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AGREEMENT BETWEEN M C M D | SF ON THE

VUWVI SILE M NI FURNI TURE FACTORY

BF and ANC annual discussion were held on 20/02/1992 in Mzi mhu.

The neeting noted that the tal ks cone about at a tine of rapid politica
change in South Africa and at a tine when the AM was term nating nost of
its activities in Mazi nbu and Dakawa and preparing to hand over the
settlenents to the Tanzani an People. Future ownership of the factorg was

still being negotiated. |ISF pledged its commtnent to supporting the
Project through the transition period.
OBJECTI VES.

It was agreed that the main objectives of the 1991 Agreenent had been net
satisfactorily.

It was further agreed that the main objectives of the project in the
transition period are:

a. to transformthe project into a self-sustatntng and profit generattng
enterprise.

b. to prepare for a transition to a Tanzani an nanagenent of the project,
i rrespective of ownership.

c. to conmplete the devel opnment of the factory.

It was noted that the factory was operating as a regi stered conpany with
its own bank account.

The neeting took the follow ng key decisions to further place the factory on
a sounder financial and economcally sustainabl e basis:

- that a systemof Local (LPG and External (EPCI) Purchase Orders be

i ntroduced for all inputs to the factory.

- that an External bank account he opened to facilitate sales in foreign
currency and external purchases.

| SF woul d transfer any contributions through this account.

It was considered that in order to achi eve these objectives the factorg stil
required an el enent of external participation. It was therefore resol ved
that the validity of this agreenent would be fromd/0l/ 1992 to

30/ 06/ 1992.



FEASI Bl LI TY STUDY

At |l east 3 options remain open for the ANC regardi ng the future ownership
of the project, 912:

e. The ANC could hand the factory over to the Tanzani an yovenmmrent,

b. The ANC could own the factory jointly with the governnent or

possi bly some third party,

c. The factory could remain entirely in the ownership of the ANC.

The neeting resolved that a Feasibility Study be conm ssioned to consider
the viability of these options and the need for any further externa
assi st ance.

The study will be conducted by a team of suitably qualified Tanzani an
experts. The terns of reference and a budget will be prepared by ANC and
the costs met by I SF. The study should begin no |ater then end April 1992
and its report presented to AM: and ISF no | ater then and May 1992.

AUDI T.

It was further agreed that in order to conplenent and facilitate the
feasibility study an audit of the financial records of the VMFF for 1991 and
the first quarter of 1992 be conducted by an independent Tenzni an auditing
firm

The conditions will be the same as for the feasibility study.

PERSONNEL.

The M C will enbark on a recruitnent drive for suitably qualified Tanzani an
counterparts to take over the operation and nmanagenent functions of the
factory.

In the interimISF will neet the salaries of the 2 ANC Managers and the
Techni cal Advisor up to end of June 1992.



OTHER | SF | NPUTS.

The neeting agreed that | SF would provide the VHF F with a conputer and
some spare parts ordered in 1991.

It was agreed further that no mgjor investnents be nmade until the results
of the studg are considered , however |ISF nmay continue to investigate
possibilities of acquiring additional machinery reconmended | ag the

Eval uati on Report. No assets or profits would be renmoved fromthe factorg
during this period.

EVALUATI ON REPORT.

The neeting noted the positive outcone of the Evaluation of the VHFF

proj ect undertaken by a team of Finnish experts in Septenber - October
1991 and resolved that the Report be made available to any future owner of
the factory.

REVI EW MEETI NG.

A Review nmeeting will be held in June 1992 at a date and venue to be
decided at a | ater stage. The Review will study the results of the
Feasibility Study and exami ne the need for future | SF/ ANC coopperati on on
the Furniture Factorg project.

Done in quintiplicate in Dar es Salaamon 1 1th of March 1992.
International Solidarity Foundation African National Congress

18F AHC
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CLOSI NG REMARKS
| "1 B Al

| saac Mekopo opened the neeting. He wel coned the F innieh guests on
behal f of the ANC.

In his introductory remarks the Director of Mazi mbu and Dekewe noted
that these tal ks were taking place in a new phase of the ANC s exi stence
i n Tanzani a:

In Aprit 1991 the NEC of the ANC had decided to phase out it’'s

presence 1n the settlenments over a period of 2 years;

I n Decenber 1991 a decision was taken to terminate activities 1n
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Tanzania with i medi ate effect and to hand over the settlenents to the
Tanzani an Bovenment bg .June 1992.

1.2 These deci sions were brought about bg the positive pace of politica
change in South Africa since the unbanning of the organisation and the
priorities that had energed. On the Tanzanian front the repatriation
programme under the auspices of the UHHCR was in full swing and the
process was expected to be conpleted by April 1992. On the home front
recent political developments, and in particular the convening of the |ong
awai ted Convention for a Denocratic South Africa (CODESA) had brought
about increased responsibilities which denmanded maxi num attention

human resources and funding fromthe ANC

1.3 A core group of s-15 personnel was expected to remain for winding up
tasks and an Assesment Team from headquarters was already in Tanzania

to take stock of all propertg and coordi nate di sposal (sale, transfer to
South Africa and hand-over to Tanzania) of assets. A high |eve

del egati on was expected shortly to continue negotiations with the
Tanzani an Gover nment .

1.4 The Director thanked | SF which together with the Internationa
Conmunity had made a great contrlbution and many sacrifices which had
brought us to this juncture. He hoped that the excellent coopertaion

bet ween t he Organi sations would continue to flourish.

20D"AIl F

2.1 In her introductory remarks Hel ena Laukko t hanked the AHC for the
war m wel come they had received. She noted that the situation was

i ndeed different fromwhen the last talks were held in 1990. 18F was
closely following the situation in South Africa and was glad to note the
rapi d pace of change. 18F, which was represented at the first ANC
Conference in SA was satisfied with the return of exiles and hoped for

1 urther change in SA

2.2 I SF had been requested by the ANC to continue support during the
transition period and the ISF Board is willing to do so. However |SF did
not have sufficient information on the views of the ANC regarding

conti nued assi stance and was approaching the tal ks an open m nd



2.3 The mj or objective of ISF was for the factory to remain in operation
as a viable setf-sustai hing economc unit and the task of the neeting
was to determine the optimumline for continued | SF assi stance.

3.0 W

In reviewi ng the 1991 Agreenent the ANC noted that the nmjor

obj ecti ves had been met satisfactoriiy. These are:

a. To provide ANC with furniture for housing purposes.

b. To provide the construction departnment with fini shed wooden

materi al for housing construction purposes.

c. To produce self-sufftctencg through devel oping the furniture

factory into a profitable and seif-supporting unit owned by ANC

d. To provide upgrading opportunities for ANC nenbers in craft skills
and managerial capacity.

3.2 The needs of the ANC had been fully met and with the conpletion of al
ongoi ng construction:- Narch/April 1992 the objectives of supplying
furniture and construction material will cease to exist.

3.3 As the bal ance sheets of the Factory indicate at first glance the factory
has the potential of being a self supporting, income generating entity.
3.4 The ANC noted that key decisions taken at the |last tal ks (opening a bank
account, allowing the factory to sell excess production on the open

mar ket and all owi ng the Factory to receive noney fromdonors to supply
ANC needs) had inproved the financial basis and cash flow of the

factory which inmproved production planning.

3.5 Shortcom ngs noted were that the bank account was subject to msuse
by certain factory enpl oyees.

Al so external funds could not be placed in it.

3.6 In 1991 the factory was given greater autonony and steps were taken
to obtain a trading licence.

3.? The ANC acknow edged the role played by the Techni cal Advisor, Leo
Soder qvi st and noted that the Managenent had now gai ned sufficient

know edge in many technical, production and administrative matters to



be able to run the factory.

3.8 Personnel Training had not taken place in 1991 due to the withdrawal of
ANC personnel fromthe project follow ng decisions to phase-out. The

two conrades contracted to remain in the project had however gained
trenendously fromthe experience.

3.9 ISF 1nputs of spare parts and raw material3 to the project had assisted
the factory in its operations, but due to insufficient comunication
within ANC, sone relevant AHC authorities are not aware of the

contents or whereabouts of a consignment of goods purchased for the
factory.

3.1.0 The ANC thanked 13F for naking it possible for the facorg to purchase
a truck and noted that despite | ackof consultation the choice had been a
good one.

3.1.1 The evaluation of the project had been conducted as agreed.

3.2.1 15F noted 1ts satisfaction at the ful fmmrent of the stated objectives
of the factory and agreed in principle with the ANC assessnent.

3.2.2 It was noted that new financial procedures had been inplenmented in
the factory, qualified accountant enployed and a system established

wher e managenent deci si ons were conveyed to the ANC authorities

| ocal ly.

3.2.3 I SF expressed regret that the Education Plan could not materialised
due to changes in the ANC situation

3.2.4 O the total budget of $120 000 for 1991 F | NNI DA had contributed

S 90 000. ISF agreed to provide the ANC with a statenment of accounts.



3.3 W

3.3.1 that a systemof local (LPG and external (EPO purchase orders be
introduced with the Factory Manager as signatory and the ANC copi ed.

3.3.2 that the factorg open an external account for external purchases and
foreign currency sates.

3.3.3 that the Board of Directors be formally constituted in order to ratify
production plans and profit distribution.

3.3. 4 ot her recomrendattone were contained in the Evaluation report ained
inter alla at the inprovenent of the econom c admnistration of the

fact oru

4.0 W

4.1 15F apol ogi sed for the delay in making the English version of the Report
avail able to the ANC

4.2 The report was satisfactory though 15F woul d have appreci ated nore

participation fromthe ANC on econom c iSsues.

4.3 The Report points out that:

- basic planning at the Factory was satisfactory

- utitisation of machinery and raw materials was satisfactory though
the factory was not operating at full capacity.

- there are sone shortcomings in the admnistrative, financial and
personnel training fields.

4.4 The Report indicates a good return on investnents for 1986-1991
(18F 1.4 mmand a total of S 2 mn including other inputs). To further

i mprove this assessnent a cal cul ati on needs to be made on how many
houses etc were built and how many peopl e benef 1tted. Al so hidden costs
and over heads provlded by ANC nust be consi dered.

4.5 The Report points to the need for further investments in a study of the
mar ket, skned staff and training, a catal ogue (already produced) and
sone of fice and factory equi pnent.

4.6 Already sone technical and other recommendati ons of the Report have
been inplenented and it was decided to nake the Report available to any
future owner of the Factory to use as a pl anni ng docunent.



5.0 W

5.1 Three options, which would be f inatised with the Tanzani an Gover nnent
were avail able to the ANC

t). The ANC could hand the factory over to the Tanzani an Gover nnent,

2). The MC could own the factory jointly with the governnment or

possi bly some third party,

3). The factory could remain entirely in the ownership of the AME

5.2 The primary objective of the AM is to ensure that the F actorg becones
i ncome generating enterprise requiring mninmmexternal inputs and
dependency.

Anot her objective was to lay the basis for the gradual transfer of the
Managenent of the factory to Tanzani an professionals irrespective of the
option foll owed.

5.3 The major objective of ISFis to complete the devel opment of the
factorg into a viable, self sustaining unit. Though this was realistic |ISF
felt that the factory woul d not becone a 'goldmine’ for the owner.

5.4 ISF therefore felt that AND should al so consider the option of selling the
f ectorg on the open narket.

5.5 ISF contribution in the future would be limted by the principle of
provi di ng humani tari an assi stance rather than investnent and running

costs for profit making purposes.



6.0 W

The ANC proposed and it was agreed:

1. That the period of the new agreenment should cover January to June
1992.

2. That the Technical Advisor provided bg | SF continue his service up to
June 1992.

3. That | SF cover the costs of the 2 ANC Managers contracted to work at
the factory fromJan 1992 to June 1992.

4. That in future these costs be met 139 the f actorg itself and | ook into
the possibilttg of retroactive pegnents fromJulg to Decenber 1991

5. That efforts be made to transfer the operation and nanagenent
responsibility from ANC/ | SF to Tanzani an counterparts as soon as
possi bl e.

6. That a feasibility study he conducted by qualified Tanzani an personnel
to be conpleted before end Hay 1992.

7. That ANC prepare the ternms of reference of the study to be guided by
the 3 options avail abl e.

8. That the AM: submt a budget for the study and | SF undertake to fund
it.

9. That no maj or new i nvestments be nmade and no stripping of assets or
repatriation of prof its takes place prior to the conpletion of the

st udy.

10. That | SF continue to prowde for l1nmedlete needs of the factory up to
June 1992 end that | SF provide detens of all inputs acquired, but not

get delivered under the 1991 agreenent.

1 1. That the needs of the factorg for additional transport and of fice
renovati on be met through intenalreall ocetions by the ANC rat her

then requests to | SF.

12. That an audit be conpleted by end May 1992 end that |SF cover the
costs of the audit.

13. That AND prepare a budget for an audit.



t ow

7.1 That mnutes be conpiled and distributed along with the new

agr eenent .

7.2 That the Agreenment be signed in Dar es Salemon | 1 march, 1992 to
allow for ANC to submit a draft to its Headquarters.

?.3 That a Review Meeting be held in June 1992 at a venue to he decided to
consider the results of the Feasibility Study and any further cooperation
bet ween | SF and ANC.

If no further cooperation is required the neeting will conduct

term nation of project formalities.

8.0m

| saac Makopo, ANC Representative nmade a sunmary of the neeting. He
thanked I SF for its support given to the ANC and its willingness to
continue its contribution.

Hel ena LBUKkO, | SF Representative renmarked that the neeting had been

f ruttful. She assured that ISF will continue its assistance to the ANC



