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INTROTFICTION

This paper is besod upon axpaerience gained during several years whilst sery-

ing a3 an advisor in four devaloping countries.

The objective of this pap:r is to stimulate thought upon how bust a Programme
of Financial Assistance and Management Advice, hereafter referred t¢ as
The Programmne, can be made to be of even greatar venefit to the anall buainess

sector and through it to the economy of its country.

It is streased, at the commencemsnt of this paper, that The Programme con-
sidered herein forms an integral part of a Total Programme for the Developum:nt
of the Small Businass Sector. Therefore, it is subject to the toial objectives
of such overall programme., However, this papser comprises only cof those matters
which have a direct baaring upon The Programme of Financial Assistance and
Technical Advisory Services.

In order to estatlish the raison d'8tre for such Progremmes, first we must

consider four questions and suggest answers thereto.

Conasider first WHY such a Programme is necessary? It is submittad that its
necessity arises from available resources not being uvtilised in a country

because they are undeveloped ~- both human and material resources.

WHZRE is it common to find such under utilisation of resources? — In develop-

ing countries around the world.

WHO are the persons and organisations primarily concerred with such Programnes?
=— It is usual, hecause of the potential benefits it. offers the economy of a
country, for thes government to appoint a speoialist agency to admiraster the
Programme. The other principal party being the Smell Busines: sector who
receive the assistance provided through the Programme. If such assistancs is
employed effectively by these two parties then the small businessman, reaps
the resultant benefits through profits and a developing business while the
governnent obtains a stronger economy, whioh in time ought to improve the day-
to-day living oonditions in the country.

WHEN to introduce and develop such a Programme is dependant largely upon a
country's economy and the stage of its development, together with the availebil-

ity of its undeveloped resources.

The relevant baokground thus has been defined for the purpose of this paper,
which is struotured upon the following lines.

The Progremme Objeotives are oonsidered first in the body of the paper.




The 'HOW' of the Programme is stated in the section sntitled 'Basic issentials

of and Necessary Preliminaries to Pinancial Assistance Programmes'.

The 'WHAT' of the Programme 13 defined in the sections entitled 'Basic Ingred-

jents of The Programme' and 'Range of Industries Assisted'.

The remaining section conciders the nrincipal problem areas, including basioc

limitations and local conatraints placed upon a Programme.
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1. PROGRAMME OBJECTIVES

The principal objectives of a total Programme foi the developmant of thu Small

Business Sector would include the desire to —

develop LOCAL skills and industries;

increase EMPLOYMENT potential;

engender SELF-SUFFICIENCY;

strengthen the ECONOMY, which would emanate principally from -—

additional employmen*, reducing Social Benefit support
increasing money in circulation and
trade, as well as the
citizens' morale;

utilisation of looal raw materials, reducing Imports;
inoreasing Exports.

Forming an integral and important part of such Total Programme would be the
Programme of Financial Assistance and Management Advice — as previously

mentioned for the purposes of this paper termed The Programme.

The major parts of The Programme usually would include the provision to the
Small Business Sector of —

loans on soft-term basis;

technical advice upon Record Keeping, Financial Management
and Controls, as well as upon Marketing, Production and
other management meathods;

subsidized rents of government Factory Shells;

tax free holidays;

exemption from import duties;

subsidized cost of employee treining;

and 80 "n.

For the purpose of this peper, we are oonoerned primarily with the first two

types of assistance — the provision of loans and of technical advisory
services,

Ususlly it has been found necessary for adequate provisions to be made within
The Programme for the additional training of its field officers and other
officials working upon The Progremme. The reason for such a reguirement is
the inexperience usually found among the academioally and professionally quali-
fied looal staff. Hard work in time will solve this weakness. In the
meantime, it is essential in order to assist the gaining by them of relevant
experience that looal staff are guided to develop and to use appropviate

routines and ocontrols conocerning their main duties within The Programme, which
would include ——

investigation and appreisal of loan applications;
jnternal administretion and control of loan facilities;
provision of offeotive and integrated teohnical advisory
servioces.
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Experience has shown that thie successful operation o' asuch s policy offers
many potential advantages to the twu major partl:s associated with Thea

Programme, as well as to ths Country, including those vib ol —

A.. principally banefit the Government Oparating Aguiy througzh —

REDUCING — RISKS of lundin.s;
loan ARRBARS;

ADMINISTRATIVE UNIT COST
of providing loans;

INCREASING — EFFICIEMCY o controlling loans;
E of repayment;
Y of funds available for further loans;

RESPECT and CREDIBILITY from general publio
as well as from Small Business Seotor;

B, principally benefit the Small Business Sector through —

REDUCING — RISK of losing busin.ss momentum;
TIMB-LAG of processing loan application;
OFRIATE lcan funding;

INCRRASING — AVAILABILITY of additional resources when
required;

RFFECTI S of Teohnioa. Advisory Sarvioes;
] of Small Business Sector;

C. prinoipally benefit the Country through —

INCRRASING ~  EFPECTIVENESS of total progremme to assist
DBVELOPMINT of Small Business Seotor and
through it STRENGTHEN the economy of the
oountry.




The two types of reqguirements - basic essentisls wod necesshry prelininarios -

11. BASIC FBSENTIALS ©F AND NECESUAR PRHEIMINAL RS
TO FINANCTAL ASTTISTANCE PROGHAMES

are considered together in the section becaus: i praciice thay alw

axtremely closely.

The basis essuntials neaded tu assist towards a succcssful financial assistance

programme fail into two cat:gories concerning —

1.
2.

The Material
1.

2.

3

The Administrative Prooedures and Documentstion which are neczssary would

material resources;
administretive procedures and documentation.

Resouices necessary to t available include —

adequat: funds to commence the loan programme and
to enable it to develop;

qualified and experisnced personnel to administer
tre loan programme efficiently and to provide
appropriate tachnical advisory services;

full backing from Top Management and fram Government.

include those appropriate to control —

1.

2.

3.
he

5

6.

The necessary preliminsries inolude the basio essentials enumereted in this
seotion.

loan application, investigation, a;praisal and
sanction;

establishment of loan, including the completion of
legal fcimalities and the proviston of aduquats
security;

loan repaymunt and arrears;

provision of Technical Advisory 3ervices to
olientele;

A. on oreation of loans;
B. regular audit visits;
C. upon request;

D. ad hoo;

effort by personnel in departments connected with
S3mall Business Development to perform their duties
in above subsections —

Ae 1, 2amd } Sinternll)
B. 4 (external

in order to achieve optimum effectiveness of The
Progreame;

regular preparstion for submission to Top Management,
of appropriate reports, statistios and interpretation
thereof upon —

A. loans;
B. advisory servioce affort.




In eddition,
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they would include such obvious, but unfortunately not

developed matters as —

1.

2.

3.

Le

6.

7o
8.

RBxperience has shown the easential nee

BEFORE the commoncement of The Programene.

the deluge o

greatly in maki

agresd programm= objactives, clea.ly quantified
and related to a time-scale;

gatablishmnent of approgpriate department(s) to
provide and administer The Programme, in such &
manner that thuy are oncuaraged to develop upon
1ines most beneficial to —

A. its clientelc, the Small Businaess
Sector;
— through the type and extent of
the services provided;

B. its owners, the Government perhaps
in conjunction with local large
industrialists;

—— through an adequate return from
their investment, which may tonly'
be a greatly strengthened economy;

C. ita staff; — through job satisfaction,
service to the community and the
receipt of appropriate rewards;

establish through —

A. Job Desoription - appropriate JOBS;
B. Job Specification - TYPE of parsonnel
required;
€. Job Bvaluation - a reaiistic SALARY
STRUCTURE including
JOB GRADES;
develop frow 5 abuve —

A. detailed Departmental Oragnisation
Structurs;

B. inclusion of A abovz in Total Organisa-
tion Structure of Government Agency;

C. dapartmental Fudget(s), in relation to
1 above - gquantified objectives;

agreed and printed dccumentation for procsdures and
controls —

A. accounting — intsrnal;

8. wsccounting — extsrnal for olientels;
C. administrative;

D. logal formalities of 1-an security;

availability of very expericnoed and appropriately
quelified advisers to —

A. assist with embryo phase of develop~
ment;

B. train local oounterpart gquelified
personnel to assume duties and
responsibilities for operating The
Programine;

agrved Loan Criteria — m.rimum and maximum;
agreed pre-loan re jiirements and conditions.

always

ds for such matters to be 'in-boing'
Once The Progremme has ocommenced,

f enquiries and applioations for assistance usually do not allow time
for ostablishing suoh essentials. Furthermore, the existenoe of them assists
ng The Programme officient, as wall as offaotive, through the

provisicn of appropriato assistance when roguired by the Small Business Seotor.

A
T
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II11. BASIC INGREDIENTS OF THE PROGRAMME - including
TYPES OF LOANS, SECURITY THEREON AND
TRCHNICAL ADVISORY SERVICES

A. Loans

': The availability of soft-term loans to small businesses is utilised usually
ﬂ to fund one or more of the following —

A. Pixed Assets; including the purchase of new items, the

improvement or extension of existing assets, inoluding —

Land

Buildings

Plant and Maohinery
Motor Vehicles

as well as in certain instances, paying-off an existing
Hire Purchase commitment thereon.

It is common tc find financial assistance to agrioculture
and to the fishery industries administered by s special
government agency, distinot from the agency for small
industry — both manufacturing and servioe.

B, Current Assets: including the provision of additbondl Working
Capital in order to —

inorease Stocks both Raw Material and Pinished
Goods, ourrent and additional types;
provide liquidity in order to either/or —

INCREASR Sundry Debtors;
DECREASE Sundry Creditors and other
short-term liabilities;
fund s special project — promotion of new
1ine/technique.

B. Seoxcity of Loans

The acoepted methods of seourity upon such loans include —

A. debdenture or 3
— loans re Fixed Assests, other than
B. hire purchase agreements land and Buildings;
Ce mortgage deed - loans for Land and Buildings;
D. promissory notes — loans for additional Working Capital.

It is common prectice to include on the mortgage deed property in addition
to the subject of the loan — the private dwelling of the borrower -— a3
additional security. Likewise, & debenture often covers all the Fixed
Assets of the business, not just the subject assets of the loan.




C.
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The basic weakness of funding Working Capital, both the security thereon
and the difficulty of ensuring such funds are utilised effectively and

not used just as & 'stop-gap' or dissapated often has been overcome by
the use of discounting sales invoices, a method known in some countries

as Sales Factoring.

Such a mothod provides a regular inflow of working capital without the
business having to wait for settlement from its debtors. In additian to
an overall Dued, promissory notes usually are given for the invoice per—
centage amount funded and the respeotive salas invoioes would be assigned
to the lender. To make the arrengement even more 3eoure the borrower
would have to use certain faoilities of a reputable joint stock bank,

where the borrower was a customer.

A suitable method of Sales Disoounting can provide effeotive seourity upon
Working Capital loans within The Programme.

Technical Advisory Services

It is essential for the overell succe3ss and effectiveness of The Prog-
ramme that it be a balaroad one. This necessity can be achieved through
providing the small businsss sactor - loan funds in conjunction with an
appropriate service of technicsl advice. Such service must be competent,
in at least the managerial disciplines ard techniques listed in this

saction, to give sound advics when called upon, to —

(i) specific small businesses, in many diverse trades
arnd industries;
(ii) small-scale industries upon matters affecting the
whole industry;
(ii1) originators of new projects.

The breadth of techniosl advice ideally ought to be similar to goneral
management oonsultanoy, though not in tuch depth as is neceasary in con-
sultancy .servioes and it ought to include at least the following basio
work spheres —

(1) Bngineering, inoluding -- factory/shop lay-outs; appropriate-
ness of plant, machinery and equip-
ment/its >ptimum utilisation and
so on;

work measurement and method study;
incentive bonus schemes;
production control;

stook control and recording;

and 80 on.



(ii) Management

(a) Finanoial — books of account;
cost data and control;
budgets and budgetary control;
operating statements;
control indicators;
and soc on.

(b) Administrative — organisation and methods;
procedures and documentation;
and 80 on.

(iii) Marketing including — market potential and oompetition;
sales demand, including seasonal
variances;
sales mix and its direct affeot upon
purchasing, production, oost and
profits;
selling methods;
and so on,

(iv) Treining, specifically generel advice upon the necessity, appro-
priateness and potential benefits of training —
on Jjob;
in oclassroom;
and where to obtain suoh treining and the detailed advioce

thereon.

To provice an effective servioe requires & close working arrangement between
the Government Agenoy personnel and the Government Menagement Training
Centre, both these parties being in a position to assist each other, for

the benefit of amall busineasmen.

Alvioe given ought to be confirmed in writing to the client, either in a
letter or when morc appropriate, it ought to form the basis of & report.

The basic objectives of providing such a teohniocsl advisory servioe would
inolude the desire to assist small businesses to solve their speoifio
problem areas and to oredicate any bottlenecks, in order to assist the
development of the small business sector. Furthermore, when this type of
advioe is available in the same programme as the availability of loan
facilities, suoh linking is benaficial both to the borrower and to the
lendor, in assisting the effective utilisation of the loan and alsc, re-
ducing the risk of non-repayment.

It is usual for advice to be initiated from certain events, inoluding -

(i) application for loan;
(i1) oreation of lcanj
(i1i) sepecifio request from small business proprietor;
(iv) specific request from the top management of the
Government Agenoy, sometimes resulting from &
request or enquiry emanating from a Government
Ministry;
(v) rogular audit visits as per a planned programme.
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A planned programme of visits to small business clienteles is an a@ssantinl
means of control for the Government Agenoy. ouch visits provide the
opportunity of auditing the progress and the currint position of thu
business, thus giving the opportunity to offer advioe upon current prob-
lems and alsoc, acting as ar ‘early varning systam' of potential future
problems. Audit visits therefore can assist both small businsss and the

safeguarding of public funds on losn,




1V. RANGE OF INDUSTRIES ASSISTED

It would be usual to find The Programme assisting small businesses which are

in the types of industry which would be based upon —

A. Crafts, including —

carpentry;
dressmaking;
metal work;
printing;
and 30 on,

providing Services through —

retail shcps;

oatering establishments;

gareges;

hotels and guest houses;

and so on.
Looal Crafts and Cottage Industries, These often inolude inherent
skills applied to local raw materials and might comprise the man-

ufacture to a national cr regional style of —

sandal;

olcth;

statues;

pictures — bastiaste, woodan, painted ~tc.;

woven and plaited work -— table mats, bowls, hats
eto.;

and so on.

In eddition, emphasis of'ten would be imposed upon the development of labour
intensive industries, as a Governmen* policy, to reduce local unemployment
and to give skills to more people. Thus, in section 'A' Crafts, emphasis

would »e placed upon at least developing the manufaoture of —

furniture;
various types of garments;

as well as developing the skilled sub-contiactor section of the building
industry. Most ocountriss have naturel points of interest to visitors, ir
only the olimate and therefore, another area for spe:ial government develop-
ment, primarily to inorease employment opportunities and to earn foreign
ourrency, is the tourist industry. Thus in Seotion 'R' Servioes, assistance
would be encoureged in at least the Hotel and Guest House industry and
perhaps allo; in the oreation of additional suitable oatering establishments.

Likewise small businessmen oovered in Section 'C', Loocsl Crefts and Cottage
Industries, especially would be encouraged for similar reascns.
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The other mejor area of small-scale industries, whare speoial ancouragamunt
often would be given #ith its development,would be the crsation of mamufaotur=
ing and processing units to produce '1arg? damand' products which previously
have had to be imported. Usually, this type of industry includes the produc-
tion of —

diverse types of foodstuffs;
oo&netiocs;
hardware;
a1d 80 oOhe

Small businesses &re organised in most of the various usual structures
including — '

sole trader;

partnership (unlimited and sometimes limited);
limited lisbility oompany (private);
co~operatives.

It would be essential for the Technical Advisory Service to be competent to
give sound and appropriste technioal advice to these many and diverse types
of industries, in order that The Programme be offective and of benefit to the
Smell Businesa 3eotor.

Furthermore, it would be necossary for loan applioatiornfrom any part of the
3mall Business Saector to be processed oompetently by the specialist personnel
of the Government Agenoy Loan Departmant, through an appropriate procedure %4

inveatigation, appraisal and recommendation thereon.
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V. MAJOR ROBLEM AREAS OF ADMIN1STERING PROGRAMME

The major problem areas, which would inc.urde the basic limitations and looal

constraints placed upon the introduction and the fulfilment of & Programm),
are of two principle types —

A, human fectors;
B. material resources.

A Human Factors.

The passing of sufficient time, if utilised effeotively, will solve this
type of basio limitation. However, it is naturel for Jocal oonstraints to
be placed upon a Programme from the conditions which often exist in devel-

oping countries. Suoh basio limitations often inolude at least the follow-
ing weaknesses —

(1) 1level of scholastio esducation and achievement;
(11) supply of surfioient teohnioal skills;
(114) insufficient training facilities;
(iv 1imited experience of supervision and management;
(v) insuffiocient experienoce in the subject and techniques
of ths major disoipline studied for a qualifiostion;
(vi) naturel ability to apply academic knowledge to
prectioal situations;
(vii) laok of empathy.

Yt will be noted that the prime weakness is croated from the lack of various
types of axperience. Por the small businessman, 2Xperience jdeally married
to & natural flair for entrepreneurship is an ossential ingredient of
sucoess, Therefore, a basic function of a Programme is to assist in fill-
ing the 'experience gap' with an sffeotive and appropriate Technioal Advie-
ory Service. However, several of the listed weaknesses sometimes are
compon to the teohnical advisors of the Government Agenoy, usually (iv) -
(vii) inclusive.

To assist these advisors to provide appropriate advice to the small businoss-
man, who often have to aot as his businssses salesman, IaW material buyer,
rmAugtion manager (perhaps inocluding design and set-up of tools), acoount-
ant, et al, the advisor must gain experisnce of so soting, as quickly as
possible, To assist Ths Progremme with this important aspeot for its devel-
opment, it is usual for intsrmational experts to be requested to develop

the experience of such personnel.




B. Y¥aterisl Resources.

The types of material resouroe which would have an adverse effect upon &
Progremme inoclude —
(1) inadequete funds, both to provide and to generste
suffioient loans, as well as the extent of technioal
advisory sarvices and aiso, to establish the necessary
administrative lepartment(s) in the Government Agenoy
’ sxeouting The Progremme;
‘11) limited supply of looal raw mat:rials;
(411 restriocted nru(o) for indus*rial expansion;

(iv) lack of adequate utility servioes, inoluding the
supply of water and eleotrioity.

Certsin types of material resouroe which are in short supply, c&n be
jnoreased through the sveilability of additional funds — either provided
by Government cr an international aid agency — being spent upon oapital
iaprovementa. The remaining types, which cannot be solved with the provi-
sion of further money, might aot ss & constreint upon & Programme.

It would be usual when planning the overell objectives of The Progreame to
consider the presencs of any such limiting fesotors snd then, to develop an
optimua plan which would be affected least by tham.

The type of L.mitations whioh cen be termed 'Human Fectors' usually form
the major problem areas. Aurthermore, they impose the strongest oon-
streint(s) upon & Progremme. Limitutions osused by 'Materiel Resources'
usually can be overcome with additional money. However, solving the
various probleas present in both these basio types, would be subject to
the pressures of '"Time’.
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V1. CONCLUDING REMARKS

Progremmes aimed at the overall development and expansion of the Small
Business Sector offer great potential renefits to the community thrcugh
the resulting strengthened eoonomy of the oountry. An essential and
integral part of such a oomprehensive progremme has formed the basis of
this paper — Finanoial Asasistance and Management Advice.

The provision of suoh assistanoe in conjunotion with an effeotive welding
of twin desires — the small businessaan's, to advance in order to aohiave
'gelf-sufficiency' with that of the personnel of the Government Agenoy, to
assist and to serve the Small Business Seotor — would result in the full
achievement and the satisfaotion of both parties, which would be to the
oversll benefit of their country and of their fellow oitizens.

The presentation of this paper will include a consideration of each of its

main seotions, in relation to speoifio experiences of developing an In-
tegrated Progremme of Finanoisl Assistance and Technioal Advisory Services.







