fresh fruit directly into
sterilisation cages or into the buffer storage hopper.

(iii) Forty new steriiisation cages to cope with the peak season demand.

(iv) Installation of a feed conveyor to the top of the threshing unit and
installation of spare jarts to the thresher.

(v) Repair of the 2.9001 digester to ensure that all arms are re-installed
and that all temperature and pressure gauges are replaced.

(vi) Repair of the 10 tonne FFB per hour press to ensure that the maximum
possible extraction rate from the fruit can be achieved. During the
initial rehabilitation, the 5 tonne press would not be repaired due to
the high costs involved. This unit could possibly be repaired later
from profits generated by the rehabilitated 10 tomne line.

(vii) Increasing the capacity of the waste cake screw conveyor by speeding
up the unit, or altermatively installing a larger unit.

(viii) Utilisation of the kernel nuts as a saleable product rather than as a
waste product to be burnt in the boiler. This could possibly be
limited tc the idie kernel o0il mill located in the port area, which
has a mechanical roller extraction unit.

(ix) Repair of the Caterpiller 105 KVA generator motor.

(x) Supply of a shaper machine, milling machine, hand tools and cutting
tools for the lathe, to enable proper maintenance to be carried out on
the factory.

(xi) Repair of all tractors and small and large trailers to increase the
supply of fresh fruit to the mill.

(xii) Commencement of a detailed preventive maintenance scheme once all the
necessary spare parts have been installed in the machines.

(xiii) Improvement in the management, line supervision and co-ordination of
departments in the production and maintenance sections to improve the -
utilisation of available personnel.

All buildings are in good condition and require no major rehabilitation -
work. |
(c) Inmputs

Various aspects of input supply were discussed in Section 7.2.1 (c),
including requirements and suggestions focused on an improved raw material
supply situation. ! ! !
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Rehabilitation requirements include the following:

(i) Substantial strengthening of managerial capabilities for planning of
all activities; leadersnip to stimulate and activate emplovees and
supervision of ail activities.

(ii) Reactivation of the nursery and procurement of palm oil seed of
suitable improved variety, if necessary through import.

(iii) Establishment, as soon as possible, of new palm oil plantationms,
according to a precise plan of operation, foilowed Dy a repianting
scheme of the old plantations starting not later than the mid-i990s.

(iv) Repair of the existing pool of tractors, trailers for transport of
FFB, and tractor-mounted slashers; adoption of a rigorous oreventive
maintenance programme for all equipment; modification of existing
trailers to increase the loacing capacity to 3 tonnes FFB.

(v) As soon as possible, rehabilitation of all existing plantations,
including clearing and pruning, and arrangements for classification of
the land (soil sampling and analyses) to facilitate appropriate
fertilizer application according to requirements.

(vi) Detailed elaboration of a system for purchase of palm oil frui. from
potential outgrowers, including responsibilities and obligations of
both parties, a pricing system, and procedures incorporating payment
according to quality.

(vii) Identification of smallholders and others who may be interested in
supplying palm oil fruit, followed by proposals and negotiatiomns, as
required, of binding agreements for supply to WAAC.

{(viii) Improvement of the existing rehabi:ltated tractor transport
organization to be able to cope with increasing transport volumes.
This will include the acquisition of additional tractors and trailers
with a capacity of not less than 5-6 tonnes, preferably with a
hydraulic tipping device.

(d) Plant performance/costs and price structure

The bleaching installation should be utilized at a higher capacity in
order to increase the share of higher value-added bleached o0il in the total
sales of the plant. The volume of bleached oil production relative to
production of premium and industrial oil would depend on relative production
costs and relative selling prices.

The present lack of information on production costs is a very serious
constraint on the efficient operation of WAAC. A system to monitor costs on a
monthly basis should be established immediately.

(e) Marketing

WAAC operates in a sellers market and consequently there has not been any
great need for marketing activities. All the produced palm oil has easily
been sold. The sales function is taken care of by the Chief Accountant. The
size of the local market is such that when the rehabilitation cf tae mill has
taken place, it will be necessary to set up sales outlets in the capital and
possibly engage agents abroad.
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~he market is a competitive one. However, the competition sutfers Zrom
inefficiency and absolute amilling capacity. If and when the compe%ition
improves their efficiency, wAAC should be prepared to meet this competition
with a well ‘uncrioning saies organisation, gearei to both domestic and

internationali markets.
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3. Syxistizmg situstisa

(a) General

The Baker Homegrown Poultry Farms, inc. (BHPF) s an integrated operatiomn
fer production of broilers for the Liberian market. [t was established in
1972 and expanded untii 1974, when ail facilities were available to produce at
full capacity. ?Peak production was achieved in 1979/80. During the coup in
1980, some of the key components, the broiler breeder units, were looted and
all birds destroved. Zfforts were made to continue production of broilers
using imported day-old chicks. iHdowever, the suppiv of feed became unreliable
and many disturbing events forced BHPF to cease operation in 1985.

In the eariy days, production of table eggs and pork were included in the
product list. However, only the integrated broiler operation is being
considered for rehabilitation at this stage. The necessary facilities are
currently available but in need of rehabilitation in varying degrees. Figure
7.3.1 illustrates the project components, their linkages, and approximate
capacities auu’/or output.
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(b) Management and organization

Baker Homegrown Poultry Farms, Inc. is a private company that was
established in 1972 bv DOr. Christian E. Baker who served as its President.

The present shareholders are the Baker family with 80 per cent of the
shares; VISCONE, a Panamanian company whose Directors are based in
Switzerland, and Santos hoid the remaining 20 per ceat of the shares.

The Board of Directors consists of the following persons:
Dr. Christian Baker (Chairman)
Dr. Henry Baker (son)
Mrs. Emilia Baker (wife of Mr. C. Baker)
Mr. Len Superwood
. Christop wurz, VISCONE, Switzerland
Mr. Len Schmiege, VISCONE, Switzerland

Baker Homegrown Poultry Farms, Inc. has been dormant since 1983, having
been severeiy affected by the coup in 1980. The company was ransacked,
existing equipment was partly or completely destroyed, and 15 thousand birds
were killed or stolen.

According to Dr. C. Baker, he was forced to leave the country after the
coup since he feared for his life.

Figure 7,3.2: Management and organizational structure of

Jaxer Homegrown Poultry Farms, Iac. (up to 1383)

‘ General Manager

C. Baker
Comptroller Rooster Restaurant
Accountant Manager
| H. Baker Mrs. E. Baker

The company is a family operation and will remain so. Dr. C. Baker's
intentxon is to leave the day-to-day management of the company to one of his
sons, although he plans to act as Chairman and Adviser to management. He
plans to bring in qualified people from outside the family for positions such
as Sales‘Manager and Production Manager. Dr. Baker is a Liberian citizen who
qeceived‘his B.SC. degree in Agriculture from South Carolina 'State University
and a doctorate in veterinary medicine from Michigan State University in the
United States. He has been Director of Regearch at the Central Agricultural
Research Ingtitute in Monrovia, President of Cuttington University College and
President of the Chamber of Commerce in Monrovia. He has also served on the
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>cards of several zompanies in _ideria. According to Jr. 3aker, there is a
severe shortage of competent jerscns in the top and middle management levels
ia _iberia. Most af the 5es: tecple .2ft the country at the time of zhe coup
and very faw have returned. -his fact may be a comstraint for the company
when it is rehabilitated and juaiified peopie at the middie management ievel
are sought.

Mr. Baker considers -hat i: will be necessary to dring a few technmical
advisors from abroad befcre rehabilitation commences, as he is aware that
shere nave been a aumber of tecknological advances in the Indusiry since he
was last in business.

(c) Financial structure

Baker Homegrown Poultry Farms, Inc. is a Liberian company with mincrity
foreign interest. Since the company has ceased to operate since 1983, its
stock of 10,000 shares has no par vaiue. According to Dr. 3aker, the snares
are distributed as Zollows:

- Mr. Christian E. Baker 4,620 shares
- Mrs. Amelia Baiker 1,650 shares
- Mr. Henry Baker 330 shares
- Vaiscona, Inc. 1,700 shares
- Santos 1,700 shares

10,000 shares

Background documentation

Many important historical documents were not available for scrutiny since
they were destroved during the coup. The following aralysis is based on an
examination of the 1980 and 1981 un-audited financial statements which were
availabie.

Table ~.3.i: 3alsace sheet for the vears 1380 and !38.

1980 1981
$ $
1. Current assets 1,797,267 1,022,431
2. Current liabilities 176,001 1,470,621
3. Long term debt 2,241,069 2,612,465
4, Fixed assets 926,752 904,261
5. Total assets (including other assets) 3,022,336 1,938,603
6. Capital employeq 2,548,018 456,071

Ratio Analysis

Tib.e 7.3.2: Weriing c3pits. 3nd fisaaciid. m3tlo
| (L$/per cent)

| | 1980 1981
1. Working capital 181,621,266 -1$448,190
2. Current ratio 10.2% 0.69%

3. Debt ratio 79 2 20 %
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Table 7.3.2 shows that working capital declined from $1,621,266 to miaus
$448,190 between 1980 and 198l1. The curreat ratio dropped from i0.2 zo 0.39,
while the debt ratio rose from 79 per cent to 210 per cent during the period
under review. The analysis suggests that in 1980 liquidity was very
favourabie. The picture changed in 1381 when the company experienced a
iiquidity and debt servicing problem, due to the very damaging impact of the
coup. Jme can conclude that the project was adequately capitaliized toth in
terms of working and fixed capital in 1980, aithough creditor's funds
constituted the puik of the financing.

According to Table 7.3.3, the company suffered losses of $328,695 in 1980
and $1,613,288 in 198l.

Tsb.e 7.3.2: < =co;e stitezent - 380 s34 .38

1980 1961
3 $

1. Sales 1,273,118 1,807,761
2. Cost of Sales 1,362,738 2,376,522
3. Operating Expenses 101,881 1,044,727
4, Other Expenses 178,664

5. Other Income 41,470

6. Net Loss 328,695 1,613,488

The depreciation rates used for the buildings (2.5 per cent), plant and
machinery (16.67 per cent), vehicles (33.33 per cent) and office fixtures
(10 per cent) are all realistic in relation to the conditions prevalent in
Liberia and the expected useful life of the assets. The depreciation rates
follow the legally allowable rates imposed under the Liberian tax code.

(d) Buildings and installations

The main installations are situated at Paynesville, 20 km from Monrovia,
and comprise the following:

Feed plant

The building housing this plant is of concrete block construction with
corrugated steel sheet roofing and appears to be in good condition
throughout. The building is divided into two sections, a 13m x 10m grain
store and a 34m x 10m milling area, which also contains a store of 5m x 9m.
Immediately adjacent to the feed plant building are thre: 3m diameter steel
storage bins, type Brock, each with a storage capacity o. 550 tonnes of grain,
for a total storage capacity of 1,650 tonnes of grain. The bins all have
underfloor aeration units to prevent grain spoilage and all appear in good
condition, requiring very little refurbishment. Grain deliveries were
discharged into a ground receiving pit and a mobile screw conveyor fed the
grain into the appropriate storage bin. Another screw conveyor ultimately
discharged grain from the din into the #rain store of the feed building for
the daily production requirement.
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A screw elevator in this store feeds the surge bin in the milling area,
wnich ia turn feeds via a weighscale the Kelly Duplex (Qhio) hammer mill
unit. Other additives o the Zeed mix such as calcium, mineral salts and
antibodies are weighed and fed into the mill from two feed-trays at the base
cf the duplex unit. This miil, which is in good coadition, has a capacity of
3 tonnes per nour; therefore, the expected output per 8 hour shift at 87.5 rer
cent efficiency is 21 tonnes. However, the normal practice in the past was o
operate the mill for only 53 hours per day over six days, giving a potential
wveekly output of approximately 79 tonnes.

Also in the milling area are:

a) One small hammer mill, which was used to crush oyster shells to provide
the calcium additive for the feed. The electrics on this machine appear
in poor condition and the air-blower motor is missing; however, the
machine could still be utilised in a rehabilitated plant provided adequate
precautions were taken to first sterilise the shells to prevent any
possible salmonella contamination.

b) Two portable Mulmix grinders, both having two travs for additives. These
are rated at one tomne per hour but were used infrequently prior to the
planc’s closure, as the 3 tonne per hour machine could easily cope with
all normal requirements. YNeither of these portable machines would be used
in any rehabilitation programme, although they are both in working order.
Outside the mill building are two milled feed storage bins, =ach with a
capacity of 6m’. The bins have been erected on a concrete bridge to
facilitate the loading of vehicles. Feed was also milled for other
poultry farmers and animals such as swine and horses.

Slaughterhouse and processing building

The slaughterhouse and processing section occupies the entire ground floor
of a building with overall dimensions of 25m x 12m (300 m"). Above
approximately half this area on the first floor are five offices and on the
second floor are two partially completed apartments. The building is of
reinforced concrete frame comstruction with concrete block walling and
corrugated steel sheet roofing. The buildings are structurally sound but
require minor maintenance work to walls, floors and roofi#g.

Attached to one end of the slaughterhouse is a 5m x 9m chicken holding pen
with a section separated from the main pen for the hanging of chickens and
throat-cutting. No stunning was carried out prior to thrpat-cutting, which is
contrary to normal intermationally accepted standards. A chain conveyor
fitted with hooks transports the birds into the main slaughterhouse building
through a bleeding tunnel and scalding tank to the picking unit, which removes
all the feathers. After picking, the birds are cleaned on the line.

Following cleaning, the birds are placed in plastic bags and the majority are
immediately frozen in a blast freezer consisting of two 5-tonne freezer

units. This system couid produce 600 1lbs (272 kg) of production in &4 hours,
the first batch being loaded into the freezer at approximately 10:00 each day,
the second at 14:00, and the third at 18:00 for overnight freezing. A total
of 816 kg of frozen product could therefore be prpduced per day, or 4,080 kg
of product per five day week.
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Cold stores with a >otal capacity of 120 tonnes of irozen chicken have
been constructed in the main 3rocessing area, including two 7.5 tonne stores
and three 10 tonne stores. These smail stores are all in good condition but
the largest cold store will require considerable renovation, as the roof has
totally collapsed.

The general condition of the slaughtering line is very poor, with
considerable work required on the picking unit and complete replacement of the
scaiding unit. A stunner should also be a basic requirement om any
rehabilitated line. Most of the hooks are badly corroded and should therefore
be replaced.

Although a brand-new steam boiler (type Cleaver Brooks, Monitor - 130 ps;
input, 1,046,000 BTU/hr) has been delivered to provide steam for the scaling
unit, it was never utilised due to the cost of fuel oii.

A suspended steel tank was therefore used to provide the steam for the
scalding unit. Heating of this tank was originally by butane, but wood was
found to be a cheaper aiternative and was used satisfactoriiy up to the
closure of the plant. However, an eificient smallwood fired boiler would be
necessary in a rehabilitated operation to reduce fuel consumption and to
provide a more stable supply of steam.

The blast freezer unit is no longer operational as certain parts such as
the compressor have been stolen. The condenser is still in working order,
however, so total replacement should not be necessary.

With the present concrete flooring and concrete block walls, it is not
possible to maintain hygienic standards comparable to those acceptable in
Europe. As part of the rehabilitation, all the rfloors should be sealed with
epoxy resin and all walls should be tiled to 2 metres above floor level. This
will facilitate daily cleaning of the entire slaughterhouse.

Broiler houses

There are six broiler houses on the site, of which three are double
units. The sizes of the units are:

1) 13m x 86m = 1,118 m* (with store at ground level)

2) 120 x 120m = 1,540 m?

3) 12am x 160m = 1,920 m® (divided into two units)

4) 12m x 130m = 1,560m* (divided into two units)

5) 12m x 83m = 996m° (an additional 12m x 30m section requires a walling
and roofing)

6) 10m x 109m = 1,090 m®

The total area available equals 7,034 m®. Each of the basic units
normally contained 9,000-12,000 birds. The bases of the broiler houses are
constructed of concrete block, with walls of wire mesh and corrugated steel
roofing. Each of the houses has its own individual water tank (sufficient for
three days requirement) and feed silo. The water in each of the water tanks
was treated immediately after each filling to ensure that the risk of
infection to the chickens was minimised.
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tach of the houses was fitted with two feeding lines, circular plastic
Zsed bowls being provided at lm svacing for the full iength of the house.
Circular domed electrically heated brooders (Type: A.R. Wood) were placed in
the central area of some of the broiler houses for the brooding of the day-oid
chicks brought from the hatchery. At the age of approximateiy 6 days the
caicks were debeaked to minimise pecking damage.

The normal flock cycle would be:

- crowing 6-3 weeks
- clean-out 1-2 weeks
- flock cycle 10 weeks

Cleaning out of the litter manure was previously carried out by hand, but
in any rehabilitation scheme the use of a tractor unit would be recommended to
increase efficiency.

Many of the tube feeders have been damaged and some of the brooder units
are inoperative. As the original supplier of these brooder units is now out
of business, some completely new units would have to be purchased. New
feeding units for many of the houses would also be advisable.

Hatchery

This unit is also located in Paynesville but is approximately 6 km from
the broiler house installation. The hatchery building of a size 12m x 30m
(360 m*) is well constructed in concrete blocks with a rendered finish and
corrugated steel roofing. It has been well maintained and no major repairs
are required. Also on site are two housing units, onme for the manager of the
hatchery and the other for two famiiies.

The hatchery, which has a capacity of 24-25,000 chicks per week, consists
of four areas:

(a) Egg heater unit

This consists of trays of eggs stored on heated boxes fitted with 150w
bulbs. The eggs are normally kept in the trays for approximately seven days
so that all infertile eggs may be discovered and rejected.

(b) Incubation

Fertile eggs are loaded into one of the two three-cabinet Robbins
incubators, each cabinet holding a total of 14,000 eggs. The total capacity
of the incubators is therefore 84,000 eggs. Incubation takes 19 days;
therefore, an average incubation production of 4,421 eggs per day ic possible
working on a continuous 24-hour basis, which is essential in hatchery
operations.

(¢) Hatching

A Robbins hatcher with a capacity of 14,000 eggs has a hatching cycle of
2 1/2 to 3 days. Two hatchings per week were normally carried out, giving a
grown output of 28,000 chicks per week and a net output (after infertile eggs
and fatalities) of approximately 24-2°,000 chicks per week.
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“here had been problems with the humidity unit on the Robbins hatcher
orior zo zhe closure of the hatchery in 1984 and aiso some occasional trouble
with the doubie-fan air circuiation unit. Obtaining some of the spares for
this equipment could prove to be very difficuit. All Robbins machinery had
been serviced by a Jutch company which has since left west Africa. However,
such hatcher units and incubators normally have lomng iives, and competent
_ocai electricians shouid be able to service the control equipment on these
units. Shouid the original controi equipment fail, aiternative types can
2asily be instailed.

(d) <Chick stcrage and despatch area

Chicks from the hatcher are stored in chick-trays prior to collection ty
the customer or despatch td the broiler farm.

In order to prevent disease, all chicks were vaccinated and the hatchery
wvas sprayed with disinfectant three times per week. In full production, six
employees were required to operate this facility.

Due to uncertain electricity supplies, the hatchery has a 69 KVA standby
generator, which is still in very good condition.

Breeder farm

The company also has a parent-stock breeder farm in the Monrovia area
which suppiied eggs to the hatchery. The farm facilities consisted of two
breeding houses each with a capacity of 1,000 birds, and five breeding houses
with capacities of 1,200 birds each.

The operating system was to start the brocding of a new flock in one of
the brooding houses and after four weeks the flock was divided. The capacity
of the breeding farm was 300,000 eggs per year.

The physical sizes of the houses are:
Two Brooder houses 12m x 9m = L08m:.
Three Breeder houses 45m x 10m = 450m”
One Double Breeder houses 9lm x 10m = 910m"

This facility was completely ransacked at the time of the 1980 coup,
which led to immediate closure of the hatchery due to lack of eggs from the
breeder farm. The company therefore ran until 1985 on imported day-old chicks.

In addition to the above facilities in the Monrovia area, the company
also had an egg layer unit at Meleike close to Gbarnga, but this unit was
closed down in 1980 soon after the coup. There is no plan to rehabilitate
this particular unit under this rehabilitation programme.

(e) Inputs

The inputs to the integrated operation at Baker Homegrown Poultry Farms
comprise a variety of feed ingredients and parent breeder day-old chicks. The
day-old breeder chicks and most of the feed ingredients must be impor:ted. The
major inputs to the hatchery, the broiler'unit and the slaughterhouse are
basically obtained from within' the enterprise (intra-enterprise linkages).
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A rehabilitated BHPF is intended %o keep about 6,000 parent stock
producing about 300,000 day-oid broiler chicks. 500,000 of these will be
marketed after slaughtering, ieaving at least 50,000 for saie as day-oid
chicks, taking into account mortaiity losses.

Feed and feed ingredients

The total demand for feed is estimated at 1,390 tonnes per year at full
capacity operation assuming 3 per cent losses. Depending on the shorz-term
development with regard to trade restrictions for feed, formula feeds or the
grain component and concentrate may have to be procured from National Milling.

At present National Milling has a monopoly on processing poultry feeds.
No strict regulations are enforced to ensure the buyer that it complies with
the standard requirements for efficient indvstriaiized poultry productiom. in
cases when a wheat flour milling company is the sole manufacturer and
distributor of poultry feeds, excessive quantities of wvheat bram are
invariably inciuded in the formula. As a result, the birds do not perform
wveil and the feed conversion rate is poor.

A better altermative for BHPF is to import directly the necessary
ingredients to be mixed with local supplies, mainly brewers grain and palm oil.

According to the formulas used by BHPF in the past, the overall demand

for ingredients for the BHPF breeder and broiler units are given in Table
7.3.4.

Table ".3.4: Jemizd of feed izgredieants st 3EPF/vesr

Ingredients Tonnes/year
Concentrate feed 260
Soyabean meal 380
Yellow com 760
Palm oil 390
Brewers zrain 92
Additives 8
Total 1,890

The imported ingredients are readily available on the intermational
market provided that the foreign exchange is made availabie to BHPF.

In the long term, it is unsatisfactory that only 25 per cent of the total
demand of feed is of domestic origin. With a long-term strategy for
development of local supplies of feed ingredients, the ratio between domestic
supplies and imports could probably be changed to 4:1, or even higher. Scrap
fish and fish offal could be turmed into fish meal if the figshery industry
were to be developed, geared to export of processed products. Oyster shells
could be cleaned, sterilized and ground to provide mineral supplements to a
growing poultry industry. With the appropriate incentives, there is no reason
why energy feed components, such as yellow corn and dried cassava, could not
be grown in Liberia, nor possibly as a second crop after upland rice. For an
integrated poultry entergrise like BHPF, for instance, about 160 hectares of
yellow corn would be sufficient, assuming a crop yield of 5 tonnes per hectare.




Id:=122Ss -134-

The feed processing unit at 3BPF has a rated zixing zapacity of 2 tomnes
per hour. In order o utilize these faciiities bet:zer, about 340 :ounes of
formula feed will be processed in addition o BHPF's own requirements and sold
to other broiler farms.

Table 7.3.5 gives the =2stimated zotal input demand of Zeed ingredients.

seb.e T.3.3: Isticited dezand for feed lgrediects/vesr
.ngredients Tonnes
Concentrate 32
Soybeans 470
Yeliow corn Q35
Pala oil 80
Brewers grain 115
Additives 10

Parent breeder stock, 2ggs and day-old chicks

Parent breeder stock can readily be obtained from a number of commercial
broiler companies in Europe or the United States. The anmnual requirement will
be about 5,000 breeder hens and the necessary number of males (15 per cent of
the number of females) for a total number of 5,750 birds.

The parent breeder hens are expected to produce about 800,000 eggs per
year for supply to the hatchery. Assuming 80 per cent average hatchability
and 5 per cent breakage, the annual output will be 600,000 day-old broiler
chicks for supply to the broiler unit.

In the 1970s, when BHPF operated as an integrated enterprise, the average
mortality in the broiler units was 7 per cent. [t is reasonable toc assume
that the performance in a rehabilitated BHPF will be about the same. Hence,
the total supply of day-old chicks to the broiler unit will tend to be on the
order of 540,000 per year. The margin, about 6G,000 day-old chicks, will be
sold to broiler farms.

At this level of production, the capacity utilization of the hatcher is
65 per cent. As the hatchery should comprise one profit centre in the
integratsd enterprise, the capacity utilization should preferably be increased
to 80 per cent or above. This would increase the sales of day-old chicks by
150,000 per year.

To achieve thisg target, about 1400 breeder birds will have to be added.
A less attractive alternative from a hygienic point of view is to hatch eggs
on contract. Assuming that necessary precautions are taken, this altermative
should nevertheless be considered.

Broilers for slaughter

The annual supply is estimated at 500,000 birds which gives an average of
some 9,6000 per week. The rehabilitated slaughterhouse is intended to
maintain the present rated capacity of 250 birds per hour, implying that
slaughtering will have to be carried out 30-40 hours per week.' Significant
varxation in cultivation is likely to have a detrimental effect on established
routine; and should be avoxded. ‘
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(£) 2roduct range

The asccupant s pianning to sell 500,000 chickens, 50,000 day-oid chicks
and 440 tonnes 37 compound feed annually. Most of the saies of compound feed
wiil ~onsist -f Zormuiations of poultry feed, according to the specific

autricional requirements of birds at different development stages.

(z) Plant serformance/cost and price structure

?lant performance couid oniy be assessed after start-up. Utilization
capacity will be highly dependent on the import supplies of the major raw
materials, such as yeilow corn, parent breeding stock, soyabean meai, and feed
corn.

from the beginning of the operation, the prices of chicken and feed sold
by Baker Homegrown Poultry Farms should be competitive with these prevailing
on the dowmestic marxet. 3Sales prices of chickea meat, considered an essentiai
commodity, are monitored by the Ministry of Agriculture.

The current retail price of chicken meat amounts to 1$3.85/kg,
corresponding to a wholesale price of L$3.30/kg and to L$3.20/kg farm—gate
price for dressed broilers. Sales prices of spent hens at present go up to
L$7/bird. The reason for such high spent hen prices at present is the
shortage of fresh chicken available on the market. The position will, of *
course, ease with the rehabilitation of Bakers Homegrown Poultry Farms.
C.i.f. import prices of poultry feed vary between L$20.50 per bag for layers
and L$22/bag for broilers.

Imports are exempt from customs duty, but are subject to an inspection
fee (1.5 per cent of the C.i.f. value of goods), port and handling tax
(0.65 L$/bag), and transport costs (about 0.025 L$/bag, mile). Production
costs of broilers and breeders are primarily dependent on the cost of feed,
most of the ingredients of which are presentiy imported.

Inputs and import dependence

About 80 per cent of raw materials that will be used by Baker Homegrown
Poultry Farms, Inc. for feed manufacture are imported (yellow corn, soyabean
meal, vitamins and mineral pre-mixes and concentrates, salt and fish meal).
Over 90 per cent of purchases of machinery and spare parts are also imported.

Protection

The company's products are not presently protected on the Liberian
market. Indeed, there are plans to reduce the 13 per cent duty on imported
frozen chickens to 10 per cent.

Firms in the branch presently pay no duties on the imports of raw
materials, machines and spare parts, as poultry is ciassified as a priority
industrial sector in Liberia.
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(h) Market and comperitors

After rehabiiitation, the company's main products will De broilers,
day-old :hickens, and poultry feed. The market I>r day-olds is very difficult
to estimacs cince there are no reliable statistics on demand availabie. The
total market for broilers is estimated at about 1,200,000. The market for
pouitry {eed is estimated at around 4,360 tonnes.

The market has gone through a slow change during the last few vears.
Because of decreasing activities in the mines at Nimba, this very important
market which included many expatriates has decreased accordingly. The
Monrovia market has increased by almost as much as the Nimba market has
decreased, leaving the total market almost unchanged.

The compary had about 42 per cent of the broiler market before 1330, and
it is very likely that it can capture the same market share again after
rehabilication. The only real competition at the moment are imports of
broilers and day-oids. Zocal production of these two products is marginal.

At the same time, the market is slowly growing.

Regarding chicken feed, Baker's future market share is estimated at about
52 per cent including the feed necessary for the company's own operations
which is estimated at 42 per cent. The only competition here is National
Milling Co (NMC), which supplies grain to the company. Baker can arrange
other suppliers if necessary.

|

Dr. baker has an interesting business idea which involves a sales package
deal to farmers in rural areas. He plans to combine sales of day-old chicks
with medicines and poultry feed, the total deal to be sold by sales people who
are qualified agriculturalists.

As the company is a reputable producer of chicken and poultry feed, it
will also be able to assist the farmers with advice, medicine and so on. This
approach will necessitate an expansion of the company's sales personnel w
because it wil! be necessary to have experts located in farming areas -o
provide service. There are several training institutions in Liberia that
train young technicians in various agricultural disciplines that can supply:
this expertise. !

Another market opportunity has been created as a result of the
Government's very stringent new laws and regulations regarding the shooting' of
wildlife in Liberia. Practically all animals are now protected and no hunting
is allowed. As a consequence, a severe problem of protein deficiency has
emerged among people in the rural areas since earlier sources of protein are
no longer available. This new situation opens up a growing market for
day-olds and poultry feed.

Shortly before the coup in 1980 the Baker family started the Rooster

Restaurant which soon became the most important market and outlet of the
company's chickens, absorbing almost 25 per cent of its production. After

rehabilitation they plan to re-open the restaurant.
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Another outlet for broilers could be the many "meat shops" that a2xists in
and around Monrovia. These meat shops are now seiling cheap meat and poultry,
mainly from Eastera Europe. Hdowever, they will be able to save foreign
exchange and get more reiiabie deliveries buving what they need from the Baker
company. 3efore 1980 the company had a smail export trade with Sierra Leore
of day-olds and broilers. This market, plus Guinea's, could be penetrated
successfuily again when the plant is rehabilitated. The main censtraint on
the development of these export markets is the cost of transport, waich
necessitates refrigeration and air conditioning.

The company used radio and televisioa to promote their products; these as
well as billboards will be the media for future sales promotion. There was no
saies promotion for export products. The only official body used for exports
was the Mano River Union which assisted the company in collecting payments for
a delivery to Jierra Leone.

For distribution of chickens, the company had two 6 tonne trucks
delivering day-oids within a radius of 7 miles. Customers living outside this
area and in rural areas had to collect day-olds at the hatchery. This pick-up
sales method is not satisfactory from a hygienic standpoint; therefore, a van
will be needed so that the company will have full control over all deliveries
and that the risk of infection will be minimized. Broilers were normally
delivered early in the morning to supermarkets, restaurants, and other
customers in the Monrovia area. For deliveries to Buchanan and Nimba, two
important markets, deliveries were made with the trucks. Airfreight wcs used
for deliveries to other parts of the country. It is expected that these
arrangements will be resumed after rehabilitation.

(i) Constraints

Management and organization

The main constraint is believed to be finding competent and qualified
persons at middle management level.

Marketing

Cheap imports from subsidized East European markets reduce the size of
the market available for domestically produced chickens. The high cost of
buying and maintaining refrigerated and air-conditioned trucks for
distribution of broilers and day-olds outside the Monrovia area is another
constraint.

Buildings and installations

Constraints under this category include: lack of mobile plant for
delivery of feed and chicks, operational problems with the storage bin screw
discharge conveyors, and lack »f spare parts for the screw elevators and other
milling equipment.

The slaughterhouse equipment is no longer operational in its present
state and does not meet normal international slaughtering standards for
hygiene and method of slaughter. The blast freezer unit, which is required to
freeze the processed chickens, is no longer operational. The roof of the
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largest cold store has :totally collapsed and cannot be used in its present
state. Much of the broiier ncuse reeding equipment has been damaged or has
deteriorated, such that it cannot be used without considerable repair or
replacement. The domed brooders require spare parts but the original suppiier
of the equipment is now out of business. New units are therefore necessary.
The parent-stock breeder unit is no longer operational; therefore, no eggs can
be suppiied to the hatchery.

inputs to the feed indus:ry

Because National Milling is currently the sole producer of poultry
formula feeds, this presents a constraint on other potential producers in the
industry. JAnother constraint is the limited range and number of sources of
domestic feed ingredients supply.

Plant performance/costs and price structure

At present, BHPF's performance would be affected by: 1) "dumping™ of
imported cnickens on the domestic market, 2) shortage of foreign exchange %o
purchase major inputs, and 3) lack of strength in the Poultry Farmers
association which reduces its influence with the authorities.

7.3.2 Reaghsiitation reguirements

(a) Management and organization

Since Dr. C. Baker wishes to slowly phase out his involvement in the
day-to-day operation of the company and since there is uncertainty as to
whether or not his son Henry will take over, it will be necessary to take a
close look at management.

Since thc company has to build up a sales network, one of the first and
most important tasks will be to find a competent saies manager with
appropriate experience.

Because of the integrated nature of - e enterprise, it is also
recommended that a production manager be appointed for the whole operation. A
financial manager should also be appointed.

(b) Physical plant

Feed plant

In the feed piant section, the method of transfer of the corn into the
storage hins from an uncovered open pit was impractical during the rainy
season and many problems were experienced with the mobile screw elevators
which now require refurbishment. A more pr-ctical method of grain transfer
would be by a bulk delivery vehicle such as a tractor and trailer unit, which
has its own compressor unit. Such a vehicle can deliver grain in any weather
conditions and the load is also more secure. (Bagged grain is much more
susceptivle to being stoien.) A bulk delivery vehicle is therefore
recommended as part of any rehabilitation programme for the feed mill. A
range of spare parts for the mill equipment should also be provided to ensure
that a daily output of 21 tonnes is achievable on a consistent basis on a
single-ghift operation., This quantity is in excess of the requirements of the
breeder farm and broiler farm but offers scope for increased sales of feed to
other poultry farms aﬁd animal farms. ! !
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The discharge system from the silos to the mill building should be
improved by utilising shorter discharge screw conveyors feeding a conveyor <o
the storage area. A lean-tc shed should be constructed over the deiivery pit,
so that the pit is protected from the rain. Consideration must be ziven to
improving the feed svstem into the bins by utilising a vertical bucket
elevator feeding shor: corm-conveyors to each of the three bins. Iimproving
the transfer of milled grain from the mill to the despatch bins must also be
carried out.

Slaughterhouse

Zhe slaughterhouse unit cannot be operated in its present condition and
requires total refurbishment, including the complete replacement of the
scalding unit and all hangers. A stunning unit should be installed in any
rehabilitaction programme to meet normal international standards on humane
slaughtering.

The blast freezer unit must be rehabilitated at the same time as the
slaughtering and processing line, as the market dictates that the majority of
production must be frozen. Although the condenser unit is still in working
order, other parts such as the compressor have been stolen and must be
replaced. All refrigeration units for the cold stores should be checked
thoroughly, and adequate spares should be available for these units under any
rehabilitation programme for the slaughterhouse. As the roof of the largest
cold store has collapsed, this must be rebuilt to ensure that sufficient
cold-storage facilities are available in the rehabilitated unit. An
zlternative would be to purchase refrigerated containers and build these units
into the processing building. Since these have the advantage of being
completely self-contained units, they could prove to be more economical. To
improve hygienic standards in the slaughterhouse and to facilitate daily
cleaning, it is necessary to repair and seal all the concrete floors and to
tile all walls up to 2m from floor ievel.

In order to improve the working environment for employees, either
air-conditioners or fan units should be installed in the main production area.

Broiler houses

The actual structures of the broiler houses are in reasonable condition
but minor maintenance work such as repair and replacement of wire-mesh walling
has to be carried out before the broiler houses can be used. The feed system
in all of the houses has to be checked thoroughly and refurbished. Some
replacement tubing and screw conveyor units will be required and new
electrically heated brooder units will be necessary before the broiler houses
can recommence production. Approximately 50 per cent of the tubing can be
salvaged to refurbish some of the houses, but half of the houses will require
completely new systems,

The method of hand-cleaning the houses between flocks ;s time consuming
and labour-intensive. [t is recommended that a small tractor unit with a
front-end loader unit be provided under any rehabilitation programme, so that
removal of the litter manure can be carried out more efficiently. The tractor
unit would alsu be utilised for other tasks on the farm, such as bulk delivery
of grain.
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Hatchery

The main requirement for the rehabilitation of the hatchery is the
provision of spare parts for the Robbin's hatcher and incubators, especially
the controllers, humidity unit and air-circulation unit. The manufacturer of
this equipment was stated to be out of business; therefore, obtaining some
spares may prove difficult. However, items such as controilers can easiiy be
repiaced by other types, shouid the original ones fail totally for any reascn.

Breeder unit
As the parent stock breeder unit was completely ransacked, total
refurbishment of this facility will be necessary in order to provide the eggs

to the hatchery. All feeder units should be replaced.

Cost of rehabilitation

At this stage no accurate costs can be provided but indicative costs for
each section are as follows:

US Dollars
Feed plant equipment 18,000
Slaughterhouse equipment and building improvements 10¢,000
Broiler house equipment 60,000
Hatchery equipment 5,000
Parent stock breeder unit equipment 10,000
Tractor complete with front-end shovel and bulk feed
compressor unit 70,000
Roof and building repairs - general 15,000
Total 178,000

(¢) Inputs

The success and viability of a rehabilitated BHPF operation will be
determined to a very large extent by the availability and regularity in input
supply of parent stock, day-old chicks and suitable feed ingredients.

Once the physical rehabilitation of the integrated project components is
implemented, the import supply is not expected to create major difficulties
given that the necessary foreign exchange is available for imports. For
satisfactory development of BHPF and the Liberian poultry industry as a whole,
the following objectives should be considered and implemented.

Short-term

- Abolish present monopoly related to domestic manufacturing of
poultry for formula feeds;

- Establish and enforce regulations pertaining to quality of
commercialised feed to ensure that all feeds comply with efficient
poultry production. ‘
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- Consider the important linkages that can be achieved in the averall
strategic 2lans for deveiooment of agriculture and agro-reiated
industries. A :zhriving Ieed industry can onlv be deveioped based on
adeguate dcmestic suppliss of basic feed ingredients, sarticuliarly
snergy and 2rotein,

Domestic supplies of such commodities are a constraint on the feed
industry in Liberia. ‘verail rehabilitation needs :include, for instance,
domestic processing of fish meal, with increased industriaiized poultry
production, processing of souitry ofpal for recirculation, and cultivation of
suitable feed grain crops or other starchy crops suitable for formula feed
manufaccuring.

(d) Plant performance

A rational system of protection for the domestic poultry industry needs
to be designed so that subsidized chickens from Eastern Europe are no longer
imported (except in times of emergency) and development of the domestic
industry is promoted.

(e) Marketing

The most important need, compared to the pre-1980 situation, will be for
the creation of a genuine sales department under a sales manager. This person
will be responsible for building up a sales network to serve Monrovia and the
rural areas.

The sales manager would also be responsible for after-sales service in
the area covered by this network. This means that his responsibilities will
also include supervision of the sales persons/advisors selling the package of
day-olds, feed and medicine from the company. The sales manager should also
organise the distribution system, paying special attention to packaging and
labelling of the products, something which is easily overlooked in the
developing countries.
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CHAPTER 3
CENERAL OBSERVATIONS AND RECC:-ENDATIONS

L3

3.. genari. J0iicy refommendgatians

Public finances

The Liberian economic crisis is being tackied seriously by the
Government. In his Annual Message to the Nation on 217 January 1389, President
Samuei K. Doe stated: "There is a need o ensure that expenditures are
contained wichin the budget. Wwe must make sure that we spend oniy that what
we have.”

The mission is of the opinion that the lLiberian economy is at a turning
point in this regard. Forceful measures are essential to ensure that the
President’'s message is caried out.

Industrial policy

_Rehabilitation and promotion of manufacturing, especially based on
renewable natural resources, agriculture, forestry and fishery, requires a
coherent policy framework which would include:

- Protection policy, for both resources and processed products,
- Taxation policy,

- (Credit policy,

- Exchange rates policy,

- Interest rates policy.

The new Investment Incentive Code, currently being debated, iaclude's the
Government's proposal to seriously pursue the establishment of sz2condary
processing industries. This is an essential and indispensable element for
industrial development.

The attraction of Liberia as a host economy to private foreign investment
will now be ennhanced by the section of the Code entitled "Security of
Investments'. According to this section, local and foreign investments are
guaranteed by the Government and are fully protected by law. Provisions are
also made that private enterprises cannot be nationalized under any
circumstances.

Employment

One of the more important mechanisims for spreading the benefits of
development in a country is creating and maintaining employment, especially
for women and those in rural areas.

In the Bomi Hills area, Bomiwood and WAAC play a crucial role in
maintaining present employment and gevnerating additional jobs. The existence
cf these two companies, providing income to the local employees, helps to
compensate for the losses the area has experienced from closing the mine. The
rehabilication of WAAC has an important social dimension, as WAAC cannot be
replaced as a major employer in the southern part of Grand Mount County.
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Ia Nimba zounty, bordering Suinea in North East, lamco is to ciose down
in the near Iuture. lamco s one Jf the ilargest emolovers in Liberia and by
far the most Important 2=xport earner. Lhe resulting ioss of empioymeat
opportunities in this regzion will aave serious socio-2conomic impiicaticas.
Therefore, svery zrfer: aust be made 0 create replacement ‘obs.

The rehabiiitation of Bomiwood and WAAC will piay a key roie in stemming
job losses and creating new ones in both primary and secondary pracessing
industries, using renewable natural . esources.

Maintenance of renewable resources

Sustained employment, production and income from agriculture, forestrv
and fishery-based processing industries is not possible if the productivity of
these resources is not secured.

dence, to neglect the develooment of agriculture, the protection of
natural forests through appropriate forest management, or the safeguard of
future fishery resources is o violate the OAU's deciaration of The Industrial
Development Decade in Africa, tc which Liberia subscribes.

The lesson of enterprises like Bomi Hills Mines, and now LAMCO, is that
if a country exports unprocessed non-renewable resources and does not maintain
its renewable natural resources, one day it will discover that these resources
are depleted.

The mission strongly disagrees with FDA's and Bomiwood’'s view that round
logs should be exported as a means of fimancing the operation of the Bomiwood
saw mill. In tke mission’'s view the Liberian Government should rot suppor:
such actions which would reverse the rationale of the company. Instead, it
should emphasize the enforcement of regulations speeding up deveiopment of
nationai fores:iry-based manufacturing.

Managemen: training

v
|

In the plants visited, many very serious weaknesses exist both at top and
middle managemen: levels. It is suspected that this is a general feature of
Liberian manufacturing and that the problem should be addressed a: a nationail
level.

Management education and training at the University of Liberia, LIDA, the
Polytechnic, and other institutions should be geared to Liberia's specific
needs. 'The recommendations fur regeneration of Liberia’'s agro-based industry
include 'a project design to investigate and formulate an appropriate programme
for extended management education and training in Liberia.
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seneral observations

Ail the plants visized have incurred losses since their Inceprtien for :he
fcllowing reascns:

l. UCulercapitaiizarion of fixed and working capital;

Extremely nigh debt ratio, implying that creditors financed the buik of
the operation;

Acute liquidi:y problems, resulting from inadequate capitalization and
maturity of current portion of long term debt.

Recommendations

Plant rehabilitation will require the infusion of adegquate capital,
including working capital, at least in the amount undercapitalized. This will
be the responsibility of the sharehoiders. In the event they are incapable of
injecting the required funds because of their own financial situation, an
option such as restructuring capital may have to be comnsidered.

$.1 ¥inage=eat, organisation and marketiag

General observations

All =he ocperational comp~:..-s visited suffer from significant
deficiencies at middle manage - . level. Top management is also clearly
deficient in many cases. WAAC, for instance, has had six General Managers
since 198C. This situation is a cause for deep concern since it appears o t=
the case for the industry as a whole. The “brain drain” that began aiter the
1980 coup and that has continued ever since has contributed significantly =o
the low level of managemen:t expertise. Moreover, business confiidence has aiso
been adversely affected.

Management, training and information systems are generally inadequate for
routine tasks such as accounting, administration, inventory, purchase and
sales.

All the companies visited are now operating in a sellers market, and
consequently none has an effective sales organisation.

In order to export, the companies themselves have to transport the
produccs to the neares: harbour for shipping. In the context of
renabilitation and expansion, it will be necessary :to improve both the sales
organisation and the distribution systems, notably in regard to discributicn
in the rural areas and o export markets.

Ingtitutions involved in export promotion include the Minis:iry of
Commerce and Industiry and the Liberia Chamber of Commerce. This involvement
is very marginal, however, since every company seems to ook after its own
export promotion, without zovernmental assistance. Liberia has no permanent
trade organisations abroad for export promotion. However, in some cases the
Liberian embassies abroad have proven nelpful. The Mano River Union has also
assisted in collecting payments in some cases.

[
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Recommendacions

Zareful consideration shouid be ziven to the issue of management training
and reiated facilities. =ZIspecially, middle management needs =0 be :rained and
the number of posts reduced in order :c ~ontrsl costs and cut the :op-heavy
anature of the orzanizationai structure. wshere required, computer systems
shouid be introduced, accompanied by relevant trainiag programmes.

While management :training at University and higher technical levels needs
to be upgraded, the establishment of a specialized management training
institute should aiso be comnsidered.

All the companies visited need to improve their marketing and
distribution systems and training in these areas when rehabilitation has taken
place.

In the medium and long-term perspective, it will be uaecessary to
introduce trade representation abrocad, geared to specific export markets.
These could be placed in regional groupings such as ECOWAS and the MRU, or
further afield in the EC, for example, vhere Liberian exports have significant
market opportunities under the trade provisions of the Lome Convention.

$.¢ dhysica. p.ant snd bui:dings

General observations

In all the enterprises visited, the condition of the buildings was
relatively good, with only minor maintenance work required for the walls and
roofs. In one case, certain upgrading of the building is required for
hygienic reasonms.

The conditicn of the installed wachinery varied ccnsiderably depending on
the company. However, a planned maintenance programme was invariably lacking
due to a common failure to obtain necessarv spare parts. This is caused by a
lack of both foreign exchange for the imported spare parts and local funds for
the domestic spare parts. Some of the machinery was in a state of total
breakdown as a resul: of the lack of spare parts and the consequent lack of
regular maintenance. Most companies, therefore, have been operating machinery
on the "breakdown maintenance” philosophy that is without any preventative
maintenance schedule. Only when the machine broke down did it receive any
serious att2ntion. Even - “~-e management was aware of the short-comings of
this policy and its eff .c ¢ plant production and the company'’'s financial
performance, shortage of spa : parts and working capital for normal routine
maintenance meant that they had little choice but to operate machinery until
it broke down.

Many, but not all, plants had well-experienced maintenance staff;
however, most regquire further training in the organization of planned
maintenance schemes and wouid benefit from further supporzive skiil training.
Shortages of toois, workshop equipment, and consumable maintenance items such
as scteel, oxygen and acety.ene, in addition to the required spare parts for
machinery and mobile piant, meant that it was frequently impossible for the
maintenance personnel to work efficiently.
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Recommendaticns
n the case of almost all the plants visited. their rehabil
necessitate the suppoiv of technical assistance to improve the zr

itation wouid
ainiag of
[

mainterance personnel, zspeciaily in the praper organisation 3f preventative
maiatenance schemes. Hcwever, zhis alone would not te suriicisnt o
revitaiise a companv. 3s ctar:t Jf the zechnicai assistance programme, a

limited number of hand :Jcls, machine =d0l parzs, and spare parts Zcor
machinery shouid be provided and assistance gZiven with Zinding the required
finance for the purchase 3f certain new workshop and piant machinery.

n most cases, this technicai assis:ance for maintenance personnel should
be combined with additonal assistance for training managerial and production
personnel so that ail reievant employees are thoroughly Zamiliar with the new
maintenance procedures.

$.5 degisas. dizession

Liberia is a member of the ECOWAS and the Mano River Union (MRC). 3oth
are regional organizations seeking .0 promote intra-regional trade through
harmonization of tariffs and the gradual elimination of all trade barriers.
Industrialization is aiso to be promoted by identifying and locating projects
in member states that have the greatest comparative advantage. This approach
should ensure an enlarged market for the region.

Over the years, attempts at fostering regional co-operation along similar
lines has not been very successfuil. One of the main hindrances has been the
multiplicity of currencies, most of which are not converzible. This has
discouraged trade among the member states, who became trading partaers with
Europe and the United States. Trzde in the region as a proportion uf totail
trade is very sma.l (less than 4 per cent). Aanother fac:tor explairning the
unsuccessful attempts at regional cooperation nas been the lack of sffective
strategies for the impiementazion of industrial policies. almecs: ail member
states are producing simiiar types of goods, wnhich conseguentily, cannot be
easily markered in the other member states. Apart from zhe foregoing, an
adequate level of suppor: to these organizations through contributions from
member states has not been f{orthcoming because of the economic and financial
difficulties faced by most of the countries.

§.% Jaoets

General observations

Given that the processing plants are technically capable of full capacity
utilization, the inadequacy of the raw materiai supply is a serious
constraint. The reasons for this are summarized as follows:

(a) Insufficient transport capacity as a result of inadequate preventive
maintenance and iack of spare parts due to lack of Zinance, especiaily
foreign exchange:

(b) Financial shor-ages wnich lead o shortages of material input. These
shortages, in turn, impede the full utilisation of avaiiable raw
materials;




{(2) low periormance cer unit of %ime z3used by delays in savments o the
workers ang tew incenrives, if any, o promote good psriormance;

td) ODegrading of plantations due to age and inferior maintenance, rasult:ng
in iow vields, failure to repiant and, above ail, {failure to estapiish
new plantations in available areas as repiacement for curreazly
uneconomical piantations:

(e) For the animal feed industry, aon-availability of most domestic
ingredieats, including feed grain and puises and dried cassava.

Recommendat:ions

(a) Adopt routine and properiv monitcred preventive maintenance programme cf
transport; make increased efforts to procure and maintain the necessary
spare parts, seeking outside financing if necessary;

(b) Improve economic management to facilitate financing of esseantial matsrial
inputs;

(c) Arrange for wage payments to be paid reguiarly and on time; introduce
appropriate incentive schemes to improve workers' performance;

(d) Embark, as soon as possible, on a programme to establish new plantations
and replant the old ones;

(e) Initiate the growing of corn, pulses and other feed crops which are
essential for an emerging Liberian animai feed industry;

(f) In the medium tzrm, process domesticaliy availabl
i.e. from future fish processing industries aud s
proten animai feed ingredients.

e animal protein crffai,
laughterhouses, into

3.7 The asnufictaring sectse

General observations

The manufacturing sector experienced a sharp decline in output after
1980. Its contribution to GDP in 1985 had fallen to 8.2 per cent in 1985,
from 10 per cent five years earlier. This situation is reilected by the
unusually low races of utiiizaction of installed capacities. According to the
Ministry of Commerce and Industry, capacity utilization did not exceed 30 per
cent for the manufacturing sector as a whole. As a result, production costs
increased and domestic products became uncompetitive with equivalent imported
goods.

. The manufacturing seczor is heavily dependent on imports of equipment,
intermediate inputs and raw materials. Import duties, especially on machinery
and spare parts, increase production costs even further inm many instances.

The increasing scarcity of foreign exchange acts as a serious constraint on
the ability to purchase inputs as we.l as the ability of the majority of
plants to operate.
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The zeneral lack of sufficient working capital and the difficuit access
<o cheap commercial credits resulted in temporary or definitive shut-downs of
severai piants. Jailure to pay the iabour force or chronic delays in payment,
2speciaily in the zublic seccor eaterprises, resuized in a gemerai :iack of
interest in the production process.

The lack Jf ciearly defired policies and development objectives for ceach
of the manufacturiag branches led to rather hectic and disorganized production
and -he loss of market shares for iiberian products in export markets.

Sxjlled labour at the ccmpany ievei is gemerally insuificiemt, especiaily in
accountancy, bookkeeping and pricing.

Recommendations

- Policies should be defined and incentives provided in order to make
better use of domestic natural resources and to enhance the
availability of local raw materials as substitutes for imported goods;

- An effective system of foreign exchange allocation needs to become
operational in order to allow manufacturing companies to import
supplies of equipment and spare parts.

- The training of accountancy and book keeping persomnel should be
institutionalized and reinforced -t the national level.

- Specialized training prograsmes could be developed for persomnel
related to specific manufacturing sectors.
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SWMARY OF ZLANT-LEVEL FINDINGS AND RECONMENDATIONS

3omiwood has a very impressive Board of Directors imcluding two Ministers
and the Governor of the National Bank of Liberia. However, the difficulty of
having such a high level Board is that it is virtually impossible to gather
all members together for board meetings. The management at middle management
level is top heavy. Iwo posts are redundant, nameiy, Comptroiler and
Personnel Manager.

Recommendations for the short-term

- The Board of Directors should include representatives from the private
sector. More members should have technical backgrounds and proven
experience in wood-related industries.

- Eliminate the two posts of Comptroller and Persomnel Manager. The
duties of the Comptroller can be taken over by the Chief Accountant
and his aides and the duties of the Personnel Manager can be divided
between the Ceneral Manager and the Chief Accountant.

- CUp-date the existing computer systems with appropriate software and
utilize it efficiently for administration, accounting, purchases and
sales. A preferred alternative would be to acquire a more modern

system.
9.1,  ¥irketiag
Findings

The market for primary processed wood products is booming both in Liberia
and 2broad, so there has not been 1 need for marketing. DJomestic sales
usually take place "at the factory gate"; export sales are handled by two
representatives from the Federal Republic of Germany who sell on a 4 per cent
comsission basis.

Except for transporting export products to the harbour for shipping, no
distribution system exists.

The main obstacle to increased total sales is the lack of supply of raw
materiai. !

The finish of the processed products is reasonably good for the domestic
market, but substandard to ensure good sales on the sophisticated export'
markets of Europe and the United States.
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Recommendations for the short-tarm

- ‘mprove the quality of the products :through the installation of
additional finishing unics on che mouldi-z machine, correction of the
mechanical problems on the first saw-iine, and training of the
<orxkers, especiaily in tne aspects of juality control.

- Afrer the ccustraints on the input side are eliminated, engage
representatives in Monrovia to increase sales on the local market.

- Conduct a market survey in Europe in order o ascertain new export
markets. ~oilow-up with appropriate measures.

- Carefully evaluate the present sales department to determine whether
personnei resources are adequate.

Recommendations for the medium- to long-term

- Create an efficient distribution system for processed products.

3.1.1 2hysical vniant

Findings

The physical plant of the sawmill and all of the buildings are in good
condition. The main requirement within the mill is for a range of essential
spare parts for most of the equipment. However, the condition of the logging
trucks is a serious problem, as their constant breakdowns and low utilisation
levels directly aifect the amount of raw material wnich can be brougnt :to the
factory.

Recommendations for the short-term

A new machine should be purchased to convert some of the waste wcod
into high-vaiue parquet flooring.

- Adequate essential spare parts for all major machinery, especially the
overhead crane and main sawing units, should be purchased as part of
any rehabilitation programme.

- Additional attachments should be purchased for the tongue-and-groove
moulding machine to achieve export-quality products.

! - Improved training in the operation of all machinery is essential, as
some deficiencies in the aspects of safety were identified in the
sawmill, where accidents had previously occurred.




iv ¢f zound logs to the sawmill is inadeguate and o some extant
This is ceused primarily £y inadequate cavacity for tramsporting the
the fores: area to the sawmiil, in addition to unacceptable
jown-time of the two :og extraction skidders. The number of trucks available

transports is sufficient, dut the frequent breakdowns and down-time
r repairs resuit in an average truck uczilization of snly 30 per cent.

lecommendatisns for the short-term

t1) Tograde the logging equipment ei:zher by replacing the present skidders
ith new gnes., ar adopt a comprehensive preventive maintenance

czramme with major overhaul and changing of worn parts to ensure
=t l2g =xtraction capacity. The second option is expected to

and Sulte satisfactory.

[ ]
[
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erain the technicaily-test log truck and replace four old trucks by
new omnes 0 eliminate the present bottleneck of suppiying round logs
to the saw miii.

o~
P
ots
-

Continue *o harvest present annual volume of logs (17,000/18,000 m’)
and make up the balance to full capacity utilization of the sawmill by
purchasing round logs eisewhere, preferably based omn contract

deiiverizs,

o~
[
e
Poe
(-

The eatire system of pricing should bSe restructured, beginning with
extracted wood prices and including the pricing of wastage and its
implications for the price of other sawnwood products.

o)

Recommendations for the short-term

The company should monitor the evoiution of world market prices of
sawnwood products and the competition from neighbouring African suppliers of
similar types of hardwood products.
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3.2 west african Agricaitura. Cfsrasritiaz (WAAL)
3.2..  Yansgerext :ad argsnisatian - SAal
Tindings

WAAC has a very top heavy organization with several redundant functions
at middle management level. The Acting Generai Manager is lacking in creative
ideas and ieadership quaiities.

Recommendations Zor the short-term

As soon as possiDle eliminate the posts of Personnel Manager, Assistant
Personnel Manager and Industrial Relations Agent.

The Plantation Manager should be repiaced with a qualified, experienced
perscn. The vacant post of Generai Manager shouid be filled by a weil-trained
| » - - IS
and experienced person with creative ideas.
|

§.2.2 Marketing

F'ndfngg

——

:No marketing is done at the moment since WAAC operates in a sellers
market; sales is the responsibility of the Chief Accountant. The company's
problems are on the inputs and production side of its operation.

Recommendations for the short-term

|

As the palm oil marke:z is iikelv to remain a sellers market for the
foreseeable future, no extensive sales promotion is necessary. The
responsibility for sales and marketing shouid be taken over by a qualified
General Manager.

9.2.3 Physicai v.int

Findings

(1) WAAC's physical plant has been neglected for a number of years, due to
 the lack of foreign exchange to purchase spare parts. The maintenance
' staff appears competent and experienced and has performed minor
' maintenance work whenever materials have been available. Withcut the
' necessary imported spares, it has been impossible for them to maintain
 the plant properiy or to follow a planned maintenance schedule.

(2): Because of significant restraints in the production process at the
~sterilisation stage, thresnhing stage, and digestion stage, the 10 tonne
FFB per ho. capacity of the press can never de realised, even if all of
. the machinery is refurbished. The piant must be rehabilitated on the
 basis of a maximum 7.3 tonre FFB per hour capacity on a single shift and
~double shift working, and 7 tonnes FFB per hour on three-shift working.
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Recommendations for the short-term

1) Financial resources must be found for the procurement of adequate spares
for all fixed and mobile plant.

2) Financial rescurces must be found for the procurement of a new boiler
system of increased capacity, a water treatment piant, and a new chimmney.

1) Forty additional sterilisation cages must be purchased so that the mill
can operate more efficiently in the peak season.

4) A new discharge conveyor and storage hopper should be :installed on the
thresher unit, together with a feed conveyor to the top of che thresher.

5) Equipment must be purchased for the workshcps including a shaper, milling
machine, cutting tools for the existing lathe, and hand tools to improve
the quality of the plant maintenance. 3ome technical assistance should
be provided for additional training of ail maintenance starf.

Recommendations for the medium-term

Conduct a feasibility study regarding the installation of a small
refinery in the Monrovia area to process the crude oil from the WAAC
plant and also some crude oil from other palm oil producers. The size of
the refinery should be carefully assessed, based on the guaranteed output
from WAAC plus a small proportion of the output from other producers.

The refinery should have its own bottle manufacturing plant so that it is
not dependent on another company for the supply of its container
requirements. The industrial oil produced at the refinery could be
utilised eventually in a smzll soap manufacturing faciiity on tne same
site, which could be installed once the refinery itseif was established
and profitable.

9.2.4 aputs

Findings

The Wangekor plantations are in a poor state due to lengthy neglect. The
palm oil plantations are all 18 to 20 years old, permitting only another six
years or so of economic production. The present annual yield has not been
calculated on the basis of recent experience. It is anticipated, however,
that the average yield in the next few years will be about & tonnes per
hectare, assuming that the necessary rehabilitation activities are carried out
in the plantations very soon. No plans had been made in the past for planting
new trees. This creates a very serious constraint since the viability of a
rehabilitated oil mill operation largely rests on the availability of palm oil
fruit. !

In summary, the palm oil fruict from the Wangekor plantations is expected
to meet about 60 per cent, on average, of the input demand. This situation
will continue until the mid-1990s. !
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Shortage of plantation workers in general, and harvesters in particular,
is a serious constraint on efficient utilization of the plantations. This is
the result of scarcity of funds and delays in payment of wages, sometimes >y
as much as 2-3 months. <Conseguently, only 1,167 heczares out of the total
1,600 hectares were harvested in 1988. The average vield for that vear is
estimated at 2,300 kg per hectare as compared with 3,390 kg in i985. The
present transport capacity would be far from adequate when the entire
plantation is utilized and the yields increase as a resuit of better
management.

Recommendations for the short-term

(i) Siash the undergrowth in all plantations and prune the palm o0il trees.

(1ii) Arrange for analysis of soils or leaves in oid plantations as a basis
for the appropriate application of plant nutrients, including trace
elements.

(iii) Elaborate a detailed plantation management programme to ensure that
existing palm oil trees produce at their maximum capacity, and
supervise proper implementation.

(iv) Review and improve present employment and payment procedures to ensure
that an adequate number of workers are engaged to cope with the
necessary plant rehabilitation and maintenance efforts.

(v) Repair existing tractors and trailers in order to increase the
transport capacity of FFB.

(vi) Repair existing tractor-mounted siashers to facilitate timely slashing
of the plantations, using both mechanical and manual :inpucs.

(vii) Identify and conclude contract agreements with outgrowers in order zo
secure the supply of raw material in the immediate future.

Recommendations for the medium-term

(i) As soon as possible, initiate a programme for establishment of new
plantations, including revitalization of the nursery, soil
classification and planting of about 540 hectares during five
consecutive years.

(ii) Replace obsolece tractors, trailers and tractor-mounted slashers;

(iii) By the =id 1990s, commence replanting of existing plantatioms, tb be
completed over a period of five years. Make the necessary
arrangements for cutting and piling all trunks for use as fxrewood at
the oil mill (estimated total quantity about 300,000 m’).
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3.2.3  S.izt nerforzmancacasts 34 gnice stoutture
Tindings

The operation of the processing plant is very inefficient, with resulting
sroduction costs that are very high. The company has operated at a ioss since
1980. Yo systematic analysis of either productioun periormance or costs is
presently being undertaken. 3hor: monthly reports are sent, after delays, to
the Ministry of Agriculture, although they do not appear to result in any
actions on the part of MOA.

Cost and price data are not systematically recorded, although the company
seems to have purchased an IBM personai computer which should have facilitated
the establishment of a monitoring system. Data was not available for such
obviously necessary facts as the breakdown of sales by type of oil for the
vears 198> and 1986.

Recommendations for the short-term

Upgrade skills in the Accounting Department.

Establish a monitoring system relating to costs and outputs.

Calculate

production costs for each individual product.

" Calculate
values as
determine

the volume of palm kermels by products and their relative
boiler fuel or as processed palm kernel 92il in order to
whether they should be processed for commerical sale.

Assess the feasibility of building a palm oil refinery supplying the
whole Liberian market and determine its optimum location.

Assess the feasibility of packing the palm oil in bottles for sale on the
local market.

9.3 3sxer Jomeqgrewn Yau.try Farms. .ac. (35PF)
9.3.0 Management 524 arganisation

Findings

and there is no business activity.
after the coup is guarded by a number
after by the farmer manager of the

The company is dormant zt preseant
What physically remains of the company
of caretakers. The hatchery is looked
hatchery, Mrs. Roberts.

Recommendations for the stort-term

Providing that the rehabilitation program is implemented, it will be
necessary to hire putside expertise for short periods before business is
resumed because of technological cianges since 1980. It will also be
necessary to hire middle-management empioyees, namely financial, sales and
production managers.
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Recommendations Ior the medium-term

The company should purchase a PC-comobuter system for accounting,
administration, iaventory, purchasing and sales. This system shouid also be
utiiized for record keeping on the production side of the company as weil as
for the sales service staff in the field.

3.3.2  Yarketi:

'
oo
2
Q.
e
o
n

No marketing is done at present since the company is dormant.

Recommendations for the short-term

- HJire a sales manager.

- Jdrganise a sales network in the rural areas.

- Organise a well functioning distribution system with refrigerated and air
conditioned trucks and vans.

Recommendations for the medium-term

- Make a market survey in the neighbouring countries (Mano River Union) to
penetrate these export markets.

- Install a computer system with adequate software for sales purposes.

3.3.3  3hysics. g.ant

Findings

The overall condition of the buildings is, on the whole, rea#onabie but
minor maintenance work to walls and roofing is necessary prior to using the
buildings again for production. The slaughterhouse building should be
upgraded to improve hygiene standards by sealing the floor and tiling the
walls.

All of the equipment will require checking and overhaul prior to re-use,
with installation of spare parts where appropriate. Certain sections such as
the slaughterhouse and broiler houses will require complete replacement of
some itemg. The entire breeder farm unit must be refurbished with new
equipment.

Recommendations for the short-term

1. The breeder farm must be provided with new feeder and watering units and
all buildings must be repaired.

2. The hatchery incubator units and hatcher unjit must be serviced and a new
monitoring and control system installed, if required.

3. Purchase a tractor unit complete with front-end loader unit and

compressor for pneumatic unioading of feed into pouitry house feed silos.
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. Purchase spare parts for feed-mill. Improve the charging and discharge
of the grainm bins.

5. Dispose of the two portable Mulmix grinders.

8. Refurbish the compiete slaughtering line, repiacing the scaiding uni:
and all hangers, and repairing the picking unit and refrigeration bias:
unit. Install a stunning unit and upgrade the suiiding o improve
tygienic standards.

7. Refurbish approximately half of the broiler houses with avaiiable tubing
and equipment; provide completely new feeding equipment for the other
* haif.

8. Purchase a small wood fired boiler.

14
b
.

o

.aputs
Findings

- Provided that the necessary foreign exchange is made available, thke
supply of present breeder stock presents no problems.

- National Milling is at present the only manufacturer of poultry formula
feeds. No precise quality regulations exist to ensure that all feeds
marketed are of sufficient quality or complvy with standard minimum
requirements for nutritional content and hygienic conditioms.

- The poor domestic supply of feed ingredients is detrimental to the future
development of the feed induszry and also to increased domestic
production of food of animal origin.

Recommendations

- Terminate the present moncpoly for manufacturing animal formula feeds.

- Establish and enforce regulations related to commercial manufacturing of
formula feeds to guarantee uniform quality of required standards. Provide
certification on each log, giving at least major nutrient values such as
energy, crude protein, crude fibre, crude fact, mineral and vitamin
content.

- identify, on a national level, possible domestic sources of feed
ingredients and suitable means to exploit them. This could include
introduction of new crops or extended production of existing crops. It

o would also include food processing industries which produce by-products

that could be used as animali feed ingredients, for example, organized

slaughtering and fish-processing industries.
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- ?roduction costs are highly dependeat on the prices cf the cost of feed,
most of the ingredients of <hich are presently imported.

- There is a shortage of foreign exchange for the purcnase of imported feed
ingredients and spare parts.

Recommendations Sor the short-term

- Reiniorce the imporzance of the Poultrv Farmer's Associatiom, which could
pool and coordinate tne imports of feed ingredients, negotiating
betterprices con the intermational market.

- Increase the availability of foreign exchange Zor aii importers of feed
ingredients, breeder stock and spare parts.

- Examine the present level and structure of protection within the domestic
poultry sector and the extent to which "dumping” from abroad exists in
order to design a more rational protection system for the feed and
pouitry branches. This is a precondition for the development of the
domestic poultry industry.
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Provide technical assistance (UNIDQ) to carry out a feasibilicty study for
a palm o0il refinery and possible renabilitation of the palm kernel mill
in Monrovia.

Provide technical assistance (UNIDO) to develop the wood processing
industries, bcth primary and secondary, in order to increase the volume
of exported processed timber.

Provide technical assistance (UNIDQ) to identify bankable joint venrture
passibilities in downstreas rubber manufacturing industries, as a basis
for the long-term development of the rubber industry.

Provide technical assistance (FAO) for the planting of new oil palm
plantations as well as assistance in their financing.

or 5.. enterprises visited

Improve the management training of all senior and middle management,
especially in the use of appropriate management information svsiems.

Improve the technical training of production and maintenance staff by

means of technical assistance programmes (UNIDO), which wouid, include a
limited number of essentiai spare parts as part of the training programme.

dtant .eve!l profects

Technical assistance programme (UNIDO) for a market survey in Western
Europe, including identification of possible marketing agents.

Technical assistance programme (UNIDO) to commence in 1990 for a
three-year period to continue the training of managerial, accountancy,
maintenance and production personnel. A limited number of essential
spare parts would be provided by UNIDO as part of the training
programme. UNIDO would assist in obtaining finance from third parties
for the new equipment requirements.

Technical assistance programme (UNIDO) for a feasibility study on the
utilisation of waste wood for new products such as parquet flooring and
sawd 5t briquettes.
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- Technical assistance programme (UNIDO) cver a three-year zeriod Zor the
=raining of managerial, production and maintenance personnel, iaciuding
orovision of some essentiai spare parts. Assistance wiil be givea by INIDO in
ootaining the reguired Iinance for new machinery.

3aker Hooe Grown Poultrv inc.

- Provide rechnical assistance (UNIDO) for a detaiied techno-economic ‘
feasipility study to determine the viability of rehabilitation.

- Provide technical assistance (UNIDO) over a one year period for the .
implementation of the rehabilitation, including training in curreat
poultry technoiogy and installation of management information systems.
UNIDO would assist in obtaining the necessary commercial financing from

third parties.
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APPNDIX

¥inistrv of Commerce and Industrv (MCI)

The formuiation and co-ordination of commercial and iIndustriai policy
are the main functions of this Ministry. It issues manufacturing
.icenses and import and export licemnses. MCI serves on the Board of
the National Investment Commission.

Ministrv of Agriculture (MOA)

“he Agricuiture Ministry's main function is to design and cccrdinate
effective agriculturali deveiopment programs. MOA liase with the
Ministry Jf industry in the issuance of food product import and expert
_icenses.

(iii) National Inves:tment Commission (NIC)

(iv)

(v)

(vi)

(viii)

This commission is essentially the investment promotion arm of the
Government. NIC formulates and coordinates private investment
programs in the manufacturing sector. It drafts the investment
Incent.ive Code.

Ministrv of Finance (MOF)

Taxation of enterprises/companies falls under the aegis of the Finance
Ministry. MOF formulates and coordinates private and/or joint venture
investment programs in the export sector. The Ministry of Finance
chairs the Economic and Financial Management Committee and serves on
the NIC Board.

Ministrv of Planning and Economic Affairs (MPEA)

MPEA serves as the GOL's principal economic poiicy planning
institution. This Ministry is the architect of the Economic Recovery
Program.

National Bank of Liberia (NBL)

The National Bank of Liberia is the ain institution involved in the
formulation and execution of foreign exchange policies. It was the
apex institution for on lending IDA soft loans to the private sector
through the participating financial institutions. NBL is also charged
with the responsibility of formulating credit policies to the private
sector, particularly Small Medium Enterprises.

Liberian Bank for Development and Investment

LBDI is the main instrument for financing investment in the Liberian
agro-industrial sector. It provides loans to public and private
enterprises. Seventy per cent of LBDI's capital structure is foreign
owned. Its functions now include cosmmercial activities.

Agricuitural and Cooperative Development Bank (ACDB)
ACDP was established to finance agricultural activities exclusively.

In addition to this function, the Bank now engages in commercial
activities.
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Smail Saterarise Financing Jrganisation (SEFQ)
SEFO was 2stablisaed to cender tachnical and f:nancial assistance %0

mall and dedium enterorises bv f{inancing their iaves:iment
c::vxt-es. A large part of its funds us:d to come from IDA's scft

&

loar facility -hrough the XBL.

ureau cf State Interarises (BSE)

“he main -unction of %hais Bureau is =5 formu.ate and oversee poiicy
involving -he state enterprise sector and advise the EFMC, as well as
to render tachnicai and managerial assistance to state enterprises.
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Sib.e A Tiperiz:  Tivsr oarpects 38D 30-0336-3°
~miliions of US dollars)
_ 386,87
*980/81 :1981/82 1982/83 .983/84 .984/S5 1985/36 praiiminary
2sTimactes
iron ore 3131, 335.1  295.3  257.8  272.3  245.6 217.8
Rubber 33.% 58.3 39.8 87.5 78.4 32.7 31.6
Logs and
timber 43.9 45.4 8.1
Diamonds 23.5 28.32 i9.5
Coffee 24.7 19.2 18.7
Other exports 11.5 4.9 5.0
Re—exports 13.5 4.8 7.3
Total exports,
f.o.b. 354.7 508.9 452.5

Source: IMF.
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T2 A.2: Lideciit Iiliace af 3zvmests asiizates  383/84-7383 T
1983/84 L384/85 1385/36 1386 987 988
‘ Curreat account -36.5 32,1 4.7 3703 -7z =73
Trade balance 0.3 L1735 143.3 ti3.3 8.3 3.2
. ! Zxports, f.o.D. (433.3%) (236.3 (419.9) (:81.2 (374.2) {390.2)
‘ _mports, c.i.:i. (-412.%) (-319.1) (-273.6) (-:85.4) (-318.5) (-34Z.1)
\ Services (net) -105.7 -113.0 -:123.2 -:11.3 -125.5 -13&.9
o of which: interest .
\ due on public debt (-34.2) (-67.2) (-78.7) (-36.3) (-103.1) (-:i13.3)
Transiers (net} 5.4 9.7 32.3 23.0 21.5 383
| Private (-36.56) (-37.8) (-32.0) (-22.4) (-18.4) (-11.7)
| 2ubiic 123.3) (77.3) (74.3 {63.4]) (39.2) (6G.2)
Capital account -u7.l -139.2 -i47.2 =777 -:20.5 -:138.1
| Official long-term 9.9 2.3 =7..0 -23.9 -30.% -72.3
| Disbursements (69.9) (60.3) (52.9) (47.a) (28.3) (14.2)
| Amortization due (-40.0) (-58.0) (-66.0) (-72.9) (-78.7) (-36.7)
| Private (including
errors and
| omissions) -66.1 -141.5 -123.2 -i52.1 -70.1 -33.5
Overall balance -73.6 -97.1 -82.35 -130.2 -168.2 -175.6
Financing 73.6 97.1 82.3 130.2 168.2 175.6
! National Bank
! of Liberia 41.7 -18.7 -39.7 -57.0 -52.7 -43.0
Assets (increase-) (3.3) (0.1) (3.3) (2.30) (-) (=)
Liabilities (38.4) (-18.8) (-43.0) (-33.0) (-52.7) (=4Z.3)
Use of Tund
credit (net) (37.0) (-16.0) (-42.7) (-39.0) (-62.7) (-43.9)
Other (L.4) (-2.8) (-2.3) (-) (=) (<)
Arrears (accrual+) 14.3 96.8 122.2 187.2 230 9 218.5
Depbt relief 17.1 19.0 - - - -
Memorandum items
External arrears
(end of period) 48.6 160.% 291.4 522.2 671.7 890.3
IMF (<) (27.9) (92.9) (146.4) (266.3) (...)
Other multilateral
) organizations (<) (13.3) (20.3) (23.6) (72.9) (...)
‘ Official bilatera!l
creditors ‘ (5.0) (12.9 (42.2) 168.5) (99.1) (...)
. Commercial banks (43.5) (86.3) (136.0) (183.6) (233.1) (e02)
(In per cent of GDP)
Carrent account
balance ~2.5 4.0 6.2 4.5 ~4,54 -3.2
Overall balance -6.8 -3.1 -7.8 -12.6 ~-15.4 -15.1

Sources: Data provided by the Liberian authorities; and IMF staff estimaces.

1/ Dat# for 19&3/86-1985/86 are:based on the fis?al year (July-June); for
1986 onward, data are on a calendar year bdasis.
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{(mi:lions 3I .S doilars)

2980 1981 1982 1383 1984 1985
3ilaterail
Tnited States of America 2.3 35.5 88.0 . i3l 67.7
ederzl Republic of Germany 33.0 6.0 53.) 27 39.0 34.3
~apan 13.3 17.0 iL.3 1. L2.2 3..
“nited Kingdom 9.8 3.3 .7 i.3 2.1 1.3
Multilateral 8.7 19.8 22.5 0.5 25.8  26.3
International Development
assaciation a3 5.2 7.5 0.8 14,7 tz.2
African Development Fund - - - 2.9 3.7 3.7
Eurcpean Communicty 1.4 3.0 .1 1.8 1.3 2.3
Total 101.0 115.2 110.5 124.5 138.8 34.C
cf which grants 46.6 69.1 69.4 62.9 §8.5 3.1
Source: iMF.
table A.4: 3SR? manufacturing sector experditure
(millions of US dollars)
Programme in oder of priority Source 1986/87 1987/88 Total
1. Smal. and medium scale GOL 0.4 3.4 C.s3
Enterprise financing FCR 1.3 2.0 3.3
ICT 1.7 2.4 4.1
2. Development of two growth centres GoL 1.3 2.0 3.3
FOR 0.2 0.7 0.9
TOT 0.3 1.0 4.1
3. Establishment of a technological GOL 0.1 0.2 0.3
centre for metal casting FOR 0.2 1.0 1.2
TOT 0.3 1.2 1.5
4, Study on development rural GOL 0.2 0 0.2
industries based on local resources FOR 0.6 4 0.8
T0T 0.3 0 0.3
5. Study on the supply of machinery GOL 0.1 ) 0.1
for hire purcnase to SMEs FOR 0.1 0 0.1
10T 0.2 2 0.2
Total for the five priority GOL 0.9 0.9 1.8
programmes and projects FCR 2.4 3.7 P ALl
TOT 3.3 4,6 7.9

Source: Economic Recovery Programme.

GOL = Government of Liberia; FOR = Foreizn; TOT = Total.
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2roject Manager, LBDI
Project Impiementation Manager, LBDI

Acting General Manager, WAAC

Legal Adviser, Ministry of Firance
and minority shareholder in WAAC
Senior Accountant

Acting Manager, ingineering Department
Plantation Manager

Personne!. Manager

Field Co-ordination

BOMIWOOD (BomiHills Wood Processing and Training Corporatiom)

J.
K.
J.
A.
M.
P.
K.
G.
D.

Baker Homegrown Pouitry, Inc.

Melvin Thornes
Schmidhammer
Zankah

Zwannah

Somah

Hvden

Jjohnson

Saydee

Kwabo

c.
HQ

Baker
Baker

Ms. M. Baker

Bright Poulty Farms

c.

Bright

NIC

”.
Pl

Ms. van Oyen
LSAID
T.

F.

George Bo@o
Smith

Born

Witherns

Mg, Erves .

Managing Directcr, Bomiwood
Chief Consultant

Controller

Sales Manager

Sawmill Manager

Maintenance Manager
Forestry Manager (Acting)
Personnel Manager

Chief Accountant

Precident and Chairman of :he Board
Controller
Hatchery Manager

General Manager

Chairman

Commodity Management
Otfizer
Economic Adviser




Tureau of State Eaterprises

. akinselure

. Willl

(Y]]

Cirector-Generai
Zeputy Director-General

Zurocean COmmunicty Delegation

M. 3arford
Mr. Daley

~NDP

. Blain

Zconomic advisor
agricultrai advisor

Resident Representative

D. Temu Deputy Resident Representative

Ms. Xumar

iinistrv of Finance

Hoa. D. Farhat
P. Subah

D. Hinneh

Ms. Bermard

Ministry of Planning and

~PO

Minister

Deputy Minister (Expenditure and Debt Management)

Director, Bureau of Technical Services
Assistant Minister (Revenue) and Chairman, RCC

Economic Affairs

E. Taylor
Ms. Ward
Mr. Kock

Ministry of Commerce and

Minister
Deputy Minister, Economic Affairs
Economic Advisor

Industry

J. Wesenr McClain
Ms. Dennis

Ministry of Agricuiture

J. Hillary Mason
G. Toweh

J. Mehn

P. Young

P. Killen

Ms. M. Varfley

Minister
Assistant Ministry, Industry

Assistant Minisrter, Technical Services for Livestock

Minister

Deputy Minister for Planning and Development
Depu.y Minister for Technical Services
Assistant Minister, Technical Services
Co-ordinator

Forestrv Development Authority

E. Emelo

Liberia Agricultural and

Deputy Managing Director

Fishing Enterprises, Inc.

R. Oesterlund
MOLDACO

M. Davis

Managing Director

President and General Manager
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Sinoe lwbber
5. dare General Manager

igromachines L:id.
<.+ 3oaxai Prasident/Director

Kubber Corporation of _iberia (RCL)

A. 3ass Genera! Manager

T. Taylor Administration Manager

_. Roberts Controller

Mr. Cassell Quaiity Control Manager
Production Manager
Engineer

A. Padmore Commerciai Services Manager

UNIDO (Washington) Investment Promotion Service

A. V. Daza Investment Promotion Officer
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ANVEX 3

iad/er cperstiozal :achalical co-operztionm prajects

vzparoved = Fid Issueq)

tepubiic of Llderi:

Backstopping

Responsibility All.Acc.Code Project Rumber Project Tit)e

10/11S/INFR J12102 SI/LIR/88/801 Assistance to the Division of

Mr. Goubet Standards in the Ministry of
Commerce and Industry

I0/1IS/INFR J12105 TF/LIR/87/001 Associate expert (Ms. van Oyen)

Mr. Hisakava (multifund to DP/LIR/87/007)

10/11S/INFR J121G5 TF/LIR/87/003%* Associate expert (Mr. Nakano)

Mr. Hisakawa (multifund to DP/LIR/87/007)

10/I1S/INFR J12105 DP/LIR/87/007%* Development of small and

Mr. Hisakawa medium-scale enterprises (phase II)
(continuation of DP/LIR/80/007)

10/T/ERG J13300 UC/LIR/88/254 Establishment of a metalworking

Mr. Fritz common service facility in Liberia

10/T/CHEM J13424 XA/LIR/89/609 Production of charcoal and

Mr. Williams

briquetted fuel from woodwaste in
existing sawmill/wocdprocessing
industry in Liberia

% Large-scale project (= total allotment $150,000 or above)
%% Total allotment 31 million or above

ANNEX &

UNIDO's pipeline projects

roject aumper dreiect title set:l pudget - §

DP/LIR/38/XXX Assistance =0 Liberia woodworking and

capentry industrial association (LWCIA) 271,000
DP/LIR/88/XXX Liperian industrial free zone authority

revitalizaticn study 72,000
KX/LIR/88/ XX Processing of agricultural crops (cassava) 235,000
XX/LIR/88/XXX Strengthening capacity and capabilities of the

Maritime Training Institute at Marshall 302,000






