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Technlcal Asslstance and Tralnlng: What Dlfference Does It
Make? Bow Can it Be Done Effectively and Affordably? These were
the questions twenty-eight participants from SEEP Network agenc1es
met to address on October 13 at Cathol1c Rellef Servlces 1n New
York Our 1nterest 1n the quest10ns emerged from two related
challenges. The f1rst challenge was a self-1mposed one: the
Network has set for 1tself the task of exam1n1ng the maJor elements
that make for good small enterpr1se development wlth a V1ew to
1mprov1ng PVO performance. The second challenge was an external
one In recent years, the role of nonf1nanc1al asslstance as an
appropr1ate mechan1sm for small enterpr1se support has been
ser10usly quest1oned. Cr1t1cs, lncludlng such researchers as
Malcolm Harper and Peter K1lby, have cast doubt on the effectlveness
and cost-beneflt of these programs. And, the report of the World
Conference on Mlcroenterprlses,* whlle notlng the strong dlfferences
held by the partlclpants, lndlcated that "no general hard eVldence
has emerged that beneflclarles of programs [provldlng technlcal
asslstance and tralnlng) perform better II At the same tlme, the vast
maJor1ty of programs, partlcularly among NGOs, contlnue to provlde
1ntegrated packages of f1nanclal and nonflnanclal asslstance.

What, then, lS the reallty? What can an examlnat10n of PVO
exper1ence tell us?

It lS aga1nst thlS backdrop that we convoked the October 13
seSSlon, v1ewed as a flrst step 1n pool1ng together PVO experlence
wlth nonf1nanc1al ass1stance. The obJectlves for the meet1ng were:

- to conslder current strateg1es and thelr capac1ty to address
key lssues such as focus, cost effect1veness, sustalnablllty,
scale, and policy lmpact,

- to 1dent1fy crlterla for effect1veness 1n th1S area, and

- to explore how we can cooperate to 1mprove PVO programs

* Levltsky, Jacob Summary Report of the Commlttee of Donor
Agenc1es for Small Enterp~lse Development, World Conference on
M1croenterpr1ses, June 6-9, 1988, pp 18-19
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METHODOLOGY

The methodology we adopted to begln our exploratlon of the
subJect contalned the followlng elements:

(1) We lnvlted SEEP member agencles to present worklng papers
focusslng on a number of lssues lmpact, cost-effectlveness,
achlevlng scale and pOllCy lmpact, etc. Elght members responded
posltlvely to thlS request. Thelr contributlons lncluded

• Meg Bowman, Cost Effectlveness: measur1ng the lmpact of
tralnlng and technical assistance

AllCla Rltchle and James Cawley, Non-Flnanclal Asslstance to
the Small Enterprlse Sector' The IVS/Caribbean Program

· stephen H Gross, ACClon Afflllates' Approach to Technlcal
Asslstance and Training. what difference does it make? How
can it be done effectively and affordably?

ErlC Hyman, ATI's Macro-pollCY Act1vlt1es as Non-Flnancial
Asslstance

· Suzanne Klndervatter, From Effectlveness to Eff1clency: The
Challenge of Scale 1n Assisting Rural Women Pre-Entrepreneurs

• Fernando Cruz-Villalba, Techn1cal Ass1stance and Tra1nlng'
Br1ng1ng the MBA to the Barrio

Lawrence Yanovltch, Seeklng to Balance Effect1veness,
Efflc1enc and Affordahilit in Small Enter rise Mana ement
ExtenSlon: T e Case 0 CRS/Tunlsla

Hugh C. Allen, Technical Ass1stance Train1ng' what
D1fference Does It Make? How Can It he Done Effect1vely and
Affordahla? CARE'S Experience in promoting Stove Manufacture
in the Su an

These papers were circulated to all part1c1pants and the
resource people prlor to the seSSlon, and served as the lnltial
"database" for our discussions. The guidel1nes suggested for the
presentatlon of the papers, and the papers themselves are 1ncluded
1n the Appendlx.

(2) Cheryl Lassen, a small enterpr1se spec1al1st well known to
SEEP members, was 1nvited to make a keynote address to the
part1c1pants present1ng, from her perspect1ve, the maJor lssues PVOs
need to confront 1n prov1d1ng nonf1nanc1al ass1stance. Her remarks,
"Non-Cred1t Asslstance to Small Enterpr1ses W1ll 1t SurV1ve? Can
1t Flourlsh?" are also 1ncluded, 1n full, 1n the Append1x.

(3) Professor Bishwapr1ya Sanyal, Ford Internatlonal Assoc1ate
Professor 1n the Department of Urban Stud1es and Plann1ng at the
Massachusetts Inst1tute of Technology, reviewed the papers and
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prov1ded a commentary on the 1ssues he found 1n them H1S remarks,
and those of Cheryl Lassen, served to provoke and glve d1rect1on to
the d1Scuss1on Wh1Ch occurred dur1ng the work1ng seSS10n

(4) Dur1ng the day, part1c1pants met 1n small groups
1n plenary to d1SCUSS the 1ssues ra1sed by the papers and
people, and to suggest next steps 1n th1S study process
of the1r comments 1S 1ncluded below.

THE ISSUES - AS SEEN IN THE KEYNOTE AND COMMENTARY

tW1ce and
resource
A summary

Cheryl Lassen opened her remarks by acknowledg1ng the value of
nonf1nanc1al ass1stance, 1tS necess1ty when trylng to reach very
poor people At the same tlme, the donor and practlt10ner communlty
lS so caught up w1th credlt approaches that she fears that
alternatlves may dIsappear from the gene pool. How can they be
valued aga1n? The answer to that lles 1n developIng an approprIate
response to the pOI1Cy context of today-one marked by economIC
rat1onal1sm and the reduct10n of a1d flows. W1th1n that context,
PVOs are faced w1th three challenges (1) reachlng the poorest
(the1r socIal mandate), (2) prov1d1ng serV1ces that are effect1ve
1n develop1ng econom1C act1vlty among hlgh rIsk benefIclar1es; and
(3) decreaslng dependence on foreIgn aId PVOs can meet these
challenges by developlng more "competlt1ve" approaches to
nonf1nanC1al asslstance, that are needed, affordable, achleve a
certaIn level of vIs1ble benef1ts, and are flnanclally v1able.

How can th1S be done? Cheryl offered a ser1es of
prescr1ptlons

( 1 ) BegIn wlth a strong V1Slon of what
want to be several years from now.
1nclude an understandlng of who we
and a commItment to vlablllty from

IS needed and where we
ThIS V1SIon should

want to serve and how,
the outset.

(2) Develop management systems that wIll promote a results
orIentatIon by enabllng you to

- Ident1fy and track beneflts, both quantItatIve and
qualItatlve,

- proJect and then gather lnformatlon regardIng management
Indlcators such as clIent load, cost per un1t of benefIt,
cost recovery and cost control,

- Introduce and succeed at generatIng user fees,

- develop dIfferentIated tracks of serV1ce delIvery for
dIfferent cl1enteles,

- adopt a "portfolIO mentalIty" as a way to reduce the
rIsks Inherent 1n servIng only the poorest, and

- Increase the scale of operatIons over tIme to generate
suffIcIent revenue to susta1n a program.
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Cheryl also noted that programs evolve, and that performance
standards are requ1red for each stage of the1r development. Her own
exper1ence has been to allow 5-7 years for the ach1evement of "a
package of effect1ve, eff1c1ent and affordable serV1ces, and a local
organ1zat1on that can del1ver them on an on-go1ng bas1s. That lS
not to say that all SUbS1dy should be removed," but grants should be
requ1red at much lower levels F1nally, Cheryl concluded her
remarks by present1ng a Checkl1st of Var1ables for Program and
Econom1C V1ab1l1ty part1c1pants were asked to rate themselves on
each of the 15 1tems 1ncluded on the llSt. The checkl1st lS
1ncluded 1n the append1x w1th the full text of Cheryl's remarks, and
a tabu1at1on of part1c1pants's responses lS also 1nc1uded 1n the
last sect10n of th1S paper.

B1shwapr1ya Sanyal prefaced h1S remarks w1th the comment that
"read1ng the papers was 11ke deJa vu, 11ke read1ng somethlng I had
read before " And he proceeded to ldent1fy a number of lssues WhlCh
he felt were the same ones ralsed durlng the 1950's - 1960's In the
11terature regardlng the economlC development of Thlrd World
countrles. These 1ssues 1ncluded:

(1) a stress on f1rms d01ng well; he called thlS a modlfled
tr1ckle down demonstrat1ng the 10glC that, lf you help a
h1gher group, the people on the bottom wlll beneflt.

(2) a focus on the 1nternal constralnts of flrms versus
external constra1nts. He saw thlS as slml1ar to the
concept of the "irratlonal peasant" ldentlfled by 50's
wrlters who emphaslzed tralnlng as a road to modernlzatlon

(3) a stress on efflclency/cost-effectlveness. In the 1950's
many government proJects were evaluated on these grounds,
motlvated by a concern for scarce resources.

(4) a 11nkage wlth government and a need to lnfluence p011Cy.

(5) a stress on the value of a "new" methodology· cost-beneflt
ana1ysls. In the 1950's there was great falth In the
predlctlve power of these tools Thelr "sclentlflc,
neutral" qualities were valued

He contrasted all these posltlons, WhlCh he found In the
papers, wlth the notlons of the 1970's WhlCh emphaslzed, lnstead,

(1) reachlng the poorest of the poor, and an emphasls on equlty
and baslc needs: supportlng buslness growth had not
resulted In trlckle down, so a dlrect approach was called
for.

(2) changlng external contralnts, laws and regu1atlons, such as
prlclng, that make lt dlfflcu1t for the poor to beneflt.
ThlS was based on the bellef that people do manage thelr
productlon and consumptlon very well In terms of what they
have

(3) deflnlng efflclency as soclal efflclency. Something, such
as equlty, that starts out expenslve can work toward soclal
efflclency ln the long run
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del1nklng from government. Governments, seen as agents of
change 1n the 50's, were vlewed as maJor barrlers to
change There was a dlsenchantment wlth autocratlsm
Nelther democracy nor capltallsm were flour1sh1ng so a1d
agenc1es tr1ed to bypass the bureaucracy and go stra1ght to
the grassroots.

a reJectlon of technocratlc methods. Academlc clrcles
currently glve llttle leg1t1macy to cost-benef1t analys1s
The calculatlons are very hard to make and prov1de llttle
"real" 1nformat1on Academ1cs are now seek1ng new methods,
such as lnstltutlonal analysls, a1med at generatlng a
detalled knowledge of how to unfold a process, of what
changes occur when you attack certaln blockages

B1Sh asked "why are we return1ng to the old notlons?" There
needs to be an understandlng of the trade-offs, d1lemmas you face
when you try to be cost-effectlve The comparat1ve advantage of
PVOs has always been dlfferent than that of governments and large
donors The1r v1rtue has res1ded 1n the1r capac1ty to achleve
equ1ty, to exper1ment and to be flex1bly responslve (rather than
hamstrung by accountab111ty) 1n the1r approaches to del1ver1ng
serV1ces If PVOs have not been as cost-effectlve as they could be
1n prov1d1ng nonflnanc1al ass1stance, are there not rat10nal bases
for the cholces they have made, much llke the "lrrat1onal peasants"?
A more powerful understandlng of PVO efforts 1n provldlng
nonf1nanc1al ass1stance could be achleved by study1ng why certaln
cho1ces have been made at certaln moments 1n the evolutlon of
programs.

B1Sh also ralsed another set of questlons regardlng the papers.
In hlS mlnd, they dld not adequately address

- the SUbsld1zatlon of technlcal asslstance. Why are not
cllents paylng for these serVlces? Is lt not a market-drlven
need? Is lt not glven In the way they need 1t?

- when technlcal aSSlstance 1S requlred, and 1n what sequence
w1th credlt.

- whether an 1ntegrated approach lS actually necessary. The
eVldence support1ng slngle focus 1nterventlons stlll remalns
strong to h1m.

- how programs can respond to the varY1ng needs of dlfferent
cllents, bus1nesses, countrles, etc.

- how traln1ng the staff of lntermedlary organlzat1ons can be
done ln a manner that wlll motlvate thelr contlnued
partlclpat10n In development, rather than pr1vate enterprlse
He also noted that tralned promoters can become lmportant
stakeholders for the klnd of soclal and economlC programs we
conduct and can advocate greater support for them wlth1n
thelr countr1es.

Part1clpant response to both Cheryl's and B1Sh's remarks wlll
be summarlzed below.
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THE ISSUES - AS SEEN BY THE PVOS

The e~ght papers presented at the workshop reflect a d1verse
array of proJect exper1ence, 1ssues, and wr1t1ng styles Each
presents an 1nterest~ng case worthy of study and dlscusslon 1n 1tS
own terms At the same t~me, a careful read1ng of them together
reveals a number of common 1ssues whlch can be summarlzed around
four maln themes: Effect1veness, Eff1c~ency, work1ng through
Intermed1ar1es, and Pollcy Impact what the papers reveal regard1ng
these themes, and what the d1scussants contr~buted to them on the
13th, wlll be summarlzed below.

Effectlveness

More than anythlng else, the papers clearly convey the depth
and breadth of lmpact PVOs seek to achleve wlth thelr technlcal
ass1stance and tra~nlng. A llstlng, extracted from them, conta~ns

25 crlter1a under four separate head~ngs: BUSlness Performance,
Econom1C Impact, Soclal Beneflts, and Instltutlonal/Policy Benefits
wh1ch PVOs use to Judge the effectlvenss of their efforts (See the
chart, WhlCh follows for the full llst). Of course, each proJect or
agency does not use them all, but ln most lnstances, PVOs are, as
Cheryl suggests, seeklng to achleve a broad array of quantitative
and qua11tatlve beneflts 1n thelr work

As they do thlS, partlclpants noted that not all targetted
benef1ts are achleved at the same tlme. They are obtalned ln
stages It also takes some experlmentatlon to learn what approach
w1ll result In s1gnlflcant lmpact, when and how One dlscussant
commented that ln lmplementlng mlcro enterprlse programs, we are
often the learners and the mlcro-enterpreneurs are the teachers. It
takes tlme to learn how to be effectlve. Yet donors pressure
agencles to produce from the beglnnlng There needs to be a better
appreclatlon of program evolutlon and how thlS relates to lmpact.

In addltlon, partlclpants took a cue from B1Sh's observatlon
regardlng tradeoffs, and noted that not only are there tradeoffs
between effectlveness and efflclency, but between dlfferent types of
beneflts as well. Two examples serve to lllustrate the pOlnt.

Technoserve has confronted an lnstance ln Kenya where the
soclal beneflts lmpllclt ln a tlle makIng cooperatlve are belng
undercut by a need to achleve economlC vIabIlIty 1n a sltuat10n of
unsure markets.

CRS has been lnvolved wlth another group 1n the Oom1nlcan
Republlc where the economlC has bowed to soclal development Upon
recelvlng a request from a local group for grant funds to support a
cooperatIve bakery, CRS suggested a market study to determlne better
the flnanc1al feaslb1l1ty of the endeavor, and the capaclty of the
group to manage a loan rather than grant. The market study was
completed SIX or seven months later, and the beneflclarles took
almost one year to revIew the results. (The group's promoter read
the 30-40 page document to the beneflclarles page by page and
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TABLE 1

PVO CRITERIA FOR NONFINANCIAL ASSISTANCE PROGRAMS

Effectlveness Crlterla

Business Performance
Vlabllity/Sustalnability
Profits
Sales
Product Development
Assets
Reinvested Earnings
Improved Management Practlces

Economic Impact
Employment
Productlvlty
Enterprise Repllcabll1ty
Improved Local Economy
Backward/Forward Linkages
Scale (numbers of clients,

levels of production)

Social Beneflts
Declslonmaklng
Family Income Increases
Family Income dlrected to food,

clothing, home Improvement,
educatlon

Access to PubliC SerVlces
Control over Quallty of Llfe
Partlclpatlon for Marglnal1zed Groups
Community Solldarlty

Instltutlonal and PoliCy Beneflts.
Impact on NatIonal PolICy Envlronment

for Rural Enterprlses
Reglonal/Commodlty Sector Policy/Impact
Instltutlonal POllCy Impact

- Influence on banks and technlcal
support organlzatlons

- formatIon of local affiliates
and governlng structures

Program Vlablllty
Program Repllcablllty

Efflclency Crlterla

Cost Per Enterprlse Asslsted

Cost per Net Economic Benefits
(farmers Income,
enterprise lncome, salarles
and wages)

proJected over 10 years

Cost per Benefits
(proflts, employment,
Investment)
- achieved at end of

proJect period

Cost per Job Created

Productlon Efflclency
Cost per Output
Prlce per Unlt

Cost Recovery

IncreaSing Scope
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encouraged dlScusSlons } The group flnally accepted the loan. The
tradeoff was over a year of foregolng potentlal lncome whlle galnlng
group coheslveness The beneflclarles felt that the group would be
stronger as a result of the process and better able to beneflt from
the proJect

Beyond suggestlng the range of beneflts agencles seek, the
papers reported some eVldence of the type of lmpact technlcal
asslstance and tralnlng efforts can achleve

_ CRS/Tunlsla's management asslstance effort resulted In
lncreases of $16,700 In sales and $27,400 In wages for
ass1sted flrmsi

_ Technoserve's cost-effectlveness rat1ng tool has found that
65% of analysed proJects were v1able, prof1table bUS1nesses
del1very f1nanclal beneflts beyond what Technoserve had
lnvested,

- CARE's Sudanese Stove Manufactur1ng ProJect produces and
sells 1,000 eff1clent charcoal-burn1ng un1ts a month, lS
cont1nu1ng to grow In scope, and lS expected to have a
conslderable lmpact In sav1ng trees and reduc1ng pressure on
the seriously damaged envlronmenti

- OEF/Internat1onal's Central Amer1ca program has demonstrated
a range of economlC and soc1al beneflts. Of 1tS 325
part1c1pants, 88% generate a prof1ti 66% have 1ncreased
sales (45% by 100% or more), 67% have doubled thelr assets;
88% of households 1ncreased thelr 1ncomes, 88% of women now
partlc1pate 1n maJor household dec1s1ons, etc.

- IVS's Car1bbean program was Judged by 1nternal and external
evaluatlons to have contr1buted slgn1f1cantly to the
development of over 150 local organ1zatlons and small
businesses 1n the reg1on, part1cularly ass1st1ng local
organ1zat1on 1n the areas of adm1nlstrat1ve systems,
financ1al plann1ng and management, and staff tra1n1ng.

In addlt1on, wh1le not p~ov1d1ng spec1f1c data, 11 respondents,
represent1ng 15 ACC10n aff1lldtes, reported in answer to a
questionnaire, that train1ng is an 1mportant and effect1ve component
of their overall program. The1r nonf1nancial ass1stance efforts
also 1nclude tax semlnars, microenterpr1se expos1t1ons, llcenslng
procedures, format1on of m1cro1ndustr1al chambers of commerce,
publ1C educatl0n, legal serV1ces, reproduct1ve health care,
marketing assistance, group purchase of raw mater1als, llteracy
courses, and organ1zat1on of assoc1at1ons. The r1chness of th1S
exper1ence lS reveal1ng 1n-a program best known for 1tS h1ghly
successful cred1t programs.

Another lssue Wh1Ch the papers reflect, aga1n also noted\by
Cheryl Lassen, lS the extent to Wh1Ch effect1veness depends on the
appropr1ate match1ng of cl1ents and serV1ces:
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- OEF/Internatlonal reports that there 1S a mln1mum threshold
of household resources necessary for the success of
mlcroenterpr1se actlvltles, although much lower than many
would have antlclpated.

- CARE found that medlum-scale producers were more approprlate
cllents for technology transfer.

- CRS reports that management asslstance becomes 1ncreaslngly
press1ng as the Slze and complexlty of the operatlon
1ncreases, more llkely at the medlum scale

Whlle not a full typology, these lnstances reflect a nuanced
understandlng of the role of nonflnanclal asslstance, and the need
to match serVlces and cllents approprlately Partlclpants stressed
that we need to better develop thlS understandlng, and the
sequenclng of serVlces as well. To lllustrate, lt was noted that
the cllents' cultural background plays an lmportant part In decldlng
whether technlcal asslstance should precede credlt or Vlce-versa.
When cl1ents percelve llmlted optlons, then upfront tralnlng may be
needed to expand thelr V1Slon

Dlscussants also noted that the sequenclng of serVlces to
achleve greatest lmpact does not necessarlly lmply that one agency
be competent In provldlng all serV1ces. Fully recognlzlng the
dlfflculty of lntegratlng dlstlnct agency efforts, some partlclpants
saw the posslblilty of bUlldlng upon the comparatlve advantages of
each In offerlng flnanclal and nonflnanclal support ThlS may
obvlate one potentlal confuslon between the roles of tralner and
loan collector, Wh1Ch has been experlenced by at least one agency to
the detr1ment of a partlcular proJect effort.

Efflclency

If anythlng, the maJor crltlclsm agalnst nonflnanc1al
asslstance programs has been that the beneflts achleved do not
compensate for the costs lncurred Here, the papers demonstrate the
serlOUS concern agencles have wlth thlS lssue, the efforts they have
made to address lt, and extent to WhlCh they have yet to go

Once agaln, the papers present a set of crlterla agencles use
to assess the efflclency (and cost-effectlveness) of thelr efforts
These cr1terla are also lncluded on the chart found on page 7. They
range from the slmple lndlcator of cost per enterprlse asslsted to
cost per beneflts, per Job, per output, etc.

Each of these measures has certaln value and certaln
llabllltles as well. One partlclpant noted that donors have less
lnterest In the longer term cost per net beneflts, and much more In
the dellvery lndlcator of cost per partlclpant served ThlS
short-term Vlew puts programs wlth heavy up-front costs at a
dlstlnct dlsadvantage desplte the ultlmate level of beneflts that
may be achleved.
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Partlclpants also echoed B1Sh Sanyal's crltlclsm of
cost-beneflt tools, notlng the lnherent dlfflcultles In achlevlng
accurate lnformatlon In a further clarlflcatlon of hlS posltlon,
B1Sh noted that desplte these problems, the tools stlll can serve a
useful purpose

- as a learnlng tool for PVOs and cllents, enabllng them to
develop an approXlmate understandlng of the costs and
beneflts of thelr efforts, and

- as a means of communlcatlon wlth fundlng sources, who Vlew
agencles comfortable wlth these tools and language as
competent program lmplementors.

Desplte the dlfflcultles, when 1t actually comes to )Udg1ng
cost-effect1veness, the papers demostrate that the agenc1es have
been able to use the tools to verlfy real ga1ns

- CRS 1n Tun1S1a achleved benef1ts ten tlmes the cost of the
consultancy prov1ded dur1ng Phase I, and there lS some
lndlcatlon that the beneflt-cost ratlo w1ll reach 148 1 among
flrms asslsted durlng Phase II. The cost per Job created was
$800

- Technoserve reports beneflt-cost ratlos of 1 75 to 29.25 for
ltS evaluated buslnesses when proJected over a ten year
perlod

At the same tlme, costs per asslsted buslness often remaln
hlgh, especlally durlng the early years of a program.

- CRS/Tunlsla expended $2,900 per asslsted buslness durlng the
two years of Phase I, and $2,275 durlng the two years of
Phase II

- OEF/Costa Rlca expended $4,070 per bus1ness durlng a Phase I
perlod of three-four years.

In both cases, targets for the next phasp are much lower
$1,550 per mlcrobuslness and $750 per small/m{adium buslness for CRS,
and $503 for OEF. These proJected targets aru based on reflnements
In methodologies and management systems lntroduced wlth the learnlng
that came from prevlous experlence, and 1n lncreaslng the cllent
base.

The challenge of reduclng costs remalns a formldable one for
PVOs. One partlclpant noted that to achleve economles of scale,
programs cannot be small. They much reach a hlgh volume. Few
agencles have yet reached the pOlnt where they have enlarged the
scale of thelr efforts to a cost-efflclent level.

Some cost-cuttlng measures can also carry wlth them the
tradeoffs clted by 81Sh. partlclpants noted that uSlng a group
focus to provlde technlcal asslstance can sometlmes dllute the
content and demlnlsh ltS value for lndlvldual rec1plents. The
appllcatlon of user fees results In a self-selectlon of the cllent
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group that bars the smallest and poorest producers from beneflttlng
We need to better understand and del1neate these tradeoffs as we
develop our programs and present them to our donors

A f1nal dllemma posed by cost recovery relates to the role of
lnternat10nal 1nstltutlons and thelr local agenc1es, and between the
local agenc1es and the1r cl1ent beneflc1ar1es w1th regard to thlS,
one group noted the follow1ng compl1cat1ons:

- Internat10nal agenc1es, such as CARE and CRS, have a
well-known h1story of prov1d1ng a1d at no cost Changlng
th1S modus operand1 1n small enterprlse programs requ1res
that the agency, 1tS counterparts, and beneflc1ar1es cross a
"psycholog1cal dlvlde" WhlCh 1nvolves avold1ng paternal1sm,
ln1tlatlng programs wlthout dependency, belng w1lllng to say
no to provldlng certaln serVlces and to uSlng sanctlons when
benef1clalres do not pay

- Whose costs are to be covered must also be carefully studled
Should cost recovery try to support both the local
1nstltutlon and the lnternatlonal agency? If the latter
needs to draw conslderable overhead from the local proJect,
thlS can result In a moral dllemma where the "per1phery lS
relled on to feed the center " Donors and PVOs need to be
clear about what costs can approprlately be recovered
locally.

Flnally, partlclpants agreed wlth Cheryl's poslt1on that,
between the local agency and cllents, dependency can be_ avo1ded and
cost recovery enhanced 1f cl1ents are chosen carefully, fees are
enforced, and tralnlng and technlcal asslstance carefully tallored
to a user's needs

Asslstance to Intermedlarles

Apart from the lssues lnherent 1n cost recovery V1S a V1S
1ntermedlarles, the PVOs recognlze a serles of other concerns as
well Techn1cal asslstance and tralnlng are not only provlded ,to
small enterprlses. They are also given to local orqanizatlons
WhlCh, In turn, are expected to support m1cro and small bus~ness
cl1ents -

Two of the papers, those reportlng on IVS and the Counell for
Internat10nal Development, expllcltly addressed the questions of how
PVOs work to lnstall capaclty at that level, and the lssues that lt
ralses. In addlt1on, several of the other papers mentlon the role
of lndlgenous organlzatlons 1n the deslgn and lmplementatlon of
the1r programs. There lS the clear recognltlon that the
effectlveness of nonf1nanclal asslstance depends on the Sklll and
sustalnablilty of the local organ1zatlon

In worklng wlth them, PVOs face a number of challenges:
developlng approprlate traln1ng for promoters and managers of small
enterpr1se support lnst1tutlons; strengthen1ng admlnlstratlve
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systems, flnanclal plannlng and management, lncreaslng
organlzatlonal performance and serVlce dellvery, lncreaslng the
profltablilty or flnanclal vlablilty of the local lnstltutlon

Partlclpants noted that one cruc1al step 1n developlng
susta1nable programs was select1ng a prom1s1ng local lnst1tut1on
w1th WhlCh to work. ACC10n has developed an "lnstltutlonal prof1le"
Wh1Ch 1dentlf1es, among other thlngs, the qual1ty of the
1nstltutlon's buslness focus and ltS V1S1on for growth and
expans1on. Other organlzatlons prefer to help establlsh a new
lnstltut1on, but bas1ng 1t very f1rm1y on local d1rect1on and
support 1101, for example, gathers together a comprehenslve group
that lncludes bus1nessmen, clergy, and other key leaders WhlCh, In
turn, nomlnate a local board of dlrectors responslble for program
p011Cy, crlterla and fundralslng.

Dlscussants also clted the lmportance of clear, lnltlal
groundrules upon WhlCh to establlsh relatlonshlps, and of the
lnternatlonal agency ltself havlng capaclty to asslst In the
establlshment of sustalnable programs. Speclflcally wlth regard to
flnanclal vlabll1ty three examples were provlded:

- CARE makes techn1cal packages ava1lable to local agencles
that they can use to generate 1ncome for the1r local efforts,

- OEF/lnternat1onal ass1sts 1tS local agenc1es 1dentlfy donors
and obta1n resources, and

- OICI has developed a resource development manual for 1tS
local board and staff members conduct1ng workshops 1n
strateg1c plannlng, donor cultlvat1on, concept paper and
proposal wrltlng

POllCy Impact

Only one paper, that reportlng on ATI, presented a PVO
experlence In attempt1ng to shape government pOI1Cy ATI has seen
thlS work as an lmportant element of 1tS nonflnanclal asslstance and
has pursued a strategy which included the development of a bouk of
case studles, the commisslonlng of other studles, and the
organlzatlon of a serles of reglonal semlnars on mlcroenterprlse
development. In addltlon, staff have examlned the connectlon
between micro-level proJects and macro pollcles In thelr own fleld
program of demonstration proJects. It lS expected that In the
future, macro-pollCY activlt1es wlil comprlse 5-10% of ATI's
program

The effectlveness of these efforts can be part1ally Judged by
the extent to WhlCh governments have been recept1ve to the sem1nars,
by the poss1ble role ATI wlil play 1n provld1ng further techn1cal
asslstance to several countr1es that agree to lmplement reforms, and
the spec1flc changes WhlCh have occurred 1n conJunct10n w1th
demonstratlon proJects.
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There was l~m~ted t~me to explore to what extent ATI's approach
~s appl~cable to other PVOs, or ~n what other ways PVOs have a~med

to ~nfluence pol~cy. But two po~nts were made. The f~rst

~dent~fled another approach to pol~cy ~mpact It was noted that
ACClon has a publlC relatlons department assoc~ated wlth each
program whose task lS to make the program known to a broader publlC,
and In turn to generate support and pol~tlcal lnfluence

The second pOlnt was a cautlon regard~ng the role of expatrlate
NGOs One partlclpant suggested that lt may not be approprlate for
lnternatlonal agencles to be seen as lnfluenclng pOI1Cy But act~on

could be encouraged through local NGOs or organlzatlons of small
buslness people.

A fuller treatment of the subJect of pOI1Cy lmpact remalns for
a future SEEP seSSlon on the subJect, targetted for early 1989

CONCLUSIONS

The flrst statement that needs to be made lS that the worklng
sess~on was not a day for closure. There were too many ~ssues, too
much materlal, and too llttle tlme to do more than get a sense of
where the partlclpants stand on many of the questlons related to
nonflnanClal asslstance. Nevertheless, a number of tentatlve
conclus~ons emerged lnclud~n9 the followlng:

(1) There was afflrmatlon that nonflnanc~al aSS1StanCe
approaches can be valld and effectlve strateg~es for small
enterprlse support. The eVldence from the papers and
anecdotal eVldence offered by partlclpants provlde support
for the assertlon that technlal asslstance and tra~nlng can
make a dlfference

At the same t~me, there lS clear reC09n1t~On that the case
has not yet been made. We need to develop more concrete
eVldence regardlng ltS effectlveness, drawn from an
examlnatlon of a larger number of cases

(2) In pursulng these strategles, achlev~ng ~mpact has been the
prlme cons1deratlon, and management/cost effectlveness
concerns have often taken second place. The emphasls on
eff1clency, Wh1Ch B1Sh Sanyal saw 1n the papers, d1d not
represent an abandonment of the struggle to be effect~ve
reachlng very poor people 1n responslve and lnnovatlve
ways Rather, as one partlclpant expressed, ~t

demonstrates an evolv~ng concern as our experlence has
grown, and one on Wh1Ch much work yet needs to be done

(3) In pursulng program vlablilty, agencles should adapt some
of the management approaches now more assoc~ated wlth
cred~t programs, and dev1se other more appropr~ate ones



- 14 -

Respondents to Cheryl's qUlck survey of practlces reported that
most agencles evaluate thelr fleld work, calculate cost per serVlce,
account for who beneflts and how Nevertheless, fewer responded
posltlvely to some of the more crltlcal practlces almed at flnanclal
vlablllty Less than half have a plan for coverlng recurrlng costs,
charge user fees, or nuture local boards that can ralse funds
(Please see the chart Wh1Ch follows for greater detall).

(4) Agenc1es should pursue both effectlveness and efflclency
alms 1n nonflnanclal asslstance programs, w1th a full
understandlng of the tradeoffs WhlCh need to be confronted.
part1c1pants acknowledged the lmportance of B1Sh's comments
1n hlghl1ghtlng the role these tradeoffs play 1n achlevlng
certa1n outcomes. Thelr resolutlon, 1n spec1f1c 1nstances,
may not always lead to the most cost-effect1ve model, but
one wlth a hlgher level of quallty and responslveness to
poorer cllents.

Flnally, partlclpants recommended three steps for future
actlon These are

- further learnlng and documentatlon regardlng how nonflnanclal
asslstance proJects can ach1eve both effect1veness and
efficlency: the tradeoffs they must meet, the costs and
beneflts, the stages of development, appropriate matches
between cl1ents, context, and serV1ces. Th1S study could
take the form of a longer-term part1clpatory research effort

- the establlshment of a worklng group on management methods
and approprlate approaches to valulng benef1ts and costs
The worklng group could ldent1fy and document what lS
currently belng done as well as suggest 1mproved procedures,
and

- the 1n1t1at1on of a "Resource Reg1ster" to gather current PVO
mater1als related to the ser1es of tOp1CS touched upon dur1ng
the meeting. ThlS data gatherlng could support the work
1mpl1ed in the flrst two steps and serve as a means for a
cont1nulng exchange of lnformatlon among part1c1pants of the
October 13 meetlng.

These recommendations are currently be1ng cons1dered by the
SEEP Steering Commlttee with a Vlew to determlnlng how best they may
be lmplemented. Whatever form they flnally take, 1t 1S certa1n that
the issues discussed on October 13 have sparked a responslve chord
1n the membershlp and wll1 rema1n on the agenda for some t1me to
come



- 15 -

TABLE 2

SCALE OF VARIABLES FOR PROGRAM AND FINANCIAL VIABILITY

% "YES"

27% 1 Local board of dlrectors that are prepared to ralse
funds, both 1n expectat10ns and techn1que

35%

44%

2 User fees

3 D1fferent tracks of serV1ce that vary 1n lntenslty and
cost Presence of a cheap, extens1ve way to lntroduce
1nnovatlon as well as 1ntens1ve track(s)

47%

52%

4 A plan for f1nanc1al vlab1l1ty and how to cover
recurr1ng costs over the long term.

S Per1od1c analys1s of what SUbS1dy lS used for and 1tS
relat10n to SOC1o-econom1C value added

63%

65%

6. Regular report1ng of local earn1ngs and percentage of
f1nanc1al self suff1c1ency.

7 Strateg1c annual plann1ng that encompasses the maJor
var1ables of a serV1ce del1very system, 1ncludlng scope,
cost per un1t of benef1t and 1mpact targets

68% 8 Program account1ng for benef1ts and 1mpact
of the value added of benef1ts

Calculat10n

71% 9 Analysls of the portfol1o of users, and measures to
manage risk of startlng and developlng economlC
actlvlty. (Especlally wlth rlsky cllenteles,
actlvltles, or contexts).

74% 10 Post-servlce monltor1ng to see that those who rece1ve an
NFA serV1ce have used It effectlvely.

76% 11 Analysls and documentatlon of who beneflts, how much and
at what costs Strateglc plannlng about thlS

78% 1Z. When expatrlate management personnel are used, clear
agendas and t1metables for local 1nstltutlonal1zat1on.

~

13 A proflle of who can use the serV1ce product1vely ID
of the Skllls, tra1ts, assets, exper1ence levels, and
other resources to use ass1stance effect1vely
Def1nlt~on of ce1l1ngs and floors for el1glblllty

79% 14 Calculatlon of cost per serVlce

78%

90% 15. Perlodlc evaluatlon of technlcal ass1stance and the
1mpact of the parent (US) PVO, both programatlcally and
flnanclally, on the f~eld program

(Based on responses of 19 US PVO representatlves who are
members of the Small Enterprlse Educat10n and Promot1on
Network 10/13/88)
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1 The Pol1c1es that Are Squeez1ng Many PVOs

Macro-pollcy change occurs ln degrees, much llke a huge wave that
envelops us rather than a bolt of llghtenlng Because pOI1Cy change
'envelopes' rather than 'Jolts', the challenge for 1mplementors 1S
to recognlze lt and respond to 1t ln tlme The ways ln WhlCh PVOs
develop methodologles, evolve management systems, change cost
structures and bUlld resource bases requlre tlme (12-30 months) to
set In motlon. If somethlng grows to a large swell of need, and
donor expectatlon/pol1cy, wlthout a sufflclent response on the part
of PVOs, we'll flnd lt constrlctlng and squeezlng away PVO vltallty
to create more and better programs. ThlS 1S what lS happenlng In
the small enterprlse fleld where more affordable approaches that
show greater potentlal to dellver some beneflts to a wlder number of
producers and to rotate resources or generate resources locally ln
dOlng so are replaclng models that are less cost and serVlce
competltlve

For example, a pOI1Cy wave that has been bUlldlng dur1ng the Reagan
Admlnlstrat10n years lS economlC ratlonallsm ThlS has translated
lnto a reductlon of development ald flows, lncreased requlrements to
match USG grants wlth prlvate funds, and 1ncreased expectat10ns for
cost efflclency. Today In 1988, us PVOs are faced wlth a trlple
challenge of 1) reach1ng the poorest (WhlCh 1S the soclal mandate of
most PVOs), 2) provld1ng serV1ces that are effectlve In developlng
economlC actlvlty among hlgh rlsk beneflclarles, and 3) decreaslng
dependence on fore1gn ald It no longer sufflces to accompl1sh one
or two of these challenges we have to show progress In all three,
and to prove It!

2. Can Non-Credlt ASslstance Survlve?

The answer lS yes, so long as lt lS cost and serVlce competltlve
There lS wldespread acknowledgement that credlt lS necessary but not
sufflclent for the development of small enterprlses However, a
pauclty of gUldellnes and methodology eXlsts about how non-flnanclal
ass stance can be provlded 1n ways that are cost and serVlce
competltlve I be11eve thlS lS posslble, but the key to dOlng 1t lS
to concentrate 1n both the des1gn and lmplementatlon phases of a
program on a model for vlablilty that lS, to avold dellverlng
serVlces wlthout thlnklng early on of conslderatlons about scope,
cost, level and purpose of SUbSldy, local revenues, and eff1c1ency
That lS, I belleve many programs of non-flnanClal asslstance to
small producers (productlon tralnlng, management consultlng,
appropr1ate technology, or the very necessary "lntergrated" programs
that comblne SED wlth such areas as famlly plannlng, hous1ng,
agrlculture, etc ) have a lot of potentlal to lncrease thelr
productlvlty and economlC rat10nallsm through better deslgn, ,
plannlng and management systems We tend to concentrate so much on
the labor lntenSlve detalls of deflnlng what serVlces are to be
dellvered, and/or the day-to-day admlnlstratlon of them that we
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loose track of the b~g p~cture Not only can we not d~st~ngu~sh
well the forest from the trees, but we flnd ourselves very short of
the tools and pract~ces that would help us d~agnose th~s forest, and
mon~tor and shape ~t per~od~cally Th~s ~s an ~mportant functlon of
h~gher level management, yet one that ~s played weakly ~n many PVOs

There ~s no ev~dence that tra~n~ng serv~ces, or technology transfer,
or small bus~ness extens~on ~s ~nherently more expens~ve than
establ~sh~ng a cred~t system, although ~t ~s true that benef~c1ar~es
may be more accustomed to the ~dea to paY1ng for cred1t But 1f
there 1S anyth~ng I have learned from 10 or so years of exper~ence

w1th Integrated proJects that have maJor NFA components, 1t 1S the
need to pare them down to the~r slmpl1st, most necessary elements,
to have monltorlng and program accountlng systems, and to do the
per1od1c analys1s and strateglc plannlng that wlll brlng day-to-day
mlcro declslon-mak1ng 1n lIne w1th the b1g obJect1ves and overall
goal of vlabll~ty

3.

A person dr~vIng a car has to perform mult~ple functIons
s~multaneously accelerat~ng, steerIng, brakIng, shIft1ng,
slgnall~ng, and beIng alert to surroundIngs. It IS necessary, but
not suffIc1ent to perform most of these functIons but to leave one
or two out.

So too w~th small enterprIse proJects. a set of var~ables must be
taken ~nto account. We cannot concentrate-on only some of them llke
defln~ng program serVIces and overlook others lIke plann1ng and
management tools and systems for what we want a program to be
several years down the road Many PVOs do not have a h~ghly def1ned
SED approach. W1th large gaps 1n ~mplementat1on knowledge ~t 1S not
unusual to see PVOs so busy concentrat~ng on these content gaps that
they glve lIttle attent10n to program management systems Th~s

results 1n oft-cr1t1c1zed problems too l1ttle scope, too hIgh a
cost, unfocused serVIces, and/or too much dependency on foreIgn aId
SometImes agenCIes don't recogn1ze the extent to Wh1Ch they are
"asleep at the controls". Most forms of non-flnanc~al SED
asslstance feature some sort of tra1nIng, WhICh raIses the need to
monItor benefIts and costs and to make sure that the pIlIng on of
serVIces doesn't far exceed the economIC benefIt accrued from those
serVIces Many PVOs have multIple types of benef1ts they are
pursuIng--not Just enterprIse development, but SOC1o-economlC and
soc1al development, and sometImes SOCIal welfare. There are
trade-offs among these prIor1t1es and they can somet1mes be
antagon1st1c as much as synerg1st1c Th1S 1S another reason to
mon1tor, so that we can spo~ when we need to change assumpt10ns
and/or methods

,
Another aspect of non-flnanc1al ass1stance that SEEP members have
recognIzed 1S that 1t 1S much more d1ffIcuit to account for benef1ts
that cannot be eas1ly counted, weIghed, or expressed 1n money or
number terms SkIll bUIldIng, group, communIty, or Inst1tutlonal
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development, subs~stence product~ve act~v~ty that are more complex
to lnd~cate Indlrect bene£~t processes--the traln~ng of tralners,
pOllCy lmprovements, strengthenlng of local small enterprlse
organlzatlons--are also more complex to measure But 1£ PVOs do not
have methods and systems to account for benef~ts, no one else wlll
do It for them When the tlme for accountablllty comes, 1£ a PVO
cannot present some measurable eVldence of outputs and beneflts,
then 1t lS presumed to have not been d01ng much For a grantee,
there 1S a need for program account1ng as well as flnanc1al
account1ng Because nobody holds up the next grant d1sbursement
over weak program accountlng, PVOs are often lax 1n puttlng such
systems 1nto place

4. A Need for V1Sl0n as Well as Management Systems

Management systems are not ends, but means enabl1ng us to pursue
longer term V1S1ons of development If there 1S a strong V1S1on of
where It 1S needed and wanted to be several years from now, 1t 1S
much eaSler to be proactlve, lnvest In systems, and make tough
cho~ces There 1S much 11P serV1ce glven to concepts such as
vlab1llty and sustalnablilty If we are ser10US 1n havlng these as
goals, we know serV1ces have to be affordable 1n cost, that there
must be dlvers1f1ed revenue sources--1nclud1ng user fees, and that
dec1s1on-maklng has to be decentral1zed from expats to local board
and staff, and from them to benef1c1ar1es. What we are learn1ng
from the PACT research about extendlng benef1ts lS that the PVOs who
succeeded 1n reach1ng larger numbers and 1n prov1dlng cont1nued
serV1ce have been fueled by the1r V1S1on rather than tugged by
resource ava1lab1l1ty. I am sure that ACCION made many hard ch01ces
1n def1nlng a SED program model that w1ll be self-f1nanc1ng 1n three
years tlme. But they made them from a comm1tment to see that low
1ncome producers had a cont1nu1ng mechan1sm to provlde them cred1t
FINCA, Wh1Ch 1S a model for group and commun1ty development as well
as commun1ty based sav1ngs and loan operat1ons, has also made
1nterestlng, tough cho1ces to allow the organ1z1ng of communlty
banks to be controlled by the base groups themselves, and to
restr1ct FINCA's own presence to a m1n1mum.

V1S1on lS not the pr1v1lege of a few. V1Slon--our concept of a
better future--can be accessed by all who wish to do so by sett1ng
the goal or taklng a stand about what lS to be present 1n future
t1me(3-S years) and then deslgnlng an approach and d01ng the
strateglc plann1ng and budget1ng to arr1ve at that Creat1ng V1S1on
and enabl1ng people to see how to proceed 1nto the future lS an
1mportant funct10n of h1gher level PVO management Yet how many of
us who should be dOlng PVO steerlng and leadersh1p allocate most of
out t1me In the dally workflow pass1ng over our desks rather than
orchestrat1ng and creatlng the future?
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5. posslbl11tles for Increased Product1vlty of Non-F1nanclal
Assistance

There 1S a saY1ng among entrepreneur1al types that "problems are
really opportun1t1es 1n d1sgu1se .. perhaps that 1S true 1f we can
sense from a problem sltuat10n what 1S mlss1ng, because that 1n
1tself 1S an 1mportant form of knowledge Wh1Ch reveals to us the
next rung on the ladder up to Wh1Ch we have to cl1mb In that
sense, I would llke to share wlth you some weaknesses I have
observed that d1m1nlsh agenc1es' capabll1tles to del1ver
non-f1nanc1al SED ass1stance 1n a way that 1S cost and serVlce
competltlve.

1 Lack of an underlYIng v1ab1llty paradlgm Too few agenc1es
"aim" with their SED designs at what a program needs to be
when It 1S 5-7 years old Yet w1thout a comprehensIve
model, It'S not surpr1s1ng that a program develops 11ke 'the
house that Jack bUIlt' w1th a feature added here or there
but lack1ng the deep 1ntegrat1~n, complementarIty, synergy,
and econom1es

To the extent that lmplementors are able to thInk early-on
about becom1ng a susta1nable program, they w1ll be concerned
early on about

a the structure of recurr1ng costs of a local program
b bU1ld1ng a local govern1ng structure that 1S w1ll1ng and

able to be responsIble for the f1nanc1al needs of the
1nstitut1on 1n the future

c user fees and other local earn1ngs
d scope and 1ntens1ty of servIces (If you can't charge

much per serV1ce, you've got to have a b1g enough
volume to break even

e. cost control

2 plannlng and Des1gn Weaknesses No quant1tat1ve proJectIons
of clip.nt load, cost per unit of benefIt, cost recovery, and
result; (how much benef1t for how much cost) W1thout such
proJec~lons or performance standards there 1S no gUIdelIne
to know If one 1S on or off target. It's not enough to have
benchmark IndIcators of numbers of serV1ces or cl1ents. How
would you expect to see 1mprovements to proJect
effect1veness and eff1c1ency over t1me? The more parameters
one can determ1ne about the future, the more llkely one IS
to reach them.

3. Poor Mana ement Informat1on S stems Most PVOs have
ru lmentary In 1cators 0 outputs (serv1ces delIvered,
clIent load) but are lack1ng 1n 1mpact, cost, and revenue
1ndlcators. No wonder they f1nd It d1ff1cult to set goals
and targets for 1ncreased program product1v1ty and keep
them No wonder they do not have eV1dence for the1r
1mproved performance over t1me
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Too L1ttle D1fferent1at1on about D1fferent Intens1tles or
"Tracks" of service Deliver or Trainin /Extension for
D1 erent C lente es Some forms 0 serV1ce are very
expensive PVOs have to ask themselves whether every
benef1c1ary needs the most lntens1ve, longest, most
expens1ve form of someth1ng--and whether they are really
mak1ng effect1ve use of 1t. Most every k1nd of serV1ce can
usually be glven 1n a less 1ntens1ve, less expens1ve form
PVOs need to be serlOUS about operat1ng more than one track
of serV1ce, and belng more selectlve about who gets the most
1ntens1ve ass1stance 1n terms of who can pay for It, and who
can use 1t most productlvely to develop econom1C actlv1ty
Th1S 1S 1n add1t1on to the fundamental quest10n of who needs
1t most

Reluctance and/or Lack of Know-How to Introduce User Fee
ssstems There is much to learn from credit based projects
a out imposlng user fees and be1ng proflc1ent 1n collect1on
The prlnclple of credlt lS slmple
"selectlon/collectlon"--le , you select those who are
w1ll1ng and able to pay and you make sure you collect from
them

(I don't want to make th1S sound too slmpl1st1c, but the
pOlot lS that there lS techn1que to lmposlng user fees If
agenc1es don't have exper1ence, they should get some help
from those who do know how.)

If a cl1entele has llttle or no assets, Sk1lls or bus1ness
exper1ence, lS 1t appropr1ate to mount a bus1ness
development proJect wlth them? Perhaps they need a welfare
or at best a SOC1o-econom1C development proJect If so,
that 1S what 1t should be called, and not an "enterpr1se or
bus1ness development" proJect

It 1S not unusual for proJects to be del1ver1ng serV1ces to
a SOC1o-econom1C spectrum of benef1c1ar1es--1 e., for the
cllentele to be heterogenous In terms of assets, experlence,
motlvat1ons, SOClo-econom1C stand1ng, etc. PVOs can serve
some of the poorest and rlsk1est, so long as they serve some
others too for whom there 1S not such a h1gh r1sk of
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fa1lure A way to do th1S lS to adopt a "portfol10
mental1ty"---le., one m1ght have 20% who are assetless, and
30-50% who have potent1al to grow 1n the Slze, complex1ty
and formal1ty of the1r econom1C act1vlt1es.

7 Cost1ng PVOs need to cost the1r products so many staff
deliver1ng so many goods/serv1ces, w1th such-&-such an
1ntens1ty, at a certaln pr1ce and wlth a certa1n level of
revenue and SUbS1dy Even 1f the f1rst attempts to f1gure
th1S equat10n out are frustrat1ng, good program management
requlres one to take a stab at dOlng lt Once you are aware
of these parameters and can factor them all lnto the same
equatlon, you can become strateglc about plannlng the cost
of your serVlce

8 A Model for Flnanclal Vlab111ty A hlgh standard we PVOs can
set for ourselves is to not start thlngs up w1thout a plan
about how recurr1ng costs w1ll be pald 1n the long run
Maklng such a plan w1II have maJor 1mpact on decls10ns about
costs and revenues It w111 have maJor 1mpact on bUlld1ng
local management and local board capab111t1es and the use of
expatr1ates. It w1ll 1mpact cl1ent select10n and the cho1ce
of serV1ces prov1ded And 1t w1ll 1mpact how much and how
long US PVOs can make overhead charges for the1r us
operat1ons to grants for f1eld proJects. Local agenc1es
need not have as a goal 100% self-susta1nab1l1ty; but 1f
they w1l1 need to ra1se funds, what are the targets, who 1S
gOlng to do 1t, and how are they belng prepared?

work
or

If
up

Results Orlentat1on and Methods for Select1n~ and
Reinforcing What Works Just like high-yieldlng seed
varieties, PVOs must select and re1nforce what glves the
best results. Among beneflclarles, what are patterns of
those w1th h1gh, med1um and low SED success? What are
commonalltles among the 10 worst cases or the ten best
cases? Somet1mes we can also ldentlfy faster what wlil
by maklng small but cclculated tests of changed pol1ces
formats for serV1ce dtl1very Make data and analyze 1t
you have questlons about your methods and approach, set
small scale experlments to test them

10 ProJects of Non-Flnanc1al BUS1ness Asslstance Can Benef1t by
Adopting Some of the principles of credit Projects

9

a

b

c
d.
e.

Selectlvlty--need to target serVlces to those who can
use them effect1vely

Good methods to assess the r1sk of the character and the
proJect undertaken

Wlll1ngness to charge fees, and to collect.
Clear set of lndlcators of proJect performance
Conslstent set of lncent1ves and dlslncent1ves to shape

des1red behavlor. Also a w1lllngness to apply
sanctlons to the most dysfunctlonal behavlor
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Impl1c1t understand1ng that 1n order to succeed you have
to do the serV1ce 1n large volume, keep lt pared down
so as to be affordable, and pass on the costs

6. Determlnln Performance Standards for Dlfferent "Sta es" of
Program Deve opment

DaV1d Korten suggested a model of how programs evolve from
effect1veness to efflclency to repl1cat1on or expanslon Korten's
conceptuallzat1on reflects a 10glcal process of maturat10n As a
program beg1ns, 1tS f1rst efforts are to f1nd what works to promote
small enterpr1se development among the beneflc1arles 1n the context
As proflc1ency 1S atta1ned and methods and cl1enteles def1ned, ways
are found to streamllne the dellvery of serVlces and grow more
eff1c1ent However, there lS large varlatlon among PVOs ln the rate
at Wh1Ch they move through these stages, and the extent to WhlCh
they are able to achleve repllcatlon and expanslon

How long should lt take for a program to move from a pllot phase to
matur1ty? Some agencles such as ACCION are based on 3 years My own
experlence has been to allow 5-7 years for the development of a
package of effectlve, eff1clent, and affordable serV1ces, and a local
organ1zatlon that can del1ver them on an on-golng basls That lS not
to say that all SUbSldy should be removed from a program at the end
of 5-7 years But probab111ty lS low that pr1nc1pal donors who have
supported a program for th1S long w1II contlnue to do so at the same
levels after two grant cycles Ergo, PVOs have three optlons. They
can approach someth1ng w1th a clear proJect menta11ty that completes
1tS obJectlves and goes out of operatlon after a glven perlod of
tlme Or, they can arrange to llne up alternatlve maJor donor
support (If contlnued hlgh dependence on ald 1S Just1f1able) Or,
they can accept a 5-7 year t1meframe for deve10plng a mature package
of serV1ces and a serVlce de11very mechanlsm.

Once PVOs recogn1ze and choose one of these opt10ns, they can set
for themselves t1metables and benchmarks for mov1ng through these
effect1veness and eff1c1ency stages

7. Needed Informatlon for Enhanced pva and Program Performance

An env1ronmental constra1nt to lncreased PVO productlv1ty and cost
and serVlce compet1tlveness lS that there lS lltt1e comparatlve
1nformat1on ava1lable or well def1ned standards about
costs-per-beneflt, econom1C returns (cost/benef1t analys1s), etc
Perhaps someth1ng that the SEEP group could really do for 1tS
members 1S to gather and exchange th1S k1nd of lnformat1on

Another area where there lS cons1derable common need for asslstance
among PVOs lS 1n the defln1t1on of mon1tor1ng, program account1ng
and management lnformatlon systems

A thlrd area of analys1s lS how PVOs have adJusted thelr program and
organ1zat1onal development models to pursue vlablilty and sustalnablilty
What speclflcally dld they change, add or do dlfferently?
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CHECKLIST OF VARIABLES FOR PROGRAM AND ECONOMIC VIABILITY

1

2

3

4

5

6

7

Calculatlon of the cost per serV1ce

User fees

Regular report1ng of local earn1ngs and percentage of f1nanclal
self sufflc1ency

strateglc annual plann1ng that encompasses the maJor var1ables
of a serVlce dellvery system, 1ncludlng scope, cost per unlt of
beneflt and lmpact targets

Perlodlc analysls of what SUbS1dy IS used for and 1tS relatlon
to SOClo-economlC value added

A plan for flnanclal vlablilty and how to cover recurrlng costs
over the long term

Post-serVlce monltorlng to see that those who receIve an NFA
servIce have used It effectIvely.

8. Program accountIng for benefIts and 1mpact
value added of benefIts

Calculat10n of the

9 Local board of dIrectors that ralse funds and are prepared to
ra1se funds, both 1n expectat10n and techn1que.

10 When exapatr1ate management personnel are used, clear agendas
and tImetables for local 1nstltut1onallzat1on.

11 D1fferent tracks of servIce that vary 1n Intens1ty and cost
Presence of a cheap, extenslve way to Introduce 1nnovatlon as
well as lntens1ve track(s).

12 A profIle of who can use the servIce product1vely ID of the
Sk1lls, traIts, assets, exper1ence levels, and other resources
to use ass1stance effect1vely. Deflnltloll of ce1l1ngs and
floors for el1glblllty.

13. AnalysIs of the portfolIO of users, and measures to manage r1sk
of startIng and developlng economlC act1vlty (Espec1ally wIth
rIsky cl1enteles, actIVItIes, or contexts)

14 Analysls and documentat1on of who benef1ts, how much and at
what costs. strategIc plannIng about th1S

15 Perlodlc evaluatIon of technIcal asslstance and the Impact of
the parent (US) PVO, both programatlcally and fInancIally, on
the fIeld program.



TechnIcal AssIstance and TraInIng: What DIfference Does It Kake:
BOW can It Be Pone Effectlyely and Affordably?

GUIdelInes for DISCUSSIon Papers

1. Please keep your papers 3-5 pages 1n length.

2. If you bel1eve that one or more aspects of your agency's
ass1stance 1S slgn1flcant In terms of

- cost effectlveness
- sustalnab~11ty/v1ab1l1ty

- scale
- pollCY 1mpact,

or other measure of 1mpact,

please glVe a succ1nct lntroductlon to th1S type of ass1stance
and the context In WhlCh 1t lS functlonlng, present eV1dence of
performance, and offer one or two wlsdoms to others who may be
~nterested ~n dOlng somethlng s~m~lar.

For those w~th ref1ned methods, quant1tat1ve ev~dence of
performance and affordab~l~ty lS requested. How do you
document/prove the d~fference non-f1nanc1al 1ntervent1ons make?

3 It lS absolutely okay to attend th1S workshop wlth questlons
rather than answers, and to use the opportunlty of wrltlng a
dlSCUSSlon paper to focus and organlze your lnqulry.

* You may wlsh to lDqulre about what klnd of non-flnanclal
ass1stance (or comb1nat10n of f1nanc1al non-flnanclal
asslstance) lS most effect1ve wlth a certa1n Slze or type of
producer, or 1n a certa1n type of context. Descrlbe what
steps you have taken to tallor your ass1stance appropr1ately,
and what lssues rema1n.

* You m~ w1sh to 1dent1fy as an lssue the affordab1l1ty of
technlcal ass1stance and traln1ng, and dlSCUSS how costs are
monltored 1n your programs, to what extent you have developed
a strategy for f1nanc1al V1ab111ty (user charges, cost
control, etc); what questl0ns remaln.

* If you prov1de technlcal asslstance to local agencles, you may
w1sh to def1ne management, measurement, and/or program
accountlng challenges or lssues. How do you monltor the
extent to WhlCh nonf1nanc1al asslstance lS appropr1ate and
makes an 1mpact? Unless your asslstance earns enough revenue
locally to pay for 1tself, you must demonstrate to donors that
your ~nterventlons are cost and serV1ce competltlve. How do
you do thlS?
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* Your techn1cal asslstance and traInIng may work well for 60,
or 1n a few v1llages. You may wlsh to explore the challenges
of scallng up to a slgn1f1cant number of users (thousands), or
repl1catlng thls approach to local 1nst1tutlons or agencIes 1n
other countrIes w1th whom you are aff1llated

* You may have a non-flnanc1al ass1stance approach to develop1ng
small scale econom1C actlv1tles that 1S only a half or a
quarter as effectlve or as "developed" as you want and need 1t
to be How do you embark on a program to focus, test, and
reflne th1S methodology 1nto someth1ng that works
exponent1ally better?

4. Each d1Scusslon paper should lnclude the follow1ng elements

- a statement of the 1ssue as your agency sees 1t, and the
context (proJect, small enterprlse strategy 1n whlch you have
confronted 1t)

- the steps you've taken to address the 1ssue,

- the results ach1eved

- your evaluat10n of them, and

- the learn1ng you draw from the exper1ence, and/or the
questlons that remaIn.



Technlcal ASSlstance Tralning'

What DIfference Does It Make?
How Can it be Done Bffectively and Affordably?

CARB's Bxperience In Promoting Stove Manufacture in the Sudan

CARB RegIonal TechnIcal Advisor for Small BnterprIse Bast AfrIca
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TechnIcal Assistance Trainin,·

What DIfference Does It Hake?
How Can It be Done Bffectively and Affordably?

CARE's ExperIence In Promoting Stove Manufacture in the Sudan

CARE's stove program In the Sudan has taken Its partIcular shape
over two and a half years almost entIrely as a response to the
tWIn Issues of affordability and effectIveness ln respect to the
supply of technlcal aSSIstance.

The orlglnal focus of thlS program was on very small-scale Informal
sector stove manufacturers, located maInly In rural townshlps and
the larger vlliages of North Kordofan. The ldea was to promote
the manufacture of a hlghly efflclent ceramlc-Ilned charcoal
burnIng stove, developed ln Kenya, among dozens of lnformal-sector
stove artIsans. ThlS was to be achIeved through creatIng market
based lInkages between local pottery producers and the stove metal
workers

After 3 years, the proJect works maInly in Khartoum - a CIty of
three mIllIon people - and deals WIth one well-establIshed pottery
manufacturer, who deals Independently wlth several metalworkers who
supply hIm WIth metal caslngs He assembles the complete stove,
and IS entIrely responSIble for marketing, whIch lS malnly carrled
out through a chaln of retallers ln the CIty. LInkages are only
now beIng created wlth other towns.

These lInkages InItIally conSIst of SupplYIng completed stoves to
retaIl stores In the towns. Once the stove is well-establ1shed In
the market, metalworkers WIll be supplIed WIth ceramIC llners from
Khartoum Dur1ng thIS tIme local sources of clays WIll be
examIned, and potentIal manufacturers of the lIners Ident1fled.

Thus, after three more years stoves should be made entIrely 1n the
larger RegIOnal towns, produced throu,h the establ1shment of
mutually supportIve lInkages between metalworkers, retaIlers and
ceram1CS producers.

It IS clear that CARE has adopted a strate,y entIrely the reverse
of Its orIgInal Intent, fOCUSIng inItIally on well-establIshed
bUSInessmen In large urban centres.

The reasons for thIS shIft can be summarIzed as follows

* The macro-purpose of the proJect is to save trees,
redUCIng pressure on a seriously dama,ed environ
ment· the means IS to sell lar,e numbers of stoves
to people who cook with charcoal. Production
effICIency 18 deemed therefore more important than
Issues of SOCIal empowerment and economIC equity
at the pOInt of manufacture.
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* QualIty-control IS the most 1mportant 1ssue In
creatIng consumer acceptance of a new, qu~te expe-
nSIve, product ThIS IS more readIly guaranteed
WIth an experIenced, medIum-scale manufacturer
than WIth very small scale rural potters, whose
output IS seasonal, and of a w~dely varY1ng
technIcal character

* Very small-scale producers are hIghly averse
to rIsk larger producers are less so. At the
same time there are dlsproportlonately different
prof~t opportun~tles at these two levels, WhICh
has Important IncentIve - and therefore Bustalna
bll~ty - Impllcat~ons.

* The type, qualIty and Intens1ty of the technIcal
aSSIstance needed IS much the same for medIum
scale manufacturers as It 1S for each small-scale
producer, WIth a much better assurance of technI
cal transfer tak~ng place. In ,eneral the smal
ler the scale of the unIt the ,reater the amount
of TA reqUIred, and the less the assurance that
systematIc productIon and qualIty-control methods
WIll become qUIckly established.

ExperIence WIth small producers who went through
formal traInIng courses showed that one year later
less than lOX were stIll makin, the stove, and
only 1n very small numbers. (3 - 5 per month)
ThIS compares to 1,000 unIts per month currently
beIng sold 1n Khartoum, representin. *OX capacIty
utIlIzatIon.

* MedIum-scale producers making stoves In large
numbers rapIdly give the product a credIbIlIty In
the mInd of consumers. This In turn conVInces
smaller potential producers more effectIvely than
formal exhortatIon at tra1nIn, seSSIons, and
establIshes a standard to which competItors must
conform

The'shlft In the focus and process of technIcal aSSIstance delIvery
has been demanded by a reco,nltlon that the prImary purpose of the
program IS macro-economic and environmental, most effectIvely
served by a system of mass produotion. A consideratIon of equal
Importance however has been the purpose of sustalnabllity, defIned
In thIS case as the continued mass production for profIt of a larie
number of hi,h-quallty stoves.

Questions of scale have been determined by an assessment of market
SIze, and potentIal market share. ThIS In turn has shown that
WIthIn the context of pro,ram costs, quasi-mass production at the
present level serves the purpose of achievin, maXImum impact at an
affordable prIce.
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Impact ~s def~ned here ~n terms of consumer acceptance, consumer
savings, and reduced environmental pressure.

The d~stlngu~sh~ng feature of th~8 proJect has been the wll1~ngne8s

of proJect management to squarely face up to the benef~t-cost

Issue, and to make some real~stlc dec1s1ons about program focus and
scale, at the cost of cons~derable debate w1th donors.

LESSONS LBARNBD

The Sudan stoves proJect depends ent1rely on effect1ve, flex1ble
and dynam1c techn1cal ass1stance, Slnce 1t IS concerned both with
lntroduc1ng a new product, and a system of product1on that llnks
the formal and 1nformal manufacturing sectors. In other words,
wIthout hard T A. available both locally and occasionally from
Internat~onal sources there would be no proJect.

The bas1c truth that determInes whether or not T.A 1S cost-effec
t1ve l~es ~n mak1ng a real1stlc assessment of the economlC and
socla1 value of the product t be lt a stove, a cropt or a soclal
process such as the establ1shmen of womens' groups The mode t
style, and efflclency with WhlCh technlcal asslstance 1S delivered
depends on thlS bas1c fact when trYing to assess ItS effect1veness.

In the case of the Sudan stoves proJect the technical Skliis req
UIred of a T.A. team, and the amount of time spent on transferrlng
those skills has rema1ned faIrly constant, when comparing the
original approach to the new. Clays have been tested, production
methods taught, marketing and public Informatlon campalgns financed
- all In a style that has remalned unchanged except for the Intro
duct~on of one SImple machIne, and a more formal approach to cred1t
and bUS1ness consultancy. What HAS changed lS the percept10n
on the part of proJect management that the pr1mary proJect goal was
to save trees and keep more money In stove-users pockets, With
Issues of soclal eqUIty as they apply to the group of producers
beIng less 1mportant. In the light of this understand1ng,
benef1t-cost Issues assume central Importance.

The proJect shifted its focus not only because quasI-mass pro
duction can lead to the establ1shment of high techn1cal standards
and rapid penetration of the market, nor merely because technlcal
assistance 1S comparatlvely cost-effectlve at thIS scale of output
Equally, the baS1C obJective of putting the manufactur1ng technolo
gy and market 1n the hands of very small-scale producers has not
been abandoned.

What has been accepted is that for an effort of thiS sort, Invol
ving the manufacture of a new product, the best form of technical
asslstance lies In creating a belief In the minds of potential
producers that they can make money with minimum risk lf they get
Involved in production. Exhortation, and photogenlc workshops
conducted under trees, are extremely ineffective ways of co~vinclng

people at the lower end of the economic scale that they can make
money from mak1n, stoves. What IS effective is the appearance of
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a new product In a market WhlCh has been properly prepared for Its
Introduct10n So long as the product 1S made to standards whlch,
whIle hIgh, are clearly achIevable uSlng tradltl0nal and 1nformal
systems of manufacture, the demonstratIon effect of customers
bUYIng stoves from the local store IS a powerful persuader Once
thIS foundatlon IS lald, the Incremental supply of technIcal aSSIS
tance WhIch IS matched to a growIng level of technIcal and fInan
CIal capabIlIty IS lIkely to be SIgnIfIcantly more effectIve

It lS useful In thlS respect to look beyond the formal deflnitions
of technIcal aSSIstance to recognIse that often the most effectIve
channels of technIcal transfer are unlocked and managed by practI-
tloners CARE's efforts In the Sudan are based on the proposItIon
that cost-effectIve technlcal aSSIstance to the establIshed entre
preneur, whIle serVIng program purposes at an affordable prIce, are
the VISIble and prelImInary steps In a process In WhICh the burden
of technIcal exchange IS carrIed by the prIvate sector for the
SImple purpose of mutual commercIal benefIt. The role of CARE
becomes IncreaSIngly that of a catalyst, makIng the advantage of
such relatIonshIps self-evIdent, and enables attentIon to be gIven
to mInImIZIng rIsk In the general areas of Infrastructure and
marketlng, at smaller and smaller scales.

What 1S descrIbed here IS not a statement of an overall POllCY
towards technlcal asslstance eIther for CARE or for Its small
enterprlse sector 1t IS a hIghly speCIfIC approach to the cost
effectlve appllcatlon of technIcal aSSIstance in order to get a
partlcular product made, and used In a particular market The
reasons for dOlng thIS grow out of larger goals that have to do
wlth preservlng a fragIle enVIronment, and creatIng SIgnIficant
saVIngs for a very large number of poor consumers who are forced to
use charcoal
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IVS programs operate on the prem1se that the development of the

m1cro-enterpr1se sector needs management tra1n1ng and techn1cal

ass1stance. Ind1V1dual entrepreneurs and entrepreneur1al groups

requ1re local support systems 1n order to ga1n and ma1nta1n

access to cred1t, to obta1n and 1mprove busl.ness management,

marketl.ng and productl.on skl.lls, and to have an l.mpact on

natl.onal poll.cl.es whl.ch l.nl.hl.bl.t or promote growth Wl.thl.n the

sector. Local secondary organl.zatl.ons, as opposed to expatrl.ate

organl.Zat10ns, are seen by IVS as the approprl.ate provl.ders of

thl.s support, so that our _approach J 1S - to strengthen these

organizatl.ons' capacitl.es: thel.r technical skl.lls, thel.r systems

and thel.r networks.

IVS has been learning to become 1ncreasl.ngly effectl.ve 1n

offerl.ng thl.s k1nd of assl.stance to local organizatl.ons.

Currently, we provl.de aSSl.stance at two levels: (a) the f1eld

d11ector and (b) volunteer technl.cl.an.

(a) The IVS f1eld d1rector works closely and systemat1cally

w1th local organ1zation off1c1als and staff to plan proJects 1n

ways that transfer Sk1lls to that local staff. Together they

focus on assessment and problem 1dent1ficat1on (cr1t1cal th1nking
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and analys1s Sk1lls), proJect des1gn (plann1ng Sk1lls),

recruitment of and on-go1ng support for the volunteer (personnel

management Sk1lls), and proJect mon1tor1ng and evaluat10n

(feedback and learn1ng Sk1lls).

(b) The volunteer techn1c1an works w1th the organ1zat1on's

management and staff to transfer Skllls and lnstall speclflc

systems to solve the problems that have been identlfled Jointly

by the field director and the local organizatlon.

IVS' effect1veness 1n help1ng local organ1zat1ons to strengthen

the1r own capac1t1es 1S based on th1s two-t1ered approach which

is consciously management intenslve. Based on our experlence

over the years, we have concluded that without adequate

preliminary work with the local organ1zation, wlthout careful

jOlnt efforts to focus the work plan and recru1t approprlate

personnel, and w1thout ongolnq support by the f1eld staff, the

delivery of TA often misf1res, wastlng scarce resources. Some

typlcal problems have been: (1) inaccurate problem-

identificat1on, )which led to mlsd1rected efforts: (2)

1nappropriate plann1ng for and use of resources, Wh1Ch led to

mlsused

project

personnel and
I

inputs (e.g.,

wasted money: and (3) lack of needed

counterpart tra1nees, t1mely fund1ng),

which led- to half-completed efforts and loss of confldence in

local proJect holders. The more manaqement-lntenslve approach

has been able to reduce these diff1culties and make rvS's
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approach with local organ1zat1ons more effect1ve.

Now IVS is try1ng to become more effic1ent by (1) work1ng with

more secondary organ1zat1ons uS1ng the same number of f1eld

staff; (2) focus1ng on more spec1f1c cr1t1cal problems, thus

prov1d1ng more targetted TA; and (3) shorten1ng volunteer t1me

w1th each local organ1zat1on, wh1ch allows ass1sted groups to

work on the1r own, w1th follow-up ass1stance ava1lable as needed

and requested. Th1s approach frees up resources to (4) make

volunteers ava1lable for other short-term asslgnments, and (5)

f1eld teams of volunteer w1th targetted and complementary

sk1lls so as to better serve the local organ1zat10ns.

Our efforts to become 1ncreas1ngly effectlve and eff1clent were

lncorporated In the des1gn of a new IVS program in1t1ative in the

Eastern Car1bbean, begun 1n 1984, wh1ch sought to aSSls.t a

greater number of organ1zat1ons per IVS volunteer and to be

reg10nal 1n scope. The program des1gn that was adopted had as

1ts centerp1ece the f1eld1ng of a mob1le team of

mult1d1sc1p11nary West Ind1an volunteers, called "adv1sors", to

work w1th a number of local organlzatlons. Thelr purpose was to

strengthen the capaclty of those organ1zatlons to address the

needs of local mlcro-entrepreneurs, small farmers and unemployed

youth. Each advlsor represented a dlstlnct field of expertlse:

agrlcultural market1ng and post-harvest technology, youth skills

tralning, small enterprlse development, small industry, and
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f1nanc1al management and plann1ng. These part1cular sk1ll areas

were determined j01ntly through structured needs-assessments done

w1th a w1de var1ety of Car1bbean organizat10ns. Each adv1sor was

ass1gned to work on a separate 1sland under the ausp1ces of a

local host organ1zat10n Each one was ava1lable to other local

and reg10nal groups on a t1me-shar1ng bas1s. Local counterpart

tra1nees and in-k1nd contr1but10ns to program costs were prov1ded

by the local organ1zat10ns. The team was coord1nated centrally

by the IVS/Car1bbean F1eld Dlrector, based 1n Ant1qua. Each

adv1sor began by work1ng almost exclusively w1th the initial

local group, except for occas10nal short-term ass1gnments within

the base island. Once they had established the1r local footing

securely, there were made avallable for short-term assignments

throughout the Eastern Car1bbean, e1ther singly or 1n conjunction

w1th one or more members of the mob11e team. For every secondary

asslgnment, the request1nq orqan1zation went through the

assessment-plann1ng process out11ned above W1th the IVS f1eld

dlrector and/or the advisers.

The program was management-intens1ve 1n a number of ways:

1. In the design stages and throughout the life of the program,

the IVS field dlrector worked very closely with the local

orqanizatlons. The skill areas represented by the team, the

team selection, the methodology of TA delivery and later program
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changes all took shape through IVS' s interactJ.on WJ. th local

organJ.zatJ.ons.

2. A regJ.onal recruJ.tment effort for the "rJ.ght" advJ.sor team

proved very successful, but requJ.red an exhaustJ.ve screenJ.ng and

J.ntervJ.ew process by the fJ.eld offJ.ce and local offJ.c1als

3. The f1eld d1rector worked w1th the local organ1zat1ons to

1dent1fy problems and TA needs. Together, appropr1ate work plans

for the adv1sors were developed and modifJ.cat1ons were made as

necessary. Ass1gnments were mon1tored closely by the f1eld

d1rector and local organ1zat1on off1cJ.als, and d1scussed w1th the

team in quarterly meet1ngs.

4. The fJ.eld dJ.rector and the advJ.sors collaborated in lJ.nk1ng

local organ1zat1ons w1th s1m1lar 1nterests to one another and

provJ.ded 1nformat1on and leads to potent1al fund1ng sources.

5. The f1eld d1rector also managed the movement of the

adv1sors among S1X islands as the shorter-term ass1gnments

prol1ferated in the th1rd year of the program, a cons1derable

logJ.stJ.cal feat.

After four years J.n operat10n, 1nternal and outs1de evaluators

concluded that the IVS/CarJ.bbean team's interventions had
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contr1buted s1qn1f1cantly to the development of over 150 local

organ1zat1ons and small bUS1nesses 1n the reg1on. They based

the1r conclus1ons on the analys1s of selected 1nd1cators of

organ1zat1onal change:

eff1c1ency of organ1zat1onal structure and systems

organ1zat1onal performance and del1very of serv1ces

staff capab1l1t1es and tra1n1ng

productlon and form of work

organlzatlon's prof1tabll1ty and vlablllty

organ1zat10nal 1mage and self-valuatlon

ava1lab1lity of new lnformat10n

level of problem-solv1ng capabilit1es.

The evaluators JUdged the TA appropr1ate and effect1ve 1n that

1t strengthened key capaclties in the asslsted local

organ1zat1ons, particularly 1n the areas of adm1n1strat1ve

systems, f1nanc1al plann1ng and management, and staff tra1n1ng.

Data collected showed s1gn1f1cant change In the ass1sted

organ1zat1ons' ab1l1ty to perform key tasks that enabled them to

serve the1r clients more effect1vely and/or eff1c1ently.

Although the success of IVS/Car1bbean has been encourag1ng, IVS

1S address1ng some key issues that 1t ra1sed:

1. The program was expens1ve, even tak1ng 1nto account that

each adv1sor reached a far greater number of organizations than
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18 usual with1ng an IVS program. The JIlOb1l1ty of the f1eld

d1rector and the adv1sor team w1th1n the reg10n d1d not come

cheaply and the select10n of more establ1shed West Ind1an

profess1onals for the team meant Support1ng larger fam1l1es w1th

the attendant costs (hous1ng, educat1on, health)

The program exper1mented w1th ways of lower~ng costs, and some

proved successful, both from a cost-sav~ng and proqrammat1c

perspect~ve. By the th~rd year of operat~on, many of the

ass1sted organ~zat1ons were paY1ng for portions of adv~sor costs

and some ass1gnments were conducted on a fees-for-serv1ce bas~s.

St~ll, the 1n~t~al ~nvestment was h~gh.

2. The mobile adV1sor team model needs some mod1f1cat~on to

develop a qu1cker needs assessment process in the f J.eld, and

ensure that t~mely responses to ident~f1ed ass~stance needs are

J.mplemented.

3. To date, we lack hard ~mpact data on the 1nd1v1dual

entrepreneur, the eventual benef~c~ary of th~s ass~stance.

WhJ.le we could J.dent1fy some organ1zat1onal changes W1th the

assJ.stance or training of an IVS adv1sor, 1t was much more

d1fficult to trace causal~ty from that tra~n~ng to J.mprovement ~n

the small bus~ness clJ.ent's enterprJ.se or ~ncome.
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a::sT EFFECITVEN&gS
MEASURING THE IMPACT OF TRAINING AND 'I'ED-INICAL ASSISTANCE

r.Jeg Bowman, TECHNOSERVE, Inc

Few proJects that TECHNOSERVE has ever encountered have reqUIred. onl v hnanCIal
ass1stance • Almost all have varyIng reqUIrements for bookkeeplng, acCOl.mtlng,
management traInIng, technIcal asSIstance, market1ng, group mot1vatlon skIlls,
etc ThIS non-f1nanclal ass1stance 1S TECHNOSERVE's spec1alty Our challenge
IS therefore to fInd ways to use our non-f1nanc1al resources effectIvely and to
evaluate our progress to Insure that learn1ng IS susta1ned, that bUSInesses are
VIable over b.me, and that we are dOJ.Ilg what we can to change the buSIness
enVIronment In wnlch small enterpr1ses operate TECHNOSERVE's solut10n has been
to develop a cost-effectIveness methodology whICh evaluates the e~tent to whICh
we are achIev1ng our organ1zatJ.on's developnent goals

*********************
Too often, developnent agenCIes opt to transfer resources to project
partICJ.pants rather than transfer capabJ.lJ.tJ.es It 1S easJ.er to proVIde cred1t
or cOlJlllOCiJ.tles than to Improve the way people run theIr buSInesses However,
resource transfer 1S lll1ll ted In Its capacIty to produce real changes over tJJDe
The lnablllty of reclplents to manage the resources transferred to them 1S the
reason for lack of success m many programs. Enterprlse developnent
orgSIUzatlOns must place more emphasJ.s on the transfer of know-how

The current emphasls on resource transfer J.S not always deternuned by the needs
of proJect partlClpants Flnanclal and lOglStlcal llmltatlons of organ1zatlons
may dlssuade them from provldJ.ng non-fJ.nanclal asSIstance Orgwuzatlons may
also focus on fInanCIal asSIstance because they feel pressured to show results
from theIr program In the short-term FInanCIal transfers are easIer to measure
than the results of traInIng or technIcal asSIstance, but thIS does not mean
that ]. t IS the most productIve or useful lnvestment In enterprIse asSIstance

These problems are deeply rooted ln the ways that donors and ImplementIng
lnstl tutlOns have come to evaluate enterprlse proJects. Stated goals of
en1 erprlse proJects Include mcreaslng lncomes and productIon, generatIng
employment, Integratlng more people lnto the fonnal economy, red1strlbutlng
Income to the poor, IncreasIng access of goods to 1solated areas, and reduclng
the cost of goods to the poor, et al, Donors want to see entlre economIes belng
transformed But few of these changes are poSSIble If busInesses do not surv1ve
In the mechum term Success should not be measured. by how much Cred.lt was
prOVIded or by how many entrepreneurs partICIpated J.n a program Rather,
success should be measured by the lInpact asslstanoe had on the enterprIse or the
enterprIse envlronment Long-tenn 1Inpact and. change should be the yardstJ.ok
agaInst whIch successful proJects are measured

The Need for a Cost-EffectIveness Methodology

TECHNa3ERVE has grappled wIth these lssues for many years In each proJect, the
focus IS to transfer admlnlstratlve, technIcal, and managerIal skIlls to
enterprIse owners (Flnanclal asSIstance also plays an Important role, but IS
not our prImary focus) Although TECHNOSERVE sometImes provldes short-term
adVISOry servIces, lts tvp1cal Intervent~on takes from three to flve years As
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one can UDB,gllle, ~n-depth ass~stance provlded by exper~enced advlsors over the
long-term lS costly relatlve to short-term lnterventlons Yet we have always
asked, 'lS the expense of our asslstance really worthwh~le ~n the long nm.?'
Inherently we wanted to answer yes We belleved that long term lnterventl0n was
worth the expense, but untl1 now we have had no way 1n wh1ch to prove to
ourselves, and. to others, that our lnstlncts were correct We needed a more
concrete methcxi of measurlng the value of our non-flnanclal ass1stance

Because our focus lS enterprlse developnent, the core of an analyt1c tool needs
to lnclude a measure of enterpr1se profltS, an accepted lndlcator of buslness
success. However, Slnce TECHNOSERVEJs proJects Yleld benefl.ts above and beyond
those that are accOl.D1ted for l.n busl.ness flnanclal statements, we had to develop
an analytlc tool wil1ch encOlJllBSsed. these other very lmportant goals lnto our
proJect evaluat10n process

The result1ng system lS a comb1natl0n of 1) a model whlch follows many
standard1zed pract1ceS of cost/benefl.t and net present value analYS1S and 2) a
system of we1ghted values that reflects other benefl.ts whl.ch cannot eas1ly be
translated llltO dollar amounts

The ldea behllld Cost-Effectlveness l.S that dlrect proJect beneflts (lncreased
lncomeS, 1ncreased. enterprlse prof1ts, wages to enterprlse employees, etc.) are
calculated and compared to the 8IDOlUlt lt takes ~ERVE to dellver seI"V1.ces
to that proJect. The l.nformat10n must be caop1led. over t1me because we 1ncur
costs at the beg1l'lnJ.llg of the mterventlon, but benef1ts are usually derlved
somet1me further down the road, usually 1l1Creaslng over t1me as proJect
partlClpBllts become more self-suff1c1ent. Therefore, a total P1Cture of our
program's cost-effect1veness requlres that J.nformatlon be complIed over t1me 1n
the form of a 'spreadsheet ..

Data for each proJect are fed lnto a Cost-Effectlveness model approprlate to
that proJect type. To keep the f1nanc1al measurement cons1stent and 'In check,'
only dlrect beneflts to dlrect proJect part1C1pBllts are lncluded. By
restrlct1ng fJ.nallC1al benef1ts to those that are dlrect and measurable, the
method 1S conservatlve. Th1S has dlsadvanages (1t prcx:luces lower nuumbers), but
we feel that thlS provl.des us W1.th more useful management l.nfonnat1on Also, by
keeplng conservat1ve calculatlons we can conf1rm whether TECHNOSERVE' s
non-flnanclal methodology can stack up ag8.1nst clallDS of other enterprlse
asS1Stance models

The model focuses on the follOW1.ng benef1ts and costs

Beneflts WIth TBCHNOSBRVE ASSIstance BenefIts V'th~ut ~echnoserve Assls~ance

let
BeDehtl

A Farmer's ncole
• B EnterprIse lncoae
+ C Salarles and wales

paId b7 enterprlse

less
A Farner's prevIous lrcome

+ B PreVIOUS enterprlse IncOle
+ C PreVIOUS salarIes and wages

pald b7 enterprlse

COltl: A TECHNOSEaVE proJect and dIrect adllnlstratlve costs
. B Fet6 palQ b7 enterurlse for TBCHNOSiiVB serVlees
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These 1nd..1cators are broken down Into components and recorded for each year of
proJect ass1stance and proJected ten years further than the last year of
assIstance (See sample spreadsheet, AppendIx 1 )

A Cost-Effect1veness rat10 1S then calculated by dIvIdIng the present value of
benef1ts by the present value of assocIated costs Z For example, a ratIO of 1
tells us that the fInancIal benefIts derIved by proJect partICIpants was equal
to the flllBllclal costs Incurred by TECHNaiERVE. By Comparlltg ratIOS from
d..1fferent proJects, we can learn more about our work wIth dIfferent types of
proJects In dIfferent COlmtrles It helps us to evaluate wiuch sorts of
enterprIses we are most effect1 ve at asSIstIng and whether t-Te are delIverIng
enough d..1rect fInancIal benefIts to the proJect partICIpants ThIS lnfonnatlon
IS lDIpOrtant feed-back to our fIeld and program managers

TIus type of evaluatIon IS fanullar to developnent banks and to prIvate sector
companIes Unfortunately, exIstIng methods focus strIctly on measurable
fInanCIal benefIts and costs To Incorporate a measure of other non-fInancIal
beneflts dellvered by Its proJects, TECHNOSERVE developed a second component of
ItS formula whIch Incorporates other, perhaps mtBnglble, but crlbcal, benefIts
from our servIces

Non-quanbflable benefIts fall Into three categorIeS SOCIal, econoIIllc, and
pollcy Such benefIts InClude the degree to wtuch TNS asslstance Improved
managerIal and technIcal slulls, Increased control over qualIty of hfe,
lIlCreased partlclpatlon for marglnallzed groups, sustalned productIVIty,
Increased employment, Increased econOllllc lInkages to the commmuty , llIlproved the
pollcy enVlronment for enterprIses, etc (See Non-Quantlflable BenefIts Ratlng
Sheet, Appenci.lx 2.) We deteI'lIllne prIorIty weIghts reflecting the relatlve
1.IIIpOrtance of each category accordlng to the strateglc goals of the program.
'I'ECHNC6ERVE staff who are fSDllllar Wlth the proJect grade each beneflt to
:Lnd1cate ItS relatIve success or faIlure The graded values asSIgned are then
multIpl1ed by the prIorIty weIghts to get a weIghted value The ProJect AdVIsor,
the Colmtry Program DIrector, and the Program OffIcer, each rate the proJect and
the resultIng values are averaged.

These weIghted values, although calculated from SUbJectIve Judgements about
proJect success, lnhcate the degree to whICh that proJect has Increased
beneflts to benefIcIarIes. The ratIng IS scaled so results hIgher than one
reflect a POSItlve non-fInancIal benefIt to the proJect The accompanYIng
cooments for each ratIng explaIn why the proJect came out ahead (ratIng > 1) or
behInd (ratIng < 1).

Because the method and measurement of d..1rect fInanCIal beneflts (Step 1) IS
ObJectlve, we choose to keep thIS component separate from the more subJectlve

---------------------
(Z BenefIts, whlch are calculated l.n local currency, are converted. to current
values of local currency USIng Constmter PrIce IndIces for each cOlmtry Beneflts
are then mscolmted by ten percent to accOlmt for the tlme value of money, to
obtaIn a current local value. ThIS flgure IS then converted to dollars USlng
the current exchange rate Costs are alread.v In dollars because they are
Incurred TECHM:lSERVE e"<pendJ.tures These cash flows are dlscounted by the yearb
Treasury Blll l.nterest rate )
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non-quant~f~able components But presented together, they provIde a mean~ngful
p~cture of how our proJects stack up to our stated goals.

RESULTS OF '!HE EVAllJATIOO

TECHNOSERVE analyzed a sample of ~ts proJects USIng thIS Cost-Effectlveness
rat~ng tool to see If the project benef~ts Just~f~ed TECHNOSERVE's costs
Cons~der~ng only d~rect f~nanc~al benef~ts, 65% of the proJects analyzed were
viable, prof~table businesses, del~ver1ng f1nanc1al benef~ts beyond what
TECHNOSERVE had Invested 1n ass1stance (flnanc1al rat1ng > 1) Generally rat10s
ranged from 1 75 to 29 25 TIus \on!S certainly an ~nmcatlon that our techn1cal
ass1stance and tra~nlI}g had been cost-effectIve (In one case, consIdered one
of Technoserve's worst InterventIons, the rat10 \on!S 02) Add1.t10nally, we fotmd
that as a result of our asSIstance valuable SkIlls were transferred, greater
partlcIpat10n ~n enterpr~ses \on!S achIeved, ~solated cammun~tIes gaIned greater
access to extens10n serv1ces, electrICI ty was brought to a new area, the
government UlCreased the pr~ces at wh~ch they purchased a commexhty ,
transportat1on bUS1nesses spnmg up arotmd a successful enterprIse, and 'bus1ness
models were adopted by others 1n the COllIlIUll.lty.

Although the f1nanclal lDIpBCt of these benefits are hard to quant1fy, these
gains were sometlmeS even more lDJPOrtant to the benef~clarles than the 'busIness
profits But at the heart of these other benef1ts \on!S a functlon~l}g enterpr1se
wh1ch reqw.red some nOn-fl.l18l1CIal asSIstance to help 1t become organIzed and
adapt to growth, change, new markets, etc Cremt alone could not have produced
such long-last1ng changes to these enterpr1ses, many of wh~ch received at least
three years of TECHNOSERVE ass~stance.

The process of develop1l}g a cost-effectiveness methodology \on!S long and
1DS~ghtful for TECIINa)ERVE staff. In the process we learned many lessons and
debated many lssues We generally agree on the f~nal product, but we continue
to reVise and adapt the system as necessary

Attached 1S a matrIX wh~ch SUlllDarlzes the strengths, weaknesses, opportun1 tIes,
and threats from TECHNCSERVE' s perspectIve based on these lessons (See
Appenchx 3 ) Some other major lesson learned Include

- ValId results depend on accurate data collection It was mfficult to make
accurate calculatIOns for older prOjects for wh1ch we dld not have
correspondJ.ng baseline data. The results of present and future proJects Will
be more rehable

Implementing a cost-effect1veness system can dramatically Improve data
collect1on from the field Since It may lnvolve substantial cha:r}ges In
lnformat1on collect1on, top management should back the concept

- Once constructed, the model can have other uses, It can be a valuable tool
for measur1l}g the sensltlvlty of proJect10ns Price or quantity fluctuations
can be calculated In to deteI"DU.lle theIr unpact on an enterprIse

The real benefits of USing th1S system are to f1eld adVIsors. Therefore,
cost-effectiveness analYSIS should be conducted 1D the f1eld and used as a
management tool



The methcxi as stated above 1S not appropr1ate for capturJ.ng the benef1ts of
asS1stance TECHNOSERVE prov1des to 1nstltutlons We are worklng on another
model that captures the essenCe of enterpr1se analYS1S, but 1S more appropr1ate
to 1nstItutl.ons

Once an enterprl.se folds I few benefl.ts contl.nue to accrue to members Therefore I

our prl.mary concern must be to teach bus1ness owners to understand how to nm
thelr busl.nesses on theIr own -- to be able to make future decl.sl.ons, not Just
to overcome lJIIIled1ate constra1nts

The succeSS of developnent programs should be evaluated from the benefl.C1ary's
perspectl.ve For enterpr1se asSl.stance programs, the 1mpact on the enterprl.se
must be a crl.tl.cal l~cator To couch success of a program l.n terms of the
ab1l1ty of an organl.zat10n to recapture loan funds, or 1tS ab11l.ty to 1nteract
w1th more and more benef1C1arl.eS, does not capture the essence of enterpr1se
developnent These are measures wh1ch 19nore the qual1ty of developnent
assJ.stance prov1ded through t:une, and the nature of changes whl.ch occur as a
result of a program. Such measures of success dJ.stort the real goals and
l.nCentIves of program staff to produce long-term, susta1nable changes

Spec1ally des1gned tra1nJ.ng and approprl.ate techm.cal asSl.stance are the
crl.tJ.cal components of an enterprl.se program wtll.ch can change the way that poor
entrepreneurs Vl.ew theJ.r busl.nesses If we can 1D1prove the level at whl.ch small
busl.ness owners operate and make decl.sl.ons, they mIL have a chance to be
self-suffl.cl.ent If we focus our efforts on proVl.dJ.ng credJ.t, Wl. thout
complement1ng these efforts Wl.th tral.nl.ng and technl.cal ass l.stance • we are
only addreSSl.ng one of many constral.nts and rl.sk the overall effectl.veness and
sustal.nabl.ll.ty of our 1nterventl.ons

If provl.d1ng trauung and techm.cal asSl.stance to enterprJ.se owners 1S too
costly, then we should concentrate on ways to reduce costs and make programs
more effl.cl.ent Wl.thout compronusJ.ng the qua!1ty. We need to shl.ft our attentIon
away from recoverl.ng lllStl.tutl.onal costs l.n the short-rtm. TECHNOSERVE 's
cost-effectl.veness analysl.s l.S our attempt to match our concern over program
costs Wl.th the l.mp8Ct we have on enterprl. 3es Of course, the numbers we come up
W1th w1ll be most val1d 1n the1r own coun:.ry context and must be 1nterpreted.
accordJ.ngly. However, by putt:mg ourselves through the process, we wl.ll not
only learn more about our programs and our organl.zatl.on, we wl.ll also benefl. t
from recordJ.ng thl.S l.nformat1.on more systematl.cally We feel certa1n that the
cost-effectl.veness process ~ll help our fl.eld offl.ces to do the1.r Job better

Although TECHNOSERVE desl.gned thls system to meet 1.ts needs. the underlYl.ng
pr~ncIples gu~d1ng the analysl.S should apply to other enterprl.se asSl.stance
programs EnterprIse programs are well SUl.ted to thl.S sort of analysl.s because
the major determl.nants of success are measurable gal.ns to owners and employees
The valuatl.on of l.mpact on the broader COIJlllunIty helps to keep an organl.zatl.on 's
perspectIve on the overall goals of the developnent process -- to encourage long
term poSl.t1ve changes 1n the ll.ves and ll.vell.hocxis of low l.ncome people.
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APPENDIX 3

TECHNCSERVE COST-EFFECTIVENESS ANALYSIS
MATRIX OF STRENGTHS, WEAKNESSES, OPPORTUNITIES, AND THREATS

STRENGTHS WEAKNESSES

Shows TNS Stewardshlp, responmng to
concerns of donors and fundJ.ng agenc~es

Provlded good baals for proJect analYSls

Instlgates substantlal mscusslons on
proJect lIIIpBCt among proJect adVl.sors.

Helps defme proJect scope

Ralses consc1ousnesS of relatlonshlPS
bet-ween TNS aBS1Stance cost and proJect
beneflts.

Ratlonallzes the ldentlflcatlon and
lnformatlon collectlon of proJect
beneflts.

SJJPUflcantly cauplements proJect
eval.uat1CX1•

Provldes a .,w I 1at1on model (template)
that can be DIprOY'ed and adJusted to
cbangmg cond1t10ns as the proJect
progresses •

Helps lDSUI'e that baselme data are
collected (needed for proJect~ons.)

Helpful ln developmg busmess plans and
proJect1ons.

OPFORTUNIT~

'1WS 1S one of the f1rst PVOs to establ1sh
a comprehens1ve system of mformat1on an
cost-effect1veness.

Enhances 'lWS ab1hty to do Systemat1C
evaluatl.on of proJect performance

Enhances fund raJ.smg by showmg the
relatlonsh1p8 bet-ween costs and beneflts.

It has potent1al to be a new produc:::t that
other PVOs can adapt for thelr use TNS
can provlde asS1Stance m establ1shI.ng
suc:::h systems.

Implementatlon lull take a~y advl.sor tlme
from other actlvltles

Rellable data for estlJDatmg beneflts does
not yet ex1St. Costs for data collectlon
may lllCrease

There 1S heavy rellance on
non-quant1fl.able J.ndJ.cators TIllS may
J.nduce blBS of persons domg the ratlngs.

D1fflcult to separate out asS1Stance
proV1ded bv other orgaruzatlons. Asst.mes
net lnCreases are a result of TNS
aBS1Stance •

Heavy weUhts on non-quant1f1able beneflts
may reduce our focus on enterpr1se
developDent m favor of other ccmwJD1't7
aspects.

Results can be msconstnJed l.f taken out
of the1r COl.D1try context.

Bolls down a proJect to several nl.IDbers,
l.l1CreasJ.na temptatlon to ma.ke dec1S1011S
based solely on C/E mchcators

Its appl~catlon may be llJDl.ted to certaIn
proJects. It may not be appl'Opr1ate for
evaluatlng lnStltutlonal asS1Stance.

THREATS

Indlcators may show negatlve results or
less POS~t1ve than expected. ~ep.t1ve

external forces may not be adequately
reflected.

Each program may ~t to tal.lor the system
so much to the~r specl.f1cS that the system
no longer lS relatl.vely standard.J.zed.

TNS methodology may be vlewed as too
s1DlP11st1c In l1ght of the extenslve
11terature on cost-benef1t analyS~s US1ng
more SOpil1St1cated methods
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In an effort to prov1de background for the above, I sent out a
page of survey Quest10ns to ACCION's th1rty aff1l1ated M1cro
bus1ness Programs. The purpose--to prov1de a "snapshot" of what
lS actually be1ng done 1n th1S area pr10r to com1ng to some
conclus10ns

The f1rst Questlon was concerned w1th the themes treated 1n
the courses, the length of each course, frecuency of each
course glven, and the average number of part1c1pants.

As wlth the rema1n1ng questlons, the f1rst percept,on exper1ence,
desp1te the fact that all of the organ1zat1ons are aff1l1ated
w1th ACCION and that each has access to all the tra1n1ng
materlals
of the rest of the network, 1S one of varlety and creatlv1ty

Some Programs (Bol1v1a and Brazll) have as many as 12 d1fferent
themes developed, others only three (Honduras) Wh1le some
"courses" last only an hour or hour and a half, others cons1st
of s1xteen (Honduras) and even f1fty-four hours (Ar1zona)
Equally var1ed were the responses regard1ng the frecuency w1th
Wh1Ch the courses are g1ven (monthy to tW1ce per year) and the
number of part1c1pants (5 - 60). Themes 1ncluded Accountlng,
Market1ng, The Bus1ness Plan, Taxes, Productlon Costs, and
Human Relat10ns.

Some Programs (ADEMI and AVANCE) dld not even have formal
tra1n1ng courses. In the case of ADEM!, formal tra1n1ng 1S not
looked upon as a need that cannot be f1lled by one-on-one 1n shop
contact w1th the mlcro-entrepreneur.

COST

Wlth regard to the cost~ of tralnlng, the concrete questlons
were Have you calculated the costs of tralnlng? and What 1S
the cost per part1clpant? Also, questlons were asked to
determlne
how these costs were be1ng covered

The programs cover the1r traln1ng costs by 1) d1rectly charg1ng



the cl1ent herself, 2) uS1ng grant funds allocated for th1S
purpose, 3} 1nclud1ng th1S 1n the pr1ce structure for the cred1t
extended or some comb1nat10n of the three ADIM 1n llma and
the Fundac10n Paraguay 1n Asunc10n have calculated the1r costs
to be $3 29 and less than a dollar per part1c1pant per course
respect1vely

IMPACT

Do you have a Tra1n1ng Program because 1t 1S eaSler to get
fundsDo for tra1nlng rather than for credlt? Or do measurable
lmpact lndlcators really eX1st? What are they? How and how
often
do you measure tralnlng 1 s lmpact on your program?

(M1CRO/Arlzona) The debate regard1ng the 1mportance of tralnlng
and/or cap1tal to mlcro-enterprlses h1nges on whether a buslness
person, even w1th the necessary des1re and cap1tal, can actually
succeed. Studles pOlnt to lack of buslness management Sk1l1s as
one of the most crltlcal factors causlng buslness fa1lure •
M1cro, therefore, lS trylng to address both 1ssues

(Fundac1on Paraguaya) Even lf tra1nlng In the beg1nn1ng 1S not a
felt need, 1t lS a real need WhlCh, 1n tlme, 1S recogn1zed
as such by the program part1c1pant The Fundac10n does not have
a tra1nlng speclf1c evaluatlon system but rather a global program
evaluat10n each semester

AD 1M/Peru We have a tra1n1ng program because the cl1ent really
needs It. Up untll now, we only measure ut1l1ty and the levels
of understand1ng of the themes covered at the end of each course

PRODEM/BollVla We do not have measurable lnd1cators at th1S
pOlnt The wl111ngness on the part of the part1c1pants to ass1st
at the courses (they are optlonal) so as to be able to dlSCUSS
and analyse thelr problems 1S our ch1ef 1nd1cator

COOPART/Braz11 The lack of managerlal skllls w1th1n the
1nformal
sector lS a llmltatl0n Just a' deb111tat1ng as 1S the lack of
access to cred1t. We see two ways of evaluatlng the lmpact of
traln1ng through the personal test1mony of the partlclpants
at the term1nat10n of each course and through the V1S1tS of the
Program Promoters WhlCh allow them to see management change
and 1mproved human relatlons Sk1l1s belng lmplemented Wlthln
the1r buslness

ESPEJO/Ecuador Only through tra1nlng wlll mlcroentrepreneurs
become prof1tmak1ng. By learn1ng to correctly adm1nlster human,
flnanclal and mater1al resources, the m1croentrepreneur w1l1 be
able to lmprove quant1tat1vely and qual1tatlvely her bus1ness

ADEM1/Domlnlcan Republ1c Techn1cal asslstance 1S lmparted
1n the Domln1can Republ1c w1thout formal courses but rather 1n



one on one meetlngs of the cllents In the1r shops w1th well
tralned program professlonales The ch1ef lnd1cators of the
success of th1S approach to traln1ng lncreaslng demand for the
serVlces of the Program as well as a h1gh rate of on t1me
repayment Key to the quallty of the 1n shop tra1n1ng glven
to mlcroentrepreneurs 15 an ongo1ng traln1ng program for
tra1ners

FUNDAP/PROSEM/GENESIS EMPRESARIAL/Guatemala

These recently establlshed programs (Quetzaltenango and
Guatemala)
have both cred1t and tra1n1ng bU1lt 1n to the or1g1nal des1gn
It w1ll nave both formal classes and 1n shop manager1al tra1n1ng
In t1me, the latter w1ll be the ch1ef 1nd1cator of the eff1clency
of the former

ASEPADE/Honduras Here, regard1ng 1mpact evaluat10n of the
traln1ng program, 1mpact 1nd1cators have been determ1ned and
make up an 1n shop follow up sheet Wh1Ch 1S f11led out each
semester An attempt 15 made to determ1ne the level of
appl1cat10n
of the concepts and pract1ces taught 1n the courses

The relat1onsh1p between tra1n1ng and an lncrease 1n product10n,
sales, earn1ngs 1S qual1fled and quant1fled to the extent
poss1ble
Wh1le more d1ff1cult to measure, att1tudlnal changes as well as
the level of learn1ng are also exam1ned.

ADDITIONAL SERVICES

A f1fth quest10n In addltlon to buslness tralnlng courses, what
other forms of non-credlt asslstance do you offer to partlcl
pants?

Tax sem1nars
Mlcroenterprlse EXpos1t1ons
L1cens1ng Procedures through C1ty Off1c1als
Formatlon and encouragement of Hlcrolndustrlal Chambers of
Commerce
PubllC Educatl0n (to provlde a more understandlng enVlronment
In WhlCh to work, 1n some countr1es, the 1nformal sector 1S

st1ll seen as more a part of the problem than of the Solut1on)
Hous1ng loans (home 1mprovement, st1ll 1n study stage)
Legal serVlces
Reproductlve Health
Harketlng aSSlstance
Group purchase of raw materlals
Llteracy courses
Organ1zat1on of Assoc1atlons to serve mutual needs of speclflc

groups



STRONG POINTS

What do you conslder the three strongest assets of your Tralnlng
Program and/or non-flnanclal asslstance?

People do need tralnlng
Especlally bas1c bookkeep1ng
01re need for small bus1ness evaluatlons (MICRO/Tucson)

Once the lnltlal barrler 1S overcome (unfelt need), mlcrobuslness
people, after the1r fourth loan, beg1n to understand the funct10n
and practlcallty of the courses as they lntegrate what they learn
lnto the dally operatlon of thelr bus1nesses (Paraguay)

Progress made In self-aff1rmatlon
Human Relat10ns
Bas1c Courses 1n Admlnlstrat10n (ADIM/Peru)

The partlc1pants l1ke the courses
They f1nd them helpful
They use what they learn. PRODEM/Bollvla

Traln1ng
content and methodology meet cllents' needs
human relat10ns aspect lS 1mportant

Market1ng
open1ng up new poss1b111tles
lowerlng costs ln purchase of mater1als (Braz1l)

The three-phase process of "asesorla" -- I} dlagnos1s
of bus1ness/request for loan, 2) loan del1very In groups
of entrepeneurs so as to provlde a sense of 1ntegratl0n
w1th the program and wlth other entrepreneurs, and 3)
follow-up V1S1tS tWlce per month -- lS the key to program
expanslon, consol1datl0n, and h1gh recuperatlon rates
(ADEMI/Santo Domlngo)

Complete methodologlcal gUlde for tralners.
Feedback from partlc1pants
Dldactlc materlal WhlCh meets needs of part1clpants at the1r
level. (PROSEM &GENESIS EMPRESARIAL/Guatemala)

Nlnety-nlne percent of the part1clpants who begln the slxteen
hour courses fln1sh them.
Tra1nlng courses are also an lntegral part of the methodology
Wh1Ch leads toward the organlzat10n of m1cro-entrepreneurs.
And It 1S worklng (ASEPADE/Honduras)

What are the prlnclpal challenges or d1ff1cultles whlCh your
Program faces 1n the area of bus1ness tralnlng or other forms



of non-f1nanc1al aSs1stance?

No resources to hlre professl0nal lnstructors
Need more tralnlng materlals for bus1ness adVlS0rs
Need more techn1cal ass1stance for spec1f1c m1cro home-based
buslnesses (MICRO/Ar1zona)

Increase the content of the tra1nlng materlals Wh1Ch, untll
now, covers the perled from the flrst to the slxth loan (one
year) At thlS pOlnt, the mlcro-entrepreneur needs more
speclflc tralnlng

Use communlcatlons medla not only as a management tra1n1ng
tool but also as a means of promotlng the program Use
chambers of m1cro 1ndustry as extenslon centers for techn1cal
ass1stance (Paraguay)

Lack ef resources
Lack of motlvatl0n of the partlc1pants.
Lack of cl1ent tlme for dedlcatlon to educat10n (ADIM/Peru)

Improve eXlst1ng knowledge of the real1ty of the m1crobus1ness
sector so as to make the tra1n1ng more atuned to 1tS needs

Promote the moral d1sc1pl1ne of the partlc1pants 1n the1r
1nterrelatlon w1th the Program and w1th each other (as 1n
the Grameen Bank).

Form a speclallzed team of "asesores-tra1ners" wlth the qualltles
and conv1ct1ons as real agents of change, not w1th unlform1ty
of thoughts and act10ns, but rather wlth d1verse op1n1ons and
crlterla based on an overall motlvatlng force, Wh1Ch lS 1tself
an amalgamatlon of obJectlves of the Program, the part1clpants
and the tra1ners. (PROOEH/Bollvla)

F1nanClal resources for teach1ng mater1als
T1me and dlstance constra1nts for the partlc1pants who want to
asslst at the courses In many cases, ass1stance at courses
1mpl1es c10s1ng the buslness (Brazll)

Low attendance at tra1nlng courses
lack of suff1c1ent space for courses
Person 1n charge of tra1n1ng has not been selected as yet.
(PROSEH, GENESIS EHPRESARIAL/Guatema1a)

Elevate the status of a real need to that of a felt need
Create a conSC10usness among the entrepreneurs regardlng
the lmportance of tralnlng.
Help the part1c1pant 1dent1fy the traln1ng program as a
vehlcle toward the format1on of organ1zat1ons 1n and through
Wh1Ch she can resolve In a collect1ve way common problems
such as bulk purchas1ng, qual1ty control, market1ng
Tra1n1ng must deal w1th themes of lmmedlate lnterest



If you had to get your 1deas across to a group of lnternatl0nal
experts on tra1n1ng and/or non-cred1t asslstance to
mlcrobuslnesses
1n a message of flfty words or less, hOM would you express 1t?

Tralnlng 1S dependent on those who glve lt as well as those
who recelve The quallty and flexlblllty of the tralnlng support
can be as crltlcal as lts avallablllty Professlonals who
provlde
the tralnlng must know how small bUSlnesses operate In reallty
and be able to communlcate wlth the specldl audlence. The
problems
and needs of a wh1te male enterpr1se can be qUlte d,fferent from
a mlnor1ty female, for lnstance.

The tra1nlng must be flex1ble, expla1n1ng how a bus1ness should
work but also provldlng pract1cal adv1ce on deal1ng w1th
day-to-day
bUS1ness problems BUS1ness people are pr1mar1ly 1nterested 1n
learnlng how to deal wlth the spec1f1c problem at hand, not the
abstract problem yet to be faced

The tralnlng must be ongo1ng through lnformal peer adv1ce and
counsel1ng as well as formal classroom style. The problems
change dally and so_ should the tra1n1ng. Many commun1tles have
the capac1ty w1th1n-the1r eX1st1ng corporate, educat10nal and
organlzat10nal structure to prov1de management tra1n1ng and
techn1ca1 support. (MICRO/Ar1zona)

The Program of support for the m1crobus1ness has two
complement1ng
components, the f1rst of WhlCh lS the cred1t component Wh1Ch
sat1sfles the 1mmedlate need for work1ng cap1tal Once th1S need
beg1ns to be partlally sat1sf1ed, then the subsequent though
equally 1mportant need, that of 1mproved management pract1ce can
be addressed through the traln1ng component. (Fundac10n
Paraguaya/Asunc1on)

Tra1n1ng lS a challenglng and transformlng 1nstrument of the
m1croentrepreneur ' s real1ty It lS chal1eng1ng because It
pretends to know. not only the cr1t1ca1 real1ty 1n Wh1Ch he llves
1n order to transform 1t, but also the manner 1n Wh1Ch the
entrepreneur llves 1t so as to be able to measure the results of
the act1vlt1es almed at self-development.

The tra1nlng process should be cognltlve, capable of def1nlng lts
own content, techn1que and methodology, not s1mply accept1ng
those adopted from ways of thlnklng and actlng Wh1Ch presc1nd
from the culture of those the traln1ng 1S lntended to serve,
therefore, the methodology should be partlclpatlve, pol1t1C and
d1alect1c. (PROOEM/Bol1v1a)

Few m1crobus1ness people have bus1ness Sk1lls Wh1Ch go beyond the



emp1rlcal Few have developed personal relat10ns SK1lls
Thelr bUSlnesses suffer from these deflclencles Tralnlng
helps address these needs and results are measured In lncreases
ln product lon, proflts, and 1mproved soclal Skllls (Brazll)

Tra1nlng lS expenSlve and 1S not effectlve for all mlcroentrepre
neurs Some, however, can proflt much from tralnlng but It must
be des1gned to meet the speclflc needs of the cllent
The part1clpant must feel and recognlze her need tralnlng lf
It lS to be taken full advantage of Programs should not requlre
tralnlng for all thelr cl1ents but should be able to offer lt for
those lnterested Cllents should pay the costs of the tra1nlng
(AVANCE/Costa Rlca)

Tralnlng 1S key to the growth of the mlcroenterprlse It lS
1mperatlve, therefore, that support programs lnclude wlth
credlt serVlces those of traln1ng, Slnce alone, nelther of
the two serVlces, would ach1eve acceptable results

At the lnltlal stages of the Program, the m1croentrepreneur
generally does not feel the need to recelve traln1ng Because
the need, though real, 1S unfelt, there lS reslstance to and
poor asslstance at the traln1ng seSSlons In tlme, however,
as the effects of the tralnlng set ln, the partlc1pant
1nternallzes
thlS need and applles what he learns In hlS day to day
operatlons
(FUNDAP/PROSEM/GENESIS EMPRESARIAL/Guatemala)

Contrlbutors Gabrlela Perez Albela, ADIM, Peru
Martln Burt, Fundaclon Paraguaya, Paraguay
Frank Ballesteros, MICRO, Arlzona
Pancho Otero, PRODEM, Bollvla
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Introduct10n

ATI s mandate to get approprlate technologles lnto the hands
of the rural and seml-urban poor lS strongly affected by the
macro-pollcles of natlonal and local governments and flnanclal
lnstltutlons In most cases, the general soclal and economlC
envlronment as well as lndustry-speclflc regulatlons, taxes,
Subsldles, trade and flnanclng pollcles, and SClence and
technology research and dlssemlnatlon pollcles favor large-scale
and urban enterprlses As a result, many approprlate
technologles remaln relatlvely unused These technologles tend
to be more labor lntenslve, less capltal lntenslve, and requlre
less forelgn exchange than "modern," large-scale technologles
They are more compatlble wlth avallable skliis and resources and
more soclally and envlronmentally sound

Buslnesses declde at the mlcro level WhlCh technologles to
adopt These decls10ns are based on the (1) Ob]ectlves of the
flrm, (2) resources avallable to the flrm and relatlve prlces,
(3) Slze and type of the market, and (4) knowledge of avallable
technologles Frances Stewart of Oxford Unlverslty emphaslzes
that government macro-pollcles can affect these mlcro-Ievel
factors through overall economlC condltlons {e g, the money
supply. lnterest rates and the avallablllty of credlt, aggregate
demand, currency exchange rates, and the dlstrlbutl0n of lncome),
dlrect publlC expendltures (lncludlng lnvestments In
lnfrastructure or enterprlses, human resource development,
Subsldles, and tax preferences), and regulatl0ns (especlally
those pertalnlng to wage rates, the transfer of technologles,
forelgn lnvestment and trade, and the Slze, composltlon and
ownershlp of economlC unlts)

In some cases, technologles wlth low or negatlve soclal
value perslst because of lnapproprlate macro-pollcles Speclal
lnterest groups lnfluence government pollcles to varylng degrees
Current optlons may be 11mlted by past dec~s10ns Governments
and multlnatlonal corporatl0ns also playa dlrect role In R&D and
the cholce of technologles R&D tends to concentrate around the
types of technologles and products currently In use

Thus, to ensure successful demonstratlon proJe=ts, ATI must
seek to lnfluence the relevant pollcles In the ar3as where we
work Moreover, although demonstratl0n proJects are lmportant In
statlng the case for appropr1ate technologles, th1S approach lS
not enough To have broad 1mpact and to help ~mplement changes
1n eX1stlng pol1c1es, ATI must share 1ts exper1ences w1th
natlonal and local governments and f1nanc1ng 1nstltut10ns

As part of ltS work 1n the area of macro-pollc1es, ATI has
supported a book of case stud1es and organ1zed and held semlnars
on m1cro enterpr1se development ATI has also comm1ss1oned
addltl0nal studles by consultants In add1t1on, AT! staff have
exam1ned the connect10n between m1cro-Ievel proJects and macro-



po11c1es 1n our own f1eld program of demonstrat1on proJects
(Hyman 1987a and b. 1988a and c. forthcom1ng a - b)

Sem1nars on M1cro-Enterpr1se Development

In the fall of 1987. ATI sponsored a sem1nar on the role of
cred1t 1n small- and m1cro-enterpr1se development Panel
d1scussants 1ncluded Jaya Arunachalam (Work1ng Women s Forum).
Carlos Castello (Acc1on Internat10nal - Colomb1a). Mar1a Marta
J1menez (FINCA - Costa R1ca). and Jeffrey Ashe (Consultant) In
add1t1on to ATI staff. guests 1ncluded representat1ves of A I D •
the InterArner1can Development Bank. and the World Bank The
d1Scuss1on focused on the character1st1cs of successful examples
of m1cro-cred1t programs. relat1ve pr10r1t1es for 1ncome
generat10n versus employment creat10n, the econom1C 1mpact of the
programs, and the1r relat10n to macro-econom1C pol1c1es

In October of 1987. ATI organ1zed a forum, "Appropr1ate
Technology for Small Enterpr1se Development" at the U S
Congress The speakers 1ncluded Representat1ve BenJam1n G1lman
(R-N Y), George Ingram (House Comm1ttee on Fore1gn Affa1rs),
several members of ATI s Board of Trustees, ATI s Pres1dent, Dr
Nyle Brady (Sen10r Ass1stant Adm1n1strator, A I D SC1ence and
Technology Bureau), and representat1ves from three NGOs 1n
develop1ng countr1es Barnabas Anguh (founder of a small
pr1vate f1rm 1n Cameroon that manufactures and repa1rs equ1pment
for farm use and agr1cultural product process1ng), Dr Malee
Suwana-adth (D1rector of a foundat10n 1n Tha1land that appl1es
SC1ence and technology to rural development), and Ing Oscar Arce
(V1ce Rector for Academ1c Research of the Costa R1can Inst1tute
of Technology

Macro-Policy Book

ATI comm1ss10ned a set of case stud1es on the effects of
macro-level pol1c1es on the potent1al for adopt1ng appropr1ate
technolog1es These stud1es were ed1ted by Frances Stewart and
publ1shed by Westv1ew Press 1n 1987 under the t1tle Macro
Pol1c1es for Appropr1ate Technology 1n Develop1ng Countr1es
These stud1es cover the follow1ng tOp1CS (1) class1f1cat10n of
macro-pol1c1es (Frances Stewart), (2) technology ch01ce 1n
agr1culture 1n Ind1a (Ashok Rudra), (3) 1rr1gac10n technology 1n
Bangladesh (Stephen B1ggs and Jon Gr1ff1th), (4) small-scale
paddy thresh1ng 1n Tha1land and the Ph111pp1nes, (5) rural
11nkages 1n the Ph111PP1nes and Ta1wan (Gustav Ran1S and FranC1S
Stewart), (6) small-scale sugar manufactur1ng 1n Ind1a and Kenya
(Raphael Kapl1nsky), (7) technology cho1ce 1n publ1c enterpr1ses
1n Kenya and Tanzan1a (Jeffery James), (8) 1n-plant techn1cal
change 1n Lat1n Amer1ca (Ph1111p Maxwell), (9) the
standard1zat1on of mach1ne tools 1n Japan and Ch1na, and (10) an
1nterv1ew and conclus1ons for the set of stud1es (Frances
Stewart)

Macro-Policy Conferences
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ATI, ~n collaborat~on w~th Queen El~zabeth House of Oxford
Un~vers~ty and the Tha~land Development and Research Inst~tute,

held a conference March 21-24, 1988, ~n Pattaya, Tha~land to
d~scuss "Impl~cat~ons of Technology Cho~ce on Econom~c

Development" In add~t~on to ATI, fund~ng carne from the
Netherlands Government and the Internat~onal Development Research
Center of Canada

The follow~ng presentat~ons were made at the As~a Conference

L~edholm. Carl "The Effect of Pol~cy and Pol~cy Reform on
Non-agrlcultural Enterprlses and Employment ln Developlng
Countrles A Revlew of Past Exper~ence "

Duff. Bart "Changes ~n Small-Farm R~ce

Technology ~n Tha~land and the Ph~l~pp~nes "
Threshlng

Ran~s, Gustav and Frances stewart
Ph~ll~p~nes and Ta~wan "

"Rural L~nkages ~n the

Baut~sta, Romeo "Macro-Pol~c~es and Technology Cho~ce

~n the Ph~l~pp~nes "

Sant~karn,

Technology
M~nsarn "Macro-Po11c~es

Case Stud~es ~n Tha~land "
for Appropr~ate

Ahmad, Q K "Appropr~ate Technology and Rural Industr~al

Development ~n Bangladesh The Macro Context "

B~ggs. Stephen "Irr~gat~on ~n Bangladesh"

D~scuss~on groups exam~ned ~ssues relat~ng

development. (2) urban development. (3) Role
sector. and (4) gender-related concerns

to
of

( I )
the

rural
publ~c

The As~a conference was well attended by government
off~c~als, bankers. and pr~vate sector representat~ves from
Pak~stan, Bangladesh. Thalland. Sr~ Lanka, Ph~l~pp~nes. Malays~a
and Indones~a Two Tha~ TV channels covered the conference, as
d~d Tha~ newspapers Annex A conta~ns the report surnrnar~z~ng
th~s conference

The Afr~ca Conference had the same bas~c themes as the As~a

Conference. but focused on ~ssues spec~f~c that reg~on It was
held ~n Na~rob~, August 28 - 31, 1988 In add~t~on to government
off~c~als and academ~c~ans, the Afr~ca Conference ~ncluded
representat~ves of some NGOs that work at the grassroots level
The follow~ng papers were presented

Haggblade, Steve, Carl L1edholm. and Donald C Mead "The
Effect of Po11cy and Po11cy Reforms on Non-Agr1cultural
Enterpr~ses and Employment ~n Develop~ng Countr~es A
Rev~ew of Past Exper~ences "
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Hyman, Er1c "The Des1gn of M1cro-ProJ ects and Macro
Pol1c1es Examples from Three of ATI s ProJects 1n Afr1ca "

Wangwe, S M , M S D Bagachwa "Impact of Econom1c Po11c1es
on Technolog1cal Cho1ce and Development 1n Tanzan1a Industry "

Bagachwa, M S D "Technolog1cal Cho1ce 1n Industry A
Study of GraJ.n-M1llJ.ng TechnJ.ques J.n Tanzan1a "

Cough11n, Peter "Technology and Industr1al Organ1zat10n
The Kenyan Case "

Kap11nsky, Raphael "Appropr1ate Technology 1n Sugar
Manufactur1ng "

P~aseck~, Ryszard "Appropr~ate Technolog~es ln Sub
Saharan Afr~ca "

Chuta, EnyJ.nna "The Impact of Macro-Pol~cJ.es on Technology
ChoJ.ce, Development and Employment J.n NJ.gerJ.a "

Ndlela, DanJ.el "Macro-PolJ.cJ.es for ApproprJ.ate Technology
J.n ZJ.rnbabwean Industry "

DJ.scussJ.on groups covered polJ.cJ.es for (1) pr~c~ng, taxatJ.on, and
subs1d1zatJ.on, (2) bank~ng and credJ.t, (3) sc~ence and
technology, (4) f1nancJ.ng rural development and ~nfrastructure,

and (5) regulatory controls and trade

The Lat1n Arner~ca/Car1bbean Conference w111 be held J.n
Mex1Co C~ty on October 25-29, 1988 The theme of the Lat~n

ArnerJ.ca/CarJ.bbean conference 1S "EconomJ.c PolJ.cy, Technology, and
Rural ProductJ.vJ.ty" The follow1ng papers w1ll be presented
there

Reca, Luc1a, Carlos Garramon, and EdJ.th Obscatko
PolJ.cy Context--ArgentJ.na "

"The

Basco, Mercedes "Effects of Macro-PolJ.c~es on ProJect
CachJ. ~n ArgentJ.na "

Salazar, Brandao "The Pol1cy Contest--Braz11 "

de FJ.guereJ.do, Romeo "Effects of Macro-PolJ.cJ.es on
TechnJ.cal AssJ.stance ProJect J.n BrazJ.I "

de Marulanda, Nora "The Pol~cy Context--ColombJ.a "

Guerrero, Rodr~go "Effects of Macro-PolJ.cJ.es on Fundac~on
CarvaJal in ColornbJ.a "

Doryan. Eduardo "The POI1CY Context--Costa RJ.ca "

Pacheco, FrancJ.sco "Effects of Macro-PolJ.cJ.es on the
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Llme ProJect In Costa Rlca "

Conde, Leonardo "The POllCY Context--Domlnlcan Republlc "

Representatlve of APEDE-CIMPA "Effects of Macro-Pollcles
on the CIMPA Program In the Domlnlcan Republlc "

PalS, Rodolfo "The POllCY Context--Guatemala "

Gutlerrez, Roberto "Effects of Macro-Pollcles on the
FUNDAP Wool ProJect l.n Guatemala "

Cotlear, Danlel "The POllCY Context--Peru "

Palomlno, Jose "Effects of Macro-Pollcles on the Annatto
ProJect In Peru "

ATI, ln collaboratl0n wlth the Industrlal Development Bank
of Indla (IDBI) and the Government of Indla, lS also plannl.ng a
macro-pollcy conference targeted speclflcally to Indla pollcles
ThlS conference. to be held l.n New DeIhl In early 1989. wlll
bUlld upon the framework used In the earl1er reg10nal
conferences

other Studles Commlssioned by ATI

Some stud1es comm1ss10ned by ATI relate dlrectly to ATI s
demonstratl0n proJects, whlle others look at trends In new
technologles Raphael Kapl1nsky of the Unlverslty of Sussex
prepared three studles for ATI The f1rst examlned clay brl.ck
manufacturl.ng l.n Botswana. Kenya. and Tanzanla and the tradeoffs
l.nvolved l.n the cholce of productl.on technology MechanIzed
productlon can turn out an 1neXpensl.ve. hlgher qual1ty product
for consumers. wh1le manual productl0n of a lower-qual1ty and
hlgher-cost product generates more employment ThlS study also
exam1ned the equ1ty effects of alternat1ve ways to dl.SSem1nate
brlCk-makl.ng technolog1es

The second paper by Kapl1nsky quest10ned whether l.nherent
economl.es of scale eXlst In technolog1es and whether mass
productl0n 1S necessarlly efflClent and equ1table To reduce
economl.C lnstablllty. he recommended that more attentl.on be pal.d
to downscallng of plant Sl.ze. product nature. and flrm Sl.ze He
also noted the emergence of a new paradlgm of decentral1zed
productlon through mlcro electronl.cs technologl.es From these
observatlons. he concluded that SClence and technology
organl.Zatlons In LDCs need to reorl.ent research, espec1ally 1n
cap1tal goods product1on. to reduce dependence on lnappropr1ate
technologles from lndustr1al1zed countrles

Kapll.nsky s thlrd paper examl.nes the experlence of
downscallng a modern technology mlnl.-Cement productlon In
Indl.a ThlS process requlred levels of technolog1cal development
and management that are well beyond the level generally needed In
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upgrad~ng v~llage-level equ~pment, and was only commerc~ally
v~able under the spec~al cond~t~ons preva~l~ng ~n Ind~a

Jeffrey James of Boston Un~vers1ty class1f1ed technolog1es
1nto f1ve categor1es and assessed the1r relat1ve potent1al for
appropr1ateness 1n LDCs Upgrad1ng trad~t10nal technolog1es 1S
often the most cost-effect1ve way of reach1ng the rural and sem1
urban poor In downscal1ng modern technolog~es, many of the
econom~es of scale that made the or~g1nal technology eff~C1ent

may be lost Most off-the-shelf modern technolog1es and
~nnovatlve replacement technologles tend to be less appropr1ate
for small farms and f1rms ln LDCs because the research that
produced these technologles was carrled out 1n developed
countr1es However, some older modern technolog1es may be
approprlate for med1um-scale urban enterprlses If generated
through In-country R&D. lnnovatlve replacement technologles may
also play an 1mportant role 1n LDCs

steen Joffe and Mart1n Greeley of the Un1verslty of Sussex
concluded that new plant bl0technologles w1l1 revolutlonlze
agrlcultural productlv1ty Changes w11l occur ln the cost and
composltl0n of agr1cultural lnputs. productlon methods. and
compos1tl0n and process1ng of products As lnternatlonal
comparat1ve advantage sh1fts, these changes w1ll present both a
threat and an opportunlty for LDCs The authors urge greater
recognlt10n of the needs of resource-poor farmers for low-lnput
agrlculture In add1t10n to the 1nherent characterlstlcs of the
technolog1es. the1r 1mpacts wlll be affected by. among others,
the degree of prlvatlzatl0n, control over research, and the
1dent~f1catlon of end-user needs and rural 1nstltutlons

Plans for the Future

In the future, macro-pollcy act~v1t1es w1ll compr1se 5-10%
of ATI s program Although consultants have undertaken the bulk
of the pOllCy related work up to now, ATI expects to have a small
profess10nal staff worklng 1n thlS area ThlS 1n-house
capablllty w1ll allow ATI to respond to requests from A I D
mlSS10ns and A I D Wash1ngton, donor agencles, multllateral
development banks, and host-country governments to asslst In
analyz1ng the effects of eXlstlng pollcles and worklng Wlth
development professlonals and dec1s10n makers to help 1mplement
recommended pOllCy reforms

The Government of the Netherlands lS cons1derlng prov1dlng a
large sum of money to the World Bank for on-lendlng to 3-4
countrles that agree to 1mplement pOllCy reforms recommended by
the macro-pollcy conferences organlzed by ATI It lS expected
that ATI wl11 have a role In prov1dlng techn~cal asslstance to
support thlS effort through fleld mlSSlons to assess the lmpacts
of eXlstlng pollcles, ldentlfy posslble reforms, and monltor and
evaluate lmplementatl0n of the reforms

Evaluation Issues
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ATI has a Cooperat~ve Agreement w~th the Sc~ence and
Technology Bureau of A I D that prov~des the mandate and hence
the bas~s for evaluat~ng ATI s work AT! ~s charged w~th

support~ng demonstrat~on proJects that test the commerc~al

v~ab~l~ty, econom~c susta~nab~l~ty, and soc~al appropr~ateness of
technolog~es that are beyond the R&D stage, but wh~ch have not
yet proven ~n small enterpr~se sett~ngs Technology ~s def~ned

broadly to ~nclude equ~pment and processes as well as
d~ssem~nat~on strateg~es for f~nanc~ng and management The
purpose of the demonstrat~on proJects 1S to determ1ne whether or
not repl~cat~on should be encouraged

In add1t~on to the f1eld program, the Cooperat1ve Agreement
calls for ATI "~nvolvement ~n the pOl1Cy aspect of the
appropr~ate technology process, 1nclud1ng the promot1on of a
cl~mate recept~ve to the development, adaptat~on, and ut~l~zat10n

of appropr~ate technology 1n develop~ng countr1es" Thus, ATI s
role as an appl1ed research organ1zat~on and agent of repl~cat1on

and pOl1Cy change d1ffers from that of most PVOs, wh1ch are
ma~nly concerned w~th poverty allev1at~on, prov~s10n of soc~al

serV1ces, tra~n~ng, and ~nst~tut~on bu~ld1ng

It ~s eas~er to evaluate the success of demonstrat~on

proJects than pol~cy act1v~t~es Although pol1cy reforms can
ult~mately have a much larger and more w1despread effect on the
potent~al for use of appropr~ate technolog~es than a s1ngle
demonstrat1on proJect, ~dent1fy~ng the locat~on and ~mpact of
pol~cy changes can be d~ff1cult F1rst, one has to keep track of
what pol~cy changes are occurr~ng Second, assessment of the
~mpacts of the pol~cy change requ~res an understand1ng of many
~nter-related sectors of an economy and other exogenous and
endogenous factors that m~ght also be chang~ng over t~me There
may also be lag t~mes ~n the response of entrepreneurs and other
econom1C actors as they f~nd out about the pol1Cy change and
react to 1t

Th~rd, the causal l~nks between efforts to 1nfluence a
pol~cy and dec~s~ons to adopt reforms are d~ff~cult to prove
because they may be 1nd~rect or d1spersed over t~me and space
S1nce many factors s~multaneously operate on dec1s1on makers, to
what extent d~d part1c~pat10n at a part1cular conference or
exposure to a certa1n publ1cat1on affect the dec1s1on? At
most, you can ask dec1s1on makers about what they th1nk has
1nfluenced them, but they m1ght not even be aware of the
relat~ve ~mportance of the var~ables affect~ng the1r deC1S10ns
ATI has used th1s d~rect quest~on~ng approach to evaluate the
macro-pol~cy conferences (see Annex B for the evaluat~on
~nstrument)

It 1S apparent from the response to AT! s recent macro
po11cy act1v~t~es that there has been a def1n1te change 1n
att~tudes toward appropr~ate technolog~es and m~cro- and small
enterpr~se development w~th~n the LOCs The allegat~on6 that
were somet~me6 made dur~ng the 1960s and 1970s that small f~rms
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were 1neff1C1ent and un1mportant or that labor-1ntens1ve
technolog1es were backward and des1gned to keep LDCs poor and
uncompet1t1ve w1th developed countr1es are v02ced much less often
now Today. there 2S 1ncreas1ng awareness that convent1onal
development strateg2es have not worked Such strateg1es often
have focused on prov2s10n of large-scale 2nfrastructure and
f1nanc2ng for cap1tal-1ntens2ve 1ndustr1es for export or 1mport
subst2tut2on They have fa1led to st2mulate susta2nable econom1C
growth 2n most cases, result1ng 2n the generat20n of large losses
and an 1ncreased burden of pr1vate- and pUb11c-sector fore1gn
debt Moreover, tr1ckle-down approaches have not 1mproved the
welfare of the rural and urban poor and women, 2n part2cular

Nevertheless. there are cases when the effect of AT! s
act1V1t1es on po11cy changes are d1rect and known Th1s 1S most
often the case when the POllCY reform lS assoclated wlth dlrect
lnterventlon to facliltate lmplementatlon of a partlcular
demonstrat10n proJect or repllcatlon For example, commerclal
banks 1n the Chaplngo area In MeXlCO changed thelr lendlng
po11c1es so that farmers partlc1pat1ng In a proJect could recelve
small loans allow1ng them to purchase better lnputs In another
case, the Government of 21mbabwe agreed to change ltS pollcy that
had forced small-scale producers of sunflowerseeds to sell the1r
harvest to a parastatal, rather than process1ng It themselves 1n
v1llage-level equ1pment

In summary, pol1cy changes can have substant2al 1mpacts and
the po11c1es of government agenc1es and pr1vate sector
1nst1tut10ns can be 1nfluenced through research studles,
pub11cat10n of case studles. conferences and semInars, and dlrect
lobbylng However. conventlonal tools for evaluatlon are poorly
sU1ted to determ1ne the eXlstence and lmpacts of pollcy reforms
Any 1nformat1on on how other organlzatlons have dealt wlth thls
problem would be appreclated
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ANNEX A

REPORT ON THE CONFERENCE ON
THE IMPLICATIONS OF TECHNOLOGY CHOICE

ON ECONOMIC DEVELOPMENT

ThlS report wlll summarize the maln themes and lssues
discussed and the maJor concluslons arrlved at durlng the 1988
International Conference on the Implicatlons of Technology Cholce
on EconomlC Development held at Pattaya. Tha1land from March 21
24. 1988

The conference was spread over f1ve seSS10ns and four group
discussions It was partlc1pated in by, amongst others,
representatives from several regional countr1es Bangladesh.
Indones1a. Malays1a. Pak1stan. the Phil1ppines, Srl Lanka and
Tha1land Besides academ1clans, there were representat1ves from
the government, the pr1vate sector and non-governmental organ1za
tlons A total of seven papers were presented in the conference
The f1rst seSSlon was held on the morning of 22nd March and
started wlth an open1ng address by Dr Sanga Sabhasrl, the
Permanent Secretary of the M1n1stry of SClence. Technology and
Energy. Government of Thailand. followed by openlng remarks by
Dr Pha1ch1tr Uathavlkul. Presldent of the Tha1land Development
Research Institute and Mr Ton de Wilde. Execut1ve Director of
Approprlate Technology Internat10nal This was followed by a
keynote address by Dr Frances Stewart and the presentatlon of
the flrst paper of the conference t1tled "The Effect of POllCY
and Pol1cy Reform on Non-agricultural Enterpr1ses and Employment
1n Develop1ng Countrles A ReVlew of Past Experlence" by Dr
Carl Lledholm.

Three papers were presented ~n the second seSSlon also held
on 22nd March These were. "Changes ln Small-Farm Rlce Threshlng
Technology ln Tha1land and the Ph111pplnes" by Dr Bart Duff,
"Rural Llnkages 1n the Ph1llpplnes and Talwan by Prof Gustav
Ran1S and Dr Frances Stewart and "Macro-Pollcles and Technology
Ch01ce ln the Philippines" by Dr Romeo Bautlsta The thlrd
seSS10n held on the 23rd March leard one paper on "Macro-Pollcles
for Appropr1ate Technology Case Studles ln Thalland" by Dr
Mingsarn Santi~arn The last two papers. both of WhlCh were case
studies on Bangladesh. were presented ln the fourth seSSlon, also
held on 23rd March These were tltled "Appropr1ate Technology
and rural Industrial Development 1n Bangladesh The Macro
Context" by Dr. Q K Ahmad and "Irrigatlon ln Bangladesh" by Dr
Stephen Biggs. In each of these seSSlons the presentatlon of
papers were followed by dlScusslons both by pre-deslgnated
discussants as well as from the floor

four
and

After the fourth seSSlon. the part1clpants broke up
groups Wh1Ch d1scussed relevant 1ssues 1n the rural,

publ1C sectors and w1th regard to women respect1vely

lnto
urban

The



group discussion reports were presented ~n the f~fth sess~on

The conclusions of these group d~scuss~ons are also Incorporated
~n th~s report The s~xth and fInal seSSIon was held on the 24th
of March and cons~sted of f~nal remarks by the panel of
presenters and a selected panel of d~scussants These were
followed by a f~nal address by Dr Frances Stewart and Dr
Leobardo Jlmenez Sanchez, Chalrman of Approprlate Technology
Internat~onal Board and a vote of thanks by Mr Ton de WIlde

An ~nformal agenda for the conference was prov~ded ~n the
keynote address by Dr Frances stewart where she prov~ded a def1
n~t~on of appropr~ate technology and a class~f~cat~on of macro
pol~c~es wh~ch affects the cho~ce of appropr~ate technology, and
summarIzed the flndlngs of seven studIes conducted earlIer 1n
thls area. three of whlch were also presented In thIS conference
At Its sImplest, approprIate technology (AT) IS the technology
WhICh makes the best use of resources and best help a country
meet Its needs To be appropr~ate, a technology will need to be
consIstent wIth the soc~al, econom~c and cultural cond~tlons of
the country In WhICh It ~s go~ng to be used In the context of
most developlng countrles AT would thus tend to be labor
Intenslve, smaller scale, more rural, use local materlals and
produce approprlate products By that crlterlon, most
technologles currently ava1lable tend to be Inappropr1ate Slnce
they are developed In contexts qu1te dIfferent from those
prevaILIng In most develop~ng countrIes

However. although appropr~ate technologles are avallable 1n
many Industrles and are not necessarIly ~neffic~ent. theIr use ~s

rather lImIted and In most developIng countrIes the bulk of
Investment IS In 1napproprlate technolog1es An ~mportant reason
for th~s ~s the eXlstence of 1napproprlate macro-pol1c1es
Macro-pollc~es consIst of general government pOI1Cy declslons
that affect choIce and development of technology They determIne
the env~ronment ~n which dec~slons regard~ng the cho~ce of
technology are made

The actual choice of technology IS made at the m~cro-level

by a varIety of micro decISl0n-maklng unIts prIvate f1rms.
large and small, foreIgn and domest1c. parastatals, cooperatIves,
small and family enterprIses, etc They choose theIr technology
~n the light of four ~mportant factors these are. ~) thelr
obJectives, which encompass maxlm~zlng profIts. satIsfICIng.
maxImlzing family lncome and employment. etc. and can vary
accordlnq to the nature of the unIt 11) resources, 1 e the
avallabllity and prlce of resources such as labor. capItal and
raw materials, fac~ng the mIcro-unIt. these can also vary WIth
the nature of the unlt 111) markets, 1 e low or hIgh Income
markets, export or domest~c markets, these Influence the nature
of products produced and consequently the cho~ce of technology
and f~nally, ~v) the range of technology ava~lable to the m~cro

un~ts Each of these factors, ~n turn, can be ~nfluenced by
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government macro-policies Thus macro pol1c1es such as m1nlmum
wage legislation. cred1t and 1nterest rate po11cles. exchange
rate policies. etc • affect resources Trade POl1CY. products
POllCY. information systems and pol1c1es affect1ng 1ncome d1strl
bution in general (both vertlcal and horizontal) can affect
markets Finally. technology 1S a functlon of government
pol1cles towards research and development and 1nformatlon
systems Thus macro pol1c1es lnfluence the cho1ce of technology
through the four routes descr1bed above

In addltion to each pol1cy. the compos1tlon of unlts 1n the
economy. 1 e the proportlon of lnvestment conducted by dlfferent
types of units. has a bearlng on the overall cholce of technology
because there are systematic dlfferences wlth respect to cho1ce
of technology between types of un1ts

Seven emp1rlcal studies whose f1ndlngs were summarlzed 1n
Stewart s address provlde eVldence in support of the argument
that macro-policies affect technology ch01ce through the routes
ldentif1ed ln the above class1flcatlon A study of parastatals
1n Tanzanla and Kenya showed. for example. that desp1te the
eXlstence of more appropr1ate technologies and desplte (In
Tanzanla), the government s declared Ob]ect1ve of equal1ty WhlCh
should have been supportlve of AT. parastatals cons1stently chose
1nappropriate techn1ques The study expla1ned this in terms of
bureaucratlc obJectives, wh1ch are to 1ncrease 1nvestment and
expand output. and Slnce lnvestment was ma1nly fore1gn-a1ded and
often tied-aid flnanced, these obJect1ves led to fore1gn and
1napproprlate technology ch01ce Many of these stud1es also
found forelgn ald donors supporting ma1nly lnappropriate
technolog1es such as a large 1ntegrated r1ce mlll 1n the
Phll1pplnes and a capltal-intens1ve sugar mlll ln Tanzan1a Once
aga1n these were attr1buted ln the studles to the partlcular type
of obJectlves WhlCh guide donor agency behaVlor

Slmilarly. the studies also showed how var10US government
pollcles affected resources. markets, the avallab111ty of
technology and the composltlon of un1ts Another 1mportant
factor WhlCh was hlghlighted was growth Ilnkages between agrlcul
tural and rural off-farm actlvlt1es The latter generally use
more appropriate technology, on the average, and the1r
development is a function of not only the growth of the
agricultural sector but also the nature of 1ts Ilnkages wlthln
thlS sector Finally. the stud1es h1gh11ghted the fundamental
1mportance of pol1tical economy factors These factors can
explain both why inappropriate polic1es are adopted and why they
are not changed even when 1t lS known that they are
1nappropr1ate Although the studies covered a w1de range of
activities in a wide range of countr1es, the conclusions 1n this
regard were strlkingly s1mllar Ga1ns from AT went to poorer
sectlons. small farms and flrms and those 1n the lnformal sector
While losers were generally large landlords. large firms. MNCs,
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etc The same d1str1but10n of ga1ns and losses showed 1n every
study and in countr1es of varlOUS types, 1 e planned econom1es
and less planned econom1es, a1d dependent economles and less ald
dependent economies, countrles where multlnatlonal companIes are
welcomed and where they are not A country wh1ch was relatlvely
free of such polIt1cai economy problems was Ta1wan, where an
early d1splacement of local elltes and an early and effectlve
land reform neutrallzed old polltlcal forces who, In the course
of tlme, were replaced by new politlcal forces r1slng from
dynamic small scale lndustry Consequently. the macro pollcy
framework 1n thls country was found to be more conduclve to the
adoptlon of appropr1ate technology An lmportant quest10n then
was how to solve these polltlcal economy problems Three sugges
tlons put forward lncluded chooslng non-confrontatlonal pol1cles
such as support for agrlculture, developlng new technologles
WhlCh may lncrease ga1ns to all partles and gradually bUlldlng up
new lnterest groups

The classiflcatlon outllned ln the keynote address and the
flndlngs summarlzed thereln were meant to be treated as an agenda
for the conference. belng strengthened or reJected 1n the light
of the experlence of the reglon The subsequent presentations
and d1SCUSSlons were accord1ngly carr1ed out ln the llght of Dr
Stewart s in1tlal presentat10n The themes and lssues covered in
the dlScusslons and the conclUS1ons reached can be divlded into
two categorles those WhlCh provlded new eVldence on the initlal
claSS1flcat10n and those WhlCh went beyond lt and suggested
lmportant new areas worthy of further study Accordlngly, the
remalnder of th1s report 1S d1vlded 1nto two parts f1rst, the
new eVldence on the ln1tlal claSS1flcat1on are summar1zed, th1s
lS followed by a summary of the lmportant new themes emphaslzed
at the conference

The fact that macropollc1es are relevant and have an
Important bear1ng on technology cho1ce was further conflrmed by
the paper by Lledholm et al Lledholm and hIS co-author surveyed
the f1ndlngs of a large number of studIes WhICh evaluated the
nature and extent of pollcy-Induced dIstortIons In the econom1es
of varIOUS LDes and paId part1cular attentIon to the d1fferentlal
lmpact of pollc1es on non-agrlcultural enterprlses accordlng to
Slze and location The flndlngs suggest that a WIde array of
polIcies affected the cholce of techn1que These pollc1es, WhICh
Interact to form a complex polICy envlronment 1n WhICh non
agrIcultural enterprIses operated. can be categor1zed 1n terms of
the channels through which they affect d1fferent f1rms Thus. 1n
the context of the factor market. there are pol1c1es Wh1Ch affect
the price and availability of cap1tal, labor. other 1nputs. and
regulatory poliCIes wh1ch affect the relat1ve profits of
different producers In the output market. there are pol~cies

WhICh affect demand for domest1c products through the pr1ce, of
compet1tlve goods. through sectoral Income d1str1but1on (e g
agriculture vs 1ndustry. rural vs urban, etc) and through
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vert1cal
f1nished
markets.
exchange

1ncome distr1bution and flnally pr1ce controls for
goods Some pol1c1es, def1ned broadly, affect both
e 9 policies relating to import dut1es and controls,

rates and controls and pr1ce controls

The magn1tude of the effects of the p011Cy d1stort10ns
varled from country to country but some general patterns could be
ldent1f1ed Thus. labor market dlstortlons appeared to be
relatlvely mlnor in most develop1ng countr1es whlle. on the other
hand. 1n capltal markets. the cumulatlve effects of varlOUS p011
C1es led to substantial d1stortlons 1n the pr1ce of capltal
Moreover. the effects of these pol1cy d1stortlons were not
neutral wlth respect to the S1ze and 10cat10n of flrms Due to
segmentation of factor markets, large f1rms typlcally faced
h1gher wage rates than smaller firms. even after qual1ty
adJustments. whlle the latter faced hlgher capltal costs than the
former. consequently the labor-cap1tal prlce ratlo was hlgher for
larger f1rms ThlS segmentat10n was partly the result of govern
ment pollc1es In the capltal market. for example. governments
elther lmplicltly or expllcltly 1mpose 1nterest rate cell1ngs or
credlt controls on the banklng system that tend to keep these
rates low Faced wlth an excess demand for funds. banks and
other formal sector flnanc1al instltut10ns then generally respond
by ratlonlng the scarce funds by g1v1ng prlor1ty to thelr large
scale cllents

The popular Vlew that small enterprlses face hlgher 1nterest
rates due to hlgher administrative costs and high rlsks was
contested. findlngs suggest that In carefully deslgned cred1t
programs for small enterprises admln1strative costs as well as
default rates are not any h1gher than for large enterprlses

Dlfferent klnds of flrms are d1fferentlally affected by
other types of pollcies also Thus. 1n some countr1es, many
cap1tal goods. as well as lntermedlate lnputs. used by small
f1rms were treated as consumer goods and subJected to h1gher
dut1es (e g sewlng machlnes 1n Slerra Leone) Secondly, 1n many
countries. large enterprises are often granted lnvestmert
1ncent1ves WhlCh include 1mports of cap1tal goods at zero or lew
duties, small firms are often formally excluded from such
1ncentlve schemes or even 1f included are e1ther unaware of them
or unable to undertake the protracted bureaucratlc procedures
usually required to obtaln them In the context of the output
market, available eVldence suggests that the degree of tar1ff
protection and export ass1stance often varles according to the
Slze of the enterprlse A study 1n Indones1a. for example. found
a negative correlation between the share of small enterprlse
product10n 1n a particular 1ndustry and the effectlve rates of
protect1on F1nally, trade reg1mes 1n many countr1es have an
lndirect dlfferentlal 1mpact on flrms through the blaB WhlCh they
have agalnst agriculture and 1n favor of lndustry

A numbe~ of other papers presented 1n the conference also
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conflrmed the presence of slgnlf1cant policy-1nduced dlstortlon
Bautlsta s study on the Phll1pp1nes suggested, for example. that
varlOUS macro-pollcles such as trade and exchange rate polIcIes
and Industrial incentives not only encouraged the choIce of
capltal-intenslve technIques 1n each Industry but also dlstorted
the structure of Industrles by encouraglng the growth of capltal
IntensIve Industrles Thus, for example. export IndustrIes,
WhlCh are, on the average, more labor-uslng. have been
contlnuously dlscrlmlnated agalnst, although the degree of
dIscrlmlnatlon has dlmlnlshed over tlme slmllarly, the agrIcul
ture sector, WhlCh IS relatlve more labor-lntenslve. has also
suffered from dlfferent klnds of pollcy blases Baut1sta s paper
also confirmed that varlOUS pollcles In the PhIl1PP1nes
effectIvely dIscrlmlnated agaInst small and remotely located
firms In manners slmIlar to those descrIbed In LIedholm s paper

In Bangladesh also. as the two case studles on th1s country
showed, there were substantlal pollCy dlstortlons haVIng the same
capltal-cheapenlng blas However. although macro-pollcles tended
to be lnlmlcal to approprlate cholce of technology 1n general.
they were not unlformly bad (In Thalland, for example.
dlstortlons appeared less serlous) and some efforts were made 1n
dIfferent countrles to adopt lmproved pollcles Thus In
Bangladesh, for example, the recent Industrlal pOllcy contalns
proposals for facliltat1ng resource avallablilty to small
enterprlses In the Phlllpplnes, the blas agalnst exports and
agrlculture has gradually been brought down over the years

PolItIcal economy was underl1ned as a maJor problem It was
emphaslzed that the Influence of Interest groups not only lead to
the adoptlon of wrong pol1cles. but wrong pollcles, In turn, can
can create vested Interests WhlCh make pOllCy change even more
dlfflcult In the next round In the PhlllPPlnes. for example,
the strategy of lmport-subst1tut1ng Industrlallzatlon created
vested 1nterests In the form of Industrlal1sts. bUSInessmen and
bureaucrats who have opposed (and contlnue to) changes 1n the
pOllcy WhlCh can lead to more approprlate cholce of technology
On the other hand, technocrats hav1ng a strong fa1th In export
led growth came to occupy 1nfluentlal pos1t10ns In the government
durIng the 1960s and, actlng as de facto representatlves of the
polItIcally weak class of exporters. succeeded 1n 1ntroduclng
some policies in favor of the export sector ThlS suggests that
there is some scope for pushIng through approprIate POI1CY
changes by building up new Interest groups In Bangladesh, the
rural poor who are generally users of approprlate technology are
ill-organIzed and have little polltlcal VOlce, the rural rlch, on
the other hand, have substantlal polltlcal Influence, at least at
the local level, but they are users of relatlvely more
InapproprIate technologles VarlOUS urban groups, who usually
galn the most from Inappropr1ate technology are also the ones
wlth the strongest 1nfluence on pOl1cy maklng But even here
some Instltutlonal developments such as the growth of non-

6



governmental organ~zat~ons (NGOs) who have tr~ed to organlze
landless laborers, small farmers and women may eventually
lncrease the polit~cal ~nfluence of these groups Thus, although
pol~t~cal economy problems perslst and are ser10US, a scope
exists for changing the balance of forces Th~s task would be
fac~l~tated ~f researchers are able to make the cho~ces that
eX1st more obv10us

New ev~dence was also prov1ded on the role of ObJect1ves as
determ1nants of technology ch01ce In Tha11and, for example.
sp~nn1ng firms were found choos~ng very modern technolog~es

although hypothetical cost calculations suggested that
~ntermediate technologies were not only more appropr1ate but also
had less unit costs of product10n F1rms were, therefore.
sat1sf1c1ng rather than maX1m1z1ng and 1t was suggested that the
lack of a competit1ve env1ronment was responsible for th1S
behav10r slm~lar behav10r was reported ln a number of other
1ndustr~es 1n Tha1land On the other hand. In the more
competltlve weavlng ~ndustry relatlvely less modern techn~ques

had been chosen, often by the same f~rm WhlCh had chosen more
modern techn1ques for thelr sp1nn1ng un~ts

Another lnteresting manner 1n wh~ch obJectlves might affect
the adopt1on of approprlate technology was mentloned In the case
of NGOs 1n Bangladesh Although these organ~zat~ons have made
some contr~but1on towards technologlcal lnnovatlons. the latter
~s stlll low on the llSt of pr~orlt~es of most NGOs. Slnce they
are more concerned wlth expandlng the coverage of thelr
operatlons both geograph1cally and ln the number of 1ncome
generating activltles created Th1S happens because they are
generally dependent, for funding, on external donors who are more
lnterested In qu1ck tang1ble results

The role of donor agenc1es ~n 1nfluenclng the cho1ce of
technology repeatedly came up 1n the d1Scuss~ons It was
suggested ~n Liedholm et al s paper that leverage and
cond~t~onal~t~es wh~ch are ~mportant means by Wh1Ch donors have
Influenced macro policy formulat10n 1n LOes ~n the past 1S llkely
to have a l~m~ted impact as far as pol~c~es concern~ng employment
and cho~ce of technique are concerned. essent~ally due to the
non-crisis nature of these ~ssues compared to 1ssues relatlng to
stabilization and foreign exchange cr~ses where these methods of
lnfluence have histor~cally worked better It was thus suggested
that the most important contr~but~on of the donors can probably
come through assistance in build1ng up 1nd1genous capacit1es for
policy analysis Wh1Ch may result in appropr1ate changes in macro
policies SUbsequently The areas of donor support can 1nclude
strengthenlng the data base on which policy analys1s 1S carried
out as well as enhanc1ng the understand1ng of the complex ways in
which polic~es affect d1fferent sectors of the economy

The actual role that donor agenc1es have played ln the past
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(and/or are playing at present) 1n directly lnfluenclng the
choice of technology was also discussed In the case of
1rrigation in Bangladesh, for example, lt was found that although
some donor agencies, such as the UNICEF, supported labor
lntensive techniques like the manually operated shallow tubewells
(MOSTI), most agenc1es supported lnapproprlate technologles An
interesting dualism was observed within part1cular donor agencles
Wh1Ch prov1ded some ass1stance to the more appropr1ate techn1ques
wh1le prov1d1ng the bulk of the1r assistance to large scale
1rr1gatlon techn1ques

The role of products and markets came up durlng the
discuss10ns It was asked, for example. whether countrles WhlCh
are export-orlented are constra1ned by the nature of export
demand in the choice of products It was pointed out, however.
that external markets are not necessar1ly homogenous, var10US
niches exist in these markets which can be served by products
produced by relat1vely appropr1ate techniques The study by
Ranis and stewart showed, for example. that whlle both the
Ph1lipPlnes and Ta1wan exported canned plneapples. 1n the former.
multinational compan1es using capita1-~ens1ve techniques
produced high-qual1ty products Wh1Ch were then exported to high
1ncome markets. whereas, 1n Ta1wan, local compan1es adopted more
labor-1ntensive methods. produc1ng relat1vely lower quality
canned p1neapples and then successfully export1ng them to lower
lncome consumers 1n advance countries

There was some debate on whether small scale firms, who are
usually more labor-intensive 1n their operat1ons. are necessarily
also more eff1clent The eV1dence seemed m1xed and suggested
that there might not be a monotonic relat10n between Slze and
efficiency although there were a w1de range of lndustries in many
countr1es where small scale f1rms happened to be, on the average,
more eff1cient than their large scale counterparts The need to
keep 1n m1nd d1fferences w1th1n the small scale sector (e 9
between the very small. who are usually the most 1nefflc1ent, and
the small, and between small f1rms sltuated 1n d1fferent
locations) was also stressed The lmportance of the compos1tlon
of un1ts as a m!Jor determlnant of technology cho1ce and
potent1al object fo: policies was, nonetheless, stressed

Another important area not 1n the 1n1tlal class1flcat1on but
emphasized in the conference was the 1ssue of rural llnkages and
the1r impact on promot1ng appropr1ate technology It was shown
1n the study on rural linkages 1n Talwan and the Ph1llpplnes by
Ranis and Stewart, that rural 1ndustr1es usually use more
appropriate technology so that development of rural 1ndustries
can be considered to be an effective means of promoting
appropr1ate technology However, as the comparat1ve experiences
of Taiwan and the Phillpp1nes show, the growth of rural
industries is a function not only of the rate of growth of
agr1cultural output but also the nature of the 11nkages between
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agr~culture and rural 1ndustry (linkages ~nclude consumpt10n
l~nkages as well as forward and backward production 11nkages)
In Taiwan the rate of growth of non-agrlcultural employment 1n
the rural areas was more than tw~ce the rate of growth In the
Ph~lippine8 at a t~me when agr~cultural growth rates were
s~milar Reasons for these differential trends 1ncluded the
relatlvely lower cap1tal-1ntens1ty of agricultural operatlons.
the rap~d growth of labor-1ntens1ve crops, the more decentral~zed

process~ng of agricultural crops and the ava~lab11~ty of better
rural infrastructural facil~ties in Taiwan as compared to the
Philippines Thus an important conclusion of the study was that
macro-policies which encourage more labor-intensive technlques 1n
agriculture. growth of labor-1ntenslve crops, decentral1zat1on of
agrlcultural process1ng and development of rural infrastructure
were likely to have an lnd1rect beneficial 1mpact on the spread
of approprlate technology

Finally, among the subJects covered 1n the lnitial classifi
catlon, the lssue of R&D for appropr1ate technology and the
institutlonal framework for carry1ng out R&D was the subJect of
much discussion A number of 1mportant pOlnts were made The
exper1ence, as descrlbed 1n Juff s paper, wlth the aX1al flow
thresher, whose labor sav1ng features made it socially
1nappropr1ate 1n one country. 1 e the labor-abundant
Phil1ppines, and socially appropr~ate in another, i e Thailand,
which had a relat~ve scarc1ty of labor, led to the suggestion
that Rand 0 should be country-spec1fic so that the unique condi
t10ns of each country are kept 1n m1nd while develop1ng new
technology A shift 1S needed in the perspective of Rand 0
efforts so that the macro envlronment is not 19nored In this
respect, the need for lnteractlon between sClentlsts and soclal
sClentists and the need to rank Rand 0 policles wlth natlonal
development obJectlves was emphaslzed

The conference also stressed the 1mportance of lnteractlon
between the 1nnovators of technology and the users of technology
The Vlew that \lsers are passlve was contested and 1t was argued
that a great deal of Rand 0 work IS belng In1tlated from the
user environment which existlng Rand 0 1nst1tut1ons In many
countr1es have failed to capture Rand 0 programs should be
1nteractive; if they are. then any potentIal problems w1th new
technology can be detected early before much damage is done

It was suggested that ways and means should be dev1sed to
make Rand 0 institutions more respons1ve to theIr cllents
rather than only thelr own crlterion of scientific merit wlthin
the instltutions There was a considerable amount of wastage of
both financial and human resources In Rand 0 Instltutlons of
many countr1es WhlCh should be checked by some sort of monltoring
system Rand 0 institutIons should not be allowed to remain too
removed from actual users and should be regularly assessed by
the1r performance
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Among the new themes dlscussed In the conference was the
need to take a dynamlc Vlew of the concept of approprlate
technology This would lnvolve. firstly. a more dynamlc
definition of approprlate technology where efflclency 1S bUllt
lnto the definition right at the beginnlng so that undue
controversy about a trade-off between eff1clency and
approprlateness can be avo1ded Technologies Wh1Ch are
approprlate In many respects may stlll be undesIrable If they
fall to generate adequate 1ncomes for their users. thls would be
particularly true In very low 1ncome countrles The examples on
paddy husking techniques from the Bangladesh study on rural
1ndustr1es h1ghlighted th1s p01nt very well The traditional
paddy husking technique as embodied In the dhenk1 was
appropriate 1n many senses. it employed more labor. most of whom
were women from very low lncome families. it is produced w1th
local mater1al. has a higher value added per unlt of cap1tal and
turns out a more nutritious variety of rice In contrast. the
relatively modern paddy husk1ng technlque. as embodled In the
huller m1lls. was labor d1splaclng. had an adverse 1mpact on
lncome d1strlbutlon, was manufactured from 1mported mater1als and
made a less efficient use of cap1tal However. the un1t costs of
these m1lls were e1ght to twelve times lower than that of the
dhenki and as a result incomes generated were much h1gher
Consequently, 1n a dynam1c sense. the dhenk1 was perhaps. on
balance. 1nappropr1ate technology since It condemned 1ts users to
low Incomes Here the approprlate response is to either try and
upgrade the traditional technology or adopt the more efflC1ent
technique but try to minim1ze its adverse effects

In general, It needs to be kept In mind that appropriate
technology is a dynamic concept. the same techn1que can be
appropr1ate in one country wh1le be1ng inappropriate ln another
(e g the axial flow thresher WhICh was cons1dered appropr1ate 1n
labor scarce Thailand and inapproprlate ln labor abundant
Ph1l1PP1nes) and the same techn1que can be approprlate 1n the
same country in one period and 1napproprlate ln another (once
aga1n the aX1al flow thresher 1S an example. w1th the land-man
ratio finally starting to fall in Thailand, the thresher may lose
1tS appropr1ateness) With devel.,pment of resources and human
capital, new techniques become appropr1ate over t1me Even very
sophisticated techniques. 1f properly comb1ned w1th more
traditional technology, can be approprlate rlght at the
beginning.

The dynamic view of approprlate technology can be extended
beyond the question of definition to encompass the perspectlve of
accumulation of technological capability over time This was
another important theme stressed at the conference The chOIce
of technique by micro-units is only the beginning of the process.
the subsequent absorption and adaptatlon of the technlque is an
1mportant issue Even if the in1tial choice 1S 1nappropr1ate
there could be a scope to modIfy the technology over tIme and
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make lt more approprlate The tapioca pelletlzing lndustry 1n
Thailand provides eVldence on thls The ln1tlal technology 1n
the form of the press came from abroad in the mld-slxtles but as
exports of tapioca pellets lncreased dramatlca11y, many small
scale local factories mushroomed and Thal machlnery shops started
copylng the imported press SUbsequent adaptat10ns and
modlficatlons reduced the m1nlmum scale and also the cost to 60%
of the lmported machlnes Locally adopted technology was also
more labor using and even allowed a switch from electr1clty to
dlese1 engines, thus perm1ttlng 1ts use 1n remote rural areas
without electricity

Macro-pol1cies are thus lmportant not only 1n terms of thelr
lmpact on the ch01ce of technology but also 1n terms of the
manner in which they lnfluence the size and nature of the
domest1c adaptive response and the growth of technologlcal
capability Two sets of factors are important here and need to
be studled further- the organizational and 1nstitutiona1
framework within Wh1Ch adaptive technology cholce takes place
(thls lncludes things llke the extent of satlsficing versus
maxlmizing behavlor wlthln the firm, whether blue-collar
1nnovatlons are_encouraged, etc) and the human capacities needed
for the technological response (here the educatlonal system would
be a cruclal varlable)

Problems of policy implementation received a lot of
attentlon In many cases, approprlate pollcles mlqht have been
formulated but were not implemented properly A number of
reasons were suggested These included lack of 1nformatlon
pOllCy makers are usually lnterested ln qulck and sure results,
uncertalnty about the nature and tlme-1ag of results often
dlscourage pOllCy 1mplementatlon Lack of lnformatlon manifested
ltself in another form as well Numerous examples were prov1ded
from var10US countries showlng how certa1n approprlate pollcles
remalned 1neffective because 1ntended beneflc1ar1es of the
pol1c1es were unaware of the facllltles belng offered In
addlt10n, lack of administrat1ve capablllty 1n general lmpeded
policy 1mplementation It was suggested that pollcy
1mplementatlon problems shoulli be taken ser10usly and should be
in the forefront wben policiea are designed 1n the flrst place
Prior anticipation of the nature and degree of lmplementational
problems can help 1n redesignlng polic1es so that less resources
are expended on deslgnlng po1ic1es Wh1Ch are unl1kely to be
1mplemented subsequently

Another important issue emphas1zed 1n the conference was the
relation between technology choice and the welfare of women
Women were identifled as one of the most dlsadvantaged groups 1n
LOCs, they had restrlcted access to resources and alternative
employment opportunit1es and very Ilttle pol1tlcal voice It was
suggested that the process of des1gning and 1mplementing
technological change 1n LOCs 1S often characterlzed by a lack of
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awareness of the needs of women The fa11ure to 1dentify the
specific impact of technolog1cal change on women can have ser10US
consequences given the disadvantaged posit1on of th1s group
Technological change should therefore be sensitive to the special
problems and needs of women Many women, for example, have very
little free time after their household work, opportunities
should, therefore, be prov1ded to them to pursue 1ncome
generating activities within the limited time they have G~ven

the weak soc1al pos1tion of women 1n most LOCs, the 1mportance of
social technology whereby women are organized, preferably around
an 1ncome generating actiVIty, was stressed In this connection,
the experiences of inst1tutions such as the Grameen Bank 1n
Bangladesh were highlighted FInally, 1t was emphaSIzed that
governments need to make explicIt their policies towards gender
Issues

The issue to which perhaps the greatest Importance was
attached in the conference was the question of chOIce of
1nstitutions It is not only the choice of technologies but also
the chOIce of Institutions that was 1mportant WithIn this broad
theme, a number of 1mportant 1ssues came up for discussion
These Included the role of the non-governmental organizations
NGOs These organizations are playing increaSIngly 1mportant
roles In many countrIes and have been active In a number of areas
such as 1) provision of credIt to small farmers, landless
laborers and women, who are usually the most disadvantaged groups
1n these SOCIeties, and the ones with the least access to formal
credit sources, 2) innovation and dissemination of new and
appropriate products and techniques, 3) development of 1ndigenous
technIcal capabilities of the rural poor and implementing certa1n
serV1ce delivery systems on behalf of the public sector (in
Bangladesh where the pUblic health system is underdeveloped and
1nefficlent, an NGO was used 1n a highly successful scheme of
delIvering oral-rehydration methods to address cholera problems
1n rural areas) There were at least two 1mportant reasons why
these organ1zations tended to be more eff1c1ent 1n certaIn
respects than pUblic sector agencies firstly, they are not
subject to the same political economy problems wh1ch publ1c
sector agencies are sUbJected to, they represent dIfferent groups
and are not sUbjected to the pol1tical economy pressures of the
government; secondly, they are smaller and hence less
bureaucratic. However, although these organizat1ons have played
and will continue to play useful roles in these countrIes, they
are at best a complement to the government and cannot be a
substitute for it Even in countrIes where NGOs are quite actIve
such as Bangladesh, only a very tiny fraction of 1nvestment
resources pass through theIr hands Moreover, NGOs lack real
hard-core Rand D capabilities There is no substitute for
effiCIent public sector 1nstItutions and the success of the NGOs
should not, 1n any way, preclude thInk1ng about ways and means of
Improving public sector effic1ency

Other 1nstitutlonal mechanisms emphas1zed 1n the conference
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included institutions for disseminatlon of new technology
particularly to the small-scale enterprlses. it was p01nted out
that the links between the public and pr1vate sector research
institute. and the small-scale enterprises are usually the
weakest and these need to be strengthened Institut10nal 1nnova
tions were also needed to get cred1t to people who are very poor
and who do not have the normal assets to be able to borrow

The importance of rural infrastructure development was h1gh
lighted In this connection an 1mportant question was the
institutional mechanism needed to get the 1nvestment resources to
the rural areas without any leakage en route Decentral1zat1on
was advocated as an option It was suggested that part of the
public sector s author1ty should be developed to local
governments who should be given block grants and the local people
should then decide what kind of infrastructural 1nvestment is
best for them An important challenge there would be to ensure
that vested interests at the local level do not replace vested
1nterests at the national level and preempt the resources

Finally. the importance of developing institutions to permit
control over production by deprived groups was stressed. Who
owns the modern rice mill or who owns the shallow tube-well i~

the important issue Institutional changes which have occurred
with respect to ownersh1p of 1rrigation techniques in Bangladesh
were cited in th1s context There. the relatively advanced
shallow tube wells had much to commend themselves 1n terms of
efficiency but their appropriateness was 1n question since the
benefits hitherto had gone disproportionately to the richer
farmers In recent years. however, small farmers and even
landless laborers have grouped together. often with help from
NGOs. to buy and operate these tubewells The benefits of this
efficient technique are now more w1despread and 1tS cla1ms to be
an appropriate technique have been substantlally enhanced Th1s
example led to an important concluslon the appropr1ateness of a
techn1que does not always depend on the techn1que per se but also
on who owns it Choice of 1nstitut1ons was an 1mportant as
choice of technology

In summary. therefore. the conference ra1sed a wlde array of
important issues and generated a number of~ useful suggest10ns
The relevance of macro-policies 1n 1nfluenc1ng choice of
technique was confirmed once again and so was the valid1ty of the
in1tial classification However. a number of new areas for
future study were also highlighted. the choice of lnstitutions
and problems of policy implementation being particularly
important

Syed Akhtar Mahmood
Aprll 1988
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Conference on "Impl1cat10ns of Technology Cho1ce
on Econom1C Development"

EVALUATION FORM

1 Country represented
2 Nat10nal1ty
3 Type of organIzatIon

a [] Government m1n1stry
b [] Parastatal
C [J Bank or fInanCIal InstItutIon
d [J Corporat10n
e [] Small enterpr1se
f [] Nongovernmental development organ1zat10n
9 [] Cooperat1ve or trade assoc1at1on
h [] Un1vers1ty or research 1nst1tute
1 [J Consult1ng f1rm
J [J Med1a
k [] Other (spec1fy)

4 WhICh seSS10ns dId you attend? (t1ck off)
a NGO collogu1um
b MedIa collogu1um
C Keynote address and L1edholm paper _
d Case stud1es for Kenya, Tanzan1a, and Za1re
e ATI case stud1es
f Z1mbabwe and N1ger1an case stud1es
g DIScussIon group. fIrst afternoon
h D1SCUSS1on group. second afternoon _
1 DIScuss10n group, th1rd morn1ng
J F1nal plenary seSS10n, th1rd afternoon

5 Wh1ch d1Scuss10n group(s) d1d you J01n?
a SC1ence and technology po11cy and research
b Pr1c1ng, tax, and SUbs1d1zat1on polICIes
c Regulatory controls and trade po11c1es
d Bank1ng and credIt pol1c1es
e PublIC Investment and rural development plannIng

An understand1ng of how macro-polICIes affect the
potentIal for adoptIon of appropr1ate technologIes
SuggestIons on how to Influence the formulatIon and
mod1f1cat1on of macro-pol1c1es
Ident1f1cat1on of spec1f1c appropr1ate technologJ.es that
you can 1mplement
Inforrnat10n on d1ssem1nat10n strateg1es for transferr1ng
technolog1es to poor people
Ideas for research and developme!lt relat1ng to technolog1es
Methods for soc1al SC1ence research on the effects of
technology cho1ce
Profess1onal contacts
Other (spec1fy)

c

e
f

d

b

9
h

6 What dId you expect to gaIn from the conference' (on a scale
of 1 to 5. WIth 5 be1ng a hIgh prIorIty and 1 a low prIorIty)

a



7 How well were your expectatl0ns for the conference met (on a
scale of 1 to 5. w1th 5 = completely. 1 = m1n1mally)

a An understandlng of how macro-pol1c1es affect the
potent1al for adopt10n of appropr1ate technologles

b Suggest10ns on how to 1nfluence the formulat10n and
mod1f1cat10n of macro-pol1c1es

c Ident1f1cat10n of speclflc approprlate technologles that
you can lmplement

d Informatlon on dlssemlnatl0n strategles fot tran~ferrlng

technologles to poor people _
e Ideas for research and development relatlng to technologles
f Methods for soclal SClence research on the effects of

technology chOlce
g Profess10nal contacts
h Other (spec1fy)

8 What dId you thInk the strongest pOInts of the conference
were?

9 What d1d you th1nk the weakest pU1nts of the conference
were? Were there gaps 1n coverage?

10 ATI lS plann1ng SImIlar conferences for LatIn
Amer1ca/Car1bbean and the Ind1an subcont1nent. 'Hl th C~Fe gturhes
prepared for those reg10ns What suggest10ns would you make for
the organ1zatlon. format. or scope of these conferences as a
result of your 1mpreSS1ons of th1S one?

11 Was the length of the conference too short, about rlght, or
too long for your purposes?

2



1: How would you rate the var~ous sess~ons? (on a scale of 1 to
5, w~th 5 belng the hlghest)

a Keynote address
b L~edholm paper
c Tanzan~a case study
d Kenya case study
e James paper
f Z~mbabwe case study
9 N~ger~an case study
h ATI case stud~es

~ Plenary reports on
d1Scuss1on groups

13 a Was the Slze of the dlScuss~on groups too small, about rlght,
or too large?

b Was the focus of the d1Scusslon groups too narrow, about
r~ght, or too broad?

c Overall, how useful were the d1Scuss~on groups? (on a scale
of 1 to 5, w1th 5 be~ng the h~ghest)

14 Do you feel that the mlxture of partlc1pants selected
~ncluded a suff1c~ent range of sk~lls and exper~ence? If not.
how would you have changed the representat1on? _

- - -------

15 How do you plan to follow up on what you have ga1ned from
the conference?

16 What suggest~ons do you have as to how AT! should follow up
on thlS conference

a 1n your country

------------- "-------- --- -

b 1n the Afr1ca reg10n

3
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17 How would you rate the conference fac~l~t~es? (on a scale of 1
to 5, w1th 1 = poor, 3 = sat~sfactory. and 5 = excellent)

a Conference organ~zat10n and management
b Travel arrangements
c Hotel accommodat1ons
d Conference meals
e Conference rooms

Comments on these fac1l1t1es ------------- - --- -----

----------------------------- ---

12 On a scale of 1 to 10. w1th 10 be1ng the h1ghest score. what
1S your overall 1mpress10n of the conference? __
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Prepared for SEEP Workshop on Techmcal ASSIstance and Trainmg, October 13, 1988

FROM EFFECTIVENESS TO EFFICIENCY: THE
CHALLENGE OF SCALE IN ASSISTING RURAL WOMEN

PRE-ENTREPRENEURS

By Suzanne Kmdervaner
OEP Duector of Techmcal Semces

In rural8n'as ofCentra! America. women I s increasingeconomicrcsponsiblhnes and
low compensatlOn necesSItate an tnereucd focus on women's econonuc activities. as a
means to eontnbute to baSiC fanuly needs as well as ovcrallrural produetlvity Since 1984,
OEF has earned out a regtonal program to enable poor roral women to develop mtCI'O or
small enterpnses In Costa RIca, El Salvador, and Honduras The program has been funded
by a DUX of AID/WasJungum, AID/MlSsion, and pnvate funds

nus year OBF colI1DUSSlO!1td an extensive reVIew orits Central American program.
winch mcluded a study of reports and evaluations of five individual projects. mterV1ews
With staff111 me field, OEF headquarters, and local organizattons familiar WIth the program.
and survey research of 240 enterpnses 111volvini 315 women The leanungs from this ef
fort have been mcredibly ncb, and OEF International is presently translatmg findings Into
a revised program stnUegy

OverKll, the revIew demonstrates that OEF's small cnterpnse development
methodology 18 effCCtlve for assisting most poor women to cxpand lUl'al·bascd productive
or serviCe aet1V1tlCI mto VIable enterpnscs, except for those with exceptionally dlre 81ma

1tlons At the same nme, the leVlCW emphasu.es that OEP IS not eftlclcnt, costs are too tugh
and the number ofchents too low

Is uSlSung IUra1 women pre<ntrcpreneurs sunply too expensive, or can such a
program be cost-compct1t1ve With others that target less marpnal populmons and exIStIng
enterprUes? 11m paper focuses on that issue

1 Sec Secnon JIIIA for discussion of this populanon
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ll. CHEESE, eJGS. At!D..BAKEB.l.E.&.DiE CENTRAL AMERICAN

OEF's goallS the empowerment ofwomen. and Its enterpnse development program
1$ VIewed as a necessary but not suffiCIent means to that end. Therefore, OEF's program IS

characterized by the following

DEF', Pmmm ObJCCt1yes Ill" McmlWlolical Pesmres2

1 To assIst poorDlllI1 WQID~D who are ewrently ceooomica1Jy 1DI1JJna1
• Emphasis on ttahUng and stills cransfcr

• PartlCJpatory methods which build solf-contldeDcc,
~lSion-maJdnl capacity and basic business sJdUs.

• Pcasibillty slUdy and mveaanemplan development
serve as a focal pow for leamml by dolO; WJdl1n
the nmml format.

2 To enhance women', 1J1Q'UDC loyel, -'Sh MtrqI'OMpabip,

• Technology up-pade to incraIe me profitability of
eXllb08 women'l buIfneaes.

• Credit is made 8V81lablc far fixed alpttal and workmI capital,
.ran-up and cxisdDB buS"'CPCI.

3 To ios;mw wtlDCIl'a C!MDCIIDk: DPI"monies

• Where women had pmioua aJdI1s whbout opcradns abUJincss OEF CIlpiCIln
bualnCSl.art-up aalJraDce.

• Where few economJc oppommlIies cx1It, OSP he1pl to develop techmcal pacbiea
tor viablo ClIIIa'pnICI.

• Women are CIlCCIUI'Ipd to puraue nan-lI'IdWoD&1 acdvitic.t which add value to the
local ecoaam)'.

4 To u¥;mo'C wgmen's lG'" to wdll tIQDI:

• CrecUt ta FOvidcc1 in coordinalian with local banb

• TechnlCll support ucoardiDated wiIb other
exiRiJl, sources of technical 8SSIJrance

2 Berenbach, Shan, "AssIsting WOmln Entrepreneurs Among CenlTal Amerlca's
Rural Poor OU/InternatlOnal's Small Enterprue DeveloprMnt ExpeTlence In
Central AlMnca," May 1988. p. 24.
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In the three program countnes, OEF has asslsted about 600 rural women The sur
vey identified these profiles

Profile ofWomen Assl$teQ Profile of BuslOesscs Asslsted
Age 1+64 47% Food TnuJsfarmatmn
25% Heads of. households 25$ SmaD-scaJe hvestock
14" llii£crate 13% Agriculture
28% Lack basic numcracy 15% AmsanorcommCll'CC
79" Never pevioDBly received credit

Also, accordmg to the study (Berenbach, p 22).

ASIgnIficant findlng from the OEFexperience 1$ that poor rural women can suc
cessfully engage in mlcro-cnterpnses An underlymg assumpnon of the AID
funded PISCES Phase I, PISCES Phase lI, and ARIES stwhes has been that the
most appropnaIC type ofprogramfor the very poor am commumty development
and/or group production actiVIties Iromcally, such activitIes generate very httle
income for the very people who need this UlCOmc most. The OEF expencncc
does mdicate that there IS a m1D1m um threshold of household resources neces
sary for the success of ~enterpriseactivities However. that threshold IS

much lower than many would have antlClpated.

C. Small..EDterprise Jls:Blopment MethodmD&x

OEF International's enterpnse development methodology has evolved dunng its
years of unplemcntatlon Imnally, the focus was on group enterpnses USUlg loan guaran
tees More recently, Om: bas expanded its approach to mclude mWVldual rmcroentel}mses
and revolvmg loan funds Dtfferences at each program site are developmg m response to
the spcc1fic economic and instItutional environment and the varymg performance ofchents
DeSPite these variations, a core methodology has emerged through field expenence wluch
IS grounded m four key components Orgam.zatton, Tramma. Cred1t, and Techmcal Sup
port.

InlClP"ted Fipancill and NonfinanCIal A§Ji3tapCC

• 1Orpnizatloo
Womea arc formed mID sroaps tor UDuIIi aDd mwual support. Camaradene and an m
creased It.II& otpcnonal ef8cacy~ developed.-ound ttaiIlins actIVIties dlIll cover group
building, gael seuing, reJOUI'Ce mabillzin,. and probJcm-so1VU1I In some cases. tho groups
larer !Cn'C IS avalulb1c canuibukr to the women's b!lsinesses, in terms ofcoUeeuve martel
ina or advacacy.

• 2 Trafnjnl tn BusJOW SJglJs
OBPplaces SIrong empluws aD women beIDg business decision-makers. as a means to foster
capalnhaea m analysIS, plaDning. and lIUII1aJeDIenL OEP's ..Appopriatc Busmcs8 Skl1lI"
training. bued 011 dIree manua1J wilb participatory ICtlvibei mcludel
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• IL Doin, a FyWbl1lty Study - 7 steps 1 why do a feaSlblhty smdy, 2 choo&e aproduct
or service 10 sell 3 find out Jf people will buy It, 4 deEcrmine how the busmess win
opcrarc, ~ calculate busineSS expenses, 6 esnmare sales income, and 7 dec1de is tius
business a good Idea

• b Marketin, Str41'l)! Irqinini ActJyltlCt for Entrqrencuu - Explores product, pnce,
distnblltion, promouon and packagmg. and enables women to develop mnrketmg plans

• c MaMumell1 Mode SimPle Includes bus1ness structure and organlZ8UOn tho "hOW-to"
of financlal and nont1nancial record-kcePlDl. and busmess planning

• 3·Cmtbt
Om: works m parmershlp with local commercw banks, thus openmg bank doors to women
previously excluded from commC2'Cwlendmg Om: crains women to undmland the ad
vantages and responslbilidcs 01 mdit and die need to balance credit rcquesu WIth rea1Jsuc
repayment tennS OEP and pIIUlerbanks have joint Joan conunumes to process applications,
banks disburse the loans The Ibree forms ofOBP-benk pannersIup are b8nk admul1SU8bOn
of a revolving loaD fund. bank guarantee (m wtucb bank exposlin' increases over tIlDe), and
bank refeml1a (in illeS where bInkIloan 10 smaU bmowers)

• 4, Trpgriql S'IIM
AssLunce in up-grading teehnolopl begins durins rhe business sIclUa cnwlIlll Smce OEF
clients are eidler expanding a marginal ecOllODUC actiVItyor developing a new entelprlSe, the
introduction ofnew teebnolops is UIUI11y vital 10 busmesa pelformance In lOme wes,
OBPsrattor CODlDCtOI'S are responsible for t=hnbl oxlenslon, and in ochers, O£P serves as
a broter widtlocal teeblUcal auistInce 1pnc1C1

OBF's medwdol01Y has pWR In response to the needs of rural women pre
entteprcneurs and provides a nux of sel'Yices that enables businesses to start and to grow
The next section exanunes the extent to wluch the methodology hu been effecnve In the
Central American context

In the survey conducted as pan of OBF's proaram ICVlew, 77% of the women who
pamC1pated In OEF's IDitlal bUJUless slalls trauung currently operate Viable enterpnses, the
majonty of which are new and started as a result ofOEF's assiata~ce 55% have operated
for two years or less and thus arc in the early phases of buSUlCSS f..lrmauon Busmess per
formance has vaned sipificantly amongst the thme countnest as a factor of dIfferent levels
of poverty; the exact mix of serw:es provided. partlCularly crecht, the number of years of
enterprise operation; the perfonnance ofprojeCtstaff; the client selccnon process, and struc
rural bamel'I.

These differences were particularly marked 10 the attntlon tates amongst countnes
following the initial business sblls tra1nma' 39% mHonduras, 17% in Costa Rica, and 3%
in El Salvador 1bc high rate in Honduras is related to the need for a "IDlmmum threshold
of household resources necessary for the success of amcro--enterprisc act1V1ttes" noted ear
her In dus paper (see Seetton WB) In Honduru, OEF works m the northeast In an area of
extreme poveny and arelatively undynarmcrural economy Aslpficantportlon ofwomen
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who attended DEF's InlOal ttauung lacked the needed physical and psychologlcal suppons
for cnterpnse development These were women With the fewest slolls. poorest asset base,
no land, greatest numberofclnldren dependents. and lack offanuly suppon, whose demands
on nme and resources were already stretched to the maxnnum. In contrast. the Costa RIca
program benefitted from Its prOXlOUty to the nanon's capital, a relanvely more educated
benefiCiary populanon, and a mare dynaanc econonuc env:trOnment And In El Salvador,
deSPite operanng 111 zones affected by the protractedCOnflict. the program Included asmaller
number of enterpnse start-ups. had a h1gher percentage of busmesses 111 operation over five
years. and had a higher percentage receiving credit.

IL EcoDomlc, Social, and IDa.t11ullonal Gama

The study of DEF's Central Arnenea program looked at a flow of benefit!t depicted
111 Attachment A Though dIfferences among !tIleS were SignIficant In !tome case!t, the chart
below presents the aggregated benefits for the businesses 10 operation

Pmlram Beneng

Business and EconnmlC Indtcamrs

Impmved Manap;ment Practtcc;
80% know how to calculate costs
72C1 base theirpncing on costs
6()CI adopted new markenng stratelles

BuWSf fedgrrpo'Gl
88CJJ generate a profit
68~ have increased sales
43% have mcreased sales by 100% or more

ECQDOUUC Impact:
67'" have doubled thell' assets
91 CJJ some increase m assets
73% employ family members
28% employ paid workers
41'" remvesrcd eammgs

SOON Bcneflg

Benefidl:[)' and Family ImpDCt
g8l1> now partICIpate m major household deasl0ns
88l1> of households increased their incomes
82% of women spend their income on food
57" ofwomen spend thell' Income on clothing
35% ofwomen spend thell'Income on home unprovements
SOCIJ of women spend thCU'mcome on better educanon opponumnes
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WhIle it IS not Impossible to quannfy mstttutlonal benefits, OEF has mfluenced local
msnruuons--panlcularly banks andtechmcal supportorgamzanons-andhas assIsted the for
mauon oflocal affihates These broader msrttunonal effects represent mdu'ect benefits that
will extend beyond the life of OEF' s program

IY. COS!

On a cost per parnclpant basIS, OEF costs have been hIgh Exanunmg severalm
chVldual projects. the costs were Women m Busmess ProjectIHonduralt and Costa R.1ca-
$4.070: DIsplacedWomen ProJcct/El Salvador--$4,601; andPlgProJect,lHonduras-$6,603
When lsolanng field-based recurrent operanng expenses, costs for the Women in Busmess
Project were $1,164 per chent

Generally, costs have been hIgh due to OEP's Investment m the development of Its
enterprise development methodololY, as well as direct field unplementauon PnnCIpal fac
tors have mcluded' costs asSOCIated Wlth developmg methodolOgIes, field tesnng tralnmg
matenals, suppornng loca1msnruuon bul1dm" Washmgton based management and over
51ght costs, afield staffingpattern winch mcluded a d1sproportlonate share ofsemorperson
nel, and, the mcorporanon of some non-essennal program features IDto OEF's small
enterprise programs

In a follow-on proJcct in Costa RIca that bUIlds upon OEF's now "Installed
capability" and altm particular operating and management structures. cost per participant
WIll be about $530 This compues favorably WIth otherprograms For example, ADAPTE.
a Cost RIcan orgamzation affiliated with the mternatlonal PVO lID!, proVIdes credit, tnun
lng. and teehmcal asSIStance for $809 per cllcnt (Berenbach, p 60) Wlulc other programs
operate for less, OEF's focus on rural women and bUSIness stan-ups Jusnfies a somewhat
hIgher cost structure, though not as high as in the past.

The chan in Auaehment B adapts David Konen's program development framewOlK
to the field ofsmall enterprise development. In addlnon to KOtten's "3 E's"-Effccuvencu,
EffiCiency. and ExpanSlOn-"Exploration" has been added as an uunal stage In whIch an or
gaIllzation arapples with why it 15 becoming Involved In enterpnse development and what
its niche in the field will. be.

Examinmg OBF's expencnce, thc cxploration phase occurred over an extended
period in the late seventies/early eighties, since this represented a maJor translnon for the
orgamzanon In Its worlt over the past five years m Central Amenca as well as other parts
ofthe world, OEF hIlS achIevedgeneralcffcctiveness in lts enterpnse development program
However, outcomes need to become more conSIstent and profit margms hlghcr And, m
terms of efficlCncy, OEF needs to reach mom chents for a lower COlt

6



OEF IS presently modlfymJ us program In Cena-al Amenca to make the cnucal tran
Sluon from eft'ecuveness to efficlency These are the major areas In winch adjustments are
beingmadc'

1. Staffioi. Fewer semorpersonnel on-site, abetter extem"lon capablhty with clearer
accountabIlity for chent performance. "barefoot accountan~" to serve all local resources for
women asslSte<L on-line computenzed enterpIlse momtorlng system.

2. Cltcot Selecnon. A more balanced ponfol1o of "high nsk." and "lells hIgh nsk"
women, with a clearer determinanon of the "muumal threshold of household suppon"
needed for successful enterpnse development; pilot acnvlues for women who do not meet
thIS rcqulrCment, greater geograph1c concentration

3. BUSlDCSSCS ASSisted. Greater nux ofnew and eXIsting businesses, focus on amore
lumted range of busmess sectors wlnch show economic pronuse and development of top
to-bottom "teCh-pm" for these sectors. more careful pohcy analysIS to ulcnnfy obstacles,
such as lack of rights to land ownerslup, wluch stynne busmess development

5, IndtytdpaJs and Groups.: Mole careful assessment of econonnc retum to each
woman In a group enterpme. support OfmdlV1dual bUSInesses. and promonon of groups for
procurement, marketing, and advocacy

6, Credit: Increase in percentage of chents utlliztna credIt. better scrcemng of bor
rowCfS. WIth a "debt capacity worksheet", decrease m S1ZC of average loan, With shorter
repayment period.

7 ExpandedLocalFyndJDiBue, SelUngtraimngservlceS. mcreasmg the capablhnes
of af'filiates in resource mobdizanon; chargmg chents fees for services

By unplementing changes In these areas, OBF beheves that poor rural women~
he enabled to start or expand businesses and at a reasonable cosl

o,.l
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TIlE OEF CENTRAL AMERICAN SMALL ENTERPRISE DEVELOPMENT FRAMEWORK

BUSINISS/ECONOMlC BENEFITS

MANAGEMENT
INDICATORS
Improved manage
ment pracbces
o BasiC management
o Marketmg
o Busmess rontrols

BUSINESS PERFOIL
MANCEINDICATOBS
Enhanced busmess
Performance
o Increases In sales
o Profitability

ECONOMIC INDICATORS
Contnbutmg to local erononuc
growth
o Jobs created / expanded
o Increased assets
o Increased local Investment
o MobilIzed savmgs

BENEFIQARY
INDICATORS
SeU--esteem & influence
o Partiapabon In

household deasions
o Fanuly support EOI'
econonuc achVlty

FAMILY
INDICATORS
Improved quabty of life
o Increased household in
come
o More food, clothes
o Improved shelter
o EducatIonal oppor
lumbes

SOOETAL
INDICATORS
Influencmg msbtutlOns and
pollees
o lnsbtuttonal development
o Inter-lnstJtutlonal relations

;p
•,
:J>c
5
tt
~
....
:J:

<c-""
"""~~
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SOURCE: Berenbach, Shari, "Assisting Women Entrepreneurs Among Central America's Rural Poor
OE./International's Saall Enterpr1se Develop~ent Fxperience in Central America,' ~y 1983, P 35



frogram EmJutiou; Adaptation to Korten's :i:E..MI!del

StaKet
Exploration

DefInegoals. oo,ectives,and
means.

VALUEFOCUS
Examme goals in relation to ....
bapant peI'<'elved needt
CIanfylng obJediYeS and 118M
1m realmng theIse.
Tnal and emJI', choIca,....
bavalena!
Cormnunity Develup"ent/Ift
oome Generatam
Msessing sluI needs,cap'"
needs, data netds foro pnIfeCt~
cess

S~e2
EffidiveJU!ss

F"JgWJJlg out how to do It.

METHODS fOCUS
Appmpnate mixof
TA/CredJtlTraaning.
OIentSeIed:lon.
Group/lndtvidual
Rural/Urban.
Duector Induedcredit.
BesICOperabns proc:ecIIu'es.

StaAe3
Efffdency

Getbng regular nsulls whiJe~
ing. ft!UODIlble scale ofoperatb18.

MANAGEMENTFOCUS
SCaff tramlng
Monitonng9y3temL
O1ent/agent rabos.
Management In(ormabOnSyste1D6.
RefiNng poUdes and admin. SJ&
terns
PacbgJng trainingmaIenaIs

Stage 4
Expansion

Gettmg others 10do 1L

INTER-INS1TIUI1«»lALFOCUS
Strengtheaing local~
SuslainabJbty
PVO/NGO re1aboaw.
Wholesale and secondary credit
markets.
Dlssenunabon to seamdary dties.
TraJnmgofTrainers.

'SIftmg through_unItl)'UIIllR
dear about whatyou. aR ttyma to
do'

'Testing unbi you definea
methodology which worb'

'ReIinmg and eslabhsJang an effi- 'Aa:omphslungbruade:r _ ..........'11...
amt system which can be uaed by bOnallDlpad ,
others' I>

rl
d
>n
~
l'J

?-i
us

G

-SOURCE Berenbadl.Shan, "..4ssasIDI, Wmren ErttreprentllfSAnIoagCtatndAmena(s RurczlPoor OUllnt~s5rull£RkTpnst Det1eIDpmmf~SJI CDrtnal
AmtnaI, .. May, 1988, P 67
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Technical ASs1stance and Tra1n1ng:
Br1nqinq the MBA to the Barr10

Fernando Cruz-Vlllalba

Introduction

The theme ot united states ot North America (USA) sponsored
development tlnancing during' the past eiqht years: the Itprlvate
sector approach" has impacted on the practicQs of what 15 done
ln the t1eld. Fortunately or not, the emphasis has been on that
elusive vector called sustainability of the developing
inst1tutions that are elther created or expanded to assist the
small scale entrepreneur in developlnq eountr1es. Inter alia,
50c1al programs are encouraged to operate more w1th financing'
from the prlvate sector and less w1th pu~lic funds. In the
1nternational development arena, economic forces are expected to
guide market force. in determining the kinds of qoods and
services that are to be produced1 a level playinq field is
assul'lu;d.

Fortunately, the empirical knowledqe of institution ~uildin9
is based on the models of successtul protit making orqanization5
whose leaders are trained in the manaqement and business schools
ot throughout the First world. As with all major fields of
study, today's technocrats-are endowed with a vast array ot
analytical tools-that enable them ~o understand the market
env1ronment better than their torefathers ever could. Much has
been learned about the human resources that contribute to
proqress and qrowth in the tirm.

Untortunately, th1S information and much less the skills
that accompany it are not reachinq the Third World manaqers
respons1ble for the implementation ot "pr1vate sector" approaches
that donor aqencies are financing. In fact, we have reached a
point ot administrative incapacity bounded by external and
internal tactors that no manaq.ment theory can possibly
accommodate. ~ha result is that most intermediary orqanizations
that worx with the small enterprise are operatinq under extreme
disadvantaqes. (Lindenberg, Crosby, 1981; Bryant, 1986).

Training the managers and field extension .taft ot privata
sector supported non-profit organizations to cop. with the
external and 1nternal factors is the challenge facinq
small and medium scale enterprises (SHE) as well .s micro
enterprise (ME) pract1tioners. There are ways of adapting
methodologies to tit the needs ot managers by de-mystitY1nq the
busine.. administration curriCUla and interpreeinq the more
.1gnlficant sk1lls, then creatively implementing selected
strateqies.

I
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This d~scuss~on paper presents some ot the atte~pts made In
the La~1n Amer~can and Car1bbean context to meet the challenge
of achiev1ng excellence among the SME pract1t1oners and
counterparts I will address the strateqies used in br1dglnq the
gap between the Masters 1n Business Adm1n1strat1on (MBA) tra1nlng
of the North and the barr10 practit10ners that work ln the South

Issues ot Credibility

Management 15 more art than science. Oespite all the
quant1tative learning that goes on in today's business schools
the skills that are most signiticant are those that dlscover the
human value in a work s~tuation and somehow turn that value into
product1vity. Malcom McN~ir, a ease study professor at Harvard's
Advanced Management Pro9ram welcomed a new elass by statinq that
"the pr1nclpal value to you ot thlS trainlng at the BUSlness
School wl11 lie in the power that you wl1l develop to analyze a
situation, to formulate a pro9ram of aetion, and to carry that
program into effect through the people in your organlzation or in
your communlty. I' (McNair, 19!54)

The "barrio practit.ioner tl , herein referred to as a young
and dynamic promoter responsible tor the outreach work of SME
projects, has the lnnate a~ility to develop power ot analysis,
formulate plans ot actlon, and implement proqrams with borrowers
and other communlty leaders. He/she is a person that lacks the
credlD1lity that a sheepskin may confer, but is every bit as
responsible for select.inq a potential entrepreneur from the many
that are not, and in a smaller world exhibits the same
character1stlca as a bu4dinq CEO.

The differences are enormous in terms of schoolinq, access
to information, readings, technical data, luxury of libraries and
study tlme. The environment is appreciably poorer, but the human
spirit 15 not. And this ia one of the issues that dlstinguiflh
the credlble from the not so credible.

Ahe Target Audi.nc,

For the purposes of this discussion, I will focus on the
trainlnq needs ot two kinds ot audiences: (1) the manager of th,
SME orqan1zation; and (2) the extension officer (promoter) who
interfaces with the entrepreneur. I purposely exclUde the
borrower (client) because the treatment is Qlfterent Slnce
his/her needs may require technical manufacturinq expertise as
well as adminiatratlve skills.

Managers

Managers that work in small enterprise organizations have

Ot!
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the sa~e tasks as those that work in banks, cooperatlves or otherfinaneial ~nstltutions. The dlfference is the cllent syste~ theyserve and the fact that most organlzat~ons are non-protltorqanlzat~ons dependent upon donor assistance. ~he olderorqan~zatlons have graduated and a few can make the enVlOUS clai~of self sufficiency.

The educational level of these managers vary. For the mostpart they have college degrees or equ~valent educationalbackgrounds Some are entrepreneurs themselves who have workedinto a position of management. For the majorlty of new entrants,the experienca in managing people and resources is weak Theirschoollnq ~s usually a comb~nation of learning from others,reaaing lnstant manaqement books, and formal training offered bythe donor agency or intermediary organization.
promoters

The promoters tend to have high school degrees, some colleqelevel education, while many are self-educated entrepreneurs.Dependinq on the country and the SME program, the promoters selfselect. Many are have risen within the ranks ot the orqanizat4onbe9~nninq as crea1t clerks or adm1nistrative aSs1stants. There isa hlqh sense of community service ~onq the promoter. InJamaica, (NDF/J) the eaucational level was by design made hiqh soas to br~n9 credlDil1ty to the function ot technical assistance:In Belize (NCF/S) the educational level was high school becausethat 1S what was available. In Honauras (FUNADEH) the educationallevel was m1xed, and promoters with engineering d_gr... wereadmltted to the ranks. In El Salvador (CONCORDE) the educat10nallevel also varied, tendinq towards a college graduate orequivalent. Th. war, Which coincidentaly occurs aurin; the samepast eiqht years that private .ector approaches become the theme,has contr1buted to tbe loss of the talented Salvadoreans thatwoula otherwise be aroun4 to train. :
Given the recent recoqnition of SHE development practice,the data are not available on the protile ot the promoter. Oftenthey must be trained to understand the nature ot the 0l1entsystem and what the work really involves. The tendency has beento 4mltate the work ot an agrieulture extension workar~ or asoc4al worker. In fact, many promoters have thi. public sectorbackqrQund. The average age of a proaoter 1s 28 years, a littleover halt are males. Women who have remained w1th th~pro9ramsover the two year period have succeeded in their work And areconsidered more etfect1ve than men in .imilar s1tuat1~s.

The MIA curriculum

One of the top management .chool. in the USA ofters coursesin What can be described as the core curriculum: Introduction tomanaqement .c~ence1 problem solvin; by computer, math~atical
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programmlng, deC1510n analYS15, appllea statistics, operationsresearch, communication, which lncludes writing and speaklngSKll1s, organizational studies that focus on behavioral scienceresearch methods, psychology; interpersonal dynamics;technoloqlcal innovatlon ln management; tlnanClal manageMent;taxatl0n and business: corporate flnancing: accountlnq ln all ltsderivatlves, planning and control systems: management lnformatlonsystems, slmulations: data structures and databases; governmentand business relations: AIDS: scientific challenge and humanchallenge, industr1al relat1ons; collective bargaining;marketing, consumer and trade promotions: corporate strategy andpolicy and special eourse. in international trade and finance(MIT, Sloan SChool, Bulletin 1988-89).
The tradltlonal learning mode in a business school 15 thecase study. A well documented real situation that emphasizesproblem solving is the source material which is readlndlvidually, stUdled in a work qroup and discussed in class.The class discussion is lead by someone who is knowledgeable ofthe subject matter, has firs~ hand experience with the writinq ofthe case and can embelllsh any point that may be ot 1nterest tothe learner.

The only problem in adaptin; this learning technique to theThird World settin; ot the 5MB manaqer and promoter 15 that therea very tew cases wr1tt.n that meet the atandards of a sound casestudy. Even fewer, it any, involvin; a credit interme~i&ry PVO.
So how does one bring the MBA to the Barrio?

creotiv. Adapta;ign,

My own experience in training without the tancy tools thatone gets used to ia to simply create the material and theenvironment tor learninq. Here the objective ia to sensltizethose that n.ed 1t to the values that qovern their work. Extractfrom their own experiences and those ot the clients beinq served,the tleases" that best exemplify a learning objectives. Add thediaaetlc material trom other sources readily availabl.. Therecent ARIES proj.ct has produced a lot ot tresh materlal, somere-runs, but untortunately it has remained in the archlve. ot theproducers. Soon it will be available tor local consumption, weare told.

Th. two target qroupa have distinct learning needs.Managers must tocus on decision making, board-donorrelationships, membership expansion, tundraising, personnelmanaqem.nt1 accounting, evaluation methodology, and moatimportantly strategic planning and problem solving.
Promoters need to understand the nature ot their work. Itis amazing how many think ot th.mselves as loan collectors. For

,..
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many the role develops into one of power which they neverlrnagined havlng over their peers. The ability to declde whetheror not someone gets a loan is powerful. For thlS reason, I alwaysbegln a tra1nlng seSSlon wlth a mOQule on values elarlflcation: achance to get to get the promoters to learn about themselves andfor others to know them.

The group is the main training tool. Since didaetlc material15 often scarce, the experiences every partlclpant brings to thelearnlnq process is considered valuable. During the valuesclarificatlon module, some issues of discrimination as to genderand class are examined. This then becomes a buildlng block torunderstanding the roles they must play and how behavior canaffect thelr success. Traditl0nal educational practlces ln LatlnAmerica and Caribbean (LAC) countries seldom examine the valuesystem that operates in their community or culture. Norms andvalues are dlscussed and this leads into the kinds of operationalregulations that as promoters they must be aware of.

The Process

Slmulations are both tun and rich in traininq. For this partof the tralninq, there are many exercises that can be easilyadapteQ to the objective. ot the qroup. collaboration is one.Here the intention i. to build group cohesion among thepromoters. One of the many examples i. the tower constructionexerc~se. Construction paper, qlue, sci.sors, tape, markersrulers, paper clip. and any thinq immediately available i. used.The instruction to each qroup ot 3 - S participant. is to buildwithin a time period of one hour a paper structure that meetsthree criteria: Height, strength, beauty. One member, it thegroup is larq8 enouqh, acts as observer. After the hour isfinlshed, a group discus.ion on the merit. ot each structure isheld. Each must arque ita case and finally a panel ot "judges",usually a Soard member come. in to award the prize to the winner.
The key of thf traininq lie. on the richness of thediscussion. Feelirgs, use of time, us. ot resources, qroupdecision makinq collaboration, exclusion, inclusion, problemsolving patterns are openly examined.

The Cont.n~

The training period typically lasts four days tor the firstmodule (proc••s and behavioral obs.rvations); followed by co~rs.son entrepreneurahip, basic accounting, client selection,financing, marketing, competition, loan collection, bankinqrelationships, strategic planning, loan proeessi~q and the PVo.rules and requlations for a~inister1n9 the proqram. \
After a four to six month period the traininq is complete4.
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Each session last four days and ~s given over a three to four
month perlod. Between traininq workshops, the promoters and
~anagers work at their assigned tasks. The reason for this
structure is that the PVOs must pay the salary of the trainee
whlle they are belnq tra~ned: the assimllatlon per~od ~s indeed
lonq. the on90~nq work of the PVO cannot be interrupted

Are tralnees (participants) able to learn from the "MBA
approach?"

The tact that one markets the course as a learnln9
experienoe like the one offerea in the industrialized country
business schools with a similar methodoloqy, enhances the
prestlqe of the traininq experience amon; the participants. The
currlculum has been modified, de-myst~fied and brouqht to the
level where a hlqh school qraduate can learn skills that will
serve him/her in their work and beyond.

sustalnaRilit~

Tralninq is an investment in the human resource. of a nation
and in the case of the 8ME practice, of the community in which it
operates. Donor aqencies are aware of thi. lnvestment, however,
when the issue of the sustainability ~t both the operations and
the financ1al survival of the PVO is challenqed, a harder answer
1S sought, nothwithstandin; the atormentioned theme of prlvatre
sector, pay your own way.

Once the staff have been prepared to perform certain tasks,
the cost ot their services must be passed on to the tinal user.
In this case the borrower. Just •• SHE borrowers are inditferent
to interest rates, provided they can pay an affordable amount per
month on the loan, they can be indifferent to payments ot
teChnical ass~.tance provided by the credit intermediary
institution. The better approaCh seems to be one whereby the
SUbsidy that accompanies the donor investment oan be .tructured
ln such a manner as to mask the direct charge tor ~echnical

assistance to the borrower. This is accomplished bl extending the
terms ot loan re-payment, letting the borrower know that he
payin; tor that assistance.

A quality produot has buyer., and the key i. to provide
sound technical assistance (advice) that meet. the n.eds ot the
borrower. As discussed in the content of the trainin9
curriculum, marketinq the value, as opposed to exact1nq the cost
ot the training, contribute. to the recovery of financial
resource. and hopetully to sustainability.
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I. INTRODUCTION

In January 1984, Cathol~c Rel~ef Serv~ces (CRS) began ~n

Tun~s~a the ~mplementat~on of ~ts f~rst management extens~on

program Operat~ng out of Tun1s, the program has targeted
local small scale manufacturers 1n l1ght 1ndustry Dur1ng
the evolut10n of CRS' Small Enterpr1se Development (SED)
1n1t1at1ve, th~s program has proven to be one of our most
challeng1ng. It has demanded that we scrut1n1ze some of our
bas1c assumpt~ons about development and establ1sh a
techn1cal competency 1n an area outs1de the usual purv1ew of
our operat~ons.

Implement1ng a management extens10n program that targets
small scale manufacturers who are well above the poverty
l~ne has presented a pol1cy concern for CRS. The vast
maJor1ty of CRS' SED programs target the poorest of
entrepreneurs CRS/Tun1s1a, however, v1ewed these
enterpr1ses as potent1al catalysts Wh1Ch can spur commun1ty
employment and 1n the process help to develop the 1ndustr1al
base of the Tun1S1an economy. Work1ng from th1s development
assumpt10n and hav1ng CRS Headquarter's approval to develop
a program on an exper1mental bas1s, CRS/Tun1s~a and 1ts
local partner UTICA. set out w1th support from AID/Tun~s1a

to test methods for prov1d1ng management extens10n serv1ces
to small scale manufacturers

S1nce employment opportun1t1es and all other SOC1oeconom1C
benef1ts depend on the v1ab1l1ty of the enterpr1se,
CRS/Tun1s1a and UTICA were pr1nc~pally concerned w1th
develop1ng the ab1l1ty of the targeted manufacturers to
1ncrease the product1v1ty and prof1tab1l1ty of the1r
enterpr1ses. Hence, the effect1veness of the extens10n
serv1ces 1n ach1ev1ng th1s k1nd of 1mpact became the
dom1nant concern of the program. In many ways, th1s
approach prOVEd fru1tful. A recent evaluat10n of the program
1nd1cated that CRS/Tun1s1a and UTICA were 1ndeed successful
1n 1ncreas1ng the v1ab1l1ty of targeted enterpr1ses and 1n
generat1ng or secur1ng a s1gn1f1cant number of Jobs.
Moreover, part1c1pat1ng entrepreneurs perce1ved the need for
the serv1ces and were w1111ng to contr1bute towards the1r
costs.

The program was, however, an exper1mental venture for both
CRS and UTICA. There were thus some flaws 1n 1tS des1gn.
In the1r focus on effect1veness, CRS/Tun1s1a and UTICA fell
short of develop1ng a r1gorous approach to max1m1z1ng the

---------------------
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eff1c1ency and affordab1l1ty of the program's de11very
system. Consequently, there are several areas for
1mprovement 1n the program's des1gn Wh1Ch should be
addressed 1n any cons1derat10n of 1tS extens10n or
rep11cat10n.

Th1S paper w1ll f1rst look at the background and conceptual
antecedents Wh1Ch gave r1se to the des1gn of the program
It w1ll then look at how the des1gn evolved 1n the process
of the program's 1mplementat1on. Based on the f1nd1ngs of a
recent external evaluat10n of the program, the paper w1ll
then prov1de a br1ef analys1S address1ng the 1ssues of the
program's effect1veness, eff1c1ency, and affordab111ty.
F1nally, the paper w111 present CRS' V1ew on the role of
th1s k1nd of ass1stance 1n the global SED movement.

II. THE BACKGROUND

S1nce the 1ncept10n of the small enterpr1se movement, there
has been great debate 1n the PVO commun1ty on the value of
non-f1nanc1al ass1stance. Cred1t has so dom1nated the SED
programm1ng scene that PVOs have def1ned any other form of
ass1stance to small enterpr1ses 1n relat10n to how 1t m1ght
complement the del1very of "f1nanc1al" ass1stance.

Pr10r to the development of 1tS management extens10n program
four years ago, CRS/Tun1s1a observed that w1th many
enterpr1ses lack of access to cred1t 1S not always the
preva1l1ng problem; rather, 1t 1S often the lack of adequate
management Sk1lls and systems Wh1Ch prevents the enterpr1se
from unblock1ng the 1nternal constra1nts to 1tS growth. In
fact, prov1d1ng cred1t to enterpr1ses wh1ch are constra1ned
by management 1neff1c1enc1es can somet1mes further compound
the1r prob"'ems.

As CRS beg~ns four years later to consol1date 1tS lessons
learned 1n SED, we have concluded that CRS/Tun1s1a's hunches
were essent1ally correct. Depend1ng on the level of
enterpr1se wh1ch a development agency 1S target1ng, the need
for management ass1stance may range from m1n1mal to
substant1al. Undoubtedly, lack of access to cred1t 1S a
perenn1al constra1nt faced by the underemployed and
m1cro-enterpr1ses operat1ng in the lowest levels of the
1nformal sector. As we ascend to the level of small
enterpr1ses, however, management 1ssues become 1ncreas1ngly
press1ng: a pr1or1, as the S1ze of an enterpr1se 1ncreases
the complex1ty of 1ts operat10ns 1ncreases and hence so do
1ts needs for modern management Sk11ls and systems. Indeed,
access to cred1t at the small and med1um enterpr1se level
can often be seen as a funct10n of good 1nternal f1nanc1al
management and the ab111ty to establ1sh a relat10nsh1p w1th
a commerc1al bank.
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The exper1ence of CRS/Tun1s1a and UTICA bears out th1s
theoret1cal V1ew. Hav1ng had 1ts economy subJugated to that
of 1ndustr1al France dur1ng a substant1al per10d of 1ts
modern h1story, 1t 1S only over the last several decades
that Tun1S1a has begun to bU1ld an 1nd1genous 1ndustr1al
sector Many Tun1s1an small scale manufacturers were
or1g1nally trad1t10nal traders or art1sans who entered the
manufactur1ng sector to cap1tal1ze on the open1ng of
econom1C opportun1t1es as France's colon1al presence began
to wane. These traders or art1sans often excel 1n the1r
knowledge of the1r trade or techn1cal sk111~ yet, they
usually lack the exposure to modern management pract1ces
Wh1Ch would enable them to address many of the1r 1nternal
constra1nts to growth.

Observ1ng th1s pattern of constra1nts 1n the Tun1s1an l1ght
1ndustr1al sector, CRS/Tun1s1a conce1ved of the not1on of
develop1ng a management extens10n program wh1ch would team
up small scale manufacturers w1th young Tun1s1an bus1ness
school graduates These graduates could then prov1de
relat1vely low cost adv1sory serv1ces to the small scale
manufactures 1n modern management systems and help the
manufacturers to develop the1r analyt1cal sk11ls to address
1ndependently the1r 1nternal constra1nts to growth

CRS/Tun1s1a thus generated the 1nterest of UTICA 1n enter1ng
1nto a partnersh1p to develop and 1mplement th1s program
concept. CRS, UTICA and AID prov1ded fund1ng for the
program.

Closely 11nked to the Government of Tun1s1a, UTICA 1S the
country's nat10nal assoc1at10n of 1ndustry, commerce and
art1sanry. UTICA's membersh1p cons1sts of all government
reg1stered bus1nesses 1n Tun1s1a wh1ch totals approx1mately
7,000. Members are legally requ1red to pay membersh1p fees
to UTICA. In turn, UTICA pro'1des 1nd1rect serv1ces to the
enterpr1ses by lobbY1ng w1th the government and prov1d1ng
var10US 1ndustrial and trade related 1nformat10n. Pr10r to
the management extens10n program, UTICA d1d not prov1de
d1rect serv1ces to member enterpr1ses. UITCA thus seemed to
be an 1deal local partner for 1mplement1ng th1s program.

III. THE EXPERIMENT

The des1gn of the management extens10n program was
structured around several strateg1c obJect1ves. F1rst,
CRS/Tun1s1a and UTICA were seek1ng to test, apply and ref1ne
an effect1ve methodology to prov1de on-s1te management
adv1sory serv1ces to local small scale manufacturers --- a
methodology that would seek to promote access to cred1t
where needed through the development of good 1nternal
f1nanc1al management pract1ces. Second, they wanted to
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establ1sh a local 1nst1tut1onal framework w1th1n Wh1Ch such
a methodology could be explo1ted to reach ever larger
numbers of enterpr1ses. Th1rd, they hoped that the development of
such a program and 1nst1tut10n would 1nc1te local government
1nterest 1n the constra1nts of small scale manufactures and
1n the potent1al Wh1Ch they have to contr1bute to the
Tun1s1an economy.

III.A Phase!

In January 1985, CRS/Tun1s1a and UTICA thus setforth a two
year tact1cal plan to 1mplement a p1lot program, develop a
cadre of extens10n off1cers, and lay the foundat1on for the
establ1shment a Tun1s1an SED 1nst1tut10n. Implementat10n of
th1s strategy const1tuted Phase I of the management extens10n
program.

Dur1ng Phase I, CRS/Tun1s1a and UTICA developed a team to
1mplement a two year p1lot program valued at $311,400. The
team was housed at CRS/Tun1s1a and compr1sed a program
manager, f1eld superv1sor, three extens10n off1cers and
support staff. S1nce the extens10n off1cers had recently
graduated from bus1ness schools and had had only some
pr1vate sector exper1ence, 1t was necessary to tra1n them 1n
the theory and pract1ce of management consult1ng serv1ces.
The program manager and var10US small enterpr1se management
experts from UTICA prov1ded the tra1n1ng over a S1X month
per1od.

Each extens10n off1cer focused on one of three targeted
1ndustr1al sectors: construct10n, text1les and
mechan1cal/electr1cal. OVer an e1ghteen month per1od, the
off1cers prov1ded management adv1sory serv1ces to 53
enterpr1ses 1n the Tun1S area. These enterpr1ses were
selected based on predeterm1ned cr1ter1a developed to s1ngle
out small art1sanal manufccturers Wh1Ch were relat1vely
nascent, exh1b1ted h1gh potent1al for growth and lacked
adequate management sk11Is/systems.* The serv1ces were
fully Subs1d1zed by the program. The est1mated cost was
$2, 275/enterpr1se.

Once a cl1ent f1rm was accepted 1nto the program portfol1o,
the extens10n off1cer ass1gned to the cl1ent would conduct a
r1gorous d1agnost1C analys1s of the f1rm's opportun1t1es

* Over the 11fe of the program, CRS/Tun1s1a and UTICA~have

used World Bank def1n1t10ns for levels of enterpr1ses: M1cro
enterpr1ses are those Wh1Ch have 1-10 employees and up to DT
100,000 of assets. Small enterpr1ses are those wh1ch have
10-30 employees and assets between DT 100,000 and DT
500,000. A med1um enterpr1se had +30 employees and assets
between DT 500,000 and DT 1 m1111on. ($/DT exchange: .7746)
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and weaknesses 1n all of the areas of 1ts operat10ns:
general management and bus1ness plann1ng, market1ng,
product10n schedu11ng/processes, f1nanc1al management,
worker relat10ns and government regulat10ns. Th1S analys1s
took generally up to f1ve months.

Based on the d1agnost1c analys1s, the extens10n off1cer
would then work w1th the entrepreneur to develop an act10n
plan out11n1ng concrete steps towards 1ncreas1ng the f1rm's
product1V1ty and prof1tab111ty. Usually, the plans would
cons1st of 5-8 steps. These steps m1ght 1nclude, for
example, the development of a management 1nformat1on system,
conce1v1ng a product development strategy, reorgan1z1ng the
product1on lay-out, estab11sh1ng a qua11ty control system,
negot1at1ng favorable cred1t terms w1th a bank, develop1ng
pol1c1es to 1ncrease worker sat1sfact10n, etc. Over the
rema1n1ng e1ghteen month per1od, the off1cer would then
ass1st the entrepreneur 1mplement1ng or 1n1t1at1ng these
steps. After the plan was 1mplemented, the entrepreneur
would be cons1dered to have "graduated" from the program and
there would be no further ass1stance.

51nce the management extens10n program was the f1rst of 1ts
k1nd 1n Tun1s1a, the program team 1n1t1ally encountered
skept1c1sm among the entrepreneurs V1s-a-V1S the 1ntent,
value and overall concept of management adv1sory serv1ces.
Often releqat1ng enterpr1se constra1nts to product1on
problems, these entrepreneurs d1d not perce1ve how 1mproved
management could 1ncrease product1v1ty. Entrepreneurs were
also wary about be1ng 1nvolved W1th UTICA g1ven 1ts 11nks to
the government. These factors made prospect1ng potent1al
cl1ents an arduous task for the extens10n off1cers.
Moreover, the team could not offer cred1t as a "carrot" to
accept1ng the serv1ces 1n the way that non-f1nanc1al
ass1stance 1S trad1t10nally promoted 1n 1ntegr.ated cred1t
programs.

In the des1gn of the program, CRS/Tun1s1a and UTICA
ant1c1pated these d1ff1cult1es; as an 1ncent1ve, they
deC1ded that 1n add1t1on to fully Subs1d1z1ng the serv1ces
they would also prov1de part1c1pat1nq entrepreneurs w1th
access to a bonus fund. Bonuses were prov1ded to the
entrepreneurs 1n the form of subs1d1es for market1nq
brochures, technolQg1cai ass1stance, part1c1pat1on 1n trade
fa1rs, and for a var1ety of other serv1ces or purchases
wh1ch would be beyond the normal reach of the entrepreneur
The program team later perce1ved, however, that the bqnus
fund was not as necessary to sell the serv1ces as they would
have thought; the concept of the fund was also ant1thet1cal
to the whole not10n of select1ng only those entrepreneurs
who would be comm1tted to the purpose of the program.
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Dur~ng Phase I, th~s was the bas~c methodolog~cal framework
w~th~n wh~ch the program del~vered ~ts serv~ces. The a~m

was effect~veness and thus much was ~nvested ~n test~ng and
ref~n~ng the methodology ~n order to develop a qual~ty
serv~ce package for part~c~pat~ng enterpr~ses Th~s

emphas1s on qual1ty produced 1tS rewards. After only two
years, the program developed a cons1derable reputat10n 1n
Tun1S1a and was lauded by the Pr1me M1n1ster.

Such recogn1t1on was cr1t1cal to develop1nq a pol1t1cal
env1ronment conduc1ve to the 1nst1tut1onal1zat1on of the
program. In l1ght of 1tS h1qhly Subs1d1zed nature,
develop1ng the 1nterest of prom1nent f1gures 1n the local
publ1C and pr1vate sectors offered the only poss1b1l1ty for
assur1ng 1tS susta1nab1l1ty. To th1s effect, CRS/Tun1s1a
and UTICA fostered the engagement of the publ1C and pr1vate
sectors 1n the purpose and operat10ns of the program through
the establ1shment of a program overs1qht comm1ttee.
CRS/Tun~s~a and UTICA charged the comm1ttee w1th lay1ng the
groundwork for establ1sh1ng a Tun1s~an SED 1nst1tut~on wh1ch
could susta1n the program act1v1t1es after CRS and AID
w1thdrew the1r adm1n1strat1ve, techn1cal and f1nanc1al
support.

III.B. Phase II

In January 1987, CRS/Tun1s~a, UTICA and AID began
1mplementat1on of Phase II of the program wh1ch 1S now st~ll

operat1ve at the t1me of wr1t1ng. Th1S phase was scheduled
for two years and costed at $512,300. In Phase II, the
cost/enterpr1se was reduced from $2,900/enterpr1se to
$2275/enterpr1se. The bonus fund was d1sbanded and
part~c1pat1ng f1rms are now requ1red to pay a user fee equal
to approx~mately 12% of the cost of the serv1ces.

One of the maJor ach1evements of th1s phase was the
1nst1tut1onal1zat1on of the program through the establ1shment
of an 1ndependent legal ent1ty known as Com1te de Conse11 et
de oeveloppement des Pet1tes et Moyennes Enterpr1ses
(CCD-PME or "CCD"). CCD was relocated from CRS/Tun1s1a
off1ces to 1ndependent prem1ses and was charged w1th the
1mplementat10n of Phase II under the gu1dance of 1ts Board of
D1rectors. The Board 1S compr1sed of many of the former
members of the program overs1ght comm1ttee.

In Phase II, CCD expanded the proqram team from three to
f1ve extens10n off1cers and from one to two f1eld
superv1sors. The methodology was streaml1ned. The d1agnost1c
per10d was reduced from a f1ve month per10d to a two-three
month per1od. The steps of the act10n plan were reduced
from 3-5 obJect1ves to 3-4 obJect1ves and the t1me to
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Although the~r needs are not the same, CCO ~s del~ver~ng the
same serv~ces to enterpr~ses whether they be m~cro

manufacturers, small manufacturers or m~d-s~zed

manufacturers. The evaluators thus suggested that
spec~al~zed serv~ces over a punctual per~od of one-two
months be g~ven larger enterpr~ses and that a more prolonged
consultancy cover~ng broader management ~ssues over several
months be g~ven the m~cro manufacturers.

The evaluators also recommended that the format of
consultancy be streaml~ned~ that a ce~l~ng for the length of
consultancy be establ~shed dur~ng wh~ch only those
obJect~ves w~th the greatest pr~or~ty are pursued and thus
allow~ng the consultants to double the~r cl~ent load~ that
consultancy sess~ons be consol~dated from many 1-2 hour
per~ods to several all day per~ods; that a pr~or~ty be
placed on expand~ng the scope of serv~ces through
low-~ntens~ty forms of educat~ve consultancy wh~ch ~nform

manufacturers about better management and thus prov~de a
f~lter to attract a purposeful cl~entele w~th a h~gh

potent~al to prof~t from more ~ntens~ve consultancy serv~ces

In order to max~m~ze the eff~c~ency of ~ts emploYment
generat~on, the evaluators also suggested that CCO g~ve a
pol~cy preference to those f~rms wh~ch have the greatest
potent~al to ~mprove or create emploYment.

F~nally, the evaluators recommended that CCO develop a more
comprehens~ve management ~nformat~on system to prov~de data
on program revenues, soc~oeconom~c benef~ts and
cost-eff~c~encywh~ch could prov~de the bas~s for measur~ng

the effect of d~fferent approaches and for shap~ng the
del~very system ~n ways that w~ll ~ncrease ~ts eff~c~ency.

IV.C. Affordab~l~ty

The evaluators est~mated that ~ncreas~ng the eff~c~ency of
the consultancy format ~n the ways descr~bed above could
reduce cost/enterpr~se from the rate of $2,275 1n Phase II
to a rate of $725 for small and med~um manUfacturers and
$1550 for m~cro manufacturers.

Moreover, the evaluators recommended that CCO set a
benchmark for users fees to cover 40% of actual consultancy
cost. Th1S could be fac1l~tated through (a) CCOIS reduc1ng
1ts free serv~ces such as lengthy d~agnost1cs, (b)
select~ng cl~ents who are w~ll~ng to pay, (c) measur~ng the
monthly performance of extens10n off~cers ~n the collect~on

of fees, and (d) d~scont~nu~ng serv~ces for those who do not
pay.
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v. CONCLUSION

Over the course of the 1mplementat1on of th1s program, CRS
has conf1rmed 1ts bel1ef that management extens10n can
prov1de an effect1ve veh1cle for generat1ng growth 1n the
small scale manufactur1ng sector of develop1ng countr1es and
that foster1ng such growth can be a v1able means for
creat1ng employment opportun1t1es at a relat1vely low cost

If the program model presented here 1S shaped to balance
better the effect1veness, eff1c1ency and affordab111ty of
1tS de11very system, CRS bel1eves that the model offers
substant1al potent1al for repl1cat10n.

For CRS, th1s program has been most 1mportant 1n help1ng us
to frame our 1dent1ty 1n the small enterpr1se movement. At
the outset of th1S program, we had not yet developed a
V1S1on to def1ne clearly our programmat1c goals 1n small
enterpr1se development. Desp1te the benef1ts 1n employment
generat1on, we have S1nce concluded that th1S program model
1S not 1deally sU1ted to the 1nst1tut1onal mandate of CRS to
work w1th the poor of the develop1ng world. The nature of
CRS prescr1bes a more d1rect 11nk w1th the poor through the
promot1on of enterpr1ses more f1rmly rooted 1n the 1nformal
sector.

We have seen, however, that such a management extens10n
program offers the means to bU11d the manufactur1ng base of
a post-colon1al economy and thus help a develop1ng country
make the trans1t10n from an extract1ve economy to that of an
1ntegrated economy. clearly, such programs have a
s1gn1f1cant role to play 1n the future of the small
enterpr1se movement.

It 1S thus surpr1s1ng that the 1nternat1onal development
commun1ty has not seemed to recogn1ze that 1n add1t1on to
the need to real1gn structures 1n develop1ng countr1es to
allow cap1tal to flow to small enterpr1se opportun1t1es,
there 1S a cr1t1cal need for non-f1nanc1al ass1stance to
small enterpr1ses. Indeed, 1t 1S only through effect1ve
management that develop1ng countr1es w111 be able to
maX1m1ze the use of the1r most scarce resource --- cap1tal.
The 1ssue then 1S to 1dent1fy the blend of cred1t and
non-f1nanc1al ass1stance that 1S most appropr1ate to the
target group.

Based on th1s exper1ence, CRS would thus strongly encourage
other donor agenc1es Wh1Ch are pr1nc1pally concerned w1th
econom1C development to cons1der the potent1al that
management extens10n offers develop1ng countr1es and f111
the 1nst1tut10nal v01d that currently seems to eX1st to meet
th1s often unrecogn1zed need.
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~mplement the act~on plan was also reduced from e~ghteen to
e~ght months In th~s phase, CCD ~s prov~d~ng serv~ces to
120 enterpr~ses w~th~n a 100 m~le rad~us of Tun~s. Larger
f~rms were ~ncluded ~n CCD's portfol~o w~th enterpr~ses

represent~ng all of the maJor ~ndustr~al sectors. F~nal1YI

CCO reaches approx~mately 2,000 enterpr~ses not rece~v~ng

d~rect serv~ces through the d~ssem~nat~on of monographs on
var~ous ~ssues wh~ch small scale entrepreneurs commonly
confront.

IV. ANALYSIS

As Phase II draws to a close at the end of th~s year,
CRS/Tun~s~a and UTICA are now cons~der~ng poss~ble

strateg~es for the future development of CCD. UTICA and the
Government of Tun~s~a have been very pleased w~th the
evolut~on of the program thus far. CCO has ga~ned a
reputat~on among government agenc~es for ~ts d~rect

knowledge of the constra~nts fac~ng the local small
enterpr~se sector and ~ts ab~l~ty to reach enterpr~ses w~th a
serv~ce wh~ch entrepreneurs apprec~ate.

Desp~te the program's apparent successes, ~t had been
d~ff~cult for CRS to get a handle on the ~mpact of the
program and whether ~t was ~ndeed generat~ng enough benef~ts

to warrant the costs. Th~s d~ff~culty was l~nked to the
program's not hav~ng an adequate management ~nformat~on

system wh~ch could prov~de the bas~s for better
understand~ng the dynam~cs between the costs of the del~very

system and the program's ~mpact on enterpr~se performance
and ~n turn on commun~ty emploYment and ~ncome. The lack of
such an ~nformat~on system also made ~t d~ff~cult to prove
to donors that the program was ach~ev~ng tang~ble results at
an affordable cost. Indeed, there ~s generally a host~le

pol~cy env~ronment ~n the donor commun~ty v~s-a-v~s

non-f~nanc~al ass~stance to small enterpr~ses where cr~t~cs

often suggest that ~t ~s costly and has l~ttle ~mpact.

CRS, UTICA and AID were thus eager to have a better grasp on
the 1mpact the program had had thus far and how the
eff1c1ency of 1ts de11very system could be enhanced to
ma1nta1n the subs1d1zed costs at a m1n1mum. In the
e1ghteenth month of Phase II, CRS headquarters accord1ngly
contracted a team to conduct an external evaluat10n that
would focus on these ~ssues. The team was compr1sed of Dr.
Cheryl Lassen and Dr Mahmoud Tr~k~. The analys1s presented
below 1S based on the1r f1nd1ngs.
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IV.A. Effect1veness

Dur1ng the evaluat10n, twenty three manufacturers who had
rece1ved consultancy 1n Phases I and II were sampled Of
those 1nterv1ewed, 91% ma1nta1ned that they had not only
learned someth1ng of value from CCD, but that the
consultancy had or would have a favorable econom1C 1mpact on
the1r bus1ness. The evaluators verified these assert10ns
through an analys1s of the est1mated changes in levels of
part1c1pat1ng enterpr1ses' prof1t (assum1ng a 10% prof1t
marg1n on sales), employment and 1nvestment. For th1s
analys1s, complete data was ava1lable for forty-one
enterpr1ses 1n Phase I and for four enterpr1ses 1n Phase II

Desp1te the fact that 1986-86 was a year of econom1C
downturn 1n the Tun1S1an economy, average sales of
enterpr1ses 1n Phase I 1ncreased by $16,700 and the average
1ncrease 1n wages was $27,400. The evaluators est1mated,
moreover, that 1ncreased prof1ts plus the 1ncreased value of
employment and 1nvestment generated econom1C benef1ts 1n
Phase I that were ten t1mes the cost of consultancy.
Although 1t was too soon to measure benef1ts for the
maJor1ty of Phase II f1rms, the four sampled suggested a
benef1t cost rat10 of 148:1. The evaluators proJected that
the benef1t cost rat10 for enterpr1ses ass1sted 1n Phase II
would be generally greater than that for Phase I once data
are ava1lable. Th1s proJect1on was based on the1r
observat10ns that the Phase II f1rms were more carefully
selected for the1r econom1C growth and employment potent1al
than 1n Phase I and that the eff1c1ency of the serv1ces had
1ncreased 1n Phase II.

S1nce CRS entered 1nto the development of th1s program based
on the programmat1c assumpt10n that part1c1pat1ng enterpr1ses
could catalyze growth 1n employment, the Agency was
part1cularly encouraged to see that the evaluators had
calculated a cost per Job created of $800 1n Phase I. Th1S
rate 1S substant1ally lower than the average cost of
generat1ng most Jobs 1n the 1ndustr1al sector or even Jobs
1n the 1nformal sector.

In short, the evaluators concluded that CCD had developed a
relat1vely effective serv1ce and that the program 1S
creat1ng cons1derably more benef1ts than 1t costs.

IV.B. Eff1c1ency

Desp1te the benef1ts wh1ch the program 1S generat1ng, the
evaluators found that CCD's del1very system could be
cons1derably more eff1c1ent.



B10data

Cheryl Lassen, a rural soc10log1St w1th expert1se 1n Lat1n Amer1can
and African farm1ng systems and modern1zat1on programs, serves as a
consultant to PVOs 1n program evaluat10n and small enterprlse As
D1rector of Evaluat10n and Research at Partnersh1p for Product1v1ty
Internat1onal, she systemat1zed an approach to cred1t and management
educat10n for small rural producers, as well as des1gned the
tra1n1ng, mon1tor1ng and evaluat10n procedures to support th1S
Cheryl was an early member of SEEP, and authored A Systems Approach
for the Des1gn and EvaluatIon of PVO Small Enterprise pro~rams, a
precursor of the Step by Step Guide she also authored t e PfP case
study WhICh appears at the conclusion of the book Cheryl served as
a respondent at the Apr11, 1988 SEEP Forum on PVO Programs 1n Small
EnterprIse Development Potent1al and L1m1tat1ons.

B1shwapr1ya Sanyal, 1S a Ford Internat10nal Assoc1ate Professor 1n
the Department of Urban Stud1es and Plann1ng at the Massachusetts
Inst1tute of Technology He has served as a consultant to the Ford
Foundat1on, for whom he evaluated the1r Income-generat1ng proJects
1n Bangladesh, and to the Agency for InternatIonal Development, for
whom he undertook a reVIew of small-scale enterpr1se development
Other cl1ents have Included the World Bank and the Un1ted Nat10ns
Center for Human Settlements Much of B1sh's research and
consultIng work has been 1n the areas of urban and regIonal
plann1ng, housIng, urban agrIculture, and the 1nformal sector



LIst of PartIcIpants

October 13, 1988

Nancy Allen
Cathollc Rellef SerVlces

stanley Barnett
Opportunltles IndustrIallzatlon

Centers Internatlonal

paklta Bath
OEF/Internatlonal

Meg Bowman
Technoserve

Joanne Burke
OEF/Internatlonal

Ellzabeth Campbell
Save the Ch1ldren

James Cawley
Internatlonal Voluntary Serv1ces

Elalne L Edgcomb
The SEEP Network

Kenneth Flemmer
ADRA Internat10nal

Larry Frankel
CARE

Kenneth Graber
Mennonlte EconomlC DeveJopment

Assoclates

Steven Gross
ACCION

Ron Howard
Opportunltles IndustrIallzatlon

Centers Internatlonal

Erlc Hyman
Approprlate Technology

Internatlonal

Susan Jones
Natlonal Cooperatlve Buslness

Assoclatlon

Suzanne KIndervatter
OEF/Internatlonal

Mark Klng
OpportunIty Internatlonal

(formerly Instltute for
Internatlonal Development, Inc )

Cheryl Lassen

Candace Nelson
World EducatIon

BlshwaprIya Sanyal
Department of Urban Studles

and Plann1ng
Massachusetts Instltute

of Technology

Forbes Slnger
Cathollc Rellef Servlces

Sarah Stratton
CARE

Dlan Svendsen
Salvatlon Army World

SerVlce Offlce

Nlna Terrell
OEF/Internatlonal

Fernando Cruz Vlllalba
Councll for Internatlonal

Development

Mwangl Wachlra
Cathollc Rellef Servlces

Dawn Wadlow
CARE

Steve W1sman
Opportunltles Industrlallzatlon

Centers Internatlonal


