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1. EXECUTIVE SUMMARY 

STEP, the Swaziland Training for Entrepreneurs Project, was a three-year project, initiated
and funded by USAID, intended to "identify potentially successful means of stimulating
small business development to increase employment and productivity." The Project was
originally implement-:d by Partnership for Productivity, International (PfP), but was sub
sequently taken over by CARE International 

STEP was largely geared towards learning about small enterprises in Swaziland, and ascertaining the most effective ways in which assistance could be provided in future. STEP
comprised an Experimntal Projects Component, in which projects were undertaken both
directly by STEP and through other organisations, and a Baseline Studies Component.
Although SEP was not primarily a direct assistance-oriented programme, a third compo
nent did consist of the provision of technical assistance - specifically to the Business Man
agement Extension Programme (BMEP) situated at the Manzini Industrial Training Centre
(MITC) although a number of additional miscellaneous technical consultancies were also
undertaken. The fourth component of STEP consisted of developing the appropriate administrative and monitoring systems to manag. the other components. "Small businesses" 
were generally defined as ones with twenty-five or fewer employees and a maximum of 
E100,000 in assets. 

Six experimental projects were undertaken: 

a) A grant was given to Sibakho Chamber of Commerce & Industry, a (relatively)
new organisation of indigenous entrepreneurs, to enable it to establish a revolving
loan scheme for the benefit of its members. However, Sibakho's priority was toestablish a wholesale warehouse; most of the grant was not used for the purpose
intended, though there was no question of any personal misappropriation of the 
funds. 

b) A loan was given to Art Industries, a handicrafts producing company owned by aGerman, to give loans to eight of its employees who became self-employed suppliers
to Art Industries. Three of the "spin-offs" succeeded and significantly increased
their income; others failed through a combination of behavioural problems on the 
part of the individuals concerned, and marketing problems concerning the products. 

C) STEP established its own programme - Credit Training:. Operations Research which granted loans in the Manzini area. This was a successful attempt at using a
methodology tried and tested elsewhere that combines access to creditwith trainingin relevant skills. The project was inundated with applicants from all economic 
sectors, and a wealth of findings were obtained. One finding was that many business 
owners manage several activities, and transfer cash freely between them. Another was that although the interest rate (24%) was often perceived to be high, the
interest amount was not a problem. Problems of business owners included an
inability to distinguish between profits and wages, difficulty in separating business
from personal affairs, and difficulty in managing customer credit 



d) 	 Rise Managernent Consultancy, a private firm owned by a Swazi, was commissioned 
to undertake a study of the Swazi Conmmrcial Anadoda (SCA), an organisation 
of Swazi business owners set up by His Majesty King Sobhuza 11 in 1947. The study
found that the SCA leadership has no direct authority over its membership, and 
that the organisation lacks a hierarchy of accountability. Furthermore, most mem
bers feel the SCA does not serve their interests because of unskilled leadership, 
lack of financial resources and misappropriation of funds. 

e) 	 STEP established another programme similar to Credit Training Operations Re
search, and which produced many similar findings. However, this project - Rural 
Small Econeomic Activity Developent (Rural SEAD) - was based in a rural area. 
Although financial assistance was found to be needed by rural entrepreneurs, it 
was of little help without management and technical assistance (both of which were 
provided under this project), and in very few cases was finance the major problem. 

t) 	 A grant was given to Asikhutullsane Savings & Credit Cooperative, an indigenous
organisation that had traditionally operated on the "Christmas Club" principal
whereby members deposit savings during the year, and withdraw them towards the 
end of the year. This meant that any loans given had to be short-term, and this 
was not conducive to the needs of people requiring loans for small business pur
poses. The grant enabled Asikhutulisane to give longer-term loans and clearly
demonstrated the cooperative's ability to play a greater role in promoting small 
businesses. 

The following Baseline Studies were undertaken: 

a) 	 Policy Environment Study, which concluded that the Government of Swaziland 
does not have a specific, articulated policy towards small enterprises, even though
there are many specific incentives and policies aimed at attracting foreign invest
ment and big business. 

b) 	 Basel&r-A Survey - a three-phase study, the final part of which was a primary research 
survey aimed at describing the small enterprise population in quantitative and 
qualitative terms. The Survey estimated that there are approximately 24,500 small 
economic activities in Swaziland, of which approximately 22,250 are in rural areas, 
and approximately 2,250 are in urban areas. These figures include a large number 
(possibly ninety per cent of the rural activities) of income generating activities, 
which are often carried out on a part-time basis. Overall, the largest industrial 
sector is Manufacturing, which is particularly dominant in the rural areas, followed 
by Retail, Bars and Restaurant&The largest sector in the urban areas is Retail,Bars 
and Restaurants. 
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c) State of the Industry Series. This comprised reports on the Woodworking, Sheet
metal. Welding, Sewing/Soft Goods, Food Processing, and Repair and Maintenance 
industries which combined in-depth interviews with several business owners in each
industry together with general observation and experience of the author as well assecondary materiaL A wealth of findings were obtained, many of them common to
all manufacturing industries. The reports recommended policy reforms, the establishment of a highly capitalised materials depot selling in very small quantities, and
the setting up of a technical extension service. 

d) 	 Sources of Market Information. This study basically found that in spite of the
existence of a great deal of knowledge and expertise in Swaziland pertaining to
markets and market potential, none of it is written down or accessible to the small 
businessperson. 

e) 	 Consulting Firms for Snail Businesses. Th survey revealed that there are maty
privately owned (often one-person) businesses offering accounting and consulting
services; however, accounting for tax purposes appears to be practically the only
service offered to (or, indeed, requested by) the clients. 

t) 	 Swazi Culture and Small Business. This was a three-part effort examining a subject
that had ramifications for all aspects of STEP's work. Motivation for being inbusiness, beliefs about male and female roles and young and older business owners,
competition, attitudes towards work and self-employment finance and planning,
perceptions of success and failure, trust; risk, and respect and responsibility were 
all examined. 

Many small businesses suffer from lack of plannirg, poor credit management and a failure 
to distinguish between business and personal affairs; many also lack information, and tech
nological skills are often inadequate. 

The education system is Swaziland encourages learning by rote, and the passing of exam
inations to obtain certificates. This does not encourage creative thought and originality -
characteristics required both by entrepreneurs and staff of assistance agencies. Much of
the vocational training that occurs in Swaziland imparts basic skills, and there is little
training for skills upgrading at a more advanced level. Furthermore, much of the skills
training does not address business issues of marketability, viability, etc., with the result that 
many people are being trained to produce similar low quality items for a market that is 
already saturated. 

Although existing assistance agencies have a number of strengths and weaknesses, there is
generally a lack of co-ordination between them. Staff of assistance agencies need a range
of sklls, including a knowledge of the industries they are serving, and foreigners coming
to promote small enterprises in Swaziland need time and willingness to adapt to the 
country and to learn something about the culture. There is a strong need for training of
staff of assistance agencies in Small Economic Activity Development 

Any assistance programme needs to demonstrate competence, commitment and responsi
bility. There is no single type of intervention that will address the needs of most small 
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enterprises. An integrated programme or "systems approach" that combines the granting
of credit with management and technological services is more likely to be appropriate.
However, any assistance programme has to effectively deal with the perceived problem
(which is usually lack of finance) in order to deal with the real problem. Dealing with the 
environment surrounding small businesses, for example policy issues, may be as valid as 
direct interventions. 
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LIST OF ABBREVIATIONS
 

AMr Achievement Motivation Training 
]NEP Business Management Extension Programme 

()S Government of Swaziland 

GST Government Sales Tax 
IMS International Voluntary Service 

MflC Manzini Industrial Training Centre 

0PG Operational Program Grant 
PfP Partnership for Productivity 

RDA Rural Development Area 
RFA Request for Application 

RSA Republic of South Africa 
SAWU Southern African Customs Union 
SAD= Southern African Development Coordination Conference 

SCA Swazi Commercial Amadoda 

SPA Small Economic Activity 

SEAD Small Economic Activity Development 
SED Small Enterprise Development 

SEDCX) Small Enterprise Development Corporation 

SEEP Small Enterprise Support Project 
SNPF Swaziland National Provident Fund 
SSRIJ Social Science Research Unit 

SHP Swaziland Training for Entrepreneurs Project 
UNISWA University of Swaziland 
LEAD United States Agency for International Development 
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DEFINITIONS 

Cooperative Agneement 

Cooperative Agreement No. 645-0227-A-00-6002-00, originally between USAID and Part
nership for Productivity (PfP); implementation of the project described in this report was 
subsequently taken over by CARE International from PiP, and the Cooperative Agreement 
was amended accordingly. Unless otherwise stated, any references to the Cooperative
Agreement should be assumed to refer to the amended version of the Cooperative Agree
ment after CARE became the implementing agency. 

income Generating Activity 

An activity in which all profits, if any, are withdrawn by the owner, and used for personal 
consumption. 

Small Economic Activities 

A phrase adopted by CARE to describe a spectrum of activities encompassing income 
generating activities and small enterprises. 

Small Enterprise 

An economic activity in which some portion of the profit is re-invested, resulting in growth 
of the activity. 
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2. INTRODUCTION 

This is the final report of STEP - the Swaziland Training for Entrepreneurs Project, which 
was initiated and funded by the United States Agency for International Development
(USAID) in order to "identify potentially successful means of stimulating small business 
development to increase employment and productivity". 

Many reports have been written during the lifetime of this project, both on individual 
project activities, and in the form of project reports and workplans covering the project as 
a whole (see Bibliography. These reports cover a wealth of information. This document 
attempts to summarise and draw together al! the strands of the activities carried'out during
STEP. 

STEP has attempted to answer the following seven general questions: 

I. 	 Swazi small enterprises: who and where are they and in what numbers? 

2 	 What is the economic, social and regulatory environment in which they operate? 
3L 	 What are the significant strengths and weaknesses exhibited by Swazi small enter

prises within this environment? 

4 	 What are the significant strengths and weaknesses of existing institutional vehicles 
for small enterprise assistance? 

5. 	 What qualities, qualifications and resources will be needed by staff of small enter
prise assistance programmes? 

6 	 What is the likely effect of alternative assistance interventions? 

7. 	 What approaches, programmes and/or projects can be recommended as potentially 
successful means of stimulating small enterprises? 

I / 



3. BACKGROUND 

During 1985, the United States Agency for International Development (USAID) was de
veloping an interest in addressing problems of unemployment and under-employment in 
Swaziland, with a particular view to promoting small-scale enterprises. Around the same 
time, the Manzini Industrial Training Centre (MITC - a local NGO involved in vocational 
training) had commenced discussions with USAID over the posibility of funding for a 
project that would provide workshops and business management training to (as originally
conceived) graduates of MITCs vocational training departments. 

USAID circulated a Request for Application (RFA) to agencies that it thought may be 
interested in implementing its proposed Swaziland Small Enterprise Support Project This 
project represented "USAID's attempt to fund different approaches to assist small-scale 
enterprises to find out which approaches are successful and replicable on a larger
scale....USAID and the GOS feel it is important to identify potentially successful means of 
promoting employment through indigenous small-scale enterprises" 

The RFA stressed that the proposed project would test innovations, with an emphasis on 
experimentation which would "provide USAID with a greater familiarity with the capa
bilities of local small business organisations". There were three components of the pro
posed Small Enterprie Support Project (SESP) The first component was the provision of 
technical assistance to MITIC for its proposed business training project; such assistance was 
to comprise at least one person on a half-time basis over the first two years of MIIC's 
project Secondly, "the major component" was the undertaking of innovative experimental 
activities of !ess than two years duration with local organisations; the implementor of the 
SESP was to have "substantial discretion in developing proposals and administering sub
grants". The third component was to comprise a number of research activities. 

Partnership for Productivity (PtP) submitted a proposal to carry out the Swaziland Small 
Enterprise Support Project which led, in August 1986, to PfP entering into a Co-operative
Agreement with USAID to cany out S.T.E.P. - the Swaziland Training for Entrepreneurs
Project, the purpose of which was to "identify potentially successful means of stimulating
small business development to increase employment ard productivity". The agreementwas
effective until September 30, 1989. In the months following the signing of the Agreement, 
PtP experienced major internal problems, with the result that much of its work worldwide, 
including STEP in Swaziland, was taken over by CARE InternationaL 

Appendix 1 lists the dates pertaining to the above events, and Appendix 2 summariscs the 
amendments to the Cooperative Agreement 

The project was subsequently extended by two months to November 30, 1989. 
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STEP comprises the following four components. 

l.Experimental Projects Component 

Under this cromponent according to the Cooperative Agreement CARE was to "test different means of assisting and stimulating the small enterprise sector by supporting at leastsix experimental training and outreach activities". Local organizations were "to implement
short range projects (two years duration maximum)", and the types of organizations couldinclude private sector associations, governmental or parastatal entities. The local organisations would develop proposals in conjunction with CARE, USAID would decide whether 
to grant approval, and CARE would fund and monitor the activities. 

The experimental projects were to provide institutional support to the small enterprisesector (defined as businesses owned and operated by indigenous Swazis with assets of lessthan E100,000 and less than 25 employees), they were to be of a maximum of two years
duration, individual experimental projects would cost not more than twenty-five per centof the total fund for experimental activities, they were to offer lessons for expansion or
replication, and they were to be genuinely experimental The full selection :riteria for 
experimental projects are listed in appendix 3. 

2. Baseline Studies Component 

In the original Co-operative Agreement with PfP, this was described as a Research Component. In the amended Co-operative Agreement with CARE, it was described as a Baseline Studies Component (with a budget that was substantially reduced), and was"prioritised with an emphasis on practical usefulness and limited funding available." Activities were to "focus on small enterprise development opportunities and their constraints"
with the studies "to provide information necessary to supplement other project activities"and to be "used as a starting point for measuring project effectiveness." CARE was alsoto "develop, funds permitting, other studies based on lessons learned in the experimental
activities and other gaps of knowledge relating to small scale enterprise development" 

The Cooperative Agreement envisioned that CARE would sub-contract with either theSocial Science Research Unit of the University of Swaziland (UNISWA) or other re
searchers as necessary to conduct the baseline studies. The studies to be performed under 
this component were: 

(a) Small Enterprise Development Policy Environment This would help to indicateopportunities and constraints faced by the target population, which would help to 
guide other STEP activities. 

(b) Small enterprise linkages to new investments. 

(c) Swazi ownership issues. 
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In addition, thc following wcre mentioned as possible studies: 

(d) Vocational training center graduate survey co ascertain whether vocational training 
institutes arc imparting marketable skills. 

(e) Rural-urban linkages. 

3. Advisory Assistance Component 

Under the original Co-operative Agreement between USAID and PfP, STEP was to pro
vide twelve months of consulting services to the Business Management Extension (BMEP) 
at the Manzini Industrial Training Centre (MITC)over a two-year period; this was envis
aged to comprise approximately fifty per cent of the STEP Director's time. Under the 
amended Co-operative Agreement with CARE, the amount of time was reduced to 5 
months, representing approximately twenty per cent of the STEP Director's time. 

MITC is a vocational training centre which had obtained funding from USAID to establish 
BMEP. BMEP was set up to provide training to people with practical skills who wished to 
become self-employed, as well as extension services to existing businesses. The physical 
facilities were centred around eight workshops in which Pa-ticipants would carry out their 
trade at the same time as undergoing business management training. Other features of 
BMEP, according to MITC's agreement with USAID, were to include a communications 
system, a marketing centre and a system for facilitating loans. BMEP was to be managed 
by the Director of MITC, with day-to-day implementation to be carried out by the Admin
istrator of MITC on a half-time basis, with a full-time Extension Officer, full-time Financial 
Controller, and support staff to be recruited. No provision was made in the original man
agement and staffing plan for in-house SEAD expertise and experience; this role was to 
be played by STEP, which would proide "assistance in the areas of outreach, extension, 
management assistance, marketing and relevant business curriculum development related 
to small enterprise development." 

4. Adninish-ative Cemponent 

Under this component, STEP was to "Develop the appropriate administrative and moni
toring systems to manage the components of this program". 

The Cooperative Agreement "anticipated that performance of the Program Description 
requires substantial involvement by USAID"; this was to include the reviewing and appro
val of each project funded grant and baseline study proposal. 
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4. STEP ACTIVITIES 

4.1 EXPERIMENTAL PROJECTS COMPONENT 

During the early months of the Project numerous contacts occurred with many organisa
tions, partly in response to requests from those organisations for technical assistance, and 
partly as exploratory work on the part of STEP in the search for possible experimental
projects. At the same time, the possibility of STEP itself running one or more experiment
projects was explored, and, whilst this did not strictly fall within the guidelines suggested 
in the Co-operative Agrcement, informal discussions with officials of USAID led CARE 
to believe that such "direct' experiments would, nevertheless, be considered. Such projects 
were felt to be important partly because of the lack of suitable existing organisations 
through which STEP could experiment using methodology tried and tested in other coun
tries, and partly because it was hoped that interesting comparisons would emerge between 
experimental activities run directly by STEP, and those run by other, local, organisations. 

Table 1 lists the nine project proposals that were submitted to USAID for approval. This 
section describes all nine project proposals; it also describes subsequent implementation 
of the six accepted by USAID, though these are all the subject of more detailed reports 
(see Bibliography). 
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Table I: Step Experimental Projects 

No. Name Date Proposal 
Submitted to 
USAID 

USAI D 
sponse 

Re- Date Of Signing 
Contract With 
Implementor 

1 Sibakho: Revol-
ving Loan Scheme 

Oct. 30,1987 Approved: 
Dec 9th1988 

Jan.22,1987 

2 ArtIndustries Nov. 15,1987 Approved: 
Dec. 7, 1987 

Dec. 24,1987 

3 Credit Training Oper-
ations R.-search 

May 17,1988 Approved: 
Oct. 7, 1988 

N/A 

4 Rural / Urban 
ages 

Link- July 13, 1988 Requested 
Clarification 
of Objectives: 
Oct. 7,1988" 

N/A 

5 Swazi Commercial 
Amadoda / Rise Man-
agement 

July13,1988 Approved: 
Oct 7,1988 

Nov. 9,1988 

6 RuralSmall Economic 
ActivityDevelopment 

July 14,1988 Approved: 
Oct. 7,1988 

N/A 

7 Welded Hoes Nov. 3,1988 Diszpproved 
due to insuffi
cient time to 
implement: 
May 2, 1989 

N/A 

8 Asikhutulisane Nov. 24,1988 Approved: 
May 2, 1989 

June 8,1989 

9 RotaryShopspace Dec. 7, 1988 Disapproved 
due to insuffi
cient time 
to implement 
May 2, 1989 

N/A 

* This proposal was subsequently withdrawn by CARE due to changed circumstances since 
submission. 
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4.1.1 Experimental Project No. 1: Sibakho Revolving Loan Scheme 

Sibakho Chamber of Commerce & Industry is an organisation of Swazi businesspeople
formed in 1986 by people who felt that the Swaziland Chamber of Commerce & Industry
was more concerned with the interests of larger, mainly ex-patriate owned businesses, and 
not with those of indigenous entrepreneurs running (mainly) smaller businesses. 

STEP gave a grant of E115,000 to Sibakho to set up a revolving loan fund. The grant
comprised E100,000 representing the initial capital for the loan fund, with the remaining
E15,000 representing a contribution towards Sibakho's costs of administering the loan
scheme, including the employment of a full-time, experienced Project Manager. 

Sibakho was to give short-term (6 months to one year) loans to its members, interest of
24% pa. on the declining balance was to be charged, and the Project Manager was to
monitor the loans, using balance sheet methodology. Sibakho was required to submit
monthly statistical data, and the Project Manager was required to write quarterly reports
for STEP. 

During the period of STEP's involvement, Sibakho was heavily involved in attempting to
establish a wholesale warehouse - a task which His Majesty King Sobhuza 1I had wanted
the Swazi Commercial Amadoda to undertake, but which the SCA has failed to do. Sibakho
had approached STEP and USAID to request financing for the warehouse, but STEP felt
unable to become involved in a relatively long-term project In addition, STEP was not
convinced of the viability of such a proposal, though it recognised Sibakho's right to pro
ceed alone with a project about which it felt so strongly. 

After receiving the loan, Sibakho processed a number of loan applications, but the organi
sation's major priority was to establish the warehouse. Apart from a small number of loans
representing a fraction of the E100,000, it was decided by Sibakho to await the opening of
the warehouse before disbursing loans to members, on the basis that loans could be given
in the form of goods from the warehouse rather than cash, and this would ensure that the 
warehouse operation weiild benefit from the loan scheme. 

At the same time, Sibakho entered into a series of negotiations with commercial banks,
involving, firstly, requests for credit for Sibakho linked to the warehouse, and, secondly,
use of the P100,000 grant received from STEP as a guarantee for loans that would be
disbursed by the bank, with the recipients and the terms of the loans to be decided upon
by Sibakho. The E100,000 was initially deposited at Barclays Bank, but later transferred to 
a Deposit Account at Union Bank. The terms and conditions of the agreement under which
the money was deposited at Union Bank were unclear. According to Sibakho, it would be 
a guarantee for loans granted by the bank to Sibakho members at the request of Sibakho.
However, Union Bank claimed that the 2100,000 in the Deposit Account was security forother liabilities that Sibakho had to the bank. Three loans and two "fluctuating overdrafts" 
were granted by Union Bank to Sibakho members, with the bank claiming that the loans
and overdrafts were given at the bank's discretion, but with an agreement with Sibakho
that Sibakho would monitor (but not guarantee) the loans and overdrafts. Sibakho argued 
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that the loans were given as part of tlit experimental project, and that they were guaranteed 
by the E100,000 in the Deposit Account representing the STEP grant 

These differing versions of events resulted in a great deal of confusion. However, it appears 
that Union Bank eventually seized the E100,000 in the Deposit Account; Sibakho objected, 
claiming that the bank had no right to take this action, and at the time of writing, Sibakho 
was considering taking legal action against the bank. 

Sibakho did not formally seek STEP's consent for a changed methodology that differed 
from what had originally been agreed. Nevertheless, STEP accepted that the three loans 
(but not the two overdrafts) given by the bank was an acceptable use of the grant according 
to Sibakho's version of events (Le. that Sibakho decided on the loans, and guaranteed 
them) However, the three loans totalled only E17,400, and, to STEP's knowledge, the 
remaining E82,600 was not disbursed. Sibakho's reason for this was it was awaiting the 
opening of its wholesale warehouse, though the problem appears to have been com
pounded by the confusion surrounding the nature of the agreement between Sibakho and 
Union Bank. 

The STEP Extension Officer involved made numerous visits to the Sibakho office but 
experienced many cancelled appointments, and was not provided with all the information 
necessary to effectively monito."this project 

However, in spite of this, the general experience of STEP has been that Sibakho is led by 
sincere people who are genuinely trying to serve the interests of their members. Any 
problems that have arisen are more the result of inexperience and lack of management 
ability on the part of Sibakho. 

Sibakho is still a relatively new organisation, but many of the statements of its leaders (e.g. 
its advocacy that the Government adopt a clear policy of supporting Swazi-owned busi
nesses) are widely supported by members and non-members. In addition, Sibakho has 
advanced considerably since its formation in terms of recognition by the GOS, etc STEP 
feels that Sibakho has the potential to become an effective representative body of indigen
ous entrepreneurs, but that such a new organisation requires effective administration, or
ganisation and management Thus any involvement of donors should, at this stage, be 
geared towards institutional strengthening of Sibakho through the provision of skilled per
sonnel together with the necessary funding for such personnel to carry out their tasks; the 
funding of more ambitious projects should await Sibakho developing the expertise to run 
them effectively. 

4.1.2 Experimental Project No. 2: Art Industries 

Art Industries is a handicrafts production and marketing company owned by a German 
who is resident in Swaziland. The company was unable to produce sufficient quantities to 
meet the sales demanded. 
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STEP gavc a loan of E20,000 to Art Industries, which thcn, in tarn gave loans to eight of 
its employees to enable them to become self-employed suppliers to Art Industries. 

The incentive for Art Industries under this project was that it would increase the company's
sales, without increasing the management complexity that would arise from its alternative 
course of employing more staff. At the same time, it would enable Art Industries' em
ployees to become self-employed and to directly benefit financially from increased produc
tion. However, they would continue to operate within the relatively "safe" environment to
which they were accustomed. Art Industries was required to establish a central book-keep
ing service which would assist in providing monitoring information to STEP, Art Industries,
and the "spin-off" businesses themselves. 

The loan from STEP to Art Industries, and the loans from Art Industries to the "spin-off"
businesses were to bear interest charges of 24% on the declining balance, with loan repay
ments from the spin-offs to be linked to profit and cash flow, based on information pro
vided by the central book-keeping service. Art Industries war required to repay STEP as 
the spin-offs repaid Art Industries 

Art Industries effectively gave loans to the eight spin-offs by transferring the ownership of 
raw materials held by each spin-off from Art Industries, with any further balances to take 
the form of credit for future purchases of stock from Art Industries. Thus the spin-offs did 
not receive loans in the form of cash. 

STEP provided initial technical advice to Art Industries in the implementation of financial 
monitoring systems, and a STEP Extension Officer made weekly visits to undertake non
financial monitoring. Later, with additional staff, STEP was then also able to become much 
more involved in the financial aspects, which included taking over the financial monitoring,
the sorting out of many problems that had arisen with the central book-keeping service,
training a new book-keeper hired by Art Industries, and conducting a post-mortem on
 
three businesses that had not been spun-off successfully.
 

The book-keeping service improved after the hiring of a new book-keeper. Each spin-off
business paid a monthly fee to Art Industries for this service, fixed according to the de
mands and complexity of each business. 

Art Industries provided technical and design assistance and marketing information to the
spin-offs, and collected loan repayments for subsequent repayment to STEP as planned. 

Nearly two years after the loans were initially granted, three former employees of Art
Industries have been successfully spun-off, with the owners receiving monthly drawings of 
up to three times as much as they previously received in wages. The spin-offs that failed
did so through a combination of behavioural problems on the part of the individuals con
cerned, and marketing problems concerning the products. Better pre-loan feasibility
studies, and entrepreneurship motivation exercises to gauge whether the individuals had
entrepreneurial characteristics would have resulted in better initial selection of the spin
offs. 
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4.3 Experimental Project No. 3: Credit T -ainlng; Operations Research 

An early assumption of STEP was that there existed in Swaziland a number of organisations
that were addressing the needs of Swaziland's small enterprises. However, by December 
1987, only three such organisations of any significance had been identified - SEDCO,
Sibakho, and the Swazi Commercial Amadoda (SCA). A decision was made not to become 
involved with SEDCO, as this organisation was under considerable scrutiny already, and 
the Policy Environment Study contains an overview of its shortcomings. Sibakho and the 
SCA were the objects of two other STEP experimental projects, but it was apparent that 
STEP needed the benefit of hands-on interaction with a range of small enterprises if 
comprehensive analysis and recommendations for assistance were to result. More import
antly, the simple phrase "Small Enterprise Development" displayed on the window of the 
STEP office had produced an unexpectedly steady stream of requests for assistance. It had 
become virtually impossible to justify STEP's presence and credibility without some form 
of direct assistance. 

At the same time, it had quickly become apparent that in Swaziland, as elsewhere, lack of 
finance is perceived by small business owners to be their major problem, and STEP itself 
had been inundated with requests for financial assistance. STEP had actually experimented
with giving some loans in order to test the feasibility of directly undertaking a full ex
perimental activity. 

The purpose of this project was threefold: 

(a) 	 Test the PfP Credit Training model (which is being used successfully elsewhere in 
Africa) to stimulate and promote small enterprises in Swaziland. 

(b) 	 Define the specific human, social, and economic parameters of an effective en
gagement between Swazi small enterprises and their corresponding assistance ef
forts. 

(c) 	 Gain insight and experience with respect to the methodology and terms of engage
ment necessary for credit facilities to be implemented effectively in Swaziland at 
the small enterprise level. 

Credit Training is more than just handing out money, or learning how to do so and get it 
back. It is a methodology, an approach which acknowledges that more than money is 
necessary in order to be responsible and purposeful in lending to those lacking experience
in dealing with formal lending institutions. A good description of this approach is contained 
in a document written by Nick and Anne Ritchie, CARE Regional Technical Advisors in 
West Africa. An excerpt follows: 

Credit training is a developmental method of delivering credit to inexperi
enced and/or disadvantaged people who wish to expand or to start up an 
income 	generating activity/small enterprise but who lack not only access to 
investment capital but also many of the skills requircd to make a success of 
their venture. The objective of the method is to (a) enable the participant to 
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have access to the services, in addition to credit, which lie needs to make a 
success of his economic activity in the African context, and (b) make the way
in which credit is delivered a learning process for each participant, which will 
provide him with knowledge and skills to help him to sustain his activity after 
the project ends and increase his chances of obtaining financing from a main
stream financial institution. 

Loans were to be given for activities around the Mauzini area, interest of 24% was to be 
charged on the declining balance, loans would be unsecured, and attempts would be made 
to link loan repayments to cash flow. A number of variables were to be tested, and loans 
were to be given with a view to whether they provided opportunities to learn more about 
certain combinations of variables. Financial indicators of Assets, Working Capital, Owner 
Equity, Sales, Owner Wages and Profits were to be examined, with particular interest to 
be paid to changes to these indicators after receiving the loan. A revolving loan fund of 
E100,000 would be established, which would be maintained until the end of STEP, atwhich 
point CARE and USAID would decide how to dispose of the revolving fund and outstand
ing loans. The project was to employ two Extension Officers, supervised by a Credit Train
ing Supervisor. 

The project had 288 applicants representing all economic sectors: manufacturing, whole
saling, retailing, service, construction, barter, and, unavoidably, agriculture (though this 
sector was not included in the STEP mandate for assistance). Yet only a list of activities 
gives a feel for the diversity of the phrase "small enterprise in Swaziland": hawkers and 
peddlers of everything from clothing to toothpaste, sewing groups and individuals, general
dealers, pre-schools, groceries, farms, transport, butcheries, construction, carpentry, 
property rental, poultry, leatherwork, restaurants, upholstery, graphic design, welding,
catering, milling, cosmetics, business consultancy, radio repair, shoe repair, piggery, block
making, bottle stores, churches, battery repair, bakery, tractor hire, soap making, account
ing, grain storage tank manufacturing, jewelry dealer, filling station, office cleaning,
electrical contracting, hair salon, car dealership, refugee settlement, guard service, novel 
writing, pharmacy, house cleaning, door lens installation, picture framing and laundry. 

Thirty-four of the applicants were granted loans. The loan repayment rate was 80.2% (it
should be remembered that this was an experimental project that included some loans that 
were given more because of the lessons that would be learned than because they were
"good" loans from a business point of view, in a genuine service-delivery project, such 
loans would not be given, and the repayment rate would be higher). 

The Project produced a wealth of interesting findings. It was found that a number of 
business owners manage several activities and transfer cash freely between them; in such 
circumstances, tracing the use of loan funds is extremely difficult and probably not very
important as the project found it was not really working with one single business, but a 
group of businesses managed by one individual. Each of the businesses managed by a single 
owner employs from one to five assistants. A significant percentage of business owners 
have previous experience with NGO's. Both men and women manage small enterprises;
however, gender roles may determine the type of business in which they are involved. 
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Common problems were: (a) an inability to distinguish between profits and wages, (b)
difficulty in separating business from personal affairs, (c) difficulty in managing customer 
credit The availability of labour and raw materials varies from industry to industry; how
ever, many owners regularly travel to South Africa where prices of some raw and finished
materials are lower. Although clients initially thought the interest rate of 24% was high,
they did not object once the amount was explained to them, and the interest charged had 
no measurable effect on business performance; success or failure was in no case attributed 
to the interest rate by either STEP staff or loan recipients. More loans were granted to 
women than men as they seemed to have a better propensity for getting through the ex
tensive STEP screening process. There has been some lack of honesty and willful deception 
on the part of certain applicants and clients. A 60-year old widow went to great lengths to 
falsify her ownership of a doll-making operation, and then had her lawyer threditen to file 
charges against CARE staff for harassment when they tried to get to the bottom of repay
ment and monitoring difficulties. While STEP has received favourable judgement from the 
legal system, the situation was a far cry from the kind of interaction one would expect or 
desire in a small enterprise programme dealing with elderly widows. 

4,1.4 Experimental Project No. 4: Rural/Urban Linkages 

This project was to involve giving a small loan to a businessman running a rural conveni
ence store operating largely on a system of barter rather than cash. The project was in
tended to examine links between rural and urban economies (the urban economy being
where most of the stock for the shop was purchased), as well as to learn about non-cash 
transactions in the business, and possible constraints to a rural trading/retailing shop oper
ating in Swaziland given the small distances and easy access of consumers to the urban 
shops. After a request by USAID for clarification of objectives, STEP withdrew the pro
posal because by this time the entrepreneur had decided that he could not proceed with 
several steps that this loan would have examined. 

41.5 Experimental Project No. 5: SCA/Rise Management 

The Swazi Commercial Amadoda (SCA) was established in 1947 by His Majesty King
Sobhuza II to organise and develop small businesses on Swazi Nation Land (SNL) to grant
exclusive rights to trade on SNL, and to protect the rights and interests of businesspeople
trading on SNL The King suggested that the SCA should commence a wholesale ware
house operation, and should help to finance those members requiring initial or working
capital. The SCA is headed by the King or his representative. There is a National Executive 
Committee based at the Head Office in Manzini, and eleven branch committees. The SCA 
is responsible for processing Trading Licence applications, and forwarding them to the
King for approval. Whilst some of the branches operate loan funds, the SCA has not
implemented King Sobhuza's suggestion of establishing a wholesale warehouse operation. 

STEP held a number of discussions with SCA, which requested financial assistance of an 
amount which surpassed STEP's capacity. In addition, Rise Management Consultancy, a
Swazi-owned management consultancy firm had requested a loan from STEP. STEP de-
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cided to obtain more information about SCA, and find out what forms of assistance could
be most cost-effectively used by the SCA by commissioning Rise Management to undertake 
a study. At the same time, this activity would enable STEP to experiment with using a 
Swazi-owned consulting firm to interact with a Swazi business organisation; it would also
indicate the specific skills and capacities of Rise Management, and would demonstrate the
willingness and capacity of the SCA to receive scrutiny and assistance. 

The study comprised the compiling of a detailed register of all operating SCA members,
and then using this register as a sampling frame from which a random sample was drawn. 

It was found that the SCA's executive leaders lack administrative and managerial skil!s and
that the organisation's accounts have not been audited in over forty years of existence. In 
addition, since SCA members are individually accountable to the King, the SCA leadership
has no direct authority over its membership and the organisation lacks a hierarchy of
accountability. The study also found that the majority of members feel the SCA does not 
serve their interests because of unskilled leadership, lack of financial resources and mis
appropriation of funds. Furthermore, membership of SCA is not really a choice for busi
nesspeople operating on SNL, as joining the organisation is part of the process of obtaining 
a Trading Licence. 

41.6 Experimental Project No. 6: Rural SEAD 

This was STEP's only direct interaction with small enterprises in a rural environment,
despite the fact that the majority of the Swazi population lives in such areas. This project 
was similar to Credit Training Operations Research (Experimental Project No. 3) except
for its scale and setting However, in this project, more emphasis was placed on the overall 
needs and opportunities for assistance than on credit per se. The project had an initial loan
fund of E15,000 (later decreased to E12,000 after a transfer of money that could not be
disbursed within the life of this project to Credit Training Operations Research), office 
space was provided by the Sibovu Rural Development Area (RDA), representing a con
tribution by the Government of Swaziland to STEP, and a local-hire ex-patriate who had 
spent several years in the area was appointed as Field Supervisor for this project, working
largely on his own, and making monthly visits to the main STEP office in Manzini. 

All participants were instructed in a basic record-keeping system, which was intended to
assist STEP in gathering financial information, and to enable the participants to have a
better understanding of their business operations, as well as to enable STEP to learn about 
training methodologies. 

The project had 90 loan applicants, 28 of whom were granted loans, and there was one
non-loan participant. Strict adherence to repayment schedules was a major problem, but
this was partly due to poor communication and transport systems in the area. The only
publicity was word-of-mouth, and it was found that after a slow start-up period, the flow 
of applicants could be drastically affected by saying "yes" or "no" to only one or two
applicants. The major problem faced by applicants concerned credit sales; itwas found that
if entrepreneurs were to develop a firm credit policy, their working capital could be in-
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creased without the necessity to borrow. Many applicants were involved in several different
income generating activities. Financial assistance was found to be very much needed byrural entrepreneurs, but it was felt to be of little help without management and technical
assistance; in very few cases was lack of finance the major problem. 

'&U.7 	 Experimental Projece No. 7: Welded Hoes 

In this project, it was proposed that a loan of E30,000 be granted to New Dawn Engineer
ing, a company owned by a Canadian engineer to develop and promote the use of labour
intensive appropriate technology. This loan would be used for bulk-purchasing material
unavailable in small quantities that would be used for the manufacturing of welded hoes.
Initially, the hoes were to be manufactured by New Dawn Engineering and distributed
through 	local wholesale and retail outlets, with STEP taking a particular interest in the
markets for this product. At a later stage, after having establishing market acceptance of
the product, New Dawn would manufacture component parts for the hoes, which would
then be sold as a kit to semi-skilled welders. At a third stage, the technology involved in
the manufacture of the components would be transferred to certain entrepreneurs with the 
interest, skill and managerial ability. 

This proposed project was an attempt to examine: 

(a) 	 The creation of linkages between small manufacturing businesses with a larger
network of suppliers and markets; 

(b) 	 The transfer of technology from a foreign-owned manufacturing business to small
scale indigenous manufacturers; 

(c) 	 Consumer preferences for a locally produced hoe that is of higher quality and
cheaper than the imported hoes generally used in Swaziland; 

(d) 	 The broadening range and markets both of local welding businesses and local 
wholesale and retail outlets; 

(e) 	 The response of South African manufacturers. 

However, the proposal was not approved by USAID due to the short time remaining in 
which to implement the project. 

4.1.8 	 Experimental Project No. & Asikhutulisane 

Asikhutulisane is a well-managed established consumer credit and savings cooperative
which receives savings from, and provides loans to, its' members. It has traditionally oper
ated on the "Christmas Club" principal whereby its members deposit savings during the 
course of the year, and then withdraw them at the end of tie year. This has resulted in the
Cooperative only being able to give loans of short duration, normally a maximum of 10
months. STEP was keen to examine the effects of Asikhutulisane expanding its portfolio
of loans for business purposes, by enabling it to give longer-term loans which would, gener-
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ally, be more conducive to the needs of small businesses. This would enable STEP to 
tmamine the ability of Asikhutulisane to play a greater role in small enterprise develop
ment, but without involving the provision of major technical input on the part of STEP.
STEP did this by giving Asikhutulisane a grant of E100,000 which was to be used to give
business loans with repayment periods of longer than 10 months. 

The late approval of this project left little time Inwhich Asikhutufliane could disburse the 
grant in the form of loans, although a condition of the grant was that they did disburse all 
of the grant before the end of STEP. This may have put unfair pressure on the Cooperative
to give loans quickly without necessarily assessing whether they would be of benefit to the 
businesses, and itwas found that some loans were initially given thatSTEP did not consider 
to be good business loans. However, through a series of meetings between STEP and the
Board of Asikhutulisane, it was found that the Board was very responsive to the criticisms 
expressed by STEP, resulting In considerable Improvement In the quality of the loans 
granted. Asikhutulisane had traditionally given loans based on the members' savings record 
with the Cooperative, and the personal relationships established between the Board and 
the members. The grant from STEP introduced some refinements to the methodology, in 
that the Cooperative was now expected to undertake pre-loan financial assessment of 
businesses for which loans were requested, and subsequently to conduct post-loan moni
toring. STEP's experience was that the Cooperative learned a considerable amount about 
the granting of business loans, and STEP feels that with some continued refinements to 
the methodology, Asikhutulisane has considerable potmntial to move more into the field 
of granting loans to small enterprises. 

During early discussions between STEP and Asikhutulisane, the cooperative requested
training for the management and memben in SEAD. Contrary to other STEP findings, this 
seems to indicate a recognition on the part of Asikhutulisane's Board that credit alone is 
not a sufficient ingredient for the promotion of effective small businesses. 

As an established, well-managed indigenous organization, STEP feels that Asikhutulisane 
should play a significant role in future SEAD efforts in Swaziland even though it is not 
primarily a SEAD organisation. STEP's interactions with the organization have shown that 
its' management is very responsive to learning more about SEAD techniques, and refining
Its own methodology accordingly. 

41.9 Experimental Project No. 91 Rotary Shopspaee 

This was a project proposal initially developed by the Manzini Rotary Cub to provide
workshop space for small businesses, which would be charged commercial rents for using
the workshops. For STEP, this was an opportunity to examine the provision of appropriate
shopspace as a pomentially successful means of stimulating small business activity, and 
would also test the use of a local service club as a vehicle for delivery of assistance to small 
enterprises. However, the proposal was not approved by USAID due to the short time 
remaining in which to implement the project 
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42 BASEUNE STUDIES COMPONENT
 

Table 2- Baseline Studies 

NemeOfStudy Inqamentor 	 Proposal USAID Appro. Co nt r act Dab of Accept. 
Subnitted Val Sgned with Ing Final Re
to USAID lmpkemmtor port 

polcy Emwronment S 9RU 	 April '07 Mq '07 Sep 

UNISWA 

Buw!2na nventeT: 

1. FeasibilltyofCol. Coopers & July'87 Aug,'7 Aug.'87 SepLt.7 
lcting Baueln Data Lybrand 

1L NPF DataS arch Coopers & Dec. 87 Dec. 7 Dec. 87 May'8 
andAnlys Lybrand 

IlL Bad' Survey 	 Coopers & Au& '88 Aug.' 8 Sept. 8 Nov.'80 
Lybrand 

State o InduT.
 

L Woodworking New Dawn Nov. '87 Dec. '87 Dec. '87 MarchI'88
 
Engineerlng 

!!.Sheet-meftl 	 Nov. P87 Der. '87 Dec. '87 Sept. '8 

il1. Welding 	 Nov. '87 Dec. 87 Dec. '87 May '88, 

M.Sewing / Softgoods 	 Nov. '87 De. '87 Dec. '87 July 

V. Food Proceming 	 Feb. In Feb. '" March 10, May'%9 

Vi. Repar and Main-	 Feb '0 Feb. ' May July," 

Sources of Market In- John Bento Jan.'88 Feb. '88 
hfrmation (DraftActetl) 

Consulting Firms for STEP N/A Dec. '87 
Smaui S nlm. (DraftActophd) 

Swaul Culture & 
SmnalBu.nA 

1. Motivation, Trust, Margo Russell April In May'D June F0 Aug. 'I 
Views of Buslness, 
Scome and Falure 

11. Money, Credit M.LKamalk-	 April V MWy' May'I July'
andCompdtllon 	 haul & Mm. N. 

Gaimia 

I1. Traditional and Dr. Thoko Gl- May'8 May0 JuneI Sept.'0
Modern Beliefs and nind 
the Role of Assintance 
in Small Businem De. 
Vdopmt 
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42.1 Policy Environment Study 

This study is a broad liuc.k at the policy environment surrounding small enterprises, includ
ing an overview of the major enterprise promotion agencies such as the Small Enterprise
Development Corporation (SEDCO), the Swaziland Commercial Board, the Swazi Com
mercial Amadoda (SCA) and Sibakho. It also looks at the current and previous national 
development plans, and examines attitudes of various ministries and financial institutions. 
It was perform ed by the Social Science Research Unit of the University of Swaziland using
secondary materials and key interviews. 

The basic conclusion of this report is that the Government of Swaziland does not have a 
specific, articulated policy towards small enterprises, even though there are many specific
incentives and policies aimed at attracting foreign investment and big business. At best this 
translates into a policy of benign neglect though room for improvement in government
tendering practices, pricing policies, company legislation, tax and other incentives favouring
the small businessperson is stressed. The general failure of most smail enterprise promo
tion efforts and agencies is discussed, with a hopeful vote of confidence for the potential
of Sibakho as an advocacy body. 

Many of the findings of this study ar given in section 5.3. 

42.2 Baseline Survey 

It was felt by STEP at an early stage that an important output of the project should be a 
study that describes the small enterprise population in Swaziland in quantitative and quaii
tative terms. In spite of the existence of various sectoral studies, registers and lists of small
enterprises, there was no complete and accurate synthesis of such information; further
more, due to the nature of small enterprise activity, existing government and administrative 
registers and lists were thought highly unlikely to be accurate or complete with respect to
all small enterprise activity. Hence, a Baseline Survey was commissioned, which evolved 
into a three-phase effort, carried out by Coopers & Lybrand Associates. 

The STEP working definition of small enterprise was used - 25 or fewer employees and a 
maximum of E100,000 in assets, though towards tie end of the Survey, the description
Usmall economic activity" was adopted as there had been no distinction made betweensmall enterprises and income generating activities. The first phase of the survey was a
comparative analysis of 19 maor sources of data for accuracy, currency and repre
sentativeness. It was concluded that no combination of secondary data sources would be 
practical or accurate in describing the population, though one, the Swaziland National 
Provident Fund (SNPF), was computerised and relatively current 

Phase two was therefore an in-depth analysis of the SNPF data. While this information was
easily obtained and quite interesting, it was found to be deficient in several key respects.
No financial figures are listed in this data base and only Swazi employees are registered
with the Fund, tending to skew the distribution of small enterprises according to the de-
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finition. More importantly, the listing showed a few anomalies such as the existence of only
one carpenter and one sewing business in the entire country. 

Phase three was a comprehensive primary rtsea-cb survey employing stratified samplingtechniques and three questionnaires using different levels of detail. Findings of this phase 
appear in section 5.1 of this report 

42.3 State of the Industry Series 

This series of studies was an innovative approach to acquiring a cost-effective overview ofselected industries, and was performed by New Dawn Engineering a private companyowned by a Canadian engineer, resident in Swaziland and specialising in labour-intensive
technology. The industries studied were ones that are, or have the potential to be, operatedby Swazi-owned small enterprises; the methodology consisted of in-depth interviews withfive or six enterprises in each industry, located throughout the country, combined withgeneral observation and experience as well as secondary material where appropriate. Obvious subjectivity notwithstanding, these reports offer a well-presented analysis of how andwhy the selected industries operate as they do. Products and markets, supply channels,financing, technical and technological aspects, and the regulatory environment are all as.sessed, with suggestions offered for improvements or assistance strategies. Six industries were examined - woodworking, welding, sewing sheet metal, food processing, and repair
and maintenance. 

New Dawn Engineering approached this task as much more than a series of discrete reports. Intuitively, there are constraints and opportunities common to all industries as well as unique to each. Just as intuitively, there may be common solutions and specific solutions.For-example, and at the extreme risk of oversimplifying, there is a general need for bothauthorities and entrepreneurs to understand the laws which apply to cottage industries sothat unneessaty harassment and uninformed decisions do not hinder the economy. Smallimprovements in the technical skills of most operators in all industries would probablyimprove business performance much more than management training 

Raw materials procurement practices, credit availability and product design are chronic
problems almost everywhere. Yet welders seem 
to have no problem getting steel, woodworkers arc almost forced to offer hire-purcha:z arrangements in order to compete, sewingby hand is simply not profitable, and sheet metal activities involve extremely low entrycosts Policy reforms, a highly capitalised materials depot selling in very small quantities,and a technical extension service are suggested as effective assistance strategies and desir
able activities common to the industries studied. 

The STEP Technology Advisor has written a review and summary of the first four reportsin an effort to highlight the common themes as well as the aspects unique to each industry.
This review also offers counter-aialysis to some of the subjectivity necessarily forwardedby New Dawn Engineering. The result is a useful, balanced, innovative and cost-effective 
series of documents. 
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4.2.4 Sources of Market Information 

This was an effort by a short-term consultant to "develop a greater understanding of the 
location and nature of market information in Swaziland". This effort was quite revealing, 
although rather frustrating for the consultant Interviews were conducted with a wide range
of people in key businesses and institutions, and documentation systems were examined 
w1henever possible. These people and information centres were rated according to ap
proachability and usefulness. The report was never finalised, but the draft served its pur
pose wel. 

Basically there is a great deal of knowledge and expertise in Swaziland pertaining to mar
kets and market potential. The problem is that virtually none of it is written down or 
accessible to the small businessperson. Large companies know their own markets and keep
this information to themselves, either passing it informally through successive management 
teams or recording it in closely guarded feasibility studies. An "old boy" network deter
mines accessibility to juicy bits of market news, and sales projections are based most often 
on last year's figures (also closely guarded). Government figures on domestic consumption
of finished goods are not accurate due to time lags, reporting inefficiencies, and Swazi
land's participation in the Southern African Customs Union. The ramifications of this for 
the small businessperson - and for the agents of small enterprise assistance - must not be 
underestimated. 

425 Consulting Firms for Small Business 

The purpose of this in-house effort was to determine if there was a private sector solution 
to delivering appropriate assistance to small enterprises. There are a remarkable number 
of accounting and consulting firms in Swaziland for such a small country. A STEP staff 
member attempted to contact some of these to determine what services are offered and 
what potential may exist for expansion. The report was never finalised, though the results 
were quite revealing 

The vast majority of these consulting firms are themselves small businesses, with all the 
corresponding problems of scale, aptitude, and image. Many consist of only one person 
with a business diploma doing work for a few retail stores around his or her home. Large 
or small, accounting services for tax purposes appear to be practically the only service 
offered as well as the only service requested by clients. Virtually no market research or 
advertising services are available, though the bigger firms can do feasibility studies for 
other big firms if the price is right. According to surveyed consulting firms, the small 
business community either does not appreciate or cannot afford services other than ac
counting for taxes. We note that these consulting firms make little effort to create demand 
for their other skills, perhaps leading to a self-fulfilled prophecy. 

December 1989 STEP Final Report page 19 



42.6 Swvazi Culture and Small Business 

Over time, it became apparent that issues of Swazi culture were affecting all the activities
in which STEP war involved, and that a clear understanding of cultural attitudes and values
is critical to any meaningful small enterprise assistance effort. Hence it was decided to
commission a study that would specifically address many of the questions that were arising
repeatedly. 

Becaase of the number and the breadth of the topics encompassed under the subject of
Swazi Culture and Small Business, and also because, with such a complex and controversial
eubIect, of the desirability of obtaining views from different standpoints, it was decided to
commission three different consultants to write separate parts of this study. The topics
covered in each part were: 

Part I Motivation, Trust, Views of Business, Success and Failure. 

Part II Money, Wealth, Credit and Competition.
 

Part IT[ Traditional and Modern Beliefs, and The Role of Assistance in Small Business
 
Development 

Part I was carried out by Margo Russell, an experienced sociologist with some knowledge
and experience of Swazi culture; Part 1I was undertaken jointly by Ms. K. Kamalkhani, alecturer in Accounting and Business Studies at UNISWA, with considerabl, experience ofresearch, particularly related to small business, and Mrs. N. Gamedze, a Swazi working
(then) as Assistant Programme Manager (since promoted to Programme Manager) atBMEP, and Part III by Dr. Thoko Ginindza, an experienced Swazi research anthropologist
and academic who has published previous work related to Swazi culture. 

All three parts reviewed and summarised relevant literature, and gave the author's syn
thesis of information and conclusions based on personal knowledge and experience of
Swazi culture as well as on the research undertaken specifically for the study. Part I included the selection of four panels of informants and the convening of group interviews
and discussions. Part 11 included interviews with representatives of institutions associated
with small business development in Swaziland, with financial institutions that have granted
loans to small businesses, and with Swazi entrepreneurs. Part I]] included interviews with
traditional leaders, and with rural and urban Swazi business people and professionals. 

Many of the findings of this study are discussed in section 5.2. 
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43 ADVISORY ASSISTANCE COMPONENT 

43.1 Miscellaneous Technical Consaltancies 

Although not part of the original project design, a number of projects, groups and individ
ual operators of small economic activities approached STEP for assistance. It was decided 
to respond to such requests for the following reasons: 
(a) 	 It would be a useful learning experience for STEP, and relevant to the objectives 

of the project, especially during the first few months of the project's life. 
(b) 	 It may help to identify opportunities for possible experimental projects. 
(c) 	 It would help a new project run by a foreign organisation (as was the case with

both PfP and CARE) to establish some credibility and to become known in the 
community. 

These technical consultancies ranged from "quick fixes" (e.g. advising a handyman who
lacked 	customers to use a local secretarial agency as an answering service and producing
a leaflet giving the agency's telephone number, which resulted in a quadrupling of business)to a series of sessions for three months to help a Community Centre run a shop. Most such
technical consultancies took place during the first year of STEP, and are documented in 
detail in the second Project Activities Report 

43.2 	 BMEP 

Some developments at'BMEP have been documented elsewhere ("Commonwealth Secre
tariat - Curriculum Guidelines for Entrepreneurial Skills Development Programmes - CaseStudy: Business Management Extension Programme", Stuart Banks - Financial Controller,
BMEP, June 1988; "Evaluation of the Business Management Extension Programme", John
Else and Jennefer Sebstad, June 1989). This section deals mainly with the involvement of
the STEP Director, in his capacity as technical advisor to BMEP 

Most of the STEP Director's efforts at BMEP were geared towards training the staffE This
included advising on a Participant recruitment and selection process, clarifying the dif
ference between income generation and small enterprises, working with staff on drawing
up a series of documents that helped to clarify the Participant's relationship to the Programme, and introducing a system of monitoring using balance sheets, which was later
adapted for use in some of STEP's experimental projects. The STEP Director also con
ducted some formal training sessions for Participants and was involved in a number ofinformal interactions with Participants, all of which were intended to provide training for 
the staff. 

In April 1987, BMEP took over from MITC a shop in the centre of Manzini; the STEP
Director provided some guidance, and assisted with profitability and cash-flow forecasting, 
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and marketing issues (including the design of a customer survey), and stressed the import
ance of making a viable plan for the shop. 

A major issue of concern to the STEP Director was that of decision-making within BMEP, 
and who has what authority. He attended the monthly meetings between BMEP staff and 
MITC management, and frequently argued for clarification of what powers the staff had. 
In April 1988, a full-time BMEP Programme Manager was appointed, which was intended, 
as far as USAID, the funding body, was concerned, to help bring about greater clarity, as 
well as to provide the full-time SEAD expertise which, the STEP Director had argued, had 
been lacking since BMEP's inception, and which could not be fully made up by the STEP 
Director spending twenty per cent (or even fifty per cent - as per the original Cooperative
Agreement with PfP) of his time at BMEP. Once the Programme Manager had started, 
the STEP Director withdrew from his advisory role at BMEP, with the agreement of all 
parties concerned. However, good informal relations continued with the staff of BMEP, 
and, until the end of 1988, the STEP Director continued to attend the monthly manage
ment meetings. 

Although BMEP is legally part of MITC, steps are now under way to register BMEP as an 
independent organisation. STEP has always taken the view that the design of BMEP with 
its incubator nature was flawed; however, there is considerable potential for the develop
ment of an effective extension service, and BMEP also has the resources and expertise to 
undertake training 

4,4 STEP ADMINISTRATION 

44.1 Early Stages/PfP 

The first STEP Director arrived in Swaziland in August 1986, and proceeded with a num
ber of initial setting-up tasks. This included locating suitable housing and office space, and 
procuring furniture, equipment and a vehicle. During the period August to December 1986, 
a Basic Agreement between PfP and the GOS was signed, there was substantial contact 
with USAID, and a number of other contacts were made including with organisations such 
as BMEP (where the STEP Director gave a substantial time input even at this early stage). 

44.2 'MIkeover of STEP by CARE 

In December, 1986, PfP International ceased operations due to financial problems. CARE 
]nternational took over STEP, and this involved negotiating a revised Cooperative Agree
ment with USAID (with a reduced operating budget for STEP). The change of implement
ing agency also involved negotiating a new agreement with the GOS. 

4.4.3 CARE Standard Administrative Systems 

CARE had not previously worked in Swaziland, and the takeover of STEP by CARE meant 
that a range of systems and procedures with which the STEP Director was not familiar had 
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to be learned and implemented. This included standard financial reporting procedures, 

standard communication systems, and a standard filing system. 

4,4.4 Liaison with USAID 

The requirement in the Cooperative Agreement of "substantial involvemenr by USAID,
rcsultcd in a considerable amount of time spcnt in liaising with USAID. At a conservative 
estimate, this entailed an average of two trips to Mbabane each week throughout the 
project, and much time spent in meetings, on correspondence, producing other documen
tation, and establishing a process for project approvals. Staff changes at USAID resulted 
in a lack of continuity, and extra time spent by CARE staff in familiarising USAID per
sonnel with previous events - a problem compounded by changes in STEP personnel during 
the last year of STEP. 

4.40 Staffing 

The original Cooperative Agreement with PIP envisaged that the Project would be run by 
a Director, assisted by a Secretary and an Accounts Cerk. It quickly became apparent that 
staffing needs had been severely underestimated, and subsequently the Cooperative Agree
ment was amended to allow for more staff. SEAD was (and still is, to a large extent) a 
relatively new field in Swaziland; this meant that there was not a readily-available pool of 
expertise, and a considerable amount of in-house training was needed for newly-recruited 
staff. CARE is fortunate to still have on staff, at the end of STEP, the first two locally-hired
staff who started in early 1987, and five other staff who have been employed for over a 
year. A full list of staff employed during STEP appears as Appendix 4. 

It quickly became apparent to the Director that not only had staffing needs in general been 
underestimated, but that management of the project in particularly could not effectively
be carried out by one person. After a further amendment to the Co-operative Agreement, 
in September 1988, CARE hired an Assistant Director. 

4,4.6 Production of Reports 

A number of reports, notably on the experimental activities, were produced by STEP. For 
experimental projects 1, 2, 3 and 6 mid-term reports were produced, followed by final 
reports. For experimental project number 8, only a final report was produced, the duration 
of this project being too short to merit a mid-term report A standard format was designed
for these reports, which was generally followed, except where it was inappropriate. The 
production of reports during the last year of STEP entailed considerable development of 
skills on the part of the staff. 

44.7 Monitoring Systems 

A number of STEP activities, notably experimental projects 2, 3, 6 and 8, and BMEP, 
involved the compiling of detailed financial data and analysis. This included the production 
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of Balance Sheets, Income/Expenditure Statements, Receipts/Payments Statements, and 
Inventory Control. Once these systems had been set up, it was possible to easily replicate
them in other situations. 
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5. FINDINGS 
5.1 SWAZI SMALL ENTERPRISES 

5.1.1 Ownership/Gender and Sector Concentration 

The Baseline Survey estimated that there are approximately 24,500 SEA's, of which ap
proximately 22,250 are in rural areas, and approximately 2,250 are in urban areas. It should
be stressed that these figures include income generating activities such as handicrafts,
hawking, traditional healing and home brewing, which are often carried out on a part-time
basis. The Survey did not distinguish between income generating activities and small busi
nesses; STEP estimates that possibly ninety per cent of rural SEA's are involved in Income 
Generating activities. 

The number of SEA's, broken down by industrial sector and urban/rural location is shown 
in Table 3. 

Table 3: Small Economic Activities By Industrial Sector And Urban/rural Location 

Industrial Sector Urban Rural Total 

Manufacturing 240 12,745 12,985
Construction 166 256 422
Wholesale 17 10 27

Transport & Travel 
 284 15 299
 
Retail, Bars & Restaurants 1,279 7,542 8,821

Services 
 277 1,699 1976 
Totals ;263 22,267 2530 

(Source: Table T1, Baseline Survey, Page 22) 

From the Baseline Survey, It appears that ownership is almost evenly divided between men
and women in the urban areas, but that there are almost three times as many female-owned
SEA's as male-owned activities in the rural areas. SEA's in the Retail sector (which in
cludes hawkers and vegetable sellers) are mainly female-owned, particularly in the rural 
areas; the Service sector is predominantly male-owned in both urban and rural areas; the
Manufacturing sector has approximately the same number of male and female owners Inthe urban areas, but is overwhelmingly dominated by female owners in the rural areas,
where many women are involved in income generating handicraft production, and the 
Transport/Travel and Construction sectors are male dominated. 

The vast majority of SEA's are sole proprietorships, as opposed to being partnerships or
companies, and approximately half of SEA's have been in operation for four years or less. 
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5.1.2 Employment 

11e Baseline Survey estimated that there am approzimately 13,850 employees of SEA's 
(ewJuding the owner SEA's are very skewed towards the bottom end of the employee
scale,in terms of numbers, especially in the ruralareas, where over 80% of the SEA's have 
no employees. However, the definition of "SEA - one with less than BIO0,000 Inassets,
and less than 25 employees - excludes activities that may have larger numbers of employees 
as they ar likely t have over E100,000 inasse. 

Te majoity of employees in the Manufacturiag and Retail sctors are female, whereas 
the majority of employees in Tmansport/ravel, Constmuclon and Service sectors am male. 
The percentage breakdown of employees by gender and industrial sector in the urWbM areas 
are shown in Table 4. 

'Ibble 4: Employees Of Small Economic Activities In Urban Areas By Gender And 
Industrial Sector 

iI hb ol r Mak Feg-l-. T--ta 
Maufacturing 45% 55% 100% 
Construction 90% 10% 100% 
Wholesale 63% 37% 100% 
Transport &Travel No reliable fipres
Retail, Ban, &Restaurants 399 61% 100% 
Services 75% 25% 100% 
Totals n3% 47% 100% 

(Source: 113, Baseline Survey, Page 93) 

The percentage breakdown of employees by gender and industrial seclor in the ruralareas 
are shown in Table 5. 

lhble 5: Employees Of Small Economic Activities In Rural Areas By Gender And 
Industrial Sector 

Induafral S1te Mam Femaa ToAWl 
Manufacturing 42% 38% 1009 
CoSUUC60o 100% 0 100% 
Wholesale 25% 75% 100% 
Transport &Travel No figures availble 
Retail, Bar & Restaurants 31% 69% 1009 
services 83 17% 100% 

Totalb 39% 6% 109% 

(Source: 113, Baseline Survey, Page 93) 
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The State of the lndustzy Reports stated that far more people ar employed in Informal 

sectr maaufact~uing businesses than inthe few large scale operations is Swaziland. 

1.3 Loeatlm of Small Eeonomle Aetldlles 

The overwhelming majority of small businesses (inwhich some portion of profit isrein
vested In the activity to enable it to grow) are locatod in urban and pal-urban areas. The 
great majority of small economic activities located in ur aras ar income generating 
activities (in which all profit is utilized for peroml consumption and none iswinete 
in the activity lo enable it to grow or in which profit is withdrawn and used to capitalie 
another economic activity) 

According to the Baseline Surveys estimats the majority of urban SEAs are in the 
Hhohho and Manuel Regions, whereas the majority of rural SEA's are in the Shiseweni 
Rein 

.IA Soums of Finance 

11A1 Start-up capital 

The overwhelming majority of urba and rural small economic activity owners use personal 
funding sores 6D acquire the start-up capital necessay to commence their business. Thes 
sources include personal savings (in the form of cash or catdt) mosey provided by win
tives, loes.received from iends, money raised by the decapitalisatiou of another business, 
inheritance, etc. Relatively few SEA owners are able to capitalise their new business via a 
bak loan for various reasons, including 

a) 	 lack of a well thout-out and documented business plan; 

b) 	 lack of a banking relationshlp; 

C) 	 lack of collateral acceptable to a commercial bank (e.& frechold land, buildings, 
machinery, or legally froaen fimde-tm deposit on which the bank holds a Nen); 

d) 	 caltural determinnts, such as the few of Indebtedness, lack of understanding of 
lnterst rate vs. interest moset, e.; 

e) 	 the perception that commemial banks are reluctant to make small business loans 
to SwRAr. 

M1A2 	 Existin Small Eemoule AcdM 

A limited number of small businesses, primarily urban, are able to succesfully negotinte 
loans from commercial banks. Loes for small-scale income Seera in acdvites arn not 
&rantedby commercial banks. Informal money lenders (known colloquially as "Shylock?
in Swauzilad) are a common source of ver shot4erm (ppremimtely one mouth) loam 
for both income generating and sal business activities. No coilateral Is required, but the 
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interest rate cm be as high as thirty per cent per month. Raising funds from the cxtendcd 
faidly, fromsmvinp, and from profits of odterbusinces an also commotly used sources 
of finance.The Rural SHAD project found tht several aura loen aplican involved in. 
iacome generating activities, who did not have their uques for small loans approved, 
received the money they needed from their extended families within several weeks. 

Experience with Auldkutulisme has shown that them may be considerable potential for
 
mobilsiag savings and lending for business purposes, and other savinp and credit cooper
atives are known to exist inSwaziland.
 

Rapid diversification among urban entreprencurs, whereby a mail buslnss owncr (which 
in this camse may be an Individual or an extnde family unit) begins oue or mon small 
economic activities after commencing their initial biness, as a means of spreading rk, 
appears to be common in Swaziland. Start-up and contiuing capikilaie for one business 
owned by an urban entrepreneur is frequently provided by moving asset; from or decapi. 
talising another business owned by the same individual or family. Rural entrepreneurs 
frequently become involved in disparate economic activities (often for short periods of 
due) in order to take advantage of immediate income generating opportunities. The sum 
total of theme income generating activities may be considered the ruralperson's "business. 

Te State of the Industry Reports stated that it Is difficult for small manufacturing busi
nesses to obtain credit for eqmnsio, or working capitaL However, many businesses have 
low entry costs, and therefore financing is primarily for working capitaL. Thi is backed up 
by the findinsp of STEPs ow experimental projects (Credit Training Operations Re
search and Rural SEAD) where loan requests were mainly for working capital, not for 
equipment 

11.5 Busines Management 

91.5.1 Reord Keeping 

In general, owners of small businesses In urban areas are mor apt to keep records than 
owners of rural small businesses; however, the majority of small entrepreneurs keep no 
records at alL The most common sort of record that is kept is a reeipt book recording 
sales. 

5.142 Cash Flow and Credit Managment 

Very Jew mall economic activity owners, urban or rural, understand their business cash 
flow requirements in grow terms or its cyclical nature. Cush flow is frequently a problem 
for mall economic activities because owners often fail to differentiate betwcm bdness 
and personal funds and use the busines working capital for personal consumption or other 
non-business purposes The difference between cash and profit is frequently misunder
stood. This, In tum, leads to the use of Informal money lenden to ball the business out of 
a cash flow crunch. T7his vicious cycle of decapitlisatiom, cash flow emergencies, expensive 
short-term loans and continued decapitalisation has been cited as one of the common 
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causes for small economic activity bankruptcy. Another common cause of cash flow diffl. 
culties in many small economic activities isthe failure to control credit and to collect from 
debtors 

Training in credit management for small businesses would have a benefcial effect particu
larly with regard to dcveloping a clear credit policy. The State of the Industry Reports
suggested that quoting high and discouating for cash would encourage mor cash sales, and 
stated that the ly-bye method of sales is used effectively by smaf businesses te encourage 
sales. 

The Reports recommeded that with regard to financing of materis, eatrepreneurs 
should establish credit terms with local suppienr 30 days credit wouM be sufficient for 
most small businesses. Some SEA's have successfully established credit terms with local 
supplies; this usually only happeas after several months of being a relplar customer and 
developing a good relationship with the supplier. A beter understanding of credit man
agement is needed in order that small businecs owners have a better appreciation of the 
responsibilities involved in operating credit accounts. 

11..3 Marketing and Competition 

The Swazi Commercial Amadoda was established in 1947 by His Majesty King Sobhuza H 
to encouragc indigenous Swazi economic activities on Swazi Nation Land. It provides a 
monopoly to businesses registered with and liceaced by the SCA within a parlicular area. 
The effect of this has been to suppress competition in rural areas. 

In urban areas there is a higher concentration of small businesses than in rural areas. It is 
possible to claim that there is more competition in urban ar than rural areas, if com
petition is taken to mean more small economic activities offering the same goods or ser
vices in the same way at the same or similar prices. 

Large manufacturing businesses operate on a much smaller profit margia than small busi
nesses; this can love small producers a marketing edge particularly if they are able to retail 
direct to the customers (there was some evidence for this from Art Industries) The State 
of the Industry Reports urged standardisation of production (producing only goods that 
other customers may want), which would reduce the risks that arise from doing custom 
orders, and pointed out that the public is interested intwo thinp 'how much itcosts" and 
"how it looks". 

There is often poor understmding on the part of business owners in calculating costing of 
goods, selling price and break-even price, with a lack of quoting skills, and unrealistic 
discounts that eliminate profits. Prices are sometimes based an an estimate of what the 
individual customer is able and willing to pay, with inufficient attention to other factors 
such as costs and market prices. (On the other hand, some misguided attempts at business 
management training over-emphasise the basing of prices solely on costs, and ignore the 
need to consider market factors.) 
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SEA owners generally do not advertise. If they do advertise, it is usually by word of mouth,
aad occasionally by displaying sigus or playing music- Thc State of the lndustry Repors
recommended the use of letterheads, stamps, printed invoice books, etc. to improve busiheS image, and also with regard to products, the use of labels/trademarks to help identify
a product (consumers will pay more for a known name and this would also create greatermarket acceptance), and a better quality of finish to mor effectively compete with largemanufctuhcs With regard to design, there is an identified need to improve desip quality,
and producers do not keep abreast of curret fadliOUL 

Small manufacturers have to compete with larger businesses, which in the case of certaingoods, cg. furniture and household goods, sell on hire purchase terms This results In high
__prices, but also in a situation where customers expect to be able to purcbae-oa credit.Where small businesses do sell goods on credit, they often experience cuh-flow problems,
and also have difficulty collecting the money owed to them. 

&1.54 General 

All busiuesaes am mis-managed to some extent, but the successful ones make enoughmoney to subsidise the mis-management. However, all small manufacturers would benefitfrow better training in cash management, manaing credit sales and costing and pricing of 
their products. 

Self-identifd problems of entrepreneurs are: lack of customers; the cat of materials and
tools; and the size, availability, location and cost of suitable premises. The self-identified
solutions to these problems arc finance to obtain a larger stock of materials which would
result in more sales to customers; finance to buy more tools and equipment; and finance
for bigger and better premises at a better location. However, real problems are likely tobe an inadequate skill level resulting in poor production techniques and low quality work,
or 'marketing mix" problems (Le. not getting the right combination of the four aP*As
Product, Price, Place and Promotion Although training in the issues causing the real
problems may be needed, the challenge for the SEAD profession is how to do this training
in such a way that the business owners are receptive. 

&1.6 'fahming in ]hehnieal Skills 

According to the Baseline Survey, most SEA owners were either self-trained, or were
trained by femily or friends Whilst some owners (approximately twenty per cent in the
urban areas) received training as an employee in a firm, very few have taken formal train
ing courses or received instruction from a development programme. 
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.1.7 ikehnlcal Needs 

S1.7.1 Tools 

Well made tools can partly compensate for lower levels of skill However, tools are usually
purchased on a lowest cost basis, and entrepreneurs will continue to use inferior tools until 
they are no longer usable 

Entrepreneurs often over-estimate their need for tools. They often fel that if they only
had his or that tool they would be successful, and this often leads to loan applications for
in _,propriate itemL It is in the interest of the good use of capital that entrepreneurs keep

-nmchines working as much time as possible. STEP has experienced a number of carpenters
wanting to buy a thicknesse/plane, annual gross sales of such carpenters may not even
equal the cost of such a machine, which can be approximately BIO,O00, and which would
probably not be used by one carpenter working alone for more than fifteen per cent of the 
time. It would be more cost effective to buy ready-planed timber, but this is resisted by 
many carpenters as the cost of materials is then greater. 

The State of the Industry Reports recommended that only high-quality, low-maintcuance 
machines should be considered for financin& Such items would not depreo'ate quickly,
thus providing some security to the lender. Hire purchase schemes for financing equipment
might be a possible solution for assisting small manufacturer&- maintenance would have to
be part of the loan contract. With seldom-used equipment it may be better to rent than 
purchase equipment, although there is little availability of rented equipment in Swaziland 
at present 

Most entrepreneurs lack the knowledge and training to efficiently use their tools; this is
usually a greater problem than the perceived problem of lack of "better" tool.-Most small 
scale manufacturers have had limited training of proper use of tools and ways in which 
they can be used more productively. The Rural SEAD Project had a group of five clients
who had been trained in woodworking but could not name the basic tools of their trade,
much less use them in a safe, efficient manner. Problems aise from not-knowing the
'tricks" of the trade. Many simple tools are available to enhance the production of high
quality products; if entrepreneurs were aware of these tools they could use them to their
advantage. Common tools already in use by most small manufacturers can be modified to 
be made multi-purpose. Small producers are often not familiar with labour-saving appro
priate tools. The State of the Industry Reports recommended that this would best be 
addressed through an extension service. 

Owners of SEA's often lack knowledge of where to have equipment repaired. However,
there are few places that will repair equipment, and retailers will often only service the
brands they sell. Many informal repair shops complain about the difficulty of finding spare
parts for machines. This is mostly due to lack of information about suppliers and dealers
located outside Swaziland. The State of the Industry Report on the Repair and Mainten
ance industry divided the sector into 3 levels; 
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(a) 	 Level 1 - Very highly skilled - predominately expatriate owned. 

(b) 	 Level 2 - Competent formal sector repair businesses, predominately expatriate 
owned. 

(c) 	 Levcl 3 - Unqualified Informal sector prdominately Swazi owncd, 

51.7.2 Materials 

Many SEA owners have poor buying skiffs, and do not compare suppliers' prices. There 
are misconceptions about the advantages of buying inSouth Africa. Although materials are 
often cheaper, when all of the other costs are considered, the saving is often insignificant,
especially given the relatively small quantities in which the people concerned buy. This is
especially true if the entrepreneur is away from the business for a few days. 

Many owners of SEA's do not own vehicles, and, instead rely on "For-hire vehides and
bus services; buses are an economical (if inconvenient) way to transport materials, and are
much cheaper than 'For-hire" or personal vehicleL Entrepreneurs generally view not hav
ing personal transport as a problem; this is based on not understanding the full cost of
running a vehicle. The State of the Industry Reports suggested that if orders could beWpiggy backed" then costs of transport could be shared between several businesses. 

1.7.3 Skills 

Retail businesses object to buying from small manufacturers on the grounds that quality is
inconsistent and delivery is unreliable. It is difficult to address these issues without some 
mechanization of the manufacturing process. However, if these problems were solved the 
possibility of sub-contracting from larger firms would exist. 

The State of the Industry Reports made a number of recommendations: 

(a) The establishment of a Technical Extension Service for small manufacturers. The
staff of such a service would have to be highly skilled and have diverse technical 
backgrounds. 

(b). 	 The greater use of jigs, which would speed up production, improve quality, give
better consistency of production, and lower the costs of production. 

(c) 	 The establishment of a Material Supply Depot or bulk buying warehouse that 'sells 
to anyone who wants to buy regardless of licenses, permits, screening or other
obstructions" and which could be privately or publicly owned. It would operate on
the basis of large working capital, low mark-ups, good buying practices, a broad
technical knowledge base, and an interest in the development of new small busi
nesses. However, it may face the following constrainL. irstly, minimum quantity
purchases - the cost of sales involved in custom cutting of many materials could
make the warehouse non-viable; secondly, some types of materials would lend 
themselves to a bulk buying warehouse better than others - this is particularly true 
of the sewing and softgoods trade. 
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(d) 	 The production of a monthly or qiarterly newsletter that would indude up-to-date
information on pricing, costs of materials, advertisements by suppliers (to subsidise 
the costs of production), maintenpnce information, product designs, and general 
market information. 

A major issue requiring attention concerns vocational training which is presently largely
geared towards low-level basic skills. There is very little availability of training for skills 
upgxading at a more advanced level. A further Issue is that of safety in the workshop - this 
is often cited as a serious issue, which should be given more attention in vocational training 
,entre . 

5.1.7.4 Workshop Spar# 

The State of the Industry Reports considered problems of access to land in peri-urban 
areas, where the better locations are taken by traders. A poor business location often 
means poor access to raw materials, little access to customers, and poor transport accessi
bility. The small size of some available workshops does not provide adequate space for 
production, and gives little opportunity for cxpansion and growth. Rentals for workshops 
vary considerably, and there is a serious shortage of suitable premises for smail manufac
turers. 

On SEDCO sites (of which there is one in each of the main towns in Swaziland), it is 
difficult for a business to grow larger, there is a lack of movement into the 'real world", 
and tho sites are poorly located; BMEP also suffers from similar problems in its design,
though it is still too early to see whether BMEP can overcome these problems in practice. 

The Reports recommended that suitable workshop space be built in cooperation with the 
municipal authorities and donor agencies. The Rotary shopspace project (see section 4.1.9)
might form a suitable model for future experimentation, and may provide some potential 
for donors to work with local service clubs, church organisations, etc 

S,2 SWAZI CULTURE AND SMALL BUSINESS 

1.2.1 Motivation for Being in Business 

Swazi culture strs individual effort, self-reliance and the freedom to disburse property 
as one sees fit; these traits lend themselves to the role of SEA owner. There arc limited 
opportunities for waged employment in the Kingdom. Such opportunities become more 
limited as people become older if they have not established a work record while young 
An alternative to waged employment is to start a small economic activity. Although owning 
a SEA is considered more risky than being a waged employee, it is felt that the potential 
financial gain is greater, and there is a general belief that SEA's offer one of the few forms 
of economically sustainable retirement for older people (particularly civil servants, aca
demics, teachers, etc.) who leave wage-employment. Many civil servants, and others work
ing in the public sector, operate a SEA by "remote control" whilst still working in paid 
employment. 
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According to the Baseline Survey, most SEA owners claim to be in business to cam a 

living 

5.2.2 Beliefs About Male and Female Roles 

Traditionally small businesses have been owned and managed by men. It is generally be
lieved that ==!j bu~ness owners are more likely to squander money drinking and chasing 
women. Conversely it is felt that male business owners are attractive targets for unmarried 
women, as their "businesses* generate wealth (income) and provide security. 

Women are generally responsible for raising, feeding and clothing their children and paying
school fees, and out of economic necessity, many women start their own SEA'& This causes 
women to be characterised in the following ways: 

a) 	 They are hard workers, reliable, dependable and trustworthy; 

b) 	 They are thrifty, good managers and decision makers; 

c) 	 They generally do not make gifts out of a store's stock to relatives, as men are 
believed to do in keeping with the expectation of generosity towards extended 
family. 

It is generally more difficult for women to have access to credit compared to men, which 
may contribut. to women being more careful with any money they have. 

1Tis also causes a dichotomous situation (more in rural than urban areas) whereby women 
are expected to provide the money needed toraise their children, but conservative hus
bands do not want them to be economically independent 

In general, men believe that women "manufacturers* should limit themselves to the ac
cepted (and stereotypic) women's activities, i.e. sewing, knitting, basket weaving and other 
handicrafts, although this belief is breaking down. Whilst women provide the bulk of ag
ricultural labour, small economic activities run by women that produce agricultural pro
ducts are generally not considered to be "businesses', whereas selling agricultural produce 
is. 

It is easier for women, especially single women, to own businesses in urban areas than rural 
areas. 

&2.3 Beliefs About Young and Older Business Owners 

It is commonly believed that young people are better educated and more familiar with
modern technology than older people, and are more receptive to training; therefore, they 
arc better equipped to deal with the complexity of the present business market They share 
modern consumer tastes and know how to satisfy them, and they feel that small economic 
activities have an important role to play by contributing to the development of the com
munity and country. Some of them want to earn a profit and reinvest it to enable small 
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businesses to expand. Young people are healthy, strong active and enthusiastic about their 
businesses, and because young SEA owners generally have not established families yet,
they have fewer responsibilities and can work harder at their businesses. 

However, some young people may be interested in superficial things, such as parties,
fashionable clothing, buying cars and impressing each other, they may misuse business 
funds to finance their expensive life styles. In addition, they may be dependent on their 
parents, who may interfere in the management of their activity. Young people are not 
trained to run businesses, lack capital to start them, and many may prefer the security of 
waged employment 

.ts commonly believed that older people are settled, reliable and mature, and, therefore,
make good managers. Older people have saved money from their wage-employment jobs 
to be able to start their own business, and if their employment careers have been illustrious, 
they want to maintain their success and lifestyle. If they have been poor, they see starting 
a business as an opportunity to change their fortunes. 

Some older people view small economic activity as a means of generating income at a 
subsistence level in their retirement, and they may have family obligations which detract 
from concentrating on their activity. As a result they are less concerned about building the 
business and reinvesting profit 

Older people are conservative, resistant to change, and may not be as well educated or as 
knowledgeable about business practices as young people are, and may not easily deal with 
the physical and mental demands of a business. 

52.4 Competition 

Traditionally, production was for subsistence, not for sale or exchange, and competition 
was unnecessary. In addition, personality traits which promote competitiveness (aggress
iveness, em) are discouraged and those traits which tend to curtail competition are pro
moted as "Swazi" (positive) virtues. Examples of these arc generosity, sharing, reciprocity,
helpfulness and modesty. However, definitions of what is "Swazi" and "UnSwazi" are fluid 
and are often manipulated by those that stand to benefit. 

Comp titive business behaviour in Swaziland sometimes means copying existing busi
nesses. "Common" businesses are those that other Swazis have already staited and have 
made a success at, such as bottle stores, butcheries, groceries, general dealerships and 
transport in the urban areas, and general dealerships in the rural areas. Conversely, un
common businesses are those that other Swazis have not engaged in or have not succeeded 
at, although obviously there are exceptions to this. However, it could be that there are 
constraints other than cultural ones that affect choice of business. Copying of other busi
nesses could be the first stage in adopting competitive behaviour, and, in general, the 
distinction between *common" and "uncommon" businesses for Swazi to own may break 
down as the economy broadens and people acquire more business-related experience. 
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As a corollary of this discussion it should be noted that copying other businesses is rein
forced by lack of business creativity and limited role models. The Swazi educational system 
teaches by rote, as in the majority of countries in the world. Rote learning does not en
courage and reward creativity. Unfortunately, this sort of learning, starting at an early age
and thereafter reinforced through life, does not prepare a potential Swazi business owner 
to innovate or visualise him or herself as the owner of a business different from those 
around them. Likewise, because the gamut of economic activities that established Swazi 
entrepreneurs, who serve as role models for other potential business owners, have been 
successful at is limited, this in turn reinforces the perception that to be successful you must 
run a 'common" business. 

There are some part-time or "informal" Swazi SEA's that are run by employees that com
pete clandestinely with their employers in the service sector. It is a common practice for 
employees who moonlight in their own SEA in "competition* with their employer to 
undercut the large company's price by ten per cent and to do the work in the evening or 
weekends. Some employees may be prompted to do this by the perception that their wages 
are unduly low compared with the company's profits, but it does constitute competition 
based on the employer's investment in their training, the advertising and promotion of the 
service offered, which identifies a prospective pool of customers, and trade discounts based 
on their position as an employee of the large firm. The SEA owner is often able to procure 
work in competition with their employer based on greatly reduced administrative costs of 
their scale of activity. 

5.2.5 Work and Self-employment 

In general, a paid job is seen to provide safety, security and predictability. Many waged 
employees, particularly young people, see paid employment as the first step towards owner
ship of a business. They believe that this is achieved through savings, which eventually will 
be used to capitalise the business. Professionals and managers are sceptical about this view, 
expressing difficulty in accumulating money. 

Older, more experienced waged employees, particularly those at mid to high level, are 
more apt to want to hold on to their paid jobs and not jeopardise the security and com
fortable life style they represent for the uncertainty and insecurity of self-employment, than 
younger employees. However, this appears to be a cross-cultural phenomenon in that in
creased age is associated with mo - conservative economic behaviour because of greater 
responsibilities and having more to lose than at a younger age. In general, it is possible to 
state that leaving paid employment for self-employment at an older age is perceived as 
more of a risk than at a younger age, unless the paid job is very insecure, at a subsistence 
level or the employee is dissatisfied with it. 

Mid to upper level professionals may face great peer scrutiny when they leave waged 
employment for self-employment, and may be criticised if they fail and envied if they 
succeed. The main criterion for judging success or failure appears to be financial. 
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For some people it is only upon retirement that they realise the ambition or need to 
become independent A general goal of waged employment is to retire with a large enough 
severance pay or pension to be able to use that money to capitalise a small economic 
activity and thereby ensure a sustainable retirement 

A husband may not allow the wife to own the money she earns and to spend it as she sees 
it. Because a paid job brings a constant (and known) income, married woman are less able 
to "hide" income from their husbands for the family's personal consumption needs than if 
they are self-employed. 

Self-employment is admired because it is believed to represent independence and the route 
to financial success. It is generally believed that tie self-employed business owner earns 
more income than a waged employee. A motivating factor for self-employment is the 
admiration derived from ownership of a business and the satisfaction of independence. 

People feel that starting their own business releases them from dependent and subordinate 
relationship - "being your own boss", and therefore not being answerable to others, is 
viewed very positively. 

5.2.6 Finance and Planning 

Most Swazi Entrepreneurs do not have long-term plans for their businesses. They operate 
on a day-to-day basis, and financial management tools, such as cash flow projections, are 
not generally used, often concentrating only on the buying and selling of stock. Some 
entrepreneurs spend money as they receive it and do not keep track of their income and 
expenditure. 

Due to unfamiliarity, proper feasibility studies arc not conducted before the entrepreneurs
approach the banks for loans. Commercial banks have experienced difficulties in obtaining
vital information from Swazi entrepreneurs about their businesses when requesting loans. 
This is partly a reflection of cultural attitudes concerning the privacy of financial matters. 
STEP itself has experienced loan applicants who falsify information in such a way as to 
make the business appear to be performing better than it really is 

Swazi entrepreneurs feel they have a right to loans for establishing businesses since they 
are also contributing towards the development of the country. They expect government to 
do something for them to help in the collateral issue by urging development agencies and 
banks to give them financial assistance. When Swazi entrepreneurs hear that the govern
ment gives expatriate companies benefits such as depreciation allowance and tax holidays,
they obviously expect some government assistance too. 

There is a high default rate among Swazi entrepreneurs, who have a poor record of re
paying their debts to the formal commercial sector. This could be partly due to poor
business planning, and partly a result of Swazi culture, as traditionally Swazis do not rec
ognise a fixed timeframe for repayment of a debt In addition, it could result from speeches
made by influential people in the years preceeding independence, to the effect that loan 
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repayments should not be obligatory; thus bank loans were deemed to be development 
funds/handouts and need not be repaid. 

Many Swazi men cannot afford to buy land in urban areas, but can acquire land from their 
Chief on Swazi Nation Land. This puts them at a disadvantage when seeking bank loans, 
since zommercial banks usually require immovable property and title deed land for collat
eral. 

Traditionally, Swazis measure a "man's" wealth by the number of cattle he has. Although
cattle are the most common asset owned by Swazis, small Swazi entrepreneurs find it 
difficult to obtain loans from commercial banks since cattle are not considered as collateral 
because of the problem in controlling the asset (In Swazi custom and law, married women----
do not own property). 

Some Swazis prefer to borrow money from informal money lenders rather than from the
 
bank as the process is quicker and no collateral is required. Banks have a bad reputation

with Swazi entrepreneurs for having repossessed property from people who failed to repay

loans. However, informal money lenders have a low default rate, and it could be that they
 
are better at selecting loan recipients than the banks.
 

Interest is a new concept in Swazi culture, e.g. a family can borrow a sack of maize from
 
their neighbours, and pay back the same amount of maize without any addition the next
 
season.
 

With the learning process that they are undergoing more entrepreneurs are beginning to
 
see the convenience of cheques as opposed to cash payments.
 

5.2.7 Success and Failure 

In the traditional setting, symbols of economic success were limited to cattle. With the
 
modern Swazi entrepreneurs, small business ventures are an index of wealth and achieve
ment 

A common perception is that some Swazi business men and women are used as fronts for 
businesses that are heavily financed by South African Indians". Another possible source 
of finance for some businesses is illicit trade in mandrax, dagga and stolen cars 

Ancestors are seen as having an influence in the business performance and outcomes. 
Some Swazis consult them for success of their activities. Some Christians solicit the assist
ance of God in the service of their businesses. They believe his intervention yields success 
to the business. Like that of ancestors, the role of christianity in one's business is passive. 

Bewitchment is a popular explanation of business failure, and the only counter to bewitch
ment is to consult with an inyanga. "Witchcraft is like cosmetic& It boosts your self-con
fidence." 
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Whilst some people ascribe success in business to the "luck" (positive influence) of ances
tral guidance or to God, others credit success to hard work and perseverance. Swazis are 
seen as people who are more likely to throw themselves at the tasks at hand when short
term rewards are clear. They are also more likely to work harder when the results of their 
labour is in the workers' own immediate interests - e.g. in their own business. 

It is perceived that a certain level of literacy is necessary for effective business manage
ment. However, formal school education is a preparation for employment rather than 
self-employment; this is a weakness of the education system. 

An entrepreneur needs experience and exposure to the world of commerce. Natural ability
.(entrepreneurship) is also highly rated for effective business management -

52.8 Tust 

Most Swazis are not trustful and are suspicious of outsiders. They think outsiders have 
ulterior motives for getting involved with them. Employees are not trusted with cash or 
material A businessman may not even trust his wife, but he would prefer to employ his
wife or another close relative to outsiders, on the grounds that at least anything misappro
priated from the business will be circulated within his own family. 

Management problems become acute because of mistrust problems whenever the entre
preneur is forced to delegate responsibility. This affects part-time businesses and also limits 
the size and scope of the enterprise to that which can be controlled by one person. 

Most joint ventures are looked at with suspicion by all parties involved as financial man
agement has always been a problem and monies have been misused by those in control;
in a community project, the initiator is always scrutinised by the other community members 
on his or her past activities and future intentions. Most Swazi entrepreneurs would like to 
be by themselves in business because they usually think that the money they share with 
others could all be thcirs if they were not in partnership; they fear that partners may not 
work as hard as they are willing to but will get the same benefit. Unwillingness to enter 
into partnerships, together with lack of capital, deflects entrepreneurs from small manu
facturing options, which require more labour than one person can provide. 

12.9 Risk 

Entrepreneurship involves risk-taking. Swazi businesses can be said to face greater risks 
than most entrepreneurs: in addition to all the "uncontrollable" economic factors, there 
are also the "uncontrollable" religious and supernatural factors at play. 

5.2.10 Respect and Responsibilities 

Traditionally, Swazis are expected to respect older people and not question their wisdom. 
All Swazis are expected to be responsible for the upkeep and general well-being of all 
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members of his/her extended family, extended family life is still very strong in Swaziland. 
Responsibility can be discharged by means of wives, cattle, etc. However, money has 
become a more easily obtainable means of effectively discharging responsibility. 

5.3 ECONOMIC AND REGULATORY ENVIRONMENT 

There are numerous laws and regulations affecting the operations of SEA's. Many of them 
are widely ignored and/or not understood, and for many SEA owners, especially those at 
the lower end of the scale, it is virtually impossible to operate completely within the law. 
Even people i;, positions of authority often give misleading and conflicting guidance, e.g 
over Trading U ence procedures. 

Many types of businesses require licences in order to operate legally. A common complaint 
of potential business people in Swaziland concerns the long and bureaucratic delays in 
obtaining licences, particularly in the rural areas. The problem is compounded by the 
inter-linked web of regulations (e.g covering health and taxation) with which people must 
comply before they can be granted a licence. Applicants (and even organisations assisting 
them) quickly become confused particularly by the lack of clear guidance and information 
on the part of officials, who are themselves often confused and give contradictory infor
mation. However, although it is virtually impossible to operate completely within the law, 
particularly at the lower end of the SEA spectrum, the laws are not always strictly enforced. 

There is a lack of a clear government policy which deliberately promotes small enterprise.
Foreign investors enjoy generous incentives and benefits which are not available to in
digenous small businesses. 

Furthermore, the government's buying policies through the Tender Boards favour the 
larger companies which are usually foreign-owned, and are often based outside Swaziland 
(notably in South Africa). 

Although organisationa working in SEAD are aware of these problems, there has been 
little formulated in terms of a specific alternative policy and regulatory environment that 
would benefit small businesses. 

5.3.1 Tender Boards 

The Policy Environment Study stated tOat with respect to the GOS Tender Boards, a ten 
per cent price preference can be given to services tendered by Swazi registered and Swazi 
owned companies and goods where the last process is in Swaziland. Technical tenders 
require the expert advice/recommendation of the relevant ministry. The Study found that 
the "Proven track record" requirement of the Tender Boards discriminates against local 
tenderers, and that local contractors claim there is corruption although this is not substan
tiated. According to the Study, Sibakho urges that government should award tenders to 
indigenous Swazi businesspeople; SEDCO says that government's specifications are too 
rigid, for example by stipulating the use of materials in contracts that are unavailable 
locally, and the Ministry of Commerce says protection is "a non-starter mainly because of 
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the peculiar conditions of the SACU" and also that further measures (in addition to the 
ten per cent price preference) would need amendment of the Stores Regulations, which 
requires the initiative of the Ministry of Finance. 

5.3.2 Companies 

The Policy Environment Study found that foreigners can easily register a company, then 
obtain work permits, then compete with Swazi-owned businesses, sometimes including 
some token Swazis as Directors. In practice, this seems to apply more to the larger com
panies; it is known that foreigners setting up smaller companies experience difficulty in 
obtaining work permits. 

5.3.3 Price Control 

The Policy Environment Study found that price controls exist on basic consumer goods,
including milk, bread, petroleum products, soft drinks and mealie-meal. However, Inspec
tors have difficulty enforcing the prices of certain items, notably paraffin and dairy pro
ducts. 

5.3.4 filading Licences 

There are different types of Trading Licences for different businesses, with some types of 
business activity not requiring licences; however, obtaining clear guidance on whether a 
licence is needed, and, if so, what type, is not easy. Furthermore, there are often bureau
cratic delays and inefficiency in the licencing application procedure. At the same time, 
however, the Ministry of Commerce, Industry and Tourism operates a pragmatic policy,
whereby a business found operating without a licence is reminded of the need for com
pliance, and given a certain amount of time to comply. 

According to the Policy Environment Study, in rural areas, for SEA owners operating on 
Swazi Nation Land, the applicant requires the approval of the Chief, the Regional Branch 
of the SCA, and the National Executive of the SCA. If the latter approves the application,
it is forwarded to His Majesty the King for final approval. However, it has become the 
practice for the Regional Licencing Officer to grant Trading Licences subject to the King's 
consent. The Licencing Officer, in deciding whether to grant an application, considers, inter 
alia, suitability of the premises (which may depend on comments of the Regional Health 
Inspector), the amount of capital to be invested and whether this is suitable for the pro
posed business, and the applicant's financial standing. The Licencing Officer would need 
to see a letter from the SCA approving the grant of a licence and stating that the applicant
is a member of that organisation. 

The Policy Environment Study states that the applicant could be frustrated in the approval 
process by being refused consent by the Chief or the SCA, being unable to obtain the 
King's consent due to a backlog of applications, or being unable to produce financial 
statements required by the Licencing Officer. 
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In urban areas, the Licencing Officer considers a Trading Licence application on the basis 
of compliance with local authority health regulations, availability of initial capital and pos
session of the necessary experience/acumen to run the business. 

Annual renewal of a Trading Licence requires the production of a Tax Clearance Certifi
cate which proves that the applicant has fulfilled his/her obligations, if any, to pay income 
tax and graded tax. 

The Policy Environment Study states that present licencing procedures are to be 
superceded by new ones specified in the Trade Control Act, 1986, which gives powers to 
a committee, rather than the individual Licencing Officer, to decide on Trading Licence 
application 

5.3.5 Income Ibi 

All persons in receipt of income earned in Swaziland are required by law to be registered
with the Income Tax authorities. A Tax Clearance Certificate is issued by the Commis
sioner of Taxes annually to people who have discharged their tax liabilities; such a certifi
cate is needed in order to renew a Trading Licence, buy or sell property, and buy or sell 
a motor vehicle. 

According to the Policy Environment Study, the Commissioner of Taxes assesses tax based 
on businesses of a similar nature in the vicinity;, if the business owner considers the tax to 
be too high, s/he is required to prove it by producing audited accounts, which often do not 
exist, with the result that some SEA owners pay too much tax. However, the cost of hiring 
someone to produce audited accounts may often be greater than any potential savings in 
tax liability that may arise. 

BMEP's experience with the Tax Department has shown that although the Tax Department 
does not necessarily require accounts audited by a qualified accountant, it does require a 
Statement of Income and Expenditure, and a Balance Sheet However, BMEP has found 
that this does not always result in accurate tax assessments. 

Most SEA owners do not understand how Income Tax is calculated. The STEP Survey of 
Consulting Firms for Small Businesses showed the existence of a number of firms doing
accounting or auditing work for small businesses, primarily for Income Tax purposes. Al
though this results in compliance with Income Tax laws, particularly by the larger SEA's 
that tend to use such firms, it does not lead to a better understanding of Income Tax. The 
Ministry of Commerce and the Department of Taxes conduct seminars for small business 
owners, though it is not clear how effective these arc. BMEP has conducted well-designed 
seminars with realistic examples and has also worked with individuals in completing Tax 
Returns and in explaining Tax Assussments; this has resulted in a better understanding,
although such interactions have been with relatively well-educated SEA owners. 

At the lower end of the SEA spectrum, although many of the owners are registered for 
tax (primarily in order to obtain the Tax Clearance Certificate required for Trading 
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Licence renewal), income from such activities is so low that very little Income Tax is 
payable. The State of the Industry Reports stated that the informal sector remits virtually 
no Income Tax, and that this is not a major source of revenue to the GOS. 

5.3.6 Sales Thx and Customs Duties 

The State of the Industry Reports pointed out that the main way the GOS receives income 
from the informal sector is when the business income and profits are spent on goods on 
which sales tax has been paid. When goods purchased in South Africa are brought into 
Swaziland Sales Tax is paid at the border at a rate of ten per cent of the purchase price.
Often a second invoice is produced as "proof" of the purchase price, with the value un
derstated-by.as much as half A great deal of under-reporting of goods imported occurs;
based on some reports approximately sixty per cent of the goods enter Swaziland untaxed. 
For larger, busihesses, goods are exempt from Sales Tax if they are to be used in manu
facturing. Interpretation and implementation varies between different border posts. It is 
commonly believed that Sales Tax is payable on all materials brought into the country, and 
also that charging Sales Tax is unfair as it reduces already low profits. 

Goods bought in South Africa are normally subject to payment of South African Govern
ment Sales Tax (GST), unless the goods are for export However, proof of intent to export
is required, and there is no universally accepted form of proof; although a passport and 
trading licence arc often accepted. In recent years many South African shops have been 
prosecuted and held liable for uncollected GST, and therefore many are unwilling to grant
exemption from GST; consequently some people have to pay GST and are then also liable 
for Swaziland Sales Tax 

Customs Duty is only payable in respect of goods imported from outside the Southern 
African Customs Union (SACU - which comprises South Africa, Swaziland, Botswana and 
Lesotho). 

5.3.7 Economic Climate 

Swaziland has a capitalist economy, dominated by large foreign-owned firms (largely South 
African and British), which is closely tied to that of South Africa both through its close 
physical proximity and membership of the Southern African Customs Union. Foreign in
vestors arc attracted to Swaziland by government policy that is conducive to foreign invest
ment, low labour costs and little history of "labour unrest", and ready access to supplies 
and markets in South Africa, but without the problems associated with being located in 
South Africa, as well as benefitting from Swaziland's membership of the Preferential Trade 
Area. In addition, many large South African firms, particularly those running retail chain 
stores, have branches in Swaziland. 

This situation results in considerable competition for many small economic activities. For 
example, items such as clothing and furniture are mass-produced in South Africa and are 
readily available in Swaziland at prices that reflect the economies of scale at which the 
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South African firms are able to operate, and with which small-scale producers are unable 
to effectively compete. 

The Policy Environment Study stated that "... no clear policy exists for the promotion of 
small businessmen/entrepreneurs. The focus presently is towards large scale foreign enter
prises which it is assumed generate employment opportunities and much needed foreign 
exchange." Sibakho, in particular, has expressed concern at the emphasis the GOS places 
on foreign investment, and the relatively little interest in, and support for, small-scale 
indigenous entrepreneurs. 

5.3.8 Banking Policies and Practices 

The Policy Environment Study stated that the banks' claim to give credit on the basis of 
merit The applicant should be known to the bank, have a proven track record, have proof 
of viability of the enterprise, and have collateral. The banks view Swazi businesspeople as 
lacking in: planning, financial records, understanding of markets, dealing with competition 
and giving service to customers. 

There is a widespread perception voiced by Sibakho and individual entreFreneurs that the 
banks are prejudiced against Swazi businesspeople and do not want to give loans to them, 
or if they are willing to give loans, impose collateral requirements that many are unable 
to meet. Whilst STEP has no clearcut evidence to support or refute this perception, it 
seems likely that banks do not know how to deal with small-scale entrepreneurs; at the 
same time it is not always clearly understood that banks, themselves, are businesses that 
are meant to make a profit for their shareholders, and that the interest and other charges 
are simply not enough to cover the banks' costs of dealing with small loans, especially when 
the applications may be poorly presented and lack security. 

5.4. SMALL ENTERPRISE ASSISTANCE METHODOLOGY 

5.4.1 Revolving Loan Credit Programmes 

STEP's direct experience of running loan credit programmes in experimental project num
bers 3 and 6 (Credit Training; Operations Research and Rural SEAD respectively) have 
shown that credit training is an effective methodology that makes credit available, develops 
relationships between assistance agencies and recipients, and results in loans being repaid. 
Both of these projects adapted the methodology described in section 5.4.1.3. 

As described in section 4.1.1, Sibakho only partially implemented the loan scheme for 
which a STEP grant was given. Although STEP gained only limited information on the 
three loans that were granted via Union Bank, it is known that performance of these loans 
was not good and that there were repayment problems. Whilst Sibakho's preoccupation 
with other matters has prevented it from fully implementing this scheme, this may also 
have been the reason for the poor results of the loans that were actually given. 
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STEP's experience with Asikhutulisane through experimental project number 8, as de
scribed in section 4.1.8, has generally been positive, although it was felt that some of the 
early loans given from ihe STEP grant were not good from a SEAD point of view. How
ever, Asikhutulisane's established methodology of granting loans on the basis of members' 
past savings record and relationship with the Cooperative forms a good basis for the grant
ing of effective small business loans. In any case, the repayment rate has continued to be 
high for loans given from the STEP grant regardless of whether STEP initially judged them 
to be good loans. 

BMEP granted seventeen loans to in-house Participants primarily for raw materials and 
equipment, mainly during the first year. Several of these loans were granted after BMEP 
had extended credit with rather unclear terms, and the loans effectively replaced.the credit. 

--	 The-loans were not given based on a careful analysis of each business situation or its future* 
projections. Although STEP does not have up-to-date statistics on these loans, it is known 
that BMEP had considerable difficulty in collecting repayments. The evaluators report on 
BMEP stated that forty-one per cent of the loans were in arrears, although this is not 
necessarily the same as being in default. STEP feels that BMEP's lack of initial SEAD 
expertise and unclear methodology and high expectations on the part of the Participants,
that were raised before BMEP even started, contributed to poor results with loans granted. 
Many of the problems have since been addressed, and BMEP may be the most appropriate 
organisation in Swaziland to implement a credt training programme in future. 

Unfortunately, the duration of STEP has been too short for any of the loan funds to 
revolve; however, STEP feels that a loan programme with an appropriate methodology,
such as credit training, or one that relies on an indigenous organisation's personal knowl
edge of, and relationship with, loan recipients, would effectively revolve. 

STEP's experience has been that the effectiveness of a credit programme depends largely 
on how credit is given. The systems approach of credit training that combines the granting 
of credit with training in business skills, where loans are granted only after developing 
relationships with clients, and are based on a clear legal relationship, has been shown to 
be 	an effective methodology. 

However, the experimental nature of STEP, with its emphasis on information 'gathering,
did not allow for an in-depth examination of the cost-effectiveness of loan programmes. A 
loan programme that is concerned mainly with ensuring a high repiyment rate and not 
with monitoring improvements in business performance (or even with monitoring whether 
the loans are used for business purposes) would be relatively cheap to run. Apart from the 
loans given from the STEP grant, Asikhutulisane has granted loans based on the applicants' 
past record and relationship with the organisation, and has not coitcerned itself with how 
the loans were used; the monitoring of loans given from the STEP grant entailed a con
siderable amount of additional staff time and transport costs. A loan programme that did 
not involve extensive monitoring would certainly be cheaper, but experience of the Rural 
SEAD projcct has shown that many of the loans given would be used for personal con
sumption and not for SEA purposes. 
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An issue that has arisen repeatedly during STEP has been that of interest rates and interest 
amounts. Interest rates are often perceived to be unjustifiably high; this perception oc
curred with the 24% interest charged by STEP in the Credit Training Operations Research 
and Rural SEAD projects, and even with the 12% charged by BMEP. However, when the 
interest armunt, as opposed to the rate, is explained to recipients it quickly becomes 
apparent that the amount is usually insignificant, especially when compared with other 
business expenses and when compared to the additional returns on capital that the loan 
may bring to the business. STEP has argued that high interest rates are justifiable if it 
enables a loan scheme to cover its costs and if it results in loans being available to people
who would not otherwise qualify. Indeed, one of the problems that commercial banks have 
in dealing with small businesspeople is that the interest amount and other charges on small 
loans are insufficient to cover their costs. 

STEP has found that confusion and misunderstanding about interest rates and interest 
amounts not only among SEA owners, but also within assistance agencies, whose well
meaning, but sometimes misguided approach of instigating heavily subsidised loan schemes 
with low interest rates was described in the STEP Project Activities Report January to 
June 1987 as a 'Prevailing Conceptual Confusion". 

5.4.2 Extension 

At Art Industries, STEP provided extension services of a relatively long-term nature (as
opposed to "quick fixes" that were more common in the Credit Training Operations Re
search Project). STEP gave effective technical advice and did extensive work on product
costings and detailed market analyses. STEP also did some extension work with a group
of weavers who loft Art Industries prior to the implementation of the STEP experimental 
project; this group acted as a control group for the Art Industries spin-offs. The weavers 
have learnt something about costing and record-keeping and their business acumen has 
increased partly because of the training given through extension work. STEP's involvement 
with Art Industries itself has led to some price adjustments on the part of the company
and decisions to stop production of certain items; this was a result of a better understanding
of the costs of producing each item. Although extension services of the type provided to 
Art Industries can be effective, they need suitable staff with relevant knowledge and ex
perience, which could be expensive. 

The Credit Training and Rural SEAD Projects and the miscellaneous technical consult
ancies demonstrated a clear need for extension services covering both business manage
ment and technological needs. The miscellaneous technical consultancies and the work 
with BMEP also demonstrated a strong need for the provision of extension and training
services to organisations involved in income generating activities and with small businesses. 

BMEP's experience with extension work was very limited, partly due to the time taken to 
recruit and train staff and design a suitable methodology. However, it quickly became 
apparent that there was little interest on the part of entrepreneurs in being clients of an 
extension service, unless there was a possibility of them receiving loans. This led to BMEP 
seeking funding for a loan scheme that would be administered as part of the extension 
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service. BMEP's experience seems to confirm that lack of finance is perceived by many
entrepreneurs as being their main problem, and that the only way to deal with the real 
problems (which may or may not be lack of finance) is to use a methodology such as credit 
training that includes the availability of credit as an inducement 

In recruiting extension staff, BMEP faced the same problem as STEP in that SEAD is a 
relatively new profession in Swaziland, and hence there is not a ready pool of experienced
personnel This has implications for training where there may be need to be substantial 
attention given by implementing agencies in order to ensure that appropriate advice is 
given to clients. 

Extension services can be focussed on business management and financial issues, or on 
technological issues, or a combination. However,any type of extension service needs to 
quickly show that it is of benefit to te clients if it is to have credibility. 

14.3 'fraining 

At Art Industries, the STEP Technology Advisor, who had a background in arts and han
dicrafts, was able to combine and integrate technical and business advice to the spin-off
businesses and to Art Industries itselL This included training in business monitoring meth
odology. Art Industries continues to monitor the spin-off businesses, as well as each pro
duction sub-unit within the company. The three successful spin-offs continue to maintain 
their own stock control systems, and to use the production methods learnt as a result of 
STEP's involvement 

As a resource for the Credit Training; Operations Research experimental activity, the 
STEP Technology Advisor was able to advise one client on more efficient use of materials,
which cut his wastage by 20% and was probably of much more benefit to that business than 
any management training. 

BMEP has conducted formal training sessions on a part-time basis for full-time Partici
pants, on a full-time basis as Introductory courses for new Participants prior to joining the 
full-time programme and others, and to existing businesspeople in the form of one day
sessions. The training has covered a wide range of topics, with the full-time Introductory
Courses geared towards production of Business Plans by the trainees. In addition, a con
siderable amount of informal training has occurred in individual interactions. 

It is very difficult to evaluate training, particularly in the absence of a control group, and 
in the case of a relatively new project where there has not been ;ufficient time to assess 
how the Participants are going to perform in future. In addition, it should be stressed that 
most of BMEP's Participants were relatively well-educated (most of them having a mini
mum of Form III education; the sessions have usually been conducted in English, and 
those Participants with a low level of education have had difficulty in coping 

Although BMEP's training appears to have been generally well-received in classroom situ
ations, it isvery difficult to gauge whether the training has resulted (or is likely to result) 

December 1989 STEP Final Report page 47 



in any improvements in business performance. One of the problems encountered when 
doing the twice-weekly sessions for the Participants was that the Participants were often 
reluctant to spend time away from their business - it was more important to them to spend 
the time allocated for training to attending to customers, producing goods, or purchasing 
supplies. 

An interesting innovation at BMEP has been the conducting of sessions in Entrepreneur
ship, or "Achievement Motivation Training" (AM). Such training is based on the assump
tion that not everyone has the personal characteristics that make a good business-person, 
and may be motivated by power or the need for social affiliations, which may involve 
different (and sometimes contradictory) characteristics to those required to succeed in 
business. AMT is aimed at helping people to identify whether they have entrepreneurial 

-characteristics, and how they can become mor entrepreneuriaL. 

Although not the .subjects of any STEP activities, it is known that both SEDCO and the 
Ministry of Commerce conduct formal training sessions for entrepreneurs. However, 
STEP's knowledge of such training is that it is over-academic, lacks practical orientation, 
and does not appear to result in any improvement in business performance. 

Some assistance was given to the Sibakho Project Manager in drawing up criteria and 
methodology for their proposed revolving loan scheme. The Manager of Asikhutulisane 
spent a week atCARE as part of his orientation, learning about loan scheme methodology, 
including use of balance sheets for monitoring purposes. BMEP staff received ongoing 
training over the first two years of STEP in SEAD techniques, particularly business moni
toring systems. BMEP itself has been used as an informal training environment for staff 
of other organisations, and BMEP has started to provide formal training for other organi
satLons. 

Although STEP did not promote itself as a SEAD training institution, it received numerous 
requests for training and assistance from other organisations, and has played a major role 
in enhancing awareness about SEAD issues in Swaziland. There appears to be considerable 
potential for a project or organimation that can provide such traning to other organisations; 
in the longer-term BMEP may be able to develop such a capacity, but in the meantime a 
support unit that can build on die expertise developed by STEP may be the most appro
priate way of providing training to organisations. 

5.4.4 Incubator Schemes 

An incubator scheme is one where help is given to new businesses to start, lots of support 
is given, and then at a certain stage the business is expected to graduate and move else
where. STEP's main involvement with such a scheme has been at BMEP. However, for a 
number of years, SEDCO has operated incubators on a much larger scale. SEDCO's ap
proach of constructing estates from which entrepreneurs were expected to graduate after 
a certain time was criticised as creating too much dependence; such criticisms are difficult 
to assess objectively in the fight of many other factors affecting success or failure of busi
nesses that may have commenced in an incubator. Certainly BMEP if still too new to state 
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definitively whether its incubator nature is an appropriate form of assistance methodology. 
However, one factor that may affect the operations of an incubator scheme is the location 
of the incubator BMEP is situated on the outskirts of Manzini in a location that makes it 
difficult for both BMEP Participants and their customers unless they have transport One 
effect has been that BMEP workshops are often dosed whilst the Participants are buying 
supplies, selling products, doing work for customers elsewhere, or looking for customer. 

A further problem with BMEP has been the relatively luxurious nature of the workshops 
provided, which have not been in fine with what the Participants would be able to rent on 
the open market 

BMEP has, however, provided an opportunity for the staff to develop a dose relationship 
.	 with the Participants, and to closely monitor the busincssc. As such, it has provided valu

able training opportunities for BMEP's staff (and, Indeed, for the staff of STEP). Whether 
any long-term viable business have been created is still a matter of speculation a several 
of the original participants are still operating from BMEP premises, and few of those who 
have left are known to be running successful businesses. 

14.5 Tchnology Assistance 

STEP has had little experience of Technology Assistance as a Small Enter'prise Assistance 
Methodology, although the Welded Hoes experimental activity might have provided some 
insights had there been sufficient time in which to implement it However, some relevant 
findings from the State of the Industry Reports have been described in section 5.1.7 and 
some training aspects in section 5.4.3. 

One observation, however, which may have implications for Technology Assistance, has 
been the inappropriateness of much of the vocational training that occurs in Swaziland. 
Most of the training is at a basic level (Government Trade Test Grade In or equivalent), 
there is a lack of business orientation on the part of training institutes or instructors, and, 
perhaps most disturbingly, there is little consideration of marketing and business viability 
issues in the training. with trainees often encouraged to believe that they can run businesses 
producing goods for which the market is already saturated. In addition, there is little avai
lability-of skills upgrading for those who already have a basic level of skill. There are over 
fifty training programmes in sewing in Swaziland; however, with the exception of a few 
commercial sewing schools in the urban areas, none of the programmes offer advanced 
training in sewin& 
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6 CONCLUSIONS AND RECOMMENDATIONS 

fi6 SWAZI SMALL ENTERPRISES 

There is a large diversity of Swazi-owned SEA's, but the vast majority are income-gener
ating activities, often carried out on a part-time basis. There are few larger Swazi-owncd 
businesses. There is a tendency for Swazi SEA owners to diversify into a variety of acti
vities, and to move cash and other assets around between the different activities; this can 
inhibit development of larger businesses, as it appears that if one activity is successful and 
reaches a certain size, the profits are then diverted to other activities. This tendency, 
sometimes referred to as the 'Family Firm" syndrome, has to be recognised.by the SEA 

--	 profession, along with the acceptance of die difficulty of dealing with (e.g in terms of 
monitoring) one component of the Family Firm in isolation from the others. 

62 ECONOMIC, SOCIAL AND REGULATORY ENVIRONMENT 

Swazi small enterprises are operating in an environment where the economy is closely 
linked to and dependent on that of South Africa, where large foreign-owned firms domi
nate the market, where government policy and practice does not favour small businesses, 
and where there are, historically, limited opportunities for Swazis to enter business. 

The government seems much more committed to the promotion of foreign investment in 
Swaziland, and does not have a clear policy favouring small businesses. Partly as a conse
quence of this, there is a confusing array of legislation and regulations, which most SEA 
owners do not understand and do not comply with, especially given the lack of under
standing that also exists on the part of officials. There also appears to be a lack of coordi
nation between government departments. However, some officials are willing to listen, and 
there may be some potential for policy dialogue. 

Information about markets, technology, competition, etc. is scarce and not easily accessible 
by the small business owner, and there are few attempts to address this problem. 

Raw materials are generally available, but often not at favourable prices or in quantities 

and locations suitable for small businesses. 

There may some inherent limits to the growth of Swazi small enterprises. These include: 

(a) 	 Cultural traits (e.g. non-economic motivation, class fatalism which makes "plan
ning" irrelevant, and jealousy/witchcraft associated with conspicuous success which 
encourages inefficient diversification); 

(b) 	 Small domestic market; 

(c) 	 High population mobility (which causes direct competition with urban enterprises 
since rural consumers will not pay the cost of getting goods/services to their door
steps - they would rather wait and go to town; 
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(d) 	 Expectations of quality (which are perceived to not exist in local products resulting
in strong consumer preferences for imports); 

(e) 	 Skewed income distribution (the majority who would be served by small business 
have extremely low purchasing power); 

(t) 	 Regulatory enforcement practices which discourage growth (since the larger a busi
ness becomes, the more attention it attracts - there are great advantages to r
maining informal and conspicuous 

63 STRENGTHS AND WEAKNESSES OF SWAZI SMALL ENTERPRISES 

6.31 	Resources -. 

Swazi SEA's generally suffer from low levels of capital employed, particularly working
capital, use of existing machinery and equipment is often inefficient, and they have diffi
culty in accessing formal credit or obtaining useful information. However, they have the 
potential to obtain higher returns than larger businesses (in general, they can do more with 
less), they have access to informal credit, and they have "moveable* or non-traditional 
collateral such as machinery, inventories and receivables. 

63.2 	 Sildls and Knowledge 

Swazi SEA owners often have low levels of general education; this can affect literacy, 
numeracy, technical and trade skills, money matters and creativity,-hey often have poor
basic management skills in al areas (not just in accounting), and there is no significant
trade, craft or manufacturing heritage or m-periencc. However, women are just as skilled 
as men and can demonstrate the ability to manage; people have been exposed to modern 
banking and business practices through their environment, and many have bank accounts,
and tWere are indications of some advanced "softr skills such as conflict resolution, peaceful
coexistence, life wisdom, ec 

Some people regard lack of proper record-keeping by small business owners to be the main 
problem, and, as a result, some assistance efforts are focussed on teaching book-keeping
and record-keeping However, it is unrealistic to expect that entrepreneurs will devote the 
time and trouble to keeping records, regardless of how much they are trained to do so, 
unless there is some obvious tangible benefit. 

63.3 	 Iralts and Motives 

Some SEA owners have a 'fast money" mentality which conflicts with planning for longer
term results. In addition, information and knowledge is not always highly valued since there 
are "cosmic", fatalistic explanations for life's happenings, and a desire for security canresult in unsuccessful diversification resulting in too many small uctivities which are already
done by too many others. However, there is a desire for culturally acceptable financial 
success; there are the beginnings of awareness among small enterprises for the need to 
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work together towards common interests, and women may pursue certain business acti
vities and will often have a longer-term oudooL 

It is often alleged that "Swazis do not repay loans". indeed, some loan programmes may 
not have had a high repayment rate; however, STEP's experience has been that Swazis will 
repay loans if given in the right way with a clear understanding on the part of the borrower 
of the need to repay. 

63.4 Rural/Urban differences 

Urban small enterprises are generally larger with better educated owners and more soph
isticated technolog, and they serve larger markets. Rural small enterprises are more uni
-form in nature and scale, and are morefocussed on incom.e generation-and group activities. 

64 STRENGTHS AND WEAKNESSES OF ASSISTANCE AGENCIES 

There have been two striking features of Assistance Agencies. The first is that there is 
much confusion about business, and issues of marketability, viability, etc, which often leads 
to inappropriate skils training, and encouragement of people to start SEA's that are not 
viable. The second is that there is little co-ordination between organisations involved in 
SEAD in Swaziland. Perhaps by addressing t4e second issue, the first may help to be 
resolved. 

There is a need for much greater co-ordinatior, between organisations, government depart
ments, etc. This would help to share information, and may help to prevent duplication. At 
the same time, it may help to encourage areas of specialisation within different organisa
tions, and greater use of each others' services in relevant areas of expertise. For example,
BMEP could be the "natural" agency to use for extension work and training, Sibakho the 
best-placed to advocate policy reform, and Asikhutulisane the most appropriate agency 
through which to channel savings. 

Simple understandable information is needed by SEAD organisations and vocational train
ing projects, and their clients. The establishment of a Resource Centre is recommended, 
where there can be ready access to information by all organisations involved in SEAD. 
Such a Resource Centre would need to be staffed by SEAD specialists. 

Both Sibakho and Asikhutulisane were established by local people, and are led by people 
who are committed to the goals of the organisation. They also have the benefit of not being 
heavily dependent on donor support Asikhutulisane is a savings co-operative rather than 
a SEAD institution, though has the potential to play a greater role in SEAD, and is a 
well-managed organisation. Sibakho faces serious management problems which must be 
addressed if it is to succeed. 

The structure of BMEP, with its emphasis on the workshops has always been controversial. 
It is also still part of a vocational training centre and is highly dependent on the talents of 
one person - the present Programme Manager. However, it has achieved many things, 
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particularly in the fields of training and business monitoring systems, is now being set up 
as an independent organisation, and has the potential to become an indigenous organisa
don that is central to SEAD in Swaziland. 

Swazi Commercial Amadoda has serious management problems, does not have the con
fidence of its members, and does not appear to be an effective agency for the promotion 
of SEAD in Swaziland. 

Generally, there is little knowledge or understanding of SEAD in Swaziland. STEP has
helped bring about better knowledge and understanding, but there is still a considerable 
need for further training for local organisations involved in SEAD. 

International PVO's arle not prevalent in Swaziland, but may - have the technicai com
petence to implement well-designed projects that can work with existing local institutions. 
Any commitment to strengthen existing institutions, either individually or through some 
sort of umbrella programme, would have a high impact on the nation's ability to deliver 
assistance to the small enterprise population. 

6.5 STAFF REQUIREMENTS OF ASSISTANCE AGENCIES 

Lack of SEAD projects in Swaziland has resulted in few people with a background in
SEAD, and some reliance on foreigners to work in the field. However, SEAD is also a 
relatively new field worldwide and there is not a large pool of experienced SEAD techni
cians. 

There is a need for SEAD programmes to be run by people with a good understanding
and experience of SEAD; management experience of other development projects or ability
to teach book-keeping are not in themselves sufficient requirements. 

Staff of a SEAD programme need to have a range of skills, and an ability to learn. Since 
few people are experts at everything, a SEAD programme with several staff may wish to 
ensure that the full staff team encompasses the range of skills required. The type of skills,
background and experience that may need to be included in a SEAD programme are: some
experience or at least understanding of business, technical knowledge, an ability to under
stand figures, training skills and social skills. Given the lack of people with a SEAD back
ground in Swaziland, SEAD programmes must be prepared to devote the time and 
resources necessary to training and developing staff. Given the growing interest in promot
ing SEAD in Swaziland, there is a need for training people in SEAD techniques. 

The Swazi education system involves a great deal of learning by rote and the passing of
examinations to obtain certificates; deductive reasoning and creativity are not encouraged.
Small enterprise consultancy, loan appraisal, etc. cannot be done without these thought 
processes. The implications for staff training are obvious. 

Cultural biases against females and youth will adversely affect even the most competent
staffs, perhaps beyond repair. 
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People with business qualifications are not necessarily prepared with the consultancy and 
situation analysis skills necessary to walk into a business operated by a person of culturally 
senior stature and accurately determine what the problem is, formulate a plan of action 
and then secure the complete cooperation and understanding of the owner - yet this is 
often the scenario Add to this the "carrot and stick" games that must be played with credit 
in order to get people to address the real issues, and most staff are simply overwhelmed. 
And this still does not address the technical and technology choices and skills whichprob
ably represent the key to unlocking the true potential of the situation. 

At a minimum, staff need basic guides to what should be expected as "normal operations" 
in the different industries they are serving. This could range from brief descriptions of the 
sources of supply, techniques used and marketing concerns, to more comprehensive break
downs-of financial ratios and other industry standards for different scales of operations. 
e.g it would be prudent for staff of a credit programme to be aware of the general inven
tory and working capital needs of welders or carpenters of different sizs. They could also 
use awareness of just when the volume of chairs produced justifies purchase of a planing 
machine as opposed to buying pre-planed wood. Obviously a serious commitment to the 
establishment of a cadre of skilled staff are a prerequisite for any effective enterprise 
assistance, and this will be neither quick nor inexpensive. 

Any foreigners coming to work in SEAD in Swaziland need to have time to adapt to and 
learn something about the country and the culture. Preconceived ideas developed in other 
countries may not always be appropriate for Swaziland, and may inhibit willingness to be 
open to new ideas and approaches. 

STEP itself has provided invaluable experience for all the staff that have been employed 
in the project, which will be of immense benefit in future SEAD programmes in Swaziland. 
It is recommended that former STEP staff be used in future SEAD programming, 

66. EFFECT OF ASSISTANCE. INTERVENTIONS 

Credit is still needed by a large portion of the small enterprise population despite high 
liquidity in the country, but the terms of its delivery should vary according to the type of 
target group. More importantly, however, credit is almost never the sole ingredient lacking 
for an enterprise to become more successful. Various kinds of improved management skills 
are nearly always needed by different small enterprises, but the most useful combination 
of recordkeeping, marketing, personnel management or other skills can only be determined 
by focussed assessment of a specific situation and set of people in the activity. This is 
usually the root cause of the general failure of formal training to respond to the needs of 
the recipients, since most do not have the time or patience to learn about things not 
specifically related to their perceived problems. Without addressing those specific, per
ceived problems directly and immediately, it is unlikely that people will respond to any 
effort to address what may be the real problem. Small entrepreneurs also tend to learn 
much more from experience than from abstraction, further underscoring the need for prac
tical, on-site, personalised consultancy as opposed to a more formal approach. This applies 
to technology use and trade skill as well as management practice, though widespread de-
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livery of management concepts is probably much easier than widespread delivery of tech
nical or technology assistance, since management is more generic by nature. This is perhaps 
m'ore true in Swaziland than elsewhere due to the availability of raw materials and tech
nologies to choose from. 

What all this implies is that there are no universally applicable methodologies which con
stitute a recipe for successful assistance. There is no magic missing ingredient such as
"loans between -50 and E500" which will have positive results by themselves. A combi

nation of the right interventions at the right time based on assessment of a specific situation 
is what must be applied. Some have called this a "systems approach", and the Credit 
Training experimental project was based on this type of methodology. 

6,61 Management Services: 

Classroom instruction and short workshops will generally be popular, although it is unclear 
how effective classroom-type training is and whether the lessons are applied to operations 
afterward. However, recent initiatives involving Achievement Motivation Training are 
worth experimenting with. Furthermore, there is too much emphasis placed on record
keeping - it is unrealistic to expect many small businesspeople to devote time and effort 
to the keeping of detailed records. 

Patient; individually-tailored, on-site instruction is effective for people with entrepreneu
rial traits, willingness to cooperate and viable business situations, although the "School of 
hard knocks" is perhaps the most effective and least efficient assistance alternatives (this 
usually involves three or four failures before success) 

An indirect result of the delivery of management services will be a cadre of trained, effec
tive small enterprise extension workers as well as stronger institutions and more useful 
information about enterprises. 

6.6.2 Financial Services: 

Contrary to what is frequently stated, Swazis do repay loans, given the correct approach; 
high repayment rates are likely to be achieved if intensive pre-loan screening and follow-up 
are provided, as well as competent loan appraisal resulting in the proper amount lent with 
proper terms. Although interest rates may be perceived to be a problem, they will actually 
have very little effect on business; however, a considerable amount of education is needed 
for both entrepreneurs and assistance agencies to counter misconceptions that exist over 
interest rates. Credit is likely to not be used entirely for the intended purpose, although it 
may have a high impact on the economic well-being of the recipient anyway due to the 
critical role of cash in widcly-diversified, cash-starved SEA's. There is widespread availa
bility of collateral such as equipment, stock, etc. which is not accepted by banks but which 
can be used by assistance programmes. Balance sheet methodology has proved to be a 
useful way of monitoring businesses, and the concepts can be understood by some busi
nesspeople. 
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Where shortage of finance is a problem for SEA's, alternatives to loans need to be exam
ined. One possible alternative is for SEA owners to use their own savings, and it is recom
mended that assistance agencies explore the possibility of further promoting savings in 
future. 

6,6.3 Technology Services: 

Qualified technical services, even "quick fixes", are likely to have a great impact on the 
productivity of capital (machinery, equipment, etc.). In addition, low-cost, labour-intensive 
alternatives to production technologies can result in jobs and income with little investment 
of time and money, and raw materials availability in appropriate quantities and locations 
,vii!improvc small enterprises by increasing business opportunities. 

6.6.4 Other Services 

There is a general lack of information on the part of SEA's and assistance agencies. This 
could be addressed in two ways. Firstly by directing assistance efforts to the production of 
clear concise information, the distribution of which may be facilitated by the establishment 
of a Resource Centre. Secondly, by considering p*olicy and enforcement reforms, for 
example in the areas of licensing and sales tax; there is a strong need for further work to 
establish precisely what policy and enforcement reforms are needed, and how they should 
be implemented. 

Incubator schemes are useful for training SEAD staff, but their effectiveness for business
people is unclear, in any case, incubators should be appropriately located and workshops 
should be of an appropriate standard. However, there is a need for basic low-cost work
shops that are available on a long-term basis. 

6,7 POTENTIALLY SUCCESSFUL MEANS OF STIMULATING 
SMALL ENTERPRISES 

Most of the findings and conclusions of STEP point to an integrated mass of influences 
and deficiencies among small enterprises in almost every situation studied. Since no single
intervention applies by itself to any of the possible beneficiaries, a systems approach is 
often needed in order to really be effective. Addressing just one problem in an integrated 
mass of problems will not result in effective use of development funds. 

All programmes and projects must be accessible, quick to respond to small enterprise 
needs, and quick to show tangible benefits or they will be ignored and abandoned by
beneficiaries. iIow assistance is provided is more important than what kind of assistance 
is provided. 

There is a general need for high ,evels of business conetence, deep comnitrnent to re
suits, and clear Lnderstanding of the various levels of responsibility if assistance efforts are 
to be effective. Any effort to promote small enterprises should involve a clear statement 
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of tie nature of these three elements available to the situation. If suffici.nt presence of 
these elements cannot be identified, no effort should be undertaken at all, since the small 
enterprises in question will do better by themselves. 

Service industries are facing growth opportunities as the young, growing population ma
tures and the economy improves. The manufacturing sector is dominated by foreign exper
tise and capital, and Swazis are not yet prepared to compete in this export-oriented sector. 
Cottage industries producing for local consumption face consumer preference hurdles as 
well as a series of technical and management problems. No recommendation can be made 
to focus on a particular industry or sector at the expense of the rest, since growth is 
apparently not constrained by sectoral imbalances nearly as much as human capacity to 
manage. However, projects which target preschools, welders, or other specific industries 

-may-be mostpractical to implement 

Effective projects must have beth business expertise and the authority to make rapid de
cisions built into their operating design. Dependence on external bodies for these elements 
will make implementation entirely inappropriate for interaction with private enterprises. 

Proper beneficiary selection is the most important element in determining effective use of 
the assistance effort Adequate time and effort must be given to this task. 

Enterprise assistance programmes need a long timeframe in order to properly select 
beneficiaries, build staff; establish image and reputation, etc, Short-term projects ignore 
the ubiquitous effects of agricultural cycles and other economic trends, as well as the 
practical realities of social change. 

The issue of cost-effectiveness is related to two factors scale and objective. A programme 
that creates sustainable small enterprises may not be sustainable itself unless it is large 
enough to benefit from economies of scale - if it is sustainable at all The objective should 
first be the creation of viable small businesses. 

Evaluation systems and indicators of success are a reflection of the project's bias toward 
preconceived solutions. Enterprise failure can be as much a success as loan refusal can be 
useful to the applicant. The learning process is what counts, and the results may not be 
seen for decades. 

An integrated programme combining credit with management and technical extension and 
provision of raw materials through a well-run materials depot is likely to produce many 
vialle businesses if implemented "unbureaucratically". This would require a high level of 
resources, a long timeframe and exfensive pre-service staff training. Although it would 
generate revenues it probably could not operate commercially. 

Private sector linkages (such as Art Industries) should be further promoted by highly 
qualified personnel in a flexible programme with enough resources to establish credibility 
and interest among the foreign-owned business community. The Art Industries experience 
points to linkages with foreign-owned businesses as possible vehicles for delivery of inre-
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grated assistancc. Such dcvclopmcnt projects require high levels of compctcncc, commit
ment and responsibility on the part of both the donor and the project staff. 

A credit programme which provides short-term working capital for a wide range of acti
vities would be well-received and would have positive impact. Selection methods and effi
cient administration would be critical, as well as appropriate staff training, A possible
exception to the integrated approach would be short-term working capital loans to small 
building contractors or others, based on solidarity groups or other methods of "social" 
collateral. While the need for short-term funds is understood, these sorts of loan windows 
and social collateral mechanisms are relatively untested in Swaziland. Study of indigenous 
money klnders and Asikhutulisane methods may provide clues. 

Passive form of empowerment interventions offer an exciting realm of possible activities 
since they deal with the environment and attitudes surrounding small enterprises, rather 
than direct interaction with them. These empowerment activities range from the more 
abstract to the more concrete, and include such diversity as basic improvements in the 
educational system and relaxation of the business regulatory environment. It is not possible 
to catalogue all the possible passive activities which could have a positive effect on small 
enterprise performance. The Policy Environment Study mentioned government tendering 
practices, pricing policies, tax incentives and policies, etc. as things which could be ad
dressed. New Dawn Engineering, in the State of the Industry Series, reported on a number 
of avenues for policy reform and change of enforcement habits. Simple awareness of the 
law, such as the automatic licensing exemption for small enterprises which only produce 
on order would greatly reduce harassment and wasted time and money if such awareness 
was shared by entrepreneurs and enforcement officers. 

Sectoral guides and industry standards would bc well.received and used by staffs of many 
different assistance organisations, and are likely to result in more focussed and appropriate 
assistance. Other activities may include provision of appropriate premises and shopspace, 
information services for small enterprises, training of small enterprise extension staff, pro
vision of raw materials in appropriate quantities and locations, etc. These activities would 
not require less competence, commitment or responsibility on the part of the assistance 
agent, but the effects may be greater than directly intervening in the internal affairs of lots 
of individual small enterprises. However, assistance programmes which are perceived to 
be accessible by a majority of small enterprises, may be politically and morally prudent 
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8 APPENDICES
 

APPENDIX b Background To Signing Of Cooperative Agreement 

November 25, 1985: USAID circulated Request for Application (RFA) for Small Enter
prise Support Project 

Januazy 27, 198& Partnership for Productivity, International (PtP) submitted proposal to 
carry out SESP. 

--August 1986 PfP entered. into Cooperative Agreement with USAID to carry out the Swa
ziland Training for Entrepreneurs Project (STEP). 

May 1987: Cooperative Agreement amended with the effect that CARE International took 
over from PfP as implementing agency. 
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APPENDIX 2 Cooperative Agreement - Summary O Amendments 

Amendment Date ofSigning Major Effect(s) 
Number 

1 May 19, 1987 1.Deleted PtP as recipient; substituted CARE and 
assigned title to CARE of property purchased by 
PfP for use in STEP. 

2.Reduced effective STEP budget by a provisional 
amount of approximately $125,000 to cover PtP 

- obligations. 

3. Changed requirement for STEP to complete at 
leastfour"research activities" to at least three "ba
seline studies", with a much-reduced budget. 

4. Technical assistance to BMEP reduced from 12 
months to "up to" 5 months - effectively a reduc
tion from 50% to 20% ofthe STEP Director's time. 

2 Sept; 30, 1987 Increased budget, with a substantially greater 
amount allocated for Baseline Studies. 

3 May 20,1989 1.Changed budget breakdown, whilst leaving total 
budgetunchanged. 

2.Approved recruitmentof an Assistant STEP Di
rector. 

4 March 1, 1989 Approved appointment of Jaime Reibel as Direc
tor, and Stuart Banks as Assistant Director. 

5 Oct. 11, 1989 1.Extended estimated completion date of STEP to 
November 30, 1989. 

2. Changed budget breakdown, with a decrease in 
the total STEP budget. 

3.Approved Stuart Banks as Acting STEP Direc
tor. 

6 Nov. 1, 1989 Corrected an inadvertent deletion made in amend
ment numberS. 

December 1989 STEP Final Report page 64 



APPENDIX 3 Selection Criteria For Experimental Projects (from 
Cooperative Agreement) 

Institutioml support to the small enterprise secto The ceimenta activity mustdearly 
denxmte that it provides assistance to the small enterprise sector. The small enter
pis sector beng comidered consists of those fims oned and operated by indienou 
eais Wth assets under Emlangeni 10,OOO and less than 25 enyes. The activity 
iust be undertaken Wth the full support of the participating orpnisatiop,as vified 

-by CARF,and the funds mu, be sed for the intended prpose. 

V concived and of short duration: PNects must be somdly conceived Wth a realisticWl 
time schedule, vhich must be less than to yea Prs.ects m0 be assessed for their 
effective costbendit ratios. Applications require that oraniztion define the beneits 
to be derived through the prnect and the number of enterprises to be assisted. Basdine 
data for tlis p pose mus be provided. 

Funding parameters Individual fund requests camot be for moe than 25 percet of 
the total fund for a 'qimwntal the taactivities. PNeds must dearly stipulate me 
funding for the proect is to come firon, and also delineate the cost sharing arrangement 
for the prqect. Waivers, eempting istitutions from the cost sharing requirements l1 
be considered only on an esceptional basis. 

'ipanio*licatioc: Projects must offer a dear set of lessons lean* establishing the 
capacity for future expamsion or replication. Ativities nist have a dearly defined plan 
to mrfutor pefor nce and evaluate activity sucses& 

Mut be aperimental, an approach not tried successfl, but having potential in Sm
zilarn Projects have to demonstrate ther unique contribution to the Svzi context. 
Sinilar proects may be introduced in different regics or targeted to different client 
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APPENDIX -t Step Staffing 

NAME 

Alex K. Brown 

Busi Matsebula 

Sifiso Ndwandwe 

Edmund Mabuza 

Bongani Nxumalo 

Danisile Lavisa 

Mike Moe 

Max Clayton 

Joseph Lattuada 

Patrick Diamini 

Salebona Khumalo 

Mmaphefo Aphane 

Jaime Re:L-l 

Jacob Yende 

Ncamsile Diamini 

Stuart Banks 

JOB TITLE FROM 

Director Aug. 86 

Secretary Feb. 87 

Extension Officer May 87 
Credit Training 
Supervisor Jan. 89 

Project Specialist Sept 87 

Business Consultant Feb. 88 

Marketing Consultant Feb. 88 

Field Siuervisor Feb. 88 
Documentation 
Supervisor Jan. 89 

Field Supervisor May 88 

Technology Advisor July 88 

Extension Officer July 88 

Extension Officer July 88 

Extension Officer Aug 88 

Assistant Director Sept. 88 
Director April 89 

Accountant Oct. 88 

Appointments 

Secretary Jan. 89 

Assistant Director March 89 
Acting Director Sept. 89 

TO 

March 89 

Nov. 89* 

Jan. 89 

Nov. 89* 

March 88 

Feb. 88 

March 88 

Jan. 89 

March 89 

Sept. 89* 

Nov. 89* 

Sept 88 

Sept. 89* 

Sept. 89* 

March 89 
Sept 89 

Nov. 89* 

Sept. 89
 

Sept 89
 
Nov. 89* 

* These staff continued to be employed by CARE International in Swaziland, though not 
funded under STEP after the dates shown 
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APPENDIX 5: Financial Reconciliation 

Expenditure incurred by CARE on STEP w's as follows: 

Personnel 252,758 
Transport and Travel 30,437
Other Direct Costs 108,405 
Baseline Information 125,582 
Evaluation 920 
Grant/Loan Fund 153,076 
Overhead 60,166 

TOTAL 	 731,345 

Notes: 

1. 	 The above figures include estimates for some items for which the amounts were 
not finalised at the time of writing. 

2. 	 In addition to the above items which constitute direct expenditure by CARE on
STEP, the Cooperative Agreement (as amended) allowed for two items in the total
obligated amount, relating to PfP, that were not payable to CARE. The first was
for $59,145 representing estimated PLP expenditure through December 28, 1986 
(i.e. for the period for which STEP was implemented by PfP). The second was for 
$125,806 representing the "estimated pro rata share of the PfP Letter of Credit
advance". Both of these items were estimates which were subject to adjustment 
upon completion of a USAID audit of PfP accounts. At the time of writing, the
final figures were not known; however, amendment number 69 to CARE's current 
Letter of Credit increased the amount available to CARE for expenditure on STEP 
by $11,017, which CARE assumed to be a result of a downward adjustment to one 
or both of the PfP items. 
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