


TECHNOSTETRY E

Technoserve is a private, nonprofit organization. We:
provide training and technical assistance to enterprises
comprised of Large numbers of rural people. We call them
‘community-bascd enterprises.”

These conmunity-hased enterprises principally re-
late to agriculure; our training helps them to increase
productivity, improve their marketing, and enhance their
overall management.

The results of this assistance include job creation,
increased levels of income for needy people, and overall
improvement in living conditions, without creating
dependence on outside assistance.

lechnoserve was founded in 1968, We work in Africa
and Latin America. We currently have a staff of over 150
persons, made up primarily of highlv-qualified citizens of
the nine countries where we operate,

lechnoserve is funded by church organizations, indi-
viduals, foundations, corporitions, host country institu-
tions, and the U.S. Ageney for Lnternational Development.
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Effectiveness in Enterprise
Development needs to be
understood in the context of
the evolution of a new ethos
about Third World Develop-
ment in general.

FINDINGS ’86

A PRIMER OF SUCCESSFUL
ENTERPRISE DEVELOPMENT—I

One Organization’s Principles

Thomas W. Dichter, Technoserve Inc.

PERSPECTIVES, KISTORICAL & CULTURAL
Development, as a ficld of endeavor with that name, is no more than four
decades old. The Marshall Plan, as the first modern age, massive, managed
“development™ effort, marks the beginning of many organizations in the
ficld today: But even the Marshall Plan was not Development with a capital
"D International Development, as planned and managed assistance to the
Third World, did not really begin until the 1960s.

There are four major categories of organizations involved in interna-
tional declopment, namcely:

* Bilateral Government agencies (e.g. USAID, CIDA of Canada)
® Multiliteral Organizations and agencies (c.g. the World Bank)
® Private Voluntary Agencics (e.g. CARE, ‘Technoserve)

® Private, for-profit contractors which implement projects of the Bilat-
cral or Multil.iteral agencies.

Each has evolved over time and the details of that evolution reveal many
differences from one ageney to the next. A very broad picture however, is
worth sketching, even at the expense of fine distinctions,

It begins in the 1950s, a period during which the emphasis was basically
RELIEE After that, the major periods in the history of western development
assistance emerge as follows;

* 1960-1975. Basically large scale CAPITAL INVESTMENT in infrastruc-
ture and AGRICULTURAL SCHEMES with some experimentation in small
scale grassroots work;

¢ 1975-1982. The age of disenchantment wiih large scale top down proj-
ccts; the beginning of "new directions™; the hey day of “appropriate tech-
nology™ and the small scale, but a strong continuation of capital investment
and also of relief;

¢ 1982-1985. The cra of re-thinking and of ACCOUNTABILITY: policy
reform, institutional impact, sustainability, replicability, cost effectiveness,
become new emphases.
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A bricf peek forward to the
immediate future might suggest the
following:

® 1985-1990 The SYNCRETISTIC
era. Practicality dictates; many di-
ferent beliets about development
are combined: polemic decreases.
Reduced tendencey 1o 2o from one
extreme to the other.

Each category of organizations
in development has, of course, had
agreater or smaller role to play in
the periods described above, Private
Voluntary Agencics (PVOs), our
subject here, began like the rest,
primarily us relief agencies formed
after major wars or conflicts. In the
19605, with the advent of what came
to be called community develop-
ment, some began working at the
local community level. The major
thrust in those vears was essentially
the idea of doing good things for
the poor. In general, this meant
combination of giving people some-
thing (a Latrine, a clinic. 1 new kind
of plow), and telling them how it
worked. or how and why to usc it
It was assumed that well-motivated
Westerners could give communitics
the clements of modern hygiene, or
agriculture, or educittion, and tha
such gifts would Iead people to
better living conditions. As it turned
out. this approach was rather one-
dimensional, one-directional, and
after some time showed few pernn-
nent results. Nonetheless., the seeds
for the Later grassroots basic human
needs approach were planted.

In the 19705, the integrared
community development approach
began o be used: a more sophis-
ticated approach which saw cor-
rectly that aspects of a commu-
niey'’s life were inseparable, and
thus intervention was necded all
around. Additionally; a self con-
sciousness had arisen which made

PVOs aware of previous tendencies
W cthnocentricity (in which a pro-
ject would simply reflect the aid
givers values, wavs of working and
technologices), and henee it became
important to find out what the pro-
ject beneficiaries perceived as their
needs.

A kind of syllabus of develop-
ment sectors began to aarise which
had become rather standard by the
end ot the 70s. A Lirge VO might
then have a program department
with seetions devoted to Primary
Health, Family Planning, Environ-
ment, Women in Development, Adult
Literacy. Nutrition, Water, and In-
come Generation (laey called enter-
prise development). This “port-
folio™ approach 1o development
wis. nonctheless, ticd together in a
more or less uriform ideology—an
cthos which said that the key 1o
ceonomic development wis o reach
the poor at the grassroots, This
cthos was decidedly and increas-
ingly anti trickle down and anti big,

With the 80s came a new spiral
in the historical process; an exam-
ination of and concern for effec-
iveness. A few PVOs began rsing
hard questions about prios per-
formance. Some selt-examination
began o reveal a fairly typical his-
torical phenomenon—the wendencey
to carry things too far as 1 reaction
Lo a pereeption of carlier mistakes.
For example, the integrated approach
o community development was
recognized as being unmanageable,
in reality T was also acknowledged
that simply asking people what they
want often leads o wish lists and
waste. Similarly, we began to see
that not everything small is appro-
priate, nor is everything big inap-
propriwe. Practicality —the concern
for what works in the real world—
began to push ideology somewhat
to the side.
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Today, many U8, PVOs with g
serious concern to be effective are
trying more and more to respond
to the demand (from all donor
quarters, bue particularly strongly

OLD ETHOS

Generalist

Community as an ideological badge
Accountability for ¢ffectivencess hidden
behind amateur status and “good
intentions”

Low technical capacity

Ideological homaegenceity in PVO
community is expected

TECHNOSERVE

Technoserve is an unusual PVO in
several wavs, For 18 vears, it has
specilized inone arei: enterprise
development. Its statl is composed
ol highly trained wechnical special-
ists. We deal exclusively in know-
how, rather than things or money:
We give only know-how: not credit,
not food, not tractors, We apply
our specialty in a single arena—
agriculture. We have a demonstrat-
able record of suceessful project
interventions-—defined iis success-
ful by the latest criteria, These
projects continued to operate after
our intervention was over, and e
stll running. Thev are run by the
community and vet are still viable
as businesses. Finally, project inter-
ventions in the same agriculturl
commodity sector have been repli-
cited both regionally within the
country and internationally, across
countrics.

We have received some money
from The US Agene for Interna-
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from USAID) for measurable suc-
cess, institutional impacts, and now
sustainability and replicability, We
could describe the significant
chimges in PVO cthos (again quite
arosslvyas follows:

NEW ETHOS
Specialist
Community as a locus for acton

Accountabilty comes out from hehind as
PVOs hecome more professional

Higher echnical capacity

Ideological heterogeneity in PVO
community is aceepred

tional Development to research and
disseminate our findings on what
works and what does not in our
ficld of enterprise development.
and ar the same time o explore new
avenues and methods of replication.

The donor and ‘Technoserve
both share some basic presumptions
about the goals of development
assistance. We agree that the pur-
pose of development and of enser-
prise developmene as a specialiy is
1o assist low income people in the
Third World to improve their lives;
to gain more control over their
lives, and become less dependent.
And we agree that this goal should
he reached with @ concern for:

* Both shortand long term
clfectiveness;

® Stewardship—responsibility
for others” money.

After examining our successes
and failures over the past 18 vears,
we find that there are some surpris-
ingly fundimental clements which
explain success. In fact some are
truisms, which makes it all the more
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The following summary of
Technoserve'sten principles
for enterprise development,
is an attempt to articulate
what guides our actions. The
object here is self-analysis
and public discussion. This,
we say, works for us, and here
is why we think it does.
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surprising how often they are
absent. They do not constitute o
methodoiogy or a body of proce-
dure as much as they reprsent, in
our opinion, soricthing prior: the
sine qua non of enterprise develop-
ment. They ares atone and the same
time, lessons learned and essentials
ol enterprise development.

I. KNOWING WHO YOU ARE

Understanding and coming 1o
terms with vour organization’s un-
derlyving ideology: values and phil-
osophy seems o be a key 1o effee-
tiveness. There is e capacity to act
more cticiently and in concert iha
is gained by clarity of values. An
organization which does not know
“whaoit is™ is likely 1o spend costly
time dedirg with more internal dis-
agreement than is healthy: This
hampers action,

Inlechnoserve’s case there s a
relatively clearly held orientation 1o
development. The organization
values the ideat of helping others,
holds to a high stndard of profes-
sionalism, considers it important 1o
look at what history tells us about
development. among other things.

Technoserve's ideological
biascs are:

* Pro-business and the prin-
ciples which underlic business
cnterprises,

® That free enterprise, market-
oriented cconomies are best suited
to cconomic growth,

® That people are ar heart
acquisitive and are motivated when
rewards are pereeived o be pro-
portional to ctforts,

Technoscrve does not
believe:

® That all political power seeks
o oppress the poor.

® That egalitarianism is an
instinet that is natural 1o poor
people, or any other for that maer,

Technoserve’s methodolog-
ical biases are:

® There are limits to “doing
good.”

® People can only help cthers
up to a point.

® Deep social changes cannot be
dircetly engineered. If vou believe,
for example, that you are “engi-
neering” the ereation of social
bonds by helping to build an enter-
prise in e community, vou will be
disappointed.

There dre many PVOs at the
other end of the spectrum of values
and ideologics from where we are,
‘The main thing is that thevy are
clear about those values. This is a
key to effectiveness. Those PVOs
which lack such clarity scem also
10 be relatively ineftective in foster-
ing sustained development,

II. FOCUS

There are three levels of focus which
may form anodier key to effective-
ness. These can be stuted as three
questions: Where, Whao, [How?
Generally, we have found that pro-
fessionalism and overall eftective-
ness are enhanced by having made
some choices that limit the scope
of onc’s work. Theretore an organi-
zation needs to figure out where it
will work, with whom, and how:
That Kind of focus leads natarally
to efficiency, cost effectivencess, rep-
licability, long-term learning, and
long-term impact bevond the orig-
inal target population. Focus en-
hances expertise and the knowledge
of what your capacitics aare,

In our case we have made the
following choices:

Where?

The agricultural arena. His-
lory seems to say that cconomic
growth begins with agricultural
health, When agriculture is work-
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ing, nations and civilizations are
freed to develop in other ways, Agri-
culture seems to be an a priori part
of cconomic and social develop-
ment. Theretore, we apply our
work in the agricultural secter, nog
in urban arcas and not in industry:
Within thac sector, we tend to
focus on certain commodity sectors
(e.g., cattle, dairy, sugar), so that we

A PRIMEK—PRINCIPLES

will gain expertise that can be effi-
ciently used. In Kenva, for example,
we have worked in cattle ranching
for over ten vears, In El Salvador,
we have worked in feed mill pro-
jects and coffee cooperatives many
times, In Ghana, we have experi-
ence in rice, sugar and patm oil. In
Panama, pigs and vegetubles have
comprised a major part of our
assistance,

Who?

Farmers. Not any farmer, bhut
rather those who belong to (or want
to start) rural enterprises. The enter-
prises we work with must be com-
munity based; that is, have a mini-
mum number of people in the
community sharing the equity of
the enterprise. In etfect, we focus
on enterprises of medium scale, be-
neving that greater cconomic link-
ages and grearer impact are achieved
with that scale. Medium scale is de-
fined differendy in cach country,
but generally means more than 25
members (the Eugest enterprises we
work with have over 1000 share-
holders or members).

How?

By training people. To put this
in perspective, many PVOs who
work with farmers, provide them
with tools, sceds, or with credit,
seeing these as essential 1o in-
creased productivity. We see pro-
ductivity as fundzmentatly depen-
dent on business and management
skills. Those are the skills that
cnable people to get credit on their
own with which to buy the tools
and sceds they need. These are the
skills that enable people to plan for
the future, to influence their envi-
ronment rather than simply react o
it. These skills enable people to
look at alternatives and make deci-
sions, adding an cdement of control
in their lives which they may never
have had before, Moreover, they are
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exerting that control in the cco-
nomic rather than the political
sphere, which means they are gain-
ing power within the system—
fighting firc with firc.

This view is very much geared
1o our human focus. Because we
work with groups ot farmers, and
not the individual peasant, pro-
viding business and management
skills makes sense, as opposed o
working with the individual peasant
who has very limited resources,

s S

#
4

which then may require giving
creditand tools. So we have evolved
aprocess of enterprise develop-
ment which integrates all aspects of
the agricultural CRCrprise: organi-
zasion of the enterprise as a busi-
ness, planning, financial controls,
agronomy, market analysis, admin-
istrative controls and management
development.

There are two other aspects of
our work which are important o
single out. We generally work quite
intensively with these groups, and
do so over a relatively ong period
(3 105 or more years), We have
found that the skills we want to
transter are ones that take time o
nuaster and are best learned “on
the job.”

III. ECONOMIES OF SCALE
Our concern for long term effi-
cieney and cost cffectiveness leads
us o an exploration of the question
of cconomies of scale. This is 1
complex matter, for while it appears
scifevident that there are ccon-
omies of scate in our work, defin-
ing scale is problematic, We believe
that paving attention to this issue
and keeping it in mind is another
key to effectiveness.

Historically, Technoserve

evolved owards the medium scale,
in part as a function of the skills we
wanted to transfer. A single small
farmer may be an cntreprencur in
the limited technical sense, but he
is not necessarily a business. A
medium scale enterprise, with a
substantial investment in land, cquip-
ment, livestock, and expectations
of i large turnover n sales, cannot
be managed adequately using the
same back-of-the-envelope ech-
niques that the small individual
farmer may use. While the latter
may need credit to improve his lot,
the enterprise needs a more com-
plex array ot interventions in order
to become viable, As these skills re-
quire some training, and tius have
asigniticant price attached to them,



A group owned farm enter-
prise must reach a certain
size before it can take opti-
mum advantage of modern
business skills.

and as the transfer of those skills
often requires intense interaction
over time, there is a clear cconomy
of scale it applving thern only o
larger groups.

WL see the major cconomices
of scale attendint w our way of
working. in the following way:

® Fconomic linkages estab-
lished by amedium sized enterprise
can have positive cftects on other
enterprises, through a1 demonstra-
tion ctfect.

o A successtul, Lirger scale
enterprise has wider socio-cconomic
multiplicr effects. More jobs are
created. more income generated.,

* Institutions and policy making,
agencies dre more likely to tuke
notice of a larger suceesstul entity
than of a smaller one. Thus the
possibilitics of more widespread
institutional chunge or policy retorm
qTC greater.

¢ Larger enterprises necessarily
produce larger quantities of what-
cever commodity is being raised or
grown. Hence. if records are well
kept, the data on production retlect
larges sums and are statistically
morce significant. This increases the
potential to influence policies re-
garding that commaodiiy,

We recognize that project scale
is not static. and should not be
viewed as such. Indeed. if econao-
mic entities are suceesstul, they will
likely show growth in one or more
of thair aspects. By keeping ccon-
omy of scale in mind as a kev cri-
terion for etfectiveness, an ovgan-
ization can casilv adjust o such
chunges in scale.

For example, one of the ironics
we have found in this respect is
that, as a lirge enterprise becomes
larger and more successtul, it begins
1o be possible for that enterprise 1o
pay full price for the same services
that it had been receiving betore

A PRIMER—PRINCIPLES

from @ PVO tor less than full price,
Even though that enterprise would
have acquired the ability o perform
many of these functions on its own,
it may wiant now o contract for
some monitoring or limited busi-
ness services from outside. The
challenge for an organization like
lechnoserve, which cannot afford
to give services for nothing to an
entity that can pay for them, is
whether to till this gap in the mar-
ket by spinning off a service unit
thut would operate at profit. That
would provide a tlow of income to
the non-profit side which would,

in i, cnable the PVO itself o
move towiards greater self-sufticiency:

IV. RECOGNIZING THE TRUE
MARKET AND BEING
“MARXET-DRIVEN"

What we call the “true”™ market for
a4 PVOS services are the actual needs
of the intended beneficiaries of the
project or program. We opposce this
to the “false™ nmuarket, which is often
the donors™ or the PVO'S pereep-
tion of what needs doing, For ex-
ample, we would argue that, in
general, itis better in vhe long run
for a PVO 1o respond 1o its own
pereeption of the needs than re-
spond toa second hand” pereep-
tion of thosc needs as defined by a
nmajor donor. In crude practical
terms, this would mean trving to
drum up business on ones own
first and sceking funding for imple-
mentation later, rather than res-
ponding first to funding oppor-
tunities and then trving to march
the organization to the funding
SOUTCCs project eriteril.

Of course such distinctions he-
tween Utrue” muarket and “false”
market aie often spusious and arbi-
trary-—who is to say that the donoes’
pereeptions of what is needed are

TECHNOSERVE ® FINDINGS '86 @ 7
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Being able to say “no” to proj-
ect opportunities is a func-
tion of knowing which proj-
ects fit the organization’s
capacities.
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wrong and the PNO'S pereeptions
right, or even that the beneficiaries
perceptions are right? But the dis-
tinction between real and false
nuarket remains a valid one when
we think about the deeper issue of
PVO focus and knowing who it is
(henee whadit can doy. The ten-
deney to respond alwavs to the
donor's offerings of funding can
inevitably lead to a dissoludon of
focas and specialization. This, in
turn, over the long run, can lead o
incffectiveness. PYOs who worry
about the degree to which their
work is funded by one donor (e.g.
USAID) are right to do so,

We have found that hy keeping
prety close to i set of project selec-
tion criteria and judging new pro-
gram opportunitics by a similar sct
of criteria, we are increasingly able
to use our skills better and more
cfliciently We also have better con-
trol over the variables we ourselves
use to define success,

In practice, this often means

EFFECTIVE

Participation has its limits, Beneficiaries
do not know all that is best for them.

Participation seen as a practical nuter.
Itis insurance that project will be sus-
tained.

Participation is rought primarily of those
who want to or can be convineed 1o
participate.

Participation is more valuable during the
proicet design phases and evaluation
phases than during the day to day deci-
sion making of actual implementation,

SEArting up a new program using
our own unrestricted funds and
then, once started, sceking contin-
uation funding. This also means
that we often say no to funding op-
portunities that come along, it the
proposed program or project do
not fit our predetined criteria,

V. PARTICIPATION

Today, one of the most agreed upon
keys to development project effee-
tiveness is participation of the bene-
ficiaries. If we are to truly under-
stand the “true”™ niarket for what
we have w offer, that understanding
must begin with the beneficiarie:
pereeptions of their needs. But we
must be very careful here in not
carrying the notion of participation
too far, or giving it too much weight
in the eftectiveness calculus.

There is effective participation
and ineffective (or even counter-
productive) participation. We would
chart the two as follows:

INEFFECTIVE

Participation done for its own sake—total
aceeptance of beneficiaries' definition
of needs,

Participation scen as a political “act.” for
the sake of raising consciousness.

Participation of ceveryone in the com-
munity is sought, 1o the point offorcing
it.

Participation thought of as monolithic—
takes place all through project.



Consciously asking the ques-
tion: ' What is the opportunity
cost of a given project or pro-
gram?” is a key component of
project selection.

The conclusion is that partici-
pation must be tempered by the
questions: Who is to participate?
How much participation? When?

Participation is only part of the
process. It seems to work best il it
is participation for a rather specific
purpose, like putting together an
enterprise. It should also not be
confused with cgalitarianism. In
fact, participation in our experi-
cnee seems to work when it is or-
ganized and managed by community
lcaders or by project personnel.
Participation, we find too, cannot
he successfully done if done quick-
v It takes time to get o know people
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and the subtletics involved in estab-
lishing trust are often ones that
require getting close to people,
knowing their language, and most
important, sticking around.

VI. OPPORTUNITY COST

One of the most interesting kevs to
cffectivencess is the application of
the conceept of "Opportunity Cost.”
surprisingly. there has been very
litde discussion or understanding
of this very siimple precept in the
PVO community In our experience,
Opportunity Cost has been a cen-
tral criterion of project selection
and an overall guide 1o plinning,

The concept is simple: every
opportunity for engaging in any
action has a cost, which may be
high or [ow: That cost is related to
the fact that if one decides to do
“A." then by definition, one cannot
do “B™ at the same time. The sound-
ing board against which 1o measure
that cost is the purpose and goal
orientation of the organization, in
combination with its available re-
sources (money or personnel),

This concept is particularly
important for non-profit organiza-
tions which may have less control
(in theory at least) over the expand-
ability and fungibility of their re-
sourees, of fewer wavs to manipu-
late those resources than do for-
profit organizations,

For example, when we consider
assistance to a new group of farm-
crs who want to get together to start
acommercial rabbitry, we ask our-
selves what is the opportunity cost
of this assistance? Given our staff
and our resources in that country,
could we achieve the same impact
by any other means, by doing an-
other project? Could we do more
with those resources over the same

TECHNOSERVE ® FINDINGS '86 © 9
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time period by way of helping more
low income people?

By asking the question: “What
is the opportunity cost of engaging
in this new activity?,” an organiza-
tion provides for itselt an internal
check and bitlinee svstem which
helps o ensure project and pro-
grum cffectivencess

VII. ENTERPRISE VIABILITY

For PNOs engaging in cnterprise
development, whether defined as
small scale, microenterprise, or

SOCIAI-CENTERED
High degree of social conscience
Tends to micro end of the size scale

Tends to see poverty as more a function
of social injustice than of cconomics

Emotionally anti big business

Uncomifortable with capitalism though
in fwvor of it in general

Accepts intangible benefits
Prefers the weem “income generation”
Prefers the term “enterprise”

Prefers calling projects “projects™
Uses “equity ™ 1o mein social cquulity

Values community development skills
on sttl somewhat more than technical
and business skills

Antitrickle-down the. ry

Willing to compromise short werm busi-
ness viability for long term social gain

Tends o seeindividual empowerment
as preceding enterprise viability

medium scale, we believe that a key
characteristic of eftectiveness is the
degree to which the enterprise is
rendered ecconomically viable, This
means that ultimately the outputs
must be greater than the inputs,
However uncomtortab'e this “hot-
tom-line™ approach may be, it is the
only real cheek against the delusion
that, because one is assisting the
enterprise, one is engaged in enter-
prisc development. If the enterprise
cannot stand on its own after the
intervention, cannot niake u profit,
then it is not a viable enterprise.
There may be social reasons o keep
it afloat but not cconomic ones.

BUSINESS-CENTERED
High degree of social conscience
Tends o middic of the size scale

Tends to see poverty as more a function
of cconomics than of social injustice (or
atleast 30-50)

Neutral or positive vis-a-vis big business

Comfortable with capitalism; if anvthing,
somewhat uncritical of it

Prefers tangible benefits

Prefers the terry “profic

Prefers the term “business™

Prefers culling projects “husinesses™ or
enterprises

“Equity™ is business werm meaning asscts
held by owners ina business

Values echnical and business skills much
more than community development
~kills

Neutral on trickle-down theory

Less willing 1o compromise short term
business viability for long term social
gain

Tends to see individual cmpowerment

asaresultof enterprise viability
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We recognize, however, that
there is a wide range of approaches
to this question of viability of the
enterprise. The differences have 1o
do with whether the PYO s basic:
ally business-centered or socially-
centered. These may be seen as
cultural characteristics of the
organization,

Ly

VIII. CARE IN STAFF
SELECTION

A kev charactieristic of effective
enterprise development organizi-
tions is the care with which seaft
are hired. While it is a clich€ w say
that un organization is its people, it
is one of those truisms that is 1o
often dismissed in practice.

Long terne effectiveness tlows
from committed statl: people who
will stick with the organization,
apply their learning over time, he-

come experts, Low turnover of st

(as a function of organizational care
in hiring rather than as o function
of organizitional seleness) is i key
to cffectivencess.

Along with this goes a com-
mitment to a high pereentage of
local national staft in positions of

* A PRIMER—PRINCIPLES

responsibility, An overseas program
ot a US. PVO will have a better
chance atall the elements of effect-
iveness we defined carlier it its staft
has the depth of tocal knowledge
and the permuanence that onldy local
people can provide,

IX. A SYSTEMS APPROACH
TO GRASSROOTS WORK
WITH ENTERPRISES

PVOs have long claimed that they
have a speciol ability o work "t
the grassroots,” hecause of their
philosophices, relatively small size,
and relatively lower overheads. The
presumption hiis been that this is
where social and cconomic change
must begin, and so this ared, one
where major plavers in the devel-
opment ficld have not set foot, is
the fegitimate and fruitful werritory
ol the PVOL Tt is also considered the
right place to work for moral reasons,
because it is att the grassroots,
among the poor and often disen-
franchised, thae the most help s
needed.

The problem with grassroots
work. however well-intentioned, is
thut the fruits of it can so casily end
up in a vacuum, isolted and incon-
sequential in the farger scheme of
things. It may help to cure some of
the symptoms, but does not often
curce the discase. Tronically, practi-
toners of pure Qrassroots projects
can sufter from precisely ihe ail-
ment they are trving o correct:
being ignored, isolated and
disenfranchised.

Agricultural subsistence is a
part of the farger cconomic system
only in the most wechnical, almost
negative sense. Subsistence farmers
live ina country, but neither parti-
cipate inits output nor draw from it.
The need s to ereate agricultural
cnterprises that are productive
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bevond mere subsistence. These
have the potential *o hecome real
clements in J Yarger system. When
grassroots work is conceived of 1n
this way; it is impossible to ignore
the need to work in more than one
dircction—baoth the “botom” and
the “top™ must be actively influ-

cenced for effective and lasting
change 1o take place,

We have found that by devel-
oping enterprises at the grassroots
while, at the same time, working
with institutions at or near “the
top,” over time, significant changes
in policy can be fostered. These
changes have enormous potential
cconomic effects on an entire com-
modity sector. In effect, by viewing
grassroots agricultural production
as part of a targer system, and by
mustering dati over time in ur-
ticular commodity arca and hiring-
ing that data o the attervion of
policy makers and institations which
intervene in policy, we are able 1o
play arole tat is an intricate com-
bination of grassroots evelopment,

institution building and repheation,
allat once

In short, the pay-off of sus-
trined and focused work in a com-

modity system is precisely that which
the major donors are looking for in
the cighties: results which are sclf-
sustaining, reltively low-cost and
replicable,

X. A GOOD BALANCE OF
CAUTION AND RISK TAKING

In enterprise development in par-
ticular, a PVO iy dealing with some-
thing that is risky by its VEry nature,
There are some significant differ-
ences between a PVO starting agri-
cultural enterprises in the Third
World and starting a business in the
“normatl” way,

The nemal business takes the
risks and spreads them at arm's
length among banks and other sup-
plicrs of capital. If the business fails,
the “owner,” through various legal
mechanisms, can still come out of
the experience with his/her personal
assets more or less intact. The
banks can write off the loss, But in



our business, being a PVO, we are
using other people’s money o do
good rather than investing it tor
them for profit, and we are also
asking low-income people o put
up substantial amounts of their
OWN Meager assets as equity in the
enterprise (in fact this is a pre-con-
dition to our help). When there is
failure, it is not failure “at arms
length.” It is quite palpable and
serious,

We are not suggesting that our
task is technically more difficult,
but rather that we carry a greater
burden of responsibility not o tail.
This means that we must balance
caution and risk-takinyg very care-
fully. One of the first clements of
caution is the recognition that rural
enterprise development is “hard-
ball” —it is nor something to be
done on the side or something that
one dabbles in. It requires a major
committment of organizional re-
sources over considerable time. It
means having a permanent core
stft, rather than hiring people on

A PRIMER—PRINCIPLES

contract for short term assignments.
It means sticking with an enter-
prise, even if it Jooks like a less than
perfect choice has been made. T
means sceing the job through, even
though some resources of the or-
ganization may be tied up for longer
than planned. It means constant
adjustment and flexibility:

We feel strongly that (he effort
is worth it. Successful enterprises
can add real money o 2 rural econ-
omy, as Technoserve has shown in
its work with agrarian reform co-
ops in El Salvador. They can create
permanent employvment, as we
demonstrated in Paniima, And they
can put systems in place which mean
significant additional credit through
properly operating savings and
credit societies, such as the ones
Technoserve has assisted in Kenya,

To be effective in enterprise
development, it is essential to see
the nature of the task clearly: To
take it on unprepared is not only
likely to result inineftectiveness,
but is likely to cause harm o those
one intends to help.
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REPLICATION & DISSEMINATION PROGRAM

Technoserve's Replication and Dissemination Program combines re-
search with an effort to document our experience and apply the results
na number of new settings.

The fundamental thrust for R & D activities remains strongly con-
sistent with that of the history of ‘Technoserve 10 date—-continued
sclf-examination and learning so that our work of improving the lives
of low-income people can become more effective,

The papers inour FINDINGS 86 series as well as the CASE STUDY
series dre meant o share our experience and stimulate debate and
dialogue with others who are concerned with Third World problems,
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