‘;r\. L k;ih i
CSM/No. 58

COMMITTEE OF DONOR AGENCIES FOR SMALL ENTERPRISE DEVELOPMENT

World “onference on "Support for Microenterprises”
Washington, ».C. U.S.A. S o
June 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
Participating Agencies
Agency. C of

Afncan Developmert Bank: Auan Development Bank. Caisse cenirale de coopertion economique (France). Canadian International Devel
Europzan Communit 2. Export-Impon Bank tJapan); Finnish (aternatonal Development Agency, German Agency tor Technical Cooperation; German Minustry for Technical
Jooperztian, International Labuur Office: Inter-Amencan Development Bank: Kreditansult for Wederaufbau (KMw) (Germany); Netherlands Mrastry fue Development
Cooperation. Norsepan Agency for International Develcpment, Overscas Deveiopment Adminisiration (U K.J; Overseas Economic Cooperation Fund (Japan) Swedish
Internatonal Development Authonty. Swias Development Cooperation; Latted Nutions industnal Development Organuzatian; U S. Agency for [nternanonai Development, The

World Bank
Secrctanat and Mailing Address. 1818 H Street, N.W., Room N-9033
Washington, D.C. 20433, USA
Telepho.ie: tArea Code 202) 676-1695/676-0354
Cable Address—INTBAFRAD


http:Telepho.ie

Michael Schulz

SERVING MICRO-BUSINEZSES
IN TWO AFRICAN COUNTRIEZ

- Some elements of successful planning -

A discussion

paper
prepared for

Deuts-he Gesellschaft fiir
Tecnnische Zusammenarbeilt

Postiach 5180

D-35235 Eschborn 1

en / Khartoum
acembar 1930.



CONTENTZ

INTRODUCTION — 2
Meeting Micro-businesses on Their Own Terms 5
YAMEANI FPANG'ONO - NDIKUKULA KWAMBILI

Economic Promotion in the Kalingalinga

Integrated Upgrading Froject

PROJECT BACKGROUND 9
RESEARCH AXKD STAFF DEVELOPMENT 11
MICRO-BUSINESSES IN KALIEGLLINGA 1

OBJECTIVES ABD CRITERIA 13
SORVICES AND CONDITIOKS 15
RECORDING AXD DOCUMENTATIOR 17
PROCEDURES AXD JOB DESGCRIPTIONS 18
SERVICE DELIVERY ARD MANAGEMENT ' 19
CLIENT RESPOESE AND CURRERT ACHIEVEMENTS z1
THE PFPORT SUDAN

SMALL SCALE ENTERFRISES PROGRAMME

Serving the Informal Sector

of an Entire City

PROJECT BACKGROUXD 25
RESEARCH AKD STAFF DEVELOPMERT 26
PORT SUDAR AKD ITS IEFORXAL SECTOR 28
OBJECTIVES AND CRITERI1A 33
SERVICES AND COXDITIORS 34
RECORDINC AND DOCUMENTATIOR -

PROCEDURES ARD JOB DESCRIPTIQNS 39
SERVICE DELIVERY AED MARAGEMEHT 39
LIEET RESPORSE AND CURRENT ACHIEVEXEETS 42
SOME CONCLUDING OESERVATIONS

FOR FLANNERS AND PRACTITIONERS

The Quest for Creativity and Hands-on

Approaches in Design and Management 46
SOURCES ABD VOLUXE OF FINANCE 46
INSTITuTIORAL SET-UP 47
PROJECT OUTREACH 48
RESEARCLH ABD STAFF DEVELOPHINT 48
OBJECTIVES ARD CRITERIA 49
SERVICES AKD COKDITIONS 49
SERVICE DELIVERY AED MAKAGEMEET 51
RECORDING AED DOCUKENTATIOR 52

RONITORIEG ARD EVALUATIOK 53



INTRODUCTION

This paper, for the author, marks tnes 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
developmeat. 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,
operating under different politico-economic conditions in different socio-
cultural environments and, perhaps more important, in totally difi - znt
lnstitutional 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 researck, staff development and programme design,

which this paper 1s all about and which the author, with varying success, could
convey to his colleagues in the field and at the desks.

The paper furiker attempts to show that
- micro businesses nead permanent access to certain services:
- this, in turn, requires highly specialised service agen. .es;

- 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
whickh today reach out to all squatter and fourth-class residential areas of Port
Sudan. As of June 1986, i.e. two years after it delivered its firs:t sarvice to a
client, the FSSEF has reached out and sold a variety of services to appr. 1,800
miCro-business operatlors. Appr. $ $00,000 have been turned over in loans, the
overzll orincipal outstanding bezen raised to appr. 300,000 and the default

ate has continucusly dropped, to currently below 0.3%. The interest on the
loans together with izes collected for other services. some tima nex

"



year, may pay for all recurrent field expenses of the agency. Together with an
increase in charges to also cover inflation, the 2§ cenior staff, as a collective
entity, will then have to finally decide on the institutional future of the
PSSEP. Over the past three years, they have prepared themselves thoroughly for

a trans:iormation of all local operations into an independent private service
agency and the ultimate discontinuation of all outsida financial and managerial
inputs.

Yambani Fang'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 bezn received by 40 clients, of which
47 had been fully recovered already. VWith only 3 field staff and a portfolio in
the Revolving Loan Fund gradually increasing to merely $ 5,000, {* ‘s expected
to have turned over appr. $ 20,000 and have served perhaps 130 c. :ats by the
end of 198%. 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% p.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
(FMO), the Zambian Trade Union Congress and the Friedrich-Ebert Foundation.

It iz particularly this latter approach to financing the risk of inflation
through State-subsidised loans from commercial lendlng institutions, which may
be oI interest in a third prOJeut [
!xperienceraarﬁ_vﬁ" :
%ﬁa&m:am ETRE N n PLORR s
gypf% The final outllne sugges's o create rpec1al unlts or, preferably. '
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
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 seridusly considered for implementation by the
governmental Principal Bank for Agriculture Credit and Development branch in
Dumat and the private-sector National Development Bank in Sharkeya. The credit
portfolio and all recurrent expenses will be borne by these banks, while the
rord Foundation may pay for the costs of research and part of the training,
and, in ths build-up phase, may guarantee for 25% of all defaults.
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Meeting Micro-businesses on Their Qwn Terms

For years now, the informal sector has been the focus of hot debates, in
acadenmic circles and in development agencies, as much as between the two on the
one hand and national governments in Third Vorld 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 about mostly not because but despite of these
debates.

Academics have been busy tc indiscriminately collect masses of data, tg create
universal concepts and models cr to refute them. The dualist concept of the
intormal cector as a traditional remnant, as opposed to a modern industrialised
econory, for example, was first developed in Africa, yet 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:-is declare it
a. alternative to modern evils, such as "mass production”, "bureau scy"
“.onsumerism" etc. And for some selif-styled Marxists it representz all evils of
capitalist modes of production, ranging from false class consciousness cver
chiid labour to exploitative dependency.

Iy stress the economic growth potential of
i, ; Bect it to solve the problems of

underempioyment, to accelerate original accumulation, to spearhead technological
innovation, to re-distribute wealth cr to achieve similar miracles. Community-
oriented grassrooﬂghozganisations 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 nct 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 sccio-psychological aspects of
their environment;

- assess their opportunities for growth, income generation, job
creation, innovation etc. or rather identify the level at whick

such opportunities can be exploited;

- speciiy and rank the constraints on them;
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- suggest objectives for_ interventicn; and
- design appropriate methods and measures of intervention

in a particular and dafined economy. This failure iz rocted in the deep
institutional, conceptual, operational and aspiration gap that separates what,
for good reasons, has been called the Informal sector f{rem the formal agencies
that wish to study, rescue or even demolish it.

vhat we have come to learn in Fort 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 cperations escape the instruments of Ieasibility 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. Regiomai, national, local and perscnal circur -ances shun
standard responses.

Depending on regicnal and national economic conditiorns, 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, kowever, and in whatever shape, the informal
sector is the indispensable functional complemernt of its terminclogical
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 oi producing
and reproducing the ccmmodity "“formal sector labour" down, both directly, for
the formal employers, and indirectly, for the State. As such it is an integrated
social system, nct confined to purely economic activities but encompassing
Leaith, housiag, schooling, training and other amenities. Altogether they provide

- chelter 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 population of most Third VWorld 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 economi: growth and
emplovment, howaver, are declining. And yet, these exploding masses of urtan
poor s&=m 10 be surviving Iar better than their supposedly 1ood-growing rural



cousins. This miracle of true self-reliancz and selt-help has come to be called
“the informal sector", and it is hare to stay. The informal sector may loox ugly
and defy all models of a just and healthy society, but it grows and develops
according to its own laws.

The bhasic decisicns underpinning the three programmes described here are

- to support this spontanecus development of the informal
economic cector; 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 outloox on business and life in general.

These are only the first (mental) steps towards practically doing away with the
institutional, conceptual, cperational and aspiration gap and creating a higaly
specialised service agency, which can provide permanent access to services and
can sustain its operations from the sales of thesa 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 descripticns and solutions offered
by the growing body oi studies, reports and papers cn the informal sector. Ve
increasingly became informal businesses in our own rights and adopted business-
like practices—a product design, marketing, management and recruitment.

Ve 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 thair 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.
Kore izportantly, we appreciated that as business people who live on the margin
of ex:stence and have learnt from bitter daily experience, they know the
lanzuage of money, they know their market, their opportunities and constraints,
thelr =zirategies of stayving in business far better than we may ever be able to
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know. Micro-business opera*ors—have a lot to teach and can perhaps learn very
little trow, normally 1ll-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 coniine themcelves to those services which are

- too 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 far

by micro-business operators.



YAMEANI FPANG'ONDO - NDIKUKULA KWAMEILI
Economic Promotion in the Kalingalinga
Integrated Upgrading Project

PROJECT BACKGROURD

Kalingalinga, as a settlement, is one of the oldest squatter areas of Lusaka. It
provides village-type housing for appr. 2,500 families or 12,000 to 13,000
individuals. 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.
Hore recently, it had become both an eye-sore and an attractive piece of land
for expansion, as it is located in a Sstrategic position along one --in road to
the international airport and near high-income quarters, the unive :ty, the
mass-media complex etc. Despite five years of upgrading, the ques: ifor 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
oif Agriculture ths GTZ got involved with the Lusaka Urban District Council
(LUDC) to jointly improve the area. The GTZ ultimately signed an agreement %o
technically assist the LUDC 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 uncer the bilateral aid programme. Apart irom pursuing
conventional upgrading tasks, the project agreement stipulated to also promote
economic grassroot development and to sub-contract this component to a
supposedly competent 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 work
and general community development efforts, had failed to meet even minimal
expectations. Iln addition, the first German shuttle expert, assigned to assist in
the physical planning for a number of months every year, had taken on to also
look aiter economic promotion. His ideas of economic promotion were shaped by
"approrriate technology" conCapts which he felt were relevant for the overall
paysical upgrading and could create economic Oopportunities in Kalingalinga. What
amounted to his interference and impositions undoubtedly increased the general
confusion over what eccnoamic promotion was all about.

Finally. in latz 1684 another German architect replaced the first expert, and
the LUDC took the ecoromic promotion component in their own hands, without
hecassarily knowing what to do about it. The Zambian coordinator for the
overail project, at the suggastion of the GTZ, visited the Port Sudan Small-
Scale Znterprises Programmeé for two weeks in eariy 1985, and it was

-
o
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subsequently agreed between the LUDC and the GTZ, that the author, in a two-
stages consultancy, should 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, peddling, street-selling of cocked food in general and all
economic activities in residential areas. The cadres of the ruling UKIP are
particularly hostile toward what is officially called proiiteering and
exploitation, and the Party has published a 1986 calendar that on twalve pages
porirays micro-businesses as the incarnation of exploiting the masses. A Youth
Vigilance Force has been given the power to take action against, among others,
streetv sellers.

Generally, development agencies regard Zambian employees as not 1" .stworthy and
inefficient, "benericiaries" of development projects as overdemanc. - and
overdependent and borrowers in credit schemes as particularly bad risks.

On his arrival, two women, one employed with Project funds, another seconded by
the LUDC, were administering more or less listlessly the approach 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 meuber;

- 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
Ifor 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 nsgligence for their job on the part of the LUDC
administiration

- constant interference from and favouratism demanded by local
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Party officials.

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

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

RESEARCH AND STAFF DEVELOPXENT

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 a
three months training course in micro-business promotion for tae <wo women
blus a group of four young men, who had been employed as trainez <or the
overall Froject. In content and basic methodology, the course res:.zied the one
developed in Port Sudan (below), only that the lower level of education and life
experience of the Kalingalinga staff, their initial lack of motivation and the
short time available appeared to require a more active input from the
censultant who ended up doing the actual classroom teaching. Aiming at their
full participation in planning a new design of econcmic promction and
developing their capacity to implement and manage it on their own, the course
conslisted of three major elements:

- studving 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 local
conditions. They are available as a set and for further use at Project level
from the LUDC Feri-urban Section as well as from the GTZ - FB 312.

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

The second element consisted of two distinctly different metbods:

- & complete cansus of all self-employment activities noticeable in
Kalingalinga; and
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ten davs each with a micro-business

- wwo fireld placements ©
in Kalingalinga;
which together served the double purpose of taking an inventory of and exposing
the course participants to actval micro-business operations. Due to lack of time
and discretionary funds, the idea of letting the participants develop and carry
out & defined business project o their own had to be dropped.

The third element, while toucking upon such topics as marketing, costing, credit
management etc., in the course of events concentrated on how to set up, keep and
analyse records eic. as a preparation for an independent ~ud rigorous financial

management OI th2 micro-business promotion programme to be designed.

In retrospective, it looks as if the second element of expasing the participants
L0 actual micro- business operations could have bean expanded at the expense of
the third elexment. Mainly due 10 their poor performance in basic z-ithmetics
and the ralse but deep-seated accountancy concepts two of the br: -er
participants bad picked up at colleges, too much time was spent in the
classroom that could have been spent in the field.

Through the combination of small material incentives, motivation exercises,
recurrent achlevement control and a tight time table, most participants
developed a sense of discipline otherwise unknown in the overall Project. At the
suggestion of tpe consultant, the LUDC transferred ons participant from the
praject for continucus indiscipline, another failed to follow the course and was
removed by the Froject Coordinator. A third participant left Froject employment
for further ecucation, aiter successfully completing the course.

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

MICRO-BUSINESSES IN KALINGALIEGA

The census and other field exercises had revealed the following situation
characterising the iniormal economic sector in Kalingalinga (figures as of
June 1985 at the exchange rate of the US$ at the time):
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- more than $0% oI all micro-businesses were engaged in some
retailing, 1C% in manufacturi

- apor. 3.5% of the 2,500 households received their main incoms and


http:hybernat.ng

13

another 12% or so a supplementary income from some sort of micro-
business;

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

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

- micro-businesses provided appr. 200 jobs in additiou to the one of
the owner and a total menthly income of appr. $ 16,000 (eguivalent
to 2,000 jobs casual labour jobs in the formal sector); and

— they turned over appr. $ 27,000 in consumer income every moath.

The main constraints on micro-businesses in Xalingalinga were id. -ified as

- heavy undercapitalisation compounded by lack of access to credit;

- legal, edministrative 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 cf manufacturing, repair and
services businesses.

OBJECTIVES ARD CRITERIA

With the consideraticns as outlined in the introductory chapters cf this paper
in mind, the participants 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

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

- evantually exterding services to virtually all existing and budding
micro-businesees in Kalingalinga;

- facilitating strictly impartial and non-selective appraisal of all
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applicants who mest the basic criteria;

—

- maintaining a high cegree of flexibility and expadiency in
designing individualised business plans with clients;

2 - increasing incomes Irom micro-businesses in Kalingalinga;
- stabilising and increasing the number of jobs and on-the-job
training facilities provided by micro-businesses in Kalingalinga;
3 - widening the range of cozmedities and services randerad by

Licro-businesses in Kalingalinga;
- producing and keeping more wealth in Kalingalinga;

- and eventuzlly reducing the (relative) prices of commciities
and services available from micro-businesses through -.creased
cocupet.tion.

The criteria to be applied were based on a number of considerations, such as
the LUDC approval to operate, the security of Project funds, the feasibility of a
businass(1dea), the perzonal prerequisites for survival in business, the need to
spread the impact and benefits and the logistic impracticability of providing
programme services beyond tke community boundaries. An applicant wishing to
buy services irom YAMBANT PANG'ONO - NDIKUKULA KWAMBILI must prove that she/he

- 15 a Zamblan citizen in possession of & valid National Registration
Card;

- has Jamily responsitility in Kalingalings,

- Las beexn CD;TIWUDUbly residing in Kalingalinga ior the past
three Vears

operating (or pilanuing to operate) a viable and socially and
culturaily acceptatle bu51nesb in Kalingalinga (ruling out gambling,
loan sharzing, prostitution, black magic, dealing in stolen goods,
ing alcohol ete. but leaving legal definitions in

- access to credit was more impcrtant than ithe costs of
credit;

cusiness had an actual turn-over perioz Ior warking capital of
ve2

O
LOors tLan ilve
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- women faced great difficulties to safeguard their little capital
and cash against family demands or their husbands' interference.

SERVICES ArD CONDITIONS

In response, it was theretore agreed to offer the following services at the
described conditions (presant rate of the Zambian Kwacha appr. $ 0.16);

Yioro working capital loans

Mawxinum loan volume

urit

)

¥a

<

Vnrk‘ngvhapj‘al loans
M;;imum loan volume
Maximum loan volume
Katurity

Hepayment

interest

Security

25% over previous requirements (or lcan) but not more
than K 200 at a time;

equivalent to previous turn-over period, but no longer
than @ days;

equal daily instalments, beginning the
disbursement;

1% of total loan value (instead of principal) per day;
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.

after loan

K 200;

no fixed ceiling (practically appr. K 1,000), but not
exceeding 5% of previous requirements for one turn-
over period (or previous loan) at a time;

equivalent to previous turn-over period, but no longer
than 5 weeks:

equal weekly instalments, beginning the week after
loan disbursement;

2% of total loan value (instead of principal) per
week;

personal movable assets equivalent to the loan volume
and a guarantor residing and owning a housé in
Kalingalinga and with a steady income of more than

K 300.

dire purchase of ools and aquipment

Kaximum loan volume
Maturiwy
Repayment

JNTErest

K 1,000 at a time;

no longer than 20 months;

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

4% of total loan value (1instead of princiral) per



month;
Security all 1mplements bought from the loan and, if felt
nacessary and advisable, a guarantor.

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

Busipess advisary services

Available also tc 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 manage cash, stock, capital investment and labour
more efiectively;

- how to diversify and mix stock profitably;

- how 0 attract more customers through improved cleanlines
“isplay, advertiszment otc.;

- how to develop and make gnod use of appropriate basic records;

wherever it apolies and makes good sense.

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

In some ceses of loan applications the staff may deem it necessary for amn
applicant to subscribe to a period of advisory services before she/he can
qualify for a loan or client can receive a subsequent loaa (in case previous

ac
loan use was regarded in

izifectiver.

o

- Ve ~ 45 - 3 w1y o et = ~
Larzeting and supply assistance

S
A

- Identiiying a

- negotiating
LUDC);

- securing availability and delivery of supplies with bulk suppliers
(State wholesalers, commercial farmers etc.).

ot

zrnitive sources of supply;

1 .
ulZ contracts (particularly with the Project and the —

o

+

Fees: 2 to 10% ccmmission on the total value added.

{AKEANT PANG'ONO - NDIKEUKULA KVAMBILI also lets a limited number of business
premisss to micro-business operators at a rent set by the LUDC which, however,
is directly plowed intc the kevolving Loan Fund. These premises are either
underutilizeld Froject facilities or could be developed for a specific applicant

and viab.e purpsse within thae Iroject premises.
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Further Zonditiong
The registration fee of K 2 is non-refundable.

An applicant must re-register and pay another K 2 registration fee if during
the appraisal process she/he misses any appointment without prior notification.

Equally, an officer missing any such appointment has to pay K 2 to an applicant
from her/kis own pocket.

in applicant or client is required to fully cooperate in establisliing a true
picture of her/his home situation and the state of the businass(idea/plan). This
antails (somatimes repeated) home and business visits by the staff and
independent enguiries from neighbours etc.

Any zttecpt at deceipt will result in discontinuation of services znd, wherever
applicabla, appropriation of security and remaining goods bought m the loan
(until full payment of the loan plus accumulated interest) and di:z.ualificaticn
for any Iuture assistance.

All payments have to be made at the field office. Continuous late payments
raguiring follow-up visits by the staff will result in disqualification cr
suspension of services.

RECORDIEG AND DOCUMEHNTATION

Simultanzously, 2 system was sat up to record particularly financial
zransactions, as the ordinary LUDC accounting system does not allow expedient
handling of cash and has no procedural provisions for revolving funds. This
cystem comprises of

registration forms
- numbered receipts and imvoice books
- loan and rental agreement rorms
- the working ledger with provisions for instant analysis
- the client account cards
~ the client log books
which ar: reguired to be filled or entered into as the respective transactions

ake place and. thus, Zacilitate instant checks and balances and immediate
U ary.

03]

jLiilng, 1f deemed neces



In acdition, a client will sign any changes in her/his principal in the client
log boox.

Twice a month a balance sheet, a profit & loss statement and a cash {low
Statement are prepared by the field officers, and regularly checked and verified
by the LULC Audit Section in the field. The field staff also prepare forinightly
cash flow projections for their own information, reflecting expected instaiments
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 appralsai process (home visit and business analysis) are entared in
the client log becok, providing a growing body of data, case Listories and so
eccnomic iniormation and facilitating easy monitoring and avaluation ac well
furtier planning.

o~
a

)
I

PROCEDURES AKD JOB DESCRIPTIORS

The basic procedures to be icllowed in dealing with applicants and clients were
laid down as Ifollows and specified in more detail in the actual Programme
document):

1 general promction of services
individual calls on prospactive applicants
3 careful explanation of criteria, services and conditions and the —

purpose of a revolving loan fund in the appropriate vernacular
filing of application and collection of registration fees
5 home visit; establishing fawily composition, income, general
iiving condi residential history and personal trustworthiness
oi applicant ¢ dged by fieldworker responsible for case)
enquiries in asighbbournood as to an applicant's trustworihiness
7 business anal . establishing basic business data and its tist
as well as the (potential) viability o:r the business (idea/rlan)
lining a nore cetailed business plan with client etc. o
8 presenting 1indings and the joint client-fieldworker's request to
the micrc-business promotion team for discussion, refinement and
appraical
cdeciding on xz:ind
reiating team de
1
d

-

o C

o

volume and particular coaditicns of assistance

lon to applicant and finalising contract
disbursin
zonitorin

“client in the pr
recovering the lcan
deternining volu
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lf for any reason the respective fieldworker or the team as a whole in the
process feel a client is not reliable, they may disjualify her/him or suspend
sarvices 1or 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'ONO - NDIKUKULA
KWAMBILI. As such they do not specifically state the routine duties of a2 LUDC
officer, but take their proper and timely execution for granted. 4nd while the
ovarall assignment is highly structured, it is understcod tha:i, for the sake of
smooth operations, everybody must be capable of filling in for everybody else
(be it attending to somebody else's case load, record keeping, repart writing or
any other duty).

Objectives, services, procedures, job assignments and recarding devices form an
integrated system In which one element supparts the other. Any m ‘or change in
one element will instantly require apprupriate changes in all oti  elements.

The procedures, techniques and the whole system was practised with phony cases
anl transactions and dummy cash, forms, books etc. for two wesxs, uatil the
LUDC administration, rather unexpectedly, approved the experimental

lmpiementation of the programme in the form presented above.

A revolving Loan Fund of initially K 5,000 (plus K 1, OOO for staif incentives)
was to be set up, and the staff had outlined a special programme to recover the
0ld arrears and seiling assats left redundant by scrapping the old approach.

r agreeing with the staff on certain target f{igures to be achieved by
ary 3lst, 1986, the consultant left the country in early September 1985 to
L in i Oor ancther 3 months.

SERVICE DELIVERY AND MANAGEMENT

In terms oi sustainability it may be too early to declare YAXBANI PANG'OKQ
SDIKUKULA KWAMBILI a success. Its sustained success, hawever, is closely linked
t0 tne wider institutional set-up of the LUDC. YAMEANI PANG'ONO - NDIKUKULA
KWAXEILI is only a minute part of the overall LUDC operations. 1t is rather
unrealistic to expact an institution (employing more than 6,000 people and
spsndi ing several million US$ every year) to change its long-establishad and
cherished bureaucratic culture, style and procedures for the sake of a small
unit employing & stafi and a prospective budget of nct more than $ 12,000. And
there is an undeniable basic incompatibility between tha LUDC ana zicro-
business promction in Kalingalinga that will remain a constant source of mutusal
irritation. To allow YAHEAHI PANG'ONO - NDIKUKULA KN to work the way it
15 WIring at present, i perhaps taxing the ul:imate l:mi:s of the LULC
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Kalingalinga experiment in cther low-income quarters af Lusaka de
unforeseen sense of innovation and commitment on their part. lI tke 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 narrowing the gaps
between the world of the informal sector and that of formal institutions will
indeed disclose that, apart irom appropriately designed services, manazement
and style are the crucial elements. YAMLANI FANG'ONO - NDIKUKULA EWAXBILI
strives Ior 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 managemern:.

Xicro-businass coperators are not different from other business operators in
that they appreciate the purpose of business, which in the final analysis is to
d money is also a business, yet a particularly rissy one.

o om

make mopey. To io
Thereiore, tc icse money means to lose reputation as a business. The clients in
Kalingalinga do seam to understand the need for rigorous appraisal of loan
applications. They express their confidence in YAMBANI PANG'ONO - NDIKUKULA
KEVAXEIL] as a business by their general acceptance ci the chargsz, siacere
' 1lad conditions and through steadily increasing desmand and
punctual repayments. More than half of the clients have another client as

n 1 monstrate salesmanship by actively =oliciting new clients
on business operators and residents not yet served. They
lon to clients supersede “"gifice work™.—

The clarity of structure is based upon a set of well-defined criteria and
conditions and s reinicrcad by the deliberate and comprehensive guidance prior
LG accapiing ar application. Most importantly, however, the clarity i1es in the
Instant and 1mpartia: appraisal process that is in the hands of the ficld staiif
only and whici 15 not tuurred by sometimes intomprenensible committes
decisions. Sc far, only two out of 47 applicants had to be turned down because
thev nhad not mat the criteria. Tme early applicant withdrew because she had
i03% confidencs in her atility to weet the sirict conditions, but re-applied
later and bLas becore a reliable client since. Two others, who had missed
AppOinimants and thersicre were dropped, alsc re-app.izd and are cow Seing
szrvez. Only two appilitanis were turned down, b2zause the staff fz2it thev would



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 noney, and 1o 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 disbursercent,
signing of contracts, issuing of invoices and receipts etc. 1s done in lass than
30 minutes. The payment of instalments takes no longer than 10 minutes.

¥odesty in style expresses itself in various ways: attitude and approach of
staff towards clients, location, cutlook and furnisaing af the fisld oifice,
setting of ofiice hours and rendering services at the clients' places of
operation. The stafi are polite, considerate and show respect for ‘heir clients.
The field office is located in a former carpentry shopo, with neit ceiling nor
proper windows, but with a sufficient number wf comfortable chair. ior visitars.
It is open and attended to all day rouad, and the s=aff take turns in field
assignments and in breaking for lunch.

Xicro-businesses are deeply rooted 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 particular socio-cultural environment in which they are
working. This empathy is likely to flourish if staff deal with clients on
business terms, i.e. on equal footing, and if their jobs depend cn their
achievements in selling services and making sufficient money so as to maintain
their jobs.

CLIENT RESPONSE AND CURRENT ACHIEVEKENTS
For the 1ng

roundad f{igures 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, witn an
original portfolio of less than $ 1,000 and with only 3 staff YAMBANI PANG'OKNOQ
- NDIKUKULA KVAXBILI had reached out to 40 (or 10%) of these businesssas,
extending &4 loans or a total loan volume of more than K 3G,000 to them. Of
ibese, 47 loans, representing K 22,000 have been fully recovered already.

The average single locan amounted to roughly K 400 with a maturity of 3 weeks.
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65%% of the clients were engaged in-some form of retailing (as opposed to 82% in
the total business population as covered by the census), 25% in nmanuiacturing
(census: 12%) and 10% in repairs and services (census: 6%

42% tor 17, of the clients were women.

353% (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 guarantor, and all accumulated interest paid by the field

oificer responsible for serious flaws in appraising this applicatior.

Kot cone Kwacha was lost to financial mismanagement or imbezczlement by the
1 ts

stafr. All accour are properly balanced and have been verified by auditors.
F >

(o

The Revolving Loan Fund was started (with a 12 weeks delay) in Kcvemter 1985
ith an initial transier of K 6,000 from the main Froject account -to the
separate pank account for YAXBAN] PANG'ONO - NDIKUKULA YWAKBILI. _7 these a
stm of K 1,000 was set aside ror staff :ncentives and vetty expaenses. [he

rznainder of K 5,000 can be considered the jnitial portiolio.

As of 17. 2.1986, the porziolio has grown to K 12,500, or by 150% over and
above the in:tial net 1investment. The increase stems from three separate
sources:

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

- K 1,800 have been collected in old arrears (while ocnly X 150
in old arrears bhad to be written off);

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

—
ot

5 this latter rigure 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. 3.198¢ K 12,000
ares 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% tor 0% p.a.). Such a rate of return together with the present rate ci growth
in the total principal outstanding (appr. 20% per moath, increasing the
outstanding principal to more than K 30,000 by the end of 1986, would cover all
Gevaluat:ion caused by inflation and a major share of the direct fi=ld axpenses
and overheads. -

0n

K 15,000 p.a. in direct running costs and overheads, 35% inflation p.a.,
lts o be written 9fI and a yearly return o: &0% on the principal, the
aciual oreak-even point for the Revolving Louan Fund would be somewhere near






permanent cperations and, at ieast, thrae are rlww~n to have made substantial
Capital investments from cash Iireed by working capital loans, one can cafely
assum2 that, as a rule, the loans have zontribut:d to impreving the business

d to have reached out to, at least, 130 (or 30% of all
ngalinga) by the end of 1986, one can further assumpe
diract improvements as a result of increased competition,
‘ugh mutual transactions between different trades we ‘thin
a higher degree of general confidence in the viabili ty of
usinesses as such, which, in turn, may produce pclitical ramifications in
U

Tavour o: micro-opusinesses, at least at neighbourhoond level.

Apart Irom the 14 start-ups tncluding 1 tailure, 2 businesses still vulnerable
and 11 relative successzes), 19 rnow pald jobs have b with The help of
the loans. Only one cf the s‘art—ups had given up h: oug jor. ail cthers
bad nc secure income prior to assistance. This together L tae servad
feneral increase in investmant may galr Justify tha conjecture, t. .t also
family 1ncomes have been stabilised, if not irproved. This assumg i

by the overall satisfacticn clisnts NEPrEsSS wWhsn Casually asked about
1 effects of.the loans on their life.

“

0

Ten of the icrty clients served so far are grocerers. The impact of YAXBANI
FPANG'ONO - NDIKUKULA KVAMBILI on the supply of na*ingallnqi witd tasic
commodities is probably the most dramatic, and n0b0dy Lad ewpected it to be

achieved in five months only. FTerough the loans, the variety of commodities
avaiiaole has increased :uostadt'dllv,Aana growing competition has forced even
those grocerers who have not yet come Ior a losn to sell mealie-meal, sugar,
galt, coozing oil, washing powder etc. in stancard quantities and at reduced
(i.e. standard) prices.



THE PORT SUDAN -

SMALL SCALE ENTERFRISES PROGRAMME
Serving the Informal Sector

of an Entire City

PROJECT BACKGRQUED

uro Action ACORD (EAA), the implementing agency of the Port Sudan Small-scale
rterprises Frogramme (PSSEF), is a rather unigue organisation in a number of
p ects. These have to be Jescribed briefly so as *o appreciate the not very
mnon 1nsiitutional history and outlook of PSSEP as a budding local agency.
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international conscriium of 26 Western European and Canadian #GQs

naither religious nor overt political ties (such as Owxfa-. Radda

ni lese, or Deutsche ”"thurg railfe). Founded in 1972 : 1 response

ael drought, it confines ite cperations to a 1'aited num:i.: of African
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to most OI its members, is a strictly

plementory avency and has nn funds of its own. A praoject is financed by

Loer Contributions, on a yearly basis, to this particular project. The
r-ers. prasently located in Lond01 and its faw lo**l representative
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ole organisation depends on the success or fallure of its praojects. The total
A budget has reached an unrracedentod peak of appr. & 11 million in 1966.
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The general mandate of EAA is indica

tad 1in 1ts acronym ACORD, i.e. Agency for
Cooperation and Ressarch in Developnoent

in more detail it stipulates to
- carry out research and development

- with the poorest of the poor

- to achieve more self-reliance

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

ively young and vulnerable, has remained

The agency, beai rat
d is generally known for inpovative programning and eificient

P

n
unbureaucratic a
canagement.

and only urban development programme. It emarged from
EAA to the Sudanese government in 1980 to stimulate
=5 Ameng spontan=ously settled refugees in Fort Sudan.
2d his wife, Judith Schulz, wers charged witkh the task
programmz and guide its initial impiementation. They
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are faced with a conceptual and structural tabula rasa and given nin2 months
ime to come up with an cutline to be presentad tu prospeciive funders.

RESEARCH ABD STAFF DEVELOPMENT

The two programme coordinatcrs had very little axperience in what became
programning for the informal economic sector. On the other hand, the complexity
of the situation in Port Sudan was recogrised at an early stage. Together with
the dearth of experieace in urban urban programming and the generally high
regard I1or research within EAA, thiz rejuired extensive original studies prior
to designirg the rrogramme cutline.

Equity considerations and the fact that refugees were spread all over town and
economically not necessirily worse ogif than their Sudaness n2ighbours, in terms
of programming, suggested an integrated, non-discrim: natory acd town-wide
outreach. Because tne data available on Fort Sudan in general and -s informal
sector in particular proved not to be very reliable, genuine and ~ad first-
hand field researc pearad to be necessarvy.
ﬁfter < months of informal faniliarisation for themselves, the twa project
coordinators hacd outlined & comprenen51ve plan for an initial resaarch
programme and hired 1% Sudanese and refugess tc carry out the actual fieldwork.
They were women and men of all walks of life, different ethnic origin, age,
education, experience and political creed. The research caverad 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 intendad to
meet any rigorous scientific standards but ta help estzblishing a clearer
general picture of living conditicns, sources of incoms, occupational careers,
residence patterns etc. Thic first phase comprised of
- & complete inventory of governmasnt and semi-privat2 services
(education, health, transport, sanitation, water and clect tricity supply,
police, recreaticn etc.);

~ &an inventury of political organisations and pcolitico-administrative
bodies at neighbourhood level;

- @ household survey based on a guestionnaire with 70 topics (n=373)

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

- lengthy discussions with administrators, nurses, teachers, police
officers and political and religicus leaders at neighbourhcod level

Wnile these cata were compiled by th

a Zrzining course in micro-pusiness
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rovght up to altogether 24, half women, half men, so as to fill certain ethnic,
age, gencer or prolessional gaps in the composition of the staff team.
The actual analysis of the data, as part of the subsequent classroom training,
helped to identify areas and topics ior further research to be woven into the
training course. It was this process that produced the idea of subsequently
cambining the taking of an 1nventary systematically with exposing the course
participants to actual micro-business agperations. Al) of the 24 staff originally
came Ircm a more or less poor urban background, but through education had just
managed or were aspiring to escape its worst aspects. Toey abviously found it
difficult to go back t0 this same background and to avoid a patronising
attitude towards people who had not managed to escape it. Exposing tnem to this
iife again comehow helpad 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-btusinesses, except tradin, :in any
form or shape (n=3,600);

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

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

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

The classroom teaching, apart from preparing and analysing these stucies,
covered general topics of planned development in Third Vorld cities, smail
businass management and micro-business promotion. The major part was based on
Kalcolm Harper's Consultancy for Small Businesses (Intermediate Technology
Fublications, 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 games as means of instruction. In addition, the national,
ethnic and political heterogenity of the stafif reguired constant eiforts to
create and maintain an if delicate spirit of cooperation and team work. In the
process, three emplovess had to be dismissed and replaced, because they
obviously had problems to respect other cultures or political creeds.

an20usly with the outline of possible services to be offered to micro-

1mui
dusinesses in Fort Sudan, a comprehensive system of procedures, records,
€poriagz and accounis was developed and its operation trained. Finally, the

H
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¥ith no exception, Zield workers were met with great cooperation and furnished
with all data required. Particuiarly govarntaent officials at local and
neignbourhood level were positively delighted 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 process, between the arrival of the project coordinators and the first
round of applications receilved, took 16 months in time and a total of

appr. ¥ 120,000 in expenses (incl. all overheads). Even in retrospective, it
would be zard to :ell what components of this extensive period oI preparation
could have been shortened. Not delivering tangible results for so long, however,
definitely taxed the patience of EAA and the project funders to ils limits.

PORT SUDAN AKRD ITS IFFORMAL SECTOR

After independence Port Sudan had about 50,000 inhabitants; in 19064 the
estimate was &0,000 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 navural growth rate is estimated to be 2.3% p.a. (or 0.9% below
national averagel).

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

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

The founding pericd was characterised by the consolidation of Anglo-Egyptian
colonial rule in the Sudan. Geopolitical considerations and the nesed for an
outlet ifor the explaitation of raw materials merged and iaid thes foundations of
Port Sudan. In 1904, the Arbaat wells, some 40km nortaowest cf the town centre,
were 1irst tapped ta 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 19206 and soon extended to Fort Sudan. Three
3rs later the Iirst docks in the new harbour were inaugurated. With the
accelerating decline oi Suaxin, also pilgrims on their way to Mecca iound a new
“rz.zi: zcint in Pert Sudan. The development of the town centre itself continued
untii the mid-twentiss, and these building still give shape to the visible part
Tt I lowWnscape.
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Tre bez: rllnb of World Var 1l underlined the strategic pcsition of Port Sudan,
!ootlcutarly in the conquest of Eritr2a and other battles of Northeastern Africa
and the Horn. Population growth had been rather slow in the first forty years
0f its existence. A5 a result of the war the town grew rapidly in size and
population during the torties. The first fourth-c la S5 Lousing areas not
resiricted ic particular employment were consiructed near the town centre,
mainly for retired soldiers and the increasing labour force in the docks which
usad ¢ cawp in nomadic tent settlements at the far iringes of the town before.

n.

Although growth rates stabilised between 1650 and the late sixties, vast illegal
settlements emerged in the north and northwes: of the town. Vohether by
coincidence or not, plans for upgrading these squatter areas on a large scale
began ¢ materialise at a time when the first oigger indusirial estates were

in the nortihern lHGUSuFlal area of Fort Sudan.

The importance of tae port itself hegan to decline rapidiy with v closure of
the Suez Canal in 1968. Yet the populatimn iept growing at an ac: -.rated speed,
by no means proportional to the industrial developmernt. The changing ecological
conditicn de Red Sea Hills, however, and the beginning influx of reiugees
irom Low laan in Northern Ethiopia had a major impact cn the
growth in numbers of town dwellers. In 1065 the Ethiopian goVﬁrnment had begun
area bomting oi the LDWlanQb, expelling thousands uf nomadic X¥uslims from their
aomeland. And whereas in the beginning ci the sixties the population of the
SuGanese Red Sea Province was equally divided into rural settlers, nomads and
urbanives, the dramatic changes in rainfalls since then has upset this balance.
Today perhaps 7J/ of thne citizens of the Red fea Province are liviag in urban
centres, 50% in rt Sudan alone.

In fact, the desert is encroaching on the town from the rorthi and northwest
where there used to b vast thorn tree forests. Since the end of the sixties
this has led to a clear switch in the pattern of town expansicn. This new move
was sp2arns2aded by spontansous illegal cettlement on the southern and south-
western Iringes of town, followed by the construction of a ring road and the
irshment of some major industries on the road to Suakin. Today, industrial
lorzent has taken the lead and deliberately accommodates further town
nsion in the south and southwast. The ring road connacts these new sites,
In a wide half circle around mest of the squatter areas, with the old industrial
Zenire and the port faciilties in the north.

Almost 80% <or 400,000) of the town S inhabitants live in sgquatter or so-called
fourth-class residentiai areas. The latter differ from the slums proper in

various aspects: plois were originally standardised in zize (usually 16 »x 14m

and crganised in rectangular blocks with 30 to 40 plote. Leasehoid of plots i

Salzzec, though renewed only yearly. Fublic water supply has bsen exte

4 are supposed to be situated in evary other blo

: ¢ connectad to the pubiic powar supply. Transport and

primary =cnoo: rfacilities, though by far not adaguate, are in general betta



1, enly 40% of the children at school age actually go to a government
' (Roranic cchools) covaer only a minute fraction of this shortage.

ACuUsSine standards, sanitation and refuse disposal, hawevaer,
reas 2o not differ very much from squatter areas.
thres or four families, each occupying one roon,

's porpulation do not have access ta lavatories. Tha
others use pli latrines. Garbage heaps are found averywaners within i

g
rez:dential areas. They are us2d as plaving grounds by children and
grounds oy animals. In ract, the growing number of goats, donkeys, camsis
cattle zas beccme the mest effective scavenger service in town. The high

' ion with animals and the h2aith hazards

stemzing from the generally insanitary conditions have created aggravatad
Lealth probiens: intestinzl complaints, tuberculosis, kidney malfunctions asnd,
centl laria and the so-called backbone fever are more —won in fort

ece r
sSudan than in any other town in the Sudan (thus, the low natiral . owth rate).

The dalicate ecological position of the town is deteriorating rapidly. Being
surrcundzd by the Rad Sez in the east and by vast deserts in the north, west
and souti, it can meet only appr. 10% of its demands for food Irom agricultural
produce grown or raisad in the province. The major bulk of vegetables, fruits,
meat and grain has to be impcrted from places 600km or more away from town.
Since Fort Sudan is connected by tarred road and by rail to the main
agricuretral areas, this has not led to seriocus foed shortages hut to the
Lighest prices for these commodities in the country.

ThLerz are oo natural local housing materials. Summers are too humid and the
soil =oo salty and sandy for the construction of mud houses. Thatching and
reiniorcing materials would have to come from the Kassala - Gedaref area. Thus,
packing materials from the port are the most common building materials: sacks,
21 tins and drums, scrap timber evc. At the same time, these are obecoming

ct
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d dear dus to increasing containerisation in the port.
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The growing dzmand for fuel had created a substitute economy for the nomads in
the Red Sea Hills but also denuded them and accelerated desertification.

The most gerious protlen of Port Sudan, however, is shortage of water. The
oresent demand is undersupplied by two thirds. The sgontaneous system of

I3

n
distribution o water through water vendors on whicn 70% of the population.
relies may have made waiar the most expensive single commaditiy ior the poor
i and 20% of an average housshold budget), but has proven
contaln the situation. The last legal stand pipas wers

.
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inad=guate public
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sluctuating :adour asmpands, the high costs of living, totaily |
Services, adverse climatvic conditions, savere shortags ol water and genzrally
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appa.ling living conditions make Fort Sudan a place whore fow pzople would stay
voluntarily - :f they had a choice. This 4 i in ettlement patterns

s isr
and in the eventual permanency of susuoeedly texparary houcing siructures.

[

Cpatial segregat:ion along socico-economic lines is genserally reflected in the
grading of residential areas. Within the fourth-class residential and squatter
areas ¢ avion follows ethnic lines. Whole blocks and sometimes half
quar clusters. The local nomadic population that ks come to
e ticularly notcrious fcr their struggle for etanic purity in
k carters. In their case ethnic segregaticn sometimes overrules
0 s, and rich iamilies are known to live among their own

1]
sidential areas. Ethnic groups fora castes, and social
thelm is severely restricted.

Thiz iz not onlv the btaczground but also the very fabric of tha infcrmal sector
1n Pert Sudan

Micro-businesses cover almost all household lemands in the low-inicme araas;
not less than TO0% of an averages houcebold budget is spent in or channelled
through the 1informal sector. [ts vearly turn-over is estimated to bz mcre than
£ TF e~

T o0 LiIlLion

koppr. 18,000 micro-tusinesses provide more than 40,000 jobs. Incomes in the
informal sector ars usually far higher than thaose in government or statal

More than 70% cI all micro-cusinesses are engaged in some form of retailing
(including appr. 2,500 water vendors), followed by catering businesses, tailors
carpenters and iaundry shops.

Iz some quarters betwean 10% and 50% of the households recelve their main

inccze Irox Opsrating a micro-busluess or irom emplaivment in the informal

sector. At least, another 35% earn a supplementary income Irom the informal
sellor.

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

Less than 15% of the micro-businesses are licensed. Licensing itseli does not
o | ted to the legal status of the owner, the conspicuous location or

t is generally restricted to the barest minimum,
ore can be found within one and the same trade. And
capital invesiment is not necessarily relatad tc profits
ame app.les 1o working hours within a trade or petwzen tradss.




cr profit-sharing with an

i

ai 0f means of production at inflationary rata
< n ad phenomencn.

s
er oI means gf production 1s a wide-spre

arded as menial. A number oI trades tend to be reserved for
ich do not enjoy high esteem in
1 ata predominate in trades related to
ndry, tanning, pottery’. The Sudancse
glpsies monopolise tin-s e ricans form a guild of aluminium
casters etc. [t is from these g*o Ps taat nost of the women and children come
from who publiciy are in engaged in some economic activity. In other groups
women and children are inbibited to do so by ruling socio-cultural norms and
0 some business or menilal

2 igh incidence cf women in micro-
cmp.cyment and of children engaged in micro-tbusiness,
tc., Zor a conservative Kuslim society such as rcr: Sudan

2

etanic groups of
vorthern Sudan. Soutaern
dirt (scavenging, garbag
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‘or the inforzal sector and all relevant laws, by-laws
gcod britisi colonial tradition, are nct different
nerously tolerating its wmushreoming - and actively
rt Sudan Small-scale Eaterprises Frogramme.

oy most local government officials who dely .=z national
o]

and regulations
from those in Zambia) by g
SUpporting what became the Po

Acknowledging the comu ity of the situation, the analysis eventually put
forward in the project deocument did not dare to give little more than a
description of the constrainis on the informe. sector. To rank them was left to
praciical experience wWith the response io the variety of services proposed to
bz oifered. The constiraints were mainly szen in

+
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i
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the Iragmentation and instability of micro-businesses and
,"‘.‘4. -~
LA 2Lw

‘een the trades;

,_.
B
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- 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 rants:

- severly reduced management capacity, combined with a very laow
level of technical skills;

- total lack of vonfidenca in the informal sector.



OBJECTIVES AED CRITERIA —

Tbe criginal design was not particularly opportunity-oriented, but suggested to
initilally attempt to respond to all ccnstraints and let the demand and iurther
insights da2termine the final programme design. It was 1n thls process that our
Law of Farsimony was btorn: as a micro-business developIent agency not to
compete with micro-businesses and to stick to the knitting - remaining with the
services the azency knows best (above chapter 2).

‘s general mandate and the original pledge to assist
ree of agonising over the Ilornulation cf objectives and

- £ 5

was strong pressure to take aifirmative action in tavour of
rather vaguely defined "target groups", such as wosmen, retfugees or "ihe
) get g

he 2
". Initially, the organisation also found it difficuit 10 appreciate
1 L

the objective of mainly stabilising existing micro-businesses. Instead they
would have preferred an emphasis on creating new businesses. As z result, while
the objectives and criteria have never ofiicially been changed, t: T
interpretat:ion and application has.

The orocad objectives are to assist in
- the development of the local informal sector;
- stabilising and creating micro-businesses;
ising and increasing employment opportunities in the
|
4

- keeping and producing more wealth in the squatter and iourth-
lass residential neighbourhoods;

- improving the supply of services and commodities in these
areas.
This required an equally broad approach on various levels:
- capital inputs;
- infrastructural investments;
- managemant assistance;
- coanfidence building.

~ssuning a Ligh demand for, at least, soms of the services, expscting ic operatsz
ited Iinancial and managerial resources and providing a certaln degres

noon

i
cI subeidy, the PI3EF was put in the awkward pasition tc coniine access



select "venciiciaries". Part of the research was desisned to establish some sort
@i poveriy lin2, and It was founi that a monthly income of L3 80 per head of
aousenhcld was just enoush to survive. As a result, applicants are considered wng

@ Lonialy inculte o 1203 than LS 80 per head of

= Lave been resident in Port Sudan for mcre than twa years:

Everything equal and resources still shore, préference is given to

varticular;

T relugess anl oTner elhnic ninarity grouss,

- apylicants business provides for the more
tasic neads, such as supply of fresh water, clothing,
shelter etc.;

The satzruarding of funds against decapitalisation and the whole guestion of
financial sustainability of cperations became a concern only when the
institunicnal cptions Ior the PSSEP began to emerge - and the initial
implexzentation had suggested that micro-businesses reaguire permanent services.

It 1s noped tiat with an increase in service charges of appr. 75% some time in
123¢ the FSSEF operations can be guided by more business-like objectives and

‘L the 1.3kt ol this latter develcpment, even the original idsas with regard to
the range of services to be oifered suffered from trying te “overda" it. They
entalled transport pools, repair and development shops, sheltered employment
tacilities a2, Scme oI tneso services were ultimately scraprped, even before
their zals bad oeen prozoted; in otber cases they never sold and were
reaesignel or 2ied a natural death. In the case of the repair and development
SL3IDE, & vzar of ratber zbortive attenpis to provide direct assistance in
TeInLnlca. and ‘ 5, through an expatiriate "appropriacte
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echifologist", made us giving in to circumstances. We resorted to mobilising
ocally available enginearing expertise in locally estatlished workshops only.
uite unexpectedly, the local technical solutions turned out to be far more
creative, appropriate and cheaper. They often tock much shorter time to be
cocoplished and, perhaps at the expense of some doubtful aesthetic qualitles,
uld be reproduced and copied easily. The few technical solutions that could
T be found we soon learned to accept as not feasible and, thus, dispensable.

Born out or insecurity a3 to the actual demand, the principal openness of the
'SSEP structure not only allowed to redesign or simply scrap an idea, but also
to positively respond to client demand. The introduction of home improvement
loans and the inclusion of trading, for example, was suggested by recurrent
client demand. Once in the process of implemzntaticon, the programme could
develop in response to cpportunities offered by client cemand and increasingly
by app.ving the Law of Parsimony. Whenever a service couid te oriered by
another micro-business this was pursuad as a first option.

4ol
—

=3

ents in two neighbourbocds, for example, approachad the branci cifices and
g sted the FSSEP should open sewing courses for their daushters. They were
liar with the general philosaphy of the FSSEP that every service bad its
prlce and prepared to pay. Thie FSSEF knew that some women in the respective
naighbourhoods earnad their livelihood as tailoresses and instructors. LDoth
parties were brought together to discuss the matter. While they eventually set
the course feas and agread upon a time table, the PSSEP provided part of treir
oranch 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 ci
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.

U
&
3zZi

In another neighbourbood, a similar response was arranged to a widespread
demand I literacy courses for girls and women, today providing a
supplementary income Ior iwo teachers.

As of today, the PSSEF provides —

Loan facilities

ma )& ame. IS
Yaximum loan volume equivalent to the current value of a wooden cabin
of not more than 20m* in size (at present
LS 1,200);
Katurity no longer than 20 months;
refavnent equal monthly instalments of no 2ss than LS 29,

Tl
beginning the month after loan disbursement;
interes: 2% of tme total loan value instead of puoincipal)
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[VOLEPEVE I 2 %

¥aximum loan volume

Maturity
Repayment
Interest

Security

LA -« -y
LECUrLTY

Nanagement Consultancy

22 on seneral business and f{ipnancial management, marxeting an

per month;
consent oi landlord and a guarantor irom the
neighbourhoad.

slightly higher than previnus requirements and
depending on sizc of group; practically not more
than LS 50 per group menber;

depending on turn-over cycle; no longer than

1 month;

equal daily cor weekly instalments, beginning the day
or weer after loan disburszment;

0.1% of total loan value (instead of principal) per
day or else 1% per week,

group contract with joint and several guzrantez of
all members.

slightiy higher than previous reguirements Ior one
turo-over cycle; practically not more than LS 1,500;
depending on turn-over cycle; no longer than

2 mornths;

equal monthly instalments, beginning tae montk after
loan disbursement;

2% of total locan value (instead oI principal) per
month;

a guarantor from the neighbourhood:

not fixed; maximun single lcan so far LS 16,000;

no longer than 20 months;

equal monthly instalments of not less than LS &5,
beginning the month after loan disbursement;

1% of the total loan value (instead of principal)

per month;

all goods bought from the loan (the purchase is done
in the name of the PSSEF) and a guarantor Irom the
neighbourhood.

0.

part OI every assistance oiiered oy the P
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ncrmally in comjunction with zne or the cther fa-ilities. Feriods and fees are
negotiaviz and range Irom i to © months and LS ! to L3 7 a month.

-In some cases ol applications for loans or other facilities the PSSEF may deem
11 necessary ior an applicant to subscribe to a periocd of management
consultancy services before she’he can qualiiy for further assistance. In most
cases trne first loan is cowmbined with a certain period of management
consultancy.

The management consultancy precess exposes staff to and facilitates a daily
structured communication witlh clients. Initially, it also establicshed a
reputation for closely monitering loan use and repayment. In terms of quality of
tancy 1s probably the most gquestionable
service rendered by the PSSEP. In [ staying close to the custiomer -
iearning his preferences and catering to them -, nowever, it ie rrobably the

o
m
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LOST indispansanle.

Infrastructure

Sc far, market places with a total number of 80 (work)shops and 2 communal
shelters Ior appr. 30 women have been daeveloped in two of the five areas.
Similar complexes are plannad in the three remaining areas and wherever need
L3y aris=z. The (work'shops are simple wooden constructions with a slab floor
and lst at a rate of LS 3 per m-.

The commzunal saelters, in accordance with the Law of Parsimony, are each sub-
foniracied tc a woman wWith a more permanent business. Ske receives a 30%
commlss10n I1or collecting the daily rent of LS 0.30 from the changing groups of
women utilising the shelters.

Similarly, water reservoirs have been built and sold, on hire purchase basis, to
lntérestec 1ndividuais from the respective reightourhood. It is their business
arnd tasrelore their responsibility to ensure sufficient supplies of wazer.

The supply o electricity to most of the (work)shops in the market and, in one
case to a> many as 120, houses in the neighbourhood is also an independent
COZTerciai unuzrtaking of individuals who have bcught generators from the PSSEP

OR Llre purchase basis.

Marketing and supply assistance

——

Wherever possible, the FSSEP nepotiates discounts with suppliers, particularly
i { tools and machinery s0ld on hire purchase basis.

TLLZ ta2 Icod Irisis in 1084, 8% when sorzium was short in supply and pricesz

1003-32. 1ng businessss operated by women ware tareatensa
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SEEF bought sorgbum in bulk directly in tae grain-growing

: udan at a reasonable price and sold it on credit
4 & y 1n pusiness. The exper:ience in dealing with these
Oups, n turn, encouragzd the introduction ci the micro-loan scheme.

Uy

% them up in equal smaller sizes and,

ough i a len to tailors, carpenters, aluminium
Casters <tc, hcth parties ars charged a commlssicn of bastwesn 5% and 10% of the
total value adde
These buls oiders reguire caraful aquality control, wi.ch alss is sub-contracted
TC & particularly competent crafizpercon in =ach neighbourkoad.

-t
ot
g
a
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ADny sub-contracior falling to desliver on time or to mes e€guired stanaards
s

0 workmanship is disqualitfied for any further sub-conzracs.

nd contlnuous task, mostly on behalf of groups of
the iniormal sector as & whole with no particular
Ubvinusly no fees can be charged for this service

naing the seniar town clerk of Port Sucan, together with one
SSEF, on a course on micro-business dsvelopment in Third

In most cases, promoting the FESEP as such with the goverpument, raising the
understanding of administrators, politiclans aud senior cfficers in the army
r D |

ovlectives and increasing its operatianal

e
130 m2ans to lmprove conditions for the iniormal sector. The

Applicants hsa to pay a non-rafundable registration fee of LS 2.

AD appiicant ‘must re-register and pay another registration fee if, during the
appralsal process, she/he misses any appcintment without prier notification.

An applicant or client 15 required to fully cooperats in establishing a trus
picture o! ner/his home situation and the state 0f the business(idea/plan). This
Sntalls so0m2tlmes) repeated hone and business visits by the stafi and
LNCEpEnTEnl SRQULIISS Irom neifktours, the local grocsrer etc.
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Any attempt ot _deceipt will resultl in discontinuvation of services anz, wherever
D

appiicavle, a DrDDrldulOn of reiaining goods bowght from the loan (until full
payment of the loan pius accumulated interest) and disgualificaticn rfor any
future assistance.

All payments have to be made at the branch office. Late payment, requiring a
physical follow-up by staif, is fined with LS S, in case of loan repayments in
addition to accumulated interest. Continuous late payment results in

disgualification or suspension of services.

RECORDIN: ABD DOCUMENTATION - PRCCEDURES A¥D JOB DESCRIPTIORS

Basically. The system set up in Port Sudan does not differ very much Irom the
cne describad above for Kalingalinga. However, the institutional s2ti-up being
difierent, the scale oI operations far bigger and the services be - delivered
irom Ifive seni-independent branch oflIices required {irst one, nov .~0 full-time
zccountants at the central oifice and an additional system 10 secure a 3modu
fiow cf cash in both direculans. At branch office level, for exampls, money
collecied is completely separated irom cash received for lvans or exvenses, and

ils own system of handling and accounting. At core, however, it 1ects

ugon trust and confidence. Sometimes cash amounting to LS 50,000 or more is in

spense. To waintain fipancial discipline, the group leaders meeting decided to
fire one member of staff for rather minor irregularities.

accountant, all positions in the PSSEP rotate on a regular basis.
ive group members at branch level rotate every six months 1o
a

pecome group leader. The group leaders take turns every otker month to act as
deputy programme coordinator.

The acccuntant, the group leaders, —“he deputy coordinator and the coordinator
together Iorm the main decision making body and meet once a week, aiter normal
5 hours, to discuss the Ifurtker deveiopment of the programme, stafi
matters, employment, salary siructure and increases aand other managerial or

conceptual issues.

etz to be achieved are lald down on a yearly basis by the irregular general

i1 meziling which also discusses general mattsrs of stafi development,
working conditions 2tc.

SERVICE DELIVERY AND KANAGEMERT

uzstion of managerial sustainability, i.e. the independent continuation oi
the PSSET by the staff collective, is still overriding the matier of Iinancial



i itz internal structure as much as on the expatriate
hat Jdegree managerial sustainabllity can be achieved.

sustalnability. as in most institutions in the Third Vorld introduced by toreign
i n

#ilL the current management style, adopted in the early days of the programme
and retined as it developed, there are good chances {or a smooth trancition to
iocal ownerstip and management. The realisation that this may also be feasible
financially iz increasingly shaping the aspirations and the attitude of the
local staif. Increasing sales of services and saving operational costs has
become a major aim and instrumental In guarante2ing business-like service
ilvary. Individual fieldworkers take on a growinz case lcad of presently
etwazen 2% and 50 at a tima.

Effactive sarvice delivery was said to require effective managsment based on
- a clear sense of pu-pose,
- clarity oI structure,
- expediency in procedures,
- modesty in style, and
- empathy on the part of the staff.

e

nowever, in Port Sudan 1t togk quite some time to appreciate these raquirements.

Although becoming clearer, the rurpose of the PSSEP is internally still blurred
Oy what could be, and by some observers is, perceived as "charitable" aims:
EiViDng praifc 0 reziugees, women etc. And yet, that the PSSEP even charges
il tOken Iee dvisory services saved it Irom being destroyad by the
COnztant att Irom religious quarters which insinuvated the agency was out to
turn Xuslims intc Christians. In fact, combining this accusation with that of
charging 1nterest (riba) detfeated their own objective. Far clients and
applicants the supposed prolfit motive in lending money, although breaching
lslapic concapte, ruled out any ulterior motives, such as praselytizing. They
rezard and appreciate it as a sign of honesty. Eyualily, that legal action is
taten against defaulters or penalties were introduced far late payar~ has been
rewarded with increased numbers of applications. In onz case, a client was taken
to court and subsequently 1mprisoned for two wesks - over a debt of only LS 50!
- with the efiect ol growing demand for services the next day. On the other

nand, certain inconssjusnilal elements percsist. Cliants, for example, are
siructurally discouragad to apply for subseguent loans. In contrast to
ralingalinga where clients can ask for 25% higher subsequant ioans, the P35EP
SO I&r otiers decra23sing <ubsequent loans only; the idea baing to avoid



As in the case of Kalingalinga, the clarity of structure, in the ayes oI the
clientels, rests upon well-defined criteria and conditions, and the instant and
impartial appraisal process that is in the hands of the ficld staii at branch
level. Only cases which, for some reason or the otaer, do not {it into the
-existing catalogue of services and criteria are submitted to the weekly group
leaders meeting for further discussion. That fieldworkers and branch offices can
commit themselves and in 9@% of the cases are backed up by their main ofiice,
puts them on equal footing with a micro-business operator wio would not hide
his lack of seli-confidence behind some anonymous body either. The fieldworkers
do have the ultimate autheority and, of course, convey this in their attitude to
the clients. Afrer the introduction of registration fees, the previously
experienced high number of irivolous applicaticns could be reduced to a mere 5%.
Hardly any applicant is turned down for not qualiiving; and since a number of
legal actions against clients have been taken no attempis at iraud had o be
reportec. On the other hand, the well-known openness oi the programme, of
course, invites all sorts of applications which their proponents and often the
Iieldworksrs regard as exceptions. Perhaps at the expense of clari-y, this
reiniorces the client perception that they can shape and influenc ae
programne 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. Fartly because
of initial insecurity and the felt need for further training, partly because oI a
bottleneck in the cash flow from overseas, the first round of more than

1,200 applications was processed stirictly in stages: first ail 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
undsrstanding of the fieldworkers, it overstretched the patisace of most of the
applican<s, as the process took more than 4 months. As a result, more than

400 applicants 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 missad appointments and delayed either the home visit or
the business analysis. In retrospective, it appears to be an expensive way of

lezrning the need for expediency and how to avold wasting precious time. It is
pernaps 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 deiiver the service reguired. Sometimes, however, accepting applications in a
particuiar sup-cifice bas to be suspended for a week or so, as it may have a

pack 197 cf applications or the case load capacity has reached its limit.

(@]

mstances in Port Sudan almost involuntarily impose modesty in style, and
i < t nas been elaborated to quite some periection in the

i applications was received, from male applicants, in

hops and, from female applicants, in the equally well-

Owi. Louses 0f nidwives in the respective area. For more than © montas clients
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applications was over, the staff began to search for strategically placed
preémises in their respective area that could be rented and serve as offices.

.These oifiices, 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 oid fourth-class residential area, is from concrete and, like
some of the neighbouring houses, even connected to water and electricity supply.
The programme as a whole serves an area with a radius of §km. Most sub-oifices
serve areas with a radius of Zkm to 3km. The adverse climatic conditione, the
dust and the narrow and rugged streets make movements between client homes,
the cub-office and the main office diificult. 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. Gne Ckristian
refugee, for example, working in a "Nuslim only" quarter, has been civen a
Kuslim name by the community arnd is accepted as an equal. In thr quarters,
(Muslim) women rjeldworkers have begun to take on men as cliente in Port
Zudan, 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 h0spitality with
which they are usually met at their clients' places.

The empathy on the part ot the staff is structurally secured by the
heterogeneous composition of the team as a whole and the groups in the sub-
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
diiierences 0f more than 20 years is now reinforced by tbe rotation of
pesitions 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 chare 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. Tae perspective, however, of ultimately becoming their own bosses does
develop the staff awareness for the distinctive and characteristic issues in
business which has increasingly replaced their previous patronising approach to
clients.

CLIERT RESPONSE AND CURRENT ACHIEVEMEKTS

Again. cnly approximate and rounded figures are given.
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After two years ot operation, tae POSEF bhas reached out to 1,800 cliente. Of
these, the majority (1,400> have utilised the credit facilities. More than 100
are permancent or daily tenants in the so iar two marget places. Anctaer 300
cllents have had sub-contracts. A small number of clients have subscribed to
the management consultancy services only. Since, unless opaeraied by women,
grocery shops, restaurants, tea and coffee shops are still excluded frc
assistance, as are micro-businesses owned by bachelors or generating a moathly
income above .S 50 per head of household, the actual outreach of the FS j
difficult to measure. Certain is only, that from time to time as a res
overdemand the registration of applicants has to be suspended. This perhaps may
Justify to discourage, for example, recurrent loans ar to stick to the selection
criteria.

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

- 30% of the clients are engaged in nanufacturing, 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)payment rate amounts to 99.7%. So far only one client has
escaped with the hire purchased tools witk no chances for the FSSEP %o recover
any of the outstanding arrears. Incidentally, this was a refugee and, at that
time, the local cifice of the Commissioner for Refugees had insisted on signing
as guarantor all contracts with refugees. As could be expected, the oiffice did
Lot honour its commitment in this case and, realising that the PSSEF meant
business, the Commissioner subsequently refrained from any direct involvement
in contractual relationships with clients. in four other cases, the implements
Lad to be compounded for a week or so until outstanding arrears were cleared.
In two cases oi faltering start-ups, implements had to be repossessed and sold
1o cover outstanding arrears. Unce a guarantor aad to pay more than two thirds
of z loan as the client had died and her family had taken the sewing machine.
In another case, a refugee had returned to Etbhiopia but left the donkey and cart
with his guarantor. The conkey and cart were sold and the guarantor paid the
difierenca of LS 30 between the original buying and the eventual selling pric

A number of times, fieldworkers had asked the police to accompany them to s2e a
late payer which, together with the one defaulter imprisoned, ultimately
esiadlished the no-nonsenss reputation of the FSSEF.

Dezzite the heavy volume of cash flowing back and forth between the sub-oifices
anc the main oirice (at times more than LS 200,000 in a month’, no incident of
financial mismanagement Or lmbezzlement %as occurred as yet. One staff nember
wiC nad made 1t a habit to delay client ieceipts or advances ior expa
dismissed. He trougat the case beiore the lLabour Office which esventualily dazided



iat his irregularities were too minor to warrant dizmissal and decr
mpioyed or pald & COmMPOLBELTION ©JUIVALSRT to
he case was discusszed in the voneral stafi mest

< s <
d to pay him cif instead of encouraging lurtner irregularities.

The interesting diiference bstween the Port Sudan and the Kalingalinga project
15 the clear preizrence of clients in Port Sudan for hire purchase loans. Almost
90% of the volume Tor business loans have been hire purchase loans, i.e. capital
investments. Thle pust be explained by a number of factors: the less than
rudimentary capital i.vestment in those businecses qualliving for assistance,
the isiamic acceptance of Lire purchase as a means of {inancing, as opposed to
C4SD iCang agalinst s1ba, 1.8, uBurcous interest, and, moasit important, the wide-
ELredQ praciice oI hired eguipment or prufit-sLaring arrangements (almost 30%
0f the hire purchase lcans have bean used tc free operators iros such

ure. Apart Irom t. reneral
ti0on has been furtii. cozplicated

orot.cm to establish income Iig ua

oy the vear of starvaticn, cn the cne hand, and the suuseguent business
Qcrorisnities, on the oiber hand, created by the numarous relisi agencies, ior
whick Fort Cudan is the logistic centre. 1984/85, the major aim of the FSSEP
5ac been tO keep as many Operators in business as possible. 1985/86, the aim
w4z 10 capiure as nmuch of the relief agency market for the programme clientele
as pissible: ten thousands of women's and children's dresses, pallettes, office
iurniture, cooking pots Ior relisi camps etc. were sub-contracted. Repayment
pariormance and general sales of services, however, suggest taatl incomes must
nave been stabilised, if not increasead

2diticn to the roughly 400 start-ups whick s
) and have now settled in, mores %han 3
r as a direct or an indirect efiect of the assistance given.

»Lzloer Or not the wider community has benefitted as yet, in terms of aigher
corpetition, better quality and lower prices. 1s more than gquesticnabis. The
t0wn, @s a result of last year's starvation, and with it the demand for cheap
consumer goods has grown much faster tharn beiore. The grocerers do not gualify
for assistance. And those businesses which gualify Icr assistance are probably
not competitive enough to seriously influence the market. The only general
iDprovements bhave besn achiasved by a combination of increasing compatiticn and
ClraCi Inierventlon: wWater being the dearest commodity 1n T0Wn 15 normally
delivered by donkey carts. The PSSEFR, simulianeously with fresing thess water
vendors irom profit-sSharing CCORIracis through hire purchase locans, also

ar. 7

enior i
construcied and $0id a number ol water reserveoirs i
umIer oi dongey cartis operating and the shorter di
u ¢

uppilers and their cusiomers brought down tae



Including the families
their :amilies, the PSS
a

zore than 19,000 people.

The most elusive but nevertheless probably mcst impor
iect the FSSET has on the benevolence with
nrovincial government is regarding the informal sector in
turn, together with the impartizl and instant access to 1ts services has
1mmeasurable impact on the general confidence of micro-business Operitors.
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SOME CONCLUDING OBSERVATIONS

FOR PLANNERS AR0 FRACTITIONERS

The Quest for Creativity and Hands-on
Approachnes 1n Design and Management

To draw cecnclusive lessons or a blueprint for immediate application from the
above would contradict both the spirit ol the two projects presented here and
the author's ::irz helief in conceptual opsnness and tae nsed for freativity and

hands-on managenent in developmant.

ost devzloping countries are ridden by inflation which forbids a- saving cf

Zonev. parvicularly for the poor. At the same time, it is making s :De mast
ritical cost factor in calculating the service charges c
ssvers bear the risk cf :

ag csost o t 0f (ustally subsidised’ zfficial interest rates,
cne should try to finance a Revo‘"lng Loan rund througb a .0an irom a local
oank. The scarce project resources in foreign exchange cculd 22 used as a
guarantee fund Zor this loan, irocen in a separate acctount. The actual project
guarantes should apply to single loans only (and not to _the cverall fund) and
1ts rate siould degress as the Revolving Loan Fund estab.izies the credibility
¢l ite clientels - from, let's say, S0% in the first vear o 9% in the second
wo 25° 2 e

e

y =
Se same amount in foreign exsiance which
© inilation could thu

€2p the service charges on 1cans Irom the Revalving Loan
und laow;

- lacilitate continucus growth of the revoiving Loan Fund or

aven the creaticn of cne or two more.—
The volume of finances required depends on a number oI factors, such as
s1z¢ of the zcmmunity served;

- volume ©f micro-business activities in the community;



cut iz ultimately determined by the limits of managcatility. A tean T more
than 5 extension cificers eventually (l.e. aiter twd Or 1oree vears 0L practice)
serving more han 200 clients at a time 1s most 1ROy 10 becomes ynmanageanrle
and to lead to :ntolerable default rates. If operations teélCme Ligger 1haln -an
te tacklzd by S extension workers the teaws need Lo Ce cpliit yp and 1o be re-
sstanlished as (semi-’autonomous profit centres. The wo.ume oI a Revclving Loan
Fund in each profit centre thus would not excead the egulvalent cf 200 tipes
the maximum averags loan volume set or required in & given area (pius some

rercentage ior contingencies).

=
(=)

)

overngent agreemsnts usually is

[0.2]

ct
[n
it

tatal) banks shun %the informal secs . devalopment

- zovar-ment agenciss (such as community development departiments)
apply procedures 100 Cumbersome 1o allomnodate an eiilclent
Revalving Lcan Fund;

- iccai NGOUs have developed out of community cevelopment or social
work and find great difficultiss in accepting and pursuing a hard-
nosed Dusinsgss approach
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FESIrictilons cannot be avoided, they nust bz transformed inic sizple

T ldely propagated and can be understcol oy a
. Untortunately, it is not alway '
ciscriminats against the only group that deserves o te d:
and wiich discrizination would pe immediately apprec:iated in a cozmunity: i.e.

i2lans. _—

i
nd “"sensitizing" them for the needs and opportu
n t i

SXTSZing 3tair o i un:ties of
Zilrc-businesses, as a means of instilling respect in the staii ‘or micro-
blsinass Cperators, but coviously also in the narrow sanss of €5%atiishing the
baze linz data reguired o design a programme cutline and tO monitor its

T

SN2 A3 3UCH, IeSedrch was referred

a
- ¢ - - - - — - - - -y - - T k - - eem 1,
& L7Ade 01 Iind Cn thae part of ali those involw

Gl a4 TrGiEll. in Thoe Latiler Sense, researcn is a
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and harnassed curiosity, integrating staxf dowvzlapment
and remains the only safeguard against the blueprint appr

"AS csuch it must be based on the principle that research , planning and
€xecution should be done by the same people. It 15 a continuous process which
shares characteristics similar to those of what in social sciences has come to
be calied "“action research“

OBJECTIVES AND CRITERIA

Vhatever the overall aims and goals of the implementing or financing agencies,
they 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 understanding of a micro-business operator, the bstter are the chances that
these will be appreciated.

FKotking is better understood by a business Operatar than the deter:
t0 1ose money - and hence safeguarding the fund siould eujo:
this respect, length of residence, family status, house ownersaip,

tbeoretlcal vlab‘;it of a business proposition, honesty in exolaln_u a
! )

businnzs (1dea) etc. are well-understood and necessary pre-requisites. 0f course,
thev ar:s by 00 means conclusive and sufficient. As in any obher business, such
forma: :ri.ir.a nead to be complementaa by the field staff's own judgement as
to the torzonal reliability and to the applicant's capability to carry out the

businez: prounsitian.

Preferably, the objectives and criteria should be tainted as little as possible
by ccnsiderations as lined out abaove (project cutreach). These may only <ome in
1f - Gue to pressure from the financing agency - subsidies cannct be avoided.
However, une 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 oi 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 A¥D COKXDITIORS

hbcve all, one needs to observe the Law of Farsimony when considering the

rnature, scope and range of services to be ofiered to a particular community of
icro-business operators through a specialised agency. The best sarvice to a

micro-business is usually rendered by anatder (micro-’businzss.
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tco long-term and/or
too big

to be afforded or to bz managed by an individual crerator szculd b2 <aken up by
such an agency. This law, howaver, implies more than matters of scaie or
sophistication. Usually, there are zood reasons ior a
available 1n a certain ccmmunity In most cases, factual dezand, i.e. czzmand
honoured by 2ctual surpius to be invested in suzlb a eervi
the “upply, Or coamplementary cther services are not avall
radictable, if probabliy low etc.

&T\’ICE ncs

us

Thus Iintroducing a new service reguires extra pre-cauzion, partict 1y for an
agency it 15 new and ioreign to the community and, by tafing up fdca a
cusiness agproach, 15 in a state of fundamental change. hesults oI zurveys into
so-callsed constraints oi micro-businesses must b2 analysed with rparticuiar
care. Uiten there 1s a wide gap between "expressed needs and actuzl cagacity to
absarb, for example, a locan or to make full and profitable uss of comaon
service iacilities (ceniralised marzets, repair shops, equipment reatzl etc.)
This is carticularly true for credit facilities. Invariatly, respondznis would
aSk ior 10O much for too long - oiften four ar five times their present total
investment Ior ten times thelr orcdinary turpn-over cycis.

As a ruie, micro-pusiness operators in Africa bhave a rather limized management
capacity and true ﬂntrc;rede 'rs iray not constitute more than 3% of any micro-
business Community. All services and conditions to be introduced nave to take

into account and rellect the Zact that

- mooility in and out oI a trade is as common as beiween diiierent

trades; —

- the hazardous environment and short turn-over cycles correspond to
and verhaps reinforce a rather short time perspective on the part
OI micro-business operator.

Conesguently, services have to come ‘n small doses or in such a form that it
maxes intarmittant Oor recurrent use possible.

over short periods with a touga repavment schzdule
ver cycle is completed) ar oro! '

renting WOrksnLops and shops oiten pr
crecises and requiring or < 31

w1lL an operator's statug (e.g. reiuges) ar




aspiraticns \65 'nvasting in cattle back nom2. Tarti=ularly women can make
bztter use ol communal market stalls or shelters let on a daily rental baszis

Certainly, services to be rendered to micre -businesses must be witnin the m2ans
of the clientele. But i, in gener sslstance is given in small doses,
conditions are tough and services ve they may serve as a deterrent for
frivolous applications. Thus, they ke away people who are noz actually needy
Or otuerwise want 0 take advantage «of. ove). Ultimately, such approach saves
a lot ©i agonising over criteria and selzc ion procedures.
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deveiopment measures, but by zlegat‘ng a Y and powars to them as
possible. One major characteristic of a micro-business operator, regardless of
his or har entrepreneurial qualities, is to have tg taks independent decisicns
aladtst constantly. Such a person Tinds it difficult to relate to a civil service
trpe ol field worker who cannot decide and act without reierence to some higher
autdority. Lack of powers on the part of field staff not only makes procedures
cumdersome, bul also undermines and destroys tn=ir, and ultimately tae
Frograzpe's, credibility.

Individual and colleztive cradibility oi the staff and taeir capability to take
indepencent decisions can be maintained and enhanced by y2t another if related
Set 0I messures. Where certain specialisations in a progranme appesar to be
indispensable, these should be rotacing at regular intervals among field staff.
This prevants functions from assumlnﬁ status and serves to instal internal
Cazcks and balances on the behavisur or individuals.

[{ services are expensive and the jobs of the staf?f ultimate y cepend an the
Saies irom the services, it should not be too disficult o @stablish a businaess
lize appearancz and tc cozmunicate in a languags that both clients and fi2id
woreers understand: time, money, <osis, profits ete. Individual salaries mu ve
tleéa To individual perrormance and be revisad accordingly at regular and
relatively swport intarvals. [t 1s also iLPArallva T0 apply terms of emplovmeat
wilich allow even minor financial misconiucs i i

1
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the internal management approach. Being soft on clients encourages seli-
:ndulgence on the part of the stafi and vice versa.

RECORDIKG ARD DOCURERTATIOR

Vhere trust, confidence and credibility are of such importance, utter
transparency and control need to be established. The tackbone of transparency
and control is a purpose-designed and always up-to-date accounting cystem,
supported by fake-procf receirt and invoice books, immediate acccuntability for
collections, disbursements, advances and imprests as much as GR-the-spot
recording of activities carried out or information raceived.

In both Port Sudan and Kalingalinga, a sort of individual log boox for each
client was developed in which all visits to or from, all financial and cther
transactions, all staff discussions held and decisions taken on this particular

client, all changes in a client's household or business, regular ¢ :ness
performance reviews etc. were entered, too. Ttis nct nnly gave ci. ats and
fellcw staii an opportunity te actually reconsiruct all dealings between a case
~orker 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 elfect on the stafi as well as on the client.

fo
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In addition, all staff need to be involved in establishing the programme's and
the 1individuals' periormance. Monthly analysis of the programme's profit and
loss account, ite balance sheet and cash flow, regularly working out the costs
of particular categories of assistance or clients or isolating certain cost
factors (such as sick days, transpcrt allowances or the like! not only sharpen
thz 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 undersicod better and
i e rigidly if developed collectively and on the basis of full
traznstarency. This is particularly true when these msasures are put in the
coutext of deterrining salaries according to individual perfcrmance (for
exampie, 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 alicws comparison between two or
more competing groups of field workers. The comparative perspective allows to
ldentiiy shortccmings or financial malpractices at an early stage and,
v:imultaneously, fosters a healthy spirit of competition and sporziveness among
the groups concerned.
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MOXITORIKG AND LEVALUATIOR -

The recording and documsntation devices aprlied to moniltor, evaiuate and thus
Lanage TLe internal operations of a programme (cf. zbove) are equally helpful in
Lonitoring and evaluating it in terms of its overall oulec‘ives. gcale and aims.
Vhiler o he i deeper amalyvsis of and a slightly
diifer iv and the non-achievements, they need

to be iz targets. These must Hﬂ realistic

pressed in unimistakable terms: e.g.
2ny jovs nelped to e created, 30 much more
i : I

‘2ated, S0 much voiume of

/ HDUST DE GORe on aregular and almost continuo
rectify wrong doin
e

: ;
b ©
nities of a particular programme situation.

are cesirned in a business-iike manner, the accounts should
i ¢

U he (only? truth of its performance. In such case, there is
h al monitoring and evaluation exercise which could justiiy
itse €= 0 its own standards. And if the accounts are in order,
there is no:hing WIODg 1D a programme team becoming as suspicious and
resentiul of cutside experts as business oparators are of the tax man.
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