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THE ROLE OF MATIONAL TRADIHNG CORPORATIONS IN
STIMULATING ZAST AFRICAN RENTREPRENEURSHIP

Introduction

National trading corporations have been established
in each of the three major Fast African regions with the
primary purpose of stimulating, promoting and encouraging
Africans to enter into commerce and industry. The Corpora-—
tions were founded with the realization that without public
support, Africans, individually or in partnerships, could
not survive the intense competition from .Asians and
ZTuropeans who for years have dominated cormerce and industry

in this part of the continent of Africa.

This paper undertakes to examine the goals, the
structures, the credit policies and other commercial
activities of" the corporations. The chief purpose is to
see how these activities affect Fast African entrepreneurs.
Comparisons are also made of policies and structures of the
two largest national corporations: -The Uganda National
Trading Corporation (UNTC) and the Kenya National Corpora—
tion (KNTC). Finally, an effort is made to provide a
foundation for the subsequent consideration of the problen
of planning and coordinating the actlivities of the national

trading corporations,

For the’'sake of clarity, each corporation is treated
separately, and then comparisons are made at the end of the

paper.



The Kenya National Trading Corporation.

Organization and Objectives

The Kenya National Trading Corporation (TuTc) is a
subsidiary of the Industrial Commercial and Development
Corporation (ICDC), owned wholly by the Kenya Government.
It was established in April 1965 throush the initiative and

leadership of the Minister of Commerce and Industries, with
a small capital of £10,000,

The following objectives of KNTC give some indication
of the corporation'!s attempts to encourage and stimulate

African entrepreneurs, Anmong the major cbjectives are the

followings

1. To promote the participation of African
businessmen in the field of commerce by

providing wholesale credit facilities.,

2. To participate in expoxrt and import trade
by channeling imported goods through

African traders.

3. To act as an export agent for certain
goods in those cases where State trading
countries with which Kenya has trade

agreements require such an arrangement,

4, To assist. in lowering the living costs
of the majority of Kenya people by

lowering prices of essential consumer Zoods.

5, To establish and maintain an efficient and
equitable distribution network for essential

food—~stuffs and other commodities.,

Under the leadership of Mr., Peter .Kenyanjui, the Company
has been operated by a handful of young Kenyans. It has
expanded with great economic success and is introducing many

African entrepreneurs into commerce.



The Corporation is becoming the chief instrument for
the Govermment!s policy of encourazing wholesale trade, To
date, it is the sole wholesale distributor of certain
cormodities, especially those which are consumed mainly by

low and middle~income Africansg

Through a program -of selecting able Africans to act
as agents and distributors -of selected crops and other
products, nmany Africans are enabled to enter trade, This
means -that the Africanization of commerce is getting under—
way. In the past, African businessmen had to pay cash for
whatever suppiies they purchased. Very few Africans were
able to get the ready cash, and even fewer could obtain bank
loans., Morecover, prices were co high that no Africar could
make any sizable profit, Very often there were more losses
than gains, Under such circumstances, the African entrepre—
neur was frustrated and his initiative was stifled. The
Corporation hopes to change this picture throusgh its planned

credit schemes.,

A pood example is the swucecess: with which XNTC has
introduced Africans.tec the wholesaling and distribution of
certain cormmodities, especially sugar. In August 1965, the
Ministry of Commerce and Industrices directed the Kenya
National Trading Corporation to take over all the sugar
distribution and to Africanize the sector within a minirmun

of time. The results are displayed in Table I.

These fipures show the tremendcus success of the Henya
National Trading Corpciation insofar as the Africanization
of the sugar wholesale market and distribution is comncermed.,
From Table 1 it is clear that there was an increase in
African participation from 28.9 per cent to more than 91 per
cent in just eleven monrnths., There has been conmparable
success with other commodities, such &s maize, neal, wheat-
flour, soap, matches, beer, certain textiles, secondhand

clothes, and coeoking oil, particularly,



TABLE T

AFRICANIZATION OF THE DISTRIZUTION OF SUGAR I KENYA

August 1965 30th June 1966
Number of Per Cent Jumber of Per Cent
Race Distributors of Trade Distributors of Trade¥*
African 31 28,90 205 91,08
Asian 86 57.92 15 3,06
BEuropean 11 5,40 7 1.45
Arab 6 1.59 8 0.56
Mixed 9 5.01 7 2.65
1387 100,00 242 100,00

*Figures taken from a speech by Mre. FPo. Kinyanjui before the

Africa Club, Nairobi, on September 1k, 1966,

Credit Schermes

Defore the Xenya Mational Trading Corporation was founded,
very few Africans had ever taken part in wholesale or retail
business. The key handicap was that whoever attempted to go
into business was forced to purchase goods with casl:, The
African had no access to overdraft facilities; he could not
get loans from any of the banks; and under these conditions

the African faced a hopelessly frustrating barrier.

In order to change this situation, the Xenya National
Trading Corporation introduced a credit system that was well-
nigh ideal for the Africans, Under this scheme, the approved
African distributor was given a number of Dbags of sugar or rice.
He did not have tc pay any cash down. Ile merely signed for the
zoods he had taken, on promise to sell them as quickly as
possible, pay back the money to the IIITC, and retain his profit.
As soon as the distributor paid what he owed, the Corporation

issued him more bags for further sale. Toward the end of 1966,



XNTC had issued cormmodity loams of up to £50,000,

This scheme made it possible for a substantial number
of Ienyans to get into wholesale and retail business,
A good number of them are malting substantial profit,

(Appenix C lists some of the traders aided by.the KNTC,)

Information about Prospective Distributors

At this juncture the question arises as to how African

distributors are appointed.  The procedure goes as follows:

Kenya National Trading Corporation sends circulars to
District Commissioners and Trade-Development Officers  in
cach district for recommendation of traders who-they-think
nave the financial capacity and management ability to sell
a particular product in that area profitably. Trade
Development Officers are also asked to complete forms
enclosed with the questionnaire giving such information as
name of the businessj; business address; bank; form of
business; whether a solo trader, a partnership, or a limited
companys; type of business, whether wholesale or retailj
capital invasted; value of fixed assets; value of stock of
goods held; monthly turnover; cash availablej; number of
employees; storage space; transport, and other pertinent

information,

Preliminary Application for Goods

Once the above information is received at KNTC
hreadquarters, application forms are sent to those traders
who, on the basis of recommendations and information avail-
able, display the greatest potentialities for success. The
potential trader fills out the forms showing the amount of
goods required, the possible value to Dbe purchased montihly,
the trading area, and the nearest XNTC depot from which the
goods can be collected. This information is forwarded to

District Development Officers who meake recommendations to



the District Commissioner., The District Commissioner

endorses the applications and passes them on to the HNTC
Officer at headguarters. The purpose of this preliminary
fact~finding stage is to investigate whether there is suffi-
cient demand and market for a particular product. Further—
more, it is the Business of the district officers and Trade
Development Officers to know the number of local distributors
so that in their confidential recommendations they can indicate
whiether the number of distributors exceeds the local demand

or whether added distributors are needed.

Double~Checking by IGITC

L

Pield Officers

The Kenvya lMational Trading Corporation. goes farther
thzan accepting the reports from the traders, the Development
Officer, and the District Commissioner. A double~check is
carried out to verify the authenticity of the information
obtained from the various sources. This is done by sending
the Corporationt!s officers into the field. These investigators
take a random sample of about 60 per cent of the traders in
each district. The information which the KNTC officers gather
from the field is then correlated with the information

already obtained in each traderts file.,

Bank Reports

WUith regard to the financial standing of applicants,
HITC requests confidential reports from various banks. Once
again, the bank statements and the individual financial
statements are compared. In this way KNTC is able to assess
not only the applicant!s finances, but also whether he is

creditworthy.



Assessment of Market Possibilities and Limitations

For fear of oversupply, undersupply, or cut—throat
competition among the JAfrican traders, ¥XNTC makes use of
information obtained from questionnaires to establish the
narket trends of the area. Supply and demand schedules for
particular commodities are established, These schedules
serve as guideposts for IINTC officials in allocating
distributors to different locations, VWhen it is found that
the demand is greater than the possible supply requested Ly
applicants, the distributors are advised to take more of
thhe commodity than they had originally requested., On the
other hand, if the supply is likely. to.exceed the local
demand, fewer applications are approved and whenever neces—

sary the. distributors are given a fixed quota.

It may be noted here that prices are mainly fixed
primarily by the usual market mechanism, Governnments,
however, may intervene in certain circumstances, Cormon
instances are the prices of raw cotton, coffee, and tea,
all of 'which are fixed annually Ly marketing boards and

approved by the Government,

Appointment of Distributors

Lfter thorough screening of the potential distributors
and a satisfactory estimation of the size of the market,
the Management Cormittee of HNWTC appoints successful

applicants as distributors,

The appointed distributors are then sent official
order forms on which the traders fill out their irmmediate
requirements, purchases and relevant sale contracts which
bind them to take delivery of the goods made available to
them, The firm oxders and contracts are returned to KNTC
neadquarters, accompanied by the trader's check or other
recognized legal tender acceptable to the Corporation., . The
goods are then transported Ly the traders to their areas

for distribution and sale,



Two very important purposes are served by.this
seeningly lengthy screening process: (l) it is sound
cormercial practice and (2) the training and education are
of great value to the trader., The traders have to keep
Looks of accounts and stock records; they must at any time
be able to present their monthly sales and cash flows; they
rust have a properly conducted Dank account; and they have
to possess or rent satisfactory storaze facilities as well
as having reliable means of transport—-both essential to

the smooth and econcmical operation of a wholesale business.

Commercial Activities of ITITC

Kenya National Trading Corporation is not only aiding
Africans to get started in commerce. It also operates as
any other commercial. corporation does whose primary purpose
is to make a profit, The Corporation has a unique monopoly
feature. Whenever IIITC decides to incorporate a crop or
cormmodity into its Dusiness, the govermment declares a
monopoly for the Corporation, In this way the Corporation
originally was able to acquire a monopoly in the distribution
of sugar. In 1966, a total of 1,132,752 bags of sugar with
a value of £7,500,000 were handled by the corporation,
The monthly average consunption for the year was in the
range of from £650,000 to £700,000, For this particular year,
the Corporation earned a £99,000 commission on sugar, while

the sub-agents earned nearly £200,000,

Rice was the scecond crop-to be imported and distributed
by XNTC. In its first year 4,000 tons were purchased and
distributed by African agents, for which a net profit of

£113,000 was realized by the Corporation,

e Corporation also handles some textiles; but this
line is. still too complicated for Africans to operate
efficiently. Nevertheless, the Africans distributed
inmported khaki drill, khangas, and secondhand clothes,

making a total turnover valued at about £500,000,



Sinilar successes were made in the distribution of
blankets and such other items as soap and vegetable oil,
The Corporation is also handling selected hardware, mainly
galvanized pipes, shovels, and door bolts. In addition to
these items, KITC is now purchasing and distributing through
African agents such items as cotton, gunny sacks, tetron
suiting material, Chinaware, nylon raw materials, beef-by-
products, and canned fruit., Zach of these has brought an

appreciable economic profit.

The Corporation itself is giving an excellent example
of an African~run Corporation engaging in large-—scalc
import—export transactions. During its first year of
operation in 1955-66, the Corporation handled the commodities
listed in Table 2,

In this table it is seen that the Corporation handled
business worth about £10,000,000 during the 1965~66 year,
Such an-amount realized in a single year is a sign of
success, especially when one considers that the Corporation
started with an initial capital of omnly £10,000., It may be
stated here that even though the figures for 1966-67 were
not available at the time the writer was in Nairobi, it was
known that a net profit of more than £150,000 was being

made for the year.

The significance of this success is twofold: (1) it
signifies that the Corporation is making a remarkable profit

in its first year of operation, and (2) it gives ample proof
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TRADING CORPORATION IMPORT-EXPORT VALUZ

FOR 1965-66

Quantity Value in £
Export:
Coffee .375 tons 304,375
Tea 1,000 tons 382,945
Sisal 137 tons 16,269
Cotton 38,5623 bales 306,361
Total value 1,010,450
Import:
Rice 4,100 tons 368,391
Textile: Second-hand
clothes 510,739 pieces 107,541
Khaki drill ‘2,110,588 yards 250,919
Nylon raw material 334,033
Khangas 100,500 scores 189,627
Ready—~to-~wear 350 pieces L, 400
Miscellaneous 350
Total value 1,255,261
Local Distribution:
Sugar 1,132,750 bags 7,582,080
Textile nylon 35,000
Beef by-product 20,0810
Miscellaneous 1,100
Total value 7,683,990

of the great potential of the African as a good business—

man. The Government, too, should be encouraged over

having initiated these Corporatiorns to promote different
commodities, for these commodities earn revenues for the

country and form an ideal training ground for young
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Lfrican entreprenceurs.

The training of entreprencurs does not end at home.,
The Corporation so far has imported from and exported to the
UsSelley United Kingdom,  Farnce, Czechoslovakia, Australia,
Canada, India, Pakistan, United .Arab Republic, China, Japan,
and Holland. Representatives of the Corporation have Dbeen
able to make business contacts in all these foreign capitals.,.
These contacts and the insights they furnish about how
usiness is run in other countries provide an excellent
training ground for the KXNTC officers. This kind of "on-
the~job training" makes it possible for XHWTC to accumulatec
a number of young skilled entrepreneurs who eventually will
takke up their own business ventures. In fact, it would
secra that the Corporation might well adopt a deliberate
policy of training a surplus of officers so that at any time
some of them could be advised to leave the Corporation and
to start a business on their own. - Indeed, such people would
undoubtedly be given state support, at least during the
initial stages through extending credit, free consultative
services, and other mecessary econoniic and advisory

assistance.

The Uganda Hational Trading Corporation (UNTC)

Purposes and Policies

The Uganda llational Trading Corporation (UIITC)
succeeded the African Business rromotion Company by an act
of the Parlioment in 1966, According to the National
Trading Act, the Corporation was founded to perform the
following functions:

1. To engaze in commierce and trade.,

2. To organize and effect exports and imports
of .all suelr goods and commedities as the
Board nay, with prior approval of the

Minister, from time to time determine, and
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the purchase, sale and transport of the
general trade in such goods and cormodities

in Uganda or elsewhere,

3. To promote or aid in promotion of, subject
to proper and adequate safeguards to be
determined by the Doard, any person being

a citizen of Uganda in trade and business,

4, To do all such other things as are
incidental or conducive to the attainment

of the above objects,

These goals, like those of the Kenya National Trading
Corporation, can e summarized DLy saying that the main
purpose of the Corporation is to try to break the existing
monopoly exercised mainly by Asians and Europeans in the
import—export business and in wholesale trade, thereby
enabling African businessmen to assume their rightful role

in the commercial and industrial sectors of the country,

As mentioned earlier, the Uganda National Trading
Corporation did not start from scratch, as did the Xenya
Mational Trading Corporation, UIITC succeeded the earlier
African Dusiness Promotion organization. DBecause of its
more extensive activities, the Corporation was granted an
additional working capital of £35,000, -Most eof-the officers
of the original ABP continued to work for NTC, Similarly,
all the credit, assets and liabilities of ADP were trans-—

ferred to UITC,

Like the Kenya National Trading Corporation tlie
Uganda National Trading Corporationts chief functions are to
reduce the number of middlemen between the manufacturexr or
the importer and the African wholesaler or retailer., In its
efforts to achieve this goal, the Corporation does sornie
import and export of certain lines for which it has a

nonopoly. It has also established a number of loan and
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credit schenes which qualified African entrepreneurs can
obtain to enable them to take part in the govermment-—

sponsored commercial activities,

The Corporation so far has acquired a monopoly to
distribute rice, salt, ghee, onions and saucepans,
Effective as of lMarch 3§, 1963, the list has been expanded to
include imported beer and spirits, wines, cement, Ugil shirts,
fishnets, soap, cottonseed o0il, groundnut oil, steel windows
and hoes, The list will undoubtedly be expanded even more as

-time goes on,

The Corporation also serves as the chief clearing house
for the government, During the sccond half of 1967, the
Uganda Government appoints NTC to handle and to distribute
consunicr goods imported from Russia and China as part of
a £1 million grant, Goods from Russia include. cars, oil
products, ferrous rolled metal, textiles, newsprint, fires
and tubes, domestic appliances, soaps, wasking products,
among others, Imports from China by a similar agreerecent
include textiles, light industrial products, metal, . foodstuffs,
chemicals, machinery, instruments, arts and crafts, 1In
return for these imports, Uganda, through the Natiomal Trading

Corporation, exported coffee and cotton to the two countries,

Handling of imported as well as locally-manufactured
zoods has necessitated the acquisition and/or construction
ofdepots for storage and distribution~center purposes. The
Corporation already has built depots in Xampala, ifhale and
Gulu, Other depots are planned for Tororo, Soroti, AfArua,
Hoima, Kasese and Jinja, And, given the necessary funds,

the aim is to have a depot in every major town,

In its activities of importing and exporting goods,
the Corporation has exerted a direct positive effect on the
African entrepreneur. In the first place, the African is
able to get zoods at a reasonable price and thus has a

better chance of making a profit, Second, the building of
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depots .in each district should reduce transport expenses,
in which case the African businessman for the first time
should be in a position to compere with his Asian and

European ‘counterparts.,

It is planned that by the end of 1963, the Corporation
will be operating twelve depots., In each of these depots
there will be field officers, snowrooms and stores. ¥When
these depots are completed, it will e possible for the
Corporation to supply thousands of rural African traders with
the goods they need locally and at fair and proper wholesale

prices.,

Under this arrangement, the long—andured, needless and
expensive middlemen should be reduced to a minimun,
Currently the African retailer purchases his supplies,
perforce, from his wealthier Asian competitors, and pays an
inflated price. The African semi—~wholesaler gets the
supplies at a price that leaves very little margin for profit.
Dy the time he sells his stock to his fellow African mini-
retailer the latter has little chiance of making any profit.
If he puts the price 'a little higher, the customers soon find
out that the prices are lower at an Asian shop nearby, and
they flock to the lattert's shop, leaving the African
retailer with no customers. IDven if the Asian shop happens
to be within a distance of five miles, the Africans consider
it worth the trouble to walk the distance to save a few cents.
This is the most common recason for the failure of most

Africans to maintain their shops.

Sould the NTC scheme get off the ground, the African in
rural areas should be able to purchase his supplies at prices
that are even lower than those the Asian pays, since it is
understood that ‘the Corporation charges for handling could
be covered within a 5 per cent profit margin. In this way
the Affican entrepreneur will become more competitive, and

will be able. to make enough profit to expand his business.
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African Wholesale Companies

A line of strategic importance with respect to the
building up of business skills and arousing entrepreneurial
outlook among African folk is the Corporatiords policy of
initiating and encouraging the establishment of African
wholesale companies. It 1s the Corporation's purpose to
held the formation of at least one wholesale company in
each district. These companies consist of groups of
African traders who reside in the area. The wholesale
companies are not a part of NTC. But, once one is estab-
lished, it becomes the agent and mein distributing center
for goods that come under the monopoly of the Corporation.
The wholesale companies, in turn, are supposed to sell to
African reteilers at a reasonable price.

The establishment of wholesale companies provides
yet another important training ground for budding entrepre-—
neurs. Fach company is a separate entity. It has its own
direcctors, shareholders and a whole organization comparable
to any other company. When individuaels or groups of small
businessmen band together to form a larger company. This
is a step toward acquiring commercial skills for all those
involved in the consolidation. These men and women soon
get into the hebit of buying shares, and this is one of the
best ways of saving and directing funds to profitable
investment activities. Moreover, the very fact of being s
share-holder gives a man a feeling of responsibility. Such
a feeling encourages members to work harder for the success
of the company. What is more important, the member traders
form the nucleus of their own wholesale company. Each of
them soon realizes that when he sells goods purchased from
his own company, he is making a double profit, one for his
own small shop and the other for the wholesale company of
which he 1s @ shareholder. The chain reaction extends even
if .these companies meke a profit, the National Corporation,
too, makes a prefit and is able to expand its aid to more
African entrepreneurs.
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Among its many services, the NTC also aids in- the
formation of wholesale companies by giving free legal
advice and by helping to dreft constitutions. In the
absence of the Corporation, potential wholesgle company
owners would be forced to pay high fees to various private
law firms. Indeed, as is seen in a ‘later part of this
report, the Corporation provides technicians to perform
preliminary economic calculations; occasionally, its field
auditors are made available to Africen traders on request.

Sub-Distributors

In addition to encouraging and initiating wholesale
companies, NTC appoints sub-distributors among individual
traders and companies. There are more than 36 of these
sub-distributors (see Appendix B)™. The Corporation
distributes commodities for which it has a monopoly to the
sub-distributors in such a way that some of the companies
take all of the commodities, while others take one or two
cf the commodities. The reason for this seems to be that
where there is a large and well-established wholesale
company it can take 2ll the commodities. On the other hand,
in an area where there are several equally small companies
each is given one or two commodities. A good example of
this is seen in the case of Karamoja African Wholesale
Compeny, Ltd., which has & monopoly on the distribution of
salt, ghee, rice and onions, while the Gulu wholesale
Traders, Ltd. distributes only ghee.

One major defect in the sub-distributor scheme is that
the Corporation requires the sub-distributors to pay in
cash before they can take goods. This requirement puts a
heavy limitation on the African treders. Most African
traders cannot afford to purchaese enough stock. Those who
try, begin by taking a very small amount of supplies only

1 Appendix D shows that the number of sub-distributors
has grown to over 200 since September, 1968.
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to find that after the whole stock is sold there is little
profit. What is even worse, the African often turns to the
Asian to borrow cash to pay for the goods. Since the Asian
can get overdreft or loans from banks, he gives the money
to the African to buy and sell the goods on condition that
the latter act as an agent. In this way, the African,
supposedly the owner of a shop, earns only a monthly
commission and the Asian pockets the whole profit.

Credit Schemes

Since 1964, when the African Business Promotion was
founded, five different credit schemes have been utilized
to help the African businessman. A total of some
£1,060,000 has been guaranteed, of which £1,041,000 was
actually issued. This feirly large sum was loaned to
African traders under the following schemes: credit
guarantee, bills discounting, hire-purcHase, confirming
and bank loan guarantees. A word of explanation about
these schemes will show how each one operates.

Credit guarantee. The credit guarantee scheme is a

device to help the African trader to acquire sufficient
stock to carry on his business. It also helps to make the
selected traders creditworthy under the NTC guarentee.

Under this scheme, on approved application,2 an African
trader or small group of African businessmen is given a
guarantee of o certain amount of money. Having signed the
agreement, the trader is given a letter of introduction from
NTC to the nearest wholesaler of his choice. The letter
states the maximum sum of money which the NTC guarantees for
30 to 60 days, to cover the cost of supplies.issued to the
trader. '"For this, the Corporation charges only a one per
cent commission.

2 Requirements for qualifying for credit guarantee. are
discussed more fully in a later section of this paper.
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Once the retailer or small wholesale African company
receives the goods, he is supposed to sell them as fast as
possible, pay back the money to the company from which he
obtained the goods, and take more supplies if he wishes,

If he fails to pay in time, the wholesale company charges the
NTC. The Corporation pays the whkolesaler and takes steps to
sec that the money is recovered, So far, defaults or
written—off bad debts have been a very small percentage.
This, however, does not tell the whole truth, i.e., that a
relatively high percentage fail to pay on time and that,
although the money is recovered ceventually (either through
repayment in small installments, or through the sale of
securities), the fact remains that annoyance and inconvenicnce
are caused by failure to pay at the agreed time, A good
illustration of this inconvenience is that of the

144 ,154,65 Skhs, issued to 50 defaulting companies, only
20,406,95 Shs, has actually been received and the balance of
115,747.70 Shs. is being recovered at a slower rate., The
officer in charge of the NTC credit section was confident
that most of the monecy would be recovered. Nevertheless,
even taking into account the current amount of default,

which is about 6 per cent of the total amount issued under

the credit guarantee scheme, the situation looks encouraging.

Two questions now arise: What causes the African
traders to fail to pay back the loans on time? iAnd what are
the rcal as well as the possible effects? The causes for
failure are basically of threce mair characteristics:
inflated prices, dead-stock or slow-movings; and unfair

competitiocn.

The African retailer or small wholesaler company takes

his credit guarantee to an Asian wholesale company. Thwe

Asian company, on the pretext that the goods are to Dbe
supplied on credit, sells them to the African at a very much
higher or exaggeratced price, The African has no other

alternative but to take the goods. He hopes that he can
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put the price even higher and be able to pay back the loan
in time and also to extract some profit. Soon the trader
finds himself sliding backward, for theprices he is charging
are too high for the people in his neighourhood to pay.

In sheer frustration, he must embark on a long-range progran

of delayed repayments,

Worse still, there are usually many Asian shops in the
same neighborhood, These men are not happy to see an
African intruder in their midst. Since the Asian is able to
get supplies at a lower wholesale price, the retailer can
afford to charge a much lower price than the African. Ais
soon as the customers realize the difference in prices, they
buy where the price is lower. The African trader begins to
lose business., He is in o dilemma: if he lowers his prices
he will take heavy lossess if he keeps his initial prices,
there will be no demand. In this way, foreign businessmnen
place him under conditions of unfair and ruthless competition
that virtually slams the door against the African in

unprotected retail and wholesale businesses,

Coupled with inflated prices and unfair competition

is the problem of dead-~stock, Practically every African

the writer interviewed gave instances of Asian wholesalc
companies that issue goods for which they know there is no
demand, Once the goods are taken away, the trader cannot
dispose of them within the 30 or 60 day limit, no matter
how hard he tries., Obviously, he cannct pay on time. The
wholesale company which issued the goods makes its claim to

HTC which, according to agreement, has to pay in cash,

This practice of unloading "dead-stock" on the
unsuspecting African trader has had far—-reaching effects,
In the first place, NTC nmust spend its meagre capital in
paying off the credit guarantee, In the final analysis , the
position of the Corporation is turmned into that of agent for
the existing Asian and European wholesale companies. These

companies make good profits while NTC incurs losses., In
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consequence, the Corporation cannot extend credit to as many

traders as it needs to.

It seems that in actual operation, the credit guarantee
scheme is rather defective and that a revision is called for.
Instead of guaranteeing credits, the Corporation should
select a small number of goods, either imported or
manufactured locally., The Corporation should then be given
exclusive rights for distribution throughout the country,

The approved African wholcsale companies would then be

supplied with the goods on credit,

Assuming that the Corporation would select goods which
are quick to sell and which are in high demand by Africans,
the Corporation could charge a proper uninflated wholesale
price, and the traders would have a much better chance of
disposing of the goods quickly and paying back the loar on
time., Even in cases of inevitable delays, the Corporation
‘-would not incur such exorbitant losses as it does now,
since there would be a onc~channel process. Moreover, it
would be possible for the Corporation to get goods on credit
from the manufacturers and supply them on credit to the
African wholesale distributors at a low price, The latter,
in turn, would dispose of the goods to African retailecrs.,
Having purchased the goods at low prices the retailers could
also charge a relatively lower price, This would draw in
many African customers., Witk a marked increase in effective
demand, the retailers would be able to make profit with
which to expand their purchases from the wholesalers, And
the more the retailers buy, the more the wholesalers will
demand from NTC, and the more the Corporation will be able to

expand its credit facilities to African traders.,

It must be observed also that, if one can safely assume
that the wholesalers will choose to-sell the goods to
retailers at a reasonably low price, the latter could also
sell the goods to their customers at a lower price. This

would mean that nore Africans would be able to afford the goods
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they now rmust do without because they cannot afford to pay
today'!s prices, COCnce thhe price of goods are within the

neans of the majority of the populaticn, the result will be
an expanded effective demand, an increase in profits for both
retailer and wholesaler, and a financially healthy. Ilational

Trading Corporatiomn,

Bills—discounting sciiene, A second and very important

&

credit schene is known as the bills~discounting scheme.

This is a device to help African traders who are interested

in offering tenders for supplying materials to hospitals,
schools and colieges, prisons and other institutions.

Usually payments from sucr institutions are prohibitively
slow., o Africam trader can afford to buy goods or food-
stuffs to supply, say, a kospital for the first month, IHis
funds are limited., When paymient is delayed and he carnot

get an overdraft from any banlk, he fails to continue supplying
to the institution. And immediately his tender is taken up

by another company, usually by an Asian company.

Under the bills—discounting arrangement, IITC pays
90 per cent of any account to arn African trader whko produces
a certified delivery note or invoice., The institutions
wkich buy the supplies malze direct payment to the Corporation,
When the money is received, IITC decducts 1.25 per cent of the
renaining 10 per cent as their cormission and the trader

talkes home thie remaining 8.75 per cent,

In this way tendering becomes almost a cash-—down
business, . The African trader has the crucial requirenment
for operational capital and e can maintain continuous
supplies to the satisfaction of his customer as well as the
sources of his supplies. Practically every trader inter-—
viewed in Uganda was appreciative:of the scheme, and all
wished to see it extended to other lines of business,
especially to building and conastruction, a nuch more profitadble
line, and one whieh so Tar is tightly monopolized by thwe

Asians and ZEuropeans,
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Confirming sclhene, The confirming scheme is a device

to encourage and give aid te the few African traders wiro are
entering the import business,. lMNost of these Africans are

not kmown outside the capital city of Uganda, Xampala.
Foreign exporters in London, Ilew York, Tokyo, lMoscow, Paris
or Peking would Lesitate to accept an order from an unknown
Lfrican, This is partially due to the fact that Africans are
so new to the import trade that very few of them understand
the intricacies of Toreign trade., . They cannot afford to nay
the customary agency fees in foreign capitals, and they laclt

sufficient securities to zuarantee payment on delivery.

To reduce these deficiencies, the African importer
passes hris orders through 1TTC, The Corporation makes
contact with its foreign agencies for the particular goods.
The order is made, and the Corporation guarantees payment on
delivery. Once the goods arrive, they are issued to tk
trader on 60-day credit terms. ZIere again, the trader is
able to sell the imported zoods without having to pay cash
down. The Corporation charges a 2 per cent commission and
a small interest is also paid to -the bank which provides the

initial capital,.

The number of Africans helped under this scheme is
understandably very small, OCnly seven individuals and
companies have nade use of these facilities since 19614,

A total of £7,250 has been guaranteed, of which £5,471 was
actually issued, and £554 (or 10 per cent) is being recovered
slowly., The latter item is not written off as a bad debt,

but was not paid within the reguired time.

The confirming scheme should lead to profitable trade.
If the African traders are well advised, and they import
fast-selling goods, they should be able to charge competitive
prices and male good profit without exhausting their meagre
capital. Indeed, it siould be the duty of the NTC officers

to make local demand studies for various products, and to



advise the African importers concerming purchases that would

be profitable or =not,

Hire—purchase guarantee. Under the hire-—purclhase

guarantee, NTC helps African businessmen to acquire trucks
or lorries wlkich are essential to the progress of their
business, The Corporation acts as.a guarantor in the hire-—
purchase agreement, and finance companies extend credits,
The trader buys the vehicle at a low rate of interest and
is allowed to pay in easy installments. Before the trader
can be given the guarantee, however, he must pay at least
25 per cent of the value of the vehicle in cash, or trade

in another vehicle which is worth the required down payment,

So far, the Cecrporation has guaranteed credits
amounting to £94,915, of which £7,485 (about & per cent) is
under default. Defaults in this case often result from
accidents when the vekicle is involved in a collision or
poor handling, In every case the owner's expenses have
risen at a higher rate than his profits, and he has failed
to pay his installments., Vhen this has happened, the
conpany which financed the purchase of the vehicle has
claimed its payment from 1II7C. . The Corporation pays, and
then must try %o recover the money through lezal means or
by selling the trader'!s securities at auction. The § per
cent default rate, however, is not a total loss to the
Corporation, for most of the money is eventually recovered.
Moreover, comsidering the poor roads in some sections of
the country and the.low general level of education attained
by the drivers, the present rate of default is to be
expected., The fact remains that these delays in payments
discourage the Corporation from expanding its credit facil-

ities more liberally to African businessnen.,

Comnmercial bank loans. In some special and excep-—

tional circumstances the Corporation acts as a guarantor of
8

loans made by the Uganda Commercial Bank to African traders.,
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The trader must first be highkly recommended by IITC officials
and he will be comsidered only if other credit facilities
cannot suffice., Very few African traders have been helped
in this way, but it is nevertheless an indication of what
the Corporation can do to expand credit and loans to
Africans, This system enables a greater number of African
traders to become creditworthy so that eventually they might
be able to obtain loans from other banks, or even become
eligible to use the bank!s overdraft facilities, Of even
greater importance, these loars would gradually reduce NTC!'s
burden of being the exclusive source of credit to the

thousands of would~be entrepreneurs in Uganda,

Requirements and Qualificantions for NTC Credit Sehemes,

The four credit facilities (crredit~guarantee, hire-~
purchase, bills-~discounting, and confirming scheme) are
extended to traders who qualify by fulfilling the following

reguirements:

1. ¢Credit—guarantee. A trader can gualify for thkis

facility if: (a) he has been in business at least one year;
(b) he is keeping his books well and shows a simple balance
sheet; (c) he shows a monthly turnover of at least 35 per
cent of stock in~trade, and the value of the stock is not
less than 4,000 Shs.; and (d) ke has tangible securities in
the: form of land, buildings or personal guarantee by a
person of high standing. In the case of corporate companies
life insurance policies must be held by all the directors

as additional security; and all major assets, such as build-

ings and machinery, must be covered by insurance policies.

In this connection, several points command special
interest, The requirement that a trader must have been in
business for at least a year gives recognition.to the need
of Africans for more experience as entrepreneurs; it also

indicates that many African entrepreneurs are Jjust getting



started in cormerce., At present, if a longer period of
experience were required, very few Africans could qualify,
On the other hand, a period of less than a year would be too

short to guarantce miminum efficiency.

i second point refers to the security requirement which
calls for a property or life insurance policy. This
requirement has a very important cecducational value, in the
African traders arc beginning to insure not only their lives
but their wvaluable premises as well, This is valuable to
them in two ways: it encourages savings, and it gives both

borrower and lender a feeling of greater security.

A further point of significance is that, even if a
trader does not have insurance or other tangible securities,
he. still can get a credit-guarantee if he is introduced by

a person. of high standing in his community.,.

2, Hire~purchase guarantee. Under this type of

guarantee, the applicant must convince:NTC officials that

he is a prospective transporter. of his or other peoplets
goods., This he does by producing .a .copy or copies of
contracts, He is asked to ocutline fully all the activities
on which the wvehicle is to be employed. The applicant must
raise 35 per cent of the cost of the vehicle before his loan
can be considered by the corporation., And the vehicle is
not allowed to go out of the shop unless it is coverced by a
comprehensive insurance policy for a minimum period of 18

mnonths,

Similar to the credit—zuarantee scheme, the hire-
purchase guarantee demands tangible securities: the owner
must have a life insurance policy, and the premises where

the vehicle is kept must all be insured,

3. Bills~discounting scheme., In order to qualify for

this scheme, the prospective applicant must be a man of

integrity and must show evidences that he is a supplier to



recognized institutions, such as prisons, hospitals, schools
and hospitals, And these institutions rmust support the

applicant in writing.

Confirnming scheme. To obtain credit under this

scheme, an African trader would be venturing into imports
from abroad. He has to raise 20 per cent of the initial
payment and be. able - to finance the expenses involved in
opening a letter of credit. The goods to be imported must
not include those under the monopoly of NTC. Furthermore,
the prices must be low enough, and the market for the goods
must indicate sufficient local demand, As in the other

types of credit guarantees, there must be tangible securities
including insurance policies and/or a guarantee by a known

pPerson of high standing.

These requirements have significant implications.
They offer a form of training through practice, Would-be
African traders are required to form good habits of saving
by buying insurance, and by having to finance up to 25 per
cent of the initial cost of purckases., The trader, thus,
must choose to sacrifice certain luxuries in favor of
accunulating the nmoney he needs for his business ventures,
The requirement that he be introduced by a man of high
standing in the community is a feature that creates in him

a sense of integrity among the businessmen.

We have already noted that these credit schemes have
enabled a number of Africans to enter the field of retail
and wholesale trade. The number of Africans who have
entered the field of commerce is still very smallj never—
theless, it is on an upward trend. In all, the HITC has so
far extended credits under different schemes amounting to
almost 23 million Shs., Before this, in its three years of
operation, the African Business Promotion pﬁf more than
20 million Shs., worth of business  into--the hands of the

Africans through -short-term financing sck-mes. The schenes
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being continued by the HNTC are showing substantial success,
Since 1958, when only about 10 per cent of the nation's
retail business was handled by Africans, it is estinated
that today tle ratio has risen to 42 per cent, representing
trade "worth some £23 million; and the figure is steadily
rising, These trends are encouraging, particularly where
we reckon that barely ten years ago the volune of trade in

the African hands was almost nil,

Other Services

The Corporation plays another fundamental role in
offering wvarious services which could be grouped as training
and commercial discipline. There is a trade supervisor in
each district whose chicef responsibility is to advise
district businessmen on technical problems. He convenes
traders! meetings, explains the policies of the Corporation,
and helps those who want to form joint companies or whole-
sale companies, The supervisor also functions as the
coordinating officer between tie traders and Corporation
headquarters., The Corporation- also employs a small numier
of field auditors whose services are available to traders
who invite them, Thiese auditors, ‘it appears, would be more
useful if all traders who utilize the Corporationts facili-

ties were compelled to have their books audited annually,

Probably of even more fundamental importance are the
seminars which the Corporation crganizes. Occasionally
seminars ‘are held for traders at District headquarters,

In these seminars, specialists (including those from the
United Nations) teach such subjects as industrial law,
human relations, financial management, budget control,
marketing and sales techniques, elementary book-~keeping and
other relevant topics. Average attendance is between 40

and 50 businessmnen,
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As a supplement to all these services, the Corporation
publishes a monthly bulletin which deals with.many subjects
of interest to traders. Articles range from.the activities
of the Corporation, to such matters. as. the techniques cf
starting a shop, how. to run a khotel, how to prepare a
balance sheet, how to detect slow-selling or fast-—selling
lines, various credit systems and the advantage of credit
facilities, how customers are best handled, advertising
techniques, and related topics. The bulletin also publishes
a monthly surmary of trade reports, pointing out suck things
as the major exports and their prices, and the balanqq_of
payments situation of the country, These publications are
supplied free of charge and arce written in a style that any
trader who had completed six years of school could read and

understand,

Cormercial Activities

The Corporation, UNTC, undertakes business activities
for small commercial firms, and engages in import and export
enterprises, The inports comprise mainly such consumer
products as ghee, butter, salt and rice. Its exports consist
largely of commodities which are manufactured locally., Chief
among these are sugar, hoes, cenent, gypsum, textiles,

Ugil shirts, matches, iron sheets, Uganda batis, steel rods
and steel bars, waragi (local spirit of the vodka class) and

other itens.

The major imports are surmarized in Table 3, which
lists the commodities, the countries of origin, and the

value of the conmodities,.

Imports amounting to more than 6 million Shs. were made
during the first half-yecar the Corporation was in existence——

a truly remarkable rccord,

On the export side, the Corporationt's chief market is
Congo and Rwanda, The leading export commodities are

locally-manufactured sugar, cement, hoes, salt and pangas.



As is shown in Table &4, in its first nine months of operation

A
the Corporation'!s exports reached a value of over 6 million Shs?
It is seen in this table that only four major commodities
account for most of Uganda'l's exports for this period, DIut
the. total volume. of exports to Jongo, Rwanda and Burundi
reached about 6,5 million Shs, Other goods not shown in
Table % included gypsum, textiles, Ugil shirts, matches,
iron-shects, Uganda batis (iron-sheets), steel rods and

steel bars, and waragi.

There can be no doubt that the volume of trade between
Uganda and Congo—~Rwanda could have been larger if it had
not been for the military troubles which disrupted the
Fastern Congo, Once the rcegion returns to normal, INTC should

expect to enlarsze its exports,

3 National Trading Corporation, "INatiomal Trading Corporation
Exports," llonthly Bulletin 1io,10 (Kampala: Governnent

Press, 1967), p.3. During the last ten months of 1967, UITC

exports to Rwand, Burundi and Congoc amounted to more than
B 323, 7004 . .
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These activities of import—~export enterprises have
had sonte positive influcnce on the African traders. 1In the
first place, the few Africans who are engaged in the trade
are naking appreciabdle profits. In the second place, and
possibly the most impoxr - ant is that these people are being
exposed to valuable training in international Dusiness
transactions., The valuce of this training also applies to
the NTC officials.who.are.doing most of the transactions,
because these are young men, mnost of whon have acquired
university degrees, oxr the equivalent in actual cormmerce,
econonics and bLusiness experiencce., These men, too, are
getting first-hand. experience in-the skills of cormercial
nanagernient, Onc can assume that, as the Corporation expands
its activities, nmoxc opportunitics will be available to more
young officers to join the Corporation., In time there should
be an accunmulation of men and women who have acquired
industrial skills, From this pool it can be expected that
sorre entreprencurs will have the requisite knowledge to

branch off and open up their own enterprises.

To date, it may be observed, the Corporation is not
exerting the infliuence that was expected of it., It sccms
that its purchasing policies ayre not engincered to the
naxinmum stinulai"on of A” - i entreprencurs, This is so
nainly becausc tlhiec Corporation pays cash to the manufacturers.
In turn, the private traders must pay cash. to the Corporation
before their oxders can, be approved. - This requirement puts
a heavy limitation on the amount of possible African
participation in the business. In fact, in Uganda exporters
are almost exclusively Asians and Turopeans, The only
exception is a very smdll, indeed negligible, number of
Africans who belong to tine Uganda MNational Traders
Association., The Association talkes part in the export
business so the few Africans do Ixave ‘some small share in the
trade, There is no doubt £hat if the Corporation'!s purchasing
policy were different, many more Africans would enter the

import—export businecss,
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Concludingz Statement

National Trading Corporations are some of the major
post—~independence ccononic institutions in East Africa.
The Corporations have influenced the African entrepreneur
in two major areas: (1) throusgh direct financial assistance
in various forms of credit and loan facilities; and
(2) trrough education, The latter consists of many forms,
such-as offering workshops and training courses periodically,
initiating habits of saving, arranging for people to learn
on. the job, encouraging sucli commercial activities as
orzanizing wholesale companies, and coming into contact

with import and export problems.,

The Corporations were founded by the respective

governments to promote the participation of African businessmein

in the field of commerce by providings wholesale and credit

facilities, This ras been probably the most strategic

development for inmproving the economy of EFast African nmations
since the econd of colonial rule., Ilevertheless, to date,
African businessmen have had very linited access to commercial
hanking and credit facilities. In order to change this
situation, a number of credit schemes have been devised,

In Kenya, successful applicants are given credit in kind.

This scheme has been successfully employed in the distribution
of a number of basic commodities, such as sugar, more than

90 per cent of which is now in African hands. In Uganda

a nunmber of credit schemes have been devised~—the credit
guarantee, the coafirming scheme, the hire~purchasing sciiene,
and the discounting scheme., Bach is aimed at assisting
Africans to participate in commercial activities., A
substantial minority of Africans have utilized the Facilities
to start a good number of small /African wholesale and retail

companies,



The credit guarantee schere 1in Uganda appears tc be in
need of revistion, The scheme places the African entrepreneur
in the position of azent for the Turopean or iAsian wholesale
companies with which he deals, which neans that the foreign
wholesaler pockets most of the profits, while the benefits
which accrue to the African are small. TWholesalers devise
other sharp practices, as well, for seeing to itv that the
African shop-keceper cannot dispose of his goods in time to
repay hiis loans, The Corporation must pay his obkligation,
and the businessman becomes one of the defaulters., Under
this system, neither the businessman nor the MNational
Corporation benefits., In spite of certain imp:rfections,
however, there is no doubt that the credit schomes have

stimulated and cncouraged African entreprcncurship.,

One of the key fcecatures of the Tational Trading
Corporations 1is their monopoly privilezes, Tk government
decides on the type of commodities which are tc be dis-
tributed exclusively by the Corporation thrcushout thke
country. Such 2 decision is usually made by *+he Minister
of Commerce and Industries, and the Corporatiosn does the
implementation., Once the decision is made, any businessman
wiio wants to sell the goods rmust apply throush the Hational
Corporation, is a matter of policy, omly Africans are
allowed to act as agencies or sub~distributcrs. This policy
has encouraged many African entrepreneurs to take part in
commercial activities, The monopoly feature is aimed at
enabling Africans to obtain goods at low comvetitive terms,
In both Uganda and Kexnya the list of cormodities included

under monopoly distribution - is growing larger aid larger,

This policy of monopoly acquisition is so strategic
that it requires ‘long-term planning. This requires, as an
initial step, a carceful study of the types of goods whkich
can easily e handled by African entrepreneurs, Then, niore

complicated lines of trade should be studied, and put on the
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waiting list. . At the same time, would-be African business-—
men should be surveyed, and given training for specific
lines of trade. As soon as a number of African businessnen
have acquired and demonstrated some skills, more complicated
lines of tradeé can be made available to them, utilizing the
IITC!'s distribution monopoly. VWith a long-term plan and a
systematic scheme of acquiring monopoly distribution of
fast=selling goods, all done steadily, step by step, a
greater numbexr of entreprencurs can be expected to cnter

commercial and industrial activitics.

Purchasing policy is another feature which is in need o
revision, 4t present, the Hational Trading Corporations mus
pay cash down for any cormodities they receive from
manufacturing firms., This means that all African sub-
distributors must also pay cash to NTC before their orders
can be approved, Very few African businessmen have the
cash to pay for all the pgoods they need, And so, the
Lfrican trader makes arrangements for delayed payments to
tke wholesaler, who turns out to be an Asian, . Unable to
meet his payments on tinme,. the African then becomes mncrely
an agent for the Asian-——~and the purpose of the law is

defeated,

It seems- that one sclution to the problem would be for
the National Trading Corporations, themselves, to get the
supplies from the manufacturing firms on credit terms.

The distributors would nmake better profits; in turm, the
Corporations througlh cormission charges would accunulate
mnore capital which it could use to expand its activitics in

the stimulation of iAfrican entrepreneurial participation,

Indeed, the Illational Trading Corporations have becone
significant cormercial institutions. They are engagzing
in import and export enterprises, and in’ the distribution
of locally-manufactured goods, The two corporations iave
already showrn an over-all profit, and there is every

reason to believe that they will expand their activitics
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and exert a powerful influence on the national cconony.

The deeper value of their success lies in the example wihiici
the Corporations are setting for the African entrepreneur,
denonstrating the value of education, planning and personal

integrity,

Cn the whole, if one should be asked whether the
Wational Trading Corporations are achieving their zoal of
promoting the participation of .fricans in commercial enter-
prises, the answer would bte, without qualifications, Yes,
Considering the small capital available to the Corporations
and the short period since their foundation, the number of
Africans who have entered cormerce throusgh the help of the

Corporations 1is encouraging.

In brief, the National Trading Corporations perform
a twofold role in improving entrepreneurial activity among
Africans: (1) they serve as catalysts, and (2) they furnish
training grounds for acquiring commercial skills, The role
of catalyst is performed by giving financial assistance
under various credit schemes, UWith respect to their second
role, they perform a vital training function by organizing
courses, offering free consultant services, and organizing
and promoting African wholesale companies. There is no
doubt that these corporaticns have a great potential for the
stimulating entreprenecurship in zast Africn, What is badly
needed before the Corporations carn expect naximum results is
planning both the long~term and short—-term coordination of
their various functions and activities. When tinis is done,
there will be less waste, more profit, and greater
participation by Africans in commercial and industrial

enterprises,
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APPEHDI

NATICHAL TRADING CORPCRATICN QUALITYING
REQUIREMENTS FCR CREDIT SCHIME

Lfosistoant Manogor. To: Chicf Exccutive lanager
Credit, IMinonco

and Tradining

Hampala
2Cth November, 19867

QUALIFYING REQUIREMENTS FOR MNATIOIAL TRADIIIG
CORPCRATICI!S FOUR SCHEMES

CREDIT-GU/RAIITED OCHLID:

Tie

b,

The applicant rmust have been in business foxr not
less  thaon one vear,

The appliecant pust be. in possession of  reasonablly
well kept books of accounts. Companies or Paritner—
ships should produce the latest Dalance Sheots,
duly certified by gqualified .ccountants,

The applicant should have an average nonthly turn—
over of not less thern 35 por cent of the stociz—in-—
trade, .In any case, the valuc of the stoek should
not be less than 4,000/~

The.  applicant should be able to offer tangible
security in the form of land, building(s) or

‘personal muarantce of a person of ‘high standing,

The Life Imsurance should be. additional tco other
securities and, in case of corpoerate bodies,
directors must also themselves give personal
guarantees, - In ony case,. the value of securities
should not be less than the agount applied for,
In the case of companices, both tho goods and ‘the
ghop bulilding must be covered Dy an insurpnco
policy,

After BLoing recommended for the facility, the
applicant should be required to submit a Monthly
Return showing the latest position in regard to:

i, Total wvalue of goods taken from a supplier(s)

ii, Amount of money paid to the suppliers after
the first 60 days,
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iii, The outstanding amount in arrears (if any).

Failure to.do so should lcad to immediate withdrawal
of Credit Guarantee,

f. The suppliers should be required to notify the
Corporation or its representative (in up~country)
inmediately the trader withr the credit—guarantec
defaults, rather than wait for two or more months
as has been tlhie case hitherto,

HIRE PURCIAST SCHTME:

a. The applicant should be a prospective transporter of
ris own goods or somcbody!s goods. He should also
produce a copy or copies of contracts, if so employed.

be The applicant should supply details of costings at
the time of applying. These should be-closely
scrutinized before acceptance,

c. Activitics on which the vehicle is to e cmployed
should be fully outlinecd,

d. The applicant should e in a position to raise the
initial  percentage of 35 per cent,.

e. A comprchengive insurance policy must cover the
Hire Purchase Agreement period or 18 months, whichever
is the shorter.

f. In addition to vehicle as sccurity, other tangivle
sccuritices should be offered, in the form of cask
deposit in the bank, land/buildings insurance policy
or personal guarantee by a person of igh standing,

In casce of corporate bodies, directors must also

themselves give. personal guarantees,

e« The applicant should prove that he has taken out an
insurance, policy of his own (life insurance).,

h, Unless prior arrangements are made witk the financiers
for deferment of payments of an instalment,
National Trading Corporation is .to direct financiers
to effect seizure of the veliricle on default of two
consecutive instalments.,
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i. The applicant will have to undertake to get the
vehicle inspected every six months (by a recognized
vehicle valuer) and will be required to put down
fees for the inspection and valuation on being
informed that his application has been accepted.

If the inspection and valuation of the vehicle
reveals that the value of the vehicle is below its
book~value, the Corporation may repossess tiwc
vehicle.

je In case of a bus operator, the applicant should be
expected to produce a lotter from the Transport
Licensing Doard, specifying the route he will be
opcrating on.

DILL, DISCOUNTING SCHENDS

a. Applicant must be a well recognized businessmon of
hith standing and integrity.

be Applicant must be dealing with recognizable

Government bodies or institutions, such as schools and
colleges, .He must also be able to. producec written
docuntents supporting hiis contract.

c. In order to ensure that money payable to the
Corporation was not paid to .iAfrican businessmen
after their invoices had been paid, the lanagement
should write to keads of departments or institutions
asking them to sec that payment was made to the
Corporation under the deed of assignment,

CONFIRMING SCITlils

a. The applicant must put down 20 per cent and meet
expenscs involved in opening a Letter of Credit.

b. The scheme must be confirmed to purchase of goods
not handled by the Corporation,.

c. The prices must be competitive and the commodity
gsalable.,

d. Forecasts of marketability must support the
aprplication,

c. The applicant should offer a tangible sccurity in
the form of land/building insurance policy or
personal guarantee of a person of high standing.
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