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reimbursement, etc.) makes evaluation risky. Harrold, et 
al.'s review of East Asian case studies suggests that direct 
reimbursements are more effective inducements than tax 
incentives (1996, p. 94). In part this is because those 
companies whose taxable income is large enough to 
meaningfully take advantage of incentives are likely to 
make decisions for reasons that often have little or 
nothing to do with incentive programs (Ibid, pp. 91-97). 
Even if this conclusion extends to Africa, it is unlikely 
that these incentives discourage the hiring or training of 
Malians. A review of aggregate data on tax incentives 
and foreign direct investment suggests that, with other 
factors equal, tax incentives can affect investors' choices 
(Moris set & Pirnia, 2000, p. 22). 

Political Viability: 
Since research for this analysis has revealed no vocal 

criticism of the status quo, its continuation seems fairly 
likely. However, decisions depend not only on action or 
forbearance by the Malian government but also by the 
World Bank, USAID, and the US Peace Corps. This 
makes the status quo vulnerable to varying conditions 
and opinions within each of these organizations. 

The US Government's Country Commercial Guide 
(CCG) explains that relations between Mali and the US are 
excellent, that the World Bank supports the country's reform 
policies, and that Mali supports free trade and private 
enterprise (US & Foreign Commercial Service, 1998, I-II). 
The World Bank has consistently shown support for VET 
projects that focus on being responsive to market forces 
(DFID, 1999, 1.2). If implementation has lived up to the 
Malian VET project's stated intent of increasing 
responsiveness to the private sector, World Bank funding is 
likely to continue (World Bank, 2002). Similarly, excellent 
relations between Mali and the US make continued support 
from USAID and the U.S. Peace Corps very likely. USAID 
calls Mali a "politically and economically sound partner" of 
the u.s. (USAID, 2002). The U.S. Peace Corps' program in 
Mali, present since 1971, is the third largest (number of 
volunteers: 126) among the 25 Peace Corps countries in 
Africa (U.S. Peace Corps, 2002b). 

Administrative Operability: 
The stakeholders identified under political viability 

are the same that are relevant for administrative 
operability. So long as they continue their support for the 
status quo, the administrative capacity to maintain 
programs should remain. However, sufficient data are not 
readily available with which to evaluate these programs 
and their administrative operability. One would like to 
assume that USAID, World Bank, Peace Corps, and the 
government of Mali are capable of and regularly assessing 
the results of their programs. If they are not, that suggests 
a potential shortcoming in terms of capacity. 

Responsiveness to Market Needs: 
The VET project is explicitly designed to respond to 

private sector employers' needs for advanced skills, but 
results from Tanzania and Zimbabwe suggest that design 
and implementation may not necessarily be in agreement 
(DFID, 1999,7.1). Though the VET project makes no 
provisions for encouraging entrepreneurs to identify and 
pursue new opportunities, the micro finance and small 
enterprise development programs are well suited to 
aIJowing entrepreneurs to initiate new enterprises. The 
Peace Corps' website offers as an example a women's 
cooperative in the city of Segou that has set up shop to 
sell crafts to Malians and tourists (U.S. Peace Corps, 
2002a). Last, the Malian government's incentives serve to 
induce the private sector to take action rather than to 
force it. The effectiveness with which it does so would be 
an indicator of responsiveness to market needs, but such 
data are not available. 

STATUS QUO PLUS INCREASED PRIVATIZATION 
OF STATE-OWNED ENTERPRISES 

Technical Feasibility: 
Logically and empirically. there is reason to believe 

that increased privatization, in addition to the current 
programs, will be an improvement to the status quo. This 
action seems likely to advance all three of the objectives 
identified as part of technical feasibility. 

The logic of how privatization could help build 
advanced skills has been discussed above. Privatization 
will mainly occur in modern sector enterprises such as 
telecommunications, banking, and pharmaceuticals 
(Keita, 2000, pp. 2-10). Empirical evidence from Benin, 
Ivory Coast and Mali show that privatization is 
generally associated with increased competitiveness and 
greater market vitality (World Bank, 1995). For 
example, in the late 19805 and early 1990s, the 
government of Benin cut in half the number of 
enterprises in its portfolio (Ibid, p. 100). For those that 
were sold, profits more than doubled by the end of 1993 
(Ibid, pp. 100-101). Similarly. one year after the 
government of Ivory Coast sold its controlling share in 
its loss-incurring electric company, the company turned 
a profit, and its profits have grown steadily (Ibid, pp. 
116-117). 

In 1988, the Malian government began privatization 
under the Public Enterprises Sectoral Adjustment 
Program (PESAP) (Keita, 2001, p. 2). By the end of 
1995, the Malian government liquidated 20 enterprises, 
fully privatized 14, partially privatized 10, and 
restructured others (Ibid). The decision to liquidate 20 of 
the supporting enterprises and jobs that were not 
competitive or sustainable and the fact that Mali's 
budgetary deficit decreased from 12.3% of GDP in 1991 
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to 9.6% of GDP in 1993 reflects the fact that government 
ownership was injuring the economy (Ibid). 

These moves toward greater privatization can have 
the effect of reducing the draw of the public sector and 
increasing demand within the private sector as was seen 
under the privatization of some of the functions of 
Mali's official grain-marketing agency (OPAM), which 
was created in 1964 with a monopoly on the grain trade 
(Dembele & Staatz, 2000, p. 146). As OPAM's role in 
running the market for grain shrunk, many OPAM 
employees were laid off, but ultimately many of these 
former employees reentered the grain trade as private 
businessmen (Ibid, pp. 149-150). In addition, it is worth 
noting that these reforms ultimately led to greater 
investments by grain traders (Ibid, p. 159). Such 
investment is a spin-off effect that supports businesses 
and jobs in other parts of the private sector. Similar 
results could occur under the current privatization 
alternative. As noted above, a major component of SAC 
III is increased privatization of the cotton sector. Since 
cotton is the nation's largest export (Hodgkinson, 1999, 
p. 681) and the government's share of CMDT amounts 
to approximately double the value of its shares in any 
other enterprise (Keita, 2000, p. 4), complete 
privatization of CMDT could have a tremendous impact 
on the private sector and on the development of 
advanced skills. 

In addition to the fact that the privatization of public 
sector jobs means there will be more Malians in the private 
sector and fewer in the public sector, the market vitality 
and demand for skills that are tailored to the private sector 
has potential to lead to increases in education and skill 
levels (Lall, 1989, pp. 140-155). Finally, opportunities that 
are currently being developed by the public sector would 
be opened up to private sector Malians. 

Political Viability: 
The major stakeholder from whom action is required 

under this alternative is the government of Mali, which 
would have to ratifY the Third Structural Adjustment 
Credit (SAC III) to fully pursue this policy option (World 
Bank, 2001). The World Bank would also be involved, 
and its support is unquestionable since it is the major 
architect of SAC III. The government of Mali has 
demonstrated its receptivity to privatization in the past, 
and has in fact begun new privatization efforts (Keita 
2000, pp. 2-10). SAC III's cotton sector restructuring is a 
key requirement for receiving approximately $500 million 
in debt relief from creditors and ratification will allow 
Mali to receive $70 million in additional credit (World 
Bank, 2001; IMP, 2000). Considering that the World Bank 
and USAID have both been proponents of privatization in 
Mali (Keita, 2000, p, 2), the decision to pursue this course 
could make them more likely to support Mali's status quo 
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programs, which would make this alternative more 
politically viable than the status quo alone. 

Administrative Operability: 
Though each enterprise that is privatized presents 

unique challenges, both the World Bank and the Malian 
government have considerable experience with 
privatization efforts (Dembe1e & Staatz, 2000, pp. 158-
160). Privatization may place some additional demands on 
the administrative capacity of Mali and the World Bank in 
the short-term, but ultimately shifting production to the 
modern private sector will result in less being demanded of 
the Malian public sector, which would mean that 
additional administrative capacity could become available. 

Responsiveness to Market Needs: 
As discussed under technical feasibility, whether 

demanded by employers or by opportunities that new 
entrepreneurs can exploit, skills fostered by this 
alternative should be closely tied to the market. The 
status quo programs by themselves seem less directly 
responsive to the market than privatization. 

STATUS QUO PLUS REIMBURSEMENTS 
FOR COMPANIES' TRAINING EXPENSES 

Technical Feasibility: 
There is logical and empirical evidence that this 

alternative, in conjunction with the status quo, could 
advance all of the objectives under the technical 
feasibility criterion, although some contradictory 
evidence suggests that this alternative may not be a major 
improvement to the status quo. Though enterprises in the 
traditional sector could take advantage of the training 
reimbursement, information about the program is likely 
to be relatively concentrated in the more urban modern 
sector, which generally has greater access to information. 

Direct reimbursement for approved training expenses 
has effectively encouraged training in Singapore, Taiwan, 
and China (Harrold, et a1., 1996, p. 94). This has been 
more effective than incentives structured around taxes 
(deductions, credits, etc.) in Malaysia, Pakistan, and the 
Philippines (Ibid). Loose approval requirements may 
make training more likely since Korea actually created a 
disincentive to train by establishing strict requirements 
whose violations were punished with fines (Ibid). 
Ultimately, the reimbursement may encourage firms to 
locate in Mali. Morriset and Pirnia note, "when other 
factors ... are more or less equal between potential 
locations, taxes [here, reimbursements] may exert a 
significant impact" (2000, p. 22). 

Though this analysis found no empirical evidence to 
bolster the claim that firms that provide training may 
make private sector jobs more appealing and draw greater 
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numbers of Malians to the private sector, this seems a 
logical possibility. Additionally, because only the training 
of Malians would be eligible for reimbursement, there is 
incentive for firms to hire and promote Malians. Since 
this alternative would allow MNCs to receive 
reimbursements for training that results in the promotion 
of Malians, the alternative could also increase the level of 
private sector Malians' involvement in MNCs. 

Political Viability: 
Mali has demonstrated its willingness to use 

incentives to encourage employers to hire and train 
Malians (De Vrijer, et al., 2000, p. 63; US & Foreign 
Commercial Service, 1998, A.5). However, inconclusive 
evidence about the technical feasibility of this alternative 
may dampen enthusiasm. Moreover, reimbursement of 
training expenses could be difficult since it would require 
the Malian government to find a source of funding. 
Projections of the cost of such reimbursements in Mali 
would be useful in evaluating political viability, but they 
are not available. It is worth noting, though, that Mali is 
$3 billion in debt (US CIA, 2001) and that it is seeking 
debt forgiveness (IMF, 2000). This suggests the 
government is not in a position to provide whatever 
funding is required. Securing a grant from the World 
Bank, the French government, or the US government 
might be a possibility, but this could be difficult in light of 
decreases in foreign aid received by Mali relative to levels 
from the mid 1990s (De Vrijer, et al., 2000, p. 56). 

Administrative Operability: 
Even if Mali received a grant to cover the costs of 

reimbursement, this alternative would increase the 
administrative burden since, in addition to ensuring that 
companies are not making fraudulent claims, the 
government would have to process requests for 
reimbursement. Furthermore, payment of claims should be 
speedy if Mali is to encourage training by small and 
medium sized enterprises since many of those fmns operate 
close to the breakeven point and cannot afford to wait a long 
time for reimbursement (Harrold, et al., 1996, p. 95). The 
government's burden would be even larger if it finances this 
alternative itself. Unless it cut expenditures, financing 
would probably come from some sort of additional tax, as 
Singapore has done with a payroll levy (Ibid, p. 94). Mali 
has the administrative capacity to collect taxes as evidenced 
by the collection of about $380 million in taxes in 1999, of 
which $7.6 million was in payroll taxes (De Vrijer, et al., 
2000, p. 34). Nonetheless, this program would add a 
significant administrative burden to the status quo. 

Responsiveness to Market Needs: 
The only skills targeted under this alternative would 

be those identified by employers. In combination with 

the status quo, this alternative should be more responsive 
to the needs of the private sector. However, 
reimbursements do nothing to encourage start-up 
entrepreneurs to enhance their skills. 

FINDINGS AND A CASE FOR ACTION 

Increased privatization offers additional advantages 
above and beyond the status quo alone, and is superior to 
the status quo plus reimbursements. Successfully 
implemented, status quo plus privatization would meet all 
of the objectives considered under technical feasibility more 
completely than the status quo alone or status quo plus 
reimbursements. Political viability is very high since there 
are major financial incentives for the Malian government 
and the World Bank has already shown its support as the 
major architect of SAC III. Thus, privatization seems even 
more politically feasible than the maintenance of the status 
quo. The financial costs associated with training 
reimbursement make that program relatively un viable 
politically. Though privatization must be implemented 
carefully and with sensitivity to the unique challenges and 
developments in each sector, both the Malian government 
and the World Bank have considerable experience with 
privatization. In the short tenn privatization will increase 
the administrative burden, but in the long term the 
administrative burden will be reduced. By contrast, training 
reimbursement would require permanent additional 
administrative capacity. Last, either alternative seems more 
responsive to market needs than the status quo alone. 
However, the status quo plus privatization has the 
additional benefit of encouraging both the development of 
skills demanded by current employers as well as 
entrepreneurs exploiting new opportunities, where as the 
status quo plus training reimbursement would only respond 
to needs identified by current employers. 

Following up on the inadeq1J.acies of data that have 
been discussed here and in Hodgkinson (1999, p. 682), 
White, et al., (2001, p. xiii) and Auerhan, et al., (1985, p. 
iii) additional data on the development of advanced skills 
would greatly improve understanding and success. 
Evaluations of the effectiveness of Peace Corps, World 
Bank, and USAID projects in addressing the education 
and skills deficit would be particularly useful. By 
collecting or making public such information, these 
organizations would be doing a service to the sustainable 
development of Mali. 

The fragility of Mali's soil and Malians' heavy 
dependence on agriculture put Malians in a precarious 
position on the line between subsistence and starvation. 
Privatization may foster the development of advanced 
modern skills and a modern economy that will help 
distance Malians from the looming threat of economic 
collapse and famine. 
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