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EXECUTIVE SUMMARY

With the growing attention on the role of the private sector in economic development, the U.S.
Peace Corps has become increasingly involved in promoting small business development. Assistance has
focused on developing the institutioral structure to support private business development by strengthening
local organizations and on delivering of training and advisory services directly to individual firms. Small
business development centers (SBCs) have received renewed attention as one possible approach that
combines both these features.! SBCs provide training, advisory sorvices, and other specialized assistance
to small-scale entrepreneurs, while serving as a hub for information on other resources in the community.
Services are usually subsidized, if not free. In developed industrial countries, SBCs help level the playing
field for smail businesscs to allow them to succeed in the national economy. Recently, international
donors have looked at these programs as models for supporting private sector development in the
transitional economies of Eastern Europe and the Newly Independent States (NIS).?

The U.S. Peace Corps has been active in small business development since the early 1980s.
Peace Corps staff and volunteers have been among the first on the ground in providing assistance in the
emerging market economies of Eastern Europe and the former Soviet Union. Currently, the Peace Corps
is exploring SBCs as a vehicle for meeting the enormous demand for small business assistance in this part
of the world. As a step in this process, the Peace Corps commissioned a study under the Growth and
Equity througl: Microenterprise [nvestments and Institutions (GEMINI) Project to examine the experience
of SBCs in the United States, Western Europe, and Eastern Europe.® The purpose of the study was to
observe how SBC technology from Western countries has been extended to locally funded and donor-
funded SBCs in Eastern Europe and the NIS and to discover cross-cutting principles of effective SBC
program design and management.

The team carried out preliminary interviews with a broad range of SBCs and selected 28
programs for in-depth review. Each SBC was visited in person. Managers and staff were interviewed,
using a specially developed questionnaire that solicited information on program goals and objectives,
organizational structure, services, staffing, client profiles, program financing, institutional collaboration,
monitoring and evaluation, and lessons learned. The team also interviewed clients from most of the
programs to obtain their impressions on usefulness of services.

On the basis of the data collected, many principles of effective SBC management were found to
apply across widely varying program and country contexts:

® Clear Definition of Objectives. The primary objectives of a progrem help shape the
approach that makes the most sense — the number ani quality of managers and staff
required, the mix of services that should be offered, and the procedures that should be

' "SBC" will distinguish small business development centers as a generic approach from the U.S. Small Business
Development Center network, which will use the acronym "SBDC."

* For ease of expression, the phrase "Eastern Europe" is used in this report rather than the more comprehensive
"Central and IZastern Europe”; however, all comments concerning Eastern Europe should also be taken to apply to
the Central European programs visited.

* GEMINI s a five-year centrally funded A.I.D. project. GEMINI provides technical assistance to USAID
Missions and Bureaus and carries out ongoing research on cutting-edge approaches to micro- and small-scale
enterprise development. Development Alternatives, Inc. (DAI) is the prime contractor for GEMINI,



adopted for implementing the program. One of the key issues that must be clarified from the
outset is whether creation of a permanent institution is a primary objective. SBC programs
can be classified according to the emphasis they place on institutional development as opposed
to direct delivery of services. When institutional development is a primary objective, as is
the case for many donor-funded SBC initiatives in Eastern Europe, an explicit, adequate level
of human and financial resources must be committed to this objective from the start. It is
not possible to say that one approach is inherently better than another. The appropriateness
of a particular approach depends on the primary objectives of the principal funding source
as well as on the context.

Assessment of Context and Needs. Supply-driven programs featuring inappropriate services
result in limited impact and are unlikely to achieve financial self-sufficiency. Assessment of
context and needs is a critical step in program design. Assessinents should cover the policy
and regulatory environment in which small enterprises operate, cultural and social
characteristics of the client group, and the specific services entrepreneurs require.
Assessments should also identify systemic (as opposed to firm-specific) constraints hindering
small enterprise growth, as well as niches in which small business can have a competitive
advantage.

Strong Leadership. Sound management of an SBC requires continuous and committed
program leadership. SBC managers must have a stake in the center’s continued operation,
a clear understanding of the program mission, a vision of its future development, and
responsibility and authority for shaping program services and procedures.

Clear Financial Plan. Once an SBC’s primary objectives and basic approach have been
clarified, a clear financial plan should be developed and implemented that reflects these
objectives. For time-limited, fully funded SBCs, the emmphasis may be on developing systems
and procedures that make the most cost-efficient use of project resources, ensuring that
services are delivered to the targeted groups. For programs that include a long-term
institutional development objective, the plan should indicate the course to be followed in
securing long-term financial suppart, including introduction of fee structures and fundraising
plans. The financial plan must te linked to accurate ongoing monitoring and management
of operational and program expenses.

Qualified, Dedicated Staff. Most SBCs point to their staffs as both their biggest asset and
their biggest potential liability. Attributes most valued include dedication, hands-on business
experience, effective counseling and communication skills, sensitivity, and objectivity.
Qualified staff are hard to retain. Most programs are not in a position to offer competitive
salaries, given low leveis of funding and the uncertain conditions under which many operate.
This factor, combined with the demanding nature of the assistance, promotes high staff
turnover — a serious i:npediment to effective program managernent and service delivery. To
ensure effective staffing, SBCs should hire the best staff that can be found and pay them as
well as possible; invest in ongoing staff development; provide other incentives to motivate
staff, including performance-based honuses and interesting training opportunities; and create
an environment of certainty about program operation, even if this is for a known, limited
time.

In the United States and Western Europe, volunteers tend to be of limited usefulness.
Although they may be effective in filling certain niches, problems in using them often
outweigh the benefit (the fact that they are free). Limited time availability and inadequate
or inappropriate skills are the most frequent ronstraints. In the Eastern European programs,
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foreign volunteers are often hindered from providing one-on-one advisory services by limited
knowledge of local situations and customs and inability to speak the language. Despite these
constraints, volunteers can make useful contributions by assisting SBCs to develop and
implement plans for institutional sustainability, develop local networks to support small
business, design databases and monitoring and evaluation systems, and develop training
materials.

Focused, Businesslike Approach to Service Delivery. Given the limited funding and
scarcity of qualified staff that most programs face, a focused, businesslike approach to service
delivery is imperative. When asked about the problems they face, several SBC staff
interviewed mentioned the mistake of trying to do too much at one time. This tendency
stems in part from a lack of clearly definerd program objectives and in part from pressure to
demonstrate impact, which often is reduced simply to counting the number of clients served.
This type of pressure is particularly pronounced in Eastern Europe, where institutional
support for private business is still limited and there are few, if any, alternatives to ths
services that a given SBC provides. ~When programs spread themselves too thin
geographically and programmatically, the quality of services drops off. Strategies for coping
with high demand for a broad range of services inclade establishing clear objectives,
improving coordination with other donor-funded initiatives, building and improving linkages
with other local business support organizations, and accurately assessing the most important
needs of entrepreneurs. With clearly defined objectives and an accurate assessment of the
local context and needs, SBC program managers can narrow the target client group, identify
appropriate services, and concentrate deployment of resources.

Charging Fees. Feec are a useful mechanism for separating serious, dedicated clients from
those just shopping around. Clients wiio invest some of their own resources are likely to
place a higher value on the services they receive and to take more responsibility for ensuring
that they get what they need from counseling or training. Fees also contribute to the financial
self-sufficiency of an SBC. There is no evidence that clients value free services above high-
quality services; in fact, those interviewed made it clear that they believe that "you get what
you pay for," and indicated that they would rather pay a reasonable amount and be entitled
to expect professionalism than receive inappropriate, lower-quality services for free. By
charging fees, SBCs practice what they preach and, in fact, become more like the private
sector entities they are helping to create than like public sector vehicles for dispensing hand-
outs.

Collaboration with Gther Institutions. Developing working relationships with other local
institutions that support small business development is a critical step in planning for
sustainability. The types of organizations SBCs need to collaborate with include local
government agencies, financial institutions. trade and professional associations, chambers of
commerce an< industry, uaiversities, technical high schools. trainirg instituies, ccnsulting
firms, accounting firms, law firms, and other private service providers. Developing a local
institutional network strengthens the fabric of support for small business development within
a given community. At the same time, it lays the groundwork for the sustainability of SBC
services, by allowing selected services to be transferred to another permanent institution or
by mobilizing financial support from some combination of these other institutions. An
effective referral network is one of the most important sources of program leverage an SBC
can achieve; with such a network in place, an SBC can safely concentrate on its areas of
specialization, connecting clients with assistance from other sources as necessary.
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® Links to the Private Scctor. Some SBCs, particularly in England, have found creative ways
of stretching public funds and harnessing the private sector by forging linkages between
clients’ small-scale firms and large-scale industries. To develop these subcontracting,
mentoring, and sponsorship ties, the staffs of SBCs must be aware of local and regional
economic opportunities and see ways small businesses can be integrated effectively.
Involving the private sector stretches program resources and provides clients with the most
hands-on, effective assistance.

® Impact Evaluation. Impact evaluation is important for ensuring that services are benefiting
clients and that benefits are worth the investment of public and private funds. However,
measuring the impact of discrete services on overall small business performance is extremely
difficult. Data provided by enirepreneurs after the fact are often unreliable, and growth,
when measured, is hard to attribute to the services of a particular program. Despite these
problems, almost all SBCs are required to collect data that indicate the impact of the
programs and help justify their continued existence. Unfortunately, there are few examples
of good monitoring systems to draw on. Devising effective monitoring systems that are not
a burden to staff or clients remains a challenge. In the end, monitoring systems 1nay be more
useful as management tools for assessing and modifying service delivery than as vehicles for
providing corclusive evidence about program impact. Indicators such as number of repeat
clients, number of clients received through referral from prior clients, and number of requests
for specific services provide a measure of the usefulness of services. These indicators have
more meaning when services are not free but have some fee attached to them. Market
validation in the form of clients’ willingness to pay may ultimately be the best test of service
effectiveness.



CHAPTER ONE

INTRODUCTION

PURPOSE OF THE STUD"

With the growing attention on private sector development as an integral part of economic
development assistance, the U.S. Peace Corps has become increasingly involved in supplying volunteers
to assist in the promotion of small business development. This area of assistance has taken on special
importance in the emerging market economies of Eastern Europe' and the former Soviet Union, where
Peace Corps staff and volunteers have been among the first on the ground in providing direct assistance.
In general, assistance efforts have taken two main thrusts. The first has been providing assistance in
developing the instiwtional structure to support private business development, by developing or
strengthening local organizations such as business associations, training institutes, and business service
firms and by working with local government officials to develop the regulatory infrastructuie to support
small business development. The second form of assisiance has been through the direct delivery of
training and advisory services to individual firms.

Small business development centers (SBCs) have the potential to combine both these features.?
In their broadest form, SBCs are organizations that provide training, advisory services, and other
specialized assistance to small-scale entrepreneurs, while serving as a hub for information on other
resources in the community. Services are usually subsidized, if not free. In developed industrial
countries, SBCs exist in different forms as a way of leveling the playing field for small businesses, to
allow them to participate in and contribute to the national economy. Recently, iiternational donors have
looked at these programs as models for supporting private sector development in the transition economies
of Eastern Europe and the Newly Independent States (NIS). The SBC approach s also being viewed with
interest in other rapidly developing countries (for example, China) as well as in more traditional practice
areas (such as Africa).

The U.S. Peace Corps has been an active force in small business development since the early
1980s. In countries around the world, Peace Corps small business development volunteers have helped
create the institutional structure to support small business, working with governmert officials, financial
institutions, training institutes, and other small business support organizations, including some early SBC
models in Eastern Europe. The Peace Corps recognizes the potential that SBCs hold, both as a means
of promoting institutional development and as a vehic'e for direct service delivery. Given the growing
demand for small business development assistance, the Peace Corps is seeking an improved understanding
of the most effective way of incorporating SBCs into its programming efforts, whether by becoming
directly involved in the creation of small business centers or by supplying volunteers to fill specific roles
i programs created by others. Lither way, the Peace Cor's recognizes the imoartance of uaderctanding
the kinds of models that exist and the principles involvud in operating successtul prograriis.

! For ease of expression, the phrase "Eastern Europe” is used in this report rather than the more comprehensive
"Ceutral and Eastern Europe”; however, all comments concerning Eastern Europe should also be taken to apply to
the Central European programs visited.

* "SBC" will distinguish smell business development centers as a generic approach from the U.S. Small Business
Development Ceater network, which will use: the acronym "SBDC."



To clarify Peace Corps programming options in support of small business development, an
assessment was conducted of selected SBCs in the United States, Western Europe, and Eastern Europe.
The purpose of the assessment was to distill general principles involved in the operation of effective SBCs
and to learn specific combinations of principles and procedures that seem to work best for promoting
small business development in transitional or developing country contexts. By examining the experiences
of SBCs in industrialized countries cnd the first round of SBCs in developing and transition economies,
the assessment clarifies the advantages and disadvantages of different SBC models, the implicit and
explicit assumptions underlying different approaches, and the human and financial resources required to
enable programs to operate effectively.

METHODOLOGY

The assessraent was commissioned by the Peace Corps’ Small Business Development Scctor in
the Office of Training and Programs Support members (OTAPS) and was carried out during the tirst half
of 1993. The assessment team included two full-time staff members of OTAPS; two experts from the
Growth and Equity through Microenterprise Investments and lustitutions (GEMINI) Project, and support
from Peace Corps field staff in the Czech Republic and Hungary. The team worked closely with the
Small Business Development Sector Manager.

The assessment began with a review of the literature on smal: business development centers (listed
in References). The team then identified programs in the United States, Western Europe, and Eastern
Europe.®> In Eastern Europe, the focus was on countries where substantial experience has already been
gained with SBCs — Poland, the Czech Republic, Slovakia, and Hungary. Within these countries, the
team identified as many Jifferent kinds of SBC programs as possible, in order to compare and contrast
approaches. Preliminary telephone interviews were used to screen programs for in-depth study. Based
on the preliminary interviews, 30 programs were selected for n:ore in-cepth assessment (see Table 1).!
In selecting the sample, the team focused on nonprofit programs (as opposed to for-profit consulting firm
models) that provide some combination of training and individual advisory services. Programs whose
primary ezaphasis is credit were not selected (since credit alone is not the emphasis of most Peace Corps
small business development projects). Other selection criteria included existence of a particula:ly
inr.ovative or effective approach to service delivery and willingness on the part of the SBC staff to mneet
with the team.

? Interviews in England and Ireland concentrated on programs directly involved in supporting small business
development in their own countries, whereas interviews in Belgium and Germany were held with organizations
responsible for assistance efforts to promote small business development in Eastern Europ-. ~nd the NIS.

¢ Because of circumstances beyond e team’s control, one of the interviews scheduled for Hungary could not
bz completed, resulting in a firal survey sample of 29 programs.
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TABLE 1

SMALL BUSINESS DEVELOPMENT CENTERS GROUFED BY LOCATION AND TYPE

UNITED STATES

WESTERN EUROPE

EASTERN EUROPEZ

Small Business Development Centers of the Small
Business Administration

¢ New York State
- Main office (Albany)
- Pace University {(New York City)
- Ulster
® Oregon
- Main office (Eugene)
- Umpgqua Community College
¢  University of Georgia SBDC
®  University of South Carolina SBDC
®  Washington State University SBDC
- Main office (Pullman)
- Everett
Minority Business Deveiopment Centers
® Portland MBDC
¢ Chicago Mega-Center
Washington State Business Assistance Center

Snohomish County Private Industry Council
(Washington)

England
@ Durham University Business School

®  Greater London Business Development
Center

®  Hertfordshire Trainirg and Enterprise
Counsel

®  Project Northeast
lreland

® Industrial Development Authority
(Dublin and Dundalk)

® Shannon Free Airport Development
Company

® Udaras na Gaeltachta (Galway)

Poland

®  Foundatizn for Social and Economical
Initiatives

¢  OIC (Lublin)

® Polish American Business Advisory
Center

- Warsaw
- Lodz
Czech Republic
®© Business Assistance Center (Ostrava)
® Business Innovation Center (Pilsen)
Slovakia
® Business Assistance Centers
- Martin
- Nitra
Hungary
® Budapest B’nai B'rith Center

® Debrecen Public Access Center

Mt



A survey questionnaire and an interview guide were developed (see Annex B) for use in each
interview. Assessment visits lasted two or more hours and included the interview and a tour of the
facility.

To provide a cross-reference on the effectiveness of the progranis, an additional questionnaire and
interview guide were developed for conducting interviews with clients from each program selected for
in-depth assessment. The stafi of each program were asked to arrange interviews with a mix of frequent
users and one-time users, to include some wiio haa received primarily training and some who received
primarily one-on-one 1dvisory services. In fact, the sample obtaired reflected the staff’s pragmatic
approach to lining up clients, skewed toward those whom they had the easiest time contacting and who
did not rmnd being interviewed — typically those on good terms with the program staff and happy about
the services they were receiving. For this reason. the client assessments cannot be viewed as an objective
source of information on program impact. Hewever, they do provide interesting insights and reality
checks on the types of services and operational procedures that make programs useful to clients. Client
responses are discussed in Chapter Three, feeding into an elaboration of the general principles of effective
SBC programs.

In addition to the program assessments and client interviews, in-depth informational interviews were
conducted with national agencies and associations and donor organizations directly involved in supporting
small business development efforts in the United States and overseas. Insights from these organizations
are presented in country overviews in Chapter Two.



CHAPTER TWO

COUNTRY OVERVIEWS

OVERVIEW OF U.S. SMALL BUSINESS DEVELOPMENT CENTER PROGRAMS

The U.S. Government’s role in supporting the growth and development of private business dates
back to the 1930s, when experimental programs providing capital and technical assistance for farms and
small businesses were put into place. In 15.;6, Congress created the Small Business Administration (SBA)
to serve as both a service provider and an advocate for the interests of small businesses. The principal
programs of the SBA at that time were capital-based: direct loans and guarantees, usually on
concessionary terms. During the War on Poverty of the 1960s, there was an accelerated political interest
in encouraging the development of minority-owned enterprises. This resulted in a huge expansion of
government-supported efforts to help small businesses. The SBA and the Office of Minority Business
Enterprise in the Commerce Department became the principal vehicles for supporting small and minority
businesses at the national level. Additional initiatives, often involving direct c.pital investments — many
of them using funds derived from federal grants — were put into place at the local level.

In the early 1970s, political willingness to support the War on Poverty through expensive capital
investment programs was diminishing. The SBA made a strategic shift at that time, opting for loan
guarantees over direct lending and embracing the concept of technical assistance programs as an
alternative to capital programs. This shift marked the creation of the Small Business Development Center
(SBDC) approach, although, at that time, the SBDCs were operated as service delivery offices of the SBA
itself.! With relatively minor modifications, these priorities and programs remained unchanged until the
1980s.

In 1981, the Reagan administration began reducing support substantially for virtually all domestic
initiatives. including small business support. However, at about the same time, a series of studies showed
that a substantial part of all job creation in the United States was taking place in companies with fewer
than 200 employees. These studies provided political support for small business assistance programs,
helping them survive in a period of generalized and widespread program contraction. Two new structural
themes emerged within the SBA’s technical assistance programs during the 1980s. First, the priraary
program management responsibility was shifted to state governments and a cost-sharing requirement was
introduced — the SBA now funds about half of the local program costs, and state governments are
required to match those funds. In addition, states were encouraged to place the centers within universities
or community colleges, as a way of making use of professors and graduate students in the universities.
Although not all states operate their SBDC programs in conjunction with a university or community
college network, a substantial number of them do.

The 1980s also produced two negative impacts on the SEDC system. First, overall financial
support was reduced. In addition, political pressures at the state and local levels forced a diffusion and
fragmentation of the delivery mechanisms. In most states, centers were established at a number of sites
around the state, splitting the total state budget and limiting each sites’s ability to build its service delivery

! As indicated in Chapter One, "SBC" will distinguish small business development centers as a generic approach
from the U.S. Small Business Development Center network, which will use the acronym "SBDC."



capability. In the site visits, SBDCs consistently reported that they have far greater demand for services
than they are able to satisfy, given their restricted funding levels.

On a parallel track to the SBA’s program, the U.S. Department ci Commerce supports the
Minority Business Development Center (MBDC). Although some services mirror those of the SBDCs,
MBDC:s differ in several ways. On the one hand, they are not restricted to serving only small-scale
firms. On the other hand, they have a narrower focus in that they serve only economically disadvantaged
racial or ethnic minority groups.? In addition, the program focus is rigidly defined at the national level
to pursue only two objectives: obtaining financing for minority businesses and seeking contracts from
government and corporate set-aside programs.

The MBDC program operates in about 50 metropolitan areas around the United States, in addition
to 8 regional centers focused exclusively on Native Americans. Each center is operated by a private
contractor that bids for the contract on a three-year basis. The operators are usually consultir~ firms,
sometimes minority-owned, but not exclusively so. Performance is graded almost entirely on the number
of loans and procurement contracts obtained for minority busine.. ¢s.

The MBDC program incorporates an interesting cost-sharing feature. Services are priced at
market rate, usually $50 to $75 per hour. The client actually pays only 15 to 25 percent of that price,
with the rest paid by the Commerce Department as its support payment o the center. The center
operators do not receive the support payment unless services are actually delivered to a client willing to
pay at least a portion of the market price. This is an effort to instill some market discipline into the
service delivery, while maintaining a subsidy for those whom the program is trying to serve.

In addition to these national systems, a vast array of business support programs are provided at
the state and local levels by governmental and nongovernmental organizations (NGOs). In terms of the
technical assistance, there is often no difference between the services provided through governmental
organizations and NGOs and those provided through the SBDC program. However, the governmental
organizations and NGOs are more likely to directly link their technical assistance with some form of
capital infusion, usually in the form of loans.

SUPPORT FOR SMALL B'JSINESS DEVELOPMENT IN ENGLAND

The primary governmeit offices charged with promoting business development in England have
traditionally been the Department of Trade and Industry (DTI) and the Employment Department. In the
late 1970s, in response to a government-sponso.ed report that found that English small business assistance
strategies lagged behind those of other developed countries, DTI set up a network of Small Firm Service
Centers. These centers provided husiness information and referrals over the izlephone, as well as
individual counseling and training. Ail were completely government-funded and -operated, and all
services were provided free of charge. A few years later, as economic recession gripped the country,
responsibility for the Small Firm Servicz Centers was transferred to the Employment Department, as the
focus among policy makers switched from enterprise development to job creation.

* These are defined as Black (African American), Hispanic, Southeast Asian immigrant, and Native American
(Indian, Eskimo, and Pacific Islander).



In addition, a variety of local NGOs emerged to meet the need for small business training and
assistance that any felt was not being met by the Small Firms Service Centers alone. Over time, it was
found that these NGOs were able to deliver services more efficiently and with greater local involvement
than the government-run Small Firm Service Centers. Since 1990, cutbacks in funding and moves to
increase efficiency and decrease redundancy have led to the demise of the Small Firm Service Centers.
The government now channels support for small business through a series of contracts with NGOs and
private firms directly involved in the delivery of services.

In England today, there are a many small business development centers and support programs
operating in a decentralized system, providing a wide range of services. SBDC-type institutions include
Local Enierprise Agencies (LEAs), Training and Enterprise Councils (T ECs), and University Business
Schools. In addition, municipal governments, chambers of commerce, and business associations provide
services in support of small business development.

A great deal of business assistance in England is provided through group training courses focusing
on business management, vocational skills, and general human resource development. Other business
support programs provide individual advisory services, grants, soft loans, loan guarantees, subsidies oz
privately obtained advisory services, apprentice schemes, mentor or patron programs with private sector
sponsors, supplier linkages with large-scale industry, and assistance in obtaining govermnent contracts.
Many programs target specific groups such as the long-term unemployed, unemployed youth, or
employees in depressed geographic areas. SBCs in England have developed separate programs and
services for start-ups and existing businesses. Most screen clients to identify the most appropriate and
cost-effective intervention for a particular client.

Many programs in England are highly dependent on government support and admit that their
long-term sustainability would be threatened should government funding be reduced. Most centers are
attempting to find altecnative sources of funding by seeking corporate sponsorship for specific initiatives
and by increasing client fees. English SBCs do receive major contributions in cash and in kind from
private corporations. Such funding typically involves cosponsorship of discrete activities and prograns,
as opposed to general operating support. In addition to pure philanthropy, firms benefit from these
efforts through good public relations and government tax breaks. Some centers subsidize the cost of their
assistance by taking on market-rate contracts from national and local government, NGOs that support
small business, and other private clients in institutional and local economic development.

A major change is anticipated in the structure of smali business assistance efforts in England with
the imminent introduction of the one-stop shop initiative. This is an effort to centralize control and
reduce redundancy in the services offered by the various business assistance organizations. Government
funding for SBC efforts will be consolidated into a single institution per county. Training and Enterprise
Councils, Enterprise Agencies, and other organizations will be encouraged to form consortia and bid on
grants that will effectively put all of their services under one roof. While this shift may reduce
redundancy, it may also reduce competition, flexibility, and innovation in service delivery. Many current
SBCs are apprzhensive about this new system.

SUPPORT FOR SMALL BUSINESS DEVELOPMENT IN IRELAND

In Ireland, the Industrial Development Authority (IDA) is both the agency of the national
government responsible for overall business development and the primary vehicle for small business
assistance. 'ts Small Business Division provider assistance to Irish firms with fewer than 50 employees



or less than £C.5 million in sales. IDA is headquartered in Dublin and has nine regional offices. Two
other programs were visited in Ireland: Udaras na Gaeltachta — the national Irish government agency
focusing on the social, cultural, and economic development of the Gaclic-speaking areas of the country
— and the Shannon Free Airport Development Corporation, concerned with the economic development
of the area surrounding Shannon International Airport. Both have programs similar to IDA’s and refer
clients to IDA directly.

Irish SBCs have made the strategic decision to focus assistance on firms in those sectors with the
greatest potential to develop the economv as a whole: manufacturing, export, and import substitution.
None of the organizations interviewed was aware of any entities in Ireland specifically designed to assist
domestically oriented retail ov service businesses.

As in England, much of the assistance to small business is provided through NGO intermediaries
or directly by the private sector in the form of subsidized programs. Activities and programs available
in Ireland include vocational training; individual counseling; assistance in obtaining credit, grants, and
other subsidized assistance; access to work space and business faciiities; and business information. The
Irish also attempt to link larger, typically multinational tirms with smaller firms in producer-supplier
relationships. Programs provide information on standards and specifications to small firms and point out
to large firms the advantages of dependable local suppliers with fast turnaround. Technical assistance
is provided to upgrade small firm production and allow them to meet large firm requirements. There is
little funding available for general business management training, and there is general sense that relevant
assistance is best provided on an individual basis rather than in a group. In both England and Ireland,
programs conduct some qualitative and quantitative analysis of impact on client businesses, but, for the
most part, performance of SBCs is judged in terms of numbers of courses offzred, clients trained, and
consultancies provided.

In addition to their domestic SBC programs, the English and the Irish governments are involved
with the European Community in setting up SBCs in Eastern Europe as well as in the developing world.

SMALL BUSINESS DEVELOPMENT PROGRAMS OF THE EUROPEAN COMMUNITY

The European Coinmunity (EC) has three main agencies that support small- and medium-sized
enterprise development. They are the European Business Network (EBN), the EC/PHARE program, and
the program for Technical Assisiance for the Commonwealth of Independent States (TACIS). All EC
programs focus on sustainability of scrvices, charging clients for all services provided and concentrating
on building local community participation from the onset. The European Business Network was set up
as a nonprofit organizatica :n 1984 to promote business development in parts of Western Europe
experiencing industriai decline. EBN supports smali and medium enterprise development through
Business Innovation Centers (BI"s) that provide advisory services to new businesses involved in industry
or industrial services. The BICs organize business training courses; provide one-on-one counseling,
conduct project assessments; assist with access to credit; assist with local, national, and international
marketing strategies; and provide access to a network of techaical specialists. Most BICs also include
an incubator facility to provide entrepreneurs with subsidized space. Several have seed-capital funds as
well.

Most of EBN’s funding is from the Commission of the European Communities; the rest is
obtained {rom membership fees and sale of training materials. Individual BICs draw on a mixture of
resources from local and regional governments and universities. Each BIC must develop a one-year plan



detailing its financing needs and is initially eligible to receive up to 75 percent of needed funds from a
governmental source, but this amount is expected to decline in later years as the BIC moves toward
" sustainability. BICs charge for all services, including individual counseling; however, clients are not
required to pay until their businesses are earning a profit.

The EC/PHARE program assists Central and Eastern European countries with the transition 1o
a market economy. EC/PHARE provides assistance in policy and strateyy development, direct finarcing,
and technical and advisory services through a network of Business Advisory Centers (BACs). BACs offer
assistance in business plan preparation, tax advice, and access to information services through links with
the EC Euroinfo Center, a computerized network with information on trade and joint venture possibilities.
More than 40 BACs have been established since PHARE was launched in December 1989. PHARE also
funds Business Innovation Centers in Warsaw, Budapest, Prague, and Sofia. Management of the BACs
is very decentralized. Most decisions are made in the host country on the basis of regional development
objectives. BACs are initiated by requests from national authorities of the country in question.
EC/PHARE provides up to 70 percent of the funds required for start-up of a BAC, excluding salaries and
rent, which typically must be covered by the local community. An explicit goal of the program is to
move the BACs toward self-sustainability within three to four years, but so far this has not been the case.

TACIS was designed in 1992 and is expected to begin in August 1993. The program is similar
in scope to PHARE, except that it will not provide direct funding for credit. At present there are plans
for six Business Advisory Centers to provide consulting services to new and existing small and mediurn
enterprises. The BACs will be located in large cities, in accordance with regional development plans
developed by the individual countries. There are also plans for eight communication centers, which will
provide information on joint ventures and facilitate networking between other business support
organizations in the NIS and the European Community. A local matching contribution will be required,
either from a government agency or through local unions or associations. The goal will be for the centers
to achieve self-sufficiency in two to three years. The European Community has set aside funds to support
TACIS for two years, after which the program will be evaluated to determine future funding.

GERMANY’S APPROACH TO EXTERNAL SMALL BUSINESS
DEVELOPMENT SUPPORT®

Germany sees its efforts in Eastern Europe and the NIS less as traditional development assistance
and more as irade relations promotion. The Germans are quite aware of the potential markets and
investmen. opportunities in the strengthened economies of their Eastern neighbors. The main thrust of
their assistance efforts is 1o facilitate the creation of an enabling environment for private sector activity.
To this end, their assistance has focused on creating and strengthening trade and industry associations as
advocacy and service institutions that support private business. Recognizing that the economic future of
many of the post-communist countries lies within the European Community, German assistance seeks to
develop institutions that will mesh smoothly with existing Western European systems. (One of Germany’s
main criticisms of other donor approaches is that they often fail to question whether the systems being
introduced fit the circumstances or future direction of the beneficiary country.)

3 Site visits in Germany were limited to agencies of the government engaged in supporting business development
outside Germany. Domestic SBCs were not visited.
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The Ministry for Economic Cooperation (BMZ) is the branch c¢f German government charged
with executing the bulk of Germany’s foreign cchnical assistance. The Private Sector Division of BMZ
supervises activities related to small enterprise, industry, the financial sector, advisory services to.
government, tourism, and standard certification and quality control. BMZ’s strategy for Eastern Europe
is to promote trade and policy reform through a focus on strengthening of chambers and small business
associations. This is the approach it has used to support small and medium enterprise development in
developing countries, and it is being transferred to Eastern Europe with some adaptations. The main
thrust of the approach is through twinning, or pairing German chambers and associations with Zastern
counterparts under the Partnership Program.

Germany has two chamber systems, one for small business crafts (Zentralverband des Deutschen
Handwerkskammer, or ZDH) and one for all other types of business (Deutsche Industrie und
Handelskammer). Each has branches at the regional, state, and federal levels. There are about 60 ZDH
chambers throughout Germany. The membership of these chambers includes both individual firms and
guilds and trade associations.' The industry-specific guilds and trade associations reflect the fact that
technical specialization is needed to address specific subsectoral problems. The guilds handle the
technical aspects of the federally mandated vocational training program; the chambers coordinate between
programs and handle policy and regulatory issues that cut across sectors. The chambers are created by
law, and membership in them is compulsory.

Through the Partnersh’p Program, regional chambers are matched with chambers, associations,
or guilds in developing couniries that have similar scopes of service and whose members have similar
interests and needs.” The main goal of the program is to support self-help efforts on the part of small
and medium enterprises and to create independent organizations that are financially self-sufficient.
Assistance tocuses on improving the capacity of local institutions to develop vocational training programs,
deliver needed services to members, lobby on behalf of members’ interests, deveiop human resources
through training and vocational or apprenticeship programs, and develop strategies to increase self-
financing. BMZ pays for training, consultant time, staff visits, personnel exchanges, and hardware.
Local chambers must pay their own operating costs.

The German counterpart chamber is the primary iniplementor of the technical assistaice. This
private-sector-to-private-sector approach is viewed as the most effective way of transferring practical skills
directly to foreign counterparts. To receive public funds to participate in the program, regional chambers
must be able to demonstrate substantial commitment of their own personne] resources to the effort. This
includes staff time for management, training visits, support in locating used equipment, and identifying
and supplying technical li'~rature. Staff of local institutions are brought to Germany for training, and
German counterparts are seat to the host country to provide direct assistance, identify and meet short-term
technical assistance needs, and provide informational support. Local counterparts are expected to cover
operating costs and in-country costs of visiting staff.

Recently, the German chamber system created a new private nonprofit foundation to coordinate
implementation of the Partnership Program — the Foundation for Economic Development and Vocational
Training (SEQUA). SEQUA’s primary objective is to strengthen the private sector economy in Central

* There are 125 different guilds and trade associations, representing groups of firms within particular industry
subsectors.

* The Germans also twin savings banks as part of their assistance program.
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and Eastern Europe and developing countries by mobilizing the know-how of German private sector
organizations and enterprises. SEQUA provides advisory services to governments on developing private
sector support organizations and financial support systems; provides support to chambers, asscciations,
training institutions, and other private sector organizations; and carries out economic and policy research.
SEQUA is funded by BMZ, the Ministry for Education and Science, and the Ministry of the Interior, and
coordinates closely with the Commission of the European Communities.

SMALL BUSINESS CENTERS IN EASTERN EUROPE

With the transformation of Eastern Europe from centrally planned to market-based economies,
both the U.S. and EC assistance programs offered immediate assistance to support the conversion process.
From the start, it was recognized that emerging businesses in this region would need basic education in
the mechanisms and practices of market economics. Creating business technical assistance programs
seemed a logical first step.

Poland

Poland has several factors in its favor with regard to the development of a private small business
sector. First, unlike some of its neighbors, Poland had an active private sector prior to Soviet dominance
and maintained elements of it throughout communist governance. Farming was always in private hands.
Today, the main constraints experienced by Polish entrepreneurs are availability of finance, high taxes,
and general uncertainty about the future, which makes it hard to plan. While they do require some
training and orientation on performing in a market economy, basic entrepreneurial skills are more
widespread than in other parts of the post-communist world. Second, as the first formerly communist
country in the Eastern bloc to embark on transition, Poland had the undivided attention of the global
community for 2 short time, ensuring a period of concentrated support. Poland also has had more time
for some of the hard economic restructuring measures to take effect. Finally, the Europeans, in
particular, realize the important economic and political role a reviialized Poland will play in Central
Europe, and they see helping Poland as an integral part of developing their future market. Poland is
slated for inclusion in the European Community by the year 2000. To that end, the Europeans are
providing support to create and strengthen a private sector that meshes with the European institutional
structures, regulations, and standards.

In part due to the substantial amount of political reform that has taken place at the local level,
Poland is currently witnessing the rapid emergence of business, craft, and trade associations. Some
donors, such as the Germans, are directly trying to encourage this trend, seeing it as the best way to set
up a lasting instituticnal structure for supporting small enterprise. Their view is that, over time, some
of these organizations will evolve into sustainable institutions with real bases of popular supnort and
legitimacy with respect to local government, and could become logical homes for the services currently
provided by the various donor-funded business development centers.

The European Community is the largest foreign donor in Poland. Through the PHARE program,
the European Community has established 17 Business Assistance Centers over the past two years.
PHARE provides support for start-up and operating costs, including equipment and staff training. Local
communities are expected 1o cover staff salaries. PHARE provides staff training in Western Europe and
one year of on-site advisory assistance to each BAC. Staff are trained to conduct project assessments,
develop service products that suit the local market, build relationships with and provide counseling for
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clients, and develop informational databases for the region. Staff also receive training in business
concepts, including finance, legal issues, marketing, preparation of business plans, and establishing
supplier-distributor linkages between large and small businesses.

All the BACs are encouraged to charge fees. In selecting sites for the BACs, PHARE solicited
proposals from local governments; the level of local support was a key criterion for eligibility. When
the program started, PHARE had hoped that 25 percent of each BAC’s costs would be covered by local
organizations, but, so far, it has recovered only about 10 percent of program costs. BACs focus on
existing businesses rather than start-ups, providing a mixture of training, one-on-oue advisory services,
and, in some cases, direct credit.

The Germans are the next largest donor in Poland. As mentioned above, the emphasis in the
German program is on strengthening business and trade associations and chambers. Chambers and
associations are emerging in Poland in a structure already similar to the one in Germany. German
technical assistance seeks to reinforce the development of these institutions through a twinning approach,
in which German chambers and associations are matched with their fledgling counterparts in Poland. So
far, the Germans have matched Warsaw with Diisseldorf, Posen with Kassel, Gdansk with Kiel, and
Katowice with Essen. The main emphasis is on assisting these organizations to develop strategies for
increasing membership and financial self-sufficiency; actual delivery of services is only a secondary
objective.

The program funded by the U.S. Agency for International Development comprises more than 40
separate initiatives in support of small business; to date, there has been only very madest coordination
of these efforts. In addition, the U.S. Congress appropriated funds to the Central European Small
Business Enterprise Development Commission to replicate the SBDC programn in three countries. Under
this program, U.S.-based private contractors are responsible for implementing a program to establish
SBCs in Warsaw, Gdansk, and Lodz. The contractors began by conducting; needs assessments and
identifying staff, who were then brought to the United States for training at the University of South
Carolina SB’C. The services and processes mirror those of SBDCs in the United States, including the
policy of not charging fees. There is no clear sense of how these programs will be sustainable when U.S.
funding ends. Many are looking to the European Community as the funder of next resort — although
PHARE programs observe different procedures with regard to requirements for local government
matching and policies on charging fees.

The Polish government’s own main initiative in support of small enterprise development is the
Foundation for Social and Economical Initiatives (FISE). FISE has a network of 16 Local Initiative
Agencies throughout the country. The program receives funding from the Ministry of Labor and is also
supported by the French. FISE’s quandary is that it has a broad mandate that extends beyond business
advisory services to include a range of social and human resource development objectives. At the same
time, its main target audience is the unemployed — those trying to start a business for the first time who
are most in need of assistance. The FISE program is less well funded than comparable pregrams, with
the result that its staff is less well trained while being expected to fill a variety of functions. Most
members of its staff do not speak English, further limiting the program’s access to foreign donor
resources in the country.

Although the volume of donor support for Poland is considerable, there has been relatively little
coordination of initiatives to date. Instead, each donor has negotiated arrangements at the local level,
despite the national government’s attempts to provide overall coordination of foreign donor support. The
result is that it is not clear how any of these donor efforts fits into or is part of a longer-term government
plan, and, therefore, many are likely to fold when donor funding runs out. Programs such as PHARE
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and the German-sponsored initiatives have the best chance of survival because of the real economic stake
these parties have in the sustainable development of institutional capacity and economic development in
Poland. This is not just because of the volume of aid they are injecting, but also because of the form —
PHARE is adopting a commercial approach by building in a local contribution from the outset and
encouraging fees, and the Germans are focusing on institutional development. The U.S. program
currently seems more motivated by political objectives, to the extent that the emphasis has been on speed
of start-up rather than on groundwork for sustainability, and it is not clear how the program fits into
Poland’s longer-term economic development.

Each of these business support programs has different strengths and weaknesses. For example,
because they pay for staff, the U.S. programs have been able to attract higher-caliber managers and pay
them more than the PHARE cr FISE programs. There is some concern that by trying to maximize
geographic coverage, both PHARE and FISE have spread themselves too thin; on the other hand, they
are more in tune with the need to build local support and charge fees to ensure sustainability of services.
Also, PHARE requires staff to deal directly with program accounting, whereas the U.S. models have had
U.S.-based contractors manage program finauces. Although the U.S. approach frees staff time to deal
with clients, it removes the staff frum the reality of operating the center, making it harder for the
programs to develop solid sustainability plans. One result of these disparate approaches is that, rather
than collaborating, some of the donor programs end up in effect competing with each other. For
example, in Gdansk, the EC/PHARE center and the U.S.-funded center both serve the same target
market, but the U.S. program provides services for free.

Therc is an office in the Polish government responsible for coordinating all foreign assistance for
small business development; however, there is no government policy to guide this office. The European
Community has taken a formal role in coordinating 24 donor programs, and the United States also has
an initiative to offer policy coordination and guidance in small business support.® However, most donors
do not want to give up the autonomy they currently enjoy in how to run their programs.

The Czech Republic and Slovakia

The sites chosen for interviews in the Czech Republic and Slovakia were, with one exception,
all EC/PHARE program sites. Three were Business Assistance Centers and one was a Business
Innovation Center. All four centers have been operating only a short time. The staff interviewed were
all highly trained, aware of needs and issues, and irterested in carrying out their missions. At the same
time, the service programs generally appeared to be fairly superficial, and, in most instances, the
institutions did not appear to have long-term staying power. Unlike in Poland, the EC strategy appears
to be short-term, with no expectation of continuing support; it is not clear whether this apparent
difference in commitment reflects the quality of individual staff and programs or EC policy. The stated
EC policy for the Czech Republic and Slovakia is to withdraw within three years and hope that local
support will sustain the organizations. The European Community provides staff training, equipment, and
overhead support, but does not pay staff salaries. Staff members are trained under an arrangement with
the Uuiversity of Durham in England.

Services tend to concentrate on training, with individualized assistance provided on a selected
basis. Training courses seem to be the most predominant form of service. Training programs range in

S For the last 18 months, the GEMINI project has had a long-term advisor working with the Council of
Mainisters on the development of a coherent national policy to guide small business development efforts.
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length from one day to one year. In most locations, funding is available from the lucal Labor Office to
prepare displaced industrial workers fcr the possibility of entrepreneurship and small business operations.
BAC and BIC services parallel those the European Community offers in other countries. Individualized
assistance is provided in a variety of areas, including marketing, business planning, tax issues, legal
issues, and finance. Through certain government initiatives, it is possivle for banks to obtain loan
guarantees for business loans, and the centers help package businesses for these guarantees. However,
there are also widespread complaints about the slowness of response by the guarantee sources and the
local banks. With the exception of the BAC in Ostrava, the centers provide most of these services at
little or no cost to the recipients. EC/PH/ RE-funded BAC programs are encouraged to charge fees.

The centers serve several distinct groups of clients. These included individuals referred by the
Labor Offices for training and entrepreneurial preparation, employees of state enterprises displaced by
privatization, and private entrepreners starting new enterprises. In general, there seems to an equal split
between manufacturing and retail clients, with each representing about 40 percent of the total client
popuiation. For most services, the majority of the centers’ clients are men, with the notable exception
or accounting classes, where women constitute about 80 percent of the students. Most clients have been
in business for less than two years, and at least half would be considered start-ups. Most have fewer than
5 employees, although a few (particularly the privatizing enterprises) have more than 50.

The European Comununity attempts to introduce a local oversight structure for each program,
consisting of business, banks, ard local government. These local groups help support the centers, usually
by contributing space and paying for direct labor. The European Community pays for other overhead
and provides equipment and training. The hope is that local interests will pick up all costs when EC
funding is phased out. In fact, because of severe limitations cn local resources, there is a good chance
that many SBCs would not be able to provide support in the absence of EC funding.

Two of the organizations seemed to address the issue of long-term suppor: head on. The Business
Innovation Center ir: Pilsen has obtained a well-situated building from the local government, part of which
it is leasing out to clients. Rent covers a substantial portion of program costs, providing reason to believe
that this BIC will be able to sustain itself over the long term. Meanwhile, the Ostrava BAC is
concentrating on generating revenue through client fees. Fees have the advantage of creating an income
flow, but prevent a significant portion of the community from receiving services. To date, revenue flows
from fees have been minimal.

Hungary

In Hungary, two programs were examined for this study —- an SBC located in Debrecen, modeled
on the U.S. Small Business Administration’s SBDC system;’ and an SBC located in Budapest, set up by
the B’nai B’rith Foundation of England with funding from the British Know-How Fund.®

7 The Debrecen SBC was established by Public Access, Inc., a private firm based in Washington, D.C.

% A third SBC was targeted for investigation, namely one of the Local Enterprise Agencies established by the
government-sponsored Hungarian Foundation for Enterprise Promotion, with assistance from the European
Community's PHARE Project; however, due to timing constraints, staff of this highly successful program were
unavailable to meet with the team for the full time the interview required. LEAs are linked by computer to one
another and to an EC business support database. LEAs can direct clients to various sources of financing provided
directly by EC/PHARE (for example, a microcredit loan program and a loan guarantee program for firms that seek
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The goals, objectives, and general approach of both programs are similar: to promote the
development of small- and medium-scale businesses in Hungary through training, advisory services, and
information. The scope and comprehensiveness with which these activities are carried out, as well as the
nature of the client base, do differ somewhat. The primary issue each of these madels faces is long-term
financial and institutional sustainability.

Both centers were set up by outside organizations as economic development projects in response
to new opportunities for private sector development brought about by recent political and economic
liberalization, and both have been operating for a relatively short time. Both provide training workshops,
one-on-one management counseling, and computerized access to information on a variety of business
subjects, including laws and regulations, taxation, marketing, and general management. Business service
facilities, such as photocopying, faxing, computers for word processing and spreadsheet development,
translation assistance, and meeting room space, are also provided. Both centers are also developing
regional business directories, as well as collecting data on fozeign firms ior input supply and marketing.
Also important is the provision of assistance in linking clients with sources of financing. Both centers
have developed working relationships with specific banks amenable to small firm lending.

The Debrecen Center was set up by a consortium of municipal authorities, local chambers of
commerce and business associations, and universities, with a board of directors composed of
representatives of Hungarian governmental and nongovernmental entities. Foreign donors have provided
funds for start-up, staff training, and operating costs, and the consortium has provided the actual
facilities, often with extensive renovations. The SBC works with start-ups and existing businesses with
fewer than 60 employees. Most client firms have fewer than 10 employees, and many are sole
proprietcrships in retail and services. The B’nai B'rith Center works with slightly larger clients, with
2 bias toward existing businesses in manufacturing.

A key issue surrounding SBCs in Hungary is their long-term economic sustainability. Both
programs charge nominal fees to offset the training workshops, and also charge for photocopying, faxing,
or access to foreign databases. Nonetheless, both remain highly dependent on donor funding to cover
operating costs. The Debrecen SBC expects U.S. support to last until 1994, at which time revenues
generated from fee income and contributions from the Government of Hungary and international donors
are expected to support the program. Like any other demonstration project, the centers hope to establish
track records of effective assisiance to entrepreneurs and, thereby, build their financial support base.
Neither of the SBCs in Hungary expects to cover its costs solely from fees at any time in the near future,
given their target clientele. Both recognize the perils of single-donor dependency and recognize that
developing diversified funding sources will be an indispensable prerequisite for achieving institutional
sustainability.’

market rate loans from commercial banks), and a limited number of grants are available to very small businesses.
Additional programs being developed by LEAs include small business subcontracting promotion with larger, often
foreign-owned firms; business clubs: internships with successful firms; and a monthly show on local television
spotlighting the activities of successful entrepreneurs.

> Two Local Enterprise Agencies have approached this challenge by organizing themselves as nonprciit
foundations with a separate for-profit consulting arm. The nonprofit side provides subsidized assistance to small
businesses using EC/PHARE funding, and the consulting arm charges market rates to larger businesses and local
governments, primarily for identifying joint venture partners and attracting foreign investment. The profits of the
consulting venture cross-subsidize programs targeted to small business.
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CHAPTER THREE

ANALYSIS OF SBC STRUCTURES, SERVICES, AND OPERAT:ONS

The interviews conducted with SBCs document the range of approaches they employ. The
following sections parallel the categories of the Interview Guide (see Annex B). Each section contains
a summary chart highlighting key findings in that category for each SBC, followed by a discussion of the
trends and implications for program design and management. Each section begins with discussion of the
U.S. and Western European approaches and proceeds to the Eastern European programs, thereby noting
the manner in which the transfer of technologies and skills into Eastern Europe is taking place.

Analysis of the program responses provides a rich source of examples for organizations, such as
the U.S. Peace Corps, that are interested in exploring approaches to private sector development centered
around SBCs. The analysis also provides a basis for distilling some general principles of effective SBC
tanagement that apply across contexts, as well as guidelines for an appropriate SBC development strategy
for Central and Eastern Europe, the Newly Independent States, and the developing countries of Asia,
Africa, and Latin America in which the Peace Corps has traditionally worked.

PROGRAM GOALS AND OBJECTIVES

Centers in the United States tend to have a much more socioeconomically defined mission than
those in Western and Eastern Europe. Many of the U.S. centers and programs have evolved out of the
War on Poverty’s national agenda, reflected by implicit (and in some cases explicit) targeting of
disadvantaged business owners. Different centers and programs define different disadvaniaged groups,
including racial minorities, women, inner-city dwellers, rural dwellers, or microentrepreneurs, but, in
all of these cases, the targeting reflects underlying objectives of the War on Poverty. Onc of the most
frequently stated objectives is new job creation, prompting centers to concentrate efforts on generation
of employment for disadvantaged groups. In some instances, centers are allowed to serve
nondisadvantaged businesses if they can demonstrate that jobs are created for disadvantaged populations.

In England and Ireland, the general philosophy appears to be that any small business is an
appropriate target for assistance, and that any assistance that can be provided ultimately adds net value
to society. Although there is considerable ethnic diversity in England, programs have not targeted racial
and ethnic groups but, instead, have been focused along class lines, targeting youth and blue-collar
workers in declining industrial areas. SBCs have designed programs to encourage younger people from
these locations to start new enterprises as a way of breaking out of their industrial class limitations. They
have also fccused on assisting large, capital-intensive industry to diversify in ways that create
opportunities for small-scale entrepreneurs.

In Easicrn Europe, the new SBCs tend not to have any specific criteria for targeting services.
The issue of whether an entrepreneur is disadvantaged is moot, in a situation in which the goal is to
promote emergence of a private sector and facilitate the transition to a market economy. The one limiting
criterion imposed by outside donors is that most centevs are prevented from serving state-owned
enterprises, even when these are in the process of privatizing, although some programs will provide post-
privatization services to smaller spin-off firms. Most donors have provided separate funding for
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assistance to the state enterprise sector, and seek to limit the services of small business centers to newly
emerging small private businesses.

INSTITUTIONAL STRUCTURE

Organizational Form and Origin

In the United States, all of the programs visited are funded to a large extent by local, state, or
naticnal government. In most instances, the programs operate as nonprofit or governmental entities. In
the case of the SBDC network, some of the centers existed prior to the availability of national funding,
having been started by using a mixture of state or local government funds and private sector funds. Other
SBDCs were formed as a result of the state and federal matching arrangements introduced in the 1980s.
Minority Business Development Centers were created by and receive funding from the Department of
Commerce. In England, most of the support tor small business is delivered by private nonprofit
organizations. While these tend to rely on government funds, they also demonstrate more extensive and
enduring links to the p.ivate sector than do the U.S. programs, and they have an identity and a mission
that go beyond a particular government piogram. In Ireland, the centers are created and funded by the
government. In Eastern Europe, most buc not all of the programs are initiated by foreign donors.

Program Settings

One of the more popular sites for locating SBCs, particularly in the United States, is within
unijversities or community colleges. This location is encouraged by the Small Business Administration
as a way of tapping into university- and college-based resources. Some centers are located on campus;
others are in a community setting. Experience has shown, however, that there is often little real input
from university staff, particularly when the programs are housed at large universities where faculty and
staff are under pressure to conduct research, publish, and gain tenure. Some SBDCs, notably in the
Oregon prugram, have found that centers housed in community colleges have more success in drawing
on the staff, who have less pressure on them, tend to be more practically oriented, and are more inclined
to provide their services to small business development programs. Apart from staff utilization, there
appear to be other benefits to locating within a university. Universities can provide an administrative
system for handling a mixture of public and private funds. They often provide important in-kind
contributions (that count towards federal matching requirements, in the case of the SBDCs), such as
access to library and computer facilities. The university setting may also shield the SBDC from political
pressures inherent in the governmental funding process.

Some SBCs have been housed in local chambers of commerce. In some cases, conflicts have
emerged between the interests of the chambers’ membership and the broader otjectives of SBDC
programs, leading some SBCs to avoid this option. In other cases. the partnership has been quite
effective. Most commonly, the SBDCs maintain a separate identity while developing collaborative
relations with local chambers through mutual referrals and joint training sessions.

In England and Ireland, the university-based approach figures less prominently. There have been
instances of programs opening in conjunction with university business schools, such as the highly
prominent program at Durham University, but these have not been part of a systematic attempt to tap into
academic resources. A university program of the Durham University Business School has achieved a
measure of outreach to the small business sector through specialized training programs, while serving as
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a magnet for private sector and lonor contributions and a resource for dorestic and international small
enterprise consulting. This is a very different type of arrangement than in the United States, where
centers have been attached as more or less successtuilv integrated annexes to university programs.

Many of the English programs to support small businesses are set up as private nonprofit
organizations, occupying commercial premises while relying quite heavily on goernment funding, zo that
government is effectively covering the cost of the space even though the programs are not housed in
government buildings. In Ireland, all three of the progrars interviewed were housed in government
space and staffed by government employees.

Given that most SBCs receive some degree and type of government funding, whether local or
national, it is surprising that more centers are not housed in government premises. In fact, there usually
seems to be a deliberate effort to distance the government from these private sector support initiatives,
even wiere government funding is substantial. This is to allow programs to escape the image (and the
reality) of oublic sector bureaucracy and inefficiency and allow more streamlined service delivery.
Particularly in Eastern European countries, if a program is associated too closely wii the government,
it is likely to lack technical credibility and be seen as a holdover of the old system. Almost all the
programs interviewed in Eastern Europe had gone to great lengths to establish operatio.is in "commerciai"
premises — although, as most property is still officially owned by the government, this is largely a matter
of appearances. Government "donations" of commercial space constitute one of the primary forms of
in-kind contributions in Eastern Europe.

SBCs tend to be located in regional or national capitals or major industrial centers, in downtown
locations that put them in close proximity to the largest possib!> number of potential clients. In some
cases, sites are selected for the corvenience they offer to a particular targer audience, such as specific
minority groups, or workcrs displaced from a particular industry. Additional factors in site selection
include access to ublic transportation, intercity transportation (for programs with a regional focus), or
adequate parking space. In sonie cases, locations are choser for clear political and economic reasons,
such as locating {acilities in regions that have been particularly economically disadvantaged or (in the case
of Eastern Europe) particularly oppressed.

In the case of programs with multiple branches, criteria for selecting locations vary. Some strive
for maximum geographic coverage. For example, many SBDCs attempt to create a network in which
no client has to travel more than one hour to receive service. Other programs pick Incations based on
the presence of local institutions interested in sponsoring an office. For example, the EC/PHARE
program requires a local contzibution as a key criterion for selecting program sites. Ideally, the decision
on where to base branckes is based on prior economic and demographic analysis. balanced against the
willingness of local interests to contribute to program support.

Variations in Center Operation

In the United States and Western Europe, many SBCs are part of national networks, although
individual centers tend to operate autonomously with few effective linkages between them. For the most
part, the SBDC "network" is a network more in the passive sense of coverage than in any active sense
of collaboration betwzen centers. The network facilitates standardized reporting to the SBA and, to a
limited extent, some sharing of materials. Beyond this, there is little sharing of experiences or
approaches. In part, this reflects the predominantly local orientation of most. centers. However, there
is also a sense of competition between SBDCs — to be ranked highest, to be selected to administer special
programs, to have materials certified by SBA, and so forth. This compeiitive spirit results from each
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state program’s ongoing struggle to justify its ¢xistence and secure renewed funding, and prevents the
network as a whole from taking advantage of potential payoffs from closer ties. In some cases, an entire
network is controlled hy one office; in others, program sites are independent or semi-independent but
linked to a central site for accounting and reporting. Within the SBDC network, both types are found.
For example, the Georgia program attributes a large part of its success to the fact that the lead office has
exercised substantial control over the entire state program, whereas the program in New York is
characterized by greater autonomy among centers. In Easiern Europe, many of the programs are one-ot-
a-kind services funded by foreign donors, run more like demonstration projects, and are not part of any
network.

Minority Business Development Centers are administered through contracts with management
consulting firms, with contract renewal based on performance benchmarks. Most of the programs in
Eastern Eurore resemble this model in that they tend to be run as projects funded by foreign donors that
usually retain control of all key accounting functions. However, while this approach may yield efficiency
in the United States, it can have negative consequences in Eastern Europe. Most Eastern European SBCs
can count on oniy limited donor funding, yet — to the extent that programs are administered externally
— local staff gain only a limited ability to understand and manage the program’s financial operations.

In general, the more autonomy a program has, the greater scope it has to adapt services to local
needs. At the same time, greater autonomy calls for a higher caliber of staff capable of meeting the
management and technical challenges of program operations. This trade-off is well illustrated by the
experience of FISE in Poland. Established as a national government initiative with an ambitious network
of offices in 16 locations, the program is having difficulty attracting and training sufficient numbers of
qualified staff. As a result, the main office is being forced to assume greater control of the program,
resultirg in an excessively bureaucratic structure. FISE wants to reduce the number of offices, improve
the quality of staff, and encourage offic:s to be more independent. Greater independence is expected to
resuit in a better feel for local clients’ needs, better contacts to local institutions, and increased
possibilities for mobilizing local government funds. FISE then wants to link these independent entities
into a federation to take advantage of opportunities for sharing information and coordinating technical
assistance.

SERVICES AND RESOURCES

The general objective of all SBCs interviewed is to provide services in support of the creation
and development of small businesses. Variations between SBCs result from differences in mandates
imposed by principal funders, differe.ices in operational procedures, absolute icvels of support received,
and each center’s own view of its long-term strategic positioning.

Long-Term Outlook and Impact on Services

SBCs’ long-term strategic views have significant bearing on the nature of their services. In the
United States, although centers huve existed in one form or another for almost 25 years, their political
(and therefore their funding) starus is still precarious. Each year, federal programs are subject to
approval by Congress, and each year the centers are threatened with cutbacks and even elimination. As
a result, there has not been much drive to undertake long-term strategic planning or program
development, with some exceptions. For example, the Oregon SBDC has recognized the need to generate
revenue from services. They have established mechanisms for ongoiny client feedback and impact
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evaluation and have used this information to create training products for which there is great demand and
which pay for themselves through registration fees.

SBCs in England and Ireland are highly integrated into the political fabric of the country and are
an essential component in the broader set of financial and technical services provided to both small
businesses and workers. This establishment of a long-term position within the social structure has
permitted these centers to become better established and to have a more stable set of services.

In Eastern Europe, the entire effort to assist small business development is quite new. Programs
are almost exciusively donor-supported, if not donor-driven. There has been little long-term program
development. The service programs are just now coming into existence and tend to be limited in scope
and depth. Services are limited on the one hand by the availability of adequately trained staff and, on
the other hand, by the ability of the beneficiary market to absorb a more intensive service package.

Primary Services Provided

All SBC:s provide assistance with business planning. However, there are two distinct views on
the best methodology for providing this assistance: one-on-one counseling, or group training and
workshops. This debate reflects the fact that SBCs are not market-driven but funder-driven and that
supporting resources are in most instances quite limited. To justify their existence, centers must produce
the greatest impact possible with limited funds. However, some measure impact in terms of total
numbers of businesses assisted, and others measure it in terms of qualitative improvements in the
businesses assisted, even if the number of situations is relatively small. If clients were expected to pay
the cost of services, they would soon make it very clear which services, or combination of services, best
meet their needs. As it is, there is virtually no market validation of services in any of the SBCs,
eliminating that indicator as a measure of the effectiveness of service.

For example, the New 7cuk State SBDC network places 80 percent of its resources into one-on-
one counseling. Training workshops are viewed as a method of marketing the more intensive services,
and tend to be of limited scope and duration. SBDCs in Georgia and South Carolina also tend to
emphasize one-on-one counseling for existing businesses, offering training primarily to start-up
businesses. These programs view training as a screening device that feeds selected clients into specialized
counseling. Allocating services in this way represents an attempt to introduce cost-effectiveness to service
delivery. One center noted that the shift within many SBDCs to a greater emphasis on counseling
coincides with reduced political emphasis on attracting large numbers of clients into the program. It also
coincides with a shift in emphasis away from start-up businesses toward existing businesses, perhaps in
recognition that not everyone should become an enirepreneur and that strengthening existing businesses
may be a more cost-effective approach to job creation.

At the other extreme, the Oregon SBDC network has an extensive array of trainiug packages
structured in different tiers for beginning and more advanced businesses. Oregon places training on equal
foouing with counseling and has structured its training program to include some individual cournseling —
and actually generates substantial amounts of revenue for the program as a whole.

The Minority Business Development Centers in the United States focus almost exclusively on two
activities: helping minority businesses obtain financing and helping them obtain contracts through various
set-aside programs. Most of their assistance focuses on preparation of business plans, bid documents,
and other related materials. MBDCs do not provide training, because they do not receive any credit for



training in the eyes of the U.S. Department of Commerce. MBDCs are closely monitored by the
Department of Commerce, and deviation from the primary mission is not encouraged.

The centers visited in England and Ireland tend to be large, well-supported organizations offering
a broad range of services. For example, the Durham University Business School offers a wide array of
training courses. These include elementary coursss on entrepreneurship awareness, short courses for
existing businesses, graduate M.B.A. programs, international training for staff of EC/PHARE-funded
programs, and training of NGOs to provide counseling services. However, the Durham center provides
no individual counseling outside its training packages. One noteworthy feature of the English approach
is a subsidy program through which the government pays part of the cost of commercial business
development consultancies. Several of the organizations visited encourage clients to take advantage of
this program to augment their own technical assistance programs. England also has several governmer:-
based deve’opment finance initiatives. Some administer grant programs that subsidize cunsulting services
by private consultants. England also has a program for advancing capital for business start-ups in lieu
of unemployment compensation payments, and the technical assistance centers are able to accers these
programs directly on behalf of clients. English SBCs employ these various forms of government support
to build a comprehensive program of training, counseling, and finance.

SBCs in Eastern Europe are so new that no clear pattern of service delivery has emerged. Most
tend to conduct short courses on the basics of market economics, legal issues, taxation, financing, and
the like. In a few cases, short courses are linked into a substantive prograin extending over a longer
period of time. Counseling appears (o be similarly superficial, with typical consultations lasting one or
two hours and covering very basic subjects. At present, few of the centers have the capacity to provide
more than just these basic services.

Secondary Services Provided

In addition to the core services of training and counseling, centers expand in several different
ways. Some of the programs in England and Ireland serve as administrative points for government-
assisted finance programs. Others include incubators facilities. Incubators seem to be more popular in
Europe than in the United States, perhaps reflecting the higher premium on commercial space. Some
SBCs in the Uniied States and England have developed specialties such as international trade assistance,
information systems and computer applications, specialized finance and venture capital assistance,
franchising, and assistance to specific industries, such as construction. Many SBDCs assist clients to
obtain procurement contracts from government and private sources; others help clients participate in the
Small Business Innovation Research program, through which small businesses can obtain grants from the
Defense Department for innovztive product research. In England and Ireland, some SBCs play an active
role in linking large- an¢: small-scale companies in producer-supplier relationships.
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CLIENT PROFILES

Although most SBCs maintain fairly extensive records on their clients, different programs compile
these data in different ways, so it is difficult to draw accurate comparisons across programs.' Therefore,
the data presented in this section are estimates that reflect the best available information supplemented
by the insights of those being inte:viewed.

The nature of an SBC’s clientele is the result of several interdependent factors:
®  Characteristics and needs of the local population served;

® Goals, objectives, and mandate of the SBC’s funders;

® Goals, objectives, mandate, and interest of the SBC’s staff; and

® Procedures regarding eligibility, screening, and targeting of clients.

Although great variability exists amcng the client populations of the SBCs studied, some general
observations may be made. Clients of SBCs in the United States tend to be found overwhelmingly in the
service and retail sectors. Firms tend to be very small; the vast majority have fewer than five employees,
and many are single owner-operator firms. In centers for which data are available, 50 percent of clients
are in a prebusiness planning or early start-up phase. If individuals seeking general business information
on a one-time basis are included, prebusiness and start-up clients probably account for an even larger
percentage of the total number of businesses assisted — although staff spend most of their time with
existing firms. Eight of the nine SBDCs reported that at least 40 percent of their clients are women.

Not all SBCs interviewed in the United States focused their attention on the very small and the
very new. Those with a larger number of clients engaged in an existing business activity (for example,
the Oregon State network) have more developed screening procedures and stringent eligibility criteria for
receipt of intensive (and expensive) one-on-cne counseling.

SBC:s in England work with a more diverse client base than in the United States. Clients range
from smaller-sized firms with fewer than five employees in the retail and service sectors to larger firms
in manufacturing and construction. The wide range of government-subsidized services provided through
SBCs, combined with active participation of large-scale private sector firms, attracts a wider range of new
and existing enterprises. In Ireland, the government’s strategic targeting criteria mean that nearly all
clients are small-scale manufacturers or international service firms and that many are ongoing enterprises
with five or more employees. I'ew clients are women, reflecting the fact that relatively few women are
engaged in manufacturing in Ireland.

SBCs in Eastern Europe had very little hard data on clients, so the data presented here are
somewhat speculative. Centers report that approximately two-thirds of all clients are from the retail and
service sectors, and one-third from manufacturing. Almost all client firms have fewer than ten

' Although the questionnaire proposed a specific format for collecting data on client profiles, SBCs were not
always able to fit the data into the categories provided. Also, there were discrepancies between interviewers and
respondents in some categories, for example whether "one employee" indicated the owner plus one employee, or
the owner alone,
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employees, and most have fewer than five. To some degree, this is the result of an arbitrary
programmatic split introduced by the outside donors. The privatizing state enterprises, which tend to be
the larger entities, are served by a different set of structures. Although most of the SBCs interviewed
provide prebusiness assistance or work with start-ups, a few centers report that about 30 percent of the
firms served have been in existence at least one year. Because of historical restrictions on private
enterprise activity, few small-scale private businesses have been in eistence much longer than that. At
SBCs where the primary service is individualized business planning, most of the clients are men; where
services emphasize training, many more women participate.

CLIENT ELIGIBILITY CRITERIA

The nature of an SBC’s client base is dew..mined by its overall mission and how that mission is
defined in terms of program services and targeting. In the United States, the SBDCs target their services
to firms that meet the SBA’s definition of a small business. Since sexvices are usually provided at no
cost, mary SBCs also use means testing to discourage people who have the ability to pay for management
assistaznice privately. Most SBCs do not have an upper limit on the number of counseling hours a firm
can receive, but all try to avoid becoming a private consultancy to the firm. Counseling staff are told
to recommend clients to private counselors when their clients begin to overuse or become dependent on
them. Fees are often charged for initial training, not only to hclp recover costs, but to help screen out
those that are not serious about going into business.

MBDCs limit services to firms owned by racial and ethnic minorities. Services are also rationed
through an arrangement that requires the client to pay for a portion of the service, with a greater payment
required from larger firms.

Some SBCs screen and channel clients according to experience and capability. Clients in the
early srages of starting a business are directed to group training activities or to written publications, while
more intensive (and expensive) one-on-one assistance is reserved for advanced businesses. Clients may
be required to complete certain prerequisites, such as a preliminary training course or a business plan,
before receiving one-on-one counseling. In this way, SBCs avoid turning people away while directing
clients to the most cost-effective package of services, meeting both the clients’ needs and the financial
goals of the center.

As in the United States, many SBCs in England have separate programs and services geared to
start-ups and existing businesses. All employ a screening process to identify the most appropriate
cost-effective intervention. An initial assessment of client needs is made by a project officer, and clients
are referred to appropriate financial grant or management assistance programs where services are
provided by NGOs or private consultants. Many of those interviewed expressed a preference for working
with clients with previous, demonstrated technical or business experience. Currently, some of the
Training and Enterprise Councils are beginning to target businesses in existence 18 months or more as
the ones most likely to make best use of the: centers’ services and create the most new jobs. Some
involved with the TECs would like to see the Local Enterprise Agencies assume more of a role in
providing pre-venture and start-up assistance.

Irish SBCs have made the strategic decision to focus assistance on firms involved in
manufacturing, export, or import substitution. There appear to be no entities that assist domestically
orientea retail or service businesses in Ireland. Also, there is much less emphasis on encouraging large
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numbers of individuals to start businesses, so services tend to focus on larger enterprises. Ireland’s
Udaras na Gaeltachta uses additional cultural and linguistic criteria to target services to these groups.

In Eastern Europe, the main criterion for receiving assistance from an SBC is that the firm be
privately owned. Some SBCs also assist in privatization, although, for the most part, these firms are seen
as needing different kinds of assistance and are served through different programs. Size and means
criteria are less strict in a formal sense than in the United States, although, in practice, services tend to
go to very small, new firms. Like their counterparts in the West, many Eastern European SBCs prefer
working with businesses that have already been established. One center specifically said that it does not
work with start-ups. Many also use program-specific eligibiiity criteria.

In addition to general eligibility criteria, some SBCs target distinct groups within the population
for outreach or special services. Examples of special targeting include:

® The Farm Business Management Program for production or processing ventures (Oregon
SBDC system);

€ Special efforts to promote particular sectors, such as tourism, high technology, secondary
wood products, and specialty foods (Washington and Oregon SBDCs);

® Family-owned businesses with 10-20 employees (the Irish Industrial Development
Authority).

PROGRAM PROMOTION

Most of the SBCs surveyed employ similar approaches in promoting their services.

® Referrals from other institutions, such as local banks, government agencies, chambers of
commerce, schools, and the like;

e Referrals from former clients;
¢  Public service advertisements in the local press or on television or radio; and
@ Brochures and flyers.

Some of the SBCs in the United States use their beginning-level training courses as a way of
marketing more intensiye technical assistance services. Few SBCs place paid advertisements, and those
that do use only a small amount of funds for this purpose.

All of the U.S. centers report that they need to do very little promotion because demand for their
services already outstrips their ability to deliver. Since services are provided at virtuzily no cost, centers
must rely almost completely on government support, which severely constrains their ability to expand
services. Most indicate that they are reluctant to advertise at all because this would simply expand the
waiting list for their services. Many report waits of six weeks in scheduling appointments. Another
concern expressed by several SBDC:s is that it would be inappropriate to pay for advertising, as this
would put the centers in direct competition with private sector providers — not an objective of these
taxpayer-funded programs.
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It is more difficult to gauge the demand and supply characteristics for the centers in Eastern
Europe. These SBCs are very new and provide only limited services. Nonetheless, most report that
there is brisk demand for their services — demand they cannot satisfy, given limitations in funding and
staff. Therefore, marketing is not a great concern for these organizations, either. In England, there
seems to be more of a balance between demand for services and the programs’ ability to deliver services.
Most centers report that they have aci.ve demand for their services, but that there are not the fong waits

reported by U.S. centers.

STAFFING

Technical Stair

Staffing for SBCs in the United States and Eastern Europe tends to be fairly limited, and centers
in England and Ireland tend to have relatively large staffs. Most of the U.S. SBDCs have three to five
full-time technical staff, plus an additional one or two support staff. The Chicago MBDC has the largest
staff of all the programs visited in the United States, with a professional staff of 15. Alntost half the
centers have as few as two full-time staff. Most extend their capability through the use of paid outside
consultants. Most of the centers in the United States do not provide systematic, ongoing training for their
staff. In part. this appears attributable to the fairly high staff turnover in the U.S. centers, caused by a
combination of velatively low salaries and the uncertainty of future program survival. Furthermore, many
of the state networks have chosen to fragment their programs into a large number of project sites. As
a result, even where the statewide system does receive a reasonable level of support, by the time this is
distributed among the branch offices, the funds cannot cover more than one or two persons.

By comparison, the English centers seem to be a much more accepted part of the public system
of support for small enteiprise. The level of funding is much larger than in the U.S. centers, and
availability of future funding appears to be more predictable (although the exact distribution of funding
between programs is subject to change). As a result, the English centers have been able to engage in
more long-term strategic planning and have been able to build a stable professional staff structure. Most
of the centers visited report the size of technical staff to be between 20 and 100 persons. Only one of
the seven report a staff of fewer than 10 persons.

In Eastern Europe, staff size tends to mirror the U.S. pattern. Most sites have two or three full-
time staft and extend their technical capability through the use of outside consultants. The largest
program visited was the Opportunities Industrialization Center in Lublin, with a full-time tochnical staff
of seven. The programs in Eastern Europe are all new, and most are still working with their original
staff, who, in many cases, have received donor-funded training abroad. Even with these crash courses,
the staff of mary of these programs are finding themselves severely stretched in terms of their ability to
provide effective technical assistance, so that most programs continue to rely heavily on foreign
consultants. It is also unclear what will happen when these programs experience their first wave of staff
turnover. Incentives for keeping trained staff in place remain to be established in most programs,
reflecting the absence of long-term institutional planning.

Use of Volunteers

Most SBCs in the United States make regular use of volunteers. Some indicate that efforts to use
volunteers in the past have not succeeded because volunteers were not reliable on a long-term basis.
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Those that do use volunteers report success with M.B.A. students working through centers housed in their
business schools and with professional specialists such as lawyers and accountants brought in to deliver
specialized training sessions. In general, those centers that focus on one-on-one counseling make less use
of volunteers than those engaged in training.

About half the SBCs in England and Ireland make effective use of volunteers, often as mentors
to small firms. These programs link managers from larger companies with counterparts in smaller
businesses as a way of upgrading the management skiils of the small business cwners.

Most of the Eastern European SBCs do not use volunteers on a regular basis. There are few local
specialists who possess the kinds of specialized knowledge the centers seek to provide, while foreign
volunteers, such as Peace Corps volunteers, have been limited by the complexity of the language from
engaging directly in training or one-on-one counseling. As the programs become riore established and
begin focusing on their internal institutional development issues, a renewed interest is likely to emerge
for foreign volunteers who can provide assistance in organizational strengthening. To the extent that this
assistance is directed to English-speaking program staff, language will be less of a barrier. The kinds
of tasks volunteers could perform include assisting SBCs to develop and implement plans for institutional
sustainability, developing local networks to support small business, designing databases and monitoring
and evaluation systems, and developing training materials.

PROGR AM FINANCING

Sources of Program Funding

SBCs in the United States, England, and Ireland rely predominantly on national government
funding. In the United States, the SBDCs receive part of their funding in the form of a 50 percent match
from state or local government and/or from a participating university or community college. In fact,
SBDCs linked with community colleges, such as those in Oregon, receive over half their support from
the college, suggesting that SBCs do have a strong capacity to generate local support where they are
perceived as really serving the community. It is difficult to assess the exact degree of reliance of the
SBDCs on federal funds, as some programs monetize and include the value of in-kind contributions from
state and local government as their side of the required match. For example, the majority of the state
match in South Carolina is met by the monetized in-kind contribution of the university in the form of
office space, computers, library access, and some of the dean’s time. Other centers do receive monetary
contributions from the state or local government that may exceed federal matching requirements. The
role of direct private sector contributions is fairly minimal in the U.S. centers studied.

SBCs in England and Ireland are funded by using a more mixed approach. At one extreme is
the Greater London Business Center, which receives 100 percent of its funds from the national
government. At ine other end is the Shannon Free Airport Development Company, which covers 75
percent of its costs through rents raised from the leasing of commercial space. Other English SBCs
receive substantial contributions from corporate sponsors and private foundations, reflecting a strong
philanthropic view, as well as current incentives such as the Corporate Community Involvement Act.
project Northeast is an NGO that receives government funds, bids on private sector contracts to generate
commercial income, and charges fees for its services on a sliding-scale basis. With this mix of revenues,
the program is financially self-sufficient.
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In looking at the funding of Eastern European SBCs, the nature of these efforts as projects rather
than as institutions becomes clear. With the exception of FISE, none of the SBCs receives a significant
national government contribution, and most rely heavily, if nct caclusively, on foreign donor support.
These negligible levels of national support reflect the scarcity of public funds as well as continuing
uncertainty on the part of government concerning the method of supporting business development. The
high level of donor funding also reflects the strong international comniitment to supporting private sector
development in these fransitional economies.

Interestingly, the Czech and Slovak programs show evidence of greater local contributions, both
from local government and from membership fees from private sector asscciations that have helped found
several centers. This latter approach indicates the important role that local institutions can play in an
SBC’s financial sustainability. Also, although the Czech and Slovak centers do receive some donor
funding, EC/PHARE (unlike the U.S. programs) will not pay salaries, so there is less danger of shoring
up operations that are not viable. EC/PHARE support never exceeds one-half the program costs, and
a local government match is mandatory. (In effect, this is a very similar approach to that taken by the
SBDC program in the United States — a feature that so far has not been embodied in the U.S. foreign
assistance models.)

A final variant worth mentioning is the Ostrava BAC, which was explicitly established as a
private for-profit business and proposes to cover all of its operating costs out of fecs. At present, the
program receives some support from EC/PHARE, but only for equipment and staff training. To date,
the program is not covering its costs and is being subsidized by the founding firms. Although the center’s
existence is in jeopardy, it stands as a bold venture in an environment where most have established their
programs (and their reliance) on donor funds.

Spending Flexibility versus Funder Mandates

Programs that rely on public sector funds are generally expected to comply with government
spending guidelines. For the most part, funds are earmarked rather loosely, in that programs are
designed to reach certain target groups and funds are expected to be spent acco:dingly. Typical target
groups include racial minorities, women, veterans, the disabled, and welfare recipients, as well as small
businesses in general. In other cases, programs are designed to promote specific sectors, such as
technology-oriented businesses, manufacturing, or tourism, and then centers are expected to direct
resources in these directions. In some cases, funds are earmarked to support specific functions. For
- example, funds under the Defense Logistics Act are earmarked to assist minority and small businesses
in competing for federal contracts. Programs may also receive supplemental funds from local government
and community organizations for the express purpose of providing support to specific groups. For
example, the Pace University SBDC receives funds from the Harlem Outreach Center to target low-
income African Americans; from the New York City Housing Authority to provide entrepreneurial
training for people that live in the projects; and from the Jewish Outreach Program and Chinatown
developers to support their respective target groups.

A similar phenomenon is noted in those English SBCs that receive private contributions, where
each of the private sponsors provides funds to support a specific program. For example, in Project
Northeast, Shell U.K. sponsors the Livewire youth self-employment program, and the Newcastle City
Council paid to refurbish an incubator facility.

Donor-funded programs in Eastern Europe tend to be managed as projects rather than operate as
independent institutions. For example, for the programs funded by the U.S. Congress in Warsaw, Lodz,
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and Debrecen, a U.S.-based contractor administers the contract and handles most of the financial
transactions and accounting directly. These programs are highly accountable for all uses of funds,
operating within the parameters of line item budgets that allow 10 percent flexibility between line items.
This type of arrangement reduces local staff responsibility for managing program finances, making it
more difficult for the staff to develop a feel for the financial management of the center and less likely that
it will achieve financial self-sufficiency. On the other hand, those SBCs that receive funds from a number
of different donors are often required to track and report each funding stream separately. This can make
for complex accounting, which, although time-consuming and tedious, familiarizes the staff with the
financial management of the program and puts them in a better position to appreciate and undertake the
steps involved in achieving financial self-sufficiency.

Principal Program Costs

Personnel is the main cost for most SBCs. In the United States, 80 to 95 percent of total program
costs are for staff. Staff represent the main cost in English programs as well, although to a slightly lesser
extent than in the United States. For many SBCs, particularly in the United States, ‘ravel is another
substantial cost, especially for those programs that reach into rural areas or place a heavy emphasis on
site visits. Among the Eastern European programs, obtaining and renovating space represents a major
program cost, sometimes exceeding the cost of salaries, underscoring the difficulty of obtaining property
and the low cost of labor, as well as the importance of space as an in-kind local contribution. Although
this major program cost is absorbed by local governments in some cases, it is unclear that Eastern
European SBCs can count on this contribution indefinitely. If and when this situation changes, SBCs
could find themselves suddenly having to pay full commercial rates for their facilities. For example, the
U.S.-funded center in Debrecen is occupying space valued at US$30,000 per year, currently provided
free of charge by the city government. Center staff are aware that this provision of space may cease at
any time, yet there are no contingent plans or resources to cover such an eventuality.

In-Kind and Community Support

In-kind contributions from local government or the local private community can play a very
important role in supporting an SBC. The forms in-kind contribution can take include space, ranging
from a few rooms to a whole building; access to computer facilities and other equipment; volunteer time
of staff, administrative support, materials, software, free promotion, and free services (such as telephone
installation); coverage of hotel and translator costs; and so forth. These contributions are important both
because of their material contribution to the program and because of the community support that they
represent. Where strong community support is present, the program is more likely to be attuned to
community needs and connected to local institutions, both essential prerequisites for mobilizing continued
local financial support.

Whereas most U.S.-based programs receive in-kind support from a broad array of sources, this
contribution diminishes somewhat in England and Ireland and is almost wholly absent in the Eastern
European context, except for contributions of space by local governments. A typical form of in-kind
contribution in the United States is when a university or community college provides space, access to its
business library and computer facilities, or faculty time. Other programs mobilize support from local
chambers of commerce, individual businesspersons, and state and local governments. Newspapers often
provide free advertising. Banks can be an important source of assistance, sponsoring seminars or
workshops or, as in the case of the Eugene SBDC, contributing financial planning software. In England,
many centers receive a substantial contribution from the private sector under the Corporate Community
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Involvement program. Although most of this support is in cash, some is in kind, in the form of seconded
staff, printing costs, and other services. Generally, a specific large firm will cosponsor a particular
project activity, making any contributions necessary to support that activity.

To some extent, whether or not programs receive in-kind contributions is a result of how actively
they network and seek this support. Few organizations will just offer it. This highlights the importance
of selecting a site where there is strong community support, evidenced by community and local
government willingness to make a material contribution. In other cases, centers actually serve as a
catalyst for creating local networks of support for small business development,

Another point to keep in mind is that, although some of these contributions may be pure
community good will, in other cases conating institutions expect something in return. In Georgia, for
example, the SBDC stopped accepting space from the local chamber of commerce and local government
because these parties were making demands that threatenes to undermine program independence. The
SBDC could afford to do without the support and preferred to give it up in order to maintain more
control over the program. This is an iinportant lessen for Eastern European SBCs, where on the one
hand, the programs need local government support, but, on the other hand, most centers would prefer
not to be too closely identified with government, given skepticism about government officials’ self-interest
and limited business credentials. Programs that are forced to accept substantial local government
contributions must take pains to maintain their independence and avoid becoming a tool for serving
political ambitions.

Client Fees

Fees do not play a major role in the funding of the U.S. centers. In some cases, this is because
of policy. For example, the SBDCs are nct allowed to charge for one-on-one advisory services, although
they may charge fees to cover the direct costs of training. Even within those parameters, there are
differences in the way centers have approached the setting of fees. Some still prefer not to charge for
training at all, in order not to prejudice clients against training in favor of counseling (which is free).
Others feel that charging for services at all takes scarce capital away from those who need it most to
invest in their small business. They reason that if small-scale entrepreneurs could afford to pay for
services, they would go to private consulting firms. They reason further that, in effect, clients have
already "paid" for the services to the extent that the programs are funded by tax dollars. The Washington
State BAC is prohibited from charging for any services.

However, others SBCs believe that charging for fees separates the serious clients from the
dilettantes and makes clients attach a higher value to the training they receive. Most clients are
entrepreneurial enough to believe that "you get what you pay for," leading them to believe that a $20
course is more valuable than a $10 course and a free course is probably worth nothing at all. Some
centers also recognize that fees can contribute to the financial self-sufficiency of the program. The most
common approach among the SBDCs is to try to charge enough for training to cover the direct costs of
training events. Even so, fees rarely cover more than 2 to 5 percent of total program costs. The Oregon
program stands out for the way it has turned training into one of the cornerstones of its program. The
Eugene SBDC trains more than 14,000 clients per year — about 6 percent of the total training done by
SBDCs throughout the United States. The Eugene SBDC has structured its program so that clients pay
a lump sum, from $175 to $400, for a package of training courses that includes some one-on-one
counseling, allowing the SBDC not only to recover the direct costs of training but also to offset additional
program: cosis. Furthermore, the sponsoring community college is eligible for more federal funding the
more training it helps provide, and these funds are plowed back into the SBDC program. The Eugene
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SBDC estimates that 15 percent of total program costs are covered by fees and 40 percent come from the
community college contribution.

The English programs show more variety and complexity in their approach to taking fees,
reflecting, in part, the broader client base they serve. For example, Project Northeast and the
Hertfordshire and Durham programs charge fees for services based on client ability to pay. Typically,
assistance to stari-up enterprises is either heavily subsidized or free, while managers of existing businesses
may pay up to hal{ of the cost of an event. Staff of other business organizations might be expected to
pay 50 percent or more for the cost of training-of-trainer workshops, while private firms are charged 100
percent for services. The London program, on the other hand, does not charge for services, although
there is a move afoot from the member Training and Enterprise Councils to begin charging for services
after three free sessions. The Shannon Free Airport Development Company charges clients 50 to 75
percent of the cost of certain training and tecknical assistance programs.

The Eastern European programs are split on the issue of fees. On the one hand, it is generally
recognized that the target clientele has, if anything, even less ability to pay for services than their
counterparts in the United States and Western Europe. At the same time, the program staff are keenly
aware of the need to find sources of income that will allow the programs to exist beyond the duration of
foreign donor funding. Another factor governing the programs’ decision on whether or not to accept fees
is the institutional structure and governing laws under which the centers have been set up. Some are
registered in a way that precludes them from charging for services. For example, the Warsaw and Lodz
programs are registered as nonprofit foundations and are not allowed to engage in any commercial
ventures. To engage in any economic activity (such as accepting fees), they will need to apply for a
special license, which, in turn, will involve more complex accounting and tax requirements. Changing
their legal status is therefore another hurdle these programs will need to overcome to gain more stable
financial footing.

Programs in Eastern Europe also diverge along ideological lines on this issue. Whereas the
program in Warsaw is planning on changing its status in order to be allowed to charge fees in the future,
the center in Lodz distinguishes itself from the competition by not charging fees. The center does not
wish to charge even nominal amcunis for services, believing that banks and local government will be
more inclined to support it if services are provided free. Meanwhile, the FISE centers, which receive
the majority of their funding from the Polish government, are determinedly trying to develop a plan for
financial self-sufficiency and have no hesitations about charging fees, although, at this point, they are not
able to set fees at a level that covers the cost of services. Currently about 10 to 15 percent of program
costs are covered t-rough fees.

In Slovakia, the Ostrava BAC has established itself as a for-profit business and charges fees for
all services. As a for-profit, the BAC is eligible for only minimal donor support — some funds for
equipment and staff training — so it must plan on covering all costs through fees. To date, the BAC has
not been able to generate this level of fees, so operations are subsidized by its founders. The Pilsen SBC
charges fees for most of its services based on ability to pay and covers 33 percent of program costs in
this way. The center includes an incubator and offers access to business equipment and services, for
which it charges full cosis plus a fee.

Not surprisingly, the more a program relies on donor funding, the less likely it is to charge for
services — either because of donor mandates or because it can afford the luxury of offering free services
to a needy target group. The less a program is able to or chooses to rely on donor funding, the more
aggressive are its efforts to generate fee income. The critical question is: What impact do these alternate
approaches have on the quality and delivery of services and program sustainability? In view of the short
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time these programs have been in existence, it is tao soon to tell. It is hard to predict which of the
donor-funded centers will still be in operation in recognizable form a year or two from now. It is alsc
too soou ) tell whether the centers attempting to establish themselves on a commercial basis will be able
to stay arloat in their present form or whether they will need to change their programs, seek donor or
local government funding, or close down.

Plans for Sustainability

It is important to distinguish between financial self-sufficiency and sustainability. Financial self-
sufficiency is something that very few programs supporting small business development ever really
achieve in the strict sense of the term. In part, this is because the target population they are trying to
serve has a limited ability to pay and the individualized services that most centers offer are expensive to
deliver. Perhaps for these reasons, few SBCs ever really strive for financial self-sufficiency (although
some of the English programs use this term to mean "making ends meet," and consider thcmselves
financially self-sufficient even when a majority of their program costs are covered by government
funding). However, alinost all SBCs strive for institutional sustainability, with more or less success. In
effect, this usually translates into some way of ensuring continued support through public funds or
through scme mix of public and private funds.

In the United States, few, if any, SBCs would exist in the absence of federal funding. The
SBDCs are designed as private nonprofit operations that supposedly display greater efficiency and more
awareness of local needs than the pubiic sector in delivering services to a critical sector of the economy.
The matching mechanism ensures that there is scme measure of state or local support, while the close
ties to universities are intended to ensure that those resources are also tapped. There is r.o sense that the
SBDC:s are supposed to be trying to wean themselves from federal funds, although, czitainly, the more
state and local funds they mobilize, the more they can expand and improve the program. Presently, the
SBDCs are not allowed to charge for counseling services, so their ability to become financially self-
sufficient is virtually nil. Some, such as the Eugene center, try to raise funds directly from the private
sector. However, even the most progressive centers do not believe it will be possible to become self-
sufficient while serving the needs of the targeted clients. Basically, achieving financial self-sufficiency
is neither a goal nor an issue for the SBDC program (as opposed to achieving greater cost-effectiveness
with program resources, which is an issue). As some put it, if the funding dried up, the SBDCs would
g0 away.

MBDCs are required to recover 15 percent of their costs through fees, but are not allowed to
increase fees beyond that level, given their mandate of providing subsidized assistance to minorities.
They are sustainable as long as the federal government decides that the program constitutes an effective
means for assisting the target population, but would not be able to exist in the absence of federal funding.

The English experience s more mixed with regard to financial self-sufficiency and sustainability.
Most programs tend to rely somewhat less on government funds and demonstrate more success in
attracting direct private sector corporate contributions. Given this type of mixture, SBCs view themselves
as financially self-sufficient to the extent that they provide an acceptable level of services within their
existing level of resources. For example, the Durham University Business School, which relies on
government funding for 60 percent of its program costs, considers itself self-sufficient. Project Northeast
is self-sufficient based on a mixture of revenue from public sources, private donations, and commercial
fees charged for consultancy services. Revenues cover operational costs and help subsidize services to
small business. The London program, which is completely government-funded, showed some concern
over its financial vulnerability and plans to introduce a fec structure.
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In short, the English programs seem to demonstrate a higher degree of certainty about the
gevernmeiit funding they receive, but simultaneously implement strategies to mobilize a fairly substantial
private sector contribution. They also tend to structure their programs according to discrete project
activities, which enables them to adopt a more ad hoc approach to certain services, delivering them to
specific client groups if and when a corporate sponsor is identified. This is a sensible approach that
should be explored further — having a very lean basic machine, with the capacity to scale up in order
to focus on specific projecis when a sponsor is identified.

The SBCs in Eastern Europe have a very different starting point. Few receive funds from their
own governments. In most cases, there are no networks of institutions to support small business — there
are few voluntary membership associations or chambers serving private business, and universities are
themselves underfunded and tend not io have business programs with any practical focus. In view of the
political and ezonomic importance of creating a private small busiziess sector, foreign donors have stepped
in and funded several different kinds of initiatives. Most of the resultant SBCs arc run as discrete
projects, ill connected to any local structures. For these programs, achieving tinancial sel{-sufficiency
means finding a new foreign donor to pick up the program costs when initial donor funds run out. Few
programs are tackling the knotty problem of mobilizing local government and community support, which
is really a process of institutional development. Instead, staff are being trained and encouraged to master
the art of managing a budget and delivering services, while little attention is devoted to securin‘; the basis
of their continued operation — the most critical task of all.

Eastern European programs display more concern about sustainability than do their U.S. and
English counterparts, although few have a clear strategy for ensuring their institutional sustainability.
For example, Opportunities Industrialization Center plans to begin charging for services once it has
established a track record, and will attempt to mobilize funding from local sources, but expects ultimately
to rely on future funding from the European Community. Warsaw plans to sell data from its foreign
investment promotion database, and hopes to take a fee for matching entreprencurs with investors,
although it recognizes that these revenues will be insufficient to cover program costs. The U.S.-funded
program in Lodz is trying to iine up support from EC/PHARE. The Ostrava BAC is trying to establish
itself as a for-profit firm, and realizes that it will need to sell a lot of services. Budapest would like to
defray program costs by drawing on the services of Peace Corps volunteers, introducing a structure for
charging fees for services, and soliciting funding from international donors for specific projects. The
centers in Martin, Pilsen, Debrecen, and Nitra all want to increase client fees and obtain more funding
fromn their respective local communities and federal governments.

Addressing the issue of program sustainability stands as ¢ mzjor challenge to development efforts
focused around small business centers. If such initiatives are to have any lasting impact, they will need
to go beyond immediate service delivery and spend more time focusing on creating and strengthening .
local infrastructure for lasting support to the small business sector — of which a network of SBCs might
be part.

INSTITUTIONAL COLLABORATION

SBCs in the United States have fairly well-developed ties to a broad range of government and
private sector institutions. Banks are among the foremost institutions that most SBCs seek to collaborate
with. This reflects that fact that most centers in the United States are not involved in the direct provision
of financial services, although finance is clearly one of the predominant needs of their clientele. The
nature of the collaboration with banks takes many forms. SBCs may assist clients in deciding which bank
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to go to, banks may refer potential loan recipients to SBCs for assistance in preparing business plans and
for other preliminary training, or banks may sponsor or even conduct training seminars for entrepreneurs.

In addition to banks, most SBCs have well-developed ties to other federal and state government
pregrams, as well as to universities and community colleges. Links to associations and chambers are
more random and casual, perhaps reflecting the limited technical role of these institutions in the United
States. Indeed, most chambers are happy to refer their members to SBDCs for technical assistance and
training. Some offer to provide space in return, but many SBDCs are wary of accepting, as they fear
becoming ensnared in local political interests and losing program independence. The Washington State
BAC, which engages in iittle direct provision of services, refers clients to a wide range of local and state
programs, including SBDCs, State Economic Development Councils, the Women and Minority Business
Assistance Program, the Small Business Ombudsman Program, the Child Care Advantages Program, and
other useful services.

Oue of the most prominent features of the English SBCs is that, to a far greater extent than those
studied in the United States, they have gone directly to the private sector and mobilized support from
iarge corporations and foundations. Much of this support takes the form of mentoring or linkages and
supplier relationships between large-scale and small-scale industry. In terms of relationships with
financial institutions, some of the centers do refer clients to banks, but there seems to be Jess of an effort
to target banks as key paitners in support of small business development. (This may be because some
of the programs are themselves directly involved in providing credit, or because access to credit is less
of a constraint in England.) In terms of chambers and associations, links to these organizations appear
rather weak, consisting raostly of referrals and info.mation sharing. On the other hand, links to other
local and national gover-ment organizations are well developed and include direct involvement in
training, in addition to financial support (although clients indicated they were not always well informed
about these uther resources available). Firally, links with universities are less developed, perhaps
reflecting the greater split in the English educational system between academic and vocational training.
However, where universities are involved, as in the case of the Durham University Business School, the
contribution has been substantial, encompassing significant technical input in che form of economic
research as well as in training and consulting.

The Eastern European programs attempt to establish linkages wherever they can. Most receive
the bulk of their funding from international donors. The staff of these programs are also the direct
recipients of a substantial amount of training and technical assistance — a feature that further marks the
programs as development projects and sets them apart from their institutional counterparts in the United
States and Western Europe. Most donors request some form of government match, which requires
programs to establish some degree of linkage with local government agencies and programs. Uinkages
with universities are poorly developed, reflecting the fact that most of these institutions are themselves
underfunded and lack the kinds of staff and programs that would represent real resources to programs
assisting private entrepreneurs.

Access to capital is one of the primary constraints facing most would-be entrepreneurs in Eastern
Europe, leading most programs to concentrate on establishing favorable relationships with banks. Lven
so, given the state of the overall financial sector in these countries, there is little that programs can do
to improve their clients’ chances of obtaining loans. One of the main services that centers provide is
assistance with the preparation of loan applications. Unfortunately, even feasible projects are often turned
down, with little reason given, leaving clients disillusioned and SBCs discredited. Some SBCs are
attempting more creative relationships, such as investment mobilization schemes (for 2xample, FISE) or
conducting training programs to familiarize bankers with techniques for lending to small-scale
entrepreneurs (for example, Pilsen).
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Links to chambers and associations figure prominently among Eastern European SBCs. Many
of these organizations are holdovers from the Soviet period, during which they distributed information
and training that reinforced operation of the planned economy and served as vehicles for trade between
republics. All state enterprises automatically belonged to some chamber or association. Although the
form and status of these organizations are in flux in each country, the organizations are emerging as one
part of the landscape that wants to be involved in private small business development, although at present
most lack the wherewithal to do so. Nonetheless, donor-funded programs are looking to these institutions
as partners, if not guarantors, of any sustainable SBC program. All the Eastern European programs have
some links to chambers or associations. Although most links take the form of promotion and referral,
four provide funding, one provides space, and one accounts for 65 percent of the program funds.

MONITORING AND IMPACT ASSESSMENT

In addition to routine financial recordkeeping, many SBCs have in place a system for ongoing
monitoring of services provided. Some also seek to evaluate the impact services have had on client firms.
The extent of monitoring and evaluation is determined primarily by funder requirements rather than by
management needs.’ Most SBCs monitor the following variables:

® Client profile (including client gender, age, race, ethnicity, education, size and type of
enterprise, and previous business experience);

® Total number of individual firms being assisted;
® (lient satisfaction with center services; and

® Demand for and provision of services (including number of people trained, number
counseled, or number who made use of a particular service).

Client Demand for Services

All SBCs reported keeping track of services provided to clients. Almost all are equipped to
monitor the number of clients requesting different kinds of services, although many report only on clients
who had a substantial amount of contact with the center. 5BA’s required reporting is geared to clients
who have worked at least six hours with an SBDC. Statistics on one-time users or hotline c:llers are
uvi..t w0t recorded in more depth than simply the number of inquirers and the content of inquiries.

Information on client demand is collected through intake forms as a routine part of registration.
Client demand is also monitored though ongoing review of the work and recommendations of SBC staff.
Some SBCs conduct additional needs assessments of clients in their service area by mail. The
Hertfordshire TEC sends out a survey twice per year to gauge employers’ outlook on the local economy,
business activities, and perceived needs in employer and employee training, and refines its program based
in part on this survey.

* In one program, a corporate funder requires the SBC to report on the number of times the sponsor’s logo
appears in the SBC materials.
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Client Satisfaction

According to SBC staff, the best measure of client satisfaction is the number of repeat clients.
Data on client satisfaction are most commonly collected at the midpoint or completion of a training
activity, or at regular intervals during ongoing counseling, Some SBCs survey clients six months or more
after service is compieted, believing these data are useful in determining the real-world applicability of
the assistance. Maay SBCs keep track only of repeat, ongoing clients, believing that it is logistically too
difficult and expensive to keep track of former clients. Most analysis of client satisfaction data is done
in house, although some multisite SBDC programs in the United States have a central evaluation point
to ensure objective analysis.

The most common data collection methods are written surveys, telephone interviews, and focus
groups with selected clients. Many SBCs use a mix of all three, using written and telephoue surveys to
get broad general information from clients and non-clients and telephone surveys and focus groups to
provide depth on specific issues. The Hertfordshire Training and Enterprise Council conducts an annual
survey of the county’s client and non-client business sector on needs, awareness, and perceptions of the
TEC. They also use consumer panels formed of frequent users to recommend developments and
improvements to TEC programs.

Indicators for Monitoring Impact

Evaluation of SBC impact is a delicate and difficult subject. Conclusive evaluation is expensive
and tiine-consuming, taking resources away from services to clients. Monitoring can only be as good
as the entrepreneurs’ willingness and ability to provide accurate data. Some do not want to acknowledge
that they ever required assistance, others do not want to reveal sensitive information, and some simply
provide inaccurate information. At the same time, even where positive impact is measured, it is difficult
to attribute these results to the services provided by a particular SBC. Despite these constraints, most
SBCs want some indication of the usefulness of their services, and funders want proof that programs are
spending funds wiseiy and achieving their objectives. The most common measurements of impact are:

® Increases in gross sales of client businesses;

® Full-time and part-time jobs created or stabilized;

@  Changes in net profits of assisted firms;

®  Survival rates of new firms;

® Number and value of government contracts won (where procurement assistance is provided);

©  Number of clients removed from welfare or unemployment (where this particular group is
targeted);

® Amount of new business financing secured;
® Extent to which businesses meet their own goals; and

®  Number of clients who graduate to private sector management assistance.
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SBCs also measure program success in terms of the number of other institutions seeking them out for
collaboration and the amount of funding leveraged from public and private sources.

SBCs in Eastern Europe are just now setting up systems that will allow them to collect
information on client impact. Like their counterparts in the West, they plan to track improvements in
income (both sales and profits) and increases in number of employees, as well some qualitative, subjective
information.

Methods of Monitoring Impact

SBCs in both the United States and Western Europe obtain most of their impact data from repeat,
long-term cliente. Data are obtained through surveys of these clients when they return to the center for
additional assistance. Some SBCs conduct telephone and written surveys, also directed to their current
client roster. In the United States, the Association of SBDCs conducts an in-depth assessment of service
impact on business performance for each SBDC every three years. These assessments are used to lobby
the U.S. Congress for additional funding.

Some programs use a cost-benefit approach in justifying their value — that is, calculating
performance and payback in terms of program funds spent per job created, or funds spent per tax dollar
returned to the state via increased incomes. The University of South Carolina SBDC's data show that,
for each dollar spent on technical assistance, the SBDC’s clients pay four additional dollars in taxes. The
University of Georgia SBDC compares data it collects annually on client businesses to a control group
of non-assisted firms. In Ireland, the Shannon Free Airport Development Ccmpany measures
employment levels and survival rates of assisted firms and compares these with natioral averages.

Reporting Requirements

The amount and frequency of reporting differs between SBCs in the United States and in Western
Europe. SBCs in the United States felt that too much reporting is required by funders, placing an
enormous administrative burden on the staff and keeping them from developing programs and delivering
services. Weekly, monthly, quarterly, semiannual, and annual reports, with increasing amounts of
activity and client profile information, are often required by local, state, and federal authorities. Funders
generally are not flexible in their reporting requirements, all wanting data in their own formats, so it is
not possible to give the same report to everyone.

In contrast, the English government requires relati- =ly little monitoring and evaluation data from
the SBCs it supports. Each SBC reports to the Department of Industry every six months on the types of
enterprises assisted, type and amount of assistance provided, outcome, and resultant employment !gvels.
The director of one English center, familiar with the SBDCs in the United States, feels that U.S.
authorities require too much reporting, with the focus being on accountability to Congress and not on
results, whereas, in England, the government has put more effort into planning its assistance strategies
and therefore requires less monitoring.

SBC reporting systems in Eastern Europe parallel those of the donor country model. The
Debrecen SBC, established with funding from the U.S. Congress, must submit weckly, monthly, and
quarterly reports on client profile, activities conducted, and financial expenditures. Additional quarterly
reports are sent to the Board of Directors of the center. The SBC in Lodz, funded through the same
mechanism, also is required to complete daily, weekly, and monthly reports on finances, clients, and
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services. By contrast, the EC-funded SBCs in the Czech Republic and Slovakia appear to have no formal
reporting requirements, although there are some organizational pre-conditions which must be attained
before the European Community will release its funding to a local organization.

LESSONS LEARNED

In the final section of the interview, each program was asked to list its greatest strengths, its
major challenges, and any changes introduced in program operations or services. These questions all
focus on the same issue — learning which factors SBCs view as central to the effectiveness of their
programs. Despite the different contexts in which the diverse programs operate, there was a surprising
amount of convergence around several key factors.

Greatest Strengths

The two factors most frequently cited across all SBCs as critical for success are high-quality staff
and appreciation of entrepreneurs’ needs. The U.S. and Eastern European programs also mentioned the
importance of networking with other organizations, and the English SBCs mentioned the importance of
focused service delivery. Additional factors mentioned as critical for success include establishing clear
objectives, obtaining local government support (this from programs in Eastern Europe), establishing a
clear plan for institutional sustainability, charging fees, being housed in a strong institution, ensuring
strong leadership, and establishing a favorable track record early.

Main Problems

The main problem ciied vy the U.S. SBCs is volatility of funding. Almost all of them mentioned
this in one form or another. Most of them exist under constant threat of having funding cut off and must
launch a major legislative effort to secure additional funding each year. Funding levels of some
programs, such as the Washington State Private Industry Council, change every year, based upon
unemployment rates. All programs noted that funding uncertainty made it very difficult to plan, reach
the number of clients desired, provide a wide range of services, and attract and retain competent staff.
Another problem noted by U.S. SBCs is that, although staff size remains constant or decreases, the
reporting requirements placed on the program by the governnient are increasing, causing staff to spend
more time on data collection and reporting and less time on client services. Although this problem is
somewhat offset by increasing computerization of most U.S. centers, the squeeze on staff resources
remains.

Programs in England cited as their major problem the ongoing recession in England, which is
reducing overall demand for goods and services as well as reducing clients’ ability to pay for SBC
services. Related to this are concerns about changes in government policy affecting business assistance
programs. One specific concern is the government’s proposed push toward consolidation of business
support services into councy-wide one-stop shops. Many English SBCs do not see their services as
duplicating those of other programs in their counties. At the same time, they are uncertain about how
to work together, and each is worried about being cut. In anticipation of impeading consolidation, the
London-based Training and Enterprise Councils have banded together to form the Greater London
Business Development Center as a private nonprofit entity, and are now trying to resolve the conflicting
and underdeveloped agendas of nine separate TECs.
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In the case of the Industrial Development Authority in Ireland, the main problem cited by some
staff was the fact that the organization is too bureaucratic. Clients must obtain approval for participation
in IDA programs from an IDA Board Member. This is a time-consuming process and takes the decision
about whether to provide assistance out of the hands of the actual service providers, occasionally putting
them in situations where they must refuse to serve clients whom they have assisted in the past.

Responses from the Eastern European programs reveal some of the more pragmatic problems
these new SBCs are encountering. Most cited their largest problem as helping their clients obtain access
to credit. To the extent that SBCs are unable to facilitate this process, all of their subsequent efforts are
undermined, if not discredited. While small-scale entrepreneurs in the United States may find it difficult
to obtain credit, technical assistance from an SBC and a scund business plan usually lead to successful
loan applications. In Eastern Europe, even with a sound business plan, entrepreneurs are far from
assured of obtaining credit. Banks have no experience or incentive to lend to private firms, high interest
rates and rigid collateral requirements limit access to credit, loan application processes take up to nine
months, and little justification is given when applications are rejected.

Other problems mentioned in Eastern Europe included limited program resources, reliance on a
sole source of external funding, and lack of interest or ability on the part of local government in
providing financial support. In the case of the Ostrava BAC, a private for-profit entity, the founders do
not understand the focus and requirements of the program and expect a return on their investment in too
short a time. The SBC in Budapest started by B’nai B’rith of England is having problems deciding on
an appropriate fee structure and requires outside technical assistance to address this issue, underscoring
its character as a donor-funded, donor-reliant project. The FISE program ir Poland suffers from being
spread too thin, trying to provide services in business devzlopment, association strengthening, and
communicy development in 16 locations around the country. Most of the staff lack needed expertise and
are highly reliant on the head office, resulting in an excessively bureaucratic structure with little
networking or institution building at the local level.

Changes in Procedures and Services

Most of the changes reported in operational procedures can be scen a3 a response to uncertain
or reduced funding in the face of increasing demand for services. The most prominent change in services
in U.S. programs is the shift in emphasis fr »m start-up firms to existing small businesses. Most SBCs
cite client feedback as the reason for this reo-ientation. The change in client emphasis also seems linked
to a growing realization that, when employment creation is the primary objective, providing assistance
to existing firms may result in more new jobs more quickly than widespread training to prospective start-
ups. For some programs, such as the Georgia SBDC, this shift in emphasis is associated with a shift to
greater concentration on one-cn-one Counceling, which, in turn, is increasing demand for specialized staff
with hands-on business experience. Although the Oregon program continues to rely heavily on training,
it has packaged training into 10-course sessions, which the entrepreneur must pay for all at once — a
format that tends to be more appealing to established businesses than to start-ups.

A few programs, such as the Pace University SBDC in New York, feeling the funding pinch,
have gone in the other direction and resorted more to training, in an attempt to stretch program resources
over more clients. Others are responding to funding and staff cuts by providing more services that
require clients to do the work themselves, such as creating information libraries and access to databases.
A related change is the introduction of computers into SBC management. Computers have allowed some
centers to expand services even though funding and staff size have remained constant. In particular,
computers have streamlined SBCs’ accounting, tracking, and reporting functions. Many of the state
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SBDC programs use electronic mail to connect branch offices with the lead center. In some cases,
computers have allowed centers to cut administrative staff further economizing on operational costs.

Program changes, in England and Ireland relect the tough economy and squeeze being put on
government contributions. The Durham University Business School has increased collaboration with the
private sector and with other educational institutes, as a means of diversifying funding sources and
meeting specialized client needs. The Greater London Business Development Center similarly represents
an attempt to consolidate programs of nine Training and Enterprise Councils, in anticipation of the
government’s push toward consolidation of small business development programs. The Hertfordshire
SBC is increasing efforts to deliver services targeted toward clients’ needs, through increased use of
advisory boards, client focus groups, and regional business surveys. It has also hired marketing
representatives to better represent the services available to clients. Some centers are rationalizing their
approach to training by shortening the length of courses, offering them on a ore-arranged rather than a
regular basis, and focusing content on the specific needs of particular clien zroups. The main change
in Ireland’s Udaras na Gaeltachta has been toward increased local control of the program, as the
headquarters were moved out of the capital and the number of popularly elected board members
increased. Regional offices are now able to control their own programs and budgets. The Shannon Free
Airport Development Company has moved from capital to noncapital grants and assistance, as its
awareness of the need for nonfinancial support has increased and funds have become more scarce. It has
also shifted from grants to direct equity participation. On the whole, the trend in England and Ireland
is also toward working with established businesses, reflecting the fact that private sector sponsors, who
account for a substantial portion of program funding, are more interested in working with existing firms.

In the case of the Eastern Europe programs, most are still in the process of establishing their
basic operational procedures and systems. Although they are new, many are already proving to be quite
adept at responding to client feedback. For example, the Budapest SBC began providing assistance with
credit applications when it realized how great the demand was for this service. Also, although it initially
offered seminars on exporting, it learned from - uestionnaires filled out by seminar participants that there
was more need for courses on basic business topics, such as management and sales. In response to client
demands, the Warsaw program -eveloped a database on used equipnient and sources of finance.

Recommended Changes

The primary change recommended by SBCs in the United States was to allow centers more
control over their programs. For example, the Pace SBDC indicated it would like greater clarity about
the program mission or more autonomy to chart its own course. The Oregon SBDC would prefer fewer
goals mandated by the SBA and the Oregon Economic Development Department in terms of numbers of
workshops that must be held and clients that must be served. The Portland MBDC would like to increase
the maximum number of hours the center is allowed to work with each client. These cominents reflect
the U.S. programs’ high reliance on uncertain government funding and their continuous need to justify
the programs against externally set benchmarks, resulting in procedures of questionable value to clients.

The change most often mentioned by programs in England and Ireland was the desire to increase
funding while reducing dependence on government grants. The Greater Londor Business Development
Center would like to operate more commercially than its predecessor Training and Enterprise Councils
and develop stronger ties to private sector sponsors. Project Northeast would like to develop a database
to facilitate linkages between clients and international trade opportunities. Shannon Free Airport
Development Company would like the flexibility to serve clients outside manufarturing and export, the
sectors currently mandated by government. These are all examples of attempts to increase program self-
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sufficiency by strengthening ties to the private sector, developing a market-oriented approach to service
delivery, and providing services that meet client needs as evidenced by willingness to pay.

The programs in Eastern Europe express a more diverse set of desired changes, mostly focusing
on strategies for expansion in one form or another. Some want to expand their networks to other
locations; others want to identify additional sources of {inancing, build local government support, expand
the menu of services, or receive technical volunteers. This push toward program growth is
understandable in view of the tremendous unmet demand for such services in these emerging market
econoraies. However, few of these programs are in a position to think seriously about expansion — at
a point when even their current status is in jeopardy. The most striking characteristic about the majority
of donor-funded SBC initiatives in Eastern Europe is the relatively low prority given to long-term
institutional development over immediate service delivery.
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CHAPTER FOUR

FEEDBACK FROM CLIENTS

To improve understanding of the effectiveness of different approaches to service delivery, the
team conducted interviews with a mix of clients from each program. The interviews were intended to
substantiate the programs’ own claims to effectiveness and to shed light on which procedures and services
most influence entrepreneurs’ use of a given facility. In fact, the team was unable to obtain a sufficiently
systematic client sample to make any conclusive statements about the effectiveness of particular programs.
Still, the client interviews do provide a useful snapshot of the nature, requirements, and expectations of
clients being served. They also reveal there are as many different kinds of small-scale entrepreneurs as
there are small businesses. While clients do have some common problems, their exact needs and
priorities vary considerably according to their goals, objectives, and social and economic settings.

HOW CLIENTS HEAR ABOUT THE PROGRAMS

Clients in the United States tend to hear about the programs from a variety of sources, including
other institutions they might have visited such as banks, business associations, and county economic
development centers. Some heard about the programs while enrolled in another training program; others
heard in university classes, or saw the program advertised in a community college catalog. Word of
mouth, particularly from other small business owners, was also important, as were local newspapers.
A few said they received a brochure "out of the blue.” Given that, as a matter of policy, the SBDCs do
not speild money on promotion, this is the pattern one would generally expect.

For the programs in England and Ircland, referrals by other institutions seem to play less of a
role in making clients aware of the programs, reflecting a certain degree of competition between
institutional programs. Instead, most clients said they either saw the program advertised in the newspaper
or heard about it by word of mouth.

In Eastern Europe, although local media, banks, and government offices such as the regional
labor office are important sources of referral, there is also strikingly more reliance on personal
connections to gain access to accurate information about program opportunities. For example, clients
were friends of the mayor, lived next door to the center, or knew the program director. This may reflect
the fact that private economic activity is not yet widespread, making connections important in terms of
proinpting entrepreneurs to approach newly established business support organizations. (It is equally
likely that the apparent importance of personal connections reflects the strategy used by program staff to
line up clients for the study team.)

TYPES OF SERVICES CLIENTS EXPECT TO RECEIVE

For the most part, clients are seeking advice or training, although some admit they did not know
what to expect when they first approached the SBC. In the United States, England, and Ireland, quite
a few clients approached SBCs hoping to receive financing, either directly or as a result of working with
the center. While this expectation is fulfilled in some programs in England and Ireland that are involved
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in direct delivery of credit, in the United States it has occasioned disillusionment among clients who often
see other services as a means of obtaining credit and give the entire program a negative assessment if a
loan is not forthcoming. Another reason for approaching SBCs, frequently cited by clients in the United
States, is to network. In England and Ireland, where there were many programs feature incubator
facilities, a number of clients stated quite frankly that the main support they are seeking is access to
inexpensive space.

In Eastern Europe, clients’ primary reasons for approaching SBCs reflect the start-up character
of most businesses and of the private sector itself. Clients want help in incorporating their businesses
and dealing with the complexities of the legal and tax environment. Many are seeking assistance in
finding a partner, preferably a foreiga joint venture, and others want information on how to tap into
foreign markets. Clients are also seeking credit, although, at least among those interviewed, there seems
to be a fairly clear understanding that the SBCs themselves could at best facilitate this process and are
not involved in the direct delivery of funds. To that end, most clients reported wanting help in preparing
a business plan. Client responses also confirm a tendency noted by program staff — namely, that clients
are less inclined to approach the center to receive general training. In the first flush of entrepreneurship,
many believe that they have the basic skills and simply require specific inputs and targeted assistance to
bring their ideas to fruition.

TYPES OF SERVICES CLIENTS FIND MOST USEFUL

One of the factors mentioned by a surprising number of clients in the United States as being the
most useful "service" was encouragement — having someone give them objective advice and opinions.
A variation on this response was the value of the reality check — having counselors make it clear exactly
how difficult it would be to go into business, or, in fact, advising them not to go into business, giving
entrepreneurs an opportunity to reassess their plans and think twice about investing their life savings.
Quite a few also mentioned assistance in obtaining funds through referrals to banks, preparation of
business plans, or actually being accompanied to the bank by & counselor to present the plan. Some
clients noted that the only reason they came to the SBC was because the bank they had approached for
a loan advised them to do so.

Other services mentioned as particularly useful include assistance in lining up distributors, on-site
counseling, assistance with marketing plans, ard easy access to technical advice by locating in an
incubator. One respondent noted that he had come to double-check advice he had received from a
commercial consulting service (and in fact noted that he found the advice from the SBDC to be superior).
Clients tend to value counselors with hands-on experience. In England, clients like counselors who are
supportive without being intrusive, suggesting a more self-reliant entrepreneur who places less emphasis
on follow-up than does his or her American counterpart.

Clients of SBCs in Eastern Europe place more of a premium on specific services such as
information on how to apply for loan, find a buyer or potential investment partner, or participate in trade
fairs. Clients value assistance that is practical and not bureaucratic. Although some clients indicate that
they are seeking training, most do not seem to want to spend a lot of time in courses and would prefer
to focus on acquiring specific skills quickly in specialized short courses.

The value clients attach to different kinds of services reflects the differing profiles of the average
small-scale entrepreneur in the United States, England, Ireland, and Eastern Europe. Responses from
clients in Eastern Europe reinforce the general impression that, far from being a disadvantaged class,
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those taking the lead on going into privaie business are among the brightest and the best. Many of them
belong to the former elite and are highly educated people, the ones most likely to have the connections
and resources required to take the plunge. They are skeptical about much of the advice they receive,
place more stock in Western advisors, and expect results. [n order for the SBCs in Eastern Europe to
establish credibility, they must recognize and meet the needs and expectations of this demanding clientele.
This, in turn, calls for a high, professional caliber of staff and consultauts selected to implement
programs.

ASPECTS OF PROGRAMS THAT CLIENTS WOULD LIKE TO CHANGE

Clieats most pleased with their programs tended to think that the main things requiring
improvement were outreach and promotion efforts. Other clients mentioned changing the program’s
emphasis to coincide with their particular needs, such as improving access to expertise in finance or
marketing. Centers can respond to this chzllenge either by offering more specialized services themselves,
which may have staffing implications, or by improving referrals to other individuals and institutions that
can offer these services. Some clients thought the ©3Cs should play a more active role in helping them
obtain credit. Some wanted longer classes. Some wanted improved access to rosters of private
consultants. One of the more creative responses offered by several clients was that thay would like to
see entrepreneurs grouped by type of business, so that training and advisory services could focus on
common needs and entrepreneurs could network. Such an approach could prove cost-efficient as well,
by enabling SBCs to hire a single specialist to address at one time a problem faced by several companies.

One of the main themes that emerged trom clients in England and Ireland was that they would
like to see more assistance targeted to start-ups. This suggests there has been more emphasis on working
with established firms, reflecting the fact that English SBCs depend more directly on private sector
support, which tends to take the form of corporate links and mentoring relationships between large-scale
firms and established small businesses. A related theme sounded by clients of the [rish programs is that
they would like to see more emphasis on developing small businesses oriented to the domestic market,
as opposed to assistance primarily for export-oriented firms. Clients also said they would like more
information on types and sources of other services available through government and the private sector,
confirming that there is room for improvement in the coordination and networking between small business
support institutions in England and Ireland.

The Eastern European clients were the most critical, vocal, and specific in articulating the changes
they would like to see in small business centers. Some focused on changes in services, including better
information libraries, more frequent opportunities to meet one-on-one with advisors, more specialized and
concentrated training courses, and better visual aids and case studies. Others mentioned improved access
to services such as photocopying, word processing, and faxing, underscoring the scarcity and importance
of these basic business scivices (which could constitute an important source of revenue for cash-strapped
programs). Other constructive suggestions included having SBCs provide lists of training course
participants to improve networking, and offering courses that group clients by type of business, as a
means of identifying and addressing common problems. Not surprisingly, some clients mentioned that
SBCs need to establish better relations with local banks and other funding sources, speed up the loan
application process, and provide clients with more help in obtaining access to credit.

Quite a few Eastern European clients brought up issues related to professionalism. For example,
some noted that they were uncomfortable with the fact that the SBC used trainers or advisors with a
potential conflict of interest resulting from the fact that they were running their own private businesses
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at the same time. Others felt that program staff were not sufficiently organized or prepared. One client
said he did not like being told not to complain, as the service was free. Clients made it clear that they
would rather pay for services and be entitled to expect high quality. Others said they wished the
programs would charge fees so that they would not need to .feel guilty about frequent requests for
services.

Responses from the Eastern European clients suggest that entrepreneurs in this difficult setting
have extensive needs and high cxpectations. In most cases, the SBC is the only game in town — there
are no institutions providing affordable alternatives to the center’s services. Clients either obtain what
thev need from the existing center, or do not obtain it at all. This situation has produced a fairly high
degree of frustration as demanding, impatient clients are forced to rely on new centers still struggling to
develop their programs and services.

Several additionai points emerge from analysis of the client responses. It is clear that one of the
main factors determining the usefulness and impact of services is the extent of the client’s own initiative
in "working the system.” The benefit clients obtain from an SBC is proportional to the personal cffort
and resources they are willing to invest. Recognition of this fact is prompting some SBCs to introduce
fees, both to separate dedicated clients from the less serious and to ensure that clients value the service.

A final point that emerges is that not all small businesses want to grow. Some are quite content
to stay small and realize a modest level of income. They do not want to increase their commitment, risk,
and exposure through further growth. Programs must recognize this fact, both to target firms that will
allow them to meet program objectives, and to deliver services appropriate to entrepreneurs’ desires and
needs.
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CHAPTER FIVE

PRINCIPLLS OF EFFECTIVE SBC MANAGEMENT

In distilling principles of effective SBC management from this broad range of programs, it is
important to note a fundamental differcace hetween SBC programs in developed industrial countries and
those recently established i Eastern Europe. The former have emerged over time from relationships
between existing institutions, including local governments, chambers and associations, schools and
training institutions, financial institutions, and private providers of accounting, legal, and other business
advisory services. Business development centers in this setting offer services, within a policy and
regulatory environment that essentially suppocts private smal! business development, to firms that are
basically integrated into more or less healthy market economies. The role of SBCs in this context is to
provide support to a sector that has difficulty in obtaining access to certain resources and to level the
playing ficld with big business, thereby strengthening the economic potential of the smali business sector.

In developing and transitional economies, the situation is fundamentally different from that in
developed countries for both small-scale entrepreneurs and the programs being set up to serve them.
Typically, there is a limited structure of institutional support, a limited understanding of the principles
of market economics, and, in many cases, no functioning market economy — so, even when the
principles are known or learned, they seldom seem to apply. To date, most SBCs in Eastern Europe have
been set up as donor-funded projects, heavily reliant on foreign funding and weakly connected to other
local institutions. These SBCs are part of an effort ¢ create a private business sector where it has not
existed before, in economies that for the most part are still not operating according to market principles,
in which production factors such as land and capital are in short supply or are subject to controlled
access, and where policies to support small business are almost wholly lacking.

Whereas SBCs in the United States and England can focus on improving program management
and service delivery, SBCs in developing or transitional economies need to focus more on strengthening
institutional capacity so that services can outlast initial donor funding. At the same time, the impact of
these programs is much more vulnerable to external factors, such as national economic, political, and
financial sector reform. In these cases, the dual challenge is to provide meaningful assistance to clients
when the overall environment is not supportive of business development, and, at the same time, to build
a coalition of local support so that the program can survive and expand beyond the known duration of
donor support. SBCs operating in this type of environment must take an especially pragmatic approach
to determine realistically what they can accomplish within the timeframe and resources available in terms
of delivering services and laying the groundwork for institutional sustainability, if that is in fact a goal.

CROSS-CUTTING PRINCIPLES

The SBCs interviewed provided a valuable source of information on the strengths and limitations
of different approaches to supporting small business development. Each approach reflects different
objectives and requires a different level of resources. To some extent, responses reflect each program’s
own objectives and unique political, economic, and cultural environment, At the same time, in
comparing the experiences of these programs, certain findings appear again and again, suggesting that
there are some principles of effective SBC management that cut across programs.
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Clear Definitior: of Objectives

Perhaps the most important principle of effective SBC program development is early definition
of a clear mission and objectives. The primary objectives of a program determine the number and quality
of managers and staff required, the mix of services that shold be offered, and the procedures that should
be adapted for implementing the program. It is not possible to say that one particular approach, properly
executed, is inherently better than another. To a large extent, the appropriateness of an approach depends
upon the primary objectives of the principal funding source, as well as on the context.

Key questions that define an SBC program mission inciude:
®  What is the program trying to accomplish?

® [s the primary goal employment creation, export promotion, or leveling of social and
regional inequalities?

®  Who are the primary clients?
® How long is the program expected to operate? and

® Is creation of permanent institutional capacity, where none has existed before, a primary
objective?

The extent to which an SBC emphasizes institutional development versus immediate service delivery
shapes many of the other key parameters that define the program. SBCs can be classified along a
continuum related to their primary objective in this regard.

Models of Service Delivery

At one end of the continunm are SBC initiatives that concentrate on service delivery. The main
emphasis of these initiatives is to inject immediate expertise into the development of the sector, in the
hope of generating sufficient momentum to keep things going on their own. They are less concerned with
building sustainable institutional capacity and support networks. Services are usually highly subsidized
and are subject to external guidelines, imposed by the funder, that constrain program flexibility. Most
are prevented from charging fees, which virtually ensures that programs will not pursue strategies for
achieving financial independence. Programs based on this model can either operate out of an existing
institution or create a specialized facility. The advantage of operating out of an existing facility is that
resources and effort need not be diverted to establishing an operational base but can he concentrated on
service delivery. On the other hand, establishing a separate facility allows efforts to be dedicated to the
services in question. Many of the SBC initiatives found in Easiern Europe follow this pattern,
particulariy those modeled on U.S. programs.

viodels with Dual Objectives
In addition to strengthening the delivery of immediate services, these programs also place some

priority on developing the longer-term institutional capacity to continue delivering services when the
principal funding source is removed or cut back. For a dual-objective approach to work, both sets of
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objectives must be explicit and have clearly defined levels of human and financial resources assigned to
them. This can be accomplished in one of two ways:

Transferring capacity for delivery of improved services to existing institutions. In this
case, although a separate facility may initially be established to deliver services,
sustainability is achieved by finding alternate permanent homes for proven services. This
can be accomplished by developing collaborative ties to local institutions with similar
mandates and objectives, providing training to their staffs, and defining options for future
financing of services, including appropriate fee structures. This outcome is often very
difficult to achieve, as the initial project must convince outside organizations that they are
stakeholders and have something to gain by providing these services, although there is
usually little short-term financial leverage for inducing participation; or

Creating a new entity to continue service delivery. To be successful under this scenario
(that is, delivering services and creating a new permanent institution), it is essential to begin
with a clear business plan for the new institution. Many of these initiatives start out amply
funded and use up most of their funds before they begin to think about a plan for their own
future financial sustainability. Another critical ingredient for the success of this approach
is establishment of a well-trained advisory board that includes representatives of the private
sector and other local institutions whose collaboration is indispensable for achieving
sustainability and delivering effective services (that is, financial institutions). The board
must ensure that there is a well-defined strategy for achieving sustainability, including
clear objectives, clearly defined target groups and services, an appropriate fee structure, and
a good fundraising plan. In most cases, institutions designed to serve small business need
to be established as nonprofits, a3 there is no evidence that it is possible to develop
completely self-sufficient for-profit firms to serve this sector — the clients in question can
rarely afford to pay the full cost of service delivery.!

Although a major element of such an SBC’s financial plan may consist of securing national
or international government support, sustainability is likely to be greatest where steps are
taken to build a support base in the private sector. This support can take the form of
linkages between large- and small-scale industry, establishment of supplier and
subcontracting relationships, mentoring arrangements, and other sponsorship programs. SBC
programs of this type run into problems when they are not sufficiently private sector-oriented
tnemselves, causing them to remain highly dependent on donor or government funds and to
focus their attention on securing new funds from these sources, rather than to seek creative
arrangements with the private sector.

! Only three of the programs surveyed claimed to cover more than 15 percent of their costs through fees. One
of them is the Chicago MBDC, which is federally mandated to do so, and one of them i3 the Ostrava BAC, which
indicated the level it is supposed to be covering through fees (90 percent), although, in fact, revenues are currently
minimal and the BAC’s founders are subsidizing program operation.
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If institutional development is not taken as a serious objective from the start, it is probably better
not to try to do it at all, as half-hearted efforts merely become a drain on resources that could be spent
on service delivery, ard create disillusionment among staff and clients.>

Institutional Development Models

At the other end of the continuum lie programs that focus on institutional development.> These
programs acknowledge that permanent institutional capacity is required to provide effective services to
the small business sector. Institutional development initiatives require government support (or, at least,
permission) and usually some level of government finance, whether by national, regional, state, or local
agencies. Although the goal of these efforts is to improve the availability of services, the immediate
purpose is to create an institutional vehicle. An example of a deliberate effort to develop this institutional
framework is provided by the German approach to small business support (see Chapter Two). The
essence of the approach is to combine a stable level of government {. 1ding with a strong contribution
from members through dues and registration and licensing fees (association membership is mandatory for
all firms in Germany). Most services are then provided free of charge. In addition to sustainability of
services, this approach creates a capacity for representing the constraints and needs of members at the
policy level — a crirical service that individual SBC programs are for the most part unable to provided.

German developmert assistance in Eastern Europe has taken the same approach, fostering the
development of a similar institutional structure and then strengthening the capacity of such organizations
to deliver advisory and technical services to members. For this approach to be effective, local
organizations must demonstrate commitment to serving a small-scale private sector clientele and must be
sufficiently free from political manipulation to allow such institutional development and service delivery
to occur. Although the institutional development approach may not provide quick, visible results at the
level of individual firms, it can ultimately provide the most sustainable means of delivering broad-based
services to the small business sector.

* Programs in Eastern Europe funded under the Central Furopean Small Business Enterprise Development
Commission provide a good illustration of the dual-objective model. The mandate of the overall program is to
develop self-sustaining systems to provide management and technical support for private small business development
in Poland, Hungary, the Czech Republic, and Slovakia. Somewhat ironically, the model chosen for this program
was the U.S. SBDC program, which not only relies heavily on federal funding back home but ccntinues to come
under attack from those who qusstion the cost-effectiveaess and ultimate impact of the services. For the programs
in Eastern Europe, local staff were identified and brought to the University of South Carolina SBDC for six weeks
of intensive training on how to operate a buz iess in a market economy and how to manage a small business
development center. Although the training was professionally and enthusiastically cxecuted, no resources were
available to suppcrt further staff training in the field. Moreover, at least in the case of the Polish programs,
insufficient emphasis was placed on developing a strategy for contiuued sustainability beyond the duration of U.S.
funding, which is scheduled to last approximately two years per local organization. As a result, it is highly
uncertain whether any of the programs funded by the Commission will continue to exist when U.S. funding is
removed.

3 The term "institutional development, " as used here, has two different, albeit related, meanings. In the narrow
sense, it refers to the strengthening of a particular institution, such as an SBC. In the larger sense, it refers to
development of the broader institutional framework of support for small business within the community. Clearly,
institutional developnient in the narrower sense contributes to institutional development in the broad sense. In terms
of SBC programs, both forms of institutional development are pertinent: a focus on the development of the
institutionitself, and the manner in which SBCs contribute to development of broader institutional support structures.
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Assessment of Context and Needs

Understanding the larger context in which small businesses operate should be the first step in
tailoring programs to support the sector. This includes awareness of the policy and regulatory
environment in which small enterprise operates, opportunities for smali business development in the larger
economic picture, cultural and other social characteristics of the client group toward which services are
being directed, and awareness of the specific services entrepreneurs require. An initial pitfall to avoid
is the creation of supply-driven programs featuring packages of services that may not be appropriate to
the circumstances in question. Such programs are unlikely ever to achieve financial self-sufficiency, and
the services they provide are likely to miss the mark, resulting in limited impact.

Ideally, assessment of the environment in which small businesses operate should include
identification of niches where small business can hav: a competitive advantage, and the nature of the
systemic (as opposed to firm-specific) constraints hindering such growth. For example, in Eastern
Europe, many of the problems confronting small-scale business are completely beyond the ability of an
individual entrepreneur or SBC to correct, such as distorted input supply and distribution systems, or
fundamental problems in the financial sector. In these cases, advisory assistance needs to go beyond
preparation of a theoretically acceptable business plan, to include guidance on overcoming technical and
financial bottlenecks. The staff of many of the Eastern European programs seem to have been trained
to assume a market economy. Generalized, packaged approaches, of limited value even in the United
States, are usually wholly insufficient in the complex and shifting environments that most Eastern
European small businesses operate in.

Clearly, few SBCs have the luxury or the staff to conduct in-depth, ongoing research on all
factors that affect the small business sector. However, at least one model in England, the Durham
University Business School, has demonstrated the ways ties tc a university can be used to yield the kind
of economic analysis that can inform trairing and advisory services. Despite all their links to
universities, this is a direction and opportunity that few of the U.S. SBC programs have explored.
Similarly, Project Northeast, also in England, views its mission as supporting small business in the
context of the present structure of industrial development in England, recognizing that large firms are
moving toward smaller staffs, increased use of subcontractors, and higher skill requirements among
employees. Project Northeast tailors its assistance to conform to this reality by seeking large-scale
sponsors for particular support programs, fostering subcontract and mentoring relationships between
large- and small-scale businesses, and tailoring training programs to the specialized needs of large- and
small-scale firms.

Being more in tune with the economic and political context does not have to be an excessively
expensive proposition. Several tools exist for conducting rapid analyses of constraints and opportunities.
For example, the subsector analysis techniques developed under the GEMINI project are readily available
to SBCs, as are programs for training staff in their use. Such techniques would be of particular
advantage in supporting small business development efforts in Eastern Europe where existing economic
data are less available and reliable and more subject to rapid change. By incorporating elements of a
subsector approach, SBCs could also make more efficient use of scarce resources by grouping clients with
common needs for specialized services. The Peace Corps has already expressed interest in the subsector
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diagnostic approach; the potential benefits of placing Peace Corps volunteers trained in subsector analysis
in Eastern European SBCs could be considerable.*

. Finally, to tailor effective services, it is necessary to understand something about the prospective

clients themselves — their levels of education and skills, their business development objectives (for
example, survival, stability, or growth), and the specific kinds of technical, managerial, financial, and
legal assistance they require to meet those objectives. For example, in Eastern Europe, far from being
marginalized members of society, many of those attempting the move into private business are among
the former elite, highly educated and well connected, with little patience for inappropriate, unprofessional
materials and services.

Few SBCs will be able to provide the full range of services clients require; however, the most
effective programs will recognize the clients’ full set of needs and will have in place collaborative
relationships with other organizations to which clients can be referred.

Strong Leadership

Achieving the kind of long-term view required for sound management of an SBC requires
continuous and committed program leadership. The managers of the program must have a stake in its
continued operation, a clear understanding of the program mission, a vision of its future development,
and responsibility and authority for shaping program services and procedures. If institutional permanence
is an objective, then management is responsible for taking the steps to try and make this happen. This
includes organizing advisory councils; developing, implementing, and monitoring progress toward
achievement of financial self-sufficiency, however defined; forging links with other local organizations
that can provide institutional and financial support; developing and implementing plans for staff training
and evaluation; monitoring demand for services; and evaluating and modifying service delivery.

Clear Financial Plan

A clear financial plan is another critical element of a successful SBC. Once the primary
objectives and basic approach have been clarified, a plan should be developed and implemented that
reflects these objectives. In the case of time-limited fully funded SBCs, the emphasis may be on
developing systems and procedures that make the most cost-efficient use of project resources, ensuring
*hat services are delivered to the targeted groups. In the case of programs that include a long-term
institutional development objective, a plan should be prepared that indicates the course to follow in
securing long-term financial support, including plans for fundraising. To the extent that the plan includes

¢ Another example, in the United States, is provided by the Prince George’s County Economic Development
Program (not included in the current survey), which analyzes the local economy to identify underserved business
markets with relatively low start-up costs and higher-than-average growth prospects. The program identified prime
prospects in gourmet food, photo finishing, dental labs, and lawn maintenance, while maid services, pet kennels,
and exercise equipment siores were found to be overrepresented in the local economy. In addition to advice from
the county program, which is offered free on a first-come first-served basis, clients are required to enroll in a
business management course offered in cooperation with Bowie State College, for which they pay $200. The final
product of the course is a viable business plan. The program is fully funded by the county. See Bill Hogan,
"Model Program Helps Start-Ups," D&B Reports from Washington, November-December 1987.
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revenues from fees, an appropriate fee structure should be developed and introduced. The financial plan
must be linked to accurate monitoring and management of operational and program expenses.

QUALIFIED AND COMMITTED STAFF

Most SBCs point to their staffs as both their biggest asset and their biggest potential liability.
The quality and commitment of program staff can make or break the best-conceived program. The kinds
of attributes most valued included dedication, hands-on entrepreneurial experience, effective counseling
and communication skills, and sensitivity and objectivity. Staff who are torn by other commitments (such
as teaching or publishing demands, or outside business interests), are not available on a regular basis, are
excessively academic, or are blind to their clients’ real needs and preferences can easily drive away
clients and tarnish a program’s reputation.

However, good staff are hard to come by. Although volunteers may be effective in filling certain
niches, the constraints in using them often outweigh the benefit (the fact that they are rree). Many are
available when it suits their needs rather than the entrepreneurs’ needs. Others may not have the desired
levels of skills or represent the image and approach the program is trying to project. In the case of the
Eastern European programs, foreign volunteers are often hindered from being mo-e effective by their lack
of knowledge of the .ocal situation and customs and their inability to speak the language.

Even paid staff are hard to find and hard to keep. Most programs are not in a position to offer
competitive salaries, given the low levels of funding and the uncertain conditions under which many
operate. This factor, combined with burn-out from the often demanding nature of the assistance,
promotes high turnover among the staff, a serious impediment to effective program management and
service delivery.

Steps mentioned in the interviews for ensuring effective staffing include hiring the best staff that
can be found and paying them as well as possible; investing heavily in ongoing staff development;
providing other incentives to motivate staff, including performance-based bonuses and interesting training
opportunities; and creating an environment of certainty about program operation, even if this is for a
known, limited time.

FOCUSED, BUSINESSLIKE APPROACH TO SERVICE DELIVERY

Given the limited funding and scarcity of qualified staff that most programs face, adopting a
focused, businesslike approach to service delivery is imperative. When asked about the problems they
face, several SBCs interviewed mentioned the mistake of trying to do too much at one time. The
tendency to try to do too much at once stems in part from pressure to demonstrate impact, which
unfortunately is often reduced to simply counting the number of clients served. In part, the lack of focus
also reflects the absence of clearly defined program objectives. Some programs are under political
pressure to extend service over as wide an area as possible, causing them to dilute the quality of services
available to all. The SBDC programs of some states in the United States provide an examiple of this
dilemma. Other programs either seek or are expected to deliver a broad range of services, ranging from
start-up training and motivational counseling to venture capital mobilization and export marketing
assistance. Similarly, some SBCs are expected to turn no clients away but to provide services to almost
any type or kind of micro-, small-, or medium-scale enterprise.
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This type of pressure is particularly pronounced in Eastern Europe, where institutional support
for private business is still in its fledgling stage and there are few, if any, alternatives to the services that
a given SBC provides. This creates a strong pressure for the SBC to try to offer everything that is
needed — training, individual counseling, marketing assistance, clerical and communication support,
space, and credit. Unfortunately, the extent of entrepreneurs’ needs is inversely proportional to the level
of resources and expertise available. Programs must resist the temptation of trying to do everything.
The availability of generous (albeit short-lived) funding from international donors heightens the tendency
to set up overambitious programs that cannot be sustained when donor funds contract.

Invariably, when programs spread themselves too thin geographically or technically, the quality
of services drops off. Alternative strategies for coping with high demand for a broad range of services
include establishing clear objectives, improving coordination among other donor-funded initiatives,
building and improving linkages with other local business support organizations, and accurately assessing
most important needs of entrepreneurs. With clearly defined objectives and an accurate assessment of
the local context and needs, SBC program managers can narrow the target client gioup, 1dcutify
appropriate services, and concentrate deployment of resources.

Each SBC must decide how much emphasis to place on training versus individua! counseling.
The most appropriate mix depends on the objectives of the program and has implications for the number
and quality of staff required. Training offers the prospect of touching a wider population with fewer
resources, but at a more superficial level. One-to-one counseling can be more effective for the recipient,
but impact on the larger population is more limited. The best compromise appears to be the use of
training programs as the first point of contact with the client, after which clients are sorted and screened
for more individualized assistance.

Other frequently cited characteristics of effective service delivery include:

® Provision of integrated assistance that covers training, advisory assistance, and referrals to
other institutions that can meet specialized needs;

© tlotlines that provide single-point access to a wide range of information and services;

® Programs that provide clients with an opportunity to network with other small-scale
entrepreneurs with common problems;

® Services that teach clients how to perform a skill or solve a problem, rather than doing it
for them, and that require clients to take responsibility for their own business management
decisions;

® Programs that take the service to the client; and

® Programs that include regular follow-up for some reasonable period.
CHARGING FEES

Fees are a useful mechanism for separating serious, dedicated clients from those just shopping
around. .lients who invest some of their own resources are likely to place a highe, value on the services
they receive and take more responsibility for ensuring that they get what they neea from the counseling
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or training. Finally — and not least important — fees can contribute to the financial self-sufficiency of
an SBC.

There is no evidence that clients value free services above high-quality services; in fact, those
interviewed made it clear that they believe that "you get what you pay for," and indicated that they would
rather pay a reasonable amount and be entitled to expect professionalism than receive inappropriate,
unprofessional services for free. By charging some type of fee for services, SBCs practice what they
preach and, in fact, become more like the private sector entities they are helping to create than like public
sector vehicles for dispensing hand-outs.

COLLABORATION WITH OTHER INSTITUTIONS

A critical step in planning for sustainability is to develop working relationships with other local
institutions that support small business developme..t. In fact, creating such a network and putting clients
in touch with it may sometimes be the most valuable service an SBC program can provide. The types
of organizations that SBCs uneed to collaborate with include local government agencies and programs,
financial institutions, trade and professional associations, chambers of commerce and industry,
universities, technical high schools, training institutes, consulting firms, accounting firms, and law firms
— in fact, any organizations that can support the efforts of the SBC and help meet clients’ needs.
Developing an effective referral network is one of the most important sources of program leverage an
SBC can achieve. With such a network in place, an SBC can safely concentrate on its areas of
specialization, connecting clients with assistance from other sources as necessary.

Developing a local institutional network strengthens the fabric of support for small business
development within a given community. At the same time, it lays the groundwork for the sustainability
of the SBC services, either by allowing selected services to be transferred to another permanent institution
or by mobilizing financial support from some combination of these other institutions.

LINKS TO THE PRIVATE SECTOR

It is somewhat ironic that few of the SBC programs designed to promote entrepreneurism display
much entrepreneurism themselves. Many are content to subsist on public funds made available to them,
dispensing services until the funds are gone. However, some have adopted the enterprising spirit they
seek to instill in clients, and have found creative ways of stretching public funds by harnessing the private
sector. This goes beyond utilizing in-kind university resources (though these may also be valuable
contributions), to forging linkages between clients’ small-scale firms and large-scale industries. To
develop these kinds of subcontracting, mentoring, and sponsorship ties, the staff of SBCs must themselves
be in touch with local and regional economic opportunities and must have some sense of the ways small
businesses can be integrated effectively. In Eastern Europe and the Newly Independent States, where
large-scale enterprises are state-owned and cannot be counted upon for assistance, linkages to foreign-
based firms may be able to play a similar role. SBCs can provide a valuable service by creating such
linkages between large-scale foreign firms and groups of local small-scale firms. Programs that are
successful in building these relationships can expand service delivery to targeted client groups when
private sector sponsovs are identified, maintaining a lean, streamlined core operation at other times.
Besides streiching program resources, involving the private sector provides clients with the most hands-
on, effective services, and further validates the program in the eyes of government funders. While
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increasing private sector contributions could lead to a reduction in total government contributions, the
certainty of such contributions might be increased, allowing an SBC both a more stable basis for planning
and greater program flexibility through a reduction in government requirements.

EFFECTIVE MEASUREMENT OF IMPACT

Measuring impact is important for two main reasons: first, for ensuring that services are in fact
helping the client in a way that involves cost-effective use of program resources; and, second, for
demonstrating to donors that the benefits produced through serv’:e delivery are worth the investment of
public and private funds. At the same time, it is extremely difficult to measure the impact of discrete
services on overall small business performance. Data provided by entrepreneurs after the fact are often
unreliable, and, even when actual growth is measured, the problem of attribution remains. In the United
States, impact studies using complex econometric models to compare tax revenue generated to tax dollars
spent have failed to yield a conclusive verdict on the efficacy of the SBDC network. Despite these
problems, almost all SBCs are required to collect data that indicate the impact of their programs and help
justify their continued existence.

Unfortunately, there are few examples of good monitoring systems to draw on. At best, SBCs
have devised computerized systems for processing client intake and follow-up data, minimizing demands
on staff time. However, the relevance of the indicators used, the frequency and method of follow-up,
and the analysis and utilization of results all have room for improv<rient. Devising effective monitoring
systems that are not a burden to staff or clients remains a challenge.

In the end, good monitoring systems may be more useful as management tools for assessing and
modifying service delivery than as vehicles for providing conclusive evidence about total program impact.
By selecting some straightforward proxy indicators, such as number of repeat clients, number of clients
received through referral from other clients, or level of request for specific services, programs may obtain
some measure of the usefulness of the services provided. Of course, these indicators will have more
meaning if services are not free but have some fee attached to them. Market validation by the client may
ultimately be the best test of service effectiveness.
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ANNEX A

SUMMARY OF DATA FOR THE
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TABLE A-1
INSTITUTIONAL STRUCTURE OF PROGRAMS
State/
Natl. Local Private
Govt, Govt. Sector Donor Univ. Govt, Commercial
Region Program Initiative Initiative [nitiative Initiative Space Space Space
Albany SBDC ° .
Pace SBDC L L
Ulster SBDC L °
Eugene SBDC L )
Umpqua ° °
SBDC
U of GA SBDC °
United States |y of SC SBDC ° °
WSU SBDC o °
Portland MBDC o °
Chicago MBDC ] )
Washington B: C (] .
Washington PIC ® L
Durham Univ. ° ™
London Bus. ° °
Ctr.*
Hertfordshire ® °
England and Project Northeast (] .
Ireland
IDA o —_ ° —
SFADCO o °
Udaras na o _ . _
Gaeltachta
FISE (] e
oIC ° ®
Poland
Warsaw SBDC o °
Lodz SBDC °
Ostrava BAC (] o
Czech Republic
Pilsen BIC e ob
Martin BAC e ®
Solvakia
Nitra BAC L b
H Budapest Ctr.© ] ]
un
gany Debrecen SBDC ® °

— Data not available

* Founded as private company by ninc London Training and Enterprize Councils in 1993; program currently 100 percent funded by national government

® Downtown location, building donated by city government

¢ Founded by B’nai B’rith Foundation, with money from the British Know-How Fund
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TABLE A-2

PRIMARY SERVICES PROVIDED BY DEVELOPMENT CENTERS

Training services )
. Counseling and Individual Other Services/
Program Short Courses  [Expanded Courses | Assistance (Principal Types) Special programs
[Albany SBDC  |Limited None Business Plan Referral to Incubator
Loan Assistance
Pace SBDC Limited None Business Plan On-line Info library
Loan Assistance
Market Research
Ulster SBDC Limited None Business Plan [nformation
Loan Assistance
Eugene SBDC Extensive Extensive Business Plan Info Library
Loan Assistance Farm Mgmt
Market Research
Umpqua SBDC Extensive Extensive Business Plan Info L:brary
Loan Assistance
Market Assistance
U of GA SBDC Extensive None Business Plan Info Library
Loan Assistance Incubator
Marketing
International Trade
U of SC SBDC Extensive Limited Business Plan Energy Conservation
Loan Assistance Applied Research
Marketing
WSU SBDC, None None Business Plan Referrals to:
Pullman Loan Assistance Training
Tech Transfer
Food Process Technology
Intl. Trade
Portland MBDC Limited None Business Plan Info Library
Loan Assistance
Marketing assistance
Contract Procument assistance
Minority Business
Certification
Chicago MBDC Limited None Business Plan Int Trade
Loan Assistance iConstruction
Contract Assistance Franchise
Minority Business Info Systems
Certification [Capital Development
Washington BAC None None None Referrals
Business Hotline Info
Washington PIC Extensive Extensive Feasibility Analysis Micro-credit
Marketing
Durham Univ.  |Extensive  JExtensive  |Limited counseling as part of [international unt _trains i
training programs other
countries
London None None Referrals
Limited counseling
Herttordshire Extensive Extensive Mgmt Assistance Extensive non-business
Direct financial support programs for community
Bank Referrals
International trade assistance
Business Information

Ao
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TABLE A-2 — Continued

Program

Training services

Short Courses

Expunded Courses

Counseling and Individaal
Assistance (Principal Types)

Other Services/
Special programs

\———————_—__—_
FISE Som

Project Northeast Extensive Extensive Mgmt Assistance [ncubator workspace ;
Direct financial suppert Youth enterprise
International Trade assistance
Business Information
IDA None None Direct financial support and  [Referrals to other programs
referrals to banks Business Info
Incubator workspace
SFADCO Some Some Direct financial support Assistance with contract
and referrals "o banks linkages.
Incubator and industrial parks [[nfo Library
Udaras na Gaeltachta Some Some Direct financial support Assistance with contract

and referrals to banks
Incubator workspaces
e Some Business Plans

Marketing assistance
Referrals for financing

linkages

Info library

oIC

Some

Some

Advice on business start-up
Creating small loan fund and

incubator (not yet in place)
Computer training

Warsaw SBDC

Some

Some

Limited individual assistance
with business plans, finance,
marketing,

Help with business registration

Info Library

Lodz SBDC

Ostrava BAC

Some

Extensive

Some

Extensive

Business Planning
Referrals for Financing
Info on business
registration/startup

Business Planning and Mgmt
Assistance
Referrals for Financing

Use of computer facilities

Pilsen BIC

Limited

|

None

Business Planning and Mgmt
Assistance

[ncubator facility
Office equipment use

[Martin BAC

ILimited

None

Basic information on
registrations, taxes,
marketing

Use of office equipment.

Nitra BAC

Limited

Limited

Basic information on
registrations, taxes, starting
a business, market, finance

On-line business info service.

Budapest Ctr.

Some

Some

Basic assistance with business
startup

Marketing
Cashflow/management
Finance

Business info
Use of office equipment

Debrecen SBDC

Some

Some

Legal/tax. info
Social security info
Business Planning

Finance/investments

Use of office equipment
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TABLE A-3

PROFILES OF CLIENTS AND FIRMS*

Sector
. Percent-age
Service [Retail |Mfg. |Other. Number of of Women
[Program Age of Firm Employees Clients
Albany SBDC 43 % 32% 50% Pre-Business 30% =0-1 44 %
30% >2 Years 60% =2-5
Pace SBDC 50% 20% - 80% =0-1 50 %
Ulster SBDC 50% 25% 50% >2 Years 50% =2-5 40 %
30% Start-Up 20% =0-1
Eugene SBDC 43 % 19% 19% [19% 60% >2 Years 40% =2-5 45 %
18% Start-Ups 30% =6-10
13% Pre-Business
Umpqua SBDC 45 % 35% 40% Pre-Business, Even distribu- K0%
Remainder evenly tion, but
distributed none over 50
U of GA SBDC - - - -
U of SC SBDC 54% 24% 80% Pre-Business and |Majority under {<50%
Start-Ups 20 employees
[WSU SBDC 38% 24 % 66% Pre-Business 36% =0-1 40 %
Portland MBDC - - - -
Chicago MBDC - - - -
Washington BAC 50% Start-Ups 95%=1-5 35 %
Washington PIC 75 % 95% Pre-Business >95%=2-5 [15%
Durham Univ. - - - <10%
London Bus. Ctr. 58 % 17% 50% Pre-Business and [|50-75% = -
Start-Ups 0-1
[i{ertforshire: - - - -
Project Northeast - >50% Start-Ups 90% =1-10 <50%
kDA 99 % 70% > 2 Years 70% =2-10 <10%
SFADCO 20% 80% 30% Pre-Business 60% =2-10 -
30% Start-Ups 40% =11-50
Udarasna 20% 80% 40% > 2 Years 76 % =2-10 -
Gaeltachta Remainder evenly
distributed
FISE - - - -
OIC - 50% Pre-Business 50% =0-1 10%
50% Start-Up 50% =2-10
Warsaw SBDC 30% 40 % 50% > 2 Years 35% =0-1 30 %
40% Pre-Business 35% =2-5
Lodz SBDC 20% 60 % 40% Pre-Business 32%=0-1 50 %
28% Start-Up 20% =2-5
30% 1-2 Years 30% =6-10

' Numbers are estimates based on interpretation of best available data combined with impressions of program staff
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TABLE A-3 — Continued

Sector
Percent-age
Service [Retail [Mfg, [Other Number of of Women
ogram Age of Firm Employees Clients
[Ostrava BAC 35% 35% 70% 1-2 Years® 40% =2-5 70% &
80-90% Pre-Bus.° 20% =0-1 20%°
20% =6-10°
Pilsen BIC 40% 35% 50% Start-Up 30% =0-1 <5%
30% Pre-Business 30%-2-5
Wartin BAC 25% 30 % 25% 60% Pre-Business & 60% =0-1 20%
Start-up 35% =2-5
30% > 2 Years
bitra BAC - - - -
[Budapest Ctr. 45% 45% 45% > 2 Years 35% =2-5 35%
35% 1-2 Years 30% =6-10
Debrecen SBDC - - - 15%

- Data not available

* For those receiving counseling only

¢ For those receiving a basic training course

4 Note: 50 percent of the Ostrava BAC'

privatized clients

s clients are state-owned firms undergoing privatization. These figures represent the 50 percent of currently

* In training classes and counseling, respectively

A
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TABLE A-4

STAFFING PATTERN FOR DEVELOPMENT CENTERS

Q = PRESENT, NOT QUANTIFIED
0 = NO VOLUNTEERS

- = DATA NOT AVAILABLE
* = includes staff in non-small business programs

. . Contract :
FT Paid Staff PT Paid Staff Consultant Volunteer
TECH ADMIN TECH ADMIN ALL TYPES ALL TYPES

Program
[[ATbany SBDC - - - -
[ Face SBDC g | 6 1 2-3 0
[~ Ulster SBDC 3 1 2 0 11 P
Eugene SBDC S 3 0 0 PNQ P

Umpqua SBDC I T 0 0 3 0
U of GA SBDC 2 1 5 2 PNQ 0
USC SBDC 3 2 0 0 4 0
WSU SBDC#* 1 0 0 2 3-4 0
Portland MBDC 3 - - - -
Chicago MBDC 1S 7 0 0 5 0
Washington BAC 1 3 0
M_Nashington PIC 2 1 0 0 0 P
Durham Univ. 24 16 - 40 P
London Bus. Ctr. 10 6 - 30 P
Hertfordshire 80 TOTAL STAFF PNQ P
Project Northeast 20 PNQ 0 0 5 p
[D A% 2 2 0 0 0 P
SFADCO 100* 100* - - 0
Udaras Gaeltachta 80* 20% - PNQ 0
FISE 2-3 - - - -
OIC 7 2 3 0 NONE 0
Warsaw SBDC 2 1 0 0 21 0
Lodz SBDC 2 1 0 0 4 P
Ostrava BAC 6 2 0 0 14 0
Pilsen BIC 3 1 1 2 16 0
[Martin BAC 3 2 0 0 3 0
Nitra BAC 4 1 0 0 10 0
Eudapcst Ctr. 2 2 0 0 4 N
Debrecen SBDC 2 1 0 0 5-7 0

P = POSITIVE EXPERIENCE ** Pullman only
N = NEGATIVE EXPERIENCE ##k Dundalk only
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TABLE A-5

PROGRAM FINANCE (in percentages)

Nat’l State Local Univ, Int’l In-Kind Sustoin.

Program Gov Gov Gov CC Donor Fees Other Contrib. Plan
Albany SBDC 40 20 12 20 8 °

Pace SBDC 95 5" L]

Ulster SBDC 75 25 °
Eugene SBDC 22 22 40 15 1 L] L

Umpqua SBDC 25 25 40 10 .
U of GA SBDC 44 56 * ]
USC SBDC 63 37 * °
WSU SBDC 50 46 4
Portland MBDC 85 15
M_(Bﬂcago MBDC 62 32
Washington BAC 100
[Washington PIC 65 20 * 15° .
Burham Unv. 60 10 * 30° ® °
London Bus. Ctr. 100 [
Hertfordshire -4 - - - - * - . -
Project Northeast 382° * 62 . *
IDA - - - - - - - - -
SFADCO 25 * 758 °
Udaras Gaeltachta 90 | 10
FISE s 1 1 30 10| 1 1 = |
OIC 100 °
Warsaw SBDC 100 ® ®
Lodz SBDC 100 °
Ostrava BAC 10 90! °
Pilsen BIC 17 50 33 o °
Martin BAC 35 5 60 (]
Nitra BIC 35 15 50 ]
Budapest Ctr. 100 L
Debrec:n SBDC 98 2 e [

* Less than 2 percent
- Data not available

* Special programs funded by local community groups

® Private individuals and foundations

¢ Private donors, corporations

¢ Program primarily funded by national government, with some funding from private sector and the European Community; exact pc sentages unknown
* Represents combined national and local government contributions

f 47 percent income eamed from commercial consulting activities, government contracts bid on; 15 percent from private donations

* Rent from commercially leased space

* The majority of FISE's funding comes from the national government. The remainder comes from a variety of international donors, primarily French
bilateral assistance, but also som.e <upport from EC/PHAPE.

' As a private for-profit business, the Ostrava BAC is eligible for only limited dowor support, and will need to rely on fees to cover virtually all
operational costs. In fact, the center is very new and is not generating sufficient fee income at this time; rather, operations are being subsidized by its
founders.

i Center was founded by Association of Judiciary and is supported by membership fees

¥ Part of this amount represents contributions by Association of Judiciary



A-10

TABLE A-6

INSTITUTIONAL COLLABORATION

Training and Nad. State Local
Assocs. and Educational Financial Govt. Govt. Govt.

Program Chambers Institutes Institutes Orgs. Orgs. Orgs. Other
Albany SBDC P, T St,S,F R,S,F F T,F F

Pace SBDC R T,S,F R,F T,F R R

Ulster SBDC R,S T.F R LF R,T
Eugene SBDC R,LP A,St,S,F P,T F F

Umpqua SBDC P St,S,F R F F
U of GA SBDC LP,T St,S R,T LF F
USC SBDC R,I,P,S A,St,S R,T LF F,T
WSU SBDC R I, T,S,S,F R LAF F
Portland MBDC R,T R ILF I I
Chicago MBDC R R F
Washington BAC R R R R,F R T,A"
Washington PIC R F F R.LA®
Durham Univ. A,St,S R,A R,F AF R,P,AF¢
London Bus. Ctr. LLP A R F A RY
Hertfordshire R,I R,I R,LF R,L,P A°
Proj. Northeast R F R,T.F T,AFf
IDA R,I R,LT R T,S,F S T,S,F R.A¥
SFADCO R,I R, T R K,F R,I R,I R,F*
Udaras Gaeltachta R,I R,I,T R R,T,F R,T R, T,A,FP
FISE R,S A R,A F R,S T,AF

* Economic Development Councils

* Local SBDCs, public libraries, private lawyers

¢ Clients referred to private sector lawyers and other specialists; DUBS collaborates with EC/PHARE, British Overseas Development Administration,
British Know-How Fund, World Bank to provide technical assistance on micro- and small-scale enterprise development in Eastern Europe; provide training
to staff of ther business development NGOs; extensive contacts with private sector corporations as sponsors

¢ Referrals to private lawyers; collaboration with EC on European Business Information databsse

* Private sector secondees

! Technical assistance to local business development NGOs; extensive cooperation with private sector corporations; links to British Overseas Development
Administration

* Private sector mentoring program; large-scale enterprise linkage program

® Industrial property rents; large-scale enterprise linkage program

' Referrals to business development NGOs; EC-supported training

} Sor.e ninks to Peace Corps; receive some French bilateral assistance (funds and staff training), some collaboration with EC/PHARE programs
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TABLE A-6 — Continued

Training and Natl, State Local
Assocs. and Educational Financial Govt. Govt. Govt.
Program Chambers Institutes Institutes Orgs. Orgs. Orgs. Other
oIC R,L,P,T T,A,St R R,I P, T
Warsaw SBDC F St R R,I R,l R,F ILF
Lodz SBDC_‘ R,LP I,St R T,F R,LLP AF"
Ostrava BAC R R,A,St R T
Pilsen BIC R,P.T,F T R,P,A R,IF R,S,F T,F"
Martin BAC R,P,F R AF°
Nitra BAC P,F A R R R,F R, T,F AFP
bkl I e 1> [ ®™F AP
Budapest Ctr. R,LT,P T.R,ILP T,ILR LP,T R,P T,Fd
Debrecen SBDC R,I | R | R,I,S F

Key: R = Referral; | = Information; P = Promotion; T = Training;
A = Advisory Assistance; St = Staff; S = Space; F = Funding

* Links to local media; financial support from USAID through Opportunities Industrialization Centers; staff training paid for by British Know-How Fund;
Peace Corps Small Business Development volunteer

" All funding from U.S. Congress; Polish Embassiesin U.S. help find investors; USAID project on Institutional Reform developing database of financial
resources; Economical Fund of Solidarity Foundation to advocate small business interest

* Collaboration with Volunteers in Overseas Cooperative Assistance on specific projects; all funding from U.S. Congress
* Funding for start-up, equipment, and staff training from EC/PHARE

° Partial program funding from EC/PHARE

¥ Support from EC/PHARE

¥ All funding from the British Know-How Fund; collaborate with other SBDCs in the region

* All funding from U.S. Congress
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TABLE A-7

CRITICAL FACTORS FOR SUCCESS

Hire In touch Network
best wiclient w/lother Focus Gov’t Charge Fin.

Program staff needs institut. services support fees sust. Other
Albany SBDC o

Pace SBDC [ L

Ulster SBDC o ] .
Eugene SBDC ] ° Py

Umpqua SBDC L L] (N
U of GA SBDC - - - - - - - -
USC SBDC ] ° o
WSU SBDC ] o
Portland MBDC of
Chicago MBDC - - - - - - . -
Washington BAC L ° o
Washington PIC ° . °
Durham Univ. L] ] eh
London Bus. Ctr. ] ° o
Hertforshive ° ™
Project Northeast ] e °
IDA - - - - - - - -
SFADCO ° °
Udaras Gaeltachta - - - - - - - -
FISE °
oIC ° °
Warsaw SBDC L
Lodz SBDC ° ° °

* Clear objectives

* House in strong institution

¢ House in strong institution

¢ Pick winners early; establish track record
* Maintain program autonomy

! Attitude of program statf

* Establish simple, straightforward systems
* Maintain program autonomy

' Clear program objectives
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TABLE A-7 — Continued

Hire In touch Network

best w/client w/other Focus Gov't Charge Fin.
Program staff needs institut. services support fees sust. Other
Ostrava BAC - - - - - - - -
Pilsen BIC ™ P
Martin BAC - - - - - - - -

Budapest Ctr.

Nitra BAC

————

Debrecen SBDC

- Data not available

! Strong program director
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ANNEX B

SMALL BUSINESS DEVELOPMENT CENTER
QUESTIONNAIRE AND INTERVIEW GUIDELINES
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SMALL BUSINESS DEVELOPMENT CENTER
QUESTIONNAIRE

PROGRAM QVERVIEW

What are the program’s goals and objectives?

What organization started the program?

What organization is running it now?

Is this program part of a larger program? What program?

INSTITUTIONAL STRUCTURE

Where is the program housed? Why were this arrangement and location selected?

How many branches or affiliate officcs are there? VWhere are they located? How were these
locations selected?
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C. SERVICES AND RESOURCES

7. Which of the following types of services and resources does the program provide?

Service Description Time Indiv. | Fee? | % cost
spent on | or covered
typical Group by fee
client

Training

Individual counselling

Business Information

Marketing assistance

Legal Assistance

Assistance obtaining
credit

Assistance obtaining
other forms of financing

Business Incubator

Business service facilities

Project diagnostic

Other
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8. How did you decide what services to offer? Which service would you say is most in demand?

9. Has the mix of services changed over time? In response to what factors?

D. CLIEN T PROFILES

10. Please estimate what percentage of your clients fall into the following categories:

Women ---

Sector
Manulacturing
Retail —
Services -
Transportation -
Other -

Age of Firm
Pre-business ---
Start-up (less than 1 year) ---
lto2 -
More than 2 years ---

Number of Employees
1 -
2t 35 ---
6 to 10
11 to 50 ---
over 50 -

11. Overall, approximately how many clients have you scrved over the last year?

12. Docs the program have cligibility criteria? What are they?

13. Are there special groups that you target? Why? How?
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E. PROGRAM PROMOTION
14, How do you promote the program?
15. Do you publish a newsletter?  How often?  How do you disseminate it?
16. What have you found to be the most cost-effzctive method of program promotion?
17. Do you belicve there is more demand for program services than you are currently equipped to
meet?
F. STAFFING
18. What is the composition of your program staff?
Type of Staff How FT/PT | Function/Services Qualifications Paid?

Many Provided

Technical staff

Support Statf

Qutside advisors

University students

19.

20.

How do you identify and recruit technical specialists?

How would you judge the effectiveness of volunteer staff versus paid professionals?

/l L,ﬁ/
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Do you provide staff training? What kinds?

PROGRAM FINANCING

How is the program funded? What percentage of program funds come from what source?

__ Federal/National Government
__ State Government

__ University

__ Local Government
__ Local Community

__ Interrational donors :
__ Other sources:

Arc any of the funds earmarked for specific purposes?

Do you receive any forms of non-financial in-kind program support? Wkat types? From whom?

What are the primary program costs?

What is your policy on charging for client services?

What percentage of total program costs is covered by fees?

Does the program have sources of revenue bsides grant funding and client fees? Which?

Does e program have a plan with regard to achieving operational self-sufficiency? If so, what?
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30. What other orgeni::ations do you collaborate with?

Organization

Name of Organization

Type of support

3usiness Associations

Chamber of Commerce

Training/Educational
Institute

Financial Institution

National government
organizition

State government
orgarizstion

Local government

organization
Other
L MONITORING AND IMPACT ASSESSMENT
31 What aspects of your program do you monitor?
32 Do you monitor the number of clients requesting different kinds of services?
33. Do you monitor client satisfaction? How?
34. Do you monitor the impact of program services on client businesses? If so, what methods do you
use?
35. What indicators do you use to measure impact on the business?
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Does the program have particular reporting requirements? If so, ./hat data must be submitted? To
whom?

LESSONS LEARNED

What do you think ar: the greatest strengths of this 1 ogram, and how have these contributed to
program success?

What are the main problems experienced by this program?

Has the program undergore <iznificant change since inception? What has changed?

- In terms of operational procedures? What factors were responsible?

- In terms of program content? What factors were responsible?

- In terms of client focus? What factors were responsivle?

What specific changes would you make, if any, to improve the program?

If you were asked to give advice to someone starting up a small busiaess development center, what
advice would you give?
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INTERVIEW GUIDELINES
FOR SMALL BUSINESS DEVELOPMENT CENTER PROGRAM ASSESSMENTS

The attached questionnaire should be used to structure interviews with each small business
development center program selected for assessment under the current study. The
questionnaire has been designed to capture a fairly detailed set of standard information on each
program. At the same time, it is clear that substantial diversity is likely to exist, particularly
between centers operating in the U.S. and those operating in Eastern Europe. This inter iew
guide provides the necessary clarifications for each section of the questionnaire, to ensure that
the researchers conducting the assessments recognize the full range of possible responses and
probe accordingly during the interview.

A. PROGRAM OVERVIEW

1. What are the program’s goals and objectives? Here we wish tc understand how the
program fits into to the larger economic development objectives of the region/country in
question.

2, What organization started the program? Self-explanatory.

3. What organization is running it now? Self-explanatory.

4, Is this program part of a larger program? What program? Here we wish to learn

whether the center is part of a larger umbrella program being carried out at the national,
regional, or international level.

B. INSTITUTIONAL STRUCTURE

5. Where is the program housed? Why were this arrangement and location selected? Is
the program baszd in a university, a government office, or a free-standing privately
rented facility? What factors entered into the decision to locate the facility in this way?

6. How many branches or affiliate offices are there? Where are they located? Here we
'vish to learn whether the program is being run out of satellite cffices in other parts of
the state or country, which locations have been selected to receive services, and why
these lecations were selected. Factors to be probed include evidence of demand for
services, proximity to major populaiion centers or industrial zones, political factors.

C. SERVICES AND RESOURCES

7. Which of the following types of services and resources does the program provide? The
accompanying matrix lists ten categories of business service. In completing the matrix,
the researcher should ask the person being interviewed to describe their version of that
service. For each category, the researcher should prompt as necessary to determine as
precisely as possible the nature and range of activities encomyassed under the general
heading (sec below). The researcher should also ask 1) how much time is typically
devoted to delivery of that service for the typical client; 2) whether it is delivered on an
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individual basis (enter "I'), on a group basis (enter "G"), or in both forms (enter "B"), as
well as which is most customary (enter "B/I" or "B/G"); 3) whether the service is
provided free or at some charge, and if so what charge per unit (i.e., $/hour or
$/course); and 4) finally, the researcher should attempt to assess to what extent the
service in question is subsidized, by asking what proportion of the real cost of the service
is covered by the fee.

Prompts for each category of service are as follows:

Training: In general, we consider training to be offered on a group basis, usually in a
workshop or seminar format. We wish to know what kinds of general business courses
are offered (i.e., business plan development, accounting, management, financial planning,
marketing). Does any of the training focus on the technical side of the business? Are
there courses for groups of entrepreneurs from the same industry or line of business?
Does the training result in any credentials or certificates? Is any of the training
conducted off-site (i.e., on-the-job, third-country)?

Individual counselling: What topics are covered during individual counselling sessions
(i.e., development of business plans, personnel planning, marketing plans, promotional
strategies, preparation of loan requests, tax issues)? Do sessions include technical advice
related to the industry (i.e., input and supply channels, production technologies and
procedures, packaging, quality control)? Is any of the counselling provided off-site (i.e.,
does the counselor visit the business?).

Business information: What types of information are provided (directories of suppliers
and products; availability of other institutional resources such as educational and training
institutes, other community, state, or national programs; lists of prospective investors
(foreign and domestic) or joint venture partners; information on potential sources of
financial assistance. The researcher should ascertain in what form this information is
available to clients (i.e., self-service library, computer data-base, over the telephone).

Marketing assistance: Does the center help clients develop marketing plans? Identify
actual markets (domestic and export)? Coordinate and sponsor trade shows, exhibitions.
Develop product or service catalogs?

Legal assistance: Does the center provide assistance in registering the business, dealing
with zoning requirements, obtaining licenses and permits, solving contractual disputes?

Assistance obtaining credit: s the program involved in the direct provision of credit?
How does the center assist clients in obtaining credit (i.e., packaging loan requests,
introducing clients to the banks, pre-qualifying clients, guaranteeing the loans). Are
there particular banks that the center collaborates with?

Assistance obtaining other forms of financing: Does the center assist clients in
identifying investment partners, mobilizing venture capital? How?

Business incubator: Does the program include a business incubator? Do they provide
space, secretarial support, technical support, legal support, to incubator residents?
(NOTE: Business incubators are not the main focus of the current assessment; therefore,
while the researcher should attempt to get a general overview of the program, extensive
questioning on the details of this aspect of the program should be avoided.) The
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researcher should ask whether the program has any indirect links to nearby business
incubators and, if so, the nature of the linkage.

Business service facilities: Does the center provide clients with access to basic business
facilities such as typing or computer word-processing, fax, telephone, xeroxing. How
limited or unlimited is this access?

Project Diagnostic: Does the program assist clients in identifying viable business
opportunities? Evaluate proposals for overall economiic feasibility? What techniques
does the program statf use to perform this diagnostic (i.e., first-hand market research
and/or industry studies; review of ‘nformation/statistics available from secondary
sources.)

Activities that the center engages in that are not picked up under one of the above
categories should be entered in the row marked "Other".

How did you decide what services to offer? Which service would you say is most in
demand? Here we are interested in understanding what factors wen! into the center’s
decision regarding scope of services to be provided. Were the decisions based on donor
funding requirements? political considerations? needs assessment? A combination?

Has the mix of services changed over time? In response to what factors? Here we wish
to learn hether there is any on-going assessment on the part of the center of the
demand for services, the effectiveness of services, or the ability to provide certain
services effectively, and whether this awareness is incorporated into a procedure for on-
going program modification. What services have been added or deleted? How and why
did they decide to make those changes? Who was res;.onsible for the decision to make
the changes?

CLIENT PROFILES

Please estimate what percentage of your clients fall into the following categories: To the
extent that this has not already been answered above, here we would like them to
estimate the percentage of clients that fall into each of the categories that we are
interested in. The purpose of this question is to obtain a general picture of the
program’s client composition.

Overall, approximately how many clienis have you served te daie? Fairly self-
explanatory, although the researcher should probe to determine whether the number
provided represents total number of clients or instances of service provisicn (i.e., the
number of training session attendees is likely to include repeat clients).

Does the program have eligibility criteria? What are they? Is there a firm-size
threshold, sector bias, poverty measure, or other attribute that determines access to
service, or special terms of service (i.e., fee waivers)?

Are there special groups that you target? Why? How? Self-explanatory.
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PROGRAM PROMOTION

Houw do you promote the program? What media are used? Television? Radio?
Pulletin boards (where?) Written materials (what types?) Word-of-mouth? Other?

Do you publish a riewsletter? How often? How do you disseminate it? Self-explanatory.
Please ask for samples.

What have you found to be the most cost-effective method of program promotion? Self-
explanatory.

Do you believe there is more demand for program services than you are currently
~quipped to meet? What are the limitations on their ability to provide further services?
[s this true across all service areas or for certain particular services, i.e., individual
counselling? What would be required to eliminate these constraints? How many more
clients could be served as a result?

STAFFING

What is the composition of your staff? In this question we are trying to find out the
number and type of staff, whether they are full-time or part-time, their qualifications, the
types of functions that different categories of staff are used for, and whether or not they
are paid for their work. For purposes of the questionnaire, part-time should be
considered as 32 hours per week or less. The purpose of the question is to learn to what
extent the program is maximizing the efficient use of different types of resources for
different purposes. The four categories listed in the matrix are defined as follows:

Technical staff: Individuals responsible for management of the center, program design,
or direct service delivery.

Support staff: Individuals responsible for providing routine administrative support
required for program operation (secretaries, receptionists, data entry).

Outside advisors: Individuals not permanently associated with the center, who provide
selected technical services to i ogram clients on an as-needed basis. The researcher
should attempt to determine what proportion are from the local area as opposed to
foreign advisors.

University students: Self-explanatory. Differentiate between students from local
university and those with specialized degrees brought in from elsewhere as direct service
providers.

How do you identify and recruit tuchnicai specialists? What network dois rhe center
have for finding and mobilizing required specialists? Do they turn 1o other organizations
for assistance in identifying and obtaining such personnel?

Haw vould you judge the effectiveness o volunteer staff versus paid professionals?
Here we are interested in the center’s objective assessment of any differences in the
quality of service obtained from paid versus volunteer technical specialists, (i.e., are they
getting the same caliber of people?) s well their views on clients’ perceptions of

4
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desirability of local versus outside specialists (i.e., weighing the broader perspective of
outside advisors against their more limited ) ..owledge of local conditions).

Do you provide staff training? What kinds? Who receives it? Who provides it? Who
pays for it? How often?

PROGRAM FINANCING

How is the program funded? What percentage of funds come from what source? Where
does the money come from? We are less interested in absolute amounts than source,
nature, purpose, and duration of funding. If it appears appropriate, attempt to find out
total current annual budget. Try to come up with 100 percent. For internationz! donors,
identify the country and funding source.

Are any of the funds ear-marked for specific purposes? [s some targeted for special
groups? Only for operational costs? Only in the form of service subsidies?

Do you receive any forms of non-financial in-kind program suppourt? Vhat types?
From whom? Do other organizations provide space, staff, materials, access to facilities?

What are the primary program costs? Again, we are less interested in absolute amounts
than in learning whether and how the program monitors costs of different aspects of the
program. Are operational costs of overall program management and support staff
differentiated from costs of service delivery? What proportion of program funds go
toward training versus individual counselling? What proportion go toward the cost of
facilities? Materials?

What is your policy on charging for client services? Who pays? For what services?
What exceptions are made, if any? Who established the policy (i.e., is it ar internal
management decision, or dictated by funders of the program?)

What percentage of total program costs is covered by fees? Here we are interested in
assessing the approximate degree of program self-sufficiency, recognizing that few will
attain complete self-sufficiency while serving the target population in question.

Does the program have sources of revenue hesides grant funding and client fees? Does
the program sell services or materials to other organizations (i.e., chambers, associations,
private iraining institutes). Is it involved in the direct production or sale of any
products? Deces it nold an cquity share in any client businesses or other non-client
commercial ventures?

Doscs the program have a plan with regard te achieving operationa self-sufficiency? If
so. what is the plan? Here we are interested in the center’s assessment of availability of
outside funding in the future, where they expect to obtain funds in the future, and what
proportion of their costs they are aiming to cover through fees.

TN,
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INSTITUTIONAL COLLABORATION

What other organizations do you collaborate with? Using the matrix, fill in the name of
any organizations with which the center collaborates, and indicate the forms that this
collaboration takes, i.e., client referrals, sharing or exchange of personnel, use of facilities
(libraries, computers), fee waivers, priority assistance, etc.

MONITORING AND IMPACT ASSESSMENT

What aspects of your program do you monitor? Introductory question. Probes to
follow. We want to learn what they keep track of and how.

Do you monitor the number of clients requesting different kinds oi services? (i.e., how
many receive counselling, in what areas, how many attend workshops and seminars?)

Do you monitor client satisfaction? What method is used? What indicators are used?
What scale is used? How often or regularly do they monitor this?

Do you monitor the impact of prigram services on client businesses? If so, what
methods do you use? What is the procedure used to monitor impact? Automatic follow-
up with all clients? How soon? How long? Follow-up if and when clients return for
further services? Mailed questionnaires? Telephone interviews? Personal interviews?

What indicators do you use to measur. impact on the business? What do they
measure? Change in number of employees? Change in sales? Change in revenue?
Change in fixed assets? Changes ir. profitability?

Does the program have particular reporting requirements? If so, what ¢ata must be
submitted? To whom? Are reports required by donors? Local government? National
government? Are reports publicly available? What figures must be reported?

LESSONS LEARNED

What do you think are the greatest strengths of this program, and how have these
contributea to program success? Strong management? Local government support?
National support? Community support? Strong demand on the part of entreprencurs?
The economy (worsening? improving?) Strong technical advisors?

What are the main problems experienced by your program? Limited availability of
outside funding? Limited ability of clients to pay for services? Quality of staff?
Difficulties in helping clients secure funding?

iHas the program undergone significant change since inception? What has changed? In
terms of operational procedvres? Program content? Client focus? What factors were
responsible? This is an important question. We are interested in the ability of the
organization to capture insights from on-going program experience and translate these
into improved service delivery. We want to know whether eligibility criteria or fee
structures have been introduced/changed, with what results; whether the scope of
services or the content of training and counselling sessions has been moditied, and why;

R
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whether the program has shifted its emphasis from one set of clients to another, and if
$0, why.

What specific changes would you make, if any, to improve the program? Self-
explanatory. Ask about changes in procedure as well as content.

If you were asked to give advice to someone starting up a small business development
center, what advice would you give? Self-explanatory.
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ANNEX C

CLIENT IMPACT ASSESSMENT, PROCEDURES, AND GUIDELINES
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CLIENT IMPACT ASSESSMENT

On _the Firm:

L.

9

What is the nature of your business?

When was the business established?

How many employees do you have?

Are you the owner? If not, what is your role in the firm? (Also, note gender)

What are the main problems your business faces?

On_the Service:

L.

(8]

How did you hear about this program?

What kinds of services did you hope to rececive?

Did you receive those services? __ (‘ist below)
yes

(If not) Why not?

What services did you actually receive? (list below).
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Description of the Service (content) Time Individual Cost | Satisfaction
Allotted | or Group (Scale 1-5)

W

Did you receive services related to the technical aspects of your business? What services?

Of all the services you reccived from the program, which was the most useful? In what way?

Did the service(s) lead to improvements in your business? How?

Is there anything you would change in the current business center program?

- in terms of types of services?

- in terms of operations/procedures?

Will you use this service again and/or recommend it to others?

Have you used the services of other business support programs? Which ones? How does it
compare with this program?
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PROCEDURE FOR SETTING UP CLIENT IMPACT ASSESSMENTS

To assess how well existing small business centers are meeting entreprencurs’ needs, the present study will
include in-person or telephone interviews with selected program clients. An attempt will also be made to
identify comparable entreprencurs who are not clients of small business centers, to understand the factors
determining entreprencurs’ perceptions of the program and decisions on whether or not to use available
serviees.

The assessment is not intended to be a statistically aceurate evaluation of the program impact of particular
centers. Rather, it is intended to supply information that will help gauge the relevance of different types of
services and modes/costs of service delivery, versus entreprencurs’ needs.

Upon finalization of the overseas and domestic itineraries, the team will identify those programs for which
client impact asscssments will be carried out. The emphasis will be on collecting impact information on
different types of programs rather than comparing the performance of similar programs (i.c., we are less
interested in comparing impact information on two PHARE programs than on comparing impact of a
PHARE program and a British-funded Know-How program).

The centers sclected for impact assessment should be alerted as soon as possible of our intent to interview
clicnts, in order to allow the staff time to identily clients and organize visits. By way of illustrating the kind
of impact assessment we have in mind (1o make it non-threatening to program staff), staff should be
presented with a copy of the client impact questionnaire.

We will aim to interview at least three clients from selected programs, We will ask the staff to arrange
meetings for us with a representative cross-section of program clients. In particular, we would like the
sample to include clicnts who have used the program frequently as well as one-time users. Among the
frequent uscrs, we would like to interview clients who have received substantial amounts of one-on-one
counselling as well as clients who have received more general kinds of group training. Beyond these primary
differcentiations, we are interested in meceting both male and female entreprencurs, representing a range of
sectors and firm sizes.

Where convenient opportunitics arise to interview clients of programs not originally selected for impact
assessment, interviews should be conducted, using the same « 1estionnaire.

Upon making contact with the clients, the interviewer should read the introductory statement, and explain
the amount of time the interview is expected to take. If possible, the interviewer should attempt to obtain
contact information in the event there is a need to follow up on any of the responses.
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INTROBUCTiON TO CLIENT IMPACT ASSESSMENT QUESTIONNAIRE

Hello, my name is ...... and I work for (...organization...)

We are here in (...location...) on behalf of the United States Agency for international
Development and the U.S. Peace Corps, trying to learn about the impact that small
business development centers are having on the local business community. The U.S.
Government is interested in supporting thc development of similar programs in Eastern
Europe and the former Soviet Union, so we would like to find out from you what your
experience has beer receiving services from (...program...), as well as any comments or
suggestions you may have concerning how these types of programs could be improved.

We have some questions that we’d like to ask you. The interview should take no more
than 30 minutes.
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CLIENT IMPACT ASSESSMENT GUIDELINES

The objective of the client impact assessments is to learn how well existing small business
centers are meeting entrepreneurs’ needs. The assessment is not intended to be a statistically
accurate valuation of the program impact of particular centers. Rather, it is intended to supply
information that will help gauge the relevance of different types of services and modes/costs of
service delivery, versus entrepreneurs’ needs.

By way of introduction, the researcher should begin by explaining in a general fashion the
purpnse of the overall study (see attached sample introductiun).

On the Firm:

1. What is the nature of your busincss? What type of activity (or activities) is the firm
involved in? What sector? What product is being produced? For what market?

2. When was the business established? Self-explanatory.

3. How many employees do you have? Here we are interested in firm size. The
interviewer should also try to get a general idea about the kinds of employees, i.e., full-
time or part-time, how many women, level of skill or training.

4, Are you the owner? If not, what is your role in the firm? (Also, note gender). We wish
to know whether or not we are tolking to the proprietor, in order to know how to
evaluate the responses. We might use this question to probe into the management
structure of the firm, i.e., are there any other managers or key decision-makers.
(Frequently, men are the formal owners, but women are the managers of day-to-day
operations. This can have implications on who is targeted for, and receiving, training
and technical assistance.)

S. What are the main problems your business faces? We need to be careful not to supply
the answers here. After the entrepreneur has answered fully, the researcher should
probe as to the importance of factors not mentioned. These should include credit,
investment capital, access to inputs, access to markets, transportation, technology
constraints, and business management skills.

On the Service:
1. How did you hear about this program? Self-explanatory.

2, What kinds of services did you hope to receive? What we are trying to get at in this
question and the next question is whether or not clients perceive accurately the types of
services available through the program in question, and to what extent a misinatch
between perceived services and actual services is responsible for utilization of services,
satisfaction with services, and effectiveness of services.
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Did you receive those services? If the client answers yes, proceed to the matrix and
complete as described belcw. Praobe for additional services received beyond those
initially indicated by the client. If the client answers no, attempt to find out why s/he
did not receive those services -- were they not offered, were they different than expected,
did they cost too much, was the service not convenient, etc. The interviewer should then
ask whether the client received services other than those originally desired, and if so,
complete the matrix.

In completing the matrix, the interviewer should obtain as complete a description of the
service as possible, including the amount of time/number of visits involved; whether the
service was obtained on an individual basis or as part of a group; whether the client paid
for the service, and if so, how much, did s/he think this was expensive or a fair price;
and how satisfied the client was with that particular service (on a scale of 1-5, with 1
heing very dissatisfied and 5 being very satisfied).

[}id you receive services related to the technical aspects of vour business? What
services? Here we are interested in learning whether the client requested and received
technical services specific to the business in addition to Zeneral business assistance. We
would like to know whether this type of assistance is perceived as valuable, would be in
demand, would be of more utility than gzneral business assistance (see next questicn).

Of all the services you received from the program, which was the most useful? In what
way? We weuid like to know on which services the client places the highest premium,
and which are perceived as less relevant to immediate needs. This should constitute
important feedback to centers in terms of focusing their services and determining
appropriate fee structures.

Did the service(s) lead to improvements in your b-siness? How? Probe as to what
indicators are being used (i.e., increased sales, growth in personnel) as well as what
specific service they attribute the improvement to (i.e., new market identified and
accessed, improved accounting system leading to better financial inanagement).

Is there anything you would cl \nge in the current business center program, in terms of
types of services? In terms of operations or procedures? lHere we are trying to get
them to identify what changes would be required to make the center more usetul and
accessible. We are interested in their feedback on scope of services, cost of services,
hours of operation, access to counsellors, etc.

Will you use this service again and/or recommend it to others? Self-explanatory.

Have you used the services of other business support programs? Which ones? How
does it compare with this program? The purpese of this question is to identify other
programs, show the client’s awareness of alternate resources, and get some general
information on how *he program being assessed compares in the client’s mind with
similar kinds of available services, emphasizing the differences betwcen programs.

A

—
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ANNEX D

LIST OF SBDCs INTERVIEWED
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LIST OF SBDCs INTERVIEWED

New York State SBDC, Albany

Pace University SBDC, New York

Ulster SBDC, New York

Oregon SBDC, Eugene

Umpqua Community College, Oregon

University of Georgia SBDC

University of South Carolina SBDC

Washington State University SBDC

Portland Minority Business Development Center

Chicago Mega Center

Washington State Business Assistance Center

Private Industry Council of Snohomish County

Durham University Business School Small Business Centre, England
The Greater London Business Center

Hertfordshire Training and Enterprise Council, England

Project Northeast, Engiand

[ndustrial Development Authority of Ireland

Shannon Free Airport Development Company, Ireland

Udaras na Gaeltachta, Ireland

Foundation for Social and Economic Initiatives, Poland
Opportunities Industrialization Center, Lublin, Poland
Polish-American Small Business Advisory Center, Warsaw, Poland
Polish-American Small Business Advisory Center, Lodz, Poland
Business Assistance Center, Qstrava, Czech Republic

Business Innovation Center, Pilsen, Czech Republic

Business Assistance Center, Martin, Slovakia

Business Assistance Center, Nitra, Slovakia

B’nai B’rith Center, Budapest, Hungary

Public Access Center, Debrecen, Hungary
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ANNNEX E

SMALL BUSINESS DEVELOPMENT CENTER CONTACT LIST
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SMALL BUSINESS DEVELOPMENT CENTER CONTACT LIST

AITEC

Francisco Soares
Lisbon

Portugal

Tel: (351-1) 3520665

Advance Business Development Center
Dennis Srenaski *

Manager

835 PPotts Ave.

Green Bay., WI 54304

U.S.A.

Tel: (414) 496-9010

BB Foundation

Eva Bakonyi *
Director

Boszormenyi Ut 8. 1/2
Budapest 1126
Hungary

g3V
BIG ®ilsen)
Jan Vratnik
P.O. Box 325
Riegrova |
306 25 Pilsen
Czechoslovakia Republic
Tel: 01935320

British Overseas Development Administration
David Wright

94 Victoria Street

London SWIE SJL

United Kingdom

Tel: (44-71) 9170263



Bundesministerium for Wirtschaftliche
Zusammenarbeit

Heiko Fahnel *

Deputy Head

Private Sector Division

Iriedrich-Ebert-Allee 114-116

5300 Bonn 1

Germany

Tel: (0228) 535316

Fax: (0228) 535204

Business Innovation Center
Mr. E. Lynn Stacey *
Executive Director

2000 Old Bay Front Dr.
Mobile, AL 36615

U.S.A.

Tel: 205-433-2224

Center for Small Business Studies
National Fed. of Industry & Business
Thomas Gray *

Private Consultant

4830 Loughboro Rd., N.W.
Washington, D.C. 20016-3455

US.A.

Tel: (202) 363-0002

Central European SBD Committee
Susan Anderson

SBA Building

Sth tloor

409 3rd Street, S.W.

Washington, D.C.

U.S.A.

Tel: (202) 205-6766

Debreceni Vallulkozasfejleszto Alapitvany

(SBDC/Debrecen)
Istvan Bogyo, Manager *
Gusztav Vanyai, Counselor *
Peterfia U. 25
4026 Debrecen
Hungary

E-4
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Department of Trade and Industry
Small Firms Div.

Mervin Pierce *

Level 2, St. Mary’s House,

¢/o Morefield

Shelfield S14PQ

United Kingdom

Tel: (074) 259-7491

Fax: (074) 259-7540

Deutsche Gesellschaft

fur Technische Zusammenarbeit (GTZ) QMBH
Dirk-H. Hoppe, RA *

Leiter der Stabsstelle 08

Mittel-, Osteuropa/GUS
Dag-Hammarskjold-Weg 1-2
Postfach 5180

D-6236 Eschborn bei Frankfurt/Main
Germany

Tel: (61-96) 79-3082/3083

Fax: (61-96) 79-7297

Durham University Business School
Small Business Center

Allan Gibb *

Miil Hill Lane

Durham, DH1 3LB

United Kingdom

Tel: 44913742235

EC PHARE/Brussels
Mr. Broekhauzen *
Brussels

Belgium

Tel: 3222950606

EC PHARE/Hungary SME Program
Jon Burns

1115 Budapest, Etele ut. 68

Budapest

Hungary

Tel: 3611664587

Eamon Crooke
Tel: 3611611814
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EC PHARE/Czechoslovakia
Desmond FitzPatrick *
Vrsovicka 65

101 60 Praha

Czech Republic

Tel: 4227122976

EC/Phare
Regional Office
Tom Maloney *
Min. of L. and SA
Spitalska 8

07/321 042
Bratislava, Slovakia

Edmonds Community College
Jack Wicks

Director

Small Business Development Center
20000 68th Avenue, West
Lynnwood, WA 98036

Euro-Chamber of Commerce
Mr. Friedrick

Secretary General

Brussels

Belgium

Tel: 322310715

European Business Network (EBN)
Olga Pick *

Avenue Tervueren |88A

B1150 Brussels

Belgium

Tel: 32-2-772-8900

FACET BV

Consultants for Small and Micro Enterprises
Aidan Geraghty *

Senior Consultant

Marktplein 20a

P.O. Box 10425

7301 GK Apeldoorn

The Netherlands

Tel: (31-55) 225586

Fax: (31-55) 224977

Tel. in Poland: (48-2) 6935818



FEJER Enterprise Agency
Dr. Ferenc Toth *
Managing Director

Rakoczi U. 25

H-8000 Szekesfehervar
Hungary

Florida SBDC

Jerry Cartwright *

State Director

University of W. Florida
11000 University Parkway
Pensacola, FL 32514
U.S.A.

Tel: (904) 474-3016

Foundation for Social and Economic Initiatives (FISE)

Krzysztof Kaluza *

Deputy Director

Head of Local Initiatives Agency
22, Jasna Street

00-054 Warsaw

Poland

Tel: (48-22) 272131, 264475
Fax: (48-22) 278356

Fundusz Wspolpracy Cooperation Fund
Krystyna Gurbiel *

Deputy Director General

PL 00-503 Warszawa,

ul. Zurawia 4a

Poland

Tel: (48-2) 693-58-68, 693-58-27

Fax: (48-2) 693-53-65

Georgia Lead SBDC
Allen Adams *
Assistant State Director
University of GA SBDC
Athens, GA

U.S.A.

Tel: (706) 542-5760

GMU Incubator Program
C. Rafael Gumucio *

2214 Rock Hi!! Road, # 300
Herndon, VA 22070
U.S.A.

Tel: (703) 478-7250
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GMU SBDC

Julie Janoski *

4260 Chainbridge Road
Suite Al

Fairfax, VA, U.S.A.
Tel: (703) 993-2130

Greater London Business Center
Christopher Ward *

Director

Bastille Crt.

2 Paris Garden

London SEI 8ND

United Kingdom

Tel: 712611300

Hertfordshire Training and Enterprise Council
Christopher Humphries *

Director

New Barnes Hill, Cottonmill Lane

St. Albans

Hertfordshire AL1 2HA

United Kingdom

Tel: (4472) 7852313

Howard University

Mr. Levi Lipscomb *
2600 6th Street, N.W.
Room 125

Washington, D.C. 20059
U.S.A.

Tel: (202) 806-1550

Industrial Development Authority
Michael O’Keefe *

North East Regional Office
Finnabair Industrial Park

Dundatk, Co. Louth

[reland

Tel: 3534231261

Institut Rozvoje Podnikani-Ostrava
Dr. Josef Junger
Dum Kultury Nove Huti
Namnesti SNP
704 00 Ostrava-Zabreh
Czechoslovakia Republic
Tel: 069 432217
069 373480

\(‘.) \
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International Trade Center
SBDC

Ms. Elizabeth Huddieston
Director

World Trade Center

No. 150

2057 Stemmons Fwy
P.0O. Box 58299

Dallas, TX 75258

U.S.A.

Tel: (214) 653-1777

Job Opportunity for Low Income
Individuals Program

Leslie Popps *

AEO Director

2505 N. 24th Street

Omaha, NE 68110, U.S.A.

Tel: (402) 346-8262

Lane Community College
Small Business Development Center
Jane Scheidecker, Director
Rosemary Busby
Bill Klupenger, Coordinator/Instructor
Gary Valde, Farm Management Program
1059 Willamette St.
Eugene, OR 97401

Lansing Michigan SBDC
Norm Shlauffman
Director

Lansing, MI, U.S.A

Tel: (313) 577-4848

Los Alamos SBC
Jim Greenwood

Los Alamos, NM
U.S.A

Tel: (505) 662-0001

Maryland SBDC

Department of Economic Development and Employment
Woody McCutcheon

State Director

217 E. Redwood Street

10th floor

Baltimore, MD 21202

U.S.A.

Tel: (410) 333-6995



Matrix Inc.

Ms. Kahla Gentry *
AEO Director

220 Carrick Street
Knoxville, TN 37921
U.S.A.

Tel: (615) 525-6310

David McClough *

AU MBA Student

1992 Contract with SBD/OTAPS to research SBDC resources
Washington, D.C.

U.S.A.

Tel: (202) 333-1232

Michigan Department of Commerce
Jean Johnson *

former State Program Manager
Wayzata, MN

U.S.A.

Tel: (612) 476-6890

Micro Industry Credit Rural Organization
John Newsome *

Operations Director

802 L 46th Street

Tucson, AZ 85713

U.S.A.

Tel: (602) 622-3553

Ministerstvo Hospodarsstvi
Ceske Rep.

Ing. Jaroslava Kubu *
Vrsovicka 65

101 60 Praha 10
Czechoslovakia Republic
Tel: 741955

Montana Women’s Economic Developinent Group
Kelly Rosenleaf *

Exccutive Director

Missoula, MT

Tel: (406) 543-3550

Mountain Microenterprise Fund
Chris Just *

29 1/2 Page Avenue

Ashville, NC 28801

U.S.A.

Tel: (704) 253-2834

Y
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N. Carulina Lead SBDC
Ms. Jean Overton *

State Director
Administration Program
Raleigh, North Carolina
U.S.A.

Tel: (919) 733-7051

N. Carolina Rural Economic Development Center
Bill Bynum

Raleigh, North Carolina

U.S.A.

Tel: (919) 821-1154

Nathan Associates
Tom Timberg

Two Colonial Place
2101 Wilson Boulevard
Suite 1200

Arlingtor, VA 22201
U.S.A.

Tel: (703) 516-7240

National Association of SBDCs
Janet Holloway *

President

Kentucky, U.S.A.

Tel: (606) 257-7668

New York SBOC

James King *

State Director

SUNY ?Plaza, S-523
Albany, NY 12246, U.S.A.
Tel: (518) 443-5398

Nitra BAC

Ing. Dusan Slizik *
Stefanikova 69

OU Nitra, Slovakia
Tel: 087-415-363

Nothern Economic Initiatives Center
David Miller *

1009 W. Ridge St.

Marquette, MI 49855

U.S.A.

Tel: (906) 228-5571



O1C International

Jim Isenberg *

240 W. Tulpehocken Street
Philadelphia, PA 19144-3295
U.S.A.

Tel: (215) 842-0220

OIC Poland

Radoslaw Jasinski *

20-109 Lublin, ul. Krolewska 3
Lublin, Poland

Tel: 081719545

Oregon Economic Development Department
Mike Shadbolt *

Manager, Small Business Program

Business Development Division

775 Summer St., N.E.

Salem, OR 97310

U.S.A.

Tel: (503) 373-1200 Ext. 358

Fax: (503) 581-5115

Oregon SBDC Network
Sandy Cutler, State Director *
Christine Krygier

Lane Community College

99 W. 10th Avenue, Suite 216

Eugene, OR 97401

U.S.A.

Tel: (503) 726-2250

Pace SBDC

[ra Davidson *

New York City, NY
U.S.A.

Tel: (212) 346-1899

Peace Corps

Barbara Brown *

Small Business Development Sector
Office of Training and Program Support
1990 K Street, N.W.,

Washington, D.C. 20526

U.S.A.

Tel: (202) 606-2366

E-12
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Peace Corps

Randy Adams *
Inter-America Region
1990 K Street, N.W,
Washington, D.C. 20526
U.S.A.

Tel: (202) 606-3055

Peace Corps Poland

Ted Kontek *

Assistant Peace Corps Director
ul. Bukowinska 24

02-703 Warszawa

434200

Poland

Polish-Americsn Advisory Center-Lodz
[zabela Firkowska *

Alicja Matusiak *

ul. Piortrkowska 189/191

90-447 Lodz

Poland

Tel: 36-39-94

Polish-American Advisory Center-Warsaw
Andrzej Stasiek *

Ewa Banachowicz *

47, Emilii Plater Street

00-118 Warsaw

Poland

Tel: 24-26-06

Polish-American Enterprise Fund
The Enterprise Credit Corporation
Richard D. Turner *

Chairman of the Board

25, Towarowa Street

00-869 Warsaw

Poland

Tel/Fax: 32-75-42, 32-35-08

Portland Minority Business Dev. Center
Margaret Garza *

Project Director

8959 S.W. Barbur Boulevard

Portland, OR 97219

US.A

Tel: (503) 245-9253
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Private Industry Council
of Snohomish County

Emily Duncan *

Executive Director

917 134th Street, S.W.

Everett, WA 98204

U.S.A.

Tel: (206) 743-9669

Project North-East

David Irwin *

Director

Hawthorn House

Fourth Banks

Newcastle Upon Tyne NE1 35G
United Kingdom

Tel: 44-91-261-7856

Projects Uniimited
Ms. Ann Edwards
Suite 177

14150 NE 20th St.
Bellevue, WA 98007

Public Access, Inc. (PAI)
Ralph S. Blackman *
President

1440 New York Avenue, N. W,
Suite 320

Washington, D.C. 20005
Tel: (202) 628-5678

Fax: (2G2) 328-5204

or

Szigetvari u. 7.

1083 Budapest

Hungary

Tel: (36-1) 267-1092
Fax: (36-1) 267-1095

Regionalne Poradenske A
Informacne Centrum
PHARE
Ing. Nadezda Dubc~va *
Ing. Jan Korcek *
Ing. Jan Tvarozny *
ul. Divadelna 31
036 01 Martin
Slovakia
Tel: 0842-36327
Fax: 0842-36329
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The Frank L. Roddey

Small Business Development Center of South Carolina
University of South Carolina
John M. Lenti *

State Director

Hipp Building, 6th floor

College of Business Administration
1710 College Street

Columbia, South Carolina 29208
U.S.A.

Tel: (803) 777-4907

Fax: (803) 777-4403

Royal Norweg. Council for Scientific Industry
Eric Skaug

Otlo, Norway

Tel: 472284137

Scientex Corp.

Mr. Danie! Wagner *
Marszalkowska 82
Room 456

00-517 Warsaw
Poland

Tel: 623-3680

SEQUA

(Stiftung fur Wirtschaftliche Entwicklung
und Berufliche Qualifizierung)
Dr. Markus Pilgrim *

Project Manager

Belderberg 5

(Theaterarkaden)

D 5300 Bonn 1

Germany

Tel: (0228) 631522

Fax: (0228) 631897

Shannon Free Airpc:t Development Co.
Eileen Quinn *

Public Relation Executive

Shannon Free Airport

Shannon, Cty. Claire

Ireland

Tel: 35361361555



Small Business Administration

George Solomon *

Dep. Asst. Admin.. Educational Programs
409 3rd St., S.W.

Room 6400

Washington, D.C. 20416

U.S.A.

Tel: (202) 205-6665

Small Business Administration
Richard Ginsburg *

Office of Business Development
409 3rd St., S.W.

Washington, D.C. 20416
U.S.A.

Tel: (202) 205-6665

Small Busiress Technology Center
Scott Daugnerty

Diractor

North Carolina

U.S.A.

Tel: (919) 571-4154

South Carolina State Development Board
Ron Young

South Carolina

U.S.A.

Tel: (803) 737-0400

Suburban Washington

Small Business Development Center
Janice Carmichael *

Executive Director

9201 Basil Ct., Suite 403

Landover, MD 20785

Tel: (301) 925-5032

SUNY Buffalo

Susan McCartney

Small Business Development Center
1300 Elmswood Ave., BA117
Buffalo, New York

U.S.A.

Tel: 716-878-4030

A
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TACIS

Ms. Niehus *
Brussels

Belgium

Tel: 3222951116

The Entrepreneurship Center
and MBA Enterprise Corps
Lisa Riley *

Vysoke 20

811 06 Bratislava

Slovakia

Tel: 07325010

Thurston County EDC
Business Resource Center
Art Mead
Celia K.B. Nightingale, Administrative Manager
721 Columbia SW
Olympia, WA 98501

Toronto New Business Development Center
David Jackson *

General Manager

1071 King Street

Suite 113

Toronto, Ontario M6K3K?2

Canada

Tel: (416) 345-9437

Udaras Na Gaeltachta
Noel Bolger *

Na Forbacha

County Galway

Ireland

Tel: 3539192011

Ulster SBDC

Ms. Jean Morris *
Mid-Hudson

New York,

U.S.A.

Tel: (914) 687-5272



Umpqua Community College SBDC
Terry Swaggerty *

Director :

744 SE Rose Street

Rosenburg, OR 97470-3941

U.S.A.

Tel: (503) 672-2535

University of Georgia
Small Business Development Center

Allan Adams *

Program Coordinator, Rural Economic Development
Tel: (404) 542-5760

Fax: (404) 542-6776

Charles E. Boyanton *

Head, International Trade Division
Tel: (706) 542-5760

Fax: (706) 542-6776

Harold Roberts *

Director, Northeast Georgia District
Tel: (706) 542-7436

Fax: (706) 542-6825

1180 E. Broad Street
Athens, GA 30602-5412
U.S.A.

University of Massachussetts
Ambherst SBDC

John Ciccarelli

MA, U.S.A.

Tel: (413) 545-6301

University of Pennsylvania
Wharton School of Business
Gregg Higgins *

Chairman of Resource Committee
PA, U.5.A.

Tel: (215) 898-1219

University of Nebraska SBDC
Bob Bernier

NE, U.S.A.

Tel: (402) 554-2521
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University of Kentucky

Janet Holloway *

Pres., Assn. of SBDCs

State Dir., Kentucky SBDC

225 Business & Economics Building
Lexington, KY 40506

Tel: (606) 257-7668

Fax: (606) 258-1907

University of South Carolina

Ernst N. Csiszar *
Visiting Assistant Professor of Management
Tel: (803) 777-5956

John G. Roberts *
Distinguished Lecturer in Management
Tel: (803) 735-1660

Susie H. VanHuss *
Professor and Program Director of Management
Tel: (803) 777-5962

College of Business Administration
Columbia Campus

Columbia, SC 29208

U.S.A.

USAID Projekt GEMINI

DLA Malych Przedsiebiorstw

George L. Metcalfe *

Gabinet Ministra

ds. Promocji Przedsiebiorczosci

ul. Litewska 2/4

pok. 43, Iip.

00-581 Warszawa

Poland

Tel/Fax: (4%-2) 628-78-40
¢28-28-90

U.S. Small Business Administration
Associate Administrator for

Small Business Development Centers
Monica Harrison *

409 3rd Street, S.W.

Washington, D.C. 20416

U.S.A.

Tel: (202) 205-6766
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U.S. Small Business Administration
Sky Records

2615 4th Ave.

Seattle, WA 98121

Vermont SBDC

Mr. Norris Elliot

State Director

University of Vermont
Extension Service

Morrill Hall

Burlington, VT 05405-0106
U.S.A.

Tel: (802) 656-4479

Washington State Business Assistance Center
Earl True *

Business Development Specialist

919 Lakeridge Way S.W.

Suite A

Olympia, WA 98502

US.A.

Tel: (206) 586-4854

Washington State University
Small Business Development Center

Terry Swasgerty, Pres. Elect. Assn. of SBDCs
State Director *

Carol Riesenberg, Assistant State Director
Virginia Campbell, Coordinator of Education & Public Relations
Terry Cornelison, Business Counselor
Butch Stratton, MIS Specialist
245 Todd Hall
Pullman, WA 99164

Tel: (509) 335-1576
Fax: (509) 335-0949
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“Wayne State SBDC

Dr. Raymond Genick *

Assistant Dean

240 Rands Building

School of Business

Protessional Development Division
Detroit, MI 48202

U.S.A.

Tel: (313) 577-4850

Women Venture (formerly CHART/WEDCO)
Kate Gudmestad *

President

2324 University Avenue

St. Paul, MN 55104

U.S.A.

Tel: (612) 646-3808

Women’s Business Development Center-IL
Helen Brown *

8 S. Michigan Street

Suite 400

Chicago, IL 60603

U.S.A.

Tel: (312) 853-3477

Woinen’s Business Development Center-ME
Ms. Lou Chamberlain

ME, U.S.A.

Tel: (207) 623-0065

Women in the Czech and Slovak Republics
Mari Novak, American Consultant in Prague *
Annetta Gergelova, Office Manager, Bratislava *
Kim Everett, PCV Envircament, Ostrava *

* Interviewed

(-
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GEMINI Working Papers: .
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I'l. "Data Collection Strategies for Small-Scale Industry Surveys." Carl Liedholm. GEMINI Working
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*15. "The Process of Institutional Development: Assisting Small Enterprise Institutioas to Become More
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$9.70

16. "Baseline Surveys of Micro and Small Enterprises: An Overview." Donald C. Mead, Yacob
Fisseha, and Michael McPherson. GEMINIU Working Paper No. 16. March 1991. $2.60

17. "Kenya: Kibera’s Small Enterprise Sector — Baseline Survey Report." Joan Parker and C. Aleke
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William Grant. GEMINI Working Paper No. 29. April 1992. $9.50

30. "‘Poverty Lending and Microenterprise Development: A Clarification of the Issues.” Mohini
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26. "The Development Impact of Financing the Smallest Enterprises in Indonesia." GEMINI Technical
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49c. "Assessing the Prospects for Small Enterprise Development in Kazakhstan." Kenneth Angell,
James J. Boomgard, Mohini Malhotra, and Robert A. Rodriguez. GEMINI Technical Report No. 49c.
December 1992. $3.90
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Tsita. GEMINI Technical Report No. 57. June 1993. [not for general circulation]
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Technical Notes:

Financial Assistance to Microenterprise Section:

*1. Series Notebook: Tools for Microenterprise Programs (a three-ring binder, 1 and 1/2 inches in
diameter, for organizing technical notes and training materials) and "Methods for Managing Delinquency"

by Katherine Stearns. April 1991. $7.50. Also available in Spanish and in French.

*2. "Interest Rates and Self-Sufficiency." Katherine Stearns. December 1991, $6.50. Also available
in Spanish and in French.



*3. "Financial Services for Women." C. Jean Weidemann. March 1992. $5.00. Also available in
Spanish and ir French.

*4. "Decsigning for Financial Viability of Microenterprise Programs." Charles Waterfield. March 1993.
$10.00 with diskette

*5. "Monetary Incentive Schemes for Staff.” Katherine Stearns, ACCION International. April 1993,
$3.80.

Nonfinanciai Assistance to Microenterprise Section:

*1.  "A Field Manual for Subsector Practitioners." Steven J. Haggblade and Matthew Gamser.
November 1991. $4.65. Also available in Spanish and in French.

*2. "Facilitator’s Guide for Training in Subsector Analysis." Marshall A. Bear, Cathy Gibbons, Steven
J. Haggblade, and Nick Ritchie. December 1992. $35.00

Field Research Section:

*1. "A Manual for Conducting Baseline Surveys of Micro- and Small-scale Enterprises." Michael A.
McPherson and Joan C. Parker. February 1993. $13.60

Special Publications:

*1. Training Resources for Small Enterprise Development. Small Enterprise Education and Promotion
Network. Special Publication No. 1. 1992. $11.00

*2. Financial Management of Micro-Credit Programs. A Guidebook for NGOs. Robert Peck Christen.
ACCION International. Special Publication No. 2. 1990. $19.00

*3. The ADEMI Approach to Microenterprise Credit. A. Christopher Lewin. Special Publication No. 3.
1991. $15.00

*4. Microempresas y Pequenias Empresas en la Repiiblica Dominicana. Resultados de una Encuesta
Nacionel. Miguel Cabal. Michigan State University and FondoMicro. Special Publication No. 4. 1992.
$9.00

*5. "GEMINI in a Nutshell: Abstracts of Selected Publications.” Compiled by Eugenia Carey and
Michael McCord. Special Publication No. 5. 1993. $10.00



Other Publications of General Interest:

I. "Expansion with Quality: Building Capacity in American Microenterprise Programs." Elisabeth
Rhyne. Development Alternatives, Inc. July 1993. $3.30.

Copies of publications available for circulation can be obtained by sending a check or a draft drawn on
a U.S. bank to the DAI/GEMINI Publications Series, Development Alternatives, Inc.. 7250 Woodmont
Avenue, Bethesda, MD 20814, U.S.A.
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