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SUMMARY

The followming repors presents the results of an eva-
lvation of a project for sanufacturing fishing wvessels in
Somallia. The objective is to ldentify a soluticm by which
the Somali factory will be able to contimue production in
the future without state subsides and by which the accumuy~
lated benefits of earlier allocated rescurces ate not
wasted by the withdrawal of Swedish support to the factory.

The major findings of the study are the following:

it vas found that the main objective of the second
phase of the Project's history, to rehebilitete ea indus-
trial project, has Been achieved in chat the factory im
1985 La a workisg production uale,

It was also found that the oompany <amnnot oontinue
vithout foreign management services. Im this respect the
company has falled =0 reach one of its rehabilitation tar-
gets, 1.0. t0o socure future managament and growth of the
company without external managosent assistance.

The project's develcopment lspact on the economy has
prodably been positive « distegarding cpportunity costs -
in teras of employment and of Raving descastrated a model
of industrial managemsent for the Somall business and deve-
lopmens coemunity.

The eovaluatice of the vessel's performance suffers
fyena the fact that fishing in Somalia remains in a very
initial stage of develogmeont. Under prevailing conditions
the 8.5 m boat from the factory is not an economically
viable undertaking for the fishermen. This is, however, due
o the fact that the boat, like other mechanized boats, re-
quires a minisun level of equipment, infrastructure and
fishing techniqgues, before Lt may De ecorcmically Jjusti-
fied. This level has mot yet been reached in the country.
In this respect the Project is still an isolated factor of
development in Somall fishing. Further develogment of fish-
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eries in the country will isprove the economics of opers-
cloans with sechanized boats.

T™e masor recommendations of this teport ate the fol-
lovwing:

[t Is recommended that ro further suppost will be
given for the purpose Of isporting raw materials and spare
parcts to the factory. The company should be able To secure
its need for imports from its earnings in Somall shillings.
SOCh sarnings mAY De converted into 9oods and/or hard cur-
gency in cooperation with Commcdity Imports Programmes and
Scmalli DAnking institutions, respectively.

It i3 tecommended that the support Lo menagoment ser~
vices for the boat productiom project should be extended
for alx mopths in 1986 only.

It 15 fimally rocommended that a now form of supporet
cuaght o be Qiven for the zransfcormation of the present
fism into A Joint venture with the participation of Somall
STATe CApital and Swedish state capital as well as priveze
capital from the two countries. The fnev Dusirsess €ir
should produce a line of plastic products adapted to the
poeds of che Somall matiet and Do designed for profitable
operations right from Lts atart. The support for the trans-
forsation of the company should not be given any longer
ChAn up %0 the ond of 1987, as the joint venture should be
off ground, at the latest, by the beginning of 1988,




1. INTRODUCTION

The present zeport 18 the rejult of an adpsligoment
made by the Swedish International Develcgment Authority
{SIDA) tO IC3 Interconsult Sweden AR (ICS) ia May 1985,
According Lo the Teras of Reference (Tolk) enciosed to the
CONTradT the consuitant should carry out an evaluation
of the aasistance extended to the Sosalis Glase Fibre
Reinforced Plastics Products Cospany (GRPC) within the
framevwork of the development oooperation betwesan Scaslls
anc Sweden.

™e consultancy team for the astudy was formed Dy »
cooperation between St2e Swedish Natiocal Beard of
Flabesiepr and ICE in that ICS supplied the team leader
ana  econmmist, wiiile the Swedish Natinnal Baoard of
Fishezles sepplled e flshery oconsultant.The tean
consisted of Or, Jan Vaicelin, tean leacder, and Staffa=z
larssca, NM.DA., fiabery consultast,

The evaluatlos study wan carried out between May 1%,
I and Auguat I8, 1993, Deta were firat generated in
Svoden by interviews and from documents. Those data were
appended by data gererated by istesviews and fileld wisits
in Sosalisa froa June 3, 1985 to June 11, 1985, Cwuripg the
course of data ansalysis and regort writing in Sweden sone
further 4intesviews were =ade = August 1985, Those
persons who 5ve kindly set the team and thus contributed
to this study are listed in Ansex 1, List of Persons
met .

I 1he LOllowing 1wD Aecticoas of the rteport, the
purpose of the report and the objectives of K3
evaluation are stated. Section 4 giver the Froject's
background mnd history., The seawnits of the atudy ame
roported from section 5 and on, fizat In tetma Of company
performance, foliowed by vessel perforsasace (sectiom 6)
and prodect porformance (sectiom 7). In sectica €6 o
guneral background description of fiahing Iin Somsalia ia
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2. PURPOSE OF THE REPORT

Three 2aj0r purposes are attacheod to the evaluation
study:

- to preaant facts about the Swediak anzistance to the
prograzme for fishing veasel agquisition in Soxalia

- o i1llusttate the lspactt Of the extended aaslistance

- Lo Create & Dbosis for Jdeclsion-saking as to the
future Activities At t2e factary and the Swediah
sasistance

T™he purpose of :=his geport i3 0 Bring out the
ressits of the stody In terma of those tasks. A
particular esplanias 1s Beling put cpon the fact that the
reauits should serve 2% a basis for deciplon-making. The
repost i3 preseamted Iin 8 situation where cruclael
decisions for the future of the project =ust be made.

In the fall of 1993 the Swedish suthority involwedq,
1.0, The Swediad Coemissca for Inteznational Technical
Cooperation (BITS), presently granting finascial suppost
to tha project, will decide the slze of » poanidle final
Qramt for 1968€ and Bow 10 AavOid negatlye Sonseqguences of
the discontinwstlion of the Swedish support.

Tha: dacisice will be besed on & planm for future
production In the GRIC factocy. To that end the Swediah
sopplier of managesent services to GRFC, MOImlyoke Marin
ar M, han deliwred a paper presenting the
panagement ‘s future plams for the GRPC,

This report should comtribote to the making of a
Seclsion as to the future role of Swedish Internationsl
cocperatioa ia the CGRPC project. The need for a decislon
arises from the fact that the chacoes of costinued







3 OBJECTIVES OF THE EVALUATION







4. THE PROJECT

The Froject of thia cepost is the total of Svedish
ABSiStADCe eoxtonded to a plant for the production of
fishing veasels, asitusted jJust opouth of Mogadisha,

$ia. It is presently ron by GCRFC. The ownership,
formal atatus and tha organization of the plant have
changed over tise, the major chazge being the one in
1982, when MM replaced Volvo Intermsticoal Development
Corporation (VID) as the main aupplier of ooda and
sezvices. The period before this take-over will be called
phase one of the plant's Bistory, snd the following
period will De called phase tvo.

Sirictly speaking, the Project to be studied In this
geport is just the second phase. The first phase will be
briefly sccoanted for, however, as a background
to the analysis of phase two,

The Project started in 1973 on the besla of an
agreesent between the Somall Ministry of Fisheries and
the Swedish prodocsr of boat engines, Volivo Penta. The
CONTract Detween Lhose TVO parties prasupposed that SIDA
Was O pay e costs of the project. This becase a fact
when RIBA asgreed 2o finance the boar (astoey and the
supplieas needed as part of the Swediah zelief assistance
to Somalis. By the end of 1975 Sceallias Bad zeguested Puch
grants. The segotiations Detween Volve Fenta and Sosalia
wore theo well on thele way.

The agreement of Decesder 1575 betwesn Volvoe Penta
and Zosalla :incloded delivery of the plants, equipeent,
loput materials for 100 €.4 = boate as well a2 sin months
of training for two persons.

SIDA allocated 15 millice SEX during the fiscal year
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5. EVALUATION OF COMPANY PERFORMANCE
1982~-1985

General Rconomic Impact of Company

™he company’s general impact on the develogment of
the naticonal Sc=ali eccocay may Do AlsCussed Ia gederal
tersa of effects on employment, forelgn currency and the
output'm contribution to fishery develogment. Some
compects vill also be made co the intangible offects of
the reconstructed company.

The cocpany smployed a total of 37 persons in Juse
1945, ¥When ¥ took charge of the factory there were abomt
O perscos esployed. About half of this work force was
izmediately lald off in 133, but was esployed by the
Ministry of Fisheriea. Since then =0 reductioaa of the
work force have been made. Out of the total, 2] employees
wore engaged In direct production in 198%. The Project’s
direct comtribution tc tha chjective of Iincreased
ssploymest in Somalia 18 coasequeatly 17 engaged persons.
[¥o cppoztunity costs are comsidered im this discussioco.)
The Iindirect effects cannot be estiseted, There Are o
reliable 3tatistics as to the nosder of pecple e2gaged on
boats sold, mor what their occupation was before becoming
part of the crew for A pev Or Tepalred boat.

The foreign exchange effects of the Project say be
as bnhriefly sussarized. Sasically, the net #ffect on the
avallabilisy of foreign exchange created by the cospany
is rero, Unless opportunity ooats of the Rard curcency
ppent by the company Ls used, there are n0 negative
effects of the isports to the plant as they mre covered
by forelgn grants, But to the extent that Somalis covers
part of the bard currescy segquiresents f:om thelr own
teaetves, & minor negative effect on the belance of
payment is in fact cresated (like in 1984 and 1985) walch
is not compensated by expost sales from the factory,

The development ispact of the production must be




TOR

FRE



1)

TABLE 27 COMPANY UNIT SALES 1982-MAY 1985

Prodact 1982 1983 1984 JasMar kS Plan 85 82-Mar 85
64m 1S 10 0 o 0 bt
85m 0 2 4! 0 20 Bl
Houna na [4) na na 0 na
Waner anks 0 na na na &0 na
Latrines 0 0 0 0 10 10

Note: Dait sales for yeALd OF Pprodocts Given 48 n.a. were
not possible to secure;s Lhe nine boats produced wp tO
March 1989 were ordeted by customers in 1%4; while not
recorded A a2ales here it should be noted ERAL nC STOCKS
of finlshed 8.5 = boats existed by the ead of the Im
qaarterl985; ¢ pignifies that the figure includes cospasy
PLojecstions. All figures hre unreliable doe Lo
snautficient 4Sata.

In June 194 the cost of laporting a 8.5 & boat from
Swode= WAl spproximately 390000 SEE (cif) This 3is
squivalent to the price of a boat produced iIn somalias
t™his 1llustrates the amall marginal scoooalc advantages
that produetion In Somalis i3 able to create, in terms oI
the acquisition of wesseis Service axd repaitrs 3ay De
produced at a4 lower ©9st by & workshop rather thas a
gactory.

Given the above [ilgures we may conclodSe tRat Ihe
PFzolect (As lo%g AR RO Cpportunity COStE Arw Cofispicecred)
has & poalitive, albeit minimal, effect on esploymsnt,
probably & small negeative effect on the bajance of
paysent and a certalin positive sffecs on the avalloblilicy
af vessels for the fiabery developgesat in Somalia. Wow %o
ovaluace this latter contribution im terms of geowth will

be futther discussed Delow

i tores of oAt soonomicE ardd




TABLE ) COMPANY SALES PER PRODUCT 198283
{000 sxs8)

SALES

hoars

Spare party
Repairs & worvice
Sandry sales
Water tanis

Total sudes

s
“x
152

2919

95

f,’,'"

AT

1983

<43
1904
208
AR
SH0N
250

PFrojecaed
198§
656
2476
152

445
9772

&5l
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The company's financial situstion (in terms of E85)
has isproved every year. Liguidity (in B85S} has been very
good, stazting at around 400V by the end of 1982 and
increasing 4in 1983 to ead up at arcend 400N agaln in
March 1588, Solidity is also excellent, staying above 0N
dor the whole period. These flgures would be even moOTe
impresaive had the reaulits of operations besn Detter. In
the presest sitvation, BDowever, a strong solidity and
high liquigity are necessary to provide for poasible
financial stzains dus to lower sales. Pleass note that
liquidity (n terms of foreign currency is constamtly low.

The cate of return on total capital calculated in
the same way a8 the company presents the result ssa (473
including the SIDA costribution, has been over 25V every
full yesr. In the firet quarter of 1985 it was alsost
J0A. Withowt the SIDA contributiosm the rate of return has
been pegative of strongly negative except ia 1984 when It
reachod 6%, (ALl these figutes are calculated exglurive
of the ocost of forelign astaff, L.e, the managuteal
mervices according Lo the cootract with W) .

The company’s scoounting does not meet the standard
requirements of Iinduatrial cost accounting asd  is
consegoently not oonducive to insdepth analysia. The
costs of operations seem o be a miature of Sosts and
disbursaments = there Is no way to tell the difference
from the ACCOUALS as presented by the company. As &
consequence, the coat analysia of operaticons ia
practically ispossidle, otrictly spesking. There 13 no
way, for example, to calculate the actual cost of sach
separate product, to estismate the capacity of the plazt
in tems of asparate products or to <calculate e
opportunity ocost of the production of ecach sepatstia Liww,
Comsequently theze i3 RO way 10 tell eacs product's
contribution to overheads and to compose the optimal
prodoct mix. Is fact, it i3 not posaible to tell the
difference betwsan owverheads asd variabie oosts of
proauction feom the prosent pressntation of accouwnts,
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itz ccetribution to tha company's policy-making and
management. The teaa's ispression is that the zole of the
owner powld be greater, DOth a3 a Custoowe and an an
adviser in product develogment .

The question is vhether » private Somall owmership
participatiaon Dould serve 1o Incrsase the sales Oof boats,
isprove the ties with the saczke: for redearch aad
development and enhance the chances of succesn for the
somalization of management.

in zesearchk and dawvelcpment ths coepany's mador
forvard step during the period of redabllitation in tiw
introduction of the 0.5 = boat, that was origisally
developed by MM for Angola and ancther project. local
adjustments and isproveseats have then LPeen added in
Mogadishu, Im 194 the company also Introduced a piastic
model of the Eraditicnal cande, the hourl, Otherwise the
SHew procucta of the company have deen other products than
boats, The water tanks and the latrine cavers are
exazples of ingemious local product developowmnt, atesming
from the fact that the product managers sxeccise thelrs
tasks in Somplia itself. It =ay be true that & future
ORPC withour foreign aaff would be auffering from lack
of techaical know<how fOT ressstch aAnd developesent, but
1t 1% even more true that future product developmant of
boats withowt an intimate working relatiomahip with looal
Sishersan and expectise would be evez =ore Bazerdous.
Forelgn expertise say ecaslily be called in for specific
technical soluvtions to product developaent probiess iIn
the futuze. The close contact with the =acket =ay be

achieved, however, without persanent presence of foreign
staff,

To sum %p the performance of the company during
1962~8% Lt may De aanld that 4 few gquantitative indicators
tell oa that thisngs are Isproving. The few critical
remarks abogt the macagement of the firm should not
dioturdb the fact that the improvements In sansycesal fron
1982 aze comsidezable and that the GRPC today iz »
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6. VESSEL PERFORMANCE: EVALUATION OF TEE
FRODUCT

Introduction: fishing ia Somalia

Sosalia Bazx & cosnt=~line of abowt ), 200 kilowmeters -
ope of the longest is Africe, The coast~line conalsts of
4 seciez of sandy beaches, interrupted by rochy cliffs.
IThare are only & few BRarbours: Merbders, Mogssdishu and
Kiz=ayo.

The contisental abel? s sarrow. It rarely escesds
13 kilometers. The t10tal area s estimated to Detween
35,000 axa 40,000 sguare kilcowters.

Climatio oconditioma ace normally severe, with
changes following the monsoons, the souLh-westl mosAOOn
April- Septesber) and the poOTth=-east BODEO0ON
Ootober-March), During the iaterscasoon pericds weather
A% normally calm,

The fishazy potential in Scmall waters in sstisated
£ be 180,000 - 200,000 tons of arsual sustainoadle yleld.
ThIs as3easaent was made by the research wvessel 0Or.
Fridtjof SNansen o the mid-70's. The Quantities per
category of specles wete:

TABRLE 4: JOMALI FISHERY PFOTENTIAL (tom/year)

SPECILS TONSYEAR
Tema and mackerels OO0
Seall Pelagios 100000
Large Demenalo 40000
Sharks and Rays 30000
Spény Lobizen 150
Sam 179500

Moo gelageo (large bt soknows)
Estrmaned woal: 150200000
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sound in Sosallia.

According official fligurens from 1581 the mechanized
fishing fleet then consisted of 308 mechanized boats in
working conditiocn, ot of a total of €285 beats originally
delivered. Except 2or a number of boats delivezed by the
Soviet Union, all boats are made out of glass fibre
reinforoed plastics. They ace of =sizes varying betwees
the two Swedishk =cdels (6.4 and 6.5 and sanufactured
also ia Kerya, Sri Lacka and Greece. Since 1979 sote of
less all new mechanized Boats have bdeen dellivered frea
tha GRPC factory.

T8e mechanized Doata operate from harbouras or
shelters, and in some instances from the opes coast. They
are normally scored outside the bLeach. %Noos of the boats
were Dullt for beach-landing. A large number af the
delivered Doats are out of ordesr, They are either
wrecked, dasaged or waliting for engine repalr. The
situation was worse acee tise Daok. Presently, boats
wvosth czepairing have been asttended %0 with assistance
from the GNIC.

The COF, responaible for the noead settlesant
progransae, wag one Of the larger boat-owners. Waen the
decision was taken in the Beginning of the 30's Lo sell
out the bosts o the fishermen, only 20 boats were
Cperatiosal, Theze boats have been sold, together with
5C-70 other boars which have been repaired.

in the Craditional fishing mainly two types of
ceafts are Dbelang wused. The first s the "houzi™, »
plenked casoe, 34 m loag, sad the second is the
"mashua®, maisly used in the scctherm province and bulls
in lengths of € to P meters ia timber isported from
Fenya.

T™he "hourli® is sanned By one or two Ccrev sesbers and
the "mashua” crew varies betwoon ) and 10 men. The latter
is often propelled by sall.

Thete are about 2000 traditional boats (s Scealia.
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Fishing methods

In the Iodustrial fleet Lravling i the predesinant
method. In the mechasized as well as in the trediticnal
fishing the gear used conalsts of handlises, loag linms,
Fill nets, BOth Dottom and Arift sets. In the traditional
fiahing beach meloes ace cosmon sessczally, and they are
Cperated from the traditional boats. Megianally, i.e. in
the scuth, lobater fishing is isportane.

Plans for development

In 8 recently presented saster pian for 1982-86
("Intezin Report on Flsbesy in Somalia™) the Ministry of
Fisheries ocutlines ambitious plansg for the develogaent of
the sector., Thete are a grest nusber of onpoing orc
Approved prolects.

Co the north cosat UDNCDP i supporting the
Gevelopment of the artisanal flsheries and cooperat ives
sround Berbera. Danida is supportisng the establishmsent
of a cold store in Derbera.

The World Bank und ke Arad Fund are finascing
the “"North Cast Cosst Flaberies Enterpeise™ (NECFISH).
The aima of the project are flrat to develop ke
Artisanal 2isheries, lecloding boata And  landing
facilitien, and secondly to try to make commerclal use of
the pelagic tescurces through a pilot project with larger
vessels.

The COP covers the coast from the Born to Brava.
With wvaricus fusdings the project SUPPOLLa the artisanal
fiaheries with gea:z, boats, data/statistics, aredit and
transpocts,

SMP is a company supported by the Federal Ropubdliic
Of Cermany through Kreditanstalt fOr Wiederaufbau (KIFW).
The company runs a cold store in Kismayo for export of
fia% products. It alsc runy wvespels for tie collectlon of
fish frea the ialands ocutside Kissayo. The company has a
fleet of five B.5 = GRPC boats. It cooperates with the
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Of adelter calls for a lighter boat, that may be Mauled
onto the Doach. This was oaster with the lighter &2
Lanka boat, than with the 8.5 m JGRFC boatr. Howewer, noue
of thess boats are specially deslgned beach lasding
DOAt A,

it has not been possible for the mission to assess
of find advantages of the MM 5.5 » boat compared to tie
#.5 » Sri Lanks boat. Both are used for the sase type of
fizhing. It la, however, clear zhat the §.% = M boat ia
Si3e and dedlqgn cCoverzs a zegeent Of the desand In the
Sc=ali fishing sector.

An additiesmal pecbiem with the 5.5 » boat i3 that
it enqgite remalns dasically » modified lelsure-boat
esgine, =20t adaptied well enough 20 flshizg In severe
conditions. This is a Questal complaint ralsed agaisnse
the proguct of GRFC. This has loag-teszs isplications for
fervice and repalre, The operatica of shifting from one
brand of englnes to another one is NOt Wery easily dose.

The vialibility of the 0.5 = boat

T™™e Jesnuary 1985 devalustion of the SHE Xw
drastically effected the economic viability of ke
Pechanized boats, In March 1085 the price of am £.% o
DOMT waR Six times its Jonvery 1934 price. Previoss
caloulstions had given a viable fiakhing operation based
N An Oowrrated gurrenacy. The exchange sfate L8 now
approachiag the Jevel of ites market rate, Both ARPC and
S have independently presented econsmic viablliny
Caloslations for the vperatloos of the 8.5 = boat, Those
Calowiations are assexed In Amsen 2, Viabilicy
calculations, together with an wup~dated wersalon of »
calcoulation sade by the World Bank in Lts 1984 repost,

The flakhing operations with the 5.5 = DOAt are undes
preagect Circumstascos not eceecaically viable, There are

A muxber of factors influencisg this nogetive rescalt. The

A0 ONes are:




The price of the boat, In an effort 10 counteract
the effects of the devaluation the GIC Dbas
developed a sisplified weralon without vhaleback at
s price of 1.4 millico SRS, In osch perticulas cCase
it shouled Dbe cotslidered whether the flshing
operation zeq@uires » mechanized boat, of whlch alze,
and whether the cpecatico= is viadle., Owe to all
phyalical aspects traditiccal fishing oould in many
cases D& sore profitable. A beach Janding craft
develceped in the SIDA/FAD Bay of Bengal Programas
could be suitable,

The price of fish, Dewelopeent of Sosall fishing
will depend O The GXPOTT market The local market
i wvery limited. Apart from the export of dries
fiah, malonly shark, going through traditicsal
chazaels, #l]l f2iah has Lo be exported frozen. At
present there is oaly ooe ocompany, S with oold
store faclilities in Xizsayo, that exports 2iah,
tater there will be [facllities on the northern
CoOast. The price of the fish depends oo speclies. Due
to lov turnover In the o©old store cperations the
prices offered to the fighermen are 12.5%0 - 1) 55
pez xilo for oxdinary species, 4) 5M5 per xilo for
lobster aad 9 38 per kilo for shaszk. These prices
aze below local marker peices, which cbvicualy sets
linie to the supply.

The fishing cperatios with the mechanized bBOAts has
so far wvery msuch been of » aubslidisry mature. The
gcatohes are o small and the tioe spent I Loo ahort
for gainful activities., 5MF intendas to wtilize
Chinese or Keayan skippers and crews To run a nusber
of boats and to tralin Somall flabermen in sore
efficient fishing. ACCOzding T0 the Master Fisherman
of SMP the Dreak-even point for mechanized fishing
i at present as Righ as 625 kg per day at 200 days
of fishing.

The supply of inputs ia 00 rFestricted,. Preasstly




i 200300 the
8.5 inder prevailing

» t o t )
BAs Y e o L
L at =ay becose a
fedlistic altecnative, DUt ERATL M8 lLitT e televance forx
the purpoae of this report. Im the short run, fusthe:
jevaluatio if  the mall srzoncy and & probable
withdzawal of subeidies on dicsel fuel will ag9ravate all
break~even caiculations, not only for Soets» but also fou
Ot mshore~-based prolecta of fial eXPor Thelr
present feanibillitly analyses are Dased on price relatt
and subsidiens 7 LoGger valid, e.9. prices aof dissel ¢

Below Jevels prevalling in the USA
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AL mAanAgemeant . In short, thase peasures aimod At a ToOLal
rehabllictation of the fishing vessel productico unit.

A basic feature in the FProject design was the new
company structure. Somalia agreed to pass a apecial law
Lo allov for aa autonomous firm under the ownershilp and
contyrol of ke NMinlstry of FPlsderles. The special
agtoncmy granted rights to the firm to have (ts own
policy of pricea and wages, Its own organization model,
its ows gollcy of prodects and parsceasl, as well a3 »
focelgn exchasge sccowmnt, It was 10 e headed Dy & Doacza
of adminietration, where the Ministszy of Piskisries has
canly one seat, together with other state and private
board sesbers. The cospany atrscture came to look a lot
1ike & Swedish fimm,

The lav was passed and the company was the first
firm in Somalia to operate under asuch apeciel asutonomy.
Since then, there has been & few Other examples, «.g. SN
and NECFISM. ThRis mnodel, negotiated with the Sosall
goverament, Lleplies & wvery special sitvation for those
OOBpARLes AR Compared O dcmestic firms.

The technology of producticn uwsed i=s the fectory did
sot basically change by the arvival of MM, but (1 wan
made to functlion ssoothly for the first time by the use
of wore appropriste means ard e elisisatica of
wnnecessatTy sophisticazion.

Fzom the start of phase two all Project contracts
between the GFC and MM were also slgned by SIDA, . le.
SIDA shared the respoasibility with the stwo other
pacrties. This impliss A stronger involvement than before
angd that SIDA appsoved of t2e contract, L.e. had the
opportunity to build in its own objectives and purposes
into the Project ceootracts. in doing %o, SIDA was taking
4% 900d & shaze of the responsibility of the Prodect,
Juat as SIDA normally doess inm direct agreesments with
instituticas in reciplent countries.

Consequently, ALl ocontracts may Dea seen as
refiecting =Re SIOA coblectives with the Project.




Requirenazts in terms ©f counterparta, training, training
sanuals and instrwotions, #1a, muat be regarded as means
Dy wihich SI0A has tried O reach ita cobjlectives with
phaze two.

SI0A's explicit objective with the Project bhas been
Lo yehablilivate GFC In such a vay chat the coopany would
be viable in three years and then e trensformed into a
joint wventure bBetween the Mizistry and Swedish partnecs,
L.e. & self-sufficleat activity that does not need
foreign assistance. Whether this esconomic objective will
be roached during 1946 is discussed in the following
soction., After the Swedish political decision 2o
discontinue the SIDA support to Sosalia, BITS stepped in,
BITS in pursulsg lacrgely the same policies alming ot
eccaomic independence Of the firm,

In section & adbove the company's performance up Lo
date Rap been analysed, Nere, It should be noted omly
that the physical, organizatiosal and functional
rebabiliitation of the production wunit has socceeded. In
1925, the GRPC 43 » wnit that s abdle to prodoce
according to plans and functions as & model enterprise
for the Sosali business and develogment cossunity.

The basic prodoct concept was not discussed from a
sarket point of view, neither befoze the relief decisions
that initlated phase one, nor in the preparatica of the
rehabilistion project of phase Two, This Is A ma)or
objection to the qQuality of tha project preparation ia
both phases: 0o real analysis was made tTo answer the
gueation what moders fishing wvessels In Somalin would be
good for; L.e. what the market for the factory's cuputas
Oof boats was. In case such an amalysis were implicitly
macde SIDA misiwdged the time appect of the rehabllitation
of the factory asd the growth of a market 3trong eocugh
Lo sake boatrt production ecomomically viable. What may be
undertaken nov is, consequently, a limitea analysis - not
& comprebanzive cost-becefit analysis aa a brosc
development context,
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§. PERFORMANCE OF MM: EVALUATION OF THE
SWEDISE COMPANY

T™=e Swedish supplier of murageseant and procuresent
getvices har Dboeon rosponsible for the accurecy ana
quality of auch sezvices. In that respect the evaluatios
of the inputs from M L8 ldestical to the evaluation of
the peoerformance of the GRPC Litsel?, particalazly its
management, trainisg and prodact development

There is # »light difference, however, Dbetween the
evalcatiocn of ¢ and the svaluation of GEPC. MN oanrot bDe
held responsible for eventa Dbeyond Iits control, 4.,
particularly events stesalng from the lLocsl environment
in Somalis. But this distisction is bdlurzed by the face
that the GHRIFC als0 has to msbwmit to Scaall events Deyond
its control. The =08t spectacular such eveats are of
course sudden changes of ecomosde policy, flsance policy
or monetary policy, auch as the devalustion of the Somail
oerrenday.

To the extent that MM =ay be evaluated caly on tha
basis of Its aervices Jivered frcea Sweden, atrictly
spoaking, the team Bar found nNO reasOn 1O ralse any
abdection te the performance of M. IS seema that
recruitsent of pecsonnel, procuctement and ethes such
Lasks sre funerioning wery amoothly. The prices charged
for the sezvices sean to coztespond o what Ls CosmOn
practice ia this sector of bhusiness.

It is therefore comscluded that the evaloatica of MM
in the dimited sepss turms Out positively. The svaluatios
ia & broade:r semase will be dependent on the oversill
evaluation of CRPC and the Project. The merit of scawe of
the "flrat ever®-events in Scomall isternational bankisg
caunsnd by the activitien of GRPC must be credited to MM,
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boats it to be found in the “intesis Nepoz:® e
Ministry eavissses & demand of 16410 fishing Doatas of the
8.5 m size, These figures appear as patt of an Lfsvestment
programme for the flaheries Iin the countey. It 1s based
on adminjstrative criteria of planning, 2uch as the
aAsrumption that esch province will have the same nusber
of boats, tegardiess of differences in natural
conditions, hardbouzrs, population estc. Accordizg to the
tesn's evaluation those flguces are not realistic,
Instead there arte & mumber of factors 0 ldentify an
Iinfluencing the need for DOAtE A2 & conatralint to the
total nusber possible:

- the potential of fish is 180-200000 ctona/year,
giving an upper limit to yislda. Tekisg Into
consideratios the J000 (% coastiine, the

concentratios of fisk i3 also low. O=ly the pelagic
spocles otcur ia more denze ccocentrations (long
gan) .

- che geographic cOnceatrAtion, with scattered fiehing
villages, gives A long and costly distance Setween
the producer and the mazket (loag rus).

- the lack of service facilitles, 2uth as workahops
and spare parts, ard t2e lack of fishing gear o
sezicoubly hasper an efficient stilization of boats
{in the ahort zen).

- the poor visdbility of the 2.5 m boat <calls for
alternasive ypes of boats., A sispler type of the
8.5 - boat, EY lightez boat conducive to
beach-londing and with better salling performance
should be tested. According Lo 5M9, & ssall travier
could be viable around Xissayo., A trawliers azound 12
seters could De suitable according to SMF estimates
(short rwn changes possibie).

In the present situation GNP i» relyling ca foreign
investment projecss for assles of boats In foreign
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intensive soazrch for alternative boets. The engloe
problems of the GRF boats add to the Justificesion for
such & quest.

The asalysls of alternatives will mo doubt lead tc
the ldentificezion of cospetition from lsported Boats, In
the case of a buildeup of new fleels thete is 20 need co
the part of the buyers O support GNP for the seke of
Reeping it operating. Suchk interest will only iInflsence
the Geclisicne of those projtects that Already have a large
fleet GRF Dboats equipped with Pents esoines. OF bas
around 100 boats of this kind (=203% of them are the oild
€.4 m type) and has & stroeg interest in onp teing
arcund, for the sake of servioce and czepairs to the Penta
engines. The othar projects have not resched such fluet
sines thet their future decisions will be ditected by
such considerationa. In the cese of SMP, financed by
Cerman sssistance, it =4y even be a Gisadvantage that the
GRF boats are bullt and egulipped by non-Gersan suppliers

it may well be the case that future BoAt sales for
@F are wholly dependeant on the development of nev bHoat
aodels, which ere able to stasd a test of viabilizty et
Te8.18%5¢ prices of the boata, fish, fuel and gears. On
the other Rand it Is also possidle that the finanoial
backing of the flahecy dave lopmesnt projeces, in
combinatlion with presssre from the owner of GRP, may iead
Lo purchases of the order indicated Dy presear plass,
What wmey bDe excluded ot chis poist, however, i3 o
self-sustaised growth of desand for boats based on rhe
developsant of independent fishing vectures in Sosalia.

As thig teams judges the viab ity of projects like
KECFISH and 5 to be pocr, 42 the shost ten, dus to the
Sepeancdence on wvorld market cospetitice with a fleet based
en onshore facilitles ot Righ capital cost asd long
Bauling distances, it seems premature at this point te
Lake any future saleon Lo such projects for

granted.

Dafortunately, it Is net possible Lo cose op with a
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firm fozecast Of market dezand for the 5.3 2 boat unders
such coaditioss. The team's conclusion la, however, that
desand for the 5.5 » Doat during the coming yesrs will
Tatier Do o0 the 10w pide for the GRP, L.e. 1t la 0Ot ac
all ovident that the factory will prodece Dboats at
volunaes sbove the Dreak-even poiast (evea excluding the

coats for the sanagesant services) for the boats.




il ENVIRONMENTAL ASPECTS or COMPANY
ACTIVITIES




fishing with & 2 millica SHS boat are such that nobody
who i dependest on fishing o rcepay the bost womild
venture to buy & fishing boat of that kind.

Torthermore, the price of the finiahed product in
Jane 1545 may be compared to the price of buying the bost
in Sweden and transporting it to Somalia, Por the BDoats
o Angols, delivered by MM, the price c.i.f. Angola l»
adout 389000 SEX, which would be less than 1.9 million
ZMS iz June 1985.

Covicusly, the devaluation of January 1at, 1943, and
the probable further devaluation in the year to come,
seriously wvorsens the coaditiocns for any local production
of goods 20 heavily dependest on lwcttl\{ GRPC, The low
valus added can ailmply not Justify local productian,
wnless other Denefits than the boat itaelf are weighed
APAlnst the Costa.

The caly way for GAPC Lo earn foreign currency would
be t0 sell boata to customers in 2cmalia, who are able to
pay in forelyn currency. (Genucine export sales arce
excioded as this 1a no reallistic sssusption). Such sales
have taken place to isternational orgenizatioces and theis
projects In Somalia. This market is, however, wvery
limited in nusbers and at present macked by hesitation on
the part of tha potential buyers. They have again
postponed their decislons to Duy boats from GESC and are
raiping Soubta as to the efficiency of the hoot for theis
peods (RECFISH and 53, zespectively).

To sum  up. it seems Sustified %o =m=ake the
obpervarion that the 195 dewvaluation of the Besall
currancy was a blow to the hopes of a proapewious feture
for 1the GRFC boat market = & blow that twrned a qrowisg
optimism into pessimise.

On the other hand, the readjustsent prograsme of the
economy alse includes the reduction of the susber of
state employees by 600, State employesas will be
“resettled® as fighermesn and farmers. A growing meed fos
boate, houses and tractors is foreseen. GRPC stands a
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oood.chaa:c of getting - within two years - long-tern
contracts with bullding comtractors and tha new Lractor
sssenbly plast for deliveries of plastic roofing material
and teactor bBard tops. In the view of such arzangesents
there L2 certalnly a very bright future ahead for the
GRPC =« In the noa-bhoat markets, FProduction and sales of
water tanks, latrines, 200f tilea aAnd tractor hard tops
will certainly be profitable. Payments will be in 8NS5,

A thizd particulacity of the Somall busiress
envirooment wiil be poted before Future Chances of
Pxofite are svmaed up in the following section., This
sspect tegerds the evaiisdility of basic management
skills. In Scealias thete in a mpectacular lack of
industrial managesent akille, This =ay be expiained by
sany alffereat factors, Ome i Of Course the low level of
development of Industry and the very short pericd of
industrial exper lence in the countey ., Suctenafal
busicesamen in Zomalia aze sraders or the 1like, wvery
skilled in commercial asotivitlies, but with no Lladusteisl
oxperience. A asecond factor is the relatively low level
of management and techaical skills im the agdaisistration,
which in tuza may De partly caused by the s3ize of
"aid-buainess”™ Lo the country. All key posts of protects
are held by expatriste staff. A third factor, 43 the
on-golng Drain-drain to Arab countzles.

In spite of the team's wvery bBrief stay in Somalis it
240 declded S0 agree with all those who <lalm that an
industrial plant that would e left into Sosall Bands
after a long perice of foreign managesent would wvery
quickly 3¢ down the drain.

This ceoclusica seans that the GAPC, wheze tralning
Bas led 0o no real opportunicties of replacisg the
eXpOtriate staff Dy Somall starff, will depend ca foreige
sanagesent alsc in the future., Should the Project
contisue, & sajor esphasis must be put on the recruitment
and trainieng of Zomall managerss.




12. FUTURE CHANCES OF PROFITS

It has Dbeen noted in this report that the basic
cosposition of the boat product (lsport Sepencency) and
the local market conditicas (100 amall locel fiakh market,
teo low world market fish pcices, unprofitable fish
industry) togethe:r make up a structural cbetacle to tie
profitable prodection of fiahing vessels ia Scsalia.

Coasequently, the futuse chasces Oof » profitable
boat production based on sxizting =achisery and the
delivery of extersally provided services are wery s=all,
not to say noo-existeat. It is thus safe to conciude that
an alternative without extesrnal sesvices La out of
question, conpidering the limited supply of mansgesent
akills In Somalle and the coat of soch skilla, hac they
been availadle.

A prograsse for further isvesteents would thezefore
BAVe 0 De based oo a different product line. Thias
sltecnative is discussed below,

Te sum WP, the main obstacles 10 profitable
prodoction of the £.5 = fishing veasels are

- the 1ocal fish mazket cannct be relied upon for an
oxpansica of fishing in Somalis

- world sarket prices are Setermised globally and cen
20t be influenced by Scmall fisherles

caloulationas of tha economics of fishing with the
$.5 = boat demonstrate the non-wiability of such
ventures a8 loog as  the currently prevalliisg
cooditions aze not changed as regards fishing gear,
crews, 1nfrastrociure and sackets.

- existing calculaticns are relylng on prices of foel
which ate heavily sudsidized, f.e. prices that will
pot prevail in the future, and on fish prices that
theo ongoisg onshore fish project iz Klasayo 1s not
yor alille to pays thus, even 3if bBoat prices are
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13, FUTURE PROSPECTS

e this section it has become possible to sum up She
future prospects of the GRFC and to outline alternative
1ines of action in order to face those proapects.

what are the oconditioms for continued produgtion
without sssistance?

In the ssslgesent for this astody the cleaz~cut
questiocs was posed) what are the conditions for contineed
production in the GIPC factory without any subaidies, L.e
without Swedish assistance oF any other graats,

T™he answer has beea given in the preceeding pages of
this report: the factosy will need further subsicdies also
in the future. This is 20 because of the natcre of the
prodoct (imported raw materials), the lack of mamagement
and the nature of desand (no self-sustained growth of
demand because of poor economices of fishing). The GANC
will need foreigm exchange to cover the Lsporta of raw
pateorials and scbsidies to cover the coat of expatriate
staff for sasagesant also in the future.

The conditices leading =0 a change of this siteation
sre all long-rtus or very long-run: changing exchasge zate
for the Someli Shilling, increasiny supply of local
rapaFoOTeRt a3kills, chasging food hablts In Somalis, Just
to mention a fev exanples.

Thia meana that favourable conditions for &
discoatinuat bon of Swedialk asaistance - without
regatively affecting the activities of the GRPC - will
only be met in the long run,

The only exception wouid be thes case where CRIC
makes an ocutright change of policy of the product lise:
priocity to other products than boats in the short run,
ta that sitvation the cospany may well masage tO Operate
art a profit and alsc continue %o develop new boat models
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support during 1956 to facilitate the transformation of
the Project) altematives Bave been searched for o sake
possibie » costinued productica ia ordar to avold the
negative effects of a closure of the factory.

The firat alternative to investigate was the case of
s joint venture with the present owner, private Fomall
capital, the Swedish atate and Swedish private capital.
tThis wvas the firat alsernasive because it was pazt of the
objectives of the szebhadilitaticea of the Project in 1582,
Thin cption has becose part and parcel of the plan for
the future of GRPC presested by MW to DITS in Septecber
1988,

The second posnible solution for contizoed
production at the GRPC to be investigated was a zegional
project, i.s. A prolect asupported by African regional
crgenizations. Accorsding to a Somalls nevapaper that was
cited to the team by the Minister of Tighesiezs a
ministerial meeting in lusaka of the African FPrefeceatial
Trade Area (PTA) Rad decided to tern the GRPC factory
into » regional ocentre for training in boat peodactlca.
Such a decisiocn would certaialy lead to zeglicsal support
to the factory.

Ferther investigations as %0 the details of the
segotiaticas of the Lusaka meeting have mot conflirmed
that the decision in question has Ceen taken. For the
tise being the regicmal project alternative has to be
ruled out, to00.

A third solution would be o continue production
with tiw assistance of other donors. This altermative
ia being prepared by Joiat efforts of the Ministry of
Flabheries and the GRPC. Other doniors Bave bSHeen spproached
0 are In the process of being approached with reguests
for suppott Lo the company. Juch requests may also be of
AR Iinteqrated nature, L.e, the GRPC Ll» only one of =any
olemants of a broader prograsaw for fishesy development,

At the time af writing no defisite cutccmes of the




efforts to mobilize other domors are kmown. Indirectly,
howsver, pOMe  major donors have alteady committed
themselves to support the GRPC through their development
cocperation with Somalia. A suader of donors, such as the
Norid Bank, ADS, Gersany, Italy and the USA, are
presently asupporting Commodity Isport Programmes (CIP),
whoredby Somalis i» able to Import goods, Most of these
CIP*s are open for Isposts of inpute to flshesy
development, Iincluding zaw =aterisls %o the GRPC. This
opportunity is already operational through the Worla
Bank. It may Dbecooe operational also through other
donors,

in Caze Scoalis requests to ase parts of the CiP'e
for the imports of zaw materiels to GRPC such & request
will fall within the boundaries of areas glven priorizy
Dy some donors (reral davelopsant, lacluding fisheries)
In tRat respect Somalia s from now on able to finasce
its rvav material purchases from other sources than the
Swedish isport support. This will In some Cases oean that
the rav materials will be Bought from other countries
than Sveden.

it Bas Been confirmed aleo Dy GRPC that the cospany
in able to exchange a3 such SHS At can ears for the
izports of rav moterials from the CiP's of the Worle
BSank.

If raw materials are fimanced from the CIP's the
remaining need for suppozt is limited to the masagonent
Sontract, 1.¢. around 2.3 million SEX annuslly.

This solution presspposes, however, that the GaFC
CPOTATeR AL 3 profit and thus warny & surplus of SKS
Thia 19, snyway, & minisom requiressst 1o be demanded of
the company for continved support or for a joint wveatuce.
it probably requires Iincreased production of other
products than boats.




14. CONCLUSIONS AND RECOMMENDATIONS

Continue or withdraw?

It has Dees shown that the Doat prodocticn of the
GRFC 13 In need oFf ocontinsed psubsidies n ofder o
suzvive. Such subsidies say cooe from external fisancing
or from aurplus generated wvithim the company from other
products than boats, Based on other more profitable
products the cospany will ba Able to operate at a profic
from 1986 on, given that nmo further major changes of the
economic environment will affect the firm negatively.

It i» necessacy, Bowever, that the GAFC la supported
by forelign management aervices until & Sosall managesent
has been recrulted and tzalsed. Any <continued auppost
must therefore be tied to the effect that such managesent
must be produced. Ancther major problem in the short
run, eves if profitable productice is aschleved, is the
need for coavestible currencles for the purchase of rav
materiala, spares, etc.

The latter problem ought to be solved locelly,
thanks to recent increases In  the qglobal donar
commitments. Somalia is able to cbtain the ocurrescy
needed for czaw materislas fream angoing CIPt*s. It is
probable that Sosalia will not be able, within the tise
schedules foreseen, to absord the totel amount of CIP
funds presentily availlable, {.e. thera is 4 meed to
identify fuszther seeds. The tav materials for the QRPC
fall within sectors spproved by varcious CiF'as.

Givea that the coepany will operste at a profit (is
SHE) by diversifying its prodect ilme It should
conaequently be able to acguire the Zforgeign exchange
needed .

Thete are, therefore, 9004 reasons to assuse that
foreign support An terms of Cforelga currency for the
purchasing of zov materisls and gspares will oot be




nocessary in 1986,

The rce=aining »Pport needed for the masageseat
SeIvVice contract cannot te cut wit oyt negat Lve
consequences for the GRFC, wnless BITS s replaced by
80P Other Goncs. KO ctber alternatives have turmed out
to be viable,

Tha plana preseanted by MM for the prodocticn in
1996-87 and 2o establistsent of & joint venture im 1988
seem to Do the Dest alternative that will, first, secure
the future existence of a model firm and he continued
setvices 20, and repalrs of, the existing fleet azd,
secondd, safeguard soae lasting effects of the benefits
STested up Lo the present méoent by Swvedish assistance to
the Frojezt.

it is therefore coacluded that the most sdvastagecus
way of atriking am scceptable balance betwees coenflicting
Svedish objectives Iin thls case, is the creaticn of a»
yolnt wventure with Swedish participation and, thus, the
contimvation of Swediash assistance for snother two years
until such & nev, Jolatly owsned flrm has Dues created.

Recommendations

The first recommesdatica concerns the support for
impocts of tparea and rcaw materials Lo the boat
production Froject!

- it 39 Tecommanded that the donor requlires of the
GRPT 10 manage on its own the aoguisition of
convertible currencies from its surplus of SHS with
the help of the owner and the wvazicus CiP's in the
country: further support to the puschase of rav
saterials and spare parts should not be given.

The second reccamendation regards the fisalization
of the sopport te the boat production as such:
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- it is recossecded that & finsl gramt for aiz montha
of mansgenent servioes from Janwary 31, 196, o July
Ji, 1886, i3 extended %o the PFrojfect along the lines
earlier indicated by BITE,

The third recomsendation concerns prectioal Setalls
in the fipalization of the support to the boat product loa
project and the tranafer to & new company:

- in the comtract for the (final grast %o the boat
production projest it is recommmaded that Lhete s
an obligstion for the company Lo pressnt an
indepandent avditor'a report of the stateswmat of
accounts of July 31, 1936 as wvell a: an {sproved
mo3el for cost sccownting An the coopany; further,
an obligation for the suppllier of the =anageaent
services to wndertake, during 1586, to recruit and
trsin Somali personnel for Top sanagesont
functicns; end finelly an obligation for the
suppliet of the msanagesent gservicws to present to
the JOIimM wventucre conpany 0 be, a cosplets
descriprion of the Sanufacturing process, the
organization of the company, as well as the network
of ite acppliers and customerss, locally and abroed,

™e fourth and fLfth recommendations are in support
of the cresation of a4 Joiat wvesture 207 & coepany
producing a broad line of glass fibre reinforced plastic
products in Somallia)

- At is recosmended that the CRFC recwives support for
tha purchasing of mansgement services for latter
hal?f of 1586 and for 1987, with the purpose of
allowing the GOFC and MM La cooperaticn with the
Somail state to diversify the product iine into a
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profitable product =Ax e diversit At iow na

HDECeSRlitAte BOME AUPPOLIT L0 exceplticstal inveatments
in the L iife And tO prepare ne y u
the transforsation ' f the Company int 5 foin
ventucse with private Scaall capital, Somall stat

capital, Swedish state capita. and

capital

this tranmsformation presupposes a fesslbility stud
for the joint wveature, planning f the now cosmpan
aAnd 4 susber of practical ispleasgntations effozss

i0 recommended that the Costs £ those activitie

iy included in the support te
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ANNEX 2: VIABILITY CALCULATIONS
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Cash flow projection Yeur | Year2
L=veatmere cont 200000 0
Debt service S09 143 <14
leneraoe 4000 S000
Fuoel e LU 4880
Lebrication S0 200
Sparc parta 300

Fahing gewr

repa & sencwal Som 0000
Tota) ostfiow 2689023 689025
Gross iacome S00000 Q00000
Musicipality tax AS000 .
Total allow IRSS000 55000
Net e Now 68977 168 977

™he financial rate of retusn over the period of
repayment becoses negative Ia RIa axARpie, It mAY b=
nted that no oosta for the crew are iocloded in the
ealculation, meanisng that the projected cash flow bhas to
¢ ahated betvwean the owner and the crew. Based oo thls
exasple the GRPC arrives st the conclusion that the DOat
is not eccocmically viable foz the private flshersan.

The calculation of the S s of courses geared
towsrds the wviability for the 50 of iovesting in the
puzchase of & fleet of 8.5 m bdoats. Its calculetion is
pade on the sssumption of a decision oo the part of the
SMF tOo inureade itz fleet of GRPC hoats.

MNacting out from A redOMmenditica indiceting that
the boats were viable in July/August 1904 at a basic

catch of 1% kilos of fiah per boat and day, the MNP

cepozt froa the mpeing of 19485 adds that another estimate
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puts the break-even catch at 6235 klios per Doat ansd day.

Daing the exasple of & fleet of 20 vyessels the SWP
ASSURESs Tthat it oSould increase the throughpet at the MNP
coid store by 600 tons per year(Somall crew), at worest,
or by 2400 toas per year, ot best (Chinese or Xenyan
crev),

T™he sssumptions used in the SMP paper a8 regards the
Scmall crew Inciwde: 200 doys at 200 xilos per day) crew
vage at 3002 SME per day; supplies 400 SXS/day end sales
At G005 per tom. This gives am annual gross surplus of
sales over ruaning costs of 1532000 SMS. After decduction
of depreclation and =alntenance caloolated at a boat
price of 1721250 283 and deduction of cost for sets the
“boat surplus® per year becomes €17150 S8, corresponding
Lo approximately 192 § per ton landed.

This scrplua is of course pensitive 1o variatioss of
the fish price: at a price of 4005 per tem the operation
would Be & loss. If the annual catch s ssswmed to bBe 3O
tona {130 kg/day), the “surplus® per tom L8 reduced 0
563.

The 52MF paper aczrives at the cesclusion that the
purchase of OMF wveasels wowuld ot De ccamazcially
prudest. Experisants with nev rlshing gear, sodified
vesaels and CRinese or Kenyan ccews are needed *o make »
final decision. Iz the meantime the XIW grant for boetrs
ougth to be withheld.

In & World Bask zeport from April 1984 chere is &
cash flow projection for the cperation of » elqht-eater
=|otorized fishing boat. A fipemclal rate of return of 234
for the fliahermas s arcived at, and assumed to be Good
enough to indoce individaals to invest In the boat.

The projection is besed on & bost price (incloding
£iahing gear) of 340000 saS, imitial invesrment of 108,
12V interest cate acd repayrent in eleven Yoars includisg
A One year grace pericd. Assuming o ceth of 135 kilos per
day and 180 years of flaking and the total cateh sald at
7.5 SR&8/kg the cailculstion iscludes foel at 6.42 3ms pes
iiter, lce, Lnsurance, crew ghare and some siscellanecus
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cost .
In order to update the 1%4 ¥World Bank projection to
Mazxch 1938 the following assumptions have been changed:

Purchase price 1500000
Canh deposit 150000
Loan 1350000
Repayment time in yean 10
leserest rne in S 14
Aver, daily caxch in kg 138
Namber of dayv'year 180
Aver. price/kg fud 2
Fect prcotitre 13

Note that the catch per day has been Improved (and
sssumed to be 100% from year one) an well aAs the flab
price, On the other hand the Clnanclal conditions are
less favourable. The prices of the boat and of foel have
Peent set Al current rates, i.¢ the fewel price ls still
the subswdized price valid in Scmalia (2 June 19%6S.
Insurance cost has fisally besan adjusted o the level
used by the CRPC in their estimates.

The zesult Of such &N eXerCise 13 the SARG AN M
other calculations: after the devaluatioo and tThe
gorrespoading changing price relations the bdoat is no
soze viable under reascoable assusptions. The set cash
flow becomes negative in the first year, an wvell as the
financial rate Of retuzs over the sépayment tise.

It has DBeen desonstrated that prevalling price
relations between inputs and ostputs, im combination with
teasocable assumpticns on catches, lead o the name
result in three independectly made calcvlations. Two of
these were Sade froa e point of viev of the
fishersen/owners and one from the point of view of a oold
store project.
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LIST OF ARBREVIATIONS

African Developsent Bank

African Dewvelopment Fusnd

The Swediah Commisson for Intermational
Sechnical Cooperation

Coastal Development Prograrmme
Danis® International Develcgsent
Scsalia Glass Fibre Reinforced Flastic Prodocts
Coepary

ICS Interconsult Sweden AR

Xreditanstalt f0r Wiederaufbau

MEinlycke Marin AR

North East Coast Tigherles Enterprise
Froafearent ial Tracde Ares

Swedish Kronor (1 SEX-10 susS)

The Swediah Internaticonal Cevelogaent Authority
Sosalil Fhilliings

Somall Marimse Products

Terms of Referonce

Onited Nationa Capital Developmest Fund

Cnited States Dollars (1 USS« 84 su5)

Volve Internaticsal Development Corporatlice

The exchange rates givenn abowve reflect the
APProXimate market ratez walid at the beginnisg
of Juse 1985 Setween the three curtencies. Since
then those relations have changed: USS has fallen

in relstion to SEXK, and SHE han fsllemn In

relatica to USS.
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FISHING VESSELS IN SOMALIA

The SIDA-supported boat factoey In Somalia s funcioning and
has a positive impact os the surrosnding economy. But peoduction
saliens from the low level of development of the Somalan fshing

secror. Also there is 4 need 1o develop local management capaciny

These are the main Sodings of thes evaluation which was carried
out by the two consultants Jan Veldelin of Imtorconsult, ecomomiss
and team leader, and Staffor Larcsen of the Swedish National Board
of Fishenies

Sweden's hilateral development co-operation, handled by SIDA
snce 1965, comprises |7 program countnies: Angola, Bangladesh,
Botswana, Cap Verde, Ethopsa, Guinea-Bissau, India, Laos, Le-
wotho, Mozambaque, Nicaragua, Sei Lanka, Swariland, Tanzanka,
Viemam, Zambia and Zimbalwe

Each year about 30 of SIDA's over 200 projects aze evaluated. Most
of these evaluations are published in the Evaluation Series. Copies
of the reports can be ordered from SIDA, S-105 25 Ssockholm,

Sweden
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