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SUMMARY, CONCLUSIONS AND RECOMMENDATIONS oy

Introduction

From 15 October to 9 November 1995, an imternational team carried out an independent
evaluation of the Black Entrepreneurshup and Enterprise Support (BEES) project The main
findings of the evaluation and the recommendations put forward are presented below

The agreement for the BEES project was started i September 1993 and the project became
operational when the directors took up their post m February 1994 Its mandate 1s, essentially,
to build and strengthen the capacity of local orgamizations that provide services to micro- and
small enterprises (MSEs) in South Africa In the present pilot phase, which 1s funded by USAID,
BEES 1s particularly tasked to experiment with new approaches to MSE-development withm the
context of South Afnica and to expose the South African MSE-practitioners to models and
experiences from other countries

The evaluation took place barely 16 months after the start of actual implementation of project
activities following the approval of the Work Plan by the donor 1It, thus, 1s clearly too early to
assess the actual impact of these activiies Moreover, 1t should be noted that many of the
parameters 1n MSE-development in South Africa changed following the change to majority rule,
affecting a straightforward implementation of the mmitial project document The Evaluation Team
therefore concentrated mainly on an assessment of the project structure, strategies and
implementation performance rather than on mmpact of project’s mterventions

N ~
It collected information through interviews with the project team, representatives of donors staff
of the BEES’ client organizations and other kev immformants to this end the Team visited
Guateng (Jo burg and Pretoria) Kwazulu-Natal (Durban) Easiern Cape (Stutterheim) and
Western Cape (Cape Town) It would however oe pretentious for the Evaluation Team and
especially for 1ts international members, to beneve that within the short period of therr visit thev
have grasped all the imtricacies of the comp'ex ana sull rather fluid polhiical siwauon ana
environment 1n which MSE-developmert 1s taaing ptace 1n the countrv and the exact role that
BEES 1s and should be plaving However thev co feel comfortaoie that they nave managea 1o
cer an adequatelv overall picture of the BEES project and the acuiviues 1t has ancertaken

During their worn the Evaluators have become most impressed with the network or conracts that
BEES set up 1n the snort period or ume as well as witn the tvpe and range oI acuviues which
tne project has succeecded to mutiate Tnere can oe no douot that the project has succeeded to
become an important plaver in supporung MSE-development organizations 1n South Africa The
project staif 1s 1o be commended for s commiuiment dvnamism and creatvity, as a result or
whicn the project has 1n 1its rather short hifespan so tar cratted a name tor 1self in the area of
MSE-support in South Africa
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The mamn conclusion that stands out from the evaluation exercise 1s that B,EES is providing
services that are both addressing crucial needs of the MSE-support oroamzanons and that are
bemng generally appreciated by the project’s clients 1

MSE-support orgamzations i South Africa

]
The mstitutional framework that 1s emerging m the country, requires a clear division of labour
between the government, the private sector, non-governmental orgamsations and other parties
mnterested parties 1 the MSE-sector The government should to play a facilitation role to enact
emabling policies and coordinate appropriate MSE-programmes that are designed and
implemented by those orgamsations which have the necessary the expertise to deliver suitable

services and accomplish goals within a given set of time

The non-government MSE-support orgamzations m South Africa have gamned an immense
experience on the ground, and are best swited to be implementors of programme designed to
promote the MSE-sector They have a comparative advantage over other orgamsations, sice
they, for mstance, have a certain credibility as they listen and react to the needs of the sector
Still, at present, most of them lack the capacity to deliver services appropriately and effectively
Their mternal orgarusation 1s m need of mmproved management and operational systems, their
outreach 1s severely lmmited by meffective approaches and unsophusticated instruments They
need to better understand the dypamics of the MSE-sector and they need to learn from each
other as well as guide each other 1n therr efforts to develop the sector

After the plethora of international funding in the 1980s, many NGOs that are supporting the
MSE-sector are now facing dire financial times as most donors have signed bilateral agreements
with the government by-passing the NGOs This places NGOs 1 an akward posimion  as Onky
a few donors would want all their assistance programmes mmplemented by the GoSa while at
the same tume they do not want to have direct relationshups with NGOs  Still, NGOs will have
to play an mmportant role in the implementation of MSE-programmes for which thev are well-
placed as they are closer to the ground and trusted by thewr chients To play this role well and
effectively deliver relevant services to the micro-entrepreneurs, the MSE-support organizations
require substantial mstitutional strengthenming

Proiect desion

The design of the BEES project 1s based on the premise that the empowerment of Blachs in the
new South Africa 1n part depends on 1ntensified efforts to accelerate the development of the
micro- and small enterprise (MSE) sector and that this requires the provision of relevant and
good quality services to this sector The project design documents correctlv idenufv a crucial
lack of capacuty 1n the exising orgamzauons supporting the MSE-sector The design of the
project 1s in particular vested on the nouon that MSE-practitioners and policv makers 1n South
Africa have been relatively 1solated and that thev can learn from the experiences that 1n the
recent past, have been gamed m other countries, 1n Africa as well as elsewhere (eg USA) The
pilot phase of the BEES project was therefore inrer alia, meant to mntroduce new approaches

1
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and mechanysms for MSE-development, drawing on international experiences, and also to €xXpose
local MSE-support orgamzations to new models and methodologies for the development of the

MSE-sectog

This basis has been proven both accurate and fertile Indeed most of the MSE-support
organuzations 1 South Africa are institutionally weak and m need of more effective approaches
to MSE-development At the time when the BEES project was designed, almost all of them were
1n the non-government sector, 16 NGOs, CBOs and industrial associations They were generally
small, relying heavily on one or a few leaders, lacking internal management systems and wanting
practical instruments for MSE-support There was not at that time, nor is there now, any other
organization, 1n the country, providing such assistance to these MSE-organizations

If anything, the need for such mstitutional consultancy services has increased since the time of
the BEES design more and more MSE-support orgamizations come up all the time, while
international fundmg for the non-government sector has drastically declined now that donors tend
to channel thewr assistance through the government sector, bringing some of the NGOs 1n a
desperate financial situation

Even with 1ts generally correct framework, the original design of the BEES project was found
to have some flaws which contributed to some of the subsequent difficulties in project
mmplementation

- the mandate that follows from the objectives 1n the project document 1s too wide

- the project design lacks a clear operational framework

- the project structure lacks muddle management staff to assist the project directors in the

implementation of project activites

\}“t
It should furthermore be observed that the direction set out in the BEES project document was
severely tested after the actual start of the project as the context of MSE-devetopment 1n South
Africa changed dramatcally since then First the poliical transition and the entnv or e
Government of National Unurv made for a greatly changed role ror the government secior i1 te
area of MSE-promouon and BEES was challenged to become mvolved m this process Secona
and 1n some wavs immediatelv related to first point there have been imstances where the acnor
suggested that the project deviate from the project document and the agreed project areciion
pv loading new tasks on the project A recent exampie 1s the NGO grant facuiry wnicn the BEES
orotec has been requested to aamimusie~ on behalf of the government and wnicn ~ ~owent 1

4 aisturoing ractor in the implementation or the BEES prosecr

Implementaton 0T project acuvies

Oserall assessment

In general terms the project scores nign marks tor the acuvitues that hive been imbidied
Certamly tor a project with onlv a limited statf one must aamire the dvnamism and cream i
or the project statt The directors especiallyv are to be commended for involving themseives in
an extensne consultation with the -potenual- clients betore minaung project intervenuions In

111
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doing so, they created a large network of contacts and made many MSE-practitioners in South
Africa familiar with the existence of the BEES project It can be concluded that the BEES’
activities that are undertaken are essentially demand-led as they are addressing the felt-needs of
local MSE-organizations

-

In addressing these needs, of a large and diverse constituency, the BEES project has engaged

itself 1 a wide range of assistance activities They range from moral and promotional support

from the project staff, to making available consultants and financial resources The project 1s

presently serving a varled clientele, including

- primary MSE-support orgamizations -- mostly NGOs -- providing credit, traimng,
counselling and other types of assistance to small producers,

- secondary 'umbrella’ orgamzations of MSE-practitioners,

- research and education mstitutions, and

- policy makers in the government sector

In the short period 1t has been active ’on the ground’, BEES has provided services which both
address a need and are appreciated by the project’s clients It has filled a gap in the capacity
building of MSE-support organizations, mamly because as of now no other organization in South
Africa 1s providing this type of assistance BEES has especially been effective 1n catalyzing
unprovements in the service delivery by the MSE-development organizations It has succeeded
i bringing together MSE-orgamzations and individuals, contributed to bringing about new
activities relevant for the MSE-sector, and experimented with different approaches for capacity
building Although 1t 1s too early to assess the actual mmpact of these activities, 1t is clear that
BEES has come to play an mportant role 1n strengthenmg the MSE-support system 1n South
Africa

\ -
The Evaluation Team found the following issues m relation to the formulation and
implementation of the BEES’ support acuivities (1) the project has a tendency to spread itself
too thin’, as 1t i1s becoming involved n actuiviies which are overly diverse sectorally and
geographically risking to dilute the focus of the project, (11) the acual implementation of the
assistance needs to be more ughtlv orgaruized bertter backstopped, and more closely monutored
and (1) at times the pressure to produce eariv results occurs at the expense of ownership on
the part of the project’s chients particularlv with regard to the implementanon of the acuvines
undertaken

Technical assistance for capacitv building

The core of the BEES’ acuvires as it follows from the project document concerns the
rendering of techmcal assistance to sirengthen the capacity of local MSE-development
organizauons, le those organizauons engaged 1n the provision of support services to the small
producer (excluding the research and educatuon mstitunions which are not in direct contact with
the MSE-sector) Such assistance came in the form of moral support and techmcal advice trom
the project staff, techmcal expertise from consultants, trammng and financial aid

The project gained 1mportant experience i this area It was found that the organizations targeted

v
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for capacity building, many of which were Black-led NGOs active i the urban areas, are mdeed
m need of the types of assistance offered - At the same time, tHeir first prionty currently tends
to be to solve the acute financial problems which they are facing since the re-channelling of
donor funds It was found that trammng for fundraising as well as strafeglc planmng should form
part of the capacity building assistance at the early stages

i
An interesting area m which BEES has become actively mvolved 1s 'the creation of secondary
‘umbrella’ orgamzations of MSE-practitioners The project 1s, for imstance, driving the
formalization of the Alliance of MSE-practitioners based m Guateng, and the grouping of Micro-
Enterprise NGOs (MENNGOS) 1n Cape Town In the longer term, such orgamizations will

become 1mportant for a more self-reliant support for the MSE-sector 1n South Africa

Exposure visits and networking

BEES has organized a number of exposure visits for South African MSE-practitioners and policy
makers The visits were mamnly to the USA and Kenya These visits are very enthusiastically
recerved by all, and should continue and maybe even be expanded They make up for the lack
of mternational contacts and travel of most South African MSE-practitioners, and provide mputs
for a change of attirudes towards MSE-development 1n South Africa

The exposure visits have proven to be an effective way for the participants to get up-to-date on
policies and programmes for MSE-promotion 1n other countries In addition to the gathenng of
mformation, the visis are instrumental for networking, foremost to get international contacts
which subsequently can be approached for further documentation, etc Participants also
appreciated the opportunity to get to know thewr South African counterparts, as linkages between

organizations had been himited by the previous political system
N

1
The visits to Kenva had aroused particular enthusiasm, as the Kenyan context seemed

immediately relevant for MSE-development m South Afnica, and the country has some
worthwhile experiences in this area (eg formulation of MSE-policies and micro-credit) The
importance of the international contacts that BEES has for the orgamization of such visus 1s
generallvy acknowledged

Information dissemmnation

Inrormanon 1s one of the mtegral parts of the micro-enterpnise development m South Africa
BEES has set up a Resource Centre whose main funcuons 1s to provide techmical matenal for
pracutioners However the centre has collected materal that could inform researcners as well
as entrepreneurs  The lack of markeung from BEES vpart has somehow reduced the impact of
rhis facility A further 1ssue here appears to be the location o1 the facihity

The source of collection of material 1s limited primarly to the USA BEES needs to explore
other mmstitunions that could serve as their source of matenal such as K-REP m Kenya which
has a sumilar facilitv for its sector  Other forms of dissemination information 1n addition to
sending catalogues by post need to be explored
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The centre has immense potential to be jised as reference point for micro-enterprise mnformation
For this actiyity to be focused and coordinated with other BEES activities would require the
centre to house mnformarion for practjtioners BEES own commuissioned research as well as
documents reporting lessons learned from exposure visits In this way, the centre can enable
others to learn from BEES’ various activities

The Centre’s potential 1s at present not abemg fuily exploited For mstance, many of the persons
mnterviewed by the Evaluation Team were fully aware of the services of the Centre The onginal
1dea to link the Centre via e-mail with smmilar Centres elsewhere 1s still under consideration,
clearly the impact of such e-mail faciities would depend on how widely available they are

Policy research

Although not mentioned 1 BEES’ oniginal programme design, the need for mmproving MSE
research capacity was almost immediately recognized and incorporated 1nto the project activities

Despite the existence of a fair amount of research on South African SMMEs, BEES was correct
m pomnting both to gaps i research content and to the "limited capacity, especially among
Blacks, to undertake MSE sector research" (Jmnal Two-Year Workplan, pg 4) BEES took a
three-pronged approach to the research problem For certamn immediate data needs, BEES
commussioned studies It mtroduced new research methodologies And for its longer-term
capacity buildmg effort, BEES attempted to form a research consortum or network of young,
mostly Black researchers based m university small business mstitutes

A cursory examination of the existing bibliographies suggests that much of the research m South
Africa has been conducted by a relatively small group of scholars When the examination of the
bibliographies 1s undertaken from an mstitutional, rather than an mndividual perspective, a
similarly small list of mstitutions responsible for SMME research emerges The main mstitutaQns
are the Department of Geography at the Umversity of Witswatersrand, Rhodes Untversity
Insutute of Social and Economic Research, the Development Studies Unut of the Umiversity of
Natal, and the Urban Problems Research Unit of the Umversity of Cape Town Umversity small
business 1nstitutes have not been actuve m SMME research

Project structure

Staffing

It was alreadv noted that the project is seriouslv under-siaffed Also due to unfortunate mmnal
recruitment, there has only recently been some minimal criical mass within the office especiallv
with the arrival of an expatnate programming officer with knowledge of USAID and PACT
procedures Because the project previously lacked the capacity to actually unplement the large
number of acuviues that were bemg contmuously conceprualized by the project directors 1t
risked disappointing its clients

The dual-directorshup which was decided upon has by and large worked well, even though

consultation and consensus building has made the decision-making process more time-consuming
Internal management has benefitted from a Team Building Workshop last April

Vi |



Project Advisory Commttee

There 15 a need for an mcreased accountability 1n the project, as at present, the at times strained
relations with the donor do not make for effective steering, while the executive agency appears
to take only a limited interest 1n the project In this respect, as well as 1n others (eg project
planming and reporting) there 1s room for a greater role of the Project Advisory Commuttee
(called "BEES Support Network"), which 1s not yet being used to its full potential

RECOMMENDATIONS

The pilot phase of the BEES project has proven beyond any doubt that there 1s an enormous
demand for the type of support services which it 1s providing BEES has come to understand the
dynamics of MSE-development m South Africa and has created a large network of contacts It
has created a clear momentum, as it has succeeded 1n mitiating a process to change the mind-set
of the MSE-practitioners and policy makers 1 the country It has gamned credibility with 1ts
clients as 1t has shown to be capable of delivering the services agreed to It 1s now mmportant to
build further on thus foundation and to capitalize on the investments made The Evaluation Team
therefore strongly recommends the extension of the BEES project for a second, implementation
phase, to last at least 3 years and if possible 5 years

The Evaluation Team suggests mamtaimng, 1 general terms, the project design and
implementation as 1t has evolved up to now However, the graduation from 1ts pilot to the
implementation phase presents an opportunuty to imtroduce needed changes

Insttutional development

\"’t
BEES orginal Program Design (O’Regan er al 1993) provided for a more or less permanent
orgamzational structure, mncluding professional and support staff and an advisorv commitee that
would evolve towards a policv board The collaborative agreement signed with USAID
however provided only fora five-person Project Management Team " The structure has proved
10 be 1nadequate even for a pilot project and would certamnly be so for a more permanent

orgamnization

Staffing

Changes 1n personnel and s.—ucture that were made between Fepruary ana Augus. 1003 nu <

strengthened the project s management nowever we benieve that further changes are necass.”

I acmvies are 1o be imcie—2nred and morutored efrectivelv The otrice aiso appears 10 nave

insurriclent clerical suppor ‘\ve "ererore recommend thar

- adainonal miadle-marc 2oment s in tne person or 2 Semwor Technicat Ofjicers (in additon
10 the 1 exisuing Prograr v irny Omicer wno snould atso become a Technical Officer) each
1esponsible for one maior group or activuies be recruited

- BEES recruir a qualifiea -una permaneni- secreramn /receprionist who could relieve the office
mmanager of rounne nping

- BEES consider luring cvo rer clerical person 1o sere as secierary for the technical ormicers

VI |
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BEES Advisory Board

The Evaluation Team recommends o )

- that BEES strengthen the role of uts exisung Advisory Board (ie "Support Nerwork") by 3
involving 1t more fully in the overall formulation and implementation of project activities

- that the BEES Advisory Board consist of two components a full Advisory Board which is to
advise the project team on general technical issues, and an Execunive Commuttee from among 3
the Board members who are to be more closely involved in the design of the project
strategies and who will be accountable for project activities in a technical sense

- that the project undertake the following actions required to improve the functioning of the
Advisory Board and its Executive Commuitee, such as a regular distribunion of progress and
other project reports to the members, and a bertter planming of Board and Commuitee
meenngs, 5o as 1o ensure adequate inputs, the project may want to consider appropnate
incentives, at least for the members of the Executive Commuttee

1
1

If BEES 1s to continue beyond the life of the present two-year project, an appropriate legal entity
will have to be formed The co-directors have begun exploring possibilities We encourage them
to continue this exploration so that roles and responsibilities of board members can be defined
before they assume legal responsibiity for the orgamization One possibility that might be
considered 1s the establishment of a broad based policy board with a smaller executive commuttee
to assist the director(s) in policy mmplementation The Evaluation Team recommends that BEES
enlist the expertise of its present support network in the development of an appropnate legal
Jramework for the orgamization

Operatig Systems

Effective programme implementation and momtormg require a functiomng management
mformation system which, m turn, depends on well designed subsystems in finance, personnel®
general management, and activity DOmIoring

The financial officer appears to be handling the day-to-day financial tasks generating timels
management mnformation maintaimng financial controls suitable for a small orgamization and
producing the required reports on ume She has streamlined the operauons ard introduced a
number of new procedures for financial and budgetary control We assume that the auditors will
review accounting procedures and internal controls m much greater detail than was possible mn
this evaluation We thererore are nor making anv recommendations in the area of finances

Statf recruitment and the resulning starf rurnover have been serious weaknesses in BEES Here

ne directors have been iimied ov the co-operauve agreement wnile early experiences Wit

recruitment agencies have not been tavorable The Evaluation Team recommends thar

- rthe orgamizanion take the experience of this mwo-vear period to develop 11s personne! system:
mncluding  tash and responsibilirv  allocation  recruitment and fhiring procedures
compensation s\stem a hwman resource development programme and a s\stem of
performance evaluations

- n developing and implemenung such a svstem BEES pav particular attention 1o the
recruitment process

Y111
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BEES 15 to be commended for recogmzing the need for improved communication and team
work Neverthéless, 1t appears that the combination of the co-directors’ preference for an
outward focus and the likelihood that the project will end n February has made orgamzational
development a low priority Given the changes 1n personriel that have already occurred and those
that would probably happen 1n a new BEES, we recommend that

- a second team-building workshop be held in March 1996

Y

Momitoring of all BEES acuivities 1s of critical importance Several of the BEES clients indicated

problems, not with the momtoring 1tself, but with the 1mtial process of setting expectations At

times, expectations only became clear 1n the momtoring process The directors’ style 1s, by their

own description, "process oriented " While a certain fluidity 1s useful m a rapidly evolving

SMME sector, our mterviews suggest that clients would appreciate a little more clarity about

BEES’ mandate, 1ts expectations of them, and the procedures for accountability The Team

therefore recommends that

- the entire process of implementing activities, wncluding broad programme formulation,
developing the scope of work, translating activities into "log frames, " and establishing the
process for monitoring, be reviewed and documented

- BEES establish a procedure for communicanng this process to clients and consultants

- increased momitoning of project achvities, eg requinng regular progress reports from the
consultants contracted for parnicular tasks so as to ensure quality results

The Evaluation Team found that the BEES reporting process was not very useful as a tool for

momtorig the overall achievement of goals The reports are not clearly structured, making 1

difficult to deterrne the status of the various activities There 1s a need to link the reporting

much more clearly linked to the strategic planmng (see below) We therefore recommend that

- the reporting process be redesigned to follow the acnvines specified in the releVant
workplan, and

- dewvianions from the workplan be fullv explained in the reports

Strategic planning

In uts pilot phase BEES was expected to come up with a2 model’ for capacitv building of MSE-
support orgamizations It has inaeed experimented with different approaches incluaing ones
which have been used 1n other developing countries and elsewhere This testing or approacnes
nas recently lead to a certain winnowing ' in which the project has decided 1o pursue e morz
successtul support mechanisms 1or capacitv building while dropoing ‘ess promising ores St
-urther elaboration and more testing o1 Tnese mechanisms 1S requirec

Tmere 15 an enormous demara “o- tre mpe or <ervices that BEES 1s rroviarrg Simez BEIS
resources will be relatveln scarce uncer (almost) any sC2nallo e Wahil es (L INeTes Lanrol
be decided upon bv the needs tor assistance as they are conunuousiy communicated by the MSe
support sector Rather the project intervenuons are to be strictly governed bv a clear strate®
in terms of what are the project priorities 1o be achieved? who 15 to be served? and what
strategtes will be followed?
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Id 1ts 1mplementation phase, BEES needs to build on the experiences of its pilot phase and
clearly define 1ts focus and determune its core activities It has to make careful chorces, based
on the comparative advantages built up during the pilot phase An efficient use of project
resources dictates that projects, like any other orgamization, seek to specialize their services
Certainly a small project such as BEES will benefit from concentrating on a limited number of
methodologies and a degree of standardization of instruments used (eg assistance needs
assessment, strategic planmng for capacity building, momtoring and management systems, etc )
This will maximize the impact of project interventions and reduce the risk of failures The
focusing of BEES’ activities and the design of a strategic framework for a cohesive and mutually
reinforcng set of project activities clearly constitutes an important challenge for the
umplementation of the project

The Evaluation Team feels that the strong pomts of the BEES project foremost lie in the
provision of services for the capacity building of non-government MSE-support orgamzations

It therefore recommends that all activities which are not directed towards this aim be phased out,
even though they may address important needs of the MSE-support sector Rather they should
be left to others who, at least in medium term, are better poised to take on such services

In this respect, 1t 18 recommended that the actviies which BEES has mmnated in the area of
policy research and sensinizanon should not be further pursued Now that "White Paper’ has been
adopted and government MSE structures and activities have been designed to start in the near
future, there would appear to be no longer an urgent need for BEES to be involved i policy
research, which would provide a good opportumuty for the project to concentrate on capacity
building for the MSE-support sector 1n a more direct sense Similarly, the Team recommends
the project to reconsider the activities in the area of Entrepreneurship Development, as 1t feels

that BEES has not gamed mportant comparative advantages 1n this area N

-

The exposure visits are without doubt one of the main comparative advantages of the BEES
project The Evaluanion Team recommends that they be continued and even expanded Care
needs to be raken that such visus as well as dissemuinanon of informanon, provide optimal
support for the core activiry of capacity building as their umpact as separate areas of assistance
15 limured 1t 1s important tor the project to enhance the nternal cohesion of project actvities

Provinciahization

Some ot the most important 1ssues 1dentified bv the Evaluauon Team concern the need for
clear strategic trameworh concentration on a limited numper ot interventon areas and ennanced
ownership for the acuvines undertaken on the part ot the project’ cliemts A major
rezommenaanon to address these issues m a coordinated wayv reters o the orgamization of
strategic planning workshops at provincial level

As the needs of the MSE-sector can differ sigmficantly for the provinces in South Atrica the
determination ot the assistance provided by BEES can best be done at provincial level At the
same ume, BEES would want to ensure adequate local ownership for 1ts activities By engaging
potenual client orgamizations 1n strategic workshops at provincial level both these objectives will
be served
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BEES s recommended to further facilitate the project’s actuvinies at provincial level, by posting
"BEES Provincial Luaison Officers” n the provincial,centres So as to reinain fully neutral, these
officers should preferably not be lodged with existing MSE-organmizations except when these are
indeed seen as independent and neutral, an alternative option would be o hire independent
persons (eg working in a one-stajf consultancy firm) Their role would be to represent the BEES
project at provincial level, be a commumcation pomnt for those who want to digcuss matters with
the project team, provide (limited) backstopping for the on-going activities, and be mvolved 1n
the momtoring of project activities

Momtoring and evaluation

It 1s recommended that 1n 1ts implementanon, BEES pays due attention to proper monitoring of
project activities 5o as to have early warnings of instances of sub-standard performance, and to
regular evaluation of the impact of us interventions

The project should also consistently document the projects research findings and experiences,
so that they become available for other MSE-support programmes and orgamizations to use them

Special areas of BEES activities

Techmical assistance for capacity building

The BEES activities for the building and strengtheming of MSE-support orgamizations should
continue to focus on mmproving the mternal operations (g management mformation systems,
debtor management control systems, etc ), as well as on enhancing the effectiveness of the
effectiveness of the service delivery to the ultimate clients

In the mmplementation phase, BEES should concentrate on non-governmental MSE-support
orgamizauions Special attenuion should be given to MSE-development organizations in the rural
areas BEES should continue to foster the formation of second-tier "umbrella’ orgamizations of
MSE-pracutioners, there 1s a particular need to bring together MSE-organizations at regional
level Some observers feel that as credit orgamzauons have traditionally received assistance

there 1s a case to focus more on MSE-support organizations which are engaged m the provision
of tramung and counselling services to MSEs

BEES 1s recommended to consider adopring a phased approach in covering all the provinces in
the countrv It would move mto a province establish iself and imitiate support services to
relevant MSE-organizauons When such support structures are 1 place, and there 1s less need
for massive delivery, or when an ’umbrella orgamization has started to take over some of the
tuncuons of the project, BEES could phase out 1ts mvolvement and move to another province

In any case, BEES is recommended 1o adoptr careful procedures for the selection of the
organizanions with which 1t will work Thev need 1o fulfil muumal standards of institurional
developmenr secured funding at least in the short run crincal mass of staff, and an mtal
capacity for the delivery of relevant services

X1 i
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From now on, BEES needs to put increasing emphasis on the sustamability of its services and
indeed make it into the core of its conceérns This means a gradual adoption of a market-
commercial approach in which (mcreasing) cost-sharing will become the rule rather than the
exception In addition to generating useful revenues, it will also force BEES to provide high
quality services which continue to be fine tuned with the felt-needs of the clients This in tum
will automatically ensure adequate ownership of,the BEES’ assistance by 1ts target group

Exposure visits and networking
Even though the exposure visits have been rather successful, a few pointers can be given so as
to further increase their impact

- the tnips should be careful planned and orgamized to visit countnes and orgaruzations which
have immediate relevance for the development of the MSE-sector in South Africa, in general
terms this would mean visits 10 couninies which have a comparable context for MSE-
development, n particular cases it might even be useful to organize exposure visits within
South Afnca uself

- BEES should strive for an enhanced transparency in the selection of the participants, in
which the subsequent use of the information gathered would be an important criterion (eg
the participants could be required to prepare a workplan in which they outline what
informarion they would look for duning the visit, where they expect to find it and how they
will use 1t within their own orgamization), BEES should also consider publicizing the visits
5o as to anract the best parncipants by announcing them through umbrella orgamzanons
with which BEES has contacts (eg AMEP), provincial SMME desks, BEES Advisory Board

- BEES should look nio the possibuity of cost-shaning for the exposure visis, it would segm
that this would be no problem for some of the stronger -parastaiai- orgamizanions (eg
SBDC IDT CSIR) whose statf have been included in the BEES’ exposure Visiis

- there 1s need to improve the orgamizanion and especiallv the preparanon of the parncipants
before departure, also, more artention should be given to the follow-up of the visus eg
through public debriejings at provincial/local level

Whenever converent the visits should be orgamized for small groups of participants whicn are
relanvely homogeneous with regard to tne technical area which stands central 1n the tour such
as 1 the case of the "entrepreneurship educanion” visit Other ‘topics could be support 101
women 1n the MSE-sector provision ot credit to MSEs formuiauon ot MSE-policies techmical
traming for micro-entrepreneurs MSE-business counselling MSE Resource Centres erc Some
interestung and relevant places 10 visit mav be Ghana (technology dissemination) Lann America
(various organizations providing micro-credit), and Asia (experiences in MSE-development 1n
India Thailand, Philippines)

In addition to short exposure visits, BEES may want to look into the possibility of organizing
staff exchange programmes between MSE-orgamzations in South Africa and eisewhere

X1 |



Information dissermmnation
The Resource Centre has primarily collected three sets of information One for researchess,
another for practitioners, and a third for individual entrepreneurs We recommend that

- BEES keep the marerial relevant 10 service the needs of the practitioners, as well as copies
of studies that they have commissioned

- documents and other materials serving the needs of individual entrepreneurs be located 1n
the LBSCs about to be established at a local level, BEES could play a role as central facility
to backstop these LBSC-information units, for which an e-mail linking may be suitable

- the rest of the matenial either be transferred to NEPA, or to other instuutions dealing with
MSE research

- BEES engage in a more active strategy to disserunate its findings and experiences For
instance, the numerous papers which are being prepared by consulitants and others could be
orgamzed in a senies of BEES Worlang Papers and distnibuted to its main contacts
Furthermore, it could orgamze workshops and seminars to promote the new approaches
which 1t has pilot-tested and found to be relevant to the SA context

- information and dissenunation activities be monitored by a semior technical officer within
BEES

Policy research

BEES 1s to be commended for recognizing the mmportance of a solid empirical base for NGO
interventions and for taking steps to build research capacity Their three-pronged approach
the research effort also seems reasonable and appropniate To a large extent, unmediate data
needs was taken care of bv commuissiomng particular studies This method often results i studies
of uneven quality -- as the expenience with the "Best Pracuces Study" shows -- but 1t 1s otten
the only wav to get data on a umelv basis To ensure consistentlv good quality 1n commissioned
reports the Evaluanion Team recommends thar

- consultants and researchers be carefullv selected on the basis of a well-desienea scope
work and

- research acmutes be momiored by a semior technical officer wirhin BEES

Tue thira approacn 1 BEES ertorts to build research capacitv seems not {0 he wor~irz
nonea It 1s not tullv sure 1t the research consortium based 1n university small business centres
v1ul continue as planned because two of the three kev researchers have indicated that they mn
be leaving themr imstitutions and the insumitions themselves seem to have himued the capaciny
and/or 1nterest 1n pursuing SMME research Furthermore we believe that BEES 1s not equipped
ro support research acuvities The Evaluanion Team iherefore  recommenas thar BELS
disconninue 1Is research capacin building acrnin

X1
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Gender ~ay

Gender 1ssues are not issues to be taken mn isolation If they are seen that v}ay, there 1s danger

of compartmentalizing women We agree that they do face unique constraints, but women are

entrepreneurs just like male entrepreneurs  They need the same attention but with greater focus
i

The team urges BEES to be gender sensitive across all their activities In particular we

recommend that

- n offering technical assistance to NGOs, they should ensure that women-led organizations
recerve optimal attention They should also ensure that in orgamizations where women are
not leaders, some space through training 1s made available for them to graduate to higher

positions within the organizations

- BEES should ensure that women fully benefit from the exposure visits

- the Resource Centre be used to bring in what was learned n other countries about how
women have been given support to help them grow their businesses Lessons from Ghana
and Kenya would be a starting pownt for South Africa

Affirmative action
Targeting blacks for affirmative action may be the night policy However, caution has to be
applied 1n terms of how this investment will be utilized later Affirmative action should be
targeted to areas where maximum gamns will be visible The Evaluation Team therefore
recommends BEES (and other organmizanons applving affirmative action) to

N

*

- develop critena jfor selecnng candidates earmarked for capacuy building  Thev should

possess at least some potential and nterest 10 take that particular activiry further without

any help This means that race should not be the onlv criterion used to select institutions and

individuals ~ Other facrors should be considered as part of the selection process, especially
when direct assistance 1S provided

- establish links 1o enhance capacinn  SA 1s known for us imbalances - people with skills ana
Anowledge especiallv Whites should be encouraged 10 transyer their skiils 1o help build
capaciry of their blach counrerparts (this model was tried without much success in the case
of Mangosuthu Technikon and Nartal University  but closer monitoring mav go a long wav
1 producing better results)

Atfirmauve acuion should be a policy that cuts across activives with some torm ot criteria 10

ensure thar results are acnieved BEES should be carerul not lock itselt in a tight corner bv
compartmentalizing affirmative action policy

X1
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BEES PROJECT FUNDING

The BEE% project 1s currently funded by USAID, which 1s known to have provided important
mputs for the development of more effective and efficient support for the micro- and small
enterprise, sector 11 a large number of countries It has funded widely known MSE-programmes
such as PISCES, which greatly contributed to the development of relevant and sustainable
models for micro-credit lending, ARIES which looked at different institutional models for MSE-
development, and GEMINI which introduced the "sub-sector analysis" As the BEES project 1s
auming to develop mnovative mechanisms and mstruments for the building and strengthening of
the capacity of MSE-support orgamizations clearly falls within this illustrious tradition

In 1ts pilot phase over the past two years, BEES has experimented with different approaches It
has come to understand the -changing- context of MSE-development in South Africa It has made
contact with an mmpressive number of organizations and made a name for 1tself as an important
player m the market of MSE-support For the funds invested i these efforts to bear fruit, and
achieve maxmmum mmpact of the activities imitiated, more time as well as follow-up 1s needed

There 1s no doubt that there 1s a continued need for a project such as BEES The Evaluation has
concluded that indeed BEES fulfills a gap, as presently no other organization or programme 1s
providing mstitution building services sumilar to BEES Thus 1s all the more mmportant as new
MSE-development organizations are sprouting up i large numbers, and they are clearly i need
of organizational development Without any exception, all the observers contacted by the
Evaluation Team feel that there BEES should remain an important actor 1n this area, especially
since the MSE-sector 1s expected to provide many more job opportumties m the immediate
future Now that Government policies and structures are emerging, 1t 18 necessary to buildyp
an effective capacity 1n MSE-support organizations outside the government sector This w1ﬁ
enable them to play their roles as partners in fostering the development of the MSE-sector, and
to adequately deliver relevant services, according to the "White Paper’, the GoSA sees its role
merely as a facilitator

Moreover 1n the longer run the BEES project can be expected to provided important lessons
and models for the building and strengtheming of MSE-development orgamization m countries
neighboring South Africa, where the MSE-sector will possibly be called upon as a major
employment provider for a long ume to come

In views of these arguments rhe Evaluation Team strongly 1ecommends USAID to (re)consider
further funding for the BEES project The Team 1s confident that 1n case 1t 1s decided that such
a project does not fit within the new framework of 1ts activities, other mterested donors will be
found to enable the project to carry on the job 1t has started to do so well

XV |
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PREFACE i
. )

Project evaluations require a concentrated effort and the active su‘pport of many

The time alloted to project evaluations 1s usually short relative o the large number of
parameters within which the project has been designed and implemented, and to the effort
that the project staff have put in to getting to know the right people, establishing working
relations with counterpart orgamzations and mtiate the various project activities Certainly
1 this case, the evaluators, especially those from abroad, are bound to feel modest as to
their success 1n understanding and appreciating the complexities of the context mn a country
which has changed so radically over the past years At the same tume, 1t has also been a
fascinating time, to get acquainted with the "new South Africa’ Indeed, 1t 1s only fair to say
that for the Evaluation Team, the BEES evaluation has also been a very interesting exercise,
while 1t has also been a learning experience

The Evaluation Team wants to express 1ts gratitude to the project team for all their support
and frankness Special thanks go to both the BEES project directors, Martin Manala and
Kevin Kane, for thewr stamina 1n trying to answer all our questions, Bob Richards foremost
as "the orgamzer of the last resort", to Peta Qubeka for sharing her ideas on the Resource
Centre, and to Minam Kondowe who had the difficult task to tailor-make the programme
for the Evaluation Team

We also want to record our deep appreciation to all the practioners working with MSE-
support organizations, and the micro-entreprepeurs whom we have mnterviewed The Team
would like to acknowledge that we are very mmpressed with the dedication, expertise and
vision, and collaboration shown by all of you

Project evaluations are an interesting phenomenon They are an exercise 1 which stock 1s
taken of the progress 1s made 1n the application of one of more methodologies for techmecal
assistance a moment to mdicate some ’lessons learned’ However, 1t 1s common knowledge
that all too often the results of project evaluations are felt to be sensitive and not be made
available to others In this way, valuable experiences that have been gained cannot be used
in other projects and as a result technical assistance 1s progressing unnecessarily slow often
seeming to remvent the wheel’ The authors of this evaluauion report feel that the BEES
experience 1s relevant to many others and hope that indeed the lessons learned’ will be
disseminated 1n one way or another to a broader audience

BEES Evaluauon Team

Braamfontein
14 November 1995



1 INTRODUCTION

From 16 October to 10 Navember 1995, an mternational team contracted by PACT carried out
the evaluation of the 2-year pilot phase of the Black Entrepreneurship and Enterprise Support
(BEES) project 1 South Africa The project, which 1s funded by USAID, aims to build and
strengthen the capacity of local orgamizations to support micro- and small enterprises (MSEs)
It formally started in September 1993 with the signing of the agreement between PACT and
USAID, m the meantime the project has been extended by 6 months, to end in February 1996

The key questions given to the evaluators for review cover the following areas the design of the
project, the ’mstitutional development’ of the project itself, BEES’ service provision, and the
project’s nteractions with the Government of South Africa (GoSA) The ’Evaluation scope of
work’ clearly mdicates the interest of BEES to be evaluated from both the perspective of how
BEES was designed and has performed i the -changing- circumstances, and from the
perspective of how a support facility as BEES should be structured (eg what services should it
provide, how and to whom) 1n the future, assuming that 1t will be needed Please refer to
ANNEX-I for further details on the Scope of Work of the Evaluation

The Evaluation Team consisted of the following members -

- Hans Christiaan Haan (TOOLConsult, Amsterdam), service delivery and team leader,

- Prof Karega Mutaht (Mimstry of Research, Techmcal Traimng and Technology, Kenya),
relationship between BEES and the South African pational and provincial government,

- Ms Angela 'Pinky’ Mashigo (MSE consultant), nature and constraints of the MSE-sector
and MSE-support orgamzations in South Africa and N

- Dr Dorothy McCormick (Semor Research Fellow at the Institute of Development Studies
Umiversity of Nairobi), development and functioning of BEES as an institution

For 1ts work, the Team adopted the following methodology

- review of design documents !/ (see ANNEX-II)

- repeated discussions with BEES project team and representatives of donor (USAID)

- Interviews with persons representing designers clients and implementors, first in Guateng,
subsequently in Durban, Eastern and Western Cape (see ANNEX-III for a hist of persons
met by the evaluators and ANNEX-IV for the interview guidelines used)

- fields visits to contact some of the ulimate beneficiaries, 1 micro- and small entrepreneurs

The work of Evaluation Team was somewhat hampered by the fact that not all the members
were available for the full period of the evaluation, as a resuit, the team paid visits to the

1/ In the Scope of Work of the Evaluauon Team a dual approach to the evaluation ot the BEES project 15
announced 1n which the assessment of the Team 1s complemented by an nstitunional case study of the BEES
project to be carried out by the statf of James E Ausun & Associates Unfortunately this study was not
finalized at the ume when the Evaluanon Team was 1n the country

1

e



provinces of Kwazulu-Natal, Eastern and Western Cape 1n different compositions (see ANNEX-
V for a detailed itmerary) ~m

At first sight 1t would seem prohibitively early to effectiate an evaluation of the BEES project
which has been active ’on the ground’ just some 16 months the projeet directors only started
thewr work m February 1994 and the Two-year Work Plan was approved by the donor in mid-
July, only after which the project activities could start mn earnest Obviously 1n such a short time
span little impact (if any) can be expected and 1t 1s understood that 1t 1s particularly the formal
obligation to have an external evaluation two years after the sigming of the project agreement that
prompted an evaluation exercise to be organized at this time

While 1t would be indeed be premature to assess the impact of the BEES’ interventions -
especially since 1t 1s an institutional development project so that impact results may take some
time to actually show, there are two more factors which make an early evaluation of the BEES
project convemient First, 1t 1s prudent indeed to reflect on the structure and strategies of the
BEES project, now that the political context for MSE-development has changed drastically with
the transition 1n government m South Africa mm 1994 The new Unity Government set out to
actively promote the MSE-sector, and prepared a *White Paper’ as a start for the formulation
of policies towards the sector It 1s now setting up structures at national and provincial level,
which were not envisioned at the time of the design of the BEES project Moreover, the
formation of a legitimate government meant at the same tume that the international donors, which
before collaborated mainly with non-government orgamzations, had to review theirr funding
programmes 1n the country

These socio-political developments 1in South Africa, secondly, also affected the operational
strategy of USAID, especially as they comcided with a major change of personnel i the Private
Sector Division The combined effect of this was a different attitude towards the BEES project,
which was no longer perceived to be fully m Iine with the new Private Sector Strategy In fact,
at some point the staff of the project were rather brusquely imnformed of the immpending close
down of the project

Such an a prior: insecurity for the funding of a pilot project before even 1ts results have been
assessed, 1s a somewhat awkward setting for a project evaluation In this situation, the BEES’
Evaluation Team decided to focus on an assessment of the activities and progress of the project
‘on therr own’, 1e foremost related to the assistance needs of the MSE-sector 1in South Africa

And 1if the project would indeed be found to provide services relevant for the changed conditions
in the country, the Team would want to pay special attention to ways, if any, in which these
services could be made more efficient and effective It would seem that woiking in this way,
provides the best assurance that the labours of the Evaluation Team may be useful to the project
and, hopefully, to the Black micro- and small entrepreneurs in South Africa

——
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2 MSE SECTOR AND MSE-SUPPORT ORGANIZATIONS IN SOUTH AFRICA
1

2 1 Economiic setting

i

H

After years of struggle against apartheid in South Africa, a united democratic, non-racial society
is a reality m South Africa However, political rights on their own do not ensure that people,
especially victims of apartheid, will thrive and prosper Rarely does economic growth filter
down to the poor or to the people 1t 1s aimed for

The South African economy 1s faced with a series of challenges one of which 1s a labour force
that recerved very little education and 1s predominantly unskilled It 1s an economy that
embraces an extreme structural mix Its make up ranges from the “first world development”
(formal large scale enterprises), through the “third world” (informal micro-enterprise economy),
which 1s typical of most developing countries, to the squalid shanty towns and primitive rural
subsistence agriculture which ranks among the worst m the third world With the wealth of
natural resources, advanced spread of miming and manufacturing activities, sophisticated financial
services and long established entrepreneural culture, SA 1s 1n the position to strike economic
success over the next decade However, the uncertamty emanating from the transition from
white rule to a democratic rule, serves as an mhibitor to both local and foreign mvestors The
key concerns are the violence that has reached ungovernable levels and the expectations that the
black population will exert pressure on a post-apartheid government to implement excessive
expansionary macro-economic policies

It was easier during the 1970s when there was world demand for SA metals and minerals Z\"nﬂ
the country was able to achieve substantial economic growth, in spite of all kinds of policy
deficiencies But as growth in major Western countries was disrupted by o1l shocks and belated
anti-inflation drives, SA slumped to an average real economic growth rate of less than 2% m
the 1980s, below the rate of population growth, therefore causing a decline 1n per capita living
standards This compelled the government to change its economic thmking A consensus
emerged that fundamental restructuring was required to put the economy on a higher growth
path By the late 1980s, privatisation and deregulation were words often used by policy makers
and business people 1n SA, as was the case 1n other developed countries It seemed SA had no
choice as political turmoil within the country and official and unofficial foreign sanctions were
applied Other occurrences were the disappointing gold price mn the 1980s and 1990s and a
number of poor agricultural seasons saw the average annual rise in real GDP slumped to 1% for
1981-1990 Real GDP declined by about 0 4% 1n 1991 and 2 1% 1n 1992 This growth rate
of the economy was matched by growing unemployment 1n the modern sector of the economy
as 1t soared to uncontrollable levels Retrenchments have since become the order of the day

The general shrinkage of employment opportunities and decliming economic growth rate, force
people to eke out a living elsewhere, 1n most cases starting a micro-enterprise However, these
attempts rarely generate enough income, therefore cannot be a viable alternative as most
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enterprises tend to be survival i nature rather than successful busmesses (Hirschowitz, 1994)

This situdtion 1s exacerbated by the fact that SA, unlike other African economies, does not have
agriculture to fall back on, such that unemployment has become a serious problem both 1n urban
and rural areas In the 1940s about 36% of all employment was 1n agriculture, but by 1980s
this was down to a little more than 12% By 1991 1t was less than 10% and subsistence
agriculture 1s aptually non-existent This has consequently led to growing poverty at all levels
in SA and to a growing social unrest and unacceptable levels of violence The sad truth 1s that
these trends manifest themselves particularly n those strata of society in which people have no
qualifications, no employable skills and are currently flocking to the cities in search of
employment, housing and welfare It therefore makes sense that entrepreneurial activity 1s seen
as the essential source of economic growth and social development within the marginalised
strata of the society, and the mnformal sector 1s relied on as a panacea for unemployment

problems

2 2 Micro-enterprises 1n South Africa

The argument to support the development of micro-enterprises stems from the fact that micro-
enterprises have rudimentary forms of specialisation and division of labour They rely on
household labour, sunple and direct methods of production, with limited use of complex
machines and sophisticated technology It has been argued that these enterprises make positive
contribution to economic development, because they

1) have the capacity of absorbing labour, as their method of production tends to be labour
intensive, where more labour 1s employed per unit of capital than in large enterprises,
bt
11) provide nexpensive mputs and outputs that the large scale enterprises cannot produce
profitably,

11) are capital generating,
1v) use scrap material thus saving on raw material which 1s often mmported, and

v) serve as a traimng ground for skills and entrepreneurship through apprenticeship
development

It 1s difficuit to collect precise data on the informal sector, because of 1its unrecorded nature of
the micro-enterprises in this sector Different approaches are used by different researchers as
they all start from a different premise, hence estimates vary However, the statistic above show
the mmportance of the micro-enterprise activity 11 SA  They contribute approximately 17% to
the country’s GDP and they absorb at least 31% of the economically active people of SA

These figures wiil undoubtably increase as retrenchments 1n the country are the order of the day
and people have to eke out a living elsewhere Informal self-employment seems to be the
immediate solution for survival
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Contribution of MSE-sector to economy 1n South Africa

o,

Employer Number Percent™
State 2,0 mil 14%
Large enterprises 3,4 mil  23%
Informal sector 3,5 mil 24%
Subsistence 1,0 mil 7%
Unemployed 2.0 mil 14%

*Percentage of 1993-esumates of Economically Active People

Contribution to GDP

State 16%
Public Corporations 13%
Large enterprises 25%
Small enterprises 29%
Informal sector 17%

Source SBDC Annual report, 1995

h

b

One of the most striking features of the mformal sector 1 South Africa 1s the relative absence
of manufacturing activities Liedholm s (1991) study on micro-enterprises ;n SA found that
16 9% of the enterprises surveyed 1n Kwa-Zakhele (Port Elizabeth) and Mamelod: (Pretoria)
were manufacturing micro-enterprises and the Women s Health Project (1992) study of micro-
enterprises i Griffiths Mxenge Town 3 Khayelitsha, counted 124 informal activities, of which
5 were only manufacturing activities These statistics compare poorly with statistics from other
developing countries, where small-scale manufacturing dominates the activities in the mformal
sector For example, manufacturing activities comprses the following percentages 36% in
Maseru (Lesotho), 45% in Kenya, 32% i Abidjan (Ivory Coast), 47% in Freetown (Sierra
Leone), 32% m Niger City of Marad: (Manning and Mashigo, 1994 - quoted from Charmes
1991 and Lubell, 1991)

The numerically sigmificant components of the South African black mformal sector are street
traders, spaza shops and hawkers These activities have limited potential for expansions and are
overwhelmingly undertaken as survival strategy 1n order to earn a living 1n the face of extensive
unemployment This relative absence of productive activities may to a certain extent be the
result of the restrictive policies of the apartheid regime, which did not create an enabling
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environment for the micro-enterprises Policies of “ One Bantu One Business” %/ as well as

“Moneyed Bantus’ * to be relociled to the homelands if they are engaged 1n productive

activities, had serious consequences to the growth of micro-manufacturers 1n SA

The same can be observed in rural areas, although the problem 1s more acute People in the
rural areas were deprived of educational opportunities, which has resulted in the lack of
creativity and self -confidence to embark 1n any activity that will alleviate their poor status This
has caused them to earn a living by engaging 1n informal retailing of finushed goods, instead of
manufacturing the goods themselves This 1s being exacerbated by the lack of interest and
support from the government, donors, private sector as well as NGOs - who are primarily
perceived as bemng on the ground Therefore, there are no support systems in place to assist
emerging entrepreneurs, hence there 1s a death of informal activities 1n the rural areas

The history of black business in South Africa reflects political and economic repression of blacks
and the contradictory processes generated under South Africa’s racial form of capitalism The
government attitude towards the sector has been a plethora of laws ensuring that black
enterprises do not compete with white businesses on an equal footing It was only at the Carlton
Conference 1 1979 that the government changed 1ts attitude towards the SMME sector The
then Prime Minister P W Botha and representatives from the private sector convened a meeting
to find common ground 1n their approach to socio-economic and political development 1 South
Africa The result of this conference was the commitment to the development of the SMME
sector as a whole, specifically to promote black manufacturers in the township

2 3 Constraints facing MSEs \

»
Reasons for the underdevelopment of the sector can be grouped 1nto two categories, the internal
(those that the entrepreneurs can control) and the external (those that the entrepreneurs cannot
control) constraints

Internal constraints

It 1s said that lack of management competence amongst the micro-enterprises 1n SA, stems from
msufficient educational background and other basic needs Estimated per capita expenditure
on white pupils 1n 1980/81 was R 1 021 compared to R76 for black school pupils From these
figures implications are clear There was mnadequate traimng, knowledge of business and
management expertise and skill This in turn led to a limited knowledge and nsight nto various
important aspects of business such as marketing skills and production skills Therefore education

R
-/ In the 1950s the Mimstry of Banm Admimstration was given exclusive rights to grant permission for 1ssuing
or renewal of any busimess licenses at this point they embarked on a strategy of one man one business

3/ Circular Minute A2/1  A8/1 of 1963 1ssued by the Department of Bantu Admmstration and Development

to local authoriies explicitly forbade (Banmw) blacks from participating 1n any form of productive activity in
the urban townships  Those termed as moneyed Bantus had to be given incentives to relocate to homelands

6



i SA needs to ntroduce entrepreneurial education, which will sensitize the young people to
business possibilities within the economy of South Africa

In other countries mformal sector studies argue that a majorty of self employed people 1n the
mnformal sector enterprises acquired their skills on the job, as workers n the formal sector or
as apprentices 1n the informal sector rather than in formal vocational traiming centres They have
voluntarily left their employment to set themselves up SA has not been in this fortunate
position Most participants within this sector were pushed to 1t as a survival strategy dictated
by poverty, rather pulled by entrepreneurial ambitions Although skills deficiency 1s an 1nternal
constraint, the forces affecting the entrepreneur are external, hence locking micro-entrepreneurs
1N a vicious cicle

External Constraints

In general, South Africa’s economy reveals an oligopolistic pattern of market control and a
concentration of ownership among conglomerates The SMMEs sector find 1t difficult to
compete with the conglomerates and barriers to entry are high for them as there are few market
niches for them to explore There 1s a clear need for the economy to be restructured, to pave
way for the development of SMMEs

Other than being squeezed by the economic structure, a number of impediments face the micro-
entrepreneurs 1 South Africa These impediments come 1n different forms, referring to adverse
regulations and laws, a lack of access to crucial services such as, for mstance, credit, and a lack
of information about how to run busmesses These constraints can be summarized as follows

» State policies have prevented blacks from gamming access to property rights It was only 1n
1985 that blacks were able to own property, at first restricted to the townships, and only
later opened to all areas Lack of this security, to a large extent, prevented blacks from
accessing loans, as they could not meet the collateral requirements set by the financial
1nstitutions

® Black urban areas were regarded as dormitory towns and not as areas where industrialisation
or commercial growth should take place As a result there 1s a glaring shortage or adequate
business facilities such as workshops, factories and telephones Soweto, for instance, was
only electrified 1n the early 1980s, as compared to the metropolitan white towns that were
electrified as early as 1910 Telephones for ease of communication are still not widely
installed 1 the townships compared to the white suburbs In some townships, roads have
not been built at all or they are not adequately maintained This makes communication for
entrepreneurs 1n the townships mmpossible

e To mmprove the qualty of production, the micro-enterprises need to adapt to available
technology, therefore information on technology need to be channeled to micro-enterprises
In Scuth Africa there are no channels set up to transfer techmical knowledge to muicro-



enterprise and technology 1s mainly developed with the large scale enterprises mn mind */

The constraints outlined above are by no means the only ones affecting the MSE—secto?1 Only
those perceived as major have been highlighted, to give an indication of the constraints facing
MSEs n South Africa They point to a need to develop programmes that will assist the micro-
enterprises to grow 1to sustainable businesses, as well as creating an enabling environment for
them to thrive The challenge then 1s to identify specific programmes that will begin to address
the problems of the sector Such programmes should begin by preaching the word of
entrepreneurship, diagnosing the problems and 1dentifying bottlenecks, and designing meaningfull
mterventions that help micro-entrepreneurs to overcome the constraints These programmes have
to be clear on what are effective strategies and instruments for the development of
entrepreneurship within the sector

24  Services provided to MSEs

To nurture the development of entrepreneurship, certamn services need to be provided
Experience has shown that 1f the operating environment 1s hostile to the development of micro-
enterprises, 1t makes little sense to mount costly programmes To aid the development of the
sector, 1 1981 an imtiative sponsored by the State and the private sector was established, known
as the Small Business Development Corporation (SBDC) Its responsibility was to stimulate
SMME amongst all racial groups The two parties pledged R60 mullion each to kick start the
process, but the SBDC became a primarily private sector controlled company °/ During this
decade the state embarked on a process of relaxing all restrictive laws and regulations, barring
the growth of African SMME development and 1t was known as the "Deregulation Process”
As this process was on-gomng, a range of institutions were introduced 1n an attempt to foster
black business development

The proliferation of such institutions was to resuscitate the development of black businesses

Reasons for these mstitutions being established ranged from a need to create jobs, a belief that
the micro-enterprises sector has a potential to stimulate the South African economy, and a notion
that black entrepreneurship had to be promoted and a platform provided for black business
people to lobby The translation of these commitments mnto actual activities proved to be a
difficult process These organisations work primarily 1n an uncharted territory and need constant
monitoring and evaluation before further activities are developed

4 It 1s only recently that CSIR has taken a different stance and 1s startung to look at developing technology for
this sector 1n collaboration with the Business Development Programme (BUDS), which 1s 1n the process of
developing Local Business Services Centre (LBSCs) and Manufacturing Technology Centres (MTCs)

3/ The government was the silent partner 1n this imnative It only channeled funds to this orgamzation without
any condintons attached Therefore the directors who primanly came from the corporate world had a free hand
1n operating this corporation



R ]

1
i
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Diagram 2 DTI oreamgramme (from 1994 onwards)
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These mmstitutions then provided a varnety of services, such as loans to enirepreneurs, framing
1n both technucal and business skills, access to business information, and business counseling and
mentoring services Diagram 1 shows how these organizations were orgamsed before 1994 when
the Department of Trade and Industry (DTI) was largely ineffective Since then, the Department
has commutted 1tself to the development of the SMME-sector and important changes has been
effectuated 1n 1ts orgamzation (see diagram 2) Its re-newed commitment can be seen from the
formaluation approval of the White Paper, the establishment of KHULA Finance Facility, Ntsika
Enterprise Promotion Agency (NEPA) and the National Small Business Council (NSBC)

The structure of these orgamisations 1s mmpressive and seems highly developed Governing this
structure 1s the Department of Trade and Industry, which at first did not play a dynamic role

Its function was mainly to channel funds to the organisations that were government funded

Today, this mstitutional framework (as shown 1n diagram 2) has changed and the Government
of National Umty has now commutted itself to play a more active role to support and promote
the MSE-sector It 1s therefore faced with a fornudable task of building a micro-enterprise
sector from a very weak base, and all eyes are now on the newly created government
organusations, NEPA, KHULA and NSBC to deliver

A warning needs to be sounded here with regard to the activities of these orgamisations, which
should be based on a clear division of labour, n which the government is the facilitator while
NGOs and other private sector orgamzations are respnsible for the design and the implement of
MSE-support programmes (see also chapter 6) Within such a situation, both the GoSA and the
NGOs/ private sector should carefully monitor the progress in developing the MSE-sector (eg

both should conduct internal and external evaluations of their own activities) \
.

25 Problems facing non-governmental MSE-organisations

These support orgamsations have 1n most cases clearly defined areas of interventions within the
micro-enterprise sector They are, however overwhelmed with need but are often sidetracked
They would do whatever 1s necessary to assist a client Therefore support 1n most cases had to
go beyond the orgamsation s brief in order to help the clients solve their problems Also the
fact that their objectives are broad, e g job creation, tends-to lead them to act mn varied ways
thus deviating from their 1mtial intended purpose

An analysis of the mnstitutional framework points to a common problem across different types
of support organizations limited capacity to effectively implement their programmes They have
few staff who often possess madequate skills Operational systems are very basic and need to
be updated, often they are unable to support the orgamsations in delivering efficient and effective
services to 1ts chients This unfortunate situation puts clients 1n a precarious position where
lucrative business opportunities are lost due to delays 1n processing assistance, such as, for
example, loan applications
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Further analysis show that programmes are designed from d1ffer§nt pe’rspectlves Sometimes the
mntervention, in an attempt to look business=hike, 1s pitched at a high level, such as in the case
of traming courses for business skills that are offered n training centles rather than on-the-job

Traming modules tend to be designed 1n a vacuum without any necessary involvement of the
micro-enterprises, and often mnappropriate materials and equipment are used Such an approach
distances them from the group they are supposed to assits In other ‘cases, the ntervention 1s
different The staff dedication to the sector tends to make them flexible in their work which puts
them 1n an advantageous position to mnduce trust and co-operation from micro-entrepreneurs

However, their ‘social orientation often leads them to be generalists, who lack proper
understanding of business management 1ssues and other factors important in making enterprises
thrive They therefore lose the opportumty of understanding or gaiming expertise on a particular

need within the sector, be 1t traming or credit

There 1s little networking among the MSE-support organisations, and there 1s hardly any sharing
of mmformation on clients and operations This lack of co-operation and co-ordination of
activities 1s causing problems for both clients and orgamsations Organisations do not refer
clients to other organisations, even when clients require services they do not offer They would
instead attempt to heip even when there 1s a better product elsewhere As a result clients do not
receive appropriate support to enhance the status of their businesses

Because of these factors organisations tend to locate themselves 1n easier options, which Tendler
(1995) refers to as ‘default options  Most of these orgamsations focus therr support to retail
activities rather than productive activities According to Tendler(pg 1-2) they do it for the
following reasons
e Retaill activities lend themselves better to a gemeric approach than services and
manufacturing, and, for instance, marketing courses offered to retailers have less general use
for manufacturers
retail activities by defimition have to be out 1n the open therefore easy to locate
in the case of retailers, the collateral problem 1s more easily resolved than with
manufacturing, because collateral 1s embedded in the firm s inventory

In summary, what has been learnt from studies and interviews 1s that the micro-enterprise sector
1s vast and varied, covering a range of trades and incorporating a large number of people from
all segments of the society Given the difficulty and magmtude of the tasks facing these
organisations, 1t is not surprising that they have tended to orient themselves to the relatively
easier activities within the micro-enterprise sector They are biased towards urban rather than
rural, tend to focus and provide more support to retail and service activities than to
manufacturing activities Support given ranges from the provision of a full package to a single
mput  According to Carr (1989), a single input approach may be more simple if valuable
assistance can be delivered relatively quickly, whereas provision of a whole package of nputs
to a diversity of micro-enterprises, can be costly and incapable to reaching out to clients

Other problems observed within these MSE-support organisations are
e they lack an understanding of the dynamucs of the sector since their programmes are not

12



¥
regulgrly reviewed and evaluated

¢ programmes are often created in 1solation and are not designed 1n collaborative manner with
the benefidiaries earmarked and are therefore unable to adequately fulfill the need

» programmes do not take mto cogmsance lessons learnt from other countries that have
experineces 1n the development of micro-enterprises, even then, programmes tend to be
adopted rafher than adapted, thus failing to meet the specific needs faced by the South
African entrepreneurs

¢ as a result of the attitudes of directors, the programmes often do not meet the needs of the
sector - the programmes are 1n most cases supply-driven rather than demand-driven

* there 1s no sharing of information amongst all the programmes, as they tend to operate m
1solation rather 1n a collective manner

* 1solation has denied South African MSE-practitionors exposure to tested and successful ways
of running micro-enterprise programmes that are sustainable and, at least to certamn extent,
self-rehiant, covering part of their operational costs MSE-programmes 1n South Africa rely
to a large extent on donor funds, and without such capital injections they would die an early,
natural death

These problems show that many of these organisations lack the understanding of the sector, as

well as a capacity to design and run successful programmes There 1s therefore a need to

* bring these organisations together

® expose them to other programmes and best practices elsewhere

e build the capacity of support organisation to run/deliver these services in such a way that the
needs of the sector are fulfilled

o advocate more support to create an enabling environment for these organisations

The need for capacity building within the sector 1s a priority Non-governmental orgamsatls'ns
are now facing new challenges The White Paper also puts immense pressure on NGOs to be
able to design and implement programmes realising outputs within a given period of time
Donors on the other hand are not willing to give money to NGOs, most are signing bilateral
agreements with government, which means that funds for NGOs have dried up If donors are
mterested in NGOs they have stipulated conditions that need to be met before they consider their
applications Some of these conditions are
*» NGOs need to generate their own 1ncome
e NGOs need to embark on innovative strategies, translating lessons learned from other
countries to meet the needs in SA, such that they are able to have a visible impact within the
sector, that 1s, setting up goals, outputs, activities as well as indicators of success
NGOs are required to constantly momtor and evaluate their activities
NGOs engaged 1n the same activities are expected to collaborate and work together to
eliminate any duplication and avoid pitfalls

Without any help in building the capacity of NGOs, they will not be able to achieve the
requirements mentioned above  NGOs need to have institutional capacity to run such
programmes as well as capacity to be innovative in developing and delivering these programmes
effectively and efficiently

13



3 PROJECT DESIGN

31 Project history

The design of the BEES project started 1n 1993 when a team of local consultants recommended
to USAID the creation of a "Microenterprise Development Support Faciity" (MDSF) in South
Africa The main underlying notion was that existing MSE development organisations in this
country, such as some commercial banks, NGOs providing credit and training, community-based
orgamisations, and busmess and trade associations (eg Chamber of Commerce), which had not
been m a good posion to be m contact with developments elsewhere, would sigmficantly
benefit from exposure to 'best practices’ and field experiences in the area of micro- and small
enterprise development (see O’Regan et al , 1993)

The design team felt that "the key problem at present is the lack of adequate second-level

organizations to respond to the diverse array of informational, technical and traiming concerns

of both individual service and credit organizations and the networks" (ibid, pg 9) It was

therefore suggested for MDSF to engage mn

- directly assisting South African orgamizations 1 needs assessment, planning and the
promotion of retworks and other self-directed upgrading processes

- developing :n Information Resource Centre, with double functions as an information
centre/ library on MSE development and an electronic communication system for local
orgamisations with access to international techmical information and exchange

- faciitating mternational travel and the establishment of external linkages by Souﬂg
African organizations, through study tours and specialized/international work experiences

- facilitating staff interchanges and forums, as well as locally-based and international
consultancies for traiming and technical assistance

The mstitution building assistance was to be provided at three levels (1) specific techmques and
methods, (11) strategic planmng and critical reflection, and (111) organizational development

Furthermore 1t recommended that MDSF should

- both 1n structure and 1n staffing evolve into a supportive partner in the SA context

- maximize its impact and establish its credibility by focusing on early results and
therefore work through existing organisational networks, and focus on the areas of the
provision of credit and traimng

32 Project document and agreement

In the proposal which PACT submutted to USAID (see PACT l§933, all the elements from the
"design paper’ discussed above were taken up Emphasis was put on the mnovative character of
the project which was "to test-out strategies and approaches that show promise for stimulating
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and promoting Black-owned MSEs 1n South Africa while upgrading the capacity of ex1si{1ng

South African MSE-support programmes, or the encouraging of others" (pg 1) It was felt that

"a two-year pilot project 1s an appropriate and cost-effective mens for identifying the 1ssues that

are unique to South Africa that USAID would need to address in a multi-year MSE-support

project” ;

In the analysis of the project proposal, the main problems of MSE-development mn South Africa

were

- Blacks were historically actively prevented from starting businesses

- as a result, no pervasive "busmess ethic” has been developed n the country

- the Bantu education system further impeded the development of a Black-business sector

- the major impediment to a widespread development of Black-owned MSEs 1s formed by
a crippling credit gap

- only a handful of MSE support agencies (parastatals, private sector banks, business
support orgamzations, NGOs and commumnty-based organisations) have emerged, many
of which are facing constraints, some of the NGOs have a mixed reputation for bemg
able to provide the type of support Black entrepreneurs and enterprises need

- Black entrepreneurs at times regard these orgamsations with a certain degree of cynicism
or distrust

The goal of this Black Entrepreneurship and Enterprise Development (BEED) project would be

to empower Blacks to create wealth and jobs through micro- and small enterprises by 1dentifying
promusing approaches for stimulating Black-owned MSEs The purpose of the project would be
to address the national Black unemployment problem, and in domng so deliver services that
benefit Black women as well as men

\"R.

The objectives of the pilot project were then formulated as follows

1 To strengthen existing MSE-orgamizations that provide techmical and financial services
to emerging Black micro- and small businesses and entrepreneurs

2 To 1dentify and document new effective approaches to empowering Blacks through the
development of MSEs

3 To strengthen linkages between Black MSEs and community-based orgamsations (CBOs)
as well as other entities (such as churches, etc )

4 To develop an ethic and awareness within the Black community that will result 1n Blacks

starting new and viable businesses
5and 6 To expand access to credit and capital sources, especially from Black-led financial

mstitutions, major commercial banks, and NGOs, for Black entrepreneurs and business
(wo)men
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7 To expand access to international models of, and expertise 1, MSE development, and
to technical resources that will support the formation of Blatk-owned MSEs i SA

R

To this end the project would undertake activities in three "primary aireas of programmatic
operations” (1) expanding organizational capacity of MSE-support organizations and commercial
banks, (11) establishing a Resource Centre that will cater especially to the needs of the Black-
owned MSE-sector in South Africa (including business support organizations, researchers and
commercial banks), and (111) expanding the links that support orgamizations have inside the
country and externally to build a strong knowledge base of mnnovations, approaches, and lessons
learned which could strengthen the South African MSE-sector

The orgamzation and 1mplementation of the BEES project 1s government by the agreement that
was concluded between the donor, USAID, and the contractor, Private Agencies Collaborating
together (PACT) in September 1993 The Agreement largely follows the project proposal,
creating a two year pilot project with a budget of US$ 3,490,569 The agreement foresaw the
immediate recruitment, and, within a period of two months, the preparation of Program

Management and Implementation Plan, the core feature of which would an annual nstitutional
development strategy

33  BEES Imtial Two Year Workplan

The start-up of the project was delayed by some 4-5 months as the project staff only came on
board only in February 1994 (as 1s actually foreseen in the Project Proposal) The first months
were spent on the preparation of the Work Plan, during which discuss.c s were held with over
70 MSE-orgamzations and practioners The Work Plan which was presented mn June 1994 and
approved by USAID one month later

The main thrust of the Work Plan are 4 elements which refer back to the Project Proposal and
the Project Agreement, and are now formulated as

1 Increasing the programme effectiveness and mmpact of key types of MSE-development
organizations, such as advisory centres, traiung organizations, credit providers,
university Small Business Development Centres, membership associations, alliances of
MSE-practioners, "best practice orgamzations”, and "promising organizations operating
at a limited scale”

I

Institution building through the development of management and operation systems

(93}

Sector capacity building for advocacy and research, together with the development of
innovative activities in MSE-support 1n areas that so far have recerved little attention,
such as entrepreneurship education, technology adaptation and development, m-service
skills training, squatter communities, and detailed knowledge of sub-sector needs and
potentials in the manufacturing and service sub-sectors
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4 International interaction, such as exposure to MSE-practices and approaches that
elsewhere have been proven successful, pilot activities based on those practices/
approaches, collaboration between specialized agencies, especially i Africa, and staff
exchanges, again particularly 1in Africa -

The Work Plan furthermore adopted a number of themes

a regional priority areas, which will be selected on the basis of poverty and the greatest

needs for economic empowerment and employment creation (Northern Transvaal, Eastern

Cape and Kwazulu/Natal), and for population concentration, and economic and

employent creation potential (Guateng, Western Cape/Cape town, and KZN/Durban)

preparation of blacks for senior management positions

mcreased gender equity 1n staffing and programme beneficiaries

development of black-led organizations

national exchange of resources and expertise

o Qoo o

34  Assessment

The designers of the BEES project correctly identified capacity building of MSE-support
organizations as an umportant area for technical assistance 1n South Africa to further develop the
sector of micro- and small enterprises The MSE-sector 1s expected to contribute towards the
creation of a large number of jobs 1 the coming years, and 1s & provide an effective vehicle
for the empowerment of the black population The documents leading up to the project are
indeed accurate and consistent in their analysis

The strategy 1 the project design, which is not always made explicit, appears to be to br}né
MSE-support orgamzations together and to improve their internal and external effectiveness, by
providing them with various sorts of techmcal assistance and also by exposmng them to
mternational experiences During the two-year pilot phase, BEES would experiment with
different aproaches, 1t was expected that after this period, m which the project would find its feet
and expermment with different approaches, an unplementation phase of 3-5 years would follow

This overall framework has been proven correct and effective As a legacy of the apartheid era

the MSE-sector m South Africa 1s particularly under-developed (eg relative absence of
manufacturing activities), while at the same tume there 1s a serious lack of relevant services
available for the MSE-sector (see Chapter 2) Especially 1n the last decade, a large number of
MSE-support orgamzations have come up, but they tend to be small and weak In particular they
are 1n need of exposure to information and first-hand experiences of approaches that have been

tried 1n other countries Again as a result of the recent past, very few of the MSE-practioners
have been 1n a position to travel and get acquainted with the successes and failures of MSE-
policies and programmes outside the country

Moreover, the socio-political situation under apartheid led to an increased level of distrust even
among non-government organizations There 1s little inter-action and exchange of experiences
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and even less collaboration In such a situation an external force 1s often 1 a better position to
break down walls, imtiate relationships and suggest ways to work together =

The positiorung of BEES within this context was indeed such that 1t 1s generally seen as unique
in South Africa, as no other orgamisation or programme 1S providing technical support to MSE-
development orgamsations n the country It can be said that the project fills m a void by
building and strengthening local capacity for the delivery of services that are crucial for the
future development of micro-enterprises and -entrepreneurs

At the same time 1t should be noted that the project design has a number of deficiencies

- the Project Proposal and Agreement suffer from an overdose of objectives (some of
which rather concern 'means’ rather than 'ends’), resulting 1n a mandate that 1s way too
wide for a technical assistance project with only a limited timespan and few staff

- there 1s a certain ambivalence m the project design as the project is to be both
"mnovative", ntroducing new models for MSE-promotion, and to provide more
"regular” assistance for capacity building of MSE-orgamzations, these two aims are not
necessarily overlapping

- there 1s a serious flaw 1 the design of the project when 1t comes to staffing while there
are two directors, there 1s no 'middle level’ operational staff to implement and monitor
the assistance activities that they have designed

- the design of the project 1s msufficiently operationalized For instance, no criteria gre
grven for the selection of the MSE-support orgamzations that will participate m the pilct
phase of the project (they "will developed by PACT with input from advisors and
USAID, as appropriate"), sumilarly the way m which the operation of the Resource
Centre 1s foreseen does not become at all clear

- the project document has no instrument built-in that would ensure an adequate level of
‘ownership’ for the BEES’ activities among 1ts chients

Unfortunately, the project did not use the occasion of the preparation of its Two-vear Work Plan
to rectify the design errors and especially to dress down the objectives anc < .viues to be
undertaken, 1t integrally icludes the objectives and expected outcomes frcm the project
document In fact, in a way the problems of diversity and work load are aggravated, as the
Work Plan adds new concerns (eg the themes) without imiting the scope of work

This can be seen clearly i the listed projected outputs For instance, it 1S envisioned that

- 35 MSE-organizations have been assisted 1n at least 2 areas, such as nstitution building,
programme lmprovement/expansion, operation systems development, sustainability
analysis/ planning, human resource development, and 20 of them have documentated
improvements and/or expansion in client/member services
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- 10 small-but-promising ;MS‘é—development organizations have been provided with
ment8ting, techmcal and development assistance to rapidly improve and expand their
services, 6 of them have achiéved this objective

- 3 MSE Practioners Alliances have been formed at national and regional level, and are
operating effectively -

]

These are only some of the outputs listen in the Work Plan, all of which would probably be

heavy task to achieve for a project with twice as much staff as BEES m period considerably

longer than the two-year pilot phase of BEES Referring to the objective of the pilot phase to
experiment with different approaches, the Work Plan may have well decided on far lower
expected outputs

In sum, BEES, rather than one straightforward project, would appear to have become an
umbrella under which activities take place that easily could have been the object of 3-to-4
separate technical assistance projects, such as (1) research to support the government in the
formulation of MSE-policies, (11) technical assistance to strengthen local MSE-organizations,
(11) organization of study tours to expose policy makers, researchers and MSE-practioners to
experiences gained elsewhere, and (1v) the setting up of an MSE Resource Centre

The next chapter will take a closer look at the services provided by BEES 1n these areas Also,
some other 1ssues which are 1n some ways linked with the design of the project, such as strategic
project planning, role of the Advisory Commuttee, and monitoring & evaluation of project
activities, will be taken up later on

h"

35 Changes project context h

Since the BEES project was designed 1n 1993, a number of dramatic changes have taken place
with regard to the context in which the project operates

A first change concerns the area of MSE-policies and support structures Following elections 1n
April 1994 and the entry of the Government of National Unity, the Government of South Africa
(GoSA) has taken a much more active mnterest in the development of the MSE-sector It prepared
and had discussed a "White Paper on a National Strategy for the Development and Promotion
of Small, Micro and Medmum Enterprises (SMME) in South Africa and 1s now 1in the process
of putting 1n place structures to implement this strategy (see Chapter 6 for a discussion of
government policies) All this meant that for BEES there was an unexpected need and
opportunity to extend 1ts capacity building activities to include the government sector, this was
in fact, at particular moments actively encouraged by the donor In the end, project indeed
delivered a number of services in relation to the formulation of MSE-policies policy research
carried out at WITS, contributions to the DTI-workshops on the *White Paper’ and the
formulation of submissions by MSE-orgamzations, and, finally, the secondment of one of the
BEES’ directors to NEPA
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A second dlversmn to the straightforward implementation of the project document, was
constituted by changes 1n the staff and the policies of the BEES’ donor, USAID With the exit
of the persons invblved 1n the design of the BEES project and the change to new policy
objectives by the new staff, the relations between the project staff and the donor changed
significantly It became clear from (public) statements from the officials from the USAID Private
Sector Division that the project would probably not be extended into the expected
implementation phase In fact, at one poimnt the BEES project team was made to understand that
the project would have to "unbundle’ and hive off us activities to other orgamizations as it would
be closed, at other tumes the 1dea emerged that BEES would be re-located in NAFCOC or
merged with NEPA In addition to causing severe job msecurity on the part of the project staff,
these noises from the donor tended to distract from regular project implementation

The latest example of 'nterference from donor politics in the implementation of the BEES project
1s formed by the re. .2st for BEES to temporanly admister a US$ 2 5 million NGO Grant
Facility on behalf of the GoSA Even though 1t can be appreciated that practical solutions need
to be found when the appropriate funding channels are not yet 1n place, and it even can be taken
as an indication of the trust that the donor has i the administranive capacity of the BEES
project, 1t still has to be observed that this additional function may disturb normal BEES
operations For example, the Evaluation Team was already informed that this grant facility, even
though BEES will not be mvolved 1n any way 1n approving the grants, will probably make 1t
easter for BEES to suggest to 1ts potential client orgamzations to engage 1n Strategic Planning
sessions, as they will -incorrectly thus- assume that this will mncrease their chances to benefit
from the grant facility
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4 BEES’ SERVICE DELIVERY

Sy

In the 16 months during which BEES has been active ’on the ground’, the project has succeeded
1 1nating a large nmumber of activities that directly or indirectly are to support local
organizations engaged 1n the promotion of the MSE-sector In the light of the terms of reference
given, the Evaluation Team set out to make an assessment of these activities by looking at the
following aspects

- the original design of the activities

- the changes 1n the context and the adjustments needed and/ or made 1n the activities

- the quality of the service delivery

The activities undertaken by BEES are of a diverse nature, covermg various areas of technical
assistance, and imvolving different types and quantities of resources To fully understand the
essence of the support that the project 1s offering, the Evaluation Team decided to cluster BEES’
activities to build and strengthen the capacity of local MSE-development orgamizations in South
Africa 1n 5 areas 9/

1) provision of techmical assistance to local MSE organizations

11) exposure of practioners to international models and experiences

111) dissemination of mformation

1v) mtroduction of entrepreneurship education

v) MSE-policy research and sensitization

These clusters will be first described, followed by an assessment of each of these areas and,

finally, by a discussion of BEES’ service delivery as a whole \
N

41 Techmnical assistance for capacity building

Services provided

As one would expect on the basis of the project document the strengthemng of the capacity of
local MSE-development orgamuzations (1¢ those directly mvolved 1n the provision of services
to the MSE-sector, thus excluding research and education mstitutions removed from the
"informal sector’) has been BEES’ core busmess BEES adopted a two-pronged approach and
focused activities 1n this area on 1) mmproving the internal operations of MSE-development
organizations, and 11) enhancing the effectiveness of their programme outreach

From the interviews with clients, consultants and observers, it became apparent that BEES has
adopted a very flexible approach, to a large extent driven by the needs as they were
communicated by the MSE-organizations to the project staff The actual techmical assistance

&/ Cf the five elements which are distinguished 1n the BEES work Plan and Progress Reports here the elements
1 and 2 are considered together while with the title also the nature of the clusters have been changed
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activities which were undertaken therefore took various shapes and colours, 1jnc1uding
encouragement and mentoring, techmcal advice, staff traiming and*financial assistance
1

Many practioners mdicated their appreciation for the encouragement and mentoring they received
from the BEES project staff This would come, for instance, i bilateral meetings with the
project directors, discussion ways to improve the efficiency and effectiveness of the organization,
or through attendance by BEES’ project staff at larger seminars and workshops Especially noted
was the abihty of BEES’ to bring together people and orgamizations, umprove their
communication, and 1mtiate forms of coordination and collaboration between them

The forms 1n which BEES gave fechnical advice sumilarly cover a whole range of poss oilities

At one extreme 1t could be "mformal’, such as m the form of observations made during
encounters with the project staff, at the other, BEES would make available expert consultants
to undertake a specific advisory tasks In such cases, the client organization and BEES would
draw up together terms of reference and select a suitable consultant from among the candidates
available The direct momnitoring of the work of the consultant would be done by the receiving
organization

On various occasions, BEES sponsored the staff of MSE-orgamzations to attend semunars or
follow fraiming courses It also organized special traming events itself The "Human Resource
Management’ traiming given 1 Western Cape, for instance, was well received

A final element, which actually already runs across the types of support listen above, concerns
financial assistance The BEES project has contributed funding for operational exgenditures,
including the hiring of staff, and particularly meetings, workshops and seminars to bring together
MSE-practioners, on occasion it even has -at least temporarily- financed the operational costs
of local MSE-organizations

Client organizations

The BEES project staff played a pivotal role i the overall design of the assistance The project
directors would select the organizations to receive technical assistance, showing great flexibility
n offering support to address needs of organizations that emerged 1n meetings or workshops,
and also by consenting to requests recerved Most of the actual techmcal assistance that required
substantive involvement was contracted out to (local) orgamzations or consultants

BEES has provided capacity building services n this way to a large number of orgamzations
From the project reports 1t can be seen, albeit with some difficulty, that the chents recetving the
main thrust of the msutution building services of the project cover a wide array of different
service providers, covering different areas and include both primary and secondary MSE-support
organizations

With regard to services provided, BEES 1s ivolved in the capacity building of MSE-

organisations renderz assistance 1n the areas of credit, techmical and management traimng,
business counselling and others Most of them are NGOs, although recently BEES has mmitiated
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BOX 1 - Stutterh‘*?zm Development Foundation (SDF)

The Stutterheim Development Foundatlon 1s an interesting case of an organization working
for the development of rural MSEs SDF started i the early 1990s on various activities to
mitiate a process of working together for socio-economic development 1n Stutterheim
(Eastern Cape), which 1s an urban area of some 30,000 people divided over 6 racially and
spatially separated communities It has now succeeded in turning around the negative
thinking 1n the area and 1nitiating a process in which the crucial 1ssues of unemployment,
living conditions and crime are being addressed As part of this approach towards
reconciliation SDF established a Business Advice Center (BAC) to promote and provide
support for micro- and small entrepreneurs 1n the area The BAC 1s aiming to promote
small firms using local materials, such as timber, wool, hides and mulk To this end, it
provides techmical and business management traming, although the number of people who
have been tramned 1s still small, and also engages in counselling and assistance 1n business
plan preparation It tries to link local entrepreneurs up with financial institutions

BEES views the Stutterheim Foundation with 1ts BAC as a potential model to be replicated
for the support to rural MSEs in South Africa It has therefore engaged 1n two kinds of
activities with SDF (1) documentation of the ’Stutterheim Experience’ (see Dewar 1994),
and (u) technical assistance to further strengthen the capacity of especially the Business
Advice Center (see eg Morrison and Mony 1995) Thus support 1s inter alia provided
through the services a short-term consultant on mstitutional development from Tanzama
and 4-month assignment carried out by the manager of a Business Advice Centre 1n Kenya
Interestingly he was made available at the specific request of Stutterheim, after the SDF
participant on the exposure visit to Kenya had met um there BEES has also agreed to
temporarily fill the financial gap left by IDT and 1s presently funding 75% of BAC’s
monthly operational budget

It 1s obviously not easy to improve the effectiveness of an orgamzation while at the same
time using 1t as a model for replication The SDF has an interesting, holistic vision of
development and has come a long way in having the community join hands for
employment creation and social progress At the same the BAC 1s showing some of the
particular difficulties i supporting more rural MSEs They are especially constrained by a
lack demand for the goods and services produced, as there 1s-wide spread poverty and no
’external’ source of demand, such as large industries, tourism, etc Another major problem
that 1s being encountered 1s the lack of creauvity and self-confidence when 1t comes to
business, that often results 1n a lack of interest in the self-employment option {(eg the BAC
has seen 1tself forced to open a production unit to absorb the carpenters whom 1t had
trained as they did not succeed 1n setting up a business for themselves) The people from
the townships are only engaged 1n very few 'informal’ activities, mostly hawking There 1s
no small manufacturing tradition (as before Blacks could not engage in manufacturing
outside the homelands), there 1s an enormous lack of technical and entrepreneurial skills,
and the potential customers have only himited buymg power Moreover, the MSEs in the
rural areas receive little attention from the government or the donors there are no support
systems in place to assist emerging small businesses
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collaboration witl the (semi-)government orgarusation Business Development Services (BuDS),
which 1s formally a unit ot NEPA under DTI and responsible for setting up a national network
of Local Business Service Centres (LBSC)

As for the areas covered, most of the BEES’ client orgamizations are serving MSEs in urban
areas Realizing the importance of rural MSEs, which arguably face a different set of
development constraints implying that the orgamzations serving them would also have to differ
from their urban counterpart, BEES has also been searching for model(s) of relevant rural MSE-
support orgamizations In this respect it has been working with the Stutterheim Foundation (see
box-1), which 1s .1e of the few orgamzations in the country that provide support services for
more rural MSE«

BOX 2 - Allance of Micro-Enterpnse Practioners (AMEP)

The Alliance of Micro-Enterprise Practioners presents an interesting case of an upcoming
apex orgamsation of MSE-support organizations, in this case mostly credit providers

AMERP started as an informal last-Friday-of-the-month-get-together of MSE-practioners at
the premuses of CDB-WITS At the time when BEES became involved, discussions had
started on the (dis-)advantages of formalizing the activities of the Alliance In this
situation, BEES provided assistance mn the form of funding for particular activities
(including for secretar.al services to prepare minutes of meetings) and offered persons
related to AMEP "= opportunity to attend a semnar on micro-credit in Harare and to
participate in the BEES’ exposure visits to the USA and Kenya It 1s now considering
contributing to the funding of the first, full-time executive director for the Alliance (and N
has become mvolved 1n the selection process 1itself) In the perception of one AMEP-
member, the assistance provided was "financial and promotional, not technical” One of
the BEES’ co-directors 1s a member of the AMEP board of directors

It 15 st1ll too ear rully assess the impact of these endeavours Already 1t 1s becoming
clear that 1t 1s slow-going, as the MSE-orgamzations are still hesitant to come forward ard
share their experiences, others see ’personal agendas’ playing too prominent a role Some
people mvolved with the Alliance feel that 1t 1s st1ll too much of a discussion forum, whie
1t does not provid. 2s vet any tangible services one even commented that the Alliance 1s
"going nowhere"” - as  result the members do not really 1dentify with the organization
Opinions also differ on the role that BEES 1s plaving while most of those concerned give
the project credit for bringing (and keeping) people together in an effort to improve the
services they provide to the MSE-sector, others feel that the role of BEES 1s too dominant
and parenting

One of the most important lessons learned is that the process 1s almost agomzingly slow, as
the members, while agreeing to the general notion that collaboration 1s necessary, are stll
rather hesutant to show their weaknesses and to share information
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Most of the MSE-orgamzations that receive technical assistance for capacity building from BEES
are to primary orgamizations, 1€ they are engaged 1n the direct provision of services to micro-
and small enterprises Interestingly, BEES has also mvolved itself in the creation of second-tier
organizations, 1 groupings of primary MSE-orgamzations that are formed for advocacy reasons
or as a way to orgamize common services It would appear that BEES has been a rallying point
for such groupings, which in rudimentary form existed, 1t played a crucial role in driving the
formalization process of at least two of such 'umbrella’ orgamzations the Alliance of Micro-
Enterprise Practioners (AMEP) 1 Gauteng (see box-2) and of the grouping of Micro-Enterprise
NGOs (MENGGOS) Cape Town

The process through which the techmcal provision for capacity building activities of BEES has

gone during the past 8 months, which according to one of those involved has been mainly "a

period of learning" An, a-typical, example of this process can be summarized as follows

- aconsultant was hired to carry out a quick-and-dirty needs assessment (through one-morning
interviews) of 14 MSE-organisations which were suggested by IDT and DBSA, 1t was found
that these organizations were 1n need of assistance mn fundraising, staff trammg 1 various
areas and with specific technical problems (eg some of the orgamizations that wanted to link
MSEs with larger enterprises were unfamihiar with tender procedures)

- subsequently assistance programmes were prepared for the skills upgrading of the staff of
these organizations, however, this was not found to be very successful, as (1) relevant staff
of these organizations, 1e directors and managers, 1s not always keen to participate in such
traming as they are usually responsible for fundraising activities and are already involved
in many organizational development activities (1t 1s estimated that they on average spend
more than one-third of their time on human resource development '), and (u1) the traming
programmes that were proposed, such as existing programmes at CBD-WITS turned out td
be less appropriate as their level tends to be unnecessarily high and they are not always
immediately relevant for the orgamzational problems that the MSE-orgamzations face

- at the same time 1t became apparent that most of the MSE-organizations were not always
clear on their own mandate, often drifting time and gain nto new areas, losing operational
focus and ending up without distinct indicators to measure their own success, a new strategy
was therefore adopted in which the clients were to participate i strategic planning
workshops so as to have a unambiguous framework agamst which better msights on the need
for assistance could be gained, after which orgamisational development experts would be
send to the mdividual organisations to elaborate tailor-made staff traimming and assistance
programmes

- agamn 1t was found that interest was low (only 4 out of the 14 orgamzations indicated
willingness to participate), and 1t would appear that the present funding crisis m which most
NGOs have fallen mean that such workshops are only accepted when they are perceived to
lead to financial assistance, realizing the mmperative need for MSE-support organizations to
find new sources of funding, BEES has now indeed mitiated tramng programmes for
proposal writing and fund raising (the first programme has been recently conducted)
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Assessment I
BEES 1s to be given high marks for the mmitiatives 1t has takeR to strengthen the capacity of local
MSE-organzations The project has certainly filled a gap which otherwise would have remained
open, as there 1s no other orgamization active 1n South Affica i the area of capacity-building for
the MSE-sector Institutional strengthemng of MSE-support orgamzations 1s indeed an important
area There are probably more than a hundred of them in the country’/, and more céme up all
the ime Many of them are weak understaffed and using rather rudimentary management and
financial/administrative systems They tend to rely on the fund-raising and technical capacities
of one or a few leaders The outreach ot such orgamzations is not very effective, inter alia
because they have not been exposed to the experiences of sumilar orgamizations elsewhere In
fact, many of their management staff readily admut that there generally 1s a problem with sharing
information and learning from each other at local level, sometimes they do not even know other
South African MSE-orgamsations providing sumilar services

Thus 1s also an important moment to provide assistance to MSE-support organizations After the
relatively abundant funding, even without strict ties attached, many of them are now 1n a dire
financial situation, since the donors, who before the transition used them as the mam funding
channel, have shifted their funding activities towards the government sector

BEES has succeeded 1n inter-acting with a large number of these MSE-orgamizations, mostly in
the non-government sector It has identified a number of common weaknesses and has started
to develop approaches to remedy these The project has provided relevant and at times tailor-
made assistance 1n the form of consultancy services, staff tramming programmes, and finance

Already BEES has been instrumental 1n exposing many MSE-support organizations to new ways
of doing things’, and 1t has been pivotal i fostering the formalization process of some sec0{1d-
tier MSE-organizations *

Some comments

- one of the lessons learned appears to be that care needs to be taken to base the selection of
the MSE-organizations on objective criteria which show them to already have some minimal
mnstitutional capacity and secure funding

- 1n addition to the one-on-one approach suggested 1n the original project design, the BEES
project decided to also follow a sector-wide approach, as a result the project has not entirely
escaped the risk already noted mn the Two Year Workplan, 1e that the project at times 1s
spreading 1tself too thin and having a negligible impact on the individual organizations

- there 1s an obvious trade-off between ensuring maxmmum ‘ownership’ of the project
activities with the 'ocal orgamzations by having them 1n the drniver-seat and securing rapid
results through more direct steering by the project staff, 1t would seem that the increasing
pressure felt by the project staff to deliver concrete project results before the end of the pilot

7/ Cotter and Apfane (1995) estimate that there are 30 100 MSE support organizations 1n South Africa but the
MENNGOS alhiance indicates that 1t has already registered some 30 of such organizations interested to become
a member 1n the Western Cape alone
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phase had at times affected the imvolvement of local orgamizations in the design and
implementation of project activities
1

4 2 Exposure visits and networking .

]
Description of activities
A second area m which BEES has been very active 1s networking among MSE-orgamizations at
national and international level The former would take the form of specially orgamzed
workshops, where local MSE-practioners would be invited to discuss relevant topics and meet
colleagues, the latter 1s mamly done though the orgamization of special study tours or ’exposure
visits’ for the staff of MSE-orgamzations, policy makers and researchers

Exposure visits

BEES has organuzed the following "exposure visits" to other countries®/

Kenya-I South Africa to Kenya (12-18 February 1995)

USA-Ia and Ib Gauteng to Chicago and KZN to New England (13-27 May 1995)
USA-II Eastern and Western Cape to Southern USA (26 May - 10 June)

Kenya-II Entrepreneurship Education visit (24 Sept -1 October 1995)

There was a third trip to the USA, which was a visit by a delegation of the Department of Trade
and Industry to White House Conference on Small Business (11-16 June 1995), a special
research study tour was organized to Tanzama, while there were specialized visits, for instance
to attend a Conference or to pass by the ILO in Geneva The BEES staffmember in charge of
the Resource Centre made a study visit to Canada

The mamn objective of the visits was ’to expose’ the participants to relevant orgamzatlbns
engaged 1n the promotion of micro- and/or small enterprise development, and their experiences
There was attention for the delivery of various support services for MSEs, research and policy
formulation The orgamzations visited included NGOs, umiversities and government officials

The trips to the USA were coordmated by PACT (Washington), while the visits to Kenya were
orgamzed by K-REP together with the Mimstry of Research, Techmical Traiming and Technology
in Nawrob1 In Kenya, the -relatively large- group of participants, was first brought together n
a local hotel for a 2-day briefing session on MSE-policies and different services delivered to the
MSE-sector before they split up 1n sub-groups which followed specialized programmes

The participants for the tours were selected by the project team One of the obligations was that
upon return they were asked to prepare a report for BEES and to infuse the knowledge gained
1n their orgamsation

8/ The project overview on exposure visits which 1s reproduced as ANNEX indicates 10 such visits but this does
not taking nto consideranon the overlapping dates of some ot them and the one person visits
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Networking

The BEES project, seen as a 'neutral’ party, 18 1n a particularly good position to bring people
and orgamnisations together It has indeed embarked on an active networking strategy, for the
project as well as for the MSE-sector 1n general One of the focal points in this respect has been
the grouping of service providers in second-tier orgamuzations such as AMEP and MENGGOS,
the project directors, for instance, even personally participated 1n a membership drive for these
orgamizations Another example of conscious networking 1s the research partnership between the
Small Business Centres of 3 Universities and the collaboration between Technikons and other
education nstitutions 1n the area of Entrepreneurship Development

Networking 1s also an important secondary objective of other BEES activities, such as for
instance, training workshops Even the exposure visits often had as an important addit.onal effect
that South African MSE-practioners from different organizations and regions, got to know each
other and started to exchange knowledge and experiences

Assessment

The study visits are (almost) unanumously hailed as very imteresting opportunuties to see first
hand how the support for MSEs 1s organized in other countries They are hailed as the first
opportunities for many MSE-practioners to travel ("the first time that I flew a jumbo plane and
crossed time zones") and see for themselves how MSE-promotion is done 1n other settings The
participants generally feel that the visits have been very useful 1n their work, they indicate that
have not only benefitted personally, but that they have also shared the experience with others

The exposure visits essentially serve three purposes (1) they give the participants first-hand
knowledge on the actual experiences i1n MSE-development in other countries, (1) they serve as
the starting pomnt for international networking with relevant organizations, and (1) they give the
participants a chance to collect relevant documents, traming materials, etc The participants were
especially enthused by the trip to Kenya, which provided them with information on the policies
which have been formulated to promote the "jua kal’ (informal) sector, and made them famihar
with the workings of local MSE-organizations (eg K-REP)

Indicators of success of the BEES’ exposure visits are formed by the contacts which have been
made and are maintamed (eg requesting techmical advice), documents which are being
exchanged and follow-up visits A very nteresting example 1s formed by the follow-up exposure

isit that the IDT-Alternative Finance participant of the BEES wvisit to Kenya, 1s currently
organizing for branch managers, again to Kenva

It has thus become quite clear then that ‘exposure visits’ 1s mndeed one of the areas m which
BEES holds an unquestioned comparative advantage Even so a number of participants informed
the Evaluation Team that the technical and especially the administrative preparation for the trips
was rather poor some left without knowing what orgamzations they would visit and name
various logistical problems (eg visa, departure dates) Fortunately, once 1n the country of
destination, the problems would disappear, as the organization at the receiving end would seem
better, especially m Kenya
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While some participants 1ndicated that the visits to the USA were indeed interesting and yielded
some good contacts, the trips to Keflya seem to have generated more enthusiasm as this country
provided a more recognizable context and information bnd contacts of more 1mmediate
relevancy Indeed some elements of the programmes of the exposure visits to the USA were
markedly less appreciated, such as the visits to universities which were not in any way mnvolved
in MSE-activities (but rather interested mn their MBA-progra’mmes)

An mmportant matter concerns the selection of the participants, which 1n all situations and even
much more 1n the South African context 1s difficult to do to the complete satisfaction of
everybody Although BEES generally succeeded in selecting very suitable candidates, some
observers questioned the lack of transparency in the selection process they wonder why some
of the people with who they collaborate frequently have been invited while others are not even
informed about the trips The participants would appear indeed to have been hand-picked on a
personal basis, sometimes at very short notice It was suggested that the opportumity of the
exposure visits be announced together with the criteria for participation

It would seem that still more could be done to maximize the mmpact of the exposure visits, for
mstance by lmking 1t to activities in the other areas of BEES’ assistance For nstance, the visits
could form part of a specific programme for capacity building of some MSE-orgamzatons, such
as a study tour of credit organizations 1n Kenya for loan officers of South African credit NGOs
Also, more attention needs to be paid to the follow-up of the visits Clearly more can be done
to spread the knowledge and information gathered by the study tour participants Written reports
may not be the most suitable way for further dissemmation (and especially civil servants appear
to be slow 1n preparing them) Small seminars or public de-briefings, could be more effective
Some of the ’lessons learned’ would be N
- the trips should be carefully planned and orgamized to visit relevant countries and
organizations, 1n general terms thus would mean visits to countries which have a comparable
context for MSE-development

- although larger and mixed groups make for more "internal learning’, 1t would appear that
the mmpact of the visits 1s greater when they are orgamized for relatively small and
homogeneous groups and focus on a particular technical topic, 1t was found very effective
to start the visit with a one- or two-day introductionary programme highlighting some of the
main features of MSE-promotion policies and programmes 1n that particular country (cf ihe
Kenya visit)

- the visits have aroused considerable interest with MSE-organizations as a way to expose
their staff to MSE-experiences m other countries and 1t would appear possible to cash 1n on
this interest by suggesting for future trips forms of cost-sharing, 1n partcular to the stronger
MSE-organizations

- there are also some useful organizations and experiences in South Africa 1itself which would
make for interesting exposure visits
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Project design 1

The project design document alludes to the establishment of Small and Micro-enterprise
Resource Centre to cater to the needs of Black-owned enterprises and South African small and
MICIo--enterprise support orgamisations and institutions However, the project workplan did not
mention this activity This, according to the project directors, was an oversight on their side,
and on realising their mustake they prepared for the establishment of the micro-enterprise
Resource Centre

It was envisaged that this Centre would contamn up-to-date MSE-information, and constitute a
library of techmical material, case studies and other documentation designed specifically for
MSE-sector This information would be mainly sourced from organisations in the USA  On the
basis of this 1otion 1n the project document, BEES employed a librarian to set up the Resource
Centre at BEES’ offices It was argued that BEES was best positioned to house the centre as
the project’s core business would be to strengthen the capacity of local organisations supporting
MSE-development 1n South Africa MSE-practitioners could then be referred to the Centre for
further information about programmes mounted 1n other countries that provide lessons for South
African orgamizations

However, the Resource Centre did not take off as expected Although the skills of a libranan
suited for cataloguing the documents, they did not ensure the relevance of the material to be
collected Since 1t was to be a resource centre serving practitioners, specialised information had
to be collected, which meant that the Centre’s mformation manager should be not only familiar
with 1information collection and dissermination, but also with the operation of the MSE-sector

A more knowledgeable resource mformation manager was finally brought on board 1n Octobex
1994, nine months after the inception of the project

As there .. . no similar MSE-Resource Centres in the country, BEES arranged for contact with
resource centres elsewhere A contact was mitiated with Calmeadow i Toronto, Canada, which
eventually led to a visit to Canada to learn from their experiences Calmeadow possibly was not
the 1dea‘ choice, especially since 1t 1s more of library than an informaton centre and 1t focused
on orgamnisations providing credit to the micro-entrepreneurs It nonetheless served as a starting
pomnt for a BEES MSE-Resource Centre Unlike Calmeadow, BEES does not specialise 1n
collecting mnformation around one activity, but serves all practitioners, urespective of their
specialisation

Descri« .~ of activities

The Resource Centre collects a mix of information for the micro-enterprise sector For instance,
PACT-USA flyers are used for collection of material for the Centre Through PACT, World
Bank, GEMINI, SEEP, AED Exchange and ACCION International, information flyers are made
available to the BEES Resource Centre to order documents that are of interest to the sector So
far the Centre has had the tendency to collect rather general documents and other information
about MSE-sector (eg sector studies), even though the material collected should be more geared
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towards fulfilling the needs of the practitioners in the sector The result 1s a wide range of
materials which 1s not specifically geared towards MSE-support orgamzations but mamnly for
researchers and, in some cases, for individual micro- and small entrepreneurs

The collection includes 15 journals on subscription, 300 books, 50 micro-enterprise organisations
publications, 10 audio-visual of micro-enterprise programs particularly credit programs and 10
bibliographies The material mncludes programmes on women and micro-enterprise, studies
undertaken 1 South Africa about the needs of the sector, and magazines providing current
information about the state of the economy and the local and international political situation
This mformation 1s kept 1n a catalogue that 1s regularly updated

Users of the Resource Centre

To the surprise of BEES, the Centre 1s being used by researchers more than practitioners The
researchers are academics, students and consultants studying 1ssues pertainng to the needs either
of individual entrepreneurs or organisations providing services to the sector Other users of the
centre are mdividual entrepreneurs many of whom seem to misunderstand the nature of BEES s
Resource Centre and even BEES’ activities m general Perceiving BEES as a funding
organisation, entrepreneurs come seeking money to start or to expand their businesses BEES’
mformation manager has to listen to these entrepreneurs’ constraints and refer them to relevant
organisations

On average, the centre receives 5 to 10 visitors weekly, 108 telephone mnquiries per week and
15 correspondence requests per month Given the large and varied needs of the sector, and the
number of MSE-orgamsations operating, these figures reveal a marketing problem  The
resource centre 1s not well marketed and many MSE-practioners are not really aware of what
1t can offer N

Assessment

BEES 1s to be commended for this imtiative of establishing the resource centre They have
indeed filled a glaring gap within the micro-enterprise sector needs 1n South Africa Since BEES
1s providing assistance to orgamisations to build theiwr nstitutional capacity, there 1s a need for
them to learn from others who have walked the same path As more and more MSE-support
organisations are being set up, manv of them weak, this type of information would indeed help
them understand their needs and how to offer services in the most effective and efficient way

A library seems not to be the most effective way of providing such information A more user
friendly, less formal place would be more appropriate, and a library 1s by 1itself not enough
especially for people who are not accustomed to using such a facility Therefore other means
of housing such material should be explored

The type material collected by the centre that 1s most relevant and user friendly to South African
practitioners are the GEMINI publications, and particularly the audio-visuals They use simple
language to describe experiences that the practitioners can identify with Books and journals on
the other hand, are perceived to be for academics rather than practitioners
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The project design emphasised that the material for the Centre should be mamly collected from
development orgamsations in the USA that have experiences in linking small and “micro-
enterprise development The Evaluation Team wonders whether there has not been an
overreliance on US-based mnformation  There are numerous agencies, organisations and
programmes 1 other parts of Africa and else'vhere, that have gone through similar experiences,
and 1t would therefore make sense to use multiple sources of information, such as ODA, ILO,
UNIDO, ITDG, Technoserve, GTZ, IRRI, etc Networking with other MSE-Resource Centres,
especially those located mn Africa (eg K-REP) */ and other developing countries (eg TechnoNet
Asia) would be another way to mquire about relevant documents

The BEES Resource Centre would possibly also be more fully used if the local MSE-
practitioners would have a clearer 'stake’ 1n it They could be given a say in which documents
are to be collected, so far, the BEES’ project staff and especially the information manager, are
solely responsible for the procurement of the matenials Even charging ’comercial rates’ for the
provision of -relevant- materials may make them more aware of the value of the RC

It would arpear that documents collected during official missions and exposure visits, are not
seen as part of the information 1n the Resource Centre Still, one could arg:z that such visits are
meant to expose practitioners to other programmes, and that these experiences would form a
welcome supplement to other documents 1n the Centre

In the opmion of the Evaluation Team, the BEES’ Resource Centre has certainly potential, but
optimal use of 1t would require some careful planning, its present state 1s somewhere 1n-between
a munor project library and a ful-fledged MSE Information Centre It certainly does fill a
important gap for information on MSE-development, but more 1deas need to be explored to see
how 1t can best turned into a well-functioning Centre For nstance, the BEES Resource Cenre
could be linked with the grid of Local Business Service Centres which 1s being set up by BuDS,
the Centre could then be linked by e-mail to the LBSCs and function as a central documentatton
facility Also, the Centre could be used more actively for processing the research and other
reports prepared on behalf of the project by consultants, so that they become more easily
accessible to interested parties (or even send to the mam contacts of BEES) It could even
organize workshops and seminars to actively disseminate the new approaches which BEES has
pilot-tested and found relevant for the South African context

4 4 Building research capacity

Background

Although not mentioned i BEES’ original programme design, the need for improving MSE
research capacity was almost immediately recognised and incorporated 1nto the project activities

Despite the existence of a fairr amount of research on South African MSEs, BEES was correct

o In fact 1t would seem that the trip to Calmeadow (Canada) could have been complemented with a visit to KREP
in Kenya which tor the past 2-3 years has also been in the process of setting up an MSE Resource Centre
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in pownting both to gaps in research content and to, the "imited capacity, especially among
Blacks to undertake MSE sector*¥esearch" (Imitial Two-Year Workplan, p 4)
1

BEES took a two-pronged approach to the research problem For certain immediate data needs,
BEES commussioned studies For 1ts longer-term capacity building effort, BEES attempted to
form a research consortium or network of young, mostly Black researchers based 1n university
small business istitutes Our assessment of the organisation’s efforts to improve research 1s best
understood 1n the context of the existing research base

Existing MSE-Research

A fair body of academic research on micro and small enterprises exists i South Africa One of
the academic researchers mterviewed indicated that he has assembled a bibliography of over 200
items A study commussioned by the European Union (Hirschowitz and Orkin 1994) drew on
much of this Iiterature and supplemented 1t with additional field research designed to reveal gaps
between the requirements of micro-entrepreneurs and the services and policies that presently
support microenterprise development The research picture may, therefore, not be as bleak as
BEES has painted 1t

Despite the existence of many studies, BEES was and 1s correct to recogmse the need for MSE
research The research base has sigmificant gaps, and 1t appears that few Black scholars are
undertaking MSE research A comparison of BEES objectives with research needs outlined by
one of South Africa’s most experienced MSE scholars yields a lengthy list of topics needing
1nvestigation
*  broad quantitative surveys yielding nationwide and regionally comparable data
*  subsector analyses
*  studies aimed at 1dentifying core constraints that could be addressed by government or Nb@
mnterventions
* internationally comparative research that would enable BEES to assess the relevance of
experience elsewhere
research on rural and small-town MSEs
gender analysis of MSEs and NGO support programmes
research on formal and informal networks and linkages,including associations, spatial
agglomerations, and ethnic networks
A cursory examination of the existing bibliographies suggests that much of the research has been
conducted by a relatively small group of scholars Christian Rogerson, K S O Beavon, J
Nattrass A Mclntosh and V. Watson have each written or co-authored at least five papers or
articles on small enterprise development 1n the 1980s and 1990s Rogerson 1s by far the most
prolific, with over 40 works on South African SMMEs written over a 15-year period Most
others appear 1n the bibliographies once or twice only Very few of these have recogmisably
Black names

When a similar examination of the bibliographies 1s undertaken from an institutional, rather than
an individual perspective, a stmilarly small list of institutions responsible for SMME research
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emerges The largest number of theses,” dissertations, and post doctoral research studies have
come from theBepartment of Geography at the Uruversity of Witswatersrand Other mstitutional
sources mnclude Rhodes Umversity Insutiite of Social and Economic Research, the Development
Studies Unut of the University of Natal, and the Urban Problems Research Unut of the University
of Cape Town Unuversity small busmess institutes have not been active 1n MSE-research
f
BEES research activities
The BEES project undertook a number of research activities 1n the past period Gleaning from
their six-monthly reports, the research work carned out includes the following
*  Commuissioned an analysis and documentation of the Stutterheim Foundation experience,
*  Arranged for the preparation of four papers describing relevant US small busiess
eXperlences,
Commussioned a study of SMME sector graduation and vertical linkages,
Commussioned a study of highly cost-effective South African organisations serving the
SMME sector (the so-called "best practices” study),
*  Entered mto an agreement with the ILO and the University of Natal Economic Research
Umnut to participate m the ILO’s Global Urban Informal Sector project,
*  Opened discussions with EDA about using the sub-sector analysis methodology for
microenterprise studies
*  Some background research was apparently also done as part of the effort to support the
preparation of the "White Paper” of SMME policy

Some of these commussioned studies, notably the report on the Stutterhein experience and the
linkages study, produced material that should prove useful to BEES and/or client NGOs
Unfortunately at least one potentially useful research effort -- the "best practices" study -- was
poorly done and 1s of Iittle value We recommend that consultants and researchers be carefu\fly
selected on the basis of a well-designed scope of work and that thewr activities be momtored by
a senuor technical officer within BEES

Perhaps more important than particular studies or methodologies has bee~ BEES’ attempt to
build capacity for future MSE research The process used to decide how to «o this 1s not clear,
but the end resuit was a lmkage of individual researchers in unmiversity-based small business
centres 1n three different parts of South Africa In each of the three centres -- The Economic
Research Umnit of the Umversity of Natal, The Center for Developing Business at the University
of Witswatersrand and The Centre for Entrepreneurship at the University of Stellenbosch -- a
young researcher was 1dentifled who, 1t was hoped, would spearhead the research effort

Assessment of the research activity

BEES 1s to be commended for recognising the importance of a sohd empirical base for NGO
interventions and for taking steps to build research capacity Their two-pronged approach to the
research effort also seems reasonable and appropriate To a large extent, immediate data needs
can be taken care of by commussioming particular studies This method often results 1n studies
of uneven quality -- as the experience with the "Best Practices Study"” shows -- but 1t 1s often
the only way to get data on a timely basis
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Researchers from the three nstitutions have had one or two meetings, but according to one of
them, "essentially the research consortium hasn’t happened " Furthermore 1t 1s not fully certam
if the consortium will to continue, -t least in the form originally envisaged Two of the three
researchers are preparing to leave theiwr institutions Neither of them believes that his Centre has
or 1s likely to hire anyone else interested 1n taking up MSE research This means that only one-
third of the consortium 1s proceeding as expected

The 1nstability of the research consortium offers BEES an opportunity to re-examuine 1ts research
capacity-building objective BEES could continue with a university-based network approach or
explore other structures Alternatively, it could simply drop the research activity altogether

The evaluation team recommends that the last course of action be followed Although the need
for more SMME research certamly exists, we believe that BEES 1s not equipped to support
research activities Furthermore the strength of the calls for BEES to focus 1ts activities makes
SOme PrioritiSing Necessary

4 5 Qverall assessment of BEES’ services for capacity building

When taken together, the following observations can be made regarding the services provided
so far by the BEES project to bwild and strengthen the capacity of local MSE-support
organizations 1n South Africa

Commutment

The BEES’ staff 1s to be complemented on the strenuous efforts 1t has made to get BEES
mvolved 1n MSE-development 1n South Africa Especially the two project directors have'
through frequent travelling, numerous meetings (even at odd hours) and a very dynamic and
creative approach, succeeded in makig 'BEES’ a household word in the MSE-promotion
busmess 1n the country Everybody knows them or has at least heard of the project, and the
project’s activities are widely appreciated

Addressing a need

It 1s clearly still too early to express a well-founded opimon about impact of the service
delivered by the BEES project the project has been in operation for only 16 months, exactly at
a ume when mmportant changes occurred 1n many of the patameters in MSE-development in
South Africa In fact, the project 1s to be commended for its flexibility 1n making use of the
opportunities that emerged, and steering some kind of recognizable course, withstanding to some
degree the repeated pressures on the part of the environment in general and the donor n
particular, for sweeping changes in project mandate and strategy

Still, it has become quite clear that BEES is addressing an important for assistance Even in this
short time of operation, the project has made critical contributions to capacity building of MSE-
support organizations in South Africa Its role has been particularly crucial since at this time no
other national or 1nternational organization or programme was providing similar services BEES
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5 INSTITUTIONAL DEVELOPMENT OF BEES PROJECT

BEES original Program Design (O’Regan et al 1993) provided for a more or less permanent
orgarusational structure The collaborative agreement signed with USAID, however, provided
only for a "five-person Project Management Team " BEES’ project status and its stormy
relations with USAID have been major factors 1n 1its mstitutional development

5 1 Organisational Structure and Staffing

Key Functional Needs

The origmnal project document (June 1993, p 15) states that BEES must be able to analyse,
mterpret and respond to the needs and 1ssues facing South African organusations providing both
financial and non-financial assistance to the sector The document further specifies that BEES
must be structured to facilitate transparency as well as the maintenance of close contacts with
local and foreign microenterprise experts

The same document specified the two main elements of the orgamsational structure Professional
and support staff, and

an mterim Advisory Commuttee, later to give way to a Policy Board The final document was
much less complete 1 1ts description of the organisational structure A notable lack m this
regard 1s the omussion of any mention of a board

Staff Structure

The day-to-day operations of BEES are managed and executed by a staff imtially composed\bﬁ
five persons, later expanded to seven The BEES Team Plot contained in the report of the May
1995 Team Building exercise depicts a flat organisational structure and suggests that authority
and respons.bility are broadly shared In reality, except for the co-directorship, the organisation
has a fairiy raditional structure as shown in Figure 5 1

The project document also specifies that "a part-time four-person support staff in the U S will
be assembled from among PACT’s headquarters staff " The mamn functions of this headquarters
staff are to 1dentify and make available appropriate small and microenterprise technologies, to
provide direct program and admimstrative services, and to provide financial and adminstrative
support to the program

The co-directors make programme decisions jomntly, but within the office Kevin 1s responsible
for general administration and Martm for finance Miriam (Office Manager) 1s secretary to both
Kevin and Martin, but she feels that Kevin’s work consumes the bulk of her titme Miriam
supervises the secretary/receptiomust Norina (Finance Officer) 1s directly accountable to Martin,
though 1t 1s Kevin who must sign financial statements going to Washington Both Miriam and
Norina often consult Bob (Programme Officer) when questions come up Bob, originally part
of the PACT headquarters staff, joined the project in South Africa in June 1995 In addition to
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handhsg many of the détails ‘of programme 1mplementation, Bob 1s responsible for all the
consulting contracts because of his knowledge of the PACT/USAID requirements

Diagram 3 BEES Orgamsation Chart
i

4

Co director Co director
Kevin Kane Martin Manala
Finance Officer Programme Resource Centre
Office Manager Norina Officer Business
Miriam Kondowe Oberholzer Bob Richards Information
Manager N
Peta Qubeka T
Secretary/
Receptionist
{Temporary}

The structure of the staff has been problematic from the beginning Three 1ssues of staffing
structure have emerged from our discussions with clients and BEES staff the co-directorship,
middle management, and support staff

Although the original project document called for a traditional top management structure with
an experienced expatriate director understudied by a South African deputy director, the two
principals have from the beginning preferred to share authority and responsibility equally The
co-directors argue that this structure allows their complementary skills to be used effectively

They argue further that the structure 1s particularly appropriate for the present South African
situation which 1s characterised by lack of awareness of world events, suspicion of outsiders, and
an emphasis on consensual decision-making In such an atmosphere, they believe, an expatriate
director would have been unacceptable |
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Se?/eral ‘of the BEES clients indicated problems, not with the momnitoring itself, but with the
nitial process of setting expectations At times, expectations only became clear n the monitoring
process! The directors’ style 1s, by thewr own description, "process oriented " While a certain
flurdity 1s useful mn a rapidly evolving MSE-sector, our interviews suggest that chients would
appreciate a little more clarity about BEES® mandate, 1its expectations of them, and the
procedutes for accountability We therefore recommend that the entire process of implementing
activities, including broad programme formulation, developing the scope of work, translating
activities mto "log frames," and establishing the process for momnitoring, be reviewed and
documented We further recommend that BEES establish a procedure for communicating this
process to chients and consultants

The Evaluation Team found that the BEES reporting process was not very useful as a tool for
monitoring the overall achievement of goals The reports are not clearly structured, making 1t
difficult to determine the status of the various activities There 15 a need to link the reporting
much 1 cre clearly linked to the strategic planning Especially the deviations from the Work Plan
that occur need to be fully explamed mn the reports
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6 INTERACTIONS WITH GOVERNMENT
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6 1 Introduction

Black Entrepreneurship and Enterprise Support (BEES) Project was designed at a time when the
South African political system marginalised the Black Commumty both politically and
economically Given such a situation, the designers did not envisage any role for government
This was natural since the apartheid system had deprived the Blacks of access to adequate
education, skills formation and capital

Not surprisingly, therefore, neither the project agreement nor the mutial two year work plan
identified government as a key actor Between the design period m 1993 and the end of 1994,
drastic changes occurred within the South African political scene A Government of National
Unity replaced the apartheid system This Government 1n its effort to address the urgent problem
of unemployment 1dentified Small, Medium and Micro-Enterprises (SMME) as both the main
strategy and solution to South Africa’s growing unemployment problem This, unfortunately,
was an area in which both the politicians and the civil servants were, and are still, 1]l equipped
to handle They, therefore need the input of those who have worked mn this sector in South
Africa or have gamned experience from elsewhere

Available experiences from other countries show that national governments are major actors in
SMME sector development The roles that governments can effectively play include the
following

- Creation of an enabling environment through appropriate policies

- Facilitating sector development through mobilization of both financial and human resources,

- Co-ordination of sector activities

- Provision of non-financial and other services that no other agencies provide

- Facilitaung the provision of financial and other busiess related services by the private

sector and other Non-Government service providers

In order for the new Government of South Afnica to come up with an appropriate National
Strategy for the SMME development 1t needed support and inputs from its partners 1n the sector
The key among the then existing partners were NGOs, private sector agencies and individual
projects designed to assist sector development BEES was 1n a position to assist the Government
in that 1t was a capacity building project that had already started work 1n SMME development

In addition to the above, BEES was directed by people with long experience in this sector who
were also well connected both locally and mternationally Apart from this human resource, the
project design and goals allowed 1t to provide the necessary support in a relevant and timely
manner The rationale for BEES to extend support to the Government 1s to be found 1n the goal
of the project which was "to empower Blacks to generate wealth and create employment” The
project agreement also allowed PACT to "identify promising approaches for stimulating Black
owned Small and Micro-Enterprises”
5
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(1) "Not all Provinces have the capacity to develop their own programmed and effectively
control their implementation”- "3 6 2) .
i
(u1) "The Provincial SMME Desks, which have been proposed 1n the Discussion Paper and
which are likely to evolve from now on, will reman small, with their mam focus on the
effective lmking of National or Sectional Programmed and Local or Regional
umplementation bodies" - (5 6 4)

(1v) "It will probably take another two years for an efficient support structure to evolve m
each region In this process one or other orgamzations - the Provincial SMME Desk, one
of the evolving co-operations or broadly based NGO - may crystallize as the most
effective co-ordmating instrument for SMME support m the province” - (5 6 5)

Here we notice serious lack of clear guidance as to what the Provincial Government will do and
how they will do 1t It 1s being suggested that NGOs could become the co-ordinating mstruments
"of SMME Support Systems at Provincial level " Unfortunately this 1s not the view of those
currently manming SMME Desks at this level! The views of some of those manning the
Provincial SMME Desks are that they should determine who does what within their Provinces

On Local Authonties the White Paper 1s even more unclear While the Paper correctly notes
that "there 1s increasing realization that the most effective level of promotion of SMME:s 1s the
village, town, city or metropolitan area" - (page 45) It goes on to state that

() "This White Paper cannot prescribe to Local Authorities how they should structure
support for SMMEs’"
N ~
(1) "Where Local Authorities or Local Institutions like commumty development corporations
or business chambers play a productive facilitatory role 1n this co-ordination process,
they can be of great help to Provincial Desks as well as the ~ SBDA Where no such
inclinations exist, the Provincial Desks, the SBDA and other Local, Regional or National
Agencies have to play a more productive role 1n those local areas at least until attitudes
change" - (page 45)

As can be seen from the above, the Central Government his doubts about both Provincial and
Local Governments 1n the development of the MSE-sector This 1s worrying given that it 1s the
Local Authorities who will need to provide MSE-operators with access to urban land (plots) for
safe working places, water, power and roads If this policy fails to even advise the Local
Authorities on the types of services they should render to this sector, 1t 1s likely that their
response to MSE-needs will be very varied This 1s not a healthy beginming for the MSE-sector
in South Africa

In a situation like the above 1t 1s advisable for BEES and other projects to concentrate on
capacity building in membership and other support orgamzations so that they may be able to
make their cases before Local Authorities If these orgamzations are weak or disorgamized they
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w1l not:be able to speak for their their members This state of affairs could easily lead to MSE-
opgerators being assigned working places m such areas as next to rubbish dumps, cemeteres,
sewage outlets, and other undesirable locations These are the experiences from other countries
i which MSE Policy left the Local Authorities out as maimn players m sector development

In the Evaluatlon Teams’ judgement MSE-operators belong to the mainstream economy That
1s where they should be taken and not 1n the city backyards, sewerage sites, or rubbish dumps
In view of this situation South African MSE-support organizations need capacities to prevent
their members’ needs 1n all levels of the Government Once they acquire this capacity they will
be able to engage 1n advocacy and 1n Local Government Policy 1ssues so as to address matters
related to sector development This 1s why BEES and other partners should spend their resources
in developing the necessary skills and capacities

6 4 Conclusion

This chapter has discussed past interactions between BEES and the Government These
mteractions have played their part in faciitating dialogue between MSE-partners at a time when
dialogue m matters of sector development were unknown Therefore linking MSE-organizations,
the Government, university researchers, and possibly private sector supporters was of great
value What remains to be done 1s to develop the necessary capacity for future partnerships

Now that the MSE-Policy 1s m place we think that time has come for serious division of labor
between the various players In this process BEES should concentrate on assisting MSE- support
organizations to overcome therr current weakness This will enable them to stand on their own
and to face their other partners on equal footing We hope that BEES will be able to conthue
with the work 1t has started - -
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SCOPE OF WORK
BLACXK ENTREPRENEURSHIP AND ENTERPRISE SUPPORT (BEES) |
CASE STUDY AND EVALUATION

1 PROJECT BACKGROUND

The BEES project design exercise, conducted by a team of South African and American
specialists at the request of the USAID/Pretoria Private Sector Division, was intended to
develop a support facility approach for post-apartheid assistance to South Africa s micro-
small enterprise (MSE) sector The team carried out its assignment m early 1993

Based upon a concept paper previously submitted by PACT, an American PVO already
active 1 South Africa, PACT was nvited to prepare and submit an iutial pilot project
proposal PACT s pilot project proposal did not differ sigmificantly from the design team’s
approach, but, in keeping with circumstances, 1t also stressed the mtention to make the
project approach and objectives as Black onented as possible

The PACT proposal was accepted and funding of US $3,490,569 was provided m the form
of a Cooperative Agreement signed on 15 September 1993 In late 1993, the Co-Directors
(American and South African) were chosen Work plan preparation and office development
activities began 1n February 1994, and the finalized work plan approval was recetved from
USAID in mud-July, 1994

The work plan preparation period was probably the most momentous m South Africa’s
history, resulting 1n the radical change to a Black, majority rule government While aware
that changes i government’s approach to the sector were mevitable, work plan preparation
was guided by the onigmal pilot project design and broad consultation on the overall post-
apartheid needs of the MSE sector Thus led to a comprehensive pilot project approach with
five basic action elements, which, 1t was felt, would form the basis of MSE organisations’
mteraction and development

The five elements resulting from broad and in-depth sector dialogue are as follows

- Improving programme effectiveness of South African MSE development orgamsations
such as advice centres, training orgamsations, credit providers, umversity small business
development centres, member associations and practitioner alliances,

- Developing admimmstrative and operating systems for MSE organisations,

- Building sector capacity for public awareness, policy formulation, research and
mnovation,

- Facilitating MSE orgamsation interactions between South Africa, other African countries
and the rest of the world, and,

- Sectoral information collection, dissemination and networking through an Information
Resource Centre
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To expand access to credit and capital sources for Black entrepreneurs and business
(wo)men - i
To expand access to credit and capital sources from Black-led financial nstitutions,
major commercial banks and NGOs for Black entrepreneurs and business (wo)men
To expand access to international models of, and expertise m, smail and micro-
enterprise, and to technical resources that will support the formation of Black-owned

small and micro enterprises m South Africa

End of Project Status Indicators

BEES expects that the following End of Project Status Indicators will be met during the two
years of the project

Documented ncrease 1n the number of Black-owned small and micro enterprises started
Expanded and strengthened South African small and mucro enterprise support
0rganisations

Demonstrated mmprovements among South African small and micro enterprise
organisations, 1n quality of services and/or effectiveness m delivering service, or
appropriateness of their services as they relate to the needs of Black-owned smail and
MICTO ENterprises

South African small and micro enterprise support orgamsations with documented
orgamsational and programmatic growth

Technical and advisory contracts successfully completed with South African support
organisations to strengthen Black small and micro busimess people

The transfer of successful technologies from the U S or elsewhere to South Africa
Formal links established South African small and micro enterprise support organisations
and new networks or associations (national and imternational)

One small and micro enterprise resource. centre established

EVALUATION SCOPE OF WORK
Key Questions to be Answered
Design

Given the national and sectoral context at the time of the project design and the results
achieved to date, i what ways was or was not the original pilot project design an
appropriate means to address the project goal and objective? For any inappropnate
aspects, what impact has this had on project mmplementation?

Given the current national and sectoral context, in what ways 1s or 1s not the original
pilot project design now an appropriate means to address the project objective? What
revisions would be recommended?

In the context at the beginming of the pilot project, 1n what ways was the project
workplan (with its five elements and themes) an mm/appropriate means of translating
the ongnal design mto mmplementation? In what ways 1s the workplan in/appropriate
in the current context? How nught this approach be chanéed to better implement the
project design
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In what ways are the key clients/partners for BEES activities/imhiatives appropriate
for implementation of BEES activities? How mught the selection and development of

m%se relationships be mmproved?

Institutional Development

Aré project activities bemg adequately momitored, documented and reported upon?
How mught these activities be improved?

In what ways are or are not the existing BEES admumistrative and management
systems adequate? How might they be made more effective and efficient for future
service delivery?

What has been the role and contribution of the key project partners (including
USAID, PACT, Chents and Government)? What has been the nature of the
relationships between these partmers? What has been thewr impact on project
implementation and mmpact? How might these relationships and mpact be improved?

Service Provision.

To what extent has BEES established credibility among the organizations with which
1t 1s workmg? Do these organizations see the project as useful, appropriate and meeting
their needs? Is BEES accepted and seen as a credible partner? How mught these
perceptions/relationships be improved?

Are BEES’ clients making full use of the project’s resources? If not, what are the ..

mhibiting factors and how mught they be addressed?

In what ways does or does not the project’s approach m assessing chent mstitutional
needs and responding to these needs appear to be effective toward long-term
mstitutional strengthening of clients? What modifications might increase effectiveness?

In what ways does or does not the project’s ongoing assessment of sectoral needs and
response to these needs appear to be effective toward strengthening the MSE sector as
a whole? If not, what modifications in approach might make the project more effective?

To what extent has the project been able to address affirmative action and gender
1ssues? How mught the project better address these 1ssues?

In what ways has BEES appropriately and effectively accessed and utihzed the
expertise, models and programs elsewhere mn Africa, the US and the rest of the world
to enhance the mstitutional capacity of clients and to enhance the MSE sector as a
whole? How mught the project better utilize these resources?

To date, to what extent has the project made progress towards addressing project
objectives, dehvering on the project outputs, and achieving the End of Project
Status Indicators as detailed 1n project documentation? What are the constraints and
how might they be overcome? What strategies or approaches could be used to improve
the potential for the project to achieve the logframe requirements?

7
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B Methodology

Guided by this Scope of Work, the evaluation team will be responsible for the evaluation
methodology, whuch will include the following

1 Review project documentation, mcluding

a Cooperative agreement between USAID and PACT, the project s mutial two-year
workplan and other descriptive documentation about the background and approach of
the project

b The project’s two semr-annual reports, and the project management plan and the
management 1formation system which detail all project activities to date and those
activities planned for the next six months

¢ Activity documents (grant project descriptions, consultant scopes of work and reports,
workshop documentation and reports, and exposure Visit reports)

2 Interview BEES staff, advisory commuttee members and USAID staff

3 Conduct mterviews and/or questionnaires with, gather program mformation from, and
potentially mterview beneficianies of all the major BEES partners/clients, and with a
sampling of the other orgamzations which have participated 1n BEES activities

4  Interview the service providers which have served as tramers, facilitators and advisory
consultants under the project

5 Interview key sector players (whether or not they have been involved in the BEES
project) which can provide perspective on the MSE sector and the type of
activities/programs necessary to support it

6 Site visits, 1f and when appropnate, to activities which have been affected by BEES
efforts

The actual interview format and questions will be developed by the evaluation team To the

extent possible, mterviews should be conducted 1n person This will necessitate travel 1n

the areas of Johannesburg, Pretoria, Durban, Cape Town and the Eastern Cape

C Evaluation Team

The evaluation team will consist of a team leader and two additional evaluators Please find
therr curriculum vitae attached
The evaluation team leader will focus on the role of BEES as a service provider to
organizations 1n the MSE sector Mr Hans Haan will fill this role

One evaluator will focus on the development and nature of BEES as an wstitution and

compare 1t to other USAID-funded (and other) support facility projects n the MSE
sector Ms Kim Craig will fill this role |

Y1
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The third evaluator will focus on the nature of the South African SME sector, how
it has changed during «the project life, and the impact of these changes on project
implementation, as welil as the role of BEES n supporting MSE sector research and
policy expertise Ms Angela (Pinky) Mashigo will fill thus role

The fourth evaluator will focus on the relationship between BEES and South African
government, and the services BEES has provided to government or on government’s
behalf

D 1level of Effort

The evaluation will be conducted for four weeks, from October 16 through November 10
The team leader wiil devote up to 30 work days The other evaluators will commut up to
24 days  The final report will be submitted by the team leader by November 15, 1995

E Report Format and Contents

Table of Contents

Executive Summary

Program Background and Current Context

Statement of Findings and Conclusions based upon examination”and analysis of
current project service provision, nstitutional development and design

5 Recommendations for USAID, BEES and BEES partners/clients to identify possible
ways to change the project design and strategies m order to mcrease relevance and
be more effective and efficient m meeting project goals and objectives and to fulfill

Ja W N

the project s purpose Recommendations should be practical, action-oriented and ™

priontized

6 Statement of Findings and Conclusions based upon an analysis of the MSE sector and
consideration of the project design, institutional structure/processes, and service
provision necessary to support and develop the sector

7 Recommendations for USAID, BEES and the sector as a whole to identify and
implement relevant strategies and activities to efficiently and effectively strengthen
the MSE sector and 1ts support organizations

8 Body of the Report The report should discuss the évaluation methodology, results
of interviews and the evaluators analyses which support and expand on the findings,
conclusions and recommendations

9 Appendices
a Scope of Work
b Bibliography of documents reviewed and analyzed
¢ Luist of persons/agencies interviewed and their relationship to the project
d Copies of any questionnawes used for data gathering

F Logstics

The evaluation team will be responsible for its own typing, clerical and other necessary
secretarial support, mcluding access to computer, printing and reproduction services The
BEES staff will not be available to provide secretanal or clerical support However, BEES
staff will be available to meet with the evaluation team during the evaluation as pre-arranged
with Martin Manala

vi
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G Presentation
)

The evaluation team, to the degree that presence 1s possible, will make two presentations

of the draft evaluation report (including providing a copy of the draft) prior to departure of

South Africa the first to BEES staff, and the second USAID Feedback will be provided

by both BEES staff and USAID to be taken into consideration/inclusion 1n the final version

of the evaluation

3

i

e |

Vil



ANNEX - 11 e

DOCUMENTS USED

BEES project,
June 1994, Imtial two-year work plan PACT/BEES (final draft)

[1995], Six month report for period 18 July 1994 - 17 January 1995
[October 1995], Six month report for pertod 18 Jan - 1 Aug 1995 (working draft)

[October 19951, Evaluation notes (internal document)

BUDS,
Oct 1995, Local Business Service Centre accreditation kit (BUDS, Cape Town)

Jum Cotter and Simone Aphane,
March 1995, SMME support services organization viability factors management review

("best practices" fieldstudy prepared for the BEES project) N

Y

David Dewar,

Oct 1994, The Stutterhemm experience a review and appraisal (consultancy study carried
out for BEES)

GoSA/Dept of Trade and Industry,
February 1995, "White paper” National strategy for the development and promotion

of small busimess i South Africa (DTI, Pretona)

Harvard Business School Bulletin,
Feb 1995, Beyond the bottom line the mmtiative on social enterprise at HBS

S

Ros Hirschowitz and Mark Orkin (eds ),
April 1994, Micro-enterprise development i South Africa (European Unior/CASE)

Kevin Kane and Bernard Fisken,
Oct 1993, Assessment of 5 grantees funded by Private Sector Division, USAID/Pretona
(consultancy report) |
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Brian Levy,
Nov 1994, Strengthemng business services for South Africa’s MSMEs (Worli Bank,
Cape Town)

Nced1 Mkhaliphi,
April 1995, Report on Teamburlding and Strategic Planning Workshop conducted for
BEES (internal report)

Peter Morrison and Romanus G_Monyji,
Jan 1995, The Stutterhemm Busmess Advice Center a review of its performance and

replication strategy (a consultancy report presented to BEES)

Fred O’Regan, Jim Cotter, Sam Monts: Simon Aphane and Jan Clark,
June 1993, Program design Microenterprise Development Support Facility (draft
report, USAID/RSA)

PACT,
July 1993, Black Entrepreneurship and Enterprise Development (BEED) a proposal

Small Business Development Corporation,
May 1994, Small and Medmm enterprise development and job creation, 1n SBDC

Counier

1995, Annual Report 1995

Judith Tendler,
Nov 1994, Strepgthemng the capabilities of (largely informal) manufacturing
micro/small enterprises, 1 Brian Levy

1
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PERSONS MET

]

i

Guateng

BEES Project Team

Mr Martin Manala, director

Mr Kevin Kane, director

Mr Bob Richards, program officer

Mrs Peta Qubeka, Resource Centre

Mrs Lenora Oberholzer, financial adminstrator

Mrs Miryam Kondowe, office manager and executive secretary

USAID

Mr Bruno Cornelio jr, chief Private Sector Division

Mrs Margot Biegelson Ellis, Private Sector officer .
Mrs Dawn Storrom, Prnivate Sector Division

Centre for Developing Business (University of the Witwatersrand)

Mr Ian Clark, director

Mr Barney Tsita N
Mr Sepu M Bukula -

Mr Simon Aphane

e

Department of Trade and Industry
Mr Alroy Dirks

Small Business Development Corporation
Mr Jo’ Schwenke, Senior General Manager

National Industrial Chamber - Business Advice Centre
Mr Cleo E Mtshali

Independent Development Trust
Dr Len Konar, director

Alternative Finance (previously Independent Development Trust Finance Corporation)
Mrs Thoko Moja

National Scientific Research Council

Mrs Sharda Naidoo 1

Get Ahead Foundation |
Mr Siswe Tat1, deputy managing director, also chairman of Alliance of MSE Practioners
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INTERVIEW GUIDELINES

§

The BEES Evaluation started on October 15, 1995 when three of the team members met
i Johannesburg to discuss modalities of how to conduct 1its work By that tume, the
team had already read all the mitially submutted documents which included, project
agreement, mutial work plan, briefing notes, etc The team discussed key issues of the
evaluation and agreed on how to proceed They aiso agreed on the methodology for

mformation gathermg and key questions to be asked to both BEES team and therr clients
Key questions to the staff ncluded

(1) the division of labour amongst the staff members

() the total number of agents they worked with

(1) where each agent was

(iv) what they were domng

(v) all reports and documents produced by the project either directly or through
consultants

(v1) all actuivities sponsored by BEES, etc

From then on for more than three weeks, the Evaluation Team, m different composition,
mterview representatives from the organmisations with whom the BEES project interacts,
government officials and other key mformants N,

The key questions to BEES chents mcluded the following

(1)  what they were domng mn the MSE-sector

(11) where therr activities were taking place

(i) how and when they came to know of BEES

(1v) what they were domng with BEES

(v) the strengths and weaknesses they had detected 1n BEES

(vi) whether they thought BEES had made any contributions to their work n SMME
(vir) whether they saw any need to continue with the activities sponsored by BEES
(vin) what changes they would like to see mn a future BEES phase

(ix) any other comments they wished to make on BEES and its activities, etc

In all, the BEES Evaluation Team talked to representatives of more than 30 orgamsations
all over South Africa Their time and interest has been very much appreciated

Ry A g e ey e e I e »



AMEP
BAC
BEES
BOC
BuDS
DBSA
DTI
CBO
CDB
EU
FES
GoSA
IDT
ILO
K-REP
K-MAP
KZN
MENNGOS
MSEs
NAFCOC
NIC
NSRC
NBI
NEPA
NGO
ODA
PACT
SBDC
SDF
SMME
UNDP
USAID
WITS

ACRONYMS

Alliance of Micro-Enterprise Practitioners

Business Advice Centre (Stutterheim)

Black Entrepreneurship and Enterprise Support project
Business Opportunuty Centre (National Economuc Imitiative)
Busmess Development Services (DTI/NEPA)
Development Bank of Southern Africa

Department of Trade and Industry

Community-based Organization

Centre for Developing Busiess (University of the Witwatersrand)
European Union

Friedrich Ebert Stiftung

Government of South Africa

Independent Development Trust

International Labour Organization

Kenya Rural Enterprise Promotion

Kenya Management Assistance Programme

Kwazuiu Natal

Micro-Enterprise Network of NGOs

micro- and small enterprises ’

National Federation of Chambers of Commerce N
National Industrial Chamber

National Scientific Research Council

National Business Imitiative

Ntsika Enterprise Promotion Agency
Non-governmental Organisation

Overseas Development Agency

Private Agencies Working Together

Small Business Development Council ~

StuTterheim Development Foundation

Small, Medium and Micro-Enterprises

United Nations Development Programme

United states Agency for International Development
University of the Witwatersrand



