
CSM/No. 58
 

COMMITTEE OF DONOR AGENCIES FOR SMALL ENTERPRISE DEVELOPMENT 
World Conference on "Support for microenterprises"
 

Washington, D.C. U.S.A.
 
JLune 6th -.9th, 1988
 

Serving Micro-Businesses in Two African Countries
 
By Michael Schulz
 

Hosted By
 

U.S. Agency for International Inter-American Development

Development 
 Bank
 

World Bank
 

Paticipting 4)reft',' 
Afncan DtecopmerI Bank. Asian Development Bink. Caiue Lenlrnle de cooperlion emnonmilnc (France); Canadian Internaional Development Agency. Commision ofEuropan Communi :s. Expon-Impon Bank lJapan); Finnish I-iernliionIl De elopren Agency, German Agency lot rechnical Cooperation. German Minisir for rechnicii.oopera1ion. International LAbuur Office: InterAmeiscan Development Sank. Kreditainsalt fur Wrideraufbau KI (Germany); Netherlands instry rr DeelopmientCooperation. Noriegian Agency for Intemitional Deelopnmfni. Oversca Development Adminltrition jU K.); Overseas Economic Cooperation Fund Japan) Swedishlnternatioial Dgveiopment Authoni. Swlu Deeltopmen Coopcr&tiofi. L.ntird Nations in'

t
dtznalt Development Organiitn; U S. Agency for Intcrnational Development. The

world Bank 
Secretanat and Mailing Address. 1I1 H Street. N.W. Room N-9033
 

Washington, D.C. 20433. USA
 
Telepho.ie: IArea Code 202) 676-1695/676-0354
 

Cabic Aodresi-INTBAFRAD
 

http:Telepho.ie


hichael Schulz
 

SERVING MICRO-BUSINESSES 
IN TL4O AFRICAN COUNTRIES 

- Some elements of successful planning -

AdiscussionL paper 

prepared .or
 

Deuts:he Gesellschaft fiir .
 

Technische Zusammenarbeit (GTZ) GbH
 

Postfach 5180
 

D-'2363 Eschborn 1
 

Wiesbaden / Khartoulrm 
May - December 1936. 



CONTENTS
 

INTRODUCTION 

2


Meeting Micro-businesses on Their Own Terms 5 

YAMBANI PANG'ONO - NDIKUKULA KWAMBILI
 
Econoric Promotion in the Kalingalinga
 
Integrated Upgrading Project

PROJECT BACKGROUND 
 9
 
PZESEARCH AND STAFF DEVELOPMENT 
 11
 
MICRO-BUSINESSES IN KALINGLLINGA 12

OBJECTIVES AND CRITERIA 13
 
SFRVICES AND CONDITIONS 15

RECORDING AND DOCUMENTATION 17
 
PROCEDURES AND JOB DESCRIPTIONS 18

SERVICE DELIVERY AND XANAGEXENT 19
CLIENT RESPONSE AND CURRENT ACHIEVEMENTS £1
 

THE PORT SUDAN
 
SMALL SCALE ENTERPRISES PROGRAMME
 
Serving the Informal Sector 
of an Entire City

PROJECT BACKGROUND 
 25
 
RESEARCH AND STAFF DEVELOPMENT 26

PORT SUDAN AND ITS INFORXAL SECTOR 28
 
OBJECTIVES AND CRITERIA 33

SERVICES AND CONDITIONS 34
 
RECORDLC AND DOCUXENTATION -

PROCEDURES AND JOB DESCRIPTIONS 
 39
 
SERVICE DELIVERY AND XANAGEXENT 39

CLIENT RESPONSE AND CURRENT ACHIEVEXENTS 42
 

SOME CONCLUDING OBSERVATIONS
 
FOR PLANNERS AND PRACTITIONERS
 
The Quest for Creativity and Hands-on
 
Approaches 
in Design and Management 
 46
 
SOURCES AND VOLUKE OF FINANCE 46

INSTI16TIONAL SET-UP 47 
PROJECT OUTREACII 
 48

RESEARC1 AND STAFF DEVELOPiENT 48
 
OBJECTIVES AND CRITERIA 49
 
SERVICE, AND CONDITIONS 49

SERVICE DELIVERY AND RANAGEMENT 51
 
RECORDING AND DOCUMENTATION 52
 
r,=1ITORING AND EVALUATION 
 53
 



2 

INTRODUCTION
 

This paper, tor the author, marks the temporary end of four years of intensive
 
work in micro-business development. For its intended readers, it is supposed to
 
stimulate their ongoing work, be it as implementers or as planners. They will 
bear with the author for allowing some of the chaos of daily life in a project
jamming this presentation without being able to capture the real fabric of this 
exciting life. 

The empirical material is taken mainly from two projects which differ in all
 
major aspects, except their approach to micro--businesses and programme

development. To quite some degree, this approach is the product 
 of cross
fertilization between these two and a budding third project, as the author, for 
more than a year, worked with them almost simultaneously. Begun consecutively,
opcrating under different politico-economic conditions in different socio
cultural environments and, perhaps more important, in totally diff-nt 
institutional set-ups, these projects have elaborated certain elem. s of this
 
approach to varying degrees. They provided mutually encouraging experience to
 
strengthen the author's confidence in
 

- selling services to micro-businesses; and 

- synchronising research, staff development and programme design, 

which this paper is all about and which the author, with varying success, could 
convey to his colleagues in the field and at the desks. 

The paper further attempts to show that
 

- micro businesses need permanent access to certain services; 

- this, in turn, requires highly specialised service agen..e', 

- which can and must sustain their-operations from the returms on 
-the sales of these services;
 

and what methods and tools have emerged in two of the three projects as being

instrumental in getting anywhere near these objectives. 

The Port Sudan Small-scale Enterprise Programme (PSSEP) was initiated by Euro 
Action ACORD, London. It operates with 28 local senior staff from five 
branches

which today reach out to all squatter and fourth-class residential areas of Port
 
Sudan. As of June 1936, i.e. 
two years after it delivered its first service to a

client, the PSSEP has reached out and sold a variety of services to appr. 1,800 
micro-business operators. Appr. $ 800,000 have been turned 
over in loans, the 
overai" principal outstanding been raised to appr. S 300,000 and the detault 
rate has continuously dropped, to currently below 0.3%. The interest 
on the
 
loans together with tees collected ior other services, some time next
 



year, may pay for all recu.lrent field expenses of the agency. Together with an 
increase in charges to also cover inflation, the 2' senior staff, as a collective 
entity, will then have to finally decide on the institutional future of the 
ESSEP. Over the past three years, they have prepared themselves thoroughly for 
a transformation of all local operations into an independent private service 
agency and the ultimate discontinuation of all outside financial and managerial 
inputs. 

Yambani Pang'ono - Ndikukula Kwambili (start small - grow big) is a small unit 
of the Kalingalinga Integrated Upgrading Project in Lusaka/Zambia. It is 
administered by the Lusaka Urban District Council (LUDC) and financed by the 
GTZ. After some unsatisfactory attempts to promote economic activities through 
local NGOs, a new approach was launched in June 1985, based on the Port Sudan
 
experience. The first loan was disbursed on October 31st, 1985 and by
 
March 21st, 1986 a total of 84 loans had been received by 40 clients, of which
 
47 had been fully recovered already. With only 3 field staff and a oortfolio in
 
the Revolving Loan Fund gradually increasing to merely $ 5,000, 1, s expected
 
to have turned over appr. $ 20,000 and have served perhaps 130 cI :nts by the
 
end of 1986. In the process of being fully integrated into the lccal government 
administration, the project would not necessarily have to depend on recovering
its recurrent expenses. However, with interest rates ranging from 60% to more 
than 400% v.a. and at the present growth rate, it will recover all expenses,
including inflation, some time early next year. Particularly in this respect,
Yambani Fang'ono - Ndikukula Kwambili has well applied the lessons learnt in 
Port Sudan. In addition, the LUDC is considering the replication of this pilot
project in other low-income areas of the city. As a means of financing this 
replication, the LUDC is pursuing forms of mixed financing, probably with the 
Small-scale Enterprise Promotion Ltd., a private lending institution, founded by
the Development Bank of Zambia, the Netherlands Development Finance Company
(FYO), the Zambian Trade Union Congress and the Friedrich-Ebert Foundation. 

It iE particularly this latter approach to financing the risk of inflation 
through State-subsidised loans from commercial lending institutions, which may 
be of interest in a third project. -


The final outline sugges s 
separate branches with a relevant and interested bank in one or a number of 
Egyptian middle-towns which would serve micro-businesses only and would 

pty.p o create special units or, preferably,
 

recruit half of its staff in the area(s) to be served. Interest rates and other 
charges would ultimately have to cover all recurrent expenses, i.e. to be 
perhaps double as high as the government-prescribed rates. Currently
 
(May 1986), the scheme is seriously considered for implementation by the 
governmental Principal Bank for Agriculture Credit and Development branch in 
Dumiat and the private-sector National Development Bank in Sharkeya. The credit 
portfolio and all recurrent expenses will be borne by these banks, while the 
Ford Foundation may pay for the costs of research and part of the training, 
and, in the build-up phase, may guarantee for 25% of all defaults. 
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Meeting Micro-businesses on Their Own Terms
 

For years now, the informal sector has been the focus of hot debates, in
 
academic circles and in development agencies, as much as between the two on the 
one hand and national governments in Third World countries on the other. Their 
irrelevance to the survivial and growth of the informal sector is becoming

increasingly apparent. And the few successful programmes of assistance to the 
informal sector have come ,:,out mostly not because but despite of these 
debates.
 

Academics have been busy to indiscriminately collect masses of data, to create 
universal concepts and models or to refute them. The dualist concept of the 
informal sector as a traditional remnant, as opposed to a modern industrialised 
economy, for example, was first developed in Africa, vet is criticised with 
reference tc the totally different Asian context. Neo-liberals are locking at the 
informal sector as a market paradise lost. Romanticists of all cr; .isdeclare it 
. alternative to modern evils, such as "mass production", "bureau icy",

"nsumerism" etc. And for some self-styled Marxists it represent all evils of 
capitalist modes of production, ranging from false class consciousness over 
child labour to exploitative dependency.
 

Deveionment agencies, led by them stress the economic growth potential of 
he in:orma± s2OL ao, . t iit to solve the problems of 

underemployment, to accelerate original accumulation, to spearhead technological

innovation, to re-distribute wealth or to achieve similar miracles. Community
oriented grassroots oganisations have chosen the informal sector as a target

for "affirmative action" in favour of either ethnic minorities or women, and, in 
return for harnessing it for a common good, demand subsidies and protection for 
the informal sector.
 

National governments, implicitely or explicitely, regard particularly the urban
 
informal sector as a nuisance and an eye-sore, which they may not manage to 
get rid of but which they have no intention to actively and effectively 
encourage.
 

The one trait shared by all is, that they do not meet informal sector or micro
businesses on their own terms. To varying degrees they have failed to 
realistically
 

- appreciate the socio-cultural and socio-psychological aspects of 
their environment; 

- assess their opDortunities for growth, income generation, job 
creation, innovation etc. or rather identify the level at which
 
such opportunities can be eXploited; 

- specify and rank the constraints on them; 



- suggest objectives forintervention; and 

- design appropriate methods and measures of intervention 

in a particular and defined economy. This failure is rooted in the deep 
institutional, conceptual, operational anO aspiration gap that separates what, 
for good reasons, has been called the informal sector from the formal agencies 
that wish to study, rescue or even demolish it. 

'What we have come to learn in Port Sudan and Lusaka and will be applied in 
Egypt is that the informal sector has no room for extravagancies, no need for 
imported "appropriate technologies", group experiments or book keeping systems; 
that its operations escape the instruments of feasibility studies and marketing 
research; that there is a thin and delicate border line between under- and 
overcapitalisation; that serving informal sector businesses is an informal and 
personalised undertaking; that, in short, there is no blueprint for assistance to 
the informal sector. Regional, national, local and personal circur -antes shun 
standard responses. 

Depending on regicnal and national economic conditions, histories etc., micro
businesses and the informal sector in Third World countries have reached
 
different stages of development and, on the surface, are linked to the formal 
sector in different ways. At core, hawever, and in whatever shape, the informal 
sector is the indispensable functional complemcnt of its terminological
 
opposite, the formal sector. In any given overall economy and in varying forms, 
the informal sector serves the same function the homelands are supposed to have 
in the Apartheid system: it is instrumental in keeping the costs of producing 
and reproducing the commodity "formal sector labour" down, both directly, for 
the formal employers, and indirectly, for the State. As such it is an integrated 
social system, not confined to purely economic activities but encompassing 
health, housing, schooling, training and other amenities. Altogether they provide 

- shelter from un(der)employment; 

- retirement from formal sector employment; 

- complementary sources of income for underpaid formal sector labour; 

and, most important,
 

- cheap and sub-standard housing food stuff, consumer goods, 
transport, entertainment and social amenities. 

The poDulation of most Third World countries is growing at rates between 2% 
and 4'. p.a.; their urban populations grow by multiples of these rates. 
Particularly in Africa, the officially measured rates of economic growth and 
employment, however, are declining. And yet, these exploding masses of urban 
poor seem to be surviving far better than their supposedly food-growing rural 
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cousins. This miracle of true self-relianco and sell-help has come to be called 
"the informal sector", and it is here to stay. The informal sector may look ugly 
and defy all models of a just and healthy society, but it grows and develops 
according to its own laws.
 

The basic decisions underpinning the three programmes described here are 

- to support this spontaneous development of 
the informal 
economic sector; and 

- to focus on micro-businesses as its smallest units; 

i.e. to start with and appreciate the needs of existing micro-entrepreneurs, 
their individual aspirations and potentials for growth, change and innovation, 
and to respect their outlook on business and life i, general. 

These are only the first (mental) steps towards practically doinE away with the 
institutional, conceptual, operational and aspiration gap and creating highlya 
sDecialised service agency, which can provide permanent access to services and 
can sustain its operations from the sales of these services. 

However, in actually
 

- trying to get close to the customer - the micro-business 
operator -;
 

- fostering commitment to service and reliability in the agency; and 

- increasing sales of services and profits from them; 

we soon learnt to almost ignore the general descriptions and solutions offered 
by the growing body of studies, reports and papers on the informal sector. We 
increasingly became informal businesses in our own rights and adopted business
like practices-4n product design, marketing, management and recruitment. 

We learnt to meet micro-business people as business people and have thus
 
narrowed the gap. 95% of our customers may not possess what is called the 
achievement-motivated personality or represent the passionate and instinctive 
entrepreneur. In fact, most of them hate their occupation, have little confidence 
in its future and would prefer a job with a steady income. But they know pretty 
well that there is no alternative. They have overcome apathy and resignation 
and they are out to make money and to fend for themselves and their families. 
More importantly, we appreciated that as business people who live on the margin 
01 existence and have learnt from bitter daily experience, they know the 
ia:wuage of money, they know their market, their opportunities and constraints, 
their strategies of staying in business far better than we may ever be able to 
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know. Yicro-business operators-have a lot to teach and can perhaps learn very 
little from, normally ill-equipped, development agencies. 

The projects described here stand for an attempt at face-to-face cooperation, 
based on equality,, between a promotion agency and micro-businesses, 
characterised by mutual benefit, clearly defined functions and for clearly
 
defined purposes.
 

The projects confine themselves to those services which are
 

- tbo big as to be managed; 

- too complicated as to be understood; and/or 

- too costly and long-term an investment as to be advanced 

but which, appropriately dismembered and wrapped up, 

- can be paid for

by micro-business operators. 



YAMeANI PANG'ONO - NDI1.KUKULA KWAMBILI
 
Economic Promotion in the Kalingalinga
 
Integrated Upgrading Project
 

PROJECT BACKGROUND
 

Kalingalinga, as a settlement, is one of the oldest squatter areas of Lusaka. Itprovides village-type housing for appr. 2,500 families or 12,000 to 13,000individuals. In almost all households at 
least one person earns a regular income
from wage labour or other if low-paid employment (domestic service, watchmen,
etc.). Historically a stronghold of the 
 former (ANC) opposition to the ruling
and now only political party, the UNIP, Kalingalinga, for long, had been
neglected by the local authorities, in terms of town planning and development.
More recently, it had become both an eye-sore and an attractive piece of land
for expansion, as it is located in 
a strategic position along one 7--:-in 
road to
the international airport and near high-income quarters, the univc 
 :tv, the

mass-media complex etc. Despite five years of upgrading, the quest for its

demolition is still 
a recurrent theme in the press and in parliament.
 

At the initiative of a resident German missionary and advisor to the Ministry

of Agriculture the GTZ got in'volved with the Lusaka Urban District Council
(LUDC) to jointly improve the area. The GTZ ultimately signed an agreement totechnically assist the LUIDC in the upgrading of Kalingalinga in 1980. The
project itself was to be administered by the LUDC, but funded by the GTZ,
through a grant under the bilateral aid programme. Apart from pursuing
conventional upgrading tasks, the project agreement stipulated to also promote
economic grassroot development and to sub-contract this component to a
 
supposedly ccmpetent local NGO. 

While the physical upgrading progressed for almost five years, economic 
promotion 
never appeared to have produced tangible results. Two local NGOs,after more than two years of experimenting with a group approach, women's workand general community development efforts, had failed to meet even minimalexpectations. In addition, the first German shuttle expert, assigned to assist inthe physical planning for a number of months every year, had taken on to alsolook after economic promotion. His ideas of economic promotion were shaped by"az.propriate technology" concepts which he felt were relevant for the overall
physicai upgrading and could create economic opportunities in Kalingalinga. Whatamounted to his interference and impositions undoubtedly increased the general

confusion 
over what eccnomic promotion was all about. 

Finally. in late 1984 another German architect replaced the first expert, and
th_ LDDC took the eco;:omic promotion component in their hands, withoutown
necessarily knowing what to do about it.The Zambian coordinator for the
overall project, at suggestion the GTZ, visitedrhe of the Port Sudan Small
scaie Enterprises Programme for two weeks in earlv 1985, and it was 
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subsequently agreed between the LUDC and the GTZ, that the author, in a two
stages consultancy, shouTd help the project in designing a new approach to 
economic promotion, based on the Port Sudan experience. 

The author had worked in Zambia before and knew that this country does not 
provide a very conducive politico-administrative environment for assisting
truly informal activities. All relevant laws, by-laws and regulations prescribe
licensing, observance of European-standard health regulations, safety measures 
etc. and ban hawking, pecidling, street-selling of cooked food in general and all 
ecoromic activities in residential areas. The cadres of the ruling UNIP are 
particularly hostile toward what is officially called profiteering and 
exploitation, and the Party has published a 1986 calendar that on twelve pages 
portrays micro-businesses as the incarnation of exploiting the masses. A Youth 
Vigilance Force has been given the power to take action against, among others, 
street sellers. 

Generally, development agencies regard Zambian employees as not t stworthy and 
inefficient, "bene.ficiaries" of development projects as overdemand . and 
overdependent and borrowers in credit schemes as particularly bad risks. 

On his arrival, two 
the LUDC, wEre 

women, one 
administering 

em
more 

ployed 
or 

with 
less 

Project 
listlessly 

funds, 
the 

another 
approach 

seconded by 
to economic 

promotion that the last local NGO and the previous shuttle expert had left 
behind: 

- a group of six to ten women coming to the Project premises to make 
candles and soap and knitting together was on the brink of total collaps 
after the death of one key member; 

- a newly "recruited" group of six men was waiting for the disbursement
 
of a loan to start producing laterite-cement blocks within the
 
Project premises;
 

- three interest-free loans with a principal of almost K 2,000 in 
arrears 
for more than a year; 

- workshop facilities within the Project facilities provided free of charge 
to a carpenter and a motor mechanic. 

No clear records were available of financial or non-financial transactions. The 

staff complained of 

- lack of guidance-and purpose 

- general negligence for their job on the part of the LUDC 
administration 

- constant interference from and favouratism demanded by local 



Party officials. 

They had never done any systematic analysis of spontaneous economic activities
in Kalinsalinga. Neither their own experience in similar undertakings nor their 
common sense in such matters had ever interested anybody. 

In short, the situation very much confirmed both expectations and prejudices.
 

RESEARCH AND STAFF DEVELOPKENT
 

As a first measure to contain the situation, all ongoing and planned efforts at
training skills, forming groups, setting up new "businesses" with new
technologies in new trades were stopped. The author designed and carried cut athree months training course in micro-business promotion for the 7wo women

plus a group of four young men, who had been employed as traine, for theoverall Project. In content and basic methodology, the course res;:ied the onedeveloped in Port Sudan (below), only that the lower level of education and life
exoerlence of the Kalingalinga staff, their initial lack motivationof and the
short time available appeared to require a more active frominput theccnsultant who ended up doing the actual classroom teaching. Aiming at their
lull participation in planning a new design economic
of promotion anddeveloping their capacity to implement and manage it on their own, the course 
consisted of three major elements:
 

- studying and discussing general issues related to micro
businesses and their assistance;
 

- getting to know micro-businesses and their operation in 
Kalingalinga; 

- learning the basics of business management. 

All course materials were prepared locally and with reference to localconditions. They are available as a set and for further use at Project level,
from the LUDC Pern-urban Section as well as from the GTZ - FB 312. 

The first element was meant as an introduction, partly using excerpts from
publications on the informal sector, partly visiting local agencies and bankssupposedly concerned with small business promotion and partly inviting experts
 
on the matter.
 

The second element consisted of two dlstinctly different methods: 

- a complete census of all self-employment activities noticeable in
 
Kalingalinga; and 
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- two frcld placements of ten days each with a micro-business 
in Kalin,alinga; 

which together served the double purpose of taking an inventory of and exposing
the course participants to actual micro-business operations. Due to lack of time 
and discretionary funds, the idea of letting the participants develop and carry 
out a defined business project on their own had to be dropped. 

The thirQ element, while touchin S upon such topics as marketing, costing, credit 
management etc., in the course of events concentrated on how to set up, keep and 
analyse records etc. as a preparation for an independent ,.d rigorous financial 
manazement of the micro-business promotion programme to be designed. 

In retrospective, it looks as if the element of exposing thesecond participants
 
to actual micro- business oerations could have been expanded at the expense of
 
the third element. Mainly due to their poor performance in basic arithmetics 
and the false but deep-seated accountancy concepts two of the br: -er 
participants had picked up at colleges, too much time was spent ::. the 
classroom that could have been c:ent in the field. 

Through the combination of smaill material incentives, motivation exercises, 
recurrent achievement control and a tight time table, most participants 
develoned a sense of discipline otherwise unknown in the overall Project. At the 
suggestion of the consultant, the LUDC transferred one participant from the 
project for continuous indiscioline, another failed to follow the course and was 
removed by the Project Coordinator. A third. participant left Project employment
for further education, after successfully completing the course. 

At the end of the course, the participants together with the Zambian Project 
Coordinator and the author sat together for a week-long workshop to practically
apply the lessons learnt in the classroom and in the fi .ld to designing a 
programme of micro-business promotion for Kalingalinga. 

XICRO-BUSINESSES IN KALIBGALIRGA 

The census and other field exercises had revealed the following situation 
characterisr..g the informal economic sector in Kalingalinga (figures as of 
June 1985 at the exchange rate of the US$ at the time): 

- there were_appr. 400 micro-businesses in operation (or temporarily 
hybernat.ng); 

- more than 80, of all micro-businesses were engaged in some form of 
retailing, i2% in manufacturing and % in repairs and services; 

- aor. >,., of the 2,500 households received their main income and 

http:hybernat.ng
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another 12,; or so a supplerientary income from some sort of micro
business;
 

- almost 80% of the micrc-business operators were women, of which 
93% were engaged in petty trading; 

- investment in micro-Dusiness with a total value of appr. $ 60,000 
came second to housing (with a stock value of appr. $ 500,000), 

- m4cro-businesses provided appr. 200 jobs in addition to the one of 
the owner and a total mcnthly income o appr. $ 16,000 (equivalent 
to 2,000 jobs casual labour Jobs in the formal sector); and 

- they turned over appr. $ 27,000 in consumer income every month. 

The main constraints on micro-businesses in Kalingalinga were id. -dfied as 

- heavy undrcapitalisation compounded by lack Df access to credit; 

- legal, admiristrative and political discrimination compounded by 
lack of stability and general confidence; 

- limited management capacity. 

The main opportunities were seen in 

- tapping a greater proportion of wealth earned by Kalingalinga 
residents;
 

- increasing the market shares of manufacturing, repair and 
services businesses.
 

OBJECTIVES AND CRITERIA
 

With the considerations as outlined in the introductory chapters of this paper 
in mind, the participancs in the workshop set out objectives, related to (1) 
programme operations, (2) micro-business promotion and (3) community benefits. 
It was decided to aim at 

- eventually recovering all recurrent field expenses, overheads and 
the inflation rate from fees, interest etc. charged to the clients;
 

- eventually exter.dng services to virtually all existing and budding 
micro-businesse: in Kalingalinga; 

- facilitatinS strictly impartial and non-selective appraisal of all 
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aDpolicants who meet the basic criteria; 

- maintaininz a high de-ree of FlexibilJty and expediency in 
desiigning individualised business planS with clients; 

2 - increasing incomes from micro-businesses in Kalngalinga; 

- stabilising and increasing the number of jobs and on-the-job 
trainInE facilities provided by micro-ousinesseZ in Kalingalinga; 

3 - widening the range oi co'nmodities3 and serviceo rndered by 
micro-bu:inezses in Kaiingalinga; 

- produ:ing and keeping more wealth in Kalincalinga; 

- and eventually reducing the (relative) price- of commciities 
and services available from micro-businesses through .creased 
corpet tion. 

The criteria to be applied were based on a number of considerations, such as 
the LUDC aporoval to operate, the security of Project funds, the feasibility of a 
business(idea), the ;ersonal prerequisites for survival in business, the need to 
spread the impact and benefits and the logistic impracticability of providing 
programme services beyond the community boundaries. An applicant wishing to 
buy services from YAMBANI PANG'ONO - NDIKUKULA KWAMBiLI must prove that she/he 

- is a Zambian citizen in possession of a valid National Registration 
Card; 

- has family responsibility inKainlin., 

- has been continuously residing in Kalinsalinga for the past 
three vears;
 

- is operating (or plan:Lilig to operate) a viable and socially and 
culturally acceptable business in Kalingalinga (ruling out gambling, 
lc-an sharking, prostitution, b]a . magic, dealing in stolen goods, 
.. , alcohol etc. but leaving legal definitions in 
-susp:erse), 

The research into micro-busiress operations in Kalingalinga had further 
suggested that 

- access to credit was more important than the costs of 
credit; 

- no business had an actual turn-over period for working capital of 
nore than live weeks; 
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- women faced great difficulties to safeguard their little capital 
and cash against family demands or their husbands' interference. 

SERVICES ATD CONDITIONS
 
In response, it was therefore agreed to offer the following services at the
 

described conditions (present rate of the Zambian Kwacha appr. $ 0.16): 

Maximum loan volume 25% over previous requirements (or loan) but not more 
than K 200 at a time;
Maturity equivalent to previous turn-over pariod, but 
no longer
 
than 9 days;
Rezayment 
 equal daily instalments, beginning the after loan
 
disbursement;


Interest 
 14' of total loan value (instead of prinzipal) per day;
Security 
 personal movable assets equivalent to the loan value
 
and a guarantor residing and owning a house in 
Kalingalinga and with a steady income of more than 
K 300. 

Kark!L. capital loans 

Minimum loan volume 
 K 200;

Maximum loan volume no fixed ceiling (practically appr. K 1,000), but not 

exceeding 25% of previous requirements for 
one turn
over period (or previous loan) at a time;Maturity equivalent to previous turn-over period, but 
no longer
 
than 5 weeks;
Repayment equal weekly instaiments, beginning the week after 
loan disbursement;
interest 
 2% of total loan value (instead of principal) per
 
week;


Security 
 personal movable assets equivalent to the loan volume
 
and a guarantor residing and owning a house in 
Kalingalinga and with a steady income of more than 
K 300. 

direpurch ae of -i_ and eQuiDment 

Yaximum loan volume at aK 1,000 time;
Xaturiv no longer than 20 months;
Repayment 
 equal monthly instalments of not less than K 35,
 

beginning the month after loan disbursement;
interest 4% of total loan value kinstead of princical) per 
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month;
 
Security all implements bought from the loan and, if felt
 

necessary and advisable, a guarantor. 

All charges for the loan facilities include payment for the compulsory advisory 
services (below). 

Bu s -dvisory service 

Available also to applicants not receiving loans. It includes on-'the-spot advice
 
during regular business visits on:
 

- how to make best use of the loan(s) received;
 
- how to mana;e casl, stock, capital investment and labour
 

more effectively;
 
- how to diversify and mix stock profitably;
 
- how to attract more customers through improved cleanlines
 

.display, advertisement etc.; 
- how to develop and make good use of appropriate basic records; 

wherever it applies and makes good sense. 

The service as such, at oressure frnm the LUDC, is iree of charge and available 
to clients for a limited period of only. The length dependtime will on
individual needs and is expected to be longer in the case of start-ups. 

in some cases of loan applications the staff may deem it necessary anfor 
applicant to subscribe to a period of advisory services before she/he can

qualify for a loan 
or a client can receive a subsequent loaa (in case previous
 
loa.n use was regarded ineffective).
 

Lzrkeatin an u- aitancep
 

- Identifying alternative sources of supply; 
- negotiating bulk contracts (particularly with the Project and the 

LUDC); 
- securing availability and delivery of supplies with bulk suppliers 

(State wholesalers, commercial farmers etc.).
 

Fees: 2 to lO%.commission on 
the total value added. 

Shop-, facilities-

YAFEA!I FANG'OXO - ND:KUKULA KWAMBILI also lets a limited number of business 
premises to micro-business operators at a rent set by the LUDC which, however,
is directly plowed into the Revolving Loan Fund. These premises are either
undcrutilised Project faczi-1tes or could be fordeveloped a specific applicant
&an- viable purpose within the Project premises. 
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The registration fee of K 2 is non-refundable.
 

re-register and pay another K 2 registration fee if during
An applicant must 

process she/he misses any appointment without prior notification.the appraisal 

Equally, an officer missing any such appointment has to pay K 2 to an applicant 

from her/his own pocket. 

or client is required to fully cooperate in establishing a true
An applicant 
her/his home situation and the state of the business (idea/plan), Thisp3.cture oi 


visits by the staff andentails <sometimes repeated) home and business 

-ndependent enquiries from neighbours etc. 

Any attenDt at decei-t will result in discontinuation of services 2nd, wherever 
goods bought m the loan an p1icable, appropriation of security and remaining 

(until full payr2nt of the loan plus accumulated interest) and dis-jalificatien 

for any future assistance. 

have to be made at the field office. Continuous late paymentsAll payments 
requiring follow-up visits by the staff will result in disqualification or 

susoension of services.
 

RECORDIXG AND DOCUXENTATION 

to record particularly financialSimultaneously, a system was set up 

transactions, as the ordinary LUDC accounting system does not allow expedient 

handling of cash and has no procedural provisions fo: revolving funds. This 

system comrises of 

- registration forms 

- numbered receipts and invoice books 

- loan and rental agreement forms
 

- the working ledger with provisions for instant analysis
 

- the client account cards
 

- the client log book3
 

or respective transactionswhich ar. reouired to be filled entered into as the 
balances and immediatetake place and, thus, facilitate instant checks and 


auLic ng, if deemed necessary.
 



Is 

In acLdition, a client will sign any changes in her/his principal in the client 
og ook.
 

Twice a month a balance sheet, a p:'ofit & loss statement and a cash flow 
statement are prepared by the field officers, and regularly checked and verified 
by the LUDC Audit Section in the field. The field staff also prepare fortn:ghtly
cash flow projections for their own information, reflecting expected instalments 
to be paid in and new loans to old clients to be paid out. 

Furthermore, all household and business data elicited during and after the
 
standard appraisal process 
 home visit and business analysis) are entered in
 
the client Io S book, providing a growing body of data, case histories and socio
economic information and facilitating easy monitoring and evaluation as well as 
further planning. 

PROCEDURES AND JOB DESCRLPTIONS 

Thc basic procedures to be followed in dealing with applicants and clients were
 
laid down as follows and specified in more detail in the actual programme 
document): 

1 general promotion of services
 
2 individual calls on prospective applicants
 
3 careful explanation of criteria, services and conditions and the
 

purpose of a revolving loan fund in the appropriate vernacular 
4 filing of ap:lication and collection of registration fees 
5 home visit; establishing family composition, income, general

Living conditions, residential history and personal trustworthiness 
of applicant (as judged by fieldworker resoonsible for case) 

6 enQuiries in neiwhbournood as to an applicant's trustworthiness 
7 business anaivsis; establishing basic business data and its history 

as well as the (potential) viability o: the business ,idea/olan), out
lining a n'ore detailed business plan with client etc. 

8 presenting findings and the joint client-fieldworker's request to 
the micrc-business promotion team for discussion, andrefinement 
appraisal
 

9 deciding on k:nd, volume and particular cond:tions of assistance10 reinting team decision to applicant and flnaiising cortract 

1i disbursing the loan 
12 monitoring te development of a c!ient's busjh,-zss; advisinS the 

client in the process
13 recovering the loan 

14 determining volume and conditions of loan with full etc.new team 



If for any reason the respective fieldworker or the team as a whole in the 
process feel a client is not reliable, they may disqualify her/him or suspend 
services !or any period of time.
 

The job descriptions were designed and worded in such a way that they are 
closely related to the specific task of micro-business promotion and reflect the 
service- and achievement-oriented approach of YAMBANI PANG'QNO - NDIKUKULA 
KAMBILI. As such they do not specifically state the routine duties of . LUDC 
officer, but take their proper and timely execution for granted. And while the 
overall assignment is highly structured, it is understood that, for the sake of 
smooth operations, everybody must be capable of fillinS in for everybody else 
(be it attending to somebody else's case load, record keeping, recrt writing or 
any other duty). 

Objectives, ser-vices, procedures, job assignments and recording devices lorm an 
inter-at& system in which one element supports the other. Any m ;r change in
 
one element will instantly require appropriate changes in all at. elements.
 

The procedures, techniques and the whole system was practised with phony cases
 
an- transactions and dummy cash, forms, books etc. two weeks, until
for the
 
LUDC administration, rather unexpectedly, approved the experimental
 
implementation of the programme in the form presented above. 

A Revoiving Loan Fund of initially K 5,000 (plus K 1,000 for staff incentives) 
was to be set u;, and the staff had outlined a special programme to recover the 
old arrears and selling assets left redundant by scrapping the old approach. 

After azreeing with the staff 
on certain target figures to be achieved by 
January 31st, 1986, the consultant left the country in early September 1985 to 
return in early January for another 3 months. 

SERVICE DELIVERY AND XA.NAGEKEHT 

in terms of sustainability it may be too early to declare YAMBANI PANG'ONO -
NDIKUKULA KWAMBILI a success. Its sustained success, however, is closely linked 
to the wider institutional set-up of the LUDC. YA BAI P.ING'ONO - NDIKUKULA 
KVAMDiLi is only a minute part of the overall LUDC operations. It is rather 
unrealistic to expect an in stitution (employing more than 6,000 people and 
spendn several million US$ every year) to change its long-established and
 
cherisned bureaucratic culture, style and procedures for the sake of a small 
unit employing 4 staff and a prospective budget of not more than I 12,000. And 
there is an undeniable basic incompatibility between the LUDC ana cicro
business promotion in Kalingalinga that will remain a constant source of mutual 
irritation, To allow YABAN" PANGONO - NDI:UKULA KVAY EILI to work the way it 
is wcrin.: at present, is perhaps taxing the ultimate limits o. the LUZi, 

-a c-n trative tolerance. That key of icers serizuz consice- to re.l.ca-. the 
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Kalingalinga experiment in other low-income quarters of Lusaka demonstrates an
 
unforeseen sense of innovation and commitment on their part. If the basic
 
incompatibility would be appreciated by all 
parties concerned, it could be 
reduced to an ordinary managerial matter to live with. 

A look at the current achievements from the perspective of narrowinw the gaps

between the world of the informal sector and that of formal instltutions will
 
indeed disclose that, apart from appropriately designed services, management

and style are the crucial elements. YAMLANI PANG'ONO - NDIKUKULA KA,31l
strives for becoming an intermediary agency which requires 

-
 a clear sense of purpose,
 

- clarity of structure,
 

- expediency in procedures,
 

- modesty in style and
 

- empathy on the part of the staff.
 

To maintain and elaborate these characteristics in delivering services requires 
effective managemen. 

Micro-business operators not different from other businessare operators in
that they appreciate the purpoe of business, which in the final analysis is to
make money. To lend money is also a business, yet a particularly risky one.
Therefore, to lose money means to lose reputation as a business. The clients in 
KalinSalinga do seem to understand the need for rigorous appraisal of loan
 
applications. They express Their confidence in YAMBANI PANGONO - NDIKUKULA
AMII
.V as a business by their general acceptance of the chaers, sincere
 

neSotiations of detailed conditions and 
 through steadily increasan demand and
punctual repavments. More than half of the clients have another cilent a3
 
guarantor. 7he staff demonstrate salesmanship by actively zolicitinF 
 new clients
and cnta. tly callinS on business operators and residents not yel served. They
let service and attention to clients supersede "office work"-.-

The clarity of structure is based upon a set of well-defined criteria and
 
conditions al.d is re nfzrced by the 
deliberate and comprehensive guidance prior
to acce:tina a arp!icat on. Most importantly, however, the clarity ies in the 
instant and imrartial appraisal process that is in the hands of the field staff
only and(: which not diurred by sometimes in:ompreaensible committee 

_ decisions. So far, only two out of 47 applicants had to be turned down because
the" had not met the criteria. ne early applicant withdrew because she had 
ost confidence in her ability tv "eet the stri<t conditions, but re-apolied


later and has become a reliable client since. Two others, who had missed
 
d 'therefore wor-e dropped, also re-appzie_ and are 
now ce ng

serve:. Cnl', two aopli:ants were turned down, be:ause the staff felt they would 
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take advantage., of their position in the community and not use the loan for 
a
 
business purpose.
 

Expediency in procedures merely expresses the overall business-like approach at
 
another level. For any business operator time is money, and to apply for an
 
expensive loan is 
a clear enough sign of an acute need, the response to which
 
cannot be delayed. The process of appraising an application in Kalingalinga,

despite its rigorous requirements and the amount of data to be collected, does
 
not take longer than two or three days, after which the actual disbursement, 
signing of contracts, issuing of invoices and receipts etc. is done in less than 
30 minutes. The payment of instaments takes no longer than 10 minutes. 

Modesty in style expresses itself in various ways: attitude and approach of 
staff towards clients, location, outlook and furnishing of the field office,
setting of office hours and rendering services at the clients' places of 
operation. The staff are polite, considerate and show respect for 'heir clients. 
The field office is located in a former carpentry shop, with neit ceiling nor 
proper windows, but with a sufficient number of comfortable chair- for visitors. 
It is open and attended to all day round, and the staff take inturns field
 
assignments and in breaking for lunch.
 

Micro-businesses are deeply rootod in and, in a sense, are extensions of their
 
operators' family life, culture 
 and society. To achieve improvements in micro
businesses requires devising highly individualised strategies. Respect and
 
modesty on the part of the staff must therefore be complemented by a growing
understanding for the particula-? socio-cultural environment in which they are 
working. This empathy is likely to flourish if dealstaff with clients on 
business terms, i.e. on equal footing, and if their jobs depend on their 
achievements in selling services and making sufficient money so as to maintain 
their jobs. 

CLIENT RESPONSE AND CURRENT ACHIEVEMENTS 

t eake of eimplifvins the presentation of figures-as per 17, 3,0 o only11
 
rounded figures are given.
 

The census estimated the total number of small and micro-businesses in 
Kalingalinga to be appr. 400. In a matter of less than 5 months, wito an 
original portfolio less $ 1,000 with 3 YAMBANIof than and only staff PANO'ONO 
- NDIKUKULA had out 40 (or theseKWAMBILI reached to 10") of businesses, 
extending 84 loans or a total loan volume of more than K 33,000 to them. Of 
these, 47 loans, representing K 22,000 have been fully recovered already. 

The average single loan amounted to roughly K 400 with a maturity of 3 weeks. 



o .. of the alients were engaged in-some form of retailing (as opposed to 82%. in 
business as census),the total population covered by the 25'. in manufacturing 

(census: 12%) and 10% in repairs and services (census: ") 

42 (or 17) of the clients were women. 

35% (or 14) of the clients were start-ups of which only one failed to survive. 

The actual repayment rate amounted to 100"/. The only default of K 300 was fully
recovered from the zuar-antor, and all accumulated interest paid by the field 
officer responsible for serious flaws in appraising this application. 

Not one Kwacha was lost to financial mismanagement or imbeoclement by the 
staff. All accounts are properly balanced and have been verified by auditors. 

The Revolving Loan Fund was started (with a 12 weeks delay) in cvember 1985
 
with an initial transfer of K 6,000 from the main Project account -.to the
 
separate bank account 
 for YAMEANI PANG'ONO - NDIKUKULA KVwBILi. -..f these a
 
sLM of K 1,000 was set aside tor staff tncentives and petty expenses. rhe
 
realnader of K 5,000 can be considered the .nitial portfolio.
 

As of 17. 3.1986, the portfolio has grown to K 12,500, or by 150% over and 
above the initial net investment. The increase stems fiom three separate 
sources:
 

- K 3,400 have been generated by selling redundant assets; 

- K 1,800 have been collected in old arrears (while only K 150 
in old arrears7 had to be written off); 

- K 2,200 have been raised in fees, interest and commissions, 

it _s this latter figure in relation to funds actually revolving as loans that 
is of real value in assessing the viability of the Revolving Loan Fund and its 
chances to be safeguarded against de-capitalisation. As of 12. 3.i986 K 12,000 
are actually revolving, i.e. are outstanding as principals with clients. On the 
other hand, appr. K 900 are expected to be generated in fees and interest 
between April lst and 30th, 1986. This would equal a monthly revenue of appr.
7% .or 50% p.a.). Such a rate of return together with the present rate of growth
in the total principal outstanding (appr. 20% per month, increasing the 
outstanding principal to more than K 30,000 by the end of 1986) would cover all 
oavaiuat-on caused by inflation and a major share of the direct field expenses
 
and overheads.
 

Assuming K 15,000 p.a. in direct running costs and overheads, 35" inflation p.a.,
3% defaults co be written off and a yearly return oi 80% on the principal, the
 
actual. break-even point for the Revolving Fund would be nearLuan somewhere 
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permanent cperations and, at least, three are k,,u'n to have made substantialcapitai investments from cash freed by working capital loans, one can safelyassume that, as a rule, the loans have contributed to improving the business

concetrned.
 

As it is expected to have reached out to, at least, 130 or 30 of allbusiesses in KalingIinga) by the, end of 1986, one can further assume

substantial indirect improvements as a result of 
 increased competition,
stimulaticn through mutual transactions between different trades w:thiiiKalingalinSa and a higher degree of general confidence in the viability of
micro-businesses as such, which, in turn, may produce pclitical ramifications infavour o: micrc-businesses, at least at neighbourhood evel. 

Apart from the i- start-ups (including I :ailure, 2bjslneses sill vulnerableand 11 relative successes), 15 new paid jobs have been created with the help ofthe loans. Only one cf the s;art-ups had given up his previous jc3 all others
had no secure income prior to assistance. This together with the served
Feneral increase in investment 
 may again justify the conjecture, t also
family incomes have been stabilised, if lot 
 ir.orove§. This assumotion isconfirmed by the overall satisfacticn cite ,ex.cresswhen casually asked about
the general effects o:. the loans on their life. 

Ten of the forty clients served so far are frocerers. Te impact of YAMBANI
AI;GIONO - NDIKUKULA KVAMBILI on the sup ply of ?alingalinga with tasiccommodities is probably the most dramatic, and nobody had expected it to beachieved in five months only. T-hrough the loans, the ofvariety commoditiesavailaoie has increased substantially, and growinc competition has forced
those zrocerers even

who have not yet come for a loan to sell mealie-meal, sugar,salt, cooking oil, washing powder etc. in standard quantities and at reduced 
(i.e. standard) prices. 
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THE PORT SUDAN
 
SMALL SCALE ENTERPRISES PROGRAMME
 
Serving the Informal Sector
 
of an Entire City
 

PROJECT BACKGROUND
 

Euro Action ACORD (EAA), the implementing agency of the Port Sudan Small-scale 
Enterprises Programme (PSSEP), is a rather unique organisation in a number of 
aspects. These have to be described briefly so as to appreciate the not very
 
common institutional history 
and outlook of PSSEP as a budding local agency. 

EAA is an international consortium of 26 Vestern European and Canadian i;GOs
that have neither religious nor overt political ties (such as O:xfar. Radda 
Sarneni, Mani lese, or Deutsche Welthungserhilfe). Founded in 1972 a response
to the S:.,hei drought, it confines its operations to a Iaited num: of African 
countries only. EAA, in ccnt.ast to most of its members, is a strictly
imolementor- ai encv and has no funds of its own. A project is financed by
 
meaner conzrabutions, on a yearly 
 basis, to this particular project. The
 
headquarters, presently in
located London, and its few local representative

offices are maintained by a 10% taxation on actual project 
 expenses. Thus, the
whole organisation depends on the success or failure of its projects. The total
EAA budget has reached an unprecedented peak of apor. S 11 million in 1966. 

The Eeneral mandate of EAA is indicated in its acronym ACORD, i.e. Agency
Cooperation and Research in Dvelomont. in more detail it stipulates 

for 
to 

- carry out research and development
 

- with the poorest of the poor 

- to achieve more self-reliance 

- in geographic or sectoral areas where grassroot structures 
are either non-existent or particularly weak.
 

The agency, being cosparazivelv young and vulnerable, has remained 
unbureaucratic and is generally known for innovative programming and efficient 
management. 

The rSZEr is F -A's'irst and only urban development -roramme. It Emerged from 
a rVL-, vague pledgze by EAA to the Sudanese government in 1980 to stimulate 

selI-empiyment. activities among spontaneously settled refugees in Port Sudan. 
.:- .m the author and his wife, Judith charged wt the tas 

to cesi n an appropriate programme and yuide its initial implementation. They 
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were faced with a conceptual and structural tabula rasa and given nine months 
time to come up with an outline to be prese~ited to prospective funders. 

RESEARCH AiD STAFF DEVELOPXENT 

The two programme coordinators had very little experience in what became
 
programming for the informal economic 
 sector. On the other hand, the complexity
of the situation in Port Sudan was recognised at an early stage. Together with 
the dearth of exoperierce in urban urban programming and the generally high
regard for research within EAA, this reiuired extensive original studies prior 
to designing the zrogramme outline. 

Equity considerations and the fact that refugees were spread all over town and 
econori.acally not necessarily worse off than their Sudanese neighbours, in terms 
of programming, suzgested an integrated, non-discriminatory and town-wide 
outreach. Because the data available on Port Sudan in general and 7s informal 
sector in particular proved not to be very reliable, genuine and _ad first
hand field research andeared to be necessary. 

After 2 months of informal famlliarisation for themselves, the two project

coordinators had outlined a comr'rehensive plan for an initial research
 
programme and 15 refugees to out actual
hired Sudanese and carry the fieldwork. 
They were women and men of all walks of life, different ethnic origin, age,
education, experience and political creed. The coveredresearch six major so
called refugee affected-areas in town - wide-spread squatter and fourth-class
 
residential areas with a population of appr, 30C,000. It was not inLended to
 
meet any rigorous scientific standards but to held establishing a clearer 
general Picture of living conditions, sources of income, occupational careers, 
residence patterns etc. Tlia first phase comprised of 

- a complete inventory of government and semi-private services 
(education, health, transport, sanitation, water and electricity supply, 
police, recreation etc.); 

- an inventory of political organisations and politico-administrative 
bodies at neighbourhood level;
 

- a household survey based on a questionnaire with 70 topics (n=373); 

- in-depth studies of 70 different micro-businesses in 38 different 
trades (each taking between 2 and 3 days), based on a auestionnaire 
with more than 200 topics; 

- lengthy discussions with administrators, nurses, teachers, police 
officers and oolitical and religious leaders at neighbourhood level. 

While, these aata were ccnziled by the lo.:aI reearchers and before embarking on 
a training course in micro-Iusiness promotion, toe tota! numner of staff was 



broLIght up to altogether 24, half women, half men, so as to fill certain ethnic, 
age, genzer or professional gaps in the composition of the staff team. 

The actual analysis of the data, as part of the subsequent classroom training, 
hnoied to identify areas and topics ior further research to be woven into the 
training course. It was this that theprocess produced idea of subsequently
combining the taking of an inventory systematically with exposing the course 
par-ticipant; to actual micro-business operations. A" of the 24 staff originally 
came from a more or less poor urban background, but through education had just
managed or were aspiring to escape its worst aspects. They obviously found it
 
difficult to go back to this 
same background and to avoid a patronising

attitude towards people who had not managed to escape it. 
 Exposing tnem to this 
life again somehow heloed to instil more respect and a humbler approach
towards them. Taking inventory of everything they always had taken for granted
facilitated an entirely new perspective on their own environment. The various 
research exercises produced
 

- a census of all noticeable micro-businesses, except tradin. in any 
form or shape (n=5,600); 

- 120 more in-depth studies of altogether 47 trades; 

- 45 different monographs of selected micro-businesses, based on 
two field placements of altogether 6 weeks for each participant; 

- a women factory labour survey (n=28); 

which substantially broadened the understanding of both the coordinators and 
the local staff. 

The classroom teaching, apart from preparing and analysing these studies, 
covered general topics of planned development in Third World cities, small 
business management and micro-business promotion. The major part was based on 
Malcolm Harper's Consultancv for Small Businesses (Intermediate Technology 
Publications, London: 1976). 

All lectures and classroom sessions were prepared and held by selected 
participants. The coordinators confined their contribution to 
introduce role
 
plays and strategy Rames as means of instruction. In addition, the national, 
ethnic and politicai heterogenity of the staff required constant efforts to 
create and maintain an if delicate soirit of cooperation and team work. In the 
process, three emplovees had to be dismissed and replaced, because they
obviously had problems to respect other cultures or political creeds. 

Simultaneously with the outline of possible services to be offered to micro
businesses in Port Sudan, a comprehensive system of procedures, records, 
reportage and accounts was developed and its operation trained. Finally, the 
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services were advertised in all areas initially selected for assistance and 
1,200 applications received in a ratter of three days only. 

with no e:.:cetion, field workers were met ith Ereat cooperation and furnished 
with all data reauired. Particularly zov.ir:cjent officiais at local and 
neighbourhood level were posil. vely delignted about the interest shown in their 
work. Only once or twice had the coordinators themselves to ask for official 
permissions; in all other cases the fieldworkers relied on their own means. 

The whole pro-ess, between the arrival of the project coordinators and the first 
round of aplications received, took 16 months in time and a total of 
appr. I 120,000 in expenses .incl. all overheads). Even in retrospective, it 
would be hard to tell what components of this extensive period of preparation 
could have been shortened. Not delivering tangible results for so long, however, 
definitely taxed the patience of EAA and the project funders to its limits. 

PORT SUDAN AND ITS INFORNAL SECTOR 

After independence Port Sudan had about 50,000 inhabitants; in 1964 the 
estimate was 80,000 and by 1971 this had doubled to 160,000. Today, with an 
estimated population of 450,000, Port Sudan is the second biggest town in the 
Sudan. The actual yearly growth rate of its population fluctuates between 8% and 
9%, while the nacural growth rate is estimated to be 2.3% p.a. (or 0.9'' below 
national ave -age!). 

The basic services (water, electricity, health and education) have lagged far 
behind this growth, and its Dresent vulnerable demographic, economic and social 
position could not be understood in the original terms of refugee influx. It had 
to be put into a more general persoective of rapid urbanistion. 

The town itself is historically young and has gone through significant phases 
in its develoDment, each leaving its mark on the present lay-out of the city, 
its economy and its demographic struct .re. 

The founding period was characterised by the consolidation of Anglo--Egyptian 
colonial rule in tht. Sudan. Geopolitical considerations and the need for an 
outlet for the expioitation of raw materials merged and laid the foundations of 
Port Sudan. In 1904, the Arbaat wells, some 40km northwest of the town centre, 
were :irst tapped to provide water to the budding town. The railway line 
connecting Atbara and Suakin, the old Turko-Egyptian shallow-water port 60km 
further south, was completed in 1906 and soon extended to Port Sudan. Three 
vear ater the first docks in the new harbour were inaugurated. With the 
acceierating decline of Suakin, also pilgrims on their way to Mecca found a new 

.cint in Pcrt Sudan. The2 development of the town centre itself continued 
until the mid-twenties, and these building still give shape to the visible part 
:" :f towncscape. 
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rfe besinnng of Vcrld V*'r 11 underlined the strategic pocsition of Port Sudan,
S.; tic.iariy in conauest Eritrea other of Africathe of and battles Northeastern 

and cne Horn. Population growth had been rather slow in the first forty years

of its e:.:istence. As a result of war the town
the grew rapidly in size and 
population during the forties. The first fourth-class Lousing areas not 
restricted to particular employment were constructed near the town centre,
mainly for retired soldiers and the increasing labour force in the docks which 
used to camo in nomadic tent settlements at the far fringes of the town before. 

Although growth rites stabilised between 1950 and the late sixties, vast illegal
settlements emerged in the north and northwest of the town. Vhether b'i
 
coincidence or not, plans for upgrading these 
squatter areas on a large scale
 
began to materialise at a time when the first bigger industrial estates were
 
set up in the northern industrial area of Port Sudan. 

The imortance of the uort itself began to decline ra.diy with t closure of 
the Suez Canal in 1965. Yet the population i:ept growinF at an aciL -rated speed,
bv no means propcrtional to the industrial develop:ment. The changing ecological
conditions in the Red Sea Hills, however, and the beginning influx of refugees

from the Eritrean lowlands in Northern Ethiopia had a major impact on the
 
growth in numbers of town dwellers. In 1965 the Ethiopian government had begun 
area bomting of the lowlands, e:.:pelling thousands uf nomadic Muslims from their 
homeland. And whereas in the beginning of the sixties the population of the
 
Sudanese 
 Red Sea.- Province was equally divided into rural settlers, nomads and
 
urbanires the dramatic chan6es in rainfalls since then has upset this balance.
 
Today perhaps '70% of the citizens of the Red ?ea Province are living in urban
 
centres, 50% in Port Sudan alone.
 

In fact, the desert is oncroaching on the town from the north and northwest
 
where there used to be vast thorn tree forests. Since the end of the sixties
 
this has led to a clear switch in the pattern of town expansion. This new move 
was spearheaded by spontaneous illegal settlement on the southern and south
western fringes of town, followed by the construction. of a ring road and the 
estabjshzient of some major industries 
on the road to Suakin. Today, industrial 
develornment has taken the lead and deliberately accommodates further town 
exnans:on in the south and southwest. The ring road connects these new sites, 
in a wide half circle around most of the squatter areas, with the old industrial 
:entre and the port facilities in the north. 

Almost -90,. or 400,000) of the town's inhabitants live in sauatter or so-called 
fourth-class residential areas. The latter differ from the slums proper in 
various aspects: olots were ofiginally standardised in size (usually 16 x 14m)
and organised in rectangular blocks wit h 30 to 40 plots. Leasehold of plots is 

i.ed, though renewed only yearly. Public water supply has been extended to 
them ad,communal taps are supposed to be situated in every other block. O0o, of 

ore connected public power supply.. aon not to the ransport and 
primary school facilities, though by far not adequate, are in general better. :n 
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total, only 40'. of the children at s,'hoo] age actually go to a .overnment 
school: a; (Koranic _-hools cover only a minute lract:on of this shortage. 

in tems of censty, usinc standards, sanitation and re"fuse disposal, however, 
the ~h- areas:; dIo not differ very much from squatter areas, 
Plots have been subdivided, and three or four families, each occuoying one room, 
share the yard. 

Probal-y T0ot. of Port Sudan's roo:Jlaticn do not have access to lavatcries. Thae 
others use oit !atrines. Garbage heaps are found everywhere withln or around 
residez-ntial areas. The,; are used as plavin S grounds by ,children and as ra:ing 
grounds by animals, in fact, the Srowing number of goats, donkeys, cae and 

-
cattle has become the mcst effective scavenger service in town. i7he h "" 
density; f :e , thle cohaittation with animals and the health ha:-ard 
stommtns from the general> insanitary conditions have created agravated 

L.eath c.i.eIrooenzlS, tuber',,UIosis fu I--- and, 
most recently, malaria and the so-called backbone fever are more cmon in Fort 
Sdan than in any other town in the Su.an 'thus, the lo,' natural 3 rate).awth 

The delicate ecological offiion of the town is deteriorating raoidlv. Being 
surrounded by the Red Sea in the east and by vast deserts in the north, west 
and south, it can meet only appr. 10% of its demands for food from agricultural 
produce Rrown or raised in the orovince. The major bulk of vegetables, fruits, 
meat and grain has to be imported from places 600km or more away from town. 
Since Fort Sudan is connected by tarred road and by rail to the main 
agricusi-ral areas, this has not led to serious food shortages but to the 
hizheSt :,rices for these commodities in the country. 

=_
hor are no natural local housing materials. Summers are too humid and the 
soil too salty and sandy for the construction of mud houses. Thatching and 
r--inforcinS materials would have to come from the Kascala - Gedaref area. Thus, 
packing materials from the port are the most common building materials: sacks, 
flattened tins and drums, scrap timber etc. At the same time, these are be.ocoming 
scarce and dear due to increasing containerisation in the Dort. 

The Ero wing demand for fuel had created a substitute economy for the nomads in 
the Red Sea Hills but also denuded them and accelerated desertification. 

,he most serious DroClem of For Sudan, however, is shortage of water. The 
Dresent demand is undersupplied by two thirds. The spontaneous system of 
distribu-rion of water through water vendors on whion 70, of the population 
relies may tave made water the most expensive single commoditiy for the poor 
consuming between. 10, and 20% of an average household budget), but has proven 

to be the only wa, tc contain the situation. The last legal stand pipes were 
built in iQ,4 

l.!uctuan-ri 13bour ocoanos, the high costs of living, totali inadeuate oublic 
cc'.: con,,rseve'e shor=a ,- o: water an- generally 
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i 

appalling flying conditions make Port Sudan a pace whe.re few people would stay 
voluntarily - ii they had a choice. This is reflected in the settlement patterns 
and in the eventual permanency o supposedly tem'Dorarv hourinE structures. 

Scatial sezre;a ticn along socis-economic lines is generaiiv reflected in the 
grading of residetial areas. Within the fourth-class residential and squatter 
areas spatial s -reza3ion follows ethnic lines. Vhole blocks and sometimes half 
Quarters fcrm tr::al clusters. The local nomadic population that has come to 
settle in town is parti cularly notorious for their struggle for ethnic purity in 

their three mai: 2uarters. In their case ethnic segregation sometimes overrules 
socio-ecor'c:ic c :erences, and rich iamilies are known to live asong their own 
People in fourth-class residential areas. Ethnic groups form castes, and social 
interaction be e m is severely restricted. 

1his i- not ol h kground but also the very fabric of the infcrma) sector 
in Pert Sudan.
 

Micro-businecsse .:over almost all household .emands in the low-in-ome areas; 
-f ornot .!ess than o0 a-,- average household budget is spent in channelled 

throuzh the isector. Its vearlv turn-over is estimated tc be moe than 

millon. 

A:,Dpr. i5,000 micro-businesses provide more than 40,000 jobs. Incomes in the
 
in:ormal sector are usually far higher than those in government or statal
 

--_molovment.
 

More thar. 70'" of al micro-businesses are engaged in some form of retailing 
(including aopr. 2,500 water vendors), followed by catering businesses, tailors, 
caroenters and laundry shops. 

In some auarters between 40,, and 50,, of the households; receive their main
 
4n:c=e ron operating a micro-busine-s or from empi3yment in the informal
 
sector. At least, another 35" earn a supplementary income from the informal
 
Sector. 

Only 15" of the micro-business operators are women, mostly engaged in petty
 
trading and food processing.
 

Less than .5,. of the micro-businesses are licensed. Licensing itself does not 
seem to be related to the legal status of the owner, the conspicuous location or 
the size of a business. 

Vhile cazital investment is generally restricted to the barest minimum, 
diferences of 5C0o;. or more can be found within one and the same trade. And 
vet, the o:::erenoe in canital investment is not necessarily related to orofits 
generated. s a.:ies to working- hours within a trade or between trades.nesame 

DametImes Lal toe e::crt can produce double the return. 
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Rental o: means of 7roductiorn at inflationary rates or profit-sharing with an 
absentee owner c: means of production is a wide-spreac phenomenon. 

Manual work is regarded as menial. A number of trades tend to be reserved for 
ethnic groups of black Africar. origin which do not enjoy high esteem in 
Northern Sudan. Southerners, Nub and Fllata predominate in trades related to 
dirt (scavenging, Farbage collection, laundry, tanning, pottery), The Sudanese 
gipsies monopolise tin-smithing. 'est Africans form a guild of aluminium 
casters etc. It is from these groups that most of the women and children come 
from who publiciy are in engaged in some economic activity. In other groUps 
women and chiidren are inhibited to do so by ruling socio-cultural norms and 
only utmost destitution could force them into some business or menial 
employment. Inversely, the comparatively high incidence of women in micro
business and menial em: lcvment and of children engaged in micro- business, 
scavensing, b;eing .... -or a conservative Muslim society such as Port Sudan 
is an indicator of the generally destitute situation. 

This is ar)reciated by most local government officials who defy : e national 
policy of total disregard for the informal sector and all relevant laws, by-laws 
and regulations which, in zood British colonial tradition, are not different
 
from those in 2ambia) by generously tolerating its mushrooming - and actively
supporting what became the Port Sudan Small-scale Enterprises Programme. 

Acknowledging the complexity of the situation, the analysis eventually put 
forward in the project document did not dare to give little more than a 
description of the constraints on the informs, sector. To rank them was left to 
pra:tical experience with the response to the variety of services proposed to 
ba offered, The constraints were mainly seen in 

- the fragmentation and instability of micro-businesses and the 

immcbility between the trades; 

- the lack of capital investment and access to credit; 

- the lack of infrastructural facilities, such as transport, 
water and electricity; 

- the lack of shop and workshop facilities at reasonable rents; 
- severiy reduced management capacity, combined with a very low 

level of technical skills;
 

- total lack of confidence in the informal sector. 



OJECTIVES AND CRITERIA 

The criginal design was not particularly opportunity-oriented, but suggested to 
in:tialiv attempt to respond to all constraints and let the demand and further 
insights determine the final programme de:ign. it was in this process that our 
Law of Parsimony was born: as a micro-business development agency not to 
comoete with micro-businesses and to stick to the knitting - remaining with the 
services the azency knows best (above chapter 2), 

On the other hand, EAA's general mandate and the original pledge to assist 
refu;ees caused some degree of agonising over the lormulation of objectives and 
criteria. There was strng pressure to take affirmative action in iavour of 
rather vaguely defined "target groups", such as woinen, relugees or "the noorest 
of the poor". Initially, the organisation also found it difficult to appreciate 
the objeotive of mainly stabilising existing micro-businesses. instead they 
would have preferred an emphasis on creating new businesses. As 7 result, while 
the objectives and criteria have never officially 'een changed, t: r 

ra and application has. 

The broad objectives are to assist in 

- the development of the local informal sector;
 

- stabilising and creating micro-businesses;
 

- sta ilising and increasing employment opportunities in the
 
informal sector; 

- keeping ind producing more wealth in the squatter and fourth
class residential neighbourhoods; 

- improving the supply of services and commodities in these 
areas. 

'This recuired an equally broad approach on various levels:
 

- capital inputs; 

- infrastructural investments; 

- management assistance; 

- confidence building.
 

Assuming a high demand for, at least, some of the services, expecting to operate 
with limite-d financiai and managerial resources and providing a certain degree 
af ubsidv, t"e PCSEF was Out in the awkward position to confine access 



select " .iarie Part of the,ene ". research was desinne to establish some sort 
C: ccrtv line, and it was found that a monthly income of PS db Ter head of
 
househcld wa 
 Just enou.-L to survive. As a result, appilcants are considered who 

- cave a via1e business propoSitlon; 

- have lamily responsibilitv in Port Sudan; 

- cnvin :um,- zc th-T, 83 L cer ht=d of
household;
 

- have been rident in Port Sudan for more than two years: 

verythnrf ecual and resources still short, preference is ;.ven to 

- wom-en in enoral and female head-, of househol 4s in 
sarticular; 

- refuzees anZ ote e mhn ity, tusor 


a ,licants business provides for the more 
nasic needis, -uch as supply of fresh water, clothing, 
shelter etc. 

- anppicants who would create immediate additional employment. 

The saiuardinz of funds against decapitalisation and the whole question of 
financial sustainahli:tv of operations became a concern only when the
 
institut:cnal cptions for the PSSEP began to emerge 
- and the initial
 
impiementatcn had su;gested that micro-businesses recuire permanent services.
 

It is hond that with an increase in service charges of appr. 75% some time in 
i9o, t[e FESS[ eoerations can be guided by more business-like objectives and 
criterla. 

SERVICES AND CONDITIONS
 

In the hiht of this latter development, even the origina± ideas with regard to 
toe ranze of services to be offered suffered from trying to "overdo" it. They 
entailed tra or. po , repair and developmet shops, sheltered employment
faciltes etc Some : tcese services were ultimately scrapped, even before 
their -ale had een promoted; in other cases they never sold and were 
-eoesicnec or iLed natural death.a in the case of the repair and development

scooS, a ear o: -" z-_r aortive atempts to provide direct assistance in 
teconc:. an" en. nern matters, through an e::atriate "aDDroriaze 



technologist", made us giving in to circumstances. We resorted to mobilising 
locally available engineering expertise in locally established workshops only. 
Q.uite unexpectedly, the local technical solutions turned out to be far more 
creative, appropriate and cheaper. They often took much shorter time to be 
accom:lished and, perhaps at the expense of some doubtful aesthetic qualities, 
could be reproduced and copied easily. The few technical solutions that could 
not be found we soon learned to accept as not feasible and, thus, dispensable. 

Born out or insecurity a; to the actual demand, the principal openness of the 
PSSEP structure not only allowed to redesign or simply scrap an idea, but also 
to positively resbond to client demand. The introduction of home improvement 
!cans and the inclusion of trading, for example, was suggested by recurrent 
client demand. Once in the process of implementation, the programme could 
develop in response to opportunities offered by client cemand and increasingly 
by appvying the Law of Parsimony. Whenever a service could be offered by 
another micro-business this was pursued as a first option. 

Parents in two neighbourhoods, for example, approached the bran.:h offices and 
susgested the PSSEP should open sewing courses for their daughters. They were 
familiar with the general philosophy of the FSSEP that every service had its 
price and prepared to pay. The FS.S'EF knew that some women in the respective
neighbourhoods earned their livelihood as tailoresses ana instructors. Both 

parties were brought together to discuss the matter. While they eventually set 
the course fees and agreed upon a time table, the PSSEP provided part of their 
branch office facilities and two additional sewing machines, against an hourly 
rent. In addition, the PSSEP charged the instructors a fee for assisting them in 
planning and organising the details of the first courses. With a minimum of 
effort and a maximum of mutual advantages for all parties, a low-cost non
institutional solution was found, that will last only as long as it is required. 

in another neighbourhood, a similar response was arranged to a widespread 
demand for literacy courses for girls and women, today providing a 
supplementary income for two teachers. 

As of today, the PESEP provides
 

Loan facilitics 

Hone improvement loans 

Maximum 'loan volume equivalent to the current value of a wooden cabin 
of not more than 20m: in size (at present 
LS 1,200); 

Maturity no longer than 20 months; 
re7avmen equal monthly

beginning the 
instalments 
month after 

of not less than LS 25, 
loan disbursement; 

interest 2" of the total loan value kinstead of p.-incipal) 



per month;
 
Security 	 consent ol landlord and a guarantor irom the
 

neighbourhood.
 

',.irk-n7 c7apita! loans 

Maximum loan volume slightly higher than previous requirements and 
depending on site of group; practically not more 
than LS 50 per group member; 

Matur ty depending on turn-over cycle; no longer than 
1. month; 

Repayment equal daily cr weekly instalments, beginning the day 
or week after loan disbursement; 

interest 0.17 of total loan value (instead of principa) per 
day or els:e IM per week; 

Se-urity group contract with join and several guarantee of 
all nembers. 

"'or'- nF ca_,ital locans 

.axizun loan volume slightly higher than previous requirements for one 
turn-over cycle; practically not more than LS 1,500; 

Maturltv depending on turn-over cycle; no longer than 
2 months; 

Repayment 	 equal monthly instalments, besinning the month after 
loan disbursement;
 

Interest 	 2,, of total loan value (instead of principal) per 
month;
 

Security a guarantor from the neighbourhood:
 

e p.rchase icnns 

Maximum ioan volume not fixed; maximum single loan so far LS 16,000; 
aturity no longer than 20 months; 

Reoavment equal monthly instalments of not less than LS 25, 
beginning the month after loan disbursement; 

interest 1% of the total loan value (instead of principal) 
per month; 

Secur-:.-v all goods bought from the loan "the purchase is done 
in the name of the PSSEP) and a guarantor from the 
neighbourhood. 

Nan3se-men t Consul tancy
 

A&v::e cn oeneral business and financial management, marketing and supply 
mat'.erc, loan use etc. are Dart of every assistance offered by the FSSEF, 



normalil in conjunction wlth-ne or the other fazilities. Periods and fees are
neutiaLe and range irom i to o andmonths LS I to LS 7 a month. 

in some cases of applications for loans or other facilities the FSSEP may deem 
.t. necessary an applicant subscribe a'or to to period of management

consultancy services before she'he can qualify for further assistance, In most 
cases tne first loan is combined with a certain period of management
 
consuLtancy.
 

The management consuitancy process exposes staff to and facilitates a daily

structured communication with. clients. Initially, 
 it a!so established a

reputation for closely mnon.izcrinz loan use and repayment. In terms of 
 quality of
the advice given, management consultancy is probably the most questionable
service rendered by the PSCEF. in terms stayingof close to the customer 
learning his preferences and catering to them -, however, it is Trobably the
 
m-ost i_.ndisoensab e.
 

In-frastructure 

So far, market :laces with a total number of 80 (wcrk)shops ind 2 communal 
shelters for appr. 30 women beenhave developed in two of the five areas,
Similar complexes are 
planned in the three remaining areas and wherever need
 
may arise, The kwork'shops are simple wooden constructions with a slab floor
 
and let at a rate of LS 3 per m-.
 

The communal shelters, in accordance with the Law of Parsimony, eachare sub
,ed tc a woman with a more permanent business. She receives a 30%


commission for, collecting the daily rent of LS 0.30 from the 
 changing groups of 
women utliisins the shelters. 

Similarly, water reservoirs have been built and sold, on hire purchase basis, to

interestez individuals from the respective neighbourhood. It is their business
 
and thereiore their responsibility to ensure sufficient supplies of water.
 

The suppl,. o- electricity to most of the (work)shops in the market and, in one 
case tC as man'v as 120, houses in the neighbourhood is also an independent
commercial un.rtaL-ng of individuals who have bought generators from the FSSEP 
on hire purchase basts. 

MarkeLinE and supply assistance 

Vherever possible, the PSSEP negotiates discounts with suppliers, particularly
ScasEs of tools and rzac"inery sold on hire purchase basis. 

n: o food :r-is in _,4,85 when sorghum was short in supply and ries 
ex.tx eme~ high, most os'inesses 7o-_ellrng women were threatenezoperated by 



,- SL-21? In bulk d~ 
-

by T!.t:n. buLht,sorghum ectijy in the .;rain-growing 
area ,00km s c L thwe , t of Port Sudan at a reasonable pri-e and sold it orn credit 
to -rous 0: women already in business. he exerene in deain, with these 
Stoups, :n turn, encoura] -d the introduction of the nicro-loan scheme. 

The ?a c b rders, slices them up in equal smaller sizes and, 
through the sub-ofiiesub-b--c2rtra-ts them to tailors, carpenters, aluminium 
caStrs ,c .ctI par-i,: are ,cha.-ed a commisnion of between 5,, and 10% of the 
total value addd. 

rneIe .r. . : require careul ,ualit, ,ontroi w". ch also is sub-contracted
 
to a part :uI. riy comoetent crattz erc:on in each ne ;hbourhood,
 

Any sub-co:n raczcr fafiin to "-liveron time or to meet the reQuired stancards 

o wori-:an hi s :i suaiifZI.d for anv further sub-cjn-to:r . 

Pr-motion nd lobbying 

sic is a raiser informal ani continuous task, mostly on behalf of groups of 
mlcro-rbue.rnss operators or the informal sector as a whole with no par'ticular 
mandate from the c.ientele. Gbviously no fees can be charged for this service 
which can ranre tom reporting corrupt health inspectors or Dolicemen to their 
superiors to-:ending the senior town clerk of Port Sudan, together with one 
staff member of the FP31EF., on a course on micro-business development in Third 
'orld cities PlatoTr 6 

in most cases, promotins the FESEP as such with the ovcrriient, raising the 
unders tandin of administrators, -oliticians and senior officers in the army 
and the pzoce for- the proramme objectives and increasing its operational 
:ree~om also means to lmDrove conditions for the informal sector. The
 
increasznE admn:t'-attve and zoliitical tolerance for the intorrial sector very 
muc .eenos or te reputation of the PSSEP.
 

Further conditions
 

Applicants ha to pay a non-refundable registration fee of LS 2.
 

An applicant -must re-register and pay another registration fee if, during the 
appraisal process, she/he misses any appointment without prior notification. 

An apolicant or client is requtred to fully cooperate in establishing a true 
pict-ure oi herhfs home situatton and the state of the business(idea/plan). This 
entails :;ometimes repeated home and business visits b7 the staff and 
:/i )e[~enter.outries :rom ne:hzours, te local grocerer etc. 
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Any attempt -tdeceipt will result in discontinuation of services an.:, wherever 
anoilcable, aDpropriation of remaining goods bought from the loan (until full 
payment of the loan plus accumulated interest) and diScualificaticn for any 
future assistance.
 

All oavments have to be made at the branch office. Late payment, requiring a 
physical follow-up by staff, is fined with LS 5, in case of loan repayments in 
additJon to accumulated interest. Continuous late payment results in 
disoualification or suspension of services. 

RECORDISC AND DOCUXENTATION - PRCCEDURES A16D JOB DESCRIPTIONS 

Basically, the system set up in Port Sudan does not differ very much from the 
one described anove for Kain~alin.a. However, the institutional st-up being 
different, the .cale of ooerations far bigger and the services b - delivered 
:rom five seom-J.nde-oendent branch offices requi-ed first one, no, .,'u full-time 
accountants at the central office and an additional system to secure a smooth 
flow of cash in both directions. At branch office level, fcr examp;le, money 
collected is .completely separated from cash received for :oans or- e:xenses, and 
each has itE; own system of handling and accounting. At core, however, it 1 ests 
umon trust and confidence. Sometimes cash amounting to LS 50,000 or more is in 
suspense. To maintain financial discipline, the group leaders meeting decided to 
fire one member of staff for rather minor irregularities. 

Except for the accountant, all positions in the PSSEP rotate on a regular basis. 
The four or five group members at branch le ei rotate every six months to 
become wrouL, leader. The group leaders take turns every other month to act as 
deputy procramme coordinator. 

The accountant, the group leaders, -he deputy coordinator and the coordinator 
together form the main decision making body and meet once a week, after normal 
wcrkrn 5: hours, to discuss the further development of the programme, staff 
matters, employment, salary structure and increases and other managerial or 
conceptual issues. 

Targets to be achi.eved are laid down on a yearly basis by the irregular general 
staff meetnr which also discusses general matters of staff devclopment, 
working conditions etc. 

SERVICE DELIVERY AND XA&NAGEMENT 

The ouestion of managerial sustainability, i.e. the independent continuation of 
the SSE? by the staff collective, is still overriding the matter of financial 



sustain:,tilt-Y. Aa in most institutions in the Third Vorld introduced by Ioreign
 
t iepends on its internal structure as much as on the expatrlate
 

maragement to what leeree managerial sustainability c-an be achieved.
 

e current: management style, adopted in the early days of the programme 
and re.ined as it developed, there are good chances for a smooth transition to 
local ownership and management.. The realisation that this may also be feasible 
financially is increasingly shaping the aspirations and the attitude of the 
loca. stoff. Increasing sales o! services and saving operational costs has 
become a major aim and instrumental in guaranteeing business-like service 
deiver'. Individual fieIdworkers take on a srowin- case lcad of presently 
between 35 and 50 at a time. 

Effectiv. service delivery was said to require effective mana.-ement based on 

- a clear sense of poupose, 

- clarity of structure, 

- expediency in procedures, 

- modesty in style, and 

- empathy on the part of the staff. 

However, in Port Sudan it took quite some time to appreciate these requirements. 

Althouzh becominz clearer, the 7: rpose of the PSSEP is internally still blurred 
by what could be, and by some observers is, perceived as "charitable" aims: 
gsv:nrn rilcrence to refugees, women etc. And vet, that the PSSEP even charges 
i: token iees :or advisory services saved it from being destroyed by the 
constant attac.-, from religious quarters which insinuated the agency was out to 
turn Xuslms into Christians. in fact, combining this accusation with that of 
char ing- interest (ribs) defeated their own objective. For clients and 
applicants the supposed profit motive ir. lending money, although breaching 
islamic concepts, ruled out any ulterior motives, such as prniselytizing. They
rezard and appreciate it as a sign of honesty. &4ually, that legal action is 
ta -en against defaulters or penalties were introduced for late payer , has been 
rewarded with increased numbers of applications. In one case, a client was taken 
to court and subsequently imprisoned for two weeks - over a debt of only LS 50! 
- with the efiect oi growing demand for services the next day. On the other 
ha:.d, certain inconseuentla1 elements persist. Clients, for example, are 
structurally discouraged to apply for subsequent loans. in ccntrast to 
Kalingalinca where clients can ask for 25/ higher subsequent loans, the PSSEP 
so :ar otters cecreas'an subsequent loans only; the idea being to avoid 
ceDen t ,e . 
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As in the case of Kalinwalina, the clarity of structure, in the eves of the
 
clientel rests upon well-defined criteria and conditions, and the instant and
 
imuartial appraisal process that is in the hands of the field staff at branch
 
level. Only cases which, for some reason or the other, do not fit into the
 

•eistlng 	 catalogue of services and criteria are submitted to the weekiy group 
leaders meeting for further discussion. That fieldworkers and branch olfices can 
commit themselves and in 99 of the cases are backed up by their main office, 
puts them on equal footing with a micro-business operator who would not hide 
his lack of self-confidence behind some anonymous body either. The fieidworkers
 
do have the ultimate authority and, of course, convey this in their attitude to
 
the clients. After the introduction of registration fees, the previously 
experienced high number of frivolous applications could be reduced to a mere 5". 
Hardly any applicant is turned down for not qualifying; and since a number of 
legal actions against clients have been taken no attempts at fraud had to be 
reported. On the other hand, the well-known openness of the programme, of 
course, invites all sorts of applications which their proponents and often the 
fieldwork=rs -e;ard as exceptions. Perhaps at the expense of clarity, this 
reinforces the client perception that they can shape and influenc -he 
programme development. 

It is the expediency in procedures and the notion that also to a micro-business 
operator time is money which took the longest to be established. Partly because 
of initial insecurity and the felt need for further training, partly because of a 
bottleneck in the cash flow from overseas, the first round of more than 
1,200 amplications was processed strictly in stages: first all home visits, then 
all business analyses and, in the end, all final appraisals were done together 
with the whole team of then 23 senior staff. While this gave an opportunity to 

identify shortcomings of the training and to systematically sharpen the 
understanding of the fieldworkers, it overstretched the patieace of most of the 
applicants, as the process took more than 4 months. As a result, more than 
400 aplicants had lost confidence in the PSSEP before their case was decided 
upon. Another 300 or so turned out to be frivolous applications which took most 
of the time as they missed appointments and delayed either the home visit or 
the business analysis. in retrospective, it appears to be an expensive way of 
learning the need for expediency and how to avoid wasting precious time. it is 
oerhaos an indication of the destitution in Port Sudan's informal sector that 
this did not eventually destroy the reputation of the PSSEP before it even 
started. Today it takes an average of 4 to 5 days to process an application and 
to oe-ver the service required. Sometimes, however, accepting applications in a 
particular sub-office has to be suspended for a week or so, as it may have a 
back .oc of applications or the case load capacity has reached its limit. 

Circumstances in Port Sudan almost involuntarily impose modesty in style, and 
it is this element that has been elaborated to ouite some perfection in the 
FSSEF. The first round of applications was received, from male applicants, in 
certain well-known tea shoos and, from female applicants, in the equally well-, 
know;. ,cuses of midwives in the respective area. For more than 6 months clients 
were met in the same or similar places. Only after the first round of 



applications was over, the staff began to search for strategically placed 
oremises in their respective area that could be rented and serve as offices.
 

These offices, in size, standard and furnishing do not differ from their
 
respective surrounding: one is made from scrap timber, sacks and flattened tins,
 
another, in an old fourth-class residential area, is from concrete and, like 
some of the neiLhbouring houses, even connected to water and electricity supply.
The programme as a whole serves an area with a radius of 8km. Most sub-offices 
serve areas with a radius of 2km to 3km. The adverse climatic conditionc, the 
dust and the narrow and rugged streets make movements between client homes, 
the sub-office and the main office difficult. The women on the team use public 
transport, the men have bought motor scooters on hire purchase basis from the 
PSSEF. After more than three years of daily presence in their area of operation,
the fieldworkers have become well-known public figures who are invited to 
family feasts, attend funerals and have made personal friends. One Christian 
refugee, for example, working in a "Yuslim only" quarter, has been given a 
Muslim name by the community and is accepted as an equal. In thr quarters, 
(Muslim) women iieldworkers have begun to take on men as clients in Port 
Sudan, where women of similar status would never even leave their offices,
 
almost a sign of close family relationship. The sub-offices each have their own
 
little budget for entertainment so as to answer the generous hospitality with
 
which they are usually met at their clients' places. 

The empathy on the part ol the staff is structurally secured by the 
heterogeneous composition the as whole the in subof team a and groups the 
offices. As a rule and whenever possible, a client from a particular ethnic or
 
linguistic group is attended to by one of his own, a woman is usually attended
 
to by a woman. The long process of creating a team spirit in a group that
 
combines not only different cultures and political beliefs but also age
 
differences of more than 20 years is now reinforced by the rotation of
 
positions within the team. To work in such a team, to 
be permanently located in
 
one and the same sub-office, to be in close daily contact with the clients and 
to share their modest life, at least for the major part of the day, instils more 
than the required respect and understanding for the clients. That the staff 
salaries are tied to their performance and achievements and re-adjusted twice a 
year perhaps does not totally remove the typical attitude of a salaried 
employee. The perspective, however, of ultimately becoming their own bosses does
 
develop the staff awareness for the distinctive and characteristic i:ssues in 
business which has increasingly replaced their previous patronising approach to
 
clients.
 

CLIENT RESPONSE AND CURRENT ACHIEVEMENTS
 

Again. only approximate and rounded figures are given. 
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After two years ot operation, the PSSEP has reached out to 1,803 clients, 0f 
these, the maoritv (1,400) have utilised the credit facilities. More than 100 
are permanent or daily tenants in the so far two market places. Another 30( 
clients have had sub-contracts. A small number of clients have subscribed to 
the management consultancy services only. Since, unless operated by women, 
grocery shops, restaurants, tea and coffee shops are still excluded from 
assistance, as are micro-businesses owned by bachelors or generating a monthly 
income above _S 80 per head of household, the actual outreach of the PSSEP is 
difficult to measure. Certain is only, that from time to time as a result of 
overdemand the registration of applicants has to be suspended. This perhaps may 
justify to discourage, for example, recurrent loans or to stick to the selection 
criteria. 

In accordance with the objectives and criteria and the general policy of 

preferences
 

- 30% of the clients are engaged in manufacturing, services and repairs, 
while the remaining 20% are petty traders; 

- 40. of the clients are women; 

- between 30% and 35% are refugees; 

- between 25% and 30% are start-ups. 

The actual (re)pavment rate amounts to 99.7%. So far only one client has 
escaped with the hire purchased tools with no chances for the PSSEP -erecover 
any of the outstanding arrears. Incidentally, this was a refugee and, at that 
time, the local office of the Commissioner for Refugees had insisted on signing 
as Euarantor all contracts with refugees. As could be expected, the office did 
riot honour its commitment in this case and, realising that the PSSEP meant 
business, the Commissioner subsequently refrained from any direct involvement 
in contractual relationships with clients. in four other cases, the implements 
had to be compounded for a week or so until outstanding arrears were cleared. 
In two cases of faitering start-ups, implements had to be repossessed and sold 
to cover outstanding arrears. Once a guarantor had to pay more than two thirds 
of a loan as the client had died and her family had taken the sewing machine. 
In another case, a refugee had returned to Ethiopia but left the donkey and cart
 
with his guarantor. The donkey and cart were sold and the guarantor paid the
 
difference of LS 50 between the original buying and the eventual selling price.
 
A number of times, fieldworkers had asked the police to accompany them to see a
 
late oaver which, together with the one defaulter imprisoned, ultimately
 
established the no-nonsense reputation of the PSSEP.
 

D:e: ite the heavy volume of cash flowing back and forth between the sub-offices 
and the main of:ice (at times more than LS 200,000 in a month,, no incident of 
financia mismanagement or imbezzlement h.as occurred as yet. One staff Member 
who nad made it a habit to delay client .eceipts or advances :or expenses was 
dismissed. PHe :rou. ht the case before the Labour Office which eventualiv decided 
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that his irregularities were too minor to warrant 4ismissal and ecreed tha_ he 
should uc either re-employed or paid a ,o tionceulvaie.t to 'amost 
e monthly salaries. The case was discusseid In tne enera stiaf meeting which, 
in turn, iecided to Day him off instead of eIIuratnn u,. ner. irregularities. 

The iT,teresting di ference between the Fort Sudan and the KalingaIinga rcjIect 
is the clear Dreference cf clients in Fort Sudan for hire Durchase loans. Al!most 
90% of the vciume for business lans have been hire purchase loans, i.e. capital 
investments. .h1 s must be e:.:olained by a number of factors: the iess than 
rudimentary 	caitai i.vestent in those businesses qualilying for assistance,
 

acceptance of1,ire purchase as a means of
the :i-amic 1l flnanc:in;, as oDosed to 
,ash ons a iba, Usurous ntres,, and, m-st important, the widea, inst i.e. 
tread zor,:ctie of hlred ecui.nment or rr L_:c--sLar n arrangements ,,a most D% 

of the hire .urchase icans have been use: to free operators from such 
le e ency).
 

Th*e i:mact on income again is difficult to measure. Apart from et 7eneral
 
ortez to establish income figures, the situation has been furth._ c om I--ate
 
,ythe y'ear c- starvation, on the one hand, and the subseQuent bus:ness
 

oz:=..t--ities, on the other hand, created by the numerous relief agencies, for
 
oSudan is the logistic centre. 19§4/85, the major aim o the rSSEP
 

sac been to keen as many operators in business as possible. 19%5/15, the ai-m
 
was 
asto caoture'osble: much theof relief agency for the programme clientele 

tnwomen. and children's dresses, ,allettes, office 
tenasthousandsof --~n'san market 

:urniture, cooking pots for relie camps etc. were sub-contracted. Re)avment
 
oeriormance 	and general sales of services, however, suggest that incomes must
 
have been stabilised, if not increased.
 

in addition to the roughly 400 start-ups which survived the most difficult 
::rst months and have now settled in, more than Z00 cthe sobs were created by 
i either as a direct or an indirect effect of the assistance given. 

hetner or not toe wider community has benefitted as yet, in terms of higher
 
corpetition, better quality and lower prices, is nore than questionable. -he 
town, as a result of last vear's starvation, and with it the demand for cheap 
consumer goods has grown much faster than before. The grocerers do not qualify 
for assistance. And those businesses which qualify fcr assistance are zrobably 
not competitive enough to seriously influence the market. The only generai 
=t, rcvemenzs have been achieved by a combination of increasing -co.-- o n 
airect intervention: water being the dearest commodity in town is normally 

ivered by donkey carts. The FSSEH, simultaneously with freeing these water 
vendors from profit-sharing contracts throug:h hire ourchase loans, also 
constructed and sold a number of water reservoirs in each quarter. The higher
numoer of donkey carts operating and the shorter distances between their 

su::Liers and their customers brought down the <relative, prices for water by a 
.:1 raal n 
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1ncludin the families of the micro-Dusiness owers, their paid worker2 and 

their "arilies, the PSSE- haL had a cirect :mtact, in one way or the other, on 
more than iI,0O0 peo'pie. 

The most elusive but nevertheless probably mcot important achievement, however, 

is the effect the PSSEP has on the benevolence with which the local and 
provincial government is regarding the informal sector in "art Sudan. This, in 

turn, toether with the impartial and instant access to its servlces has 

immeasurable impact on the general confidence of micro-busi, ess operators. 



I._-


SOME CONCLUDING OBSERVATIONS
 
FOR PLANNERS ,.,.'D FACTITIONERS
 
The CQuest for Creativity and Hands-on
 
Approaches in Design and Management 

To draw ccncius:ve lessons or a blueprint for immediate a, ,lcation from the 
above would contradict both the spirit of the two projects presenzed here and
the author's .irm belief in conceptual openness and the nee, for creat:vitv and 
hands-on agmen: in developmen.. 

oWeerifr gui-ines as o what to look out for and perhaDs 

some .rovccative assertions to stimulate discussion. 

SOURCES AN7D VOLUME OF FIRNACE 

Most developing countries are ridden by 
inflation which fcrbids a: saving of

none':. crticularly for the poor. At the same time, it 
 is mak'nF :"e most
 
critical cost :actcr in calculating the service charges on n , a Revolving

.can F .und...cannot let savers 
 bear the risk of :nflation. In order to reduce 
the cost of inflation to that of (usually subsidised; official interest rae.
 
one should tr'y to finance a Revolving Loan Fund through a Loan 
:rom a local
 
bank. The scarce project resources in foreign exchange could c-e used as a
 
guarantee fund this frozen in a account.for Loan, separate The actual project 
guarantee should apply to single loans only (and not to the cverall fund) andits rate should oepress as the Revolving Loan Fund establishes the credibility
of its :len~ee - from, let's say, in the first vear to in the second 
t.o Z int ..d ana so on. The same amount in foreizn e.:zhanze which 
otherwise would 
nave been lost to inflation could thus 

-Leen the service charges on loans :rom the evolving Loan 
'r,~ -1. r- '
S a
 

:unc low; 

- itate continuous growth of the Revolving Loan Fund or 
even the creatic' of one or two more;-

The volume of finances required depends on a number ci factors, such as 

- ite of the community served; 

volume of micro-business activities thein community; 

- Lind and de.ree of undercapitalisation; 

- general reputation of a project etc. 



rut s ultimatceiv determined by the limits cf ac,a,-:ity. A tean L-. more 

than 5 exte sion officers eventually" (i.e. alter two or three "ears o: practice) 
servin, more han 2Q0 clients at a time is most lik:ely to becone unrana.eMale 

an: to lead to intoierable default rates. If ope-,rations :e:O ti ger tnan an 

be tacre by , extension workrers the teaums need to re SDai u and TC be re
estalihed s (mi- '-)autonomous profit centres. The volume of a Revoivin Loan 

-unId n each Profit Centre thus would not exceed the ecuivalent of -00 times 

the naximum average !oan volume set or required in a given area ,.:ius some 

rercentage for contigencies). 

INSTITUTIONAL SET-UP 

Str:kv issue in proie:ts under bilateral government agreements usually is 

te st....ut amewrr. Invariably, ,na, 

develoomentcommercial and statal) banks shun the infrmal sec 

ranks in partlcular; 

- zover'ment ake..1es <such as community develoment depar tments) 

apply procedures too cumbersome to accommocdate an eiicient 

Revolvinz Loan Fund; 

- local 1.6Os have developed out of community development or social 

work and find. great difficulties in accepting and pursuing a hard

nosed tus:nesE approach. 

ar..t..cD, there arE usually lezal constraints on oan-ks charzinR more than a 

certai-. interest rate and ;overnment agencies fear po.litical ramifications from 

char£In. ct-covering interest rates. Community-based -e"-i"ln- Loan Funds, on 

te. othe ore-an, not .ezallv constrained and could overcome ol!tical 

objections. kt thereore appears that building up smail unlts of committed and 

-zz -. - staff-n aroun such fund ought to ,-e co1iemented b some creative
 

notStut onal solution in itz own rght mi nin
 

commercial operations and 

- Cn T-eVement-orI ente mana ement 

',,'ith the advantapes o: non-rofit making community crganisations. 

These :nctituticnai set-us could vary accordin, to the local circumstances,
 

and constraints or those ol toe implementing azenc y- as
c::ortunities mu-t necessarily ,,d.. ir t su aai -. T.,ev not 

and probed inthe Orsceoo of ouildin= uPruse It b - " be explored . - - . o
n a . n,:;e i . oz one--.: in n,:e l, zn; toe ~ o, en i of 

take-of: -o.l,t ma-:. reasons ws', a liie : be- ursue. Dow-toh, the Fort 



--a =: erice nu-; . toot rDilIn, iS as convincin a s 
L'tart ~aai ihi:.mCeiS ai :- low e1-Decaiiohs. scontis Drovides a i irm base 

r: wni,:. to orrue for some tcrm of 
 n eenen: institutional osoution.
 

PROJECT OUTREACH
 

Geo--aphic e limits of mnana.eability and the need for a low-p.rofile start but
also the wis:- to keep costs low and to secure reDayment of loans bv informal
 
means woul
z-je t zout r ea-avour a clearly definded ,eorahic ares in dttermih.ing thezh . . . . a' x ,l -in X .... .. d '- a rneighbourhood,. a Quarter or ..... noic±s in

' , -- oro I- n " r PT; SzzuiG oc h .zi or a C a.'w.tr.r - > r ,:rer'D , any,a 7, rcj: in tfeArea.. h chose,-n-.... sShuto e withirnn walkingE o 

c 

&kcxial, a ser"i:ethnic, Kender, scctnral: ideally, mcr 

Es"lu - cr::inate micro-tustness witnin the 


0 'projecttusr.esses 
s. oainst any ar. cassen.
 

case save to.o n.e.a3 to -ve i, ,ressure from Or

oTer , : >irltet to 
 gFou.s to
 

- - J~tl' -_r tan or:u~tve trades. to women or certain otter
 
sisao'.'anta.C :rminor ity 


to *certaIa tncome -'3retere.ce 

zrous. Any such restriction will ultimate-y defeat
 
its ow. put:, e: emInasis on the lowest income 
 Froups or women usually results 
tn isw rates ot cob creation; em=:hasis on productive trades discriminates 
afainst the majortv of women and shuns the challenge to fight usury
distribution practices particularly in low-income areas; emphasis 
or certain
 
ethnic -roups or refu~ees, for example) increases their 
segregation and 
......
zre-dmlnnshes their chances of survival in business in the kon; run etc., 

if such restrictions cannot be avoided, they must be transformed intc simple
 
an ciear crit:ia that are widely 
 propagated and can be understood by all

members of the community. Unfortunately, it is not always ossib
 
diszcrmiate a;alnst 
the only ,roup that deserves to be discriminated against
and which di7:rimlnation would be immediately apprectated in a community: i.e. 

RESEARCH AND STAFF DEVELOPMENT 

saser, tTe term "research" has been used in rather broad sense: as aa 
means o: entry into ano establishing rapport with a community, as a means f:. ;: sta to and "sensitizing" them for the need- and opporturities of 
micro-ousir,eszes, as a means of instilling respect in !he staff 'or micro
busines- oerators, but oz'.viously also in the narrow sense of estatishing the 
oss ilne data reouired to design a programme outline and to monitor itt 

aooDrooaenes .As suca, research was referred to uoth as an !nsarument ann as 
aroMe a: on e o: taose1r. cn .ort aL Inve'd i L toe oIaTnn an e:.:e uron 

z1].-t. z a ctscto.inec0: " . otter sense, research is form of 

http:3retere.ce
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and hariaseed curiosity, integratinz stan: ,.oment and pr5ject development 
and remains the only safeguard against the bluerrint approach. 

'As such -t must be based on the principle that research planning and, 
execution should be done by the same people. It as a continuous process which 
shares characteristics similar to those oi what in social sciences has come to 
be called "action research". 

OBJECTIVES AND CRITERIA 

Whatever the overall aims and Soals of the implementing or financing agencies, 
the',, must be transcribed into a set of clear and simple objectives and criteria. 
The more these objectives and criteria are rooted in the daily experience and 
the understandin g of a micro-busin, ss operator, the better are the chances that 
these will be appreciated.
 

Nothin, is better understood by a business oerator thian the dete:iination not 
to iose money - and hence safeguarding the fund should enjoy oo iriority. in 
this respect, length of residence, family status, house owner-hip, the 
theoretical viability of a business proposition, honesty in exolairinE a 
busin-_- (idea) etc. are well-understood and necessary pre-requisites. Of course, 
tnev aro iy io means conclusive and sufficient. As in any other business, such 
foroa1 :-:..ca need to be complementec by the field staff's own judgement as 
to tLe ,:nril reliability and to the applicant's capability to carry out the 
busine:ss oroeosltaon. 

Preferably, the objectives and criteria should be tainted as little as possible 
by considerations as lined out above (project outreach). These may only come in 
if - due to pressure from the financing agency - subsidies cannot be avoided. 
However, one should bear in mind that subsidies, preferences to certain groups 
etc. open the door for corruption and can thus be self-defeating not only in 
terms of objectives but also in terms of costs. Usually, the costs of corruption 
easily exceed those of the subsidies. And then, of course, any suspicion of 
corruption is already a killer disease for a micro-business project. 

SERVICES AND CONDITIONS
 

Above all, one needs to observe the Law of Parsimony when considering the 
nature, scope and range of services to be offered to a particular community of 
micro-business operators through a specialised agency. The best service to a 
micro-business is usually rendered by another (micro-)business.
 



Oniy those evices which are either 

teo costly 

too long-term and/or
 

too big
 

to be afforded or to be managed by an individual operator should be taken up by 
such an avencv. This law, however, implies more than matters of scale or 
soohistication. Usually, there are Rood reasons for a s.7rvlCe not 

available in a certa:n community. In most cases, factual demand, i.e. cemand 
honoured bv actual surplus to be invested in such a service, aoes .ct warrant 
the .- pn-ly, or :_ompiementary other services are not avaiablie, or the costs and 
risks un:redi.tabie, if cablv low etc. 

Thus :ntrdiucin7 a new service requires extra pre-caunion, Dartic ly for an 
a.ency zn s new and foreign to the community and, by takInF u; _JCh a 
ousiness approacI, is in a state of fundamental change. kesuits o: surveys into 
so-called constraints of micro-businesses must te analysed with nartlicular 
care. COften there is a wide gap between "expressed needs and aczua; capacity to 
absorb, for example, a loan or to make full and profitable use of common 
service facilities .centraiised markets, repair shops, equipment rental etc.). 

This is :articularlv true for credit facilities. invariably, respondents would 
asK :4or too much for too iong - often four or five times their present total 
investment for ten times their ordinary turn-over cycle. 

As a rule, micro-ousiness operators in Africa have a rather limized management 
capacity and true entreireneurs may not constitute more than 5". of any micro
business community. Ali services and conditions to be introduced have to take 
into account and re:lect the fact that
 

- mobiiity in and out of a trade is as common as between different 

trades;
 

- the hazardous environment and short turn-over cycles corresoond to
 
and DerhaDs reinforce a rather short time perspective on the part
 
of micro-business operator. 

,.onsezuentl',,, services have to come in small doses or in such a form that it
 
makesa intermit-.ent or recurrent use possible.
 

.. a k.. fcr example, over short periods with a tough repayment schedule 
tendin- oe:cre hTe turn-over cycle is completed) are no problem, if one can ;et 

t eentin workshoos and shois olten zroves t3 
:,rei .__Z_ tuo ornR :.remises and requiring or t':ng cono-iderabie 

,nvstmenco ,h.nJi, witl, an operator's status e.g. refugee or 



aspirations e.,. 'nvesting in cattle back nome). Parti'tularly women can make
better use of communal market 5talls sneltersor let on a daily rental basis
 
etc. et,-. 

Certainly, services to be rendered to mic.rc-businesses must be witnin the means
of' the cilentele. Lut il, in enerai, assistance is given in small coses,
conditions are tough and services expensive they may serve as a deterrent forfrivolous applications. Thus, they keep away people who are not actually needy
or otherwise want to take advantage .cf. above). Ultimately, such approach saves 
a lot of agonising over- criteria and selection procedures. 

SERVICE DELIVERY AND )MJNAGEXENT 

Foth programmes presented in thi.; paper rely on face- w-fa:e cooperation withc.ie, ts, their operations are rooted in geographically and socially :efined
 
ccmmunizies, neither staff nor facilities differ from their eniror. nt and they
disolav an awareness for the_ credibility and reputation of teir r-e-tive 
programme. Clarity, mod-esty and accessability are su)leoented dv ative

salesmanship, 
 e--ediency in procedures and Dersonalised relattonhips with
 
clents.
 

To develop such qualities in the staff, they not only need to be ex.xposed to
their working environment through research exercises and other staff
develozment measures, but by delegating as authority,'much and cowers to them as
possible. One major characteristic of a micro-business operator, regardless ofhis or her entrepreneurial ouaiitie.s, is to have to take independent decisions
almtst constantly. Such a person finds it difficult to relate to a civil service 
t-pe : field worker who cannot decide and act without reference to some higher
authority. Lack cowersof cn the Dart of field staff not only makes procedures
cumbersome, but also undernines and destroys their, and ultimately the
 

rcgramzme's, credibility.
 

incividuai ard collective credibility of the staff and their capability to take
inoe encent decisions can be maintained and enhanced by yet another 
 if related 
set o: measures. Where certain specialisations in a programme appear beto
indispensable, these should be rotating at regular intervals among field staff.
 
This prevents functions from assuning status and serves to instal internal
 
checks and balances on the behaviour oi individuals.
 

1f 
services are expensive and the jobs of the staff ultimately lepend on the
sales from the services, it should not be too difficult to establish a business
like appearance and to communicate in a language that both clients and field

workers understand: time, costs, etc.none,;, profits inividual salaries must be 
tied to :nd:vidual terformance an e rve4 accordingi±; at regular and
relativ~ei," si, ort intervals. it is also imperative to apy terms of CS~iO'OC atwzich a-.ow even minor lnancila miscc-,,:t t.o be punished by ro.ediate
a~sz.s5 Again, the business-ike approaco to clients woulce reflected in 



the internal management approach. Being soft on clients encourages self
indulgence on the part of the staff and vice versa.
 

PRECORDING AND DOCUXENTATION 

Where trust, confidence and credibility are of such importance, utter 
transparency and control need to be established. The backbone of transparency 
and control is a purpose-designed and always up-to-date accounting system, 
supported by fake-proof receipt and invoice books, immediate accountability for 
collections, disbursements, advances and imprests as much as on-the-spot 
recording of activities carried out or iniormation received. 

In both Port Sudan and Kalingalinga, a sort of individual log boo- for each 
client was developed in which all visits to or from, all financial and other 
transactions, all staff discussions held and decisions taken on tL<s particular 
client, all changes in a client's household or business, regular L zness 
performance reviews etc. were entered, too. This not only gave ci_ its and 
fIlow staff an opportunity to actually reconstruct all dealings between a case 
rworker and a client. It also allowed easy transfer of a case to another member 
of staff and to accumulate an increasing wealth of data and information on the 
basis of which the programme design could be continuously refined and adapted. 
By being comprehensive and carefully structured these log books had an 
educative effect on the staff as well as on the client. 

In addition, all staff need to be involved-in establishing the programme's and 
the individuals' performance. Monthly analysis of the programme's profit and 
loss account, its balance sneet and cash flow, regularly working out the costs 
of particular categories of assistance or clients or isolating certain cost 
factors (such as sick days, transport allowances or the like. not only sharpen 
the staff's mind for business matters. Measures, for example, to curb certain 
cost categories or to be more careful with certain categories of clients or 
assistance which may arise from such efforts are usually understood better and 
a:o:..ied more rigidly if developed collectively and on the basis of full 
trans~arencv. This is particularly true when these measures are put in the 
context of deteroining salaries according to individual performance (for 
example, on the basis of case load and repayment rate). 

Such exercises are most helpful in creating control and commitment if a 
programme.is operating in such a way that it allows comparison between two or 
more competing groups of field workers. The comparative perspective allows to 
identify shortcomings or financial malpractices at an early stage and, 
simultaneously, fosters a healthy spirit of competition and sportiveness among 
the zroups concerned.
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MONITORIRG AND EVALUATION 

ne 3:_d:,rC.Tz.andocu-:ientazion devices applied to monitor, eva'uate and thus
 manage tLe internal oDerations of a programme 
 (of. above" are equally helpful
mcnitor:n and evaluating 

in 
it in terms of its overall obiective F and aims. 

hiier on the one hand these may reculr a dee'zer analysis of and a slightly
different perspective on thie achievements and the non-achievements, they need 
to be measured aainst a ofset quantifiac' tarets. These must be realisticand chailenzinE at the sane time and be x.'rese in unm:stakable terms; e,,.
 
so many clients under service, 
 so many jobs dto 'e created, so much morevalue helped to be added or wealth h -ltcdbe created, so much vojume ofloans disbursed, such a rate of repayment acnieved, so r:uch costs Dcr case saveoc etc. at such and such a po.nt in tiOe. Dealing with i:rc-buslnesses has
the adventze to be abl to do away with :o-called social ccot-eraenit analysis
as all indicators can cc expressed in i-ure. 

ain, the not -..staff n.to -ct these- targets by them celve- : on basis 
o: transparncy and .carefu analysis of pas: ocriormance. "he, al"- need
judse the achieved performance on 

to
 
tzhir own. Thec nciacre i that one cannot

de-Iesate authority and rower within a pro.-ramme tut, at uh tme,same subject
the programme as such to external evaluation as IS usuall toe case. "h:; wouldunderz-ne and dfeeat the asoirations for busineso-i s- -

In addition, monitorinE and evaluation are worthiess unless te, substantially,
and in relation to their costs, contribute to improvin- Doriormance. As suchthey must be done on aregular and almost continuous basis - raiaing exuerts
often come too late to rectify wronE doings, are usually resented by programme
staff and are orone to either over- or underestimate both the constraints and
the oportunitie; of a ,articular programme situation. 

Drozrammes are desirned in a business-like manner, the accounts should
ultimately tell the .only) truth of its performance. In su-h case, there ishardly any external monitoring and evaluation exercise which could justify
itself by reference to its own standards. And if the accounts are in order,
there is nothing wrong in a programme team becoming as suspicious and
resentful of outside exoerts as business operators are of the tax man. 
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