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Mozarnbique to prlvatise
two state plants

mm MozAlIBIQrtE GOVERNMENT
ie bo privatiee the staüe owned lose-making
companies of timber producer IFLOÌúA and
clothing mqnu:f4sturer Soveste EE because
of bheir low production and inadequate use
of plant in tÀe hope that they will become
cost effective, inüroduce competitively
priced producfs and expand their produc-
tion range.

The government is looking for either
local or international buyers who are
prepared to ta.ke 6 mdority stake in the
equity, but allowing governrnent to hold ab
least ZOVo. It's objectives are lo restrucüure
the compnniss' financial situations because
of low productivity and insuÍficienb use of
installed capaciüy.

In regard to IFLOIvÍA the government
wants private enÈrepreneurs üo expand
production üo include related industries
such as pre-fabricaüed house production
and furniture mat'r ufacture.

The company employs 665 workers and
has frxed assets valued at US $2.6-rniìlion.
Sales in 1993 were $715,000 at a loss of
S265,000. Ooly a quarter of bhe company's
sawrl wood producüion is being used and its
national nrarket share ís 23Vo.

The government says management is in-
eÍflcienü and has diÍfrculty in accessing ex-
[ernal markets but with the country's
security sifuation improving there are
prospects for substanbial growth in ühe
housing and furniture markets.

It sees privatisation of Soveste EE -- the
Iargesf  of  the s ix  remain ing c loth ing
manuÍacturers in an industry in profound
crisis -- resuÌting in the iatroduction of new
technologres, mrnagement and expertise
which in turn would lead üo company
viabiÌity and expa:rsion of its local, regionnl
and international export markets.

Soveste, which runs four plants in
Mapufo at 257o of capaciüy, had 1,383
empÌoyees in 1992 and sales of $1.l-million
at a loss of nearly $1-m. From 1989 to L992
it paid a Ìittle under $60,000 in tax, none in
L992.

Comment

It is stories like these about the
failure of nationalised industry and
command economy management that
have helped per:suade ANC socialists to
accept free enterprise as the vehicle for
the requi red expansion of  the SA

eiconomy to contend with denrands and
expectations.

The disclosures of the actual condi-
tions in the two companies is also an
indication of the severe deterioration
of Mozambicnn industry and businesa.
The stories are little üfferent from
those that eneerged in Eastern Europe
and Russia after the collapse of the
communist regimes there

Though the Mozambicans are trying
to paint a rosy picture of the prospects
for the companies following the anival
of peace in the counhc5l, they may fïnd
themselves faced with a siÌnilaÌ' reluc-
tance  by  inves to rs  as  the  Eas t
Europeqne did. The nrn-dorxm state of
the plants, low capacity production ond
a deeply recessed local economy are not
seen as opportunities that lYestern in-
dustrialists leap at.

However, the peace factor and the
emergence of neighbouring South
Africa from its devastating drought
a n d  r e c e s s i o n  m a y  g i v e  a  m o r e
favourable slant to the picture.
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