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INTRODUCTION

The one month assignment relating to "Entrepreneurship
Development and Small Scale Industries Financing
Options under Structural Adjuztment ir Zimbabwe"
commenced on 20 April 1992 and <snded on 1¢ May 19¢2.
The assignment was a part of Zroject DE/ZIM/Q0/025
"Suppor: to Small Scale Industries and Enhancement
of Indigenous Ownership in Zimbzswe", and the expert
was part of & mission of six members 1including sa
team cozrdinator. The Terms of HRelerence of the expert
are at -~nnexure 1.

Tne overall zpproacni and stra:zzgy <f the miss:izcn
were discussed in a series of meztings of tnhe missicn
with UIIDC (UZD anc JPO), ancd oetween the missicn
members. During the meetings wi:n UKIP/UNIDD it weas
clarified that the priority otjeztive of the mission
members should be te produce & Pr¢lect Fermuiation
Framework, on the basis of whic-. a =roject Document
would 2o prepzred by the team <2coorZinater for tne
considaeration of UNDP under IPF: . was alsc indica:ed
that trnose conmponents of the TF which coulé rzt
be accsmmodated within the buczsst < the prcposed
UNDP Project Docuvment could be subtzitted for tne
consideration ¢f other donors. It was further clarified
that tre PFF proposals and the recsmmengceiions =of
the missicn members would be inc_udec in tne chap:
17 (Prcjects) and chapter 18 Zonciusions) of tn
Zimconsult report "Support to SSI:z anc¢ the Ennancement
of Indigenous Ownership in Zambzdwe "being prepared
under Project DP/ZIM/90/005.
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The terms of reference cof the <cxpert were discussed
with UNKIDO, Harare and the team 2oorcinator in order
to have complete agreement and avoid overlap with
other rembers of the mission. -t was agreed that
the expert's terms of reference lLcs 1 and 2 regarding
growth of entrepreneurship referred mainly to the
macro colicy level and not the micro field level,
which wzs being covered by other members of the missicn.

Discussions were held with a numZer of persons repre-
senting various Ministries anc ins:itutions; tne

list of these persons 1is at krnnexure . A number
of documents were studied, the _ist cof wh;ch is at

Annexure 3. The draft report of Zimeconsult provided
useful Dsackground material in &z consc_idated manner.
Discussions with Mrs Gery - Poczon .JCD), Mr Hauge
(JP0) znd Dr Ndlela {(tear coorcinatcr!, &s well =zs
tre mission mes:ings. proved usziul n refining ine
recommerzations.

Before finalising the recommencz:iions and the Pr-,
these hz: been ciscussed with UCZ, J7C and the team




coordinator and the broad ccncept of PFF was agreed
upon. This concept is based upon the programme approach;
there would be an umbrella organisation which would
in a general way oversee the implementation of various
cbjectives/outputs at the level of different institu-
tions. The  umbrella organisation would cecnsist =z°
Senior Adviser {(Chief Technical Adviser. deputeZ
UNIDC/UNDP and & national counterpart ‘HNationzl
cject Coordinator). It 1is proposed that *he BT

e -

-
R}

LS AN R L & M A L
+ 'J '!‘<

culd be 2 senior official of MIC. It is alsc proposed
Aa: a small grour of officials may be co:s itutes
cv redecioyment of existing staff) to handle matters
reizting o the SSI sector and stimulating its growtr.
Tzr converience, it mey be <called¢ the smzl. sce_s
_rdustries Facilitaticn Uni: (SSIFU); this urni: woulc
_mplemern: certain pclicy-level and related obisctivess
z-tputs ¢f the project. The unit would receive guidance
e assicstance from the Senior Adviser (CTi,. OQther
czjectives/outputs ¢f the p”OJect would be img>ementel
- tne concerned institutions; ‘these 1incliude tre
cz jectives/outputs recommended by the other members
¢t the :1551on. Tnus the project would be & gocs
cxture c¢f policy ievel and field level otisctives’
z.tputs. eeping this in rgind ané to facilizzte thne
craparaiicn of the Project Iocument, the PFF Its writter
*r. somewnhz: greater detail than is normally ine case.

broaZ outlines of the recommendations made irn
tions V and V of this brief Terminal Report as
the main features of the proposed PFF !Secticr
and kAnnexure U4) were discussed at 1length jointlv
the JPZ and the expert with the Mr 0 M Tshabangu.
uty Secretary, Ministry of Industry and Ccmmerce.

propcsals were, in principle, accepted by the
outy Secretary and found prima facie useful an<Z
sible. This includes the proposal to constitute
Small Scale Industries Facilitation Unit in thne
Ministry ¢f Industry and Commerce.
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I: should 2e mentioned here that the proposal relating
t: setting up the Refinance Facility and other sugges-
t.ons re.eting to credit were discussed with., among
c-aers, senior officials of the Reserve BRank of Zimbabwe,
Nzzicnal *Flanning Agency and the Implementation anc
ianitoring Unit of Ministry of Finance. The proposals
ware, 1ir principle, accepted by these officlials as
tzing practical and useful.

exper: wishes to record his appreciation fer
cocperztion given by Mr Dragic (ER, UNDT:, Mrs

AT )
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zry - Po2onon (UCD), Mr Fauge (JP0) Dr Ndielz (tearx
zzder,, fz2licw nemoe"s of the mission, and varicus
-r2r inzZividuals and institutions in facilitating
-2 assignzent.




II

OBSTACLES IN THE DEVELOPMENT OF INDIGENOUS
ENTREPRENEURSHIP

The manufacturing sector in Zimbabwe, compared to
other countries 1in Sub-Saharan Africa, is well deve-
loped and diversified, producing botr consumer and
producer goods. Industry contributed 23% tc GDP 1in
1988 and accounts for 18% of the totz. formal sector
emplcyment. Zimbabwe has one of the =zighest ratics
cf Manufacturing Value Added (MVA) a2z a proportion
cf GDP in Africa. The manufacturing sec-or contributes
appreximately 55% o©f export earnings, (cthough it
is &lso the largest wuser of fcreigr exchange for
imports). However, there are also certain features
of the industrial sector which have majzr» implications
for the Small Scale Industries {SSI) and therefore
need to be taken note of; these are the following:

(

m

) Most manufacturing sub-sectors are ~ighly concer-
trated with one or a few companies, often foreign
owned, being dorminant suppliers. Trese monopolis-
tic or oligopoliistic situations <o not easily
aliow entry of small scale comcstiters. There
are more than 3000 registerec manufacturing
companies, and estimates of concentration
suggest that the largest 20 comparies (including
conglomerates) account for more than 50% of
the output (in value terms).

(b) Many large companies engage in a variety of
activities, subsidiary to their core business,
to secure supply of goods and services that
are not readily available. Thus linkages between
large and small industries are not well developed.

(c) Industry has a high geographical concentration.
The main industrial areas are Harare and Bulawayc,
which together account for nearly 50% of manufac-
turing output and employment. Correspondingly,
other areas (particularly rura. areas) have
been deprived of the opportunity for growth
which arise from the location of a major "nucleus"”
industry. Also, skilled and educated manpower
has tended to gravitate to the cain industrial
areas for finding jobs and business opportunities
instead of undertaking productive work in other
areas.

Ir addi:tion to the zoove factors. historically, the
pclicy, —regulatory and institutionz. environment
has in many ways besn hcestile te the small scale
entrepreneurs, placing several restriciions on their
activities, making it very difficult for them to
comply with various regulations, and preventing easy
access toapprovals and inputs.




Due to the above factors, the SSI sector is not well
developed; it is 1limited mainly to very traditional
areas, and has 1little presence in new technclogies
or products. Most of the SSI activities are in the
informal sector comprising household or micro-level
income generating activities. Yet there 1is a class
¢f emerging indigenous businessmen and women who
aspire to expand their businesses and increase their
incomes.

covernment of Zimbabwe has realised that the formal
sector zlone cannot help the country address some
cf its ecritical soclo-economic concerns. It has increa-
singly recognised the importance of developing the
S5I sector in view of its potential sigrificant contri-
cutions to the economy, some of which are mentioned
below:-

-~

e) The SSI sector is more 1labour 1intensive and
less capital intensive; it depends upon relatively
simple and inexpensive technologies and creates
more employment. hAvailable figures 1indicate
thet in the SSI sector, the capitzl-labour
rat.io is less than one-tenth of that in the
large industry. Keeping in mind the huge numbers
of Jjcb seekers entering the market every year,
the formal sector cannot <create sufficient
employment and therefore the growth of the
SSI sector is essential.

(b) The development of the SSI sector will help
in the dispersal of the ownership pattern of
industry, and thereby in satisfying the aspira-
tions of the hitherto disadvantaged sections
of society. It will raise incomes and 1living
standards.

(e) The SSI growth will help in the geographical
dispersal of economic activity and will utilise
local resources and skills.

o~
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The entry of more small scale entrepreneurs
into the formal sector will augment Government
revenues, add to exports and reduce import
demand.

Government's (somewhat ©belated) recognition of the
importance of developing the SSI sector has been
roflected in some recent documents and statements.
Zowever. by and large, these policy statements are
vet to 22 converted into ccnsrete action plans.

Meanwhile, the Economic Reforms Programme (ERP, 1991-93)
nas beern undertaken by Government which includes
gradual deregulation of domestic coatrols, trade
liberalisation and adjustment and macro-economic




policies. While Government expects that over time
the ERP will help the growth of the SSI sector, in

the short run, there can be substantial adverse
effects such as :-

(a) inflation will raise the cost of inputs, and
contract demanc;

{(b) liberalised imports as well as deregulation
of large business could intensify competitiocn;
and

(e) the interest rztes for crecit have risen steeply.

Rs a result, the viability of many small sczle
projects is severely hit.

Unfortunately, Zimbzbwe is aiso experiencing one
cf the wors: droughts in recent history. This is
already contributing tc inflation, contraction of
demand, and shcrtages of raw meterials. These adverse
eifects of drought can Dbde expected o _ast over a
considerable period ¢f time.

The main obstacles faced by small scale entrepreneurs
can be summarised as follows:

(i) Low 1level of management and business skills.

(ii) Low level of technical skills; non-zvailability

of appropriate technology for small scale opera-
tions.

(1ii) Pcor availability of information and counselling
services such as those relating to project
development, technical know-how, sources of
equipment, raw materials and other inputs,
availability of support services, procedures
for obtaining approvals, and so on.

(iv) Minimal access to credit; (further details
of this are given in the subsequent section).

(v) Difficulty in penetrating established or formal
market channels (including the Government purchase
system)

(vi) Restrictive anc difficult regulations and proce-
dures relating to zoning, building bye-laws,
Factories and Werks Act, taxation, imports,
fereign currency, elc.

(vii) women ertrepreneurs are particularly disadvan-
taged in the above matters, especially in access
to credit
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EXISTING FINANCING MECHANISMS AND CONSTRAINTS 1IN
FINANCING SSIs

The existing financial institutions in Zimbabwe mzy
be categerised as follows:-

(1) Development banks

(2) Commercizal banks and Credi: Guarantee Company
(z3 Vernture capital companies
{ti K3CTs

N

< Merchant banks and finance hcuses

Details of the above institutiors are given in tre

Zimeconsult repcrt. Brieflly, the s:ituation is described

be_ow:-

U Developmert banks - SEDCC is & develcpmer:
ba2nk specifically for the 3:SI sector. However,
SZI2C0's assistance has besn going meinly o

tne upper end of the SSIs. Further, only abcut

one fourth of its assistance has gone to indus-
trizl enterprises. SEDCO 1is currently strapped
fecr funds. ZDE has been assisting mainly larger
er.cerprises.

(23 Commercial banks and CGC - Trnere are five commer-
cizl banks. Of these, thres (Zimbank, Standard
Chartered, Barclays) have set up small business
urits at the instance of GCovernment. Zimbank's
scell business unit has made relatively more
progress and is manned ¢ty economists while
the others are manned mainly by traditionel
bankers. The small business units are in the
mzir confined to Harare and :there is insufficient
de_egation of power down tne 1line. The banks
are facing severe 1liquidity constraints and
tne interest rates are very hign. The banks
lend mostly for working czpital. Overall .tne
irzart of the commercial benks and their sma_l
business units on the SSI scene is minimal.

The Credit Guarantee Company drovides 50% guarar-
tee cover to the loans given by the commercicl
panks (nct other institutions) tc SSEs. [t
appraises each project for which it extencs
guszrante ccver and even =zfter Its approva:l
tr.z bank 2zrn refuse the 1lczn; the process hzs
ne2r c¢riticisec for delays. In tne banks' per-
ceztion, the <C(GC's guarantese cover 1is not e
mz icr atiractior. It needs to be examined hew
CGl's zuarantee can be rade more effective
and alsc diverted more tc SSIs, instead cof
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trade and service enterprises. E CIDA assisted project
for enhancing the CGC service for women :is alread:
under consideration.

Venture Capital Companies - There are six venture
capital companies, of which thcse involved with SSIs
are ZDF, VCCZ and Manna Corpora:-ion, the others being
concerned mainly with large - medium enterprises.
Even the three mentioned above., especially ZDF, are
concerned mostly with the upper end of the S3I enter-
prises. ZDF Is 1loczted at Harzre (ZDE) and has no
outreach to the SSI entrepreneurs; its actual assis-
tance to SSIs has not been =zubstantial ‘though it
tries to maintain =z very "developmentazl"™ apprcach
towards SSI applicants. Manna Ccrooration is & privete,
church group initiative and its c<perations are unlikely
L0 become very widespread.

liGO0s - There are a rnumber of NGls which offer finance
to SSIs, most:y on e grant basis; the volume of trneir
operations 1s however small anc¢ based on a welfarist
gpproach.

Merchant banks and finance Houzes -~ these are rnot
really involved with SSIs.

“ne observed constraints ir the accesz of SSIs tc finance
2an be summarised as follows:-

01)

(A}
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Despite the setting up of sme_l business units oy
some commercial banks, bank lending as a whole to
the SSI sector 1is minimal. The attitudinal changes
for dealing with small entrepreneurs are not much
in evidence. Except for Zimbank, there are no plans
to have representatives of the small business units
in the branches, or at 1least :In the main branc.=s.
Collateral is still very much a central concern of
traditional banks, and wusually small entrepreneurs
are unable to provide collatera. security. Also small
entrepreneurs have cifficuity ir raising the minirum
promoter's equity reguired by financing institutions.

Cther than the banks and SEDCO, :he specialised finan-
cing-institutions are located only at Harare. Spatiaily,
therefore, the distribution of :he financial institu-
tions is inaZdeguate for the SSI sector.

SSI entrepreneurs complain of delays in appreval
¢f loans (e.g. in earproval of lczns by small business
units and by Credit Guarantee Comcany).

Trnere is an overz_._. shortage 2f resources 1in the
financial imstituticns. SEDCO s in a particulariy
cifficult ituatiorn. The c¢red:i: squeeze under <the

ZFP has severely affected new tznk advances, particu-
larly to small businesses.
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(5) The access of small entrepreneurs to foreign
currency is difficult, as it involves additional
procedures.

(6) The banks complain that small entrepreneurs
are unable to package and present proposals
as well documented "bankable prcjiects" and
that they also lack book-keeping, management,
marketing and other relevant skills. Besides
small business financing involves significantily
higher risks and costs.

—~
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Lack of cooperation/coord*natiov between the
financizl institutions often leads tc & situaticn
where &z small enirepreneur has managed tc get
approval from one institution (e.g erm -s%an
from a development bank) but not c: ano:her
institution (e.g. working capital c"ed Srom
a commercial bank); in such a sit'atlon his
project cannot take off and there are further
delays.

RECOMMENDATIONS RELATING TO POLICY AND GOVERNMENT
SUPPORT

While in a general way, Government policy statements
have recognised the importance of the £SSI sector
and its potential contribution to the eccnomy, the
stage has now come when concrete steps must be tzken
to stimulate the growth of this sector and remove
the historical impediments it has been facing. The
following recommendations are made in this regard.

(1) 4 clear national policy document dediczted
to the indigenous SSI sector may be finalised
by Government; a document >s said to be presertly
under the consideration of Government.

(2) To achieve the national policy, an elaborate
operational strategy may be prepared by the
Ministry of Industry and Commerce.

(3) The Ministry of Industry and Commerce which
has had a regulatory role so far should now
have a promotional and facilitational role
in regard to the SSI sector.

(L&) The capacity of the Ministry of Industry and
Commerce to monitor and promote tne growtih
of SSI_ needs to be greatly strenginened. As
stated in section I above, a small groug of
officials may be constituted in the Minis:

by redeploying existing staff; this may ;or
converience be designated as the Small 35Scale
Tndustries Facilitation Unit (SSIFU). This
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unit should have the nodal role of dealing with issues
relating to SSIs. The staff of the unit should be
thoroughly trained. The role of the wunit and its
linkages with other Ministries and institutions,
and 3lso with regional offices of the Ministry, should
be elaberated. The rcle of the unit would be facilita-
tional not 1interventionist. SSIFU should facilitate
the formulation of the national pzlicy, and operational
strategy and the achievemen:. of the various recommenda-
tions made in this report in consultation/ccoperation
with the  concerned MinistriesAguthorities/institutions.

£ close working relationshi should be cultivated
tetween the Ministry (SSIFU) =zndéd the SSI private
sector, tcoth working cogether as "jpartners 1n progress”.

“owards this end, a Small Scale Industries Advisory
Zoard (SSIAB) be set up, consisting of selected repre-
sentatives of Ministry of Industry and Commerce and
2SI representatives, and also other Ministries, Insti-
tutions and key players in the SSI field. The Board
should be a compact body; it woulc have an advisory
role anc¢ enable exchange of ideas and suggestions
relating to 3SI development. Ar annual naticnal SSI
workshopr should alsc be organised with 2 widz parti-
cipation to serve as a national fcrum for consulting
¢ broad cross section of opinior relating to SSI
development and generating a suitable environment.
Zndustriz: information and counselling services need
t2 be greatly strengthened and given depth. In this
regard, an Industrial Counselling and Opportunities
Service (ICOS) be established in a suitable field
‘nstitution to provide a projects bank, and a project
vevelopment facility including information and counse-
iling service relating to 1industrial opportunities
and 1investment ideas, appropriate technologies and
srocess Kknow-how, potential sources of eguipment,
raw materials and other inputs, import and export
data, and so on. The ICOS should elso provide informa-
tion ancé counselling relating to approvals and clea-
rances, credit, extension and training services,
en¢ so ¢n. A booklet containing information relating
¢ these aspects may be prepared and distributed.

Tne access of SSIs to credit needs to be greatly
improved. (This recommendation is elaborated in the
next section).

ss c¢f deregulation and simplification of
ve regulaticns or compliex preocedures needs
ertaken, for example irn relation te zZoning,
in and construction regulations, Factories
orks Act, company registration, anc tax regime.

Zncentives, specially targeted for the SSI sector,
should bpe formulated, including physical infrastruc-
tural facilities (industrial sites and shells).
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(10) Assistance may be provided to SSIs for improving
their marketing ~capabilities and exposure.
Measures be considered for improving the access
of SSIs to the Government purchase systen.

(11) The disadvantages of women entrepreneurs need
to be snecially addressed in all of the above
measures, including the access of women to .
credit and extension services.

(12) SSZFU should monitor the growth and changes
taking place in the SSI sector; for this purpose
it should collate and analyse available data
an bring out an annual SSI Development Report.

V. RECOMMENDATIONS - RELATING TO IMPROVING FINANCING OF
SS1s

Serious attention needs to be given to addressing
the crec:t related problems of Small Scale Industries.
Some mezsures which need to be considered are:-

(a) Ennance the resources accessible to financial
institutions for financing SSIs. In this regard,
es-ablish a Refinance Facility in a selected
Apex Institution (the Reserve Bank of Zimbabwe
appears the most suitable institution for this
purpose), which can be accessed by front-line
financial institutions to refinance the credit
given by them to SSI entrepreneurs. This would
ac: as substantial incentive to the financial
institutions to increase lending to this sector;
it would also provide a cushioning to this
sector in regard to lending rates. The Refinance
Facility could have in-built incentives for
special categories of borrowers e.g. women
and export oriented units. It could also have
"windows" for specific purposes e.g. equity
anc¢ foreign currency. Some sources of funds
which can be considered for the Refinance Faci-
lity are blocked and surplus funds, multi-lateral
lines of credit, donor contributions, increase
in cash reserve ratio of banks, and some contri-
busion from Government grant and Reserve Bank
of Zimbabwe's own funds. The average cost of
funds is estimated to be quite low to enable
rezsonable interest spread for the Refinance
Fzeility and the front - line institutions.
pecause of its higher "stature", the Apex Insti-
tu-icn would be in a stronger position to raise
furds from different sources for the refinance
fasility, thus increasing overall availabiiity
of “unds for tne financial sector.

(o) Consider new credit mechanisms more suited
to the constrairts of the SSI entrepreneurs
and streamline and decentralise procedures.
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(e) Persuade the financial ins itutions (mainly
the banks) to expand the spatial coverage of
their small business units and undertake reorien-
tation training of the concerned staff.

(d) Expand the credit guarantee scheme coverage,
especially for women entrepreneurs and other
priority categories.

(e) Improve extension and support services (e.g.
ICOS) tz enable SSI entrepreneurs to package
bankable proposals.

PROJECT FORMULATION FRAMEWORK

Based upon the constraints of the SSI sector identified
as above ant the recommendaticns made for taking
concrete measures to stimulate the growth of the
sector, the areas where technical assistance is needed
by Zimbabwe znd would prove most useful have been
identified. Cr this basis, a Project Formulation
Framework has been drawn up, a copy of which is at
Ainnexure U. s stated in section I, the concept,
structure anc the main contents of this PFF have
been discusseZz with UNIDO (Harare), officials of
Ministry of Irdustry and Commerce and cther key autho-
rities and irstitutions, and have been found tc be
acceptable ir. principle and prima facie useful and
feasible. The broad features of PPF are given Delow:

(M) The PFF is based upon the programme approach
and its various components link up with each
other and form a well integrated structure
of techrical assistance. The PFF has an umbrella
organisation which will in a general way oversee
the impiementation of the various objectives/
outputs by the concerned Institutions (SSIFU
and others). It will do the groundwork and
facilitace the work of other experts/consultants.
This will greatly economise on the expenditure,
and ensure that the inputs of the various experts/
consultants are optimally utilised. The umbrella
organisation would consist of the Senior Adviser
(CTA) deputed by UNIDO/UNDC and his countespart
(NPC) ..

(2) The PFF seeks to strength the capability of
the Ministry of Industry and Commerce to develop
rhe SSI sector. In this regard, as stated above,
it is proposed tc constitute a Small Scale
Tndustriss Faecilitaetion Unit (SSIFU) in the
Mipistry of Industry and Commerce by redeploy-
ment of -he Ministry's stzff. The Senior Adviser
‘mmr) will assist and guide SSIFU in its activi-
-ies ir addition to functioning as part of
-he umorella organisation. The role of the
SSIFU will be elaborated, as also its linkages
with other organisations. The staff of SSIFU
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and other selected officials will be trained
during the project.

The project will seek to develop a culture
of close team-work and cooperation Dbetween
MIC (SSIFU) and the SSI private sector, 25
also other Ministries, 1institutions and key
players in the SSI field. £ Small Scale Indus-
tries Advisory FEoard (SSIAE) to enable consultz-
tion. between MIC and the other parties is pro-
posed for this purpose.

With the help of the CTA, an elaborate oper:z-
tional strategy will be developed by the MZC
(SSIFU) as also a nationzl policy document
specific to the SSI sector, if one is not alreacy
in place Dbefore the start of this projec:.
Apart from the outputs specifically mentioned
under the project, other promotional measures
will be included in the operational stratezy
and action will be taken by SSIFU and CTA for
their implementatiorn e.g. incentives, improve-
ment in tax regime, reform of restrictive reguiz-
tions inhibiting ssr growth, availability <=of
industrizl sites and shells, identificaticn
of "thrust sub-sectors™ and sc on.

The project will organise an Industrial Counsel_-~
ing and Opportunities Service (1C0S), probat_y
in one of the existing field institutions idern-
tified for this purpose.

The project wiil try to enhance the access
of SSI producers to the Government purchase
system.

On the credit side, the project will attemct
tc establish a Refinance Facility for improvirng
the availability of funds for SSI financinz.
J¢ will also try to improve credit mechaniscs
and procedures in regard to SSI entrepreneurs.

The project will help SSIFU to collate data
relating to growth/changes in the S3I secter’
and bring out an annual SSI Development Repcrt
in this regard.

Further details of the above features of the
PFF are given ir the PFF document at Annexure -.




Annexure - 1

Rev.l 25 February, 1992

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Project of Zimbabwe

JOB DESCRIPTION
DP/ZIM/90/005/11~52/772:0%

Post title Expert on Entrepreneurship Development and SSI
Financing Options Under Structural Adjustment

Duration One man month

Date required As soon as possible

Duty station Harare and surroundings-e.g. Bulawayo and Mutare
Purpose of Project:

The project aims at enhancing of the Government capacity to
further develop policy and regqgulatory framework for support to
small-scale industry (SSI) sector and for the promot.ion of

indicenous ownership in industry with particular reference to
rural development.

Duties

Under the overall guidance of a project team leader, the expert
is expected to analyze the effects of structural adjustment to
industrial sector and present possible policy options-to foster
indigenous SSI entrepreneurship, and-propose technical assistance
project-concepts at-the level of government policy -as-well as
workable solutions to the problems associated with financing SSI
projects..-with~-respect  to ‘financial'. sector institutional - and
regulatory- framework with-innovative solutions to the problem of
channeling.foreign exchange to viable small-scale enterprises and
systems of assistance and services by Government, private sector

and Donor community. More specifically, the expert is expected
to:

‘Applications  and communications regarding this Job
Description should be sent to:
Project Pecrsonnctl Recruitment Branch, Department of Industrial
Operations, UNIDO, Vienna Interrational Centre, P.O.Box 300, A-
1400, Vienna, Austria.
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-1) Identify obstacles in the development of indigenous
entreprenaurship -and identify possible policy options to
foster-indig=nous entrepreneurship:

2) Identify strategic areas and opportunities for support by
agovernment—in the development of SSI entrepreneurship;

3) Identify existing constraints for funding SSI investments -
both local and foreign exchange components;

4) Review existing public and private sector financing
mechanisms —-for SSI investment:;, their effectiveness and
‘specific scope for improvement;

5) Identify -areas of programmes and projects for technical
cooperation .....activities --to- - foster indigenous
entrepreneurship.- and -enhancing ‘financing mechanisms tor

.. line with government

Zooil Zoo7 industrial investo:rcd
priorities;

6) Prepare Project Preparation Framework (PPF) for identified

potential programmes and projects for technical assistance
activities:

7) Prepare a .brief terminal report reflecting all the
activities carried out, findings, problems encountered and
recommendations which the government might follow up.

Qualifications

In&ustria; engineer with a wide experience in promoting SSI in
thé countries similar to Zimbabwe particularly related to finance
and banking. Familiarity with UNDP Project Formulation Framework

(PFF) and:UNDP and UNIDO policies on project document formulation
is required.

Language English.
Background information

Within its econonic and structural adjustment prcgramme, the
government of Zimbabwe has embarked upon a prodg~amme Of economic
reform to stimulate investment. Its overail socio-economic
objective is to improve living conditions, especially for the
poorest groups, mainly through increasing rveal incomes and
lowering lunemployment, by generating sustained higher economic
growth. ' Within this context, fostering of indigenous
entrepreneurship is seen as a crucial leverage in the
mobilization of domestic human and natural resources and to
achieving the objective of more equitable distribution of income.

The review and programming mission is expected to contribute to
the facilitation and integrated development of small-scale
industries. The required and specific areas of focus are:
developmentcﬂ'entrepreneurship,financimgoptions,institutional
and business extension services, and human resources development
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emphasizing training aspects. - The area of agro-based and food
processing industries is taken as sub-sector requiring special
emphasis since Zimbabwe has a relatively large and growing
agricultural economy and since it is one of the priority of the
authorities.
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Annexure - 2

List of Persons Met

Mr D Dragic, Resident Representative, Ui'DP, Harare
(meeting with the whole mission)

Ms . Gery - Pcchon, UNIDC Country Director, Harare

Mr BFengtsson, Assistant Resident Rezresentative,
1.Dr, Harare

M-~ - Hauge, <.P.C.. uilzpd, Harare

M~ M Nziramasanga, Permanent Secretar’. Ministry
¢ Zndustry and Commerce

M~ O M Tshabangu, Deputy Secretary, vinistry of

Incdustry and cllmerce

M~ = Ndlovu, Under Secretary, Ministry <f Industry
and Commerce

Ms o Mugwara, Indigenous Business Develccment Centre
M» Shericdan, Dy. G.M., SEDCOC
M~ Sono, Genral Manager, Z2imbabwe Deve_cpment Bank

M» J Maposa, Manager, Small FBusiness Services
Civision, Zimbank

M~ Mwaturura, Managing Director, Venzure Capital
Company of Zimbabwe

M~ Muchati, Manager, Credit Guarantee Corzany

Mr Chigudu, National Planning Agency, Ministry
¢¢ Finance

Ms Guti, Director, Implementaticn an: Monitoring
Uriz, Ministry of Finance

o» D Ndlela, Zimconsult (Team Leader)
M-~ Peter Robinson, Z2imconsult

M~  Nyaguze, Iimplementation and Moni:ering Unit,
Ministry of Flnance

M~ R Myadzeve, sspomic Division, eserve Eank
¢ Zimbabwe

Mr ¥ L Manungc. oonomic Division, Feserve Bank
c¢ Zimbabwe
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Mr Chatiza, Social Development Fund, Ministry of
Labour

Mr Makuviza, Social Development Fund, Ministry
of Labour

Mr N Ncube, Directsr, Zimbabwe Investment Centre
Mr Donald Mead, University of Zimbabwe

#r Peter Kunjeku, CorZederation of Zimbabwe Industries

Mr L Mckay, Deputy Resident Representative, Worlc
Bank

Mr Greenberg, USAID

M~ M Dos Remedios, Standard Chartered Merchan:
Eenk of Zimbabwe

Mr Ndaba, Standard Chartered Mechant Bank of Zimbabwe
Mr Charles Gore, ENDL

Ms Gloria Mkombachotc, EMPRETEC
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Annexure - 3

List of Documents Consulted

Support to Small Scale Industries and the enhancement
of Indigenous Ownership in Zimbabwe - Zimconsult
(Draft}

Prcject Document DP/ZIM/90/705/A/01/27 "Support
¢ Small Sczle Industries and erhancement of Indige-
nous Ownership"

3esearch or. Small Scale Enterpris2 in Zimbabwe:
in Annctatec Bibliograpiny of Se’esct Services; Deborzh
Szidy and Rotin Sandenburgh

Zconomic Pclicy Statement, Government of Zimbabwe,
Cctober 193C.

Zudget Statement, 19G1
Zimbabwe : : Framework for Econzzmic Reform (1991-GZ)

The Promoticr of Investment: Pc_icy and Kegulations;
Septembter 1C87,

¢ Five VYear NKational Deve_spment Plan, (19¢°-

-~

_ndigenous =cusiness Developmen: Centre, Zimbabwe-
Zonstituticorn.

T“he Manufac:turing Sector in Zimbabwe, Regionzl
eand Country Studies Branch, ULIDO; November 198%.

The Small Scale and Informa. Enterprise Secter
in Zimbabwe: A Policy Framework for the 1891-70¢5
Five Year DJevelopment Plan, Ezrbara Skapa, Aprii
1091,

Micro and Small Scale Entercrises in Zimbabwe:
Fesults of & Country - Wide Survey, GEMINI Technicel
Eeport 25

Project Finance and Technica: Support available
to Zimbabwe, Peter Kinjeku

Eow Wwe can help your business stzrt and grow, Venture
Capital Company of Zimbabwe

EMSCO Repor: on Venture Capital Company of Zimbabwe

Smzl! Scaie Enterprise Projec:: Aide Memcire by
worldé Bank Supervision Mission, cJune 199C.

Tnink Big, Z-mbank Small Business Services Divisior.




Small Enterprises Development Corporation, Strategic
Plan, 1999.

Small Enterprises Development Corporation, Annual
Reports 1990 and 1961

Small Enterprises Development Corporation, <Client
Training Services

The Informal Sector in Zimbabwe - the Hole of Women,
vWorlc Bank, QOctober 7990.




Annexure U

UNITED NATIONS DEVELOPMENT PROGRAMME

Project of the Government of
Zimbabwe

PROJECT FORMULATION FRAMEWORK

T:z.e: Support to Smail Scale Industries Sector z=nd
Promotion of Indigzenous Enter:creneurship

Nuzoer: DP/ZIM/9i1/003/A/27 Estimatec duration: 3 yezrs
0 months

Es:zimater UNDP
cerzribution: 1,407,000 Proposed source(s) of furzs:
IPF
(US dollars)

Estimated Government

ccst-shering: = ==—---csssoso---

(if any) (US dollars or other freely
convertible currency)

Es:imated In kind

Government (Local currency)

input:
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Development problem to be addressed by the proposed project

Development problem at the sectoral (macro) level

The manufacturing sectcr in Zimbabwe, ccmpared to other
countries 1in Sub-Saharzen frica, is well developed and
diversified, producing b>oth consumer anc producer goods.
Industry contributed 255 to GDP in 198¢ and accounts for
18% of the total formzl sector employment. Zimbabwe has
one of the highest ratios of Manufacturing Vzlue Added
(MVA) as a proportion c£ GDP in Africa. The manufacturing
sector contributes approximately 554 of export earnings,
(though it is also the largest user of foreign exchange
for imports). However, there are also certain features
of the industrial sec:ior which have mzior implications
for the Small Scale Irdustries (SSI) anZ therefore need
to be taken note of; these are the following:-

(a) Most manufacturing sub-sectors are hizhly concentrated
with one or a few companies, ofter foreign owned,
being dominant <csuppliers. These monopolistic or
oligopolistic situations do not ezasily allow entry
of small scale c2ompetitors. There are more than
3000 registered menufacturing companies, and eximates
of concentration suggest that the larzest 20 companies
(including conglcmerates) account for more than
50% of the output ‘in value terms).

(b) Many large companies engage in a variety of activities
subsidiary to their core business, Lo secure supply
of goods and services that are not readily availatle.
Thus 1linkages be:ween 1large and small industries
are not well develcped.

(e) Industry has a high geographice. concentration.
The main industrizl areas are Harzre and Bulawayo,
which together account for nearly 80% of manufacturing
output and employment. Correspondingiy, other areas
(particularly rurzl areas) have bpeen deprived of
the opportunity for growth which arise from the
location of a majcr "nucleus" industry. Also, skilled
and educated man-power has tended to gravitate to
the main industrizl areas for finding jobs and busi-
ness opportunities instead of undertaking productive
work in other areas.

In addition to the above factors, historically, the policy,
regulatory and institutional environment Ras in many ways
been hostile to the smaill scale entrepreneurs, placing
several restrictions orn their activiiies. making it very
Zifficult Tfor them tc comply with wvarious regulztions,
anc preventing easy access to approvals anc inputs.

Due tc the above factors. the SSI sector is not well develo-
ped; it is limited mairly to very traditional areas, and




has 1little presence in new technclogies or products.
Most of the SSI activities are in the informal sector
comprising household or micro-level income generating
activities. Yet there is a class of emerging indigenous
businessmen and women who aspire to expand =aeir busi-
nesses and increase their incomes.

Governmernt of Zimbabwe has realised that :the formal
sector alone cannot help the country addrezs some of
its critical socio-economic concerns. It has Ircreasingly
recognised the importance of developing the 3SI sector
in view of 1its potentially significant c¢cniributions
tc the economy, some of which &are mentiorsd below:-

(a) The SSI sector is more labour intensivs and _ess
capital intensive; it depends upon relatively
simple and 1inexpensive technologies &rd crezties
more employment.Available figures incdicate that
in the SSI sector, the capital-labour ratic is
less than one-tenth of that in the largs indus:ry.
Keeping in mind the huge numbers c¢f b seekers
entering the market every year, the ferzzl sector
cannot create sufficient employment ancz therefore
the growth of the SSI sector is essential’.

(t) The development of SSI secter will help in the
dispersal of the ownership patterr of indus:ry,
and thereby 1in satisfying the aspirations of
the hitherto disadvantaged =sections c¢I sociely.
It will raise incomes and living standarcs.

(e) The SSI growth will help in the gsographical
dispersal of economic activity and will wutilise
local resources and skills.

(d) The entry of more small scale entrepreneurs into
the formal sector will augment Governmer.: revenues,
add to exports, and reduce import demand.

Government's (somewhat ©belated) recegnition of the
importance of developing the SSI sector hes been refl.ec-
ted in some recent documents and statements. However,
by and 1large, these policy statements are vet to be
converted into concrete action plans.

Meanwhile, the Economic Reforms Programme (ERF, 1991-95)
has been undertaken by Government which includes gracual
deregulation of domestic controls, trade literalisation
and acjustment of macrc-ecornomic policies. WhiZe Govarn-
ment expects that over time tne ERP will nelp :the growth
of the SSI sector., in the shert run, there can ~e substian-
tial adverse effects such as :-

(a) inflation will raise the cost of inputs and contract
demand;




(b) liberalised imputs as well as deregulation of
large business could intens:ify competition; and

(e) the interest rates for credi: have risen steeply.
As 2 result, the viability of many small scale
projects is severely hit.

Unfortunately, Zimbabwe 1is also experiencing one of
the worst droughts in recent histzry. This is already
contributing to inflation, contraciion of demand, and
shortages of raw materials. These adverse effects of
drought can be expected to last over a consideratie
perioZ of time.

The problems that, tkerefore, cor’ront Government are
how ¢ aquickly spur the develcpmer: of the SSI sectcr,
and formulate a suitazle national policy and strategy
for the sector. The adcitional prot_em is how tc cushicn
the SSI sector against the adverse effects of the ERP
and tne drought. :

The =zbove problems are accentuatez by the fact that
the Government, in particular the Xinistry of Industry
and Comemrce, does nct have adezuate experience and
professional skills tc deal with :he SSI sec:tor. The
Minisiry of Industry and (Commerce, which has hac predo-
minantly regulatory functions so far hnas :c effect
2 mejocr change of role and piayv a zromotional and faci-
litaztional role now, carticularly “or the SSI sector.
The problem also is how to enable tre Ministry to under-
take this role change, and to dc so cuickly.

Problem addressed by the project
Inadequate support services

Apart from a few scattered initiztives, Government's
recent policy statements have not vzt led to a concrete
agenca for action relating to SSI cevelopment. In fact,
as yvet, there 1s no separate po_icy paper dedicated
to the 8SSI sector although one <Is reportedly under
consideration at present. In prectical terms, very
few measures have beer taken to stimulate the growth
of SSIs. The scattered initiatives are not part of
a heclistic operationa: strategy cor masterplan. Many
of the initiatives lack depth. Certzin important services
are still not accessible to smzll entrepreneurs because
of one or more of the fcllowing reascns:

.2) ~hese services zare ¢t ye: established (e.g.
infecrmation anc counsellirns service relating
industrial cpportunities) or =xist only nominally
(e.g. small business units of some banks)
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(b) there are immense procedural complexities (e.g.
in regard to imports, allocztion of foreign exchange,
zoning, licensing, registration)

(c) there is severe shortage of allocated or available
resources (e.g. credit funds, foreign currency
loans)

(d) attitudinzl . changes have rot taken place in the
concerned institutions (e.g. banks, certain Minis-
teries).

{e) the spatial distribution or czoverage of the service
is weak (e.g. ZDB, extensicr services)

Urgency of taking practical measures

In order to bring about the muzh needec growth of the
SSI sector and especially to =zmeliorate the possible
negative impact of the Economiz Reforms Programme and
the effect of the current serious drought it is necessary
to urgently take measures to =strengthen the existing
support services and institutizns so tha“%t they are
able to make a meaningful imczect on the SSI sczene.
kiso, missing services need to te identified and estab-
lished. A concrete operational strategy needs t: be
developed at the 1level of the Ministry for Industry
and Commerce (MIC) which is trhe institution withr the
central responsibility for the growth of the SSI seztor;
the Ministry's capability als:z needs strengthering.
An environment needs to be established whiech wilZ be
stimulating for small indigerous entrepreneurs and
also sufficiently supportive c¢f initiatives taker by
various institutions or individuals for assisting these
entrepreneurs.

While recommending measures for addressing the above
problems, attention will be given to the concern that
these should not 1lead to the establishment of large
new bureaucracies with consequential large increases
in Government expenditure. Also, to the extent feasible,
the services should be established outside bureaucratic
structures, and in instituticns whose progress can
be assessed or measured. 3ters taken by Government
should be facilitational and supportive, not interven-
tionist.

Inadequate interaction with SSI private sector
There is at present very litile interaction be:ween

the Government machinery (of which +the Ministry of
Industry and Commerce is the key Ministry in this case),
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the private sector SZI entrepreneurs or their represen-
tative bodies, and :-he various support institutions.
There is therefore inadequate understanding of the
special problems anc needs of the small entreprenceurs
irn Government and marv institutions. On the other hand,
there 1is inadequate appreciation of the constraints
or limitations of :ne Government machinery anc the -
irstitutions amongst -ZZI representztives. An institutiona-
lised arrangement ne=ds to be considered which will
ernable an on-going process of consultatiorn bstween
Ministry of Industr: and Commerce, SSI entrepreneurs,

otner Ministries (e.3. Finance, NPA, Labour, wocal
Gcvernment) and suczort institutions, and other key
players (donors, NGCz, in the 33I field. Betweer. the

Gcvernment and the :crivate sector SSI entrepreneurs,
a close, mutually =zuppor:tive relationship needs to
be developed instea:c of & relztionship of petitioner
ard dispenser; a «c._ture of “partners in progress"
srtould be cultivatec bdetween Ministry of Incustry and
Ccmomerce and the privete sector.

Need for strengthening the capabilities of MIC

The Ministry of Induztry and Ccmmerce has sc far nad
a predominately regu’latory and interventionist rcle.
Ir so far as SSIs ar:s concerned, the Ministrv's cromo-
tional role has beer minimal. In the new, emerging
ervironment, it 1is rzcessary to enhance the Minis:try's
understanding of the s=peciai features of the SSI sector
and strengthen its capability to identify and take
measures to stimulate its growth. It is therefore propo-
sed that through rezZeployment of existing staff the
Ministry of 1Industrr and Commerc may constitute a
sr.zll group of officials for handling issues relating
tc SSIs. This grour would be the nodal unit releting
tc SSIs in the Mini=Iiry, and having as its goal the
creation fo an envirc-ment in Zimbabwe which will stimu-
lete the growth of 33Is. Among other activities, this
group will initiate s:t2ps to remcve the existing regula-
tery, fiscal and other obstacles in SSI growth, formulate
incentives targetted for SSI enterpreneurs, increase
avzilability of indus:rial sites and shells for SSIs,
improve the extent end depth of advisory, counse.ling
and project developr:=nt services, improve the access
of SSIs tc credit, :=nd facilitzte access tc SSIs to
Government purchases. The group will develop a cogent
netional sirategy tc facilitate <the above stimularnts
fer SSI growth. It would also identify "thrust sub-
sezctors”" ir the SST s:s:otor irn which Zimbabwe has comtara-
tive advantages anc wnich c¢an 2e specially targetted
fcr growth. The grcu: will alsc collect information/-
deza relating tc the 3SI sector and monitor its growth/
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changes. It would also coordinate with various donors
active in the SSI field to facilitate their activities
and utilise the results of their studies and reports.

For convenience, the above grcup may be called the
Small Scale Industries Facilitz:zion Unit (SSIFU}. It
would be part of the Ministry of Industry and Commerce,
and it may consist of about 3 s:aff members. It could
be constitutec by redeploving cfiicials of the Minisiry
of Industry and Commerce, which zoulc be feasible now
that the work.oad in certzin civisions of the Ministry
is expected tc reduce significanti’: foliowing Government's
de-reguiatory measures. ~ne SSITC member staff would
be provided <:training under the »orecject, including in
selectesd overseas institutiens. T-= Unit woulC be assis-
ted an¢ advised by a Senior kzvisor (CTA) under the
project.

It is visualised that SSIF” wcul:z require the folliowing
staff:

(i) An  Industrial/Develccment Zconomist with edout
1¢  years' experience &t :olicy/planning levels
relating to incdustriz’ deve_:zoment.

(ii) Two Industrizl/Develcpment Zconomists with about
five years' experience rzlating to industrial
development.

SSIFU member s:zaff would undertarzs "ncn-interventiornist"
facilitational measures Zor s:imulating SSI  growth
such as those mentioned 3in =thisz document. They will
identity sub-sectors with comparztive advantages. They
will identify and collect informa:i-on/data for monitcring
the growth of the SSI sectcr.

Office premises for the 3 staff r~embers of SSIFU would
be required; however, it is expect=d that these officials
being existing staff of the Minpistry would already
be having offize space in the Miristry; cnly some relo-
cation might ©oe requirec. The unit would require a
perscna. compul2r under the prcjec:.

SSIFU would report to a senior cfficer of the Ministry
of Industry ané Commerce, probably to a Deputy Secretary.
Since SSIFU would be ccnstituted by redeployment of
existing staff of the Miristry, -is member staff would
continue to be paid by the Ministry

Lack of Information and Counselling services

A critical c¢:ifficulty being facsd oy small limbabwean
entrepreneurs :s lack of easily accessible information
required for developing <or firming up project ideas.
This information relates to demand and supply cdata,




import and export data, availability of raw materials,
sources and prices of equipment, technology and raw
materials, process know how, and so on. In the absence
of such information, entrepreneurs are simply no:
able to arrive at informed investment decisions,
nor are they able to supply information needed tc
convince financial institutions abcut the basis for.
their prcject's viability. It 1is therefore, proposec
to set up an Industrial Counselling and Oppertunitie:
Service {IC0S). It would provide crcject developmen:
facility to SSI entrepreneurs, say :z about 36 entre-
preneurs during the project pericc. It would alsc
develop & project bank containing about 5C projec:
profiles during the project period. Luring this perioc.
it would also arrange for conducting 3-5 industrie_
potential surveys. Local <consu’tants/centractors
will be utilised for the above wcrk. The need for
such a service has been reiterateZ and enmphasisec
by almost all institutions and SSI representatives;
they drew attention to the large prcoortion of appli-
cants who were refused loans by fimzneiasl institutions
due to inadeguate prcject details. The location cf
the TICOS service has to be careful’l: selected. Probz-
bly it should be housed in cne of trs existing suppor:
institutions connected with apcreising, advising
and assisting new entrepreneurs; ICC> would complemen-
and deeper its existing services. Mznr of the existing
institutions expressed the desire tc nouse this service.
Alternatively, the service could be set ur as a join:
project of a number of instituticns; Zimbabwe has
a history of setting up such jcint projects e.g.
VCCZ and CGC. The identification of the hest institu-
tion wouid be made by the Ministry of Industry anc
Commerce (SSIFU) during the course of the project.

It is wvisualised that the IC0OS service would neec
about 3 local officials as follows:-

One Economist with U-5 years' experience.
One Financial Analyst with 2-3 vears' experience.

One Diploma in Engineering with 2-3 years'
experience.

The team will be advised/guided by an internationel
expert for about 12-18 months. The :eam will receive
training and accuire further skills Zuring the projec:

period including the use of COMFAE. - nationzl exper:
will be engagec f{cr preparing the :i-formation bookle:
mentionec abcve. Naticnal cons._tants/centracters

would be sengagec fcr verying short rc2ricds lor under-
taking precara:zicn of precject profilss and industriac
opportunity studies. Short term consultants will
be utilised fcor specific projects or sub-sectors.
The jocal staff would be paid by the nost institution.
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Office space would be required for the 3 staff members
of the IC0OS team, and one personal computer would
have to be provided under the project. inother problem
faced by SSIs 1is ir getting information and guidance
relating to variou:z approvals and Incentives, and
the procedures for *"talnlng these e.z. import proce-
dures, company regu_ztions, tax form;-lties, foreign
currency allocation, factery and labcur legislation,
credit and venture capital, industrial sites and
factory snells, municzipal regu;ations. training ’ahi
ilities anc so on. L few private firms (rm2rchant banke
consultants) are avzilable, but their services are
much toc expensive for a new sma_. entreprencur.
Zt is tnerefore prcczosed to prepare =z small bookliet

ontairing informatizn related o the above matters
anc magke it availaz_e for salesZistrizution to entr
preneurs, and alsc o institutions, 5GOs etc. from
where it would have =z muliiplier effe2t. The booklet
would be updated fror time to time.

SN

In regard to the 7
oe taken regarding ‘=
enc¢ arrangement fcr
Crogress.

2S service. deciszion would &-sc
2s tc be crznged or the servic
assessing 1ts usefulness and

Marketing problems - access to Government purchase
system

Tne small scale en:irepreneurs find :I: difficult to
enter established <¢r formzl rerketirngs channz2ls in
view c¢f competiticr Irom tigger Indus:iries and proce-
dural complexities. Sovernment is a =major purchaser
in the country. It nseds tc be examineZ how the access
of SSI entrepreneurs 1intc the Government purchase
system can b2 improved through changes in Government
procedures, and gquz.ity upgracztion, <:training, e:tc.
for S£SI producers. Tne pessibiiity of according rcpre-
ferential treatment o SSI procucers in Government
purchases could =&zils: be exarined. 7Tnese m2asures
could open a whoii new market for SSI producers
anc¢ zlsc demonstrate in 3 concrete wzy Governmer:'s
support for this sec:or. It cculd als> save foreign
exchange being spert on many of the ZItems currently
being Imported by Governmen:.

Cther problems

re various c::er otstacles facei by S3SI entre-

jeterrer: zvw regfime and :ne absence of
: iv2s spesially targeted
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(b) Restrictive regulations relating to zoning,
constru~tion Standards, Factories and Labour Act.

During the course of the project, the SSIFU would
be assisted and advised by the Senior Advisor (CTA)
to iden:ify these :33ues, addres: ta2r in the national
policy and cperational strategry anc take up these
issues with the ccneerned authcrities or Ministries
sc that these zan be favourably resolvec.

There iz no c¢Sficizl definition of srczll scele indus-
tries; cifferent institutions have variing perceptions
of small scale industries. Irn this situztion, diffizul-
ties c-ulé =arise in matters such a5 implementation
of incertives designed especially for =3Is, collection
of datz relating tc SSIs, and so orn. Therefore, tne
SSIFU wzuld be assisted to formu.ate = suitable defi-
niton ¢f SSIs.

SSI Development Report

is troposed that SSIFU should mcnitor tne growtn
the Z3I seztor. Tor this purpcse, Z: should collate
relevan- infcrmaticn/data, and bdring out an annual
Development Feport relating to the =35I sector. The
Zeport would de a useful document for z.l1 institutlons,
donors znd otners active in the SSI fie_d.

s

- -
-
o
~
~ L

Credit related problems

Most s:tudies and analyses have concluded that one
<f the most serious problems facel by indigenous
entrepreneurs is poor access to credit. The traditional
banking structure is, in its attitudes and financing
mechanisms, completely alien to potential new entre-
sreneurs, anc¢ has historically exterded very little
credit o this category of borrowers. However, in
~ecent vears, certain welcome initiziives have been
caken ir the field of SSI credit; these are:

.

ca) Smzll Enterprises Development Corporation

AN |

~e

STpZ0; has been set up for extending project
lzzrs tc small scale projects. .However, SEDCOS'
pcrifolio indicates that it is lending mainly
tz the upper end of the small scale sector;.
furtner. only a small portion of its funding
is going to the manufacturing sec:or).

(&2

; Zimczowe Development Zank has set up a soft-
‘-z window. 2imbzbwe Development Fund (ZDF),




(c)

(d)

targeted mainly for providing 1loan and equity
finance to small scale enterprises. (However,
ZDF's 1lending to the SSI sector s minimzl;
besides ZDE has no branches/offices ir smalier
places thus making it dificult for smzll entre-
preneurs to access it).

A the instance of Government, commerz:izl banks

Zimbank, tandard Chartered anc ©>arclers
have se: up small business units. 'However,
with the possidble excepticn of Ziz:ce k, tne
irpact c¢f these wpnits 1is nominal rz:ihe trern

substantizl

Certain venture capital companies -~zve been
establisned inc_uding the Venture Cari:z_. Compzary
¢cf 2Zimbzbwe (7ZCZ) which 1is a jeoin: venture
of the commerzizl Dbarks, Reserve :znk, IFCZ,
Ccmmonwezlth Development Corporatiorn z=ns othe-,.
Tne imps2t of these venture capite. o2omparies
is as ye: not c=ignificant. £lso, witt e exece:-
tion of TCZLZ znd Manna Corporation, <:trnese dezl
with mairly largze projects.

“he existing constrzints Ir SSI fipancing may be summarissgd

zs follows:-

(a)

(b)

(c)

(d)

(e)

Tnere 1is an cverzll shortage of rescurces wizn
the financial irstitutions. SEDCO is ir =z particu-
lerly difficul: situation. The creci: squeeze
urder he ERP nas severely affectec new bank
acvances, anc¢ the effect 1s especielly herd
or. small cusinesses.

Tne access of small entrepreneurs :t: foreigzn
currency is difficult, as it involves z:iditiorzl
procedurss.

Ocher ther the banks and SEDCO, the sp=2cialised
financial ins:titutions are locatec only =

Herare. Spatielly, therefore, the reach ¢

the financial Institutions to the SSI =antrepre-
neurs is _nadecuate.

SEI entrepreneurs complain of delays ir approvel
of 1loans ({(e.g. in approval of 1loans 2y smell
business units and by Credit Guarantee Zompany,.

Despite :tne seiting up of small businzss urnits
b some commer2izal banks, bank leniinc as a2
wrclie tc tne S3I sector 1is minimal. Tz attitu-
dirzl crznges reguired for dealing with srell
er..reprerzurs zre not much iIn evidenc:z. Exce:t




for Zimbank, there are no plans tc have represen-
tatives of the =z=all business units :r the b-anches
or 2t least in ise main branches.

Coliateral 1is z::11 very much & 2entral zoncarn
of :the banks, znd usually sma" entregreneyr
are unabie < provide ccllateral security.
Alsc, smell <=-:repreneurs have <Zifficllly :n
ra;s;ng the rir_zmum promoter's esuity regulred
by <financing _nstitutions. Titlsz deec: are
sti’l no:t availzzle :in mos:t pleczes, InzIufing

at srowth centirec:.

¢ banks ccrilein  that smal: entrecrernsurs

are unable t: ysackage ant pressnt orIiosa.s
as well docurzrntied T"bankable c-rgject:z" z2ng
thes :hn" als-. iack Dbook-keepirz. mzrezZemer:,
marzeting an¢ :>thr relevant sxills; aesgiges
smz_. business Jinancing invclves sigrificanily
higner risks ar. 2cstis.

£ Lazx ©f coorsr:=tion/coordinatior. Dbetwesr Lrne
firzneizl insti-.tions cofter leads T2 & =sltusllCr
where =z smal. =z irepreneur has wsznages i EgZet
aprrovel from :re institution (e.z. <lsrm LzzEn
frem & cevelcimznt bank) but ne: frem anciner
instituticrn (e.g. worsing capite. crecit Ircoz
a2 commercial =:znk); in such & =itusilizn ©nis
prciect cannot -zke c¢ff ang thersz are Iuriner
de’lays.

Measures for improving access to credit

“ery serious attentizr needs to be giver to adiressing

n ated problems. ZZome mezsures

144
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[}

above eredit =

nees to be consi:2red are:-

Persuade the <Iinancia instituzions imainly
the bpanks) tc¢ :=xpané¢ the spatiz.l coverage of
their smz.l bus_ress units and undertake recrien-
tation training :7 the concerned s:zff.

Corsider new :redit mechanisms more suized
te  ihe ~ons“ra;“ts c? the SSI entrecreneurs
antZ ¢ sir _.re anZ decentraliss prccegures;
consider expa:s;: :f the crezit gZuarentee
screme, espez_:z’ly for prioricy cztegories
of Gtecrrowvers; LnIrove ope"atzor c2tweer filnan-
0izl Inmstituti:ins iz considering S3I zzpili-
gzzlons . -

- - - - H
Znnznle Lne "::3.2“'5.‘55 aceessicis e
4 - - < = - & [aliadind
InELICUILlnE e f.rancing <l-5.
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2 Refinance racility in & selectsZ Apex Institu-
tion, which can be accessec¢ by front-line finar-
cial inmstitutions to refinance tne credit given
by them tc Z=SI entreprerceurs. This woulc act
as substantizl incentive tz the Inancial ins:ti-
tutions to Increase lencding 2 this sec:icr.
Tne Refirance Facility <2oulc have In-sull:
incentives fcr special ceiegoriez of beorrcuwers
e.g. wemen arni export oriernied .ni e

-

ts. - 2ould

b2

alsc nave "windows"™ for cs.ecifi: purpcses e£.Z-.
equity &zné foreign curren2y. t:=23use cf Itz
higher T"staz:iure," the &zez Ir:ziituticr woull
be 1in & strcoge positicr ¢ r:-se funZs froz
differer: ss:rces for trhe ref:--ane fazilizy,
thus 1r::‘eas;.g overall =zvzilaz_lity c¢f furnzs
fcr the finarz.zl sector.

{(c. improve exterzion and suttert services €.z
IC2S) tc enziie SSI en:trzprens."s tc DpactKass
bankable prepssals.

v2ion needs ¢ b= mace he*e cl :n
2s faced by womer er
=

panks, wcmern T

(oI
v
i ]
ct
R
[
§

]

w

banii environms

Me

ce

%

Tre mern. and the =zppl:

¢cfi2n marriec¢ wemsr are reguirsd

nusca2nds' consent Tz the loan; :za

recuirements partizu_arly disadverntag .
Vicmen alsc heve _cwer agccess I T tner
extension services. There 1is rsed <. redress <Inls
situation threcugh rmezsures such zs gencs sens:::s::;::
at pgelicy anc decizicen making lsvels in govern"e .
beniiing and cther institutions induzzion cf wome:
ir.c de2ision makir p051.1ons. zssoc.ztien ¢f womer
representatives d various suppor: serviges zngd
acvisory boarcs ant so on. This zspec: would recel-rs

.-
< w

specific attertiorn 2ll activities urz2r the poreoiec:

Concerned parties and target beneficiaries

7. Problem Identification

Zzbwe has rec:cgni
¢ SSI sector 2 ¢
“nIiry ané recern _icy stztemarnis
7 some of : rsiraints teinc
c» and the nsz2d t: adcress Tner.

ez the poternczizl
e ‘uture econcmiz

?
v)
U

2/UNIDC proiec:
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of the sector, and to develop technical assistance
projects. The team of experts under this project
have identified the crucial problems faced by SSI
entrepreneurs, the measures required to address them
and the outlines of the proposed project.

2. Target Beneficiaries

The Ministry of Industry and Commerce wXll be zassisted
to strengthen its capabilities. £ Smail Scale Indus-
tries Facilitation Unit (SSIFU) will bpe constitutec
in the Ministry. Training will bpe providec to the
Ministry's officials.

Through the SSIFU, wvarious instituticns, «KG0s anc
donors active in the SSI sector will receive enhanced
support for their initiatives.

Financial institutions will be assistec in improving
their credit mecharnisms for the S3I sector and having
access to a Refirance Facility.

SSI entrepreneurs will receive the benefit ¢f ;new
support services which will be Introcuced, imprevec
access to credit and other services, anZ a more stimu-
lating policy, incentives and regulatery environmernt.

Pre-project and end-of-project status

1. The pre-project situation

The SSI sector is weak and disadvarcaged and hes
poor capabilities and oppertunities fer growth; the
policy and regulatory environment is nc: sufficiently
motivational.

Certain key support services reguired for SSIs are
not available or exist only nominally.

Linkages between Government and the private SSI sector
are weak.

The capability of the Ministry of Industry and Commerce
to stimulate the growth of the sector is weak and
there 1is no identifiable group withir the Ministry
with nodal respensibility for supporting the sector.

The access of SSI entrepreneurs to credit is still
restricted and avazilability of funés tc the financial
institutions for assisting the sectcr 1s Zimitecd.

-

2. End-of-project status

There would be a suitable national policy and a well
elaborated operational strategy for s:imulating the
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growth of the sector. The policy, incentives ardg
regulatory environment would be more motivationzl
for the SSI entrepreneurs.

The Ministry of Industries and Commerce would have
strengthened capability tc spur the growth of tre
sector and provide support to the initiatives <¢°f
various institutions. NGOs and doncrs. & trained groug
of officials of the Ministry wou_d be available fzr
dealing with SSI related issues.

A comprehensive annuel Developmert Feport would t=s
available relating to the SSI sectcr.

An Industrial Counselling and O:zportunities Servics
(ICCS) would be in place to which SSI entrepreneurs
and support institutions would have easy access.
£ booklet containing information relzting to various
approvals and 1inputs reguired <=y Z=SI enterprises
would be available for SSI enterprereurs.

SSI entrepreneurs woulf have easier zorcess to credis
and improved mechanisms for SSI orecit would be i
place. £ Refinance Feacilitv woulZ be set up whico
will give financial irs:titzutions Incrszased incentivs
tc lenéd to SSI entrepreneurs arn: grester access o
funds for this purpose.

The prcject is expected to contribute o higher grow:-
rate of the SSI sector, generating more employmer:
and increased incomes, especially of the poorer sec-
tions of the society; decentralising incustrial activi:y
from the present mein industrial centres; bringirzs
informal sector enterprises into the formal sectcr
and thereby into the realm of taxetion; and facilita:-
ing the process of adjustment 2and deconcentraticr
undertaken by larger industries by SSIs emergirzs
as alternative and cheaper sources of supply of goocs
and services. The project will also contribute towarcs
mobilising and stimulating the potential of wome:n
entrepreneurs.

Special considerations

. Special Considerations

The project will give special atienticn to assisting
women entrepreneurs 2and improving their access o
credit and services.

It will assist the ritherto disacdvantaged, indigenous
group ¢f Zimbabwear ernirepreneurs t¢ improve their
earnings and raise tneir living standarcs.
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The project will pay special attention to the concern
not to expand burezucratic structures or introduce
avoidable interventiorist mechanisms.

Tne project will prom-te a culture of close cooperation
ard partnership between Government and the SSI private
ector.

Tne project 1is basez upor the "programme approach"
¢ UNDP and It various components link up intc =
well integrated strztegy of technicel assistance.
2t also greaztly ez-nomise expenditure on 1inputs
wr.ich would have beer much greater 1f separate, frag-
rented projecis were undertakern for the different
czjectives visuzlised under :the prcject.

-

z. Potential Negative Effects

l.2ne visuelised

Related technical assistance activities

Trere 1is a multiplizi:y of donor and !GO activities
ir. the zrea c¢I SSI develicpment. Unfornately, there
2z an amcunt cf dupliizatior of efforts. To an exter:,
gcnor assistance is z1so gcing o sub-cptimal areas.
Twls project Is the resul: of an exercise carrie?
cu by ULKDP to undertake & systematic study of tne
S:I secter and identify key areas requiring technicel
essistance. Not all <:ne pe:iential areas of technicel
éssistance couid be captured within the financizl
iizmits ¢f this Proiect Formulation Framework, and

is hcped that otzer areas would be taken up bty

ctaer donors. Consisisnt with the programme approact,
tzls project will sesk to coordinate and complement,
IZs activities with other donor assis:ed projects,
tzth UNDP related anc other donor assisted activities.
Scze of the donor assisted projects which are known

> be currentlyin progress and with which the project
wi_l seek to establish cooperation or ccmplementarity
gr2 menticned below:

(' ILO/RAF/782/MGC2 Acticn to assist rural women

{z ILO. RAF/EZ/M05 Imprcve Your Business

() DP/ZIM/89/003 Low-Cost Rural Transport
Devices

02 DP/ZIM/9C (1 Imp_2mentziion <f Economic

Referms Pregramme.

(e’ DP/ZIM/Q3/C1C ZMPRZTE
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(f) USAID's project relating to linkages between
small and large enterprises (sub-contracting)

(g) Proposed EEC s:udy relating to Credit Guarantee

(h) CIDA's projec: in Credit Guarantee Company
relating to woren entrepreneurs

(i) Africa Projec: Development Facility regional
project.

(3) NGOs.

Development objective

The First Five Year lational Development Plar included
in its objectives tre expansior. of the economy based
on national ownerszip. The plan aimed at raising
the standards of living, inter zlia, threough industria-
lisation, wutilising _abour intensive technicues and
development of appr-ciriate technsclogicel capatilities.
Government has als: adopted p:liecy statements for
developing an indizznous indus:irial community with
emphasis on the de~-zlopment n¢ promciion of sme.l
scale industries. Trz Second Five Year Nationzl Deve-
iopment Plan (SFYNL: emphasises the imporctance that
Government attaches to the cdevelopment o¢f ‘"smzll
and medium sized erterprises" as they are likely
to generate significant emp.oyment oplpor:turities
and contribute suts:tantially <to the disperszl of

ownership and gecsraphical L.ocatior of econormic
activities. In the f-reward to :the SFYNDP, the Presi-
dent has stated that "---Government will make the
necessary arrangemer.-:s to facilltate <Ihe preparatlil
of projects and firzrcing arranzezments “or indigencus
entrepreneurs.”

The Framework for =Zconomic Reform (16¢1-19G65) notes
that the growth of :he small scale sector has been
inhibited by the avzilability and cecs:t of finance,
land and basic utili:ies, as well as numerous licensing
and other regulations. It further notes that Government
poclicies have concer:irated on promoticnal measures,
and trade literalisztion and domestic deregulation
will improve the er~-ironment for new invesiment by
small enterprises. Tne documen: conciudes :hat the
overall social impzc: of the structural adjustment
program for small sc:zle and infcrmal sector businesses
will be pcsitive; ncwaver, there are some arezs wnhers

the program could r-:zgatively zffect <:tne pocrest in
this sector. Governmsar: is aware 27 the need tc miririse
this negative effect. Governmen: will zlso make every
effort tc ensure grez:er crecit flows from the Zormal
banking system tc tn: informal and small-scale sectors.
In this regard, Gocvernment will extend the coverage
of the informal s2c:or enterprises by the {redit
Guarantees Company (lZ7) and raise the guarantee share
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of the CGC. Government will also widen the scope

of other schemes to enhance the flow of credit te
the informal sector.

Government will also strengthen its trazining systems
and encourage more training to be carried out in
the private sector. Covernment will also take measurss
to address the gender gap in access to educatior,
training programs and credit.

Ma jor elements

Immediate objective 1

To strengthen the capacity of the Ministry of Industr:
and Commerce to stimulate the growth of the SSI sectcr
and monitor its development; and o elaborate a nationz:
operational strategy <for SSI development includirz

.o

effective incentives, infrastructure and suppor:
services.

Output 1.1

£ small SSI Facilitation Unit ccnastituted ir
the Ministry of Industry znc¢ Commerce capable
cf facilitating the develcpment of SSI sector,
and 1its role defined; alsc arrangements estat-
~ished for achieving clcse cocperation and tear
work between the wunit anéd representatives c¢f
the SSI private sector anc¢ other Ministries ancg
players in the SSI field.

1.1 Activities Responsible party

“.1.1. Formulate the role CTA, NPC
and activities of .
SSIFU keeping in mind
existing institutional
arrangements, the objectives
of Government policy relating
to SSI, and the
objectives and outputs
of this project.

T.1.2 Formulate proposals fcr CTA, NPC
operational linkages between
SSIFU, other Ministries
and institutions
concerned with the 387
sector.
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1.1.3 Prepare proposals for division of NPC, CTA
work and responsibilities between
staff members of SSIFU keeping in
mind their qualifications and
experieiice.

1.1.¢ Review and study the prevailing ) CTA, SSIFU
situation relating to SSI private
sector representative bodies,
their roles and linkages with MIC
and other institutions.

1.1.8 Review and study the key CTA, SSIFU
instituticons and other players
in the SSI field, their roles and
linkages with MIC and amongst
themselves.

“.1.¢ Formulate proposals for the most CTA, SSIFC
appropriate arrangement for
achieving close team-work and
cooperation between MIC (SSIFU),
the SSI private sector (including
women entrepreneurs), and other
players. In particular,
study the feasibility of having
a Small Scale Industries
Ldvisory Board (SSIAB).

I Formulate proposals for the CTA, SSIFC
consultative and advisory role
and activities of the SSIAB and
other arrangements proposed above.

1.1.& Study and review the need for CTA, SSIFU
having an annual national SSI
workshop and prepare appropriate
proposals in this regard.

1.1.¢ Provide guidance/advice in the CTA
implementation of the above
proposals.
OQutput 1.2

Trairing arranged for staff members of MIC and (cr a
selective basis) for cofficials of other Ministries &nd
institutions concerned with the objectives and oulrucis
2f <he proiect.
Activities 1.2 Responsible Party
L2 Iidentify the staff of MIC CTA, NPC

(SSIFU and others)

and (on a selective
pasis) officials of other

Ministries and institutions
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concerned with the
objectives and outputs of
the project.

1.2.2 Study training needs of the CTA, NPC
abovementioned officials.

1.2.3 Formulate a phased training CTA, NPC
rlan keeping in mind above
training needs and the resources
available for training in
the project.

1.2.4 Identify most suitable training CTA, NPC
institutions and methodology UKRIDO
within and outside the country

1.2.5 Make arrangements for the CThL, UNIDO
training as per approved
training plan.

Qutput 1.3

An elaborate operational strategy for SSI sector deveiop-

ment, including a national policy document if one 1is
not already in place

Activities 1.3 Responsible
Party
1.3.1 Identify main constraints to CTh, SSIFU

SSI growth, including those
relating to women entrepreneurs.

1.3.2 Study measures for removing the CTa, SSIFU
above constraints and the
institutions/parties by whom
action is to be taken.

1.3.

(D8]

Formulate national policy CTA, SSIFU
document specific to SSI

sector (if such document

is not already in place)

and an elaborate operational
strategy for SSI development
based on above analyses

including incentives,

improvement in tax regime,

reform of restrictive

regulations inhibiting SSI growth,
availability of industrial sites

and shells, identification of
"thrust sub-sectors'" and so on.
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1.

3.4

3.5

Output 1.4
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Formulate proposals for national
definition of small scale
industries.

Assist and advise the SSIFU in
implementing the above
operational strategy and
definition in cooperation with
the concerned Ministries

and authorities.

Improved access of small scale industries
purchases.

Activities 1.4

1.

1.

1

4.1

.2

4.3

Output 1.5

Exanine the brcad features of
the purchase svstems and
procedures of Government and
the existing state of
par-icipation ty SSI procedures
in Government curchases.

StuZy the potertial for
increasing participation of

SSI producers 1in Government
purchases and identify products
and producers.

Formulate programme for
improving the participation

of SSI producers in Government
purchases including proposals
for procedural changes, and
quality upgrading, and training
for SSIs and the

feasibility of according
preferential treatment to SSIs
in Government purchases.

Assist and guide SSIFU in
implementing atove programme
in cooperation with concerned
authorities.

An annual Czvelopmert Feport relating to tne

Activities 1.5

1

.5.1

Review data relating to
SSI Sector available with
various institucions.

CTA, SSIFU

CTA

to Government

Responsible
Party

CTA, SSIFU,
National
expert

CTA, SSIFU,
National
expert

CTA, SSIFU,
National
expert

CTA, SSIFU
National
expert,
Concerned
authorities.

ssi Sector.

Responsible
Party

CTA, SSIFU,
National expert
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1.5.2 Identify data required for an CTA, SSIFU,
annual Development Report Natiomnal
relating to the SSI Sector, and exper:

the institutions by which data
is to be furnished.

1.5.3 Make arrangements for collection CTA, =I3IFU,
of above data or. a periodic Natiorzal
basis. exper:

1.5.¢4 Collate and analyse above datz CTA, =3IFU,

Naticrsz
exper-:

1.5.5 3ring out an annual Development CTA, ISIFU,
Report relating to the SSI Natiorzl
sector. exper:

Immediate Objective 2

70 estzhlish an Industrial Counselling and Oppor:-unities

Services (ICOS) for assisting SSI enterpreneurs tc deve.op

their troject ideas, secure approvals and negotiats finer-

cial a=d other assistance with the concerned inst-tuticns.
Output 2.1

in Industrial Counselling and Cpportunities Servicz (ICCS)
for SSI entrepreneurs wnich would have a Project Zevelop-
Tzcility and a Prciects PBank and provide infcrmation
and counselling relating to process know how, sources
prccedures for ctaining various inputs, creclt,

Activities 2.1 Responsible
Party
2.1.1 Study the curren: availability CTA, »2C

of information and

counselling services in Zimbabwe
relating to investment
opportunities, technical

know how and sources

and procedures for obtaining
various inputs, credit,
approvals, etc and identify gzps
or weaknesses in the .
availability of zhis information
tc SS8is.

Ivy

Stucy the mair features of the CTA,
IZCS service recuired to

provide prcject development

faciiity, bank of project

ideas and to imprcve the

availability of above information

and its accessizility to SSIs

‘U
)




2.1.3

.1.6

Ny

1.7

n

Output 2.2

booklet

i

g

credit,
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Propose the most appropriate
institutional arrangement for
providing the ICOS service and
assessing and measuring

its progress.

With help of an exper:, assist

in establishing the IC0OS Service.

Undertake industrial potential
studies/surveys for iacentifying
suitable investment
opportunities anZ bui:c

up a bank of prcject

ideas in ICCS

Prepare prcject profiles of
selected projec: idesas.

Organise Investment Wcrikshops

containing infcrmazion

imports,

Activities 2.2

ny
n

.1

.2.2

ny

.2.3

ns

Study the various approvals
and inputs required by

SSI entrepreneurs for

their projects and the
authoritiess/instituticns
from which these are to be
obtained.

Study the procedures for
ocbtaining the abcve
mentioned approve:s

and imputs.

Prepare a bookle: contzining
above informaticr.

4 relating o
zpprovals required by SSI investors, procedures for obtzin-
n

foreigrn currency ellocetion,

CTA, NPC

CTL, Exper:,
IC2S
irstituticr

Ccnsultan:s,
ICZS,

Nz:tional
Experts

Ccnsultants,
ICCS

CTs, Experc:.
Netional
exoert,

cls

Responsible
Party

CT=,
Na<ional
expert

CTx,
National
expert

—
iy

Nezional

excert

varizus

cC.
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2.2.4 Arrange for distribution/ CTa,
sale of above booklet. National
expert
2.2.5 Engage national expert CTA, NPC,
for assisting in above work. UNIDO
Output 2.3
“raining arranged for staff members sf the ICLZ Service
Activities 2.3 Responsible
Party
z.3.1 Study training needs of CTL, NPC,
the staff members of Expert
ICOS service
z.3.2 Identify most suitable CTE, NPC,
training institutions Expert
and methodology,
within and outside the
country.
2.3.53 Make arrangements for CTE, UKRIDC

training as above.
Immediate objective 3
_mprove the access of smal. scale irndustries to credit.
Output 3.1
>roposal for establishing a FRefinance Zacility for improv-

ing the availability of funds for SSI financing, especially
‘or priority categories withir this secctor.

Activities 3.1 Responsible
Party

o1 Study the existing sources of CTA, SSIFU,
credit for small scale industries Concerned
and the related institutional Institutions
set up.

T.1.2 Examine the feasibility of CTA, SSIFU,
establishing a Refinance Concerned
Facility which ¢an be accessec Institutions

by financial institutions for
obtaining refinance
of the credit given tc SSIs.




Formulate proposals relating to CTA, SSIFY,
the features of the Refinance Consultant,
Facility including the appropriate Concerned
apex institution, the institutional Institutions
linkages and procedures, and

possible sources of funds.

3.1.¢& Formulate propcsals for special CThL, SSIFU,
incentives under the Refinance Consultant
Facility for lending to selected Concerned
priority categories of borrowers Institutions
e.g. women and export units.

3.1.% Assist and guide the apex CTL, SSIFU,
institution and other Consultant
institutions in implementing
the Refinance Facility.

Output 3.2

Impreved credit mecharisms and procedures for SZI entre-

preneurs.

Activities 3.2 Responsible

Party

3.2.° Study the existing credit CTk, SSIFU
mechanisms, institutions and Consultant
procedures for SSIs and the
features which inhibit the
access of SSIs to credit.

3.2.¢ Fermulate proposals for improving CTh, SSIFU
the credit mechanisms and Consultant
procedures to facilitate enhanced
flow of credit to SSIs including
proposals relating to credit
guarantee, venture capital,
foreign currency borrowing,
anc¢ borrowings ty women
entrepreneurs.

3.2.7 Formulate propcsals for CTL, SSIFU

improving spatizl distribution
ané streamliring of procedures
of financial institutions
relating to SSIs and

improving cooperation

between financial institution
in appraising financial applications.

Corsultant
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3.2. 4 Formulate proposals for CTAR, SSIFU
setting up arrangement for Consuitant
facilitating the
implementation of above proposals.

3.2.5 Assist and guide concerned CTs,
institutions in implementing Consultant,
above propcsals. Concerned

Institutions

Project strategy

1. Direct Recipients

The central! institution responsible for stimulating
the growth ¢£ the SSI sector is the Ministry of Industry
and Commerce. The project therefore seeks to strengthen
its capability in this field, as this would heve the
most enduring and wide-ranging impact on the SSI scene;
once the Mirnistry's professional competence is strengthe-
ned it will be able to take multi-dimensional measures
to spur SSI growth, support donor, NGO and institutional
initiatives, and to secure the support of other Miristries
and authorities. The prcject will assist the MInistry
to set up & professionally competent group of officials
(SSI Facilitation Unit); a Senior Advisor (CT-.. will
guide and S¢vise the Unit to implement the :2roject
ocutputs visuzlised at the level of the Minsitrwy. The
CTA and the KPC will function as the umbrella orzanisa-
tion tc heir and oversee the realisation of the r~roject
outputs that have to be implemented at the 1level of
other institutions e.g. ICO0S, credit related cutputs.

Apart from the Ministry of Industry and Commerce, other
institutions will be enabled to strengther their
support services for the SSI entrepreneurs. The 1institu-
tion (existing or new) identified to house the Industrial
Counselling and Opportunities Service (ICO0S) will be
enabled to provide a very crucial service tc¢ small
entrepreneurs which would significantly complement
its existing services to these entrepreneurs. The finan-
cial institutions will be enabled to have access to
a Refinance Facility and thereby to increased resources
(including foreign currency) for financing SSIs, parti-
cularly the higher priority categories such as women
entrepreneurs and export enterprises.

2. How will the benefits reach the target beneficiaries?
Once the Ministry of Industry and Commerce's capatilities

are strengthened, & whcie range of supportive anc promo-
tional measures can ©De expected to emerge from the
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Ministry for stimulating SSI development. Apar: from
the direct outpu's of the project mentioned in section
G, these will include measures such as incentives,
identification of ™thrust sub-sectors,"™ inZustrial
opportunity studies/surveys, improvement 1in tae tax
regime, reform of restrictive regulations, avai_zbility
of industrial sites and shells, coordination ¢ donor
assistance, and so on which will be part of the opera-
tionzl strategy for CS3I development formulated at the
leve. of MIC. Qverall, & more stimulating env_r-onment
for 3SI growth will o2 established, and &z cul:ure of
partrership and team-work between the SSI private sector
and the Government wil. be generated.

.
-

s
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The Industrial Counselling &ané Opporturities
(ICCZ.; and the proposec booklet relating to =2
and inputs will direcitly benefit the smzll inz:ig
entrepreneurs by helping them to test and develc:
project ideas and irzlement their proposed prcj
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The small entrepreneurs will ziso be assisted :: enter
the Sovernment's purchase programme, thereby -perning
up new marketing cpossitilities for them.

Tne =zvailability cf <oredit for SSIs will be zrez:ly
imprcved by providing zdditional incentives and rzzources
t tne financial ins:itutions fecr financing S3Is anc

intrcducing credit mechanisms more directly suitec
to tne SSI needs, by setting ug the Refinance Tzolilic

- A a-—L v

ané z.s0 by enabllng c_cser cocperation between financial
and <ther institutions.

3. Implementation arrangements

UNIDC will depute a Senior Advisor (Chief Tszhrical
Advisor) in the Ministry of 1Industry and Ccomerce.
The Ministry will assizn a sufficiently senicr cificial
2s counterpart and Netional Prcject Coorcinator (K?C).
Togetner they will funcztion as the umbrella orgarisztion
for the project.

Tne 2bjectives/outputs of the project to be zchieved
in ctner institutions will in a general way be ccordina-

ted -y the CTA in cooperation with NPC. They will nelp
the Ministry 1identify the appropriate insti:zutions
for tne other outputs.

International and nztional experts/consultanis will
be <czlled in as and where necessary; toc the extent
possizle, local experts and consultants will pe u:ilised.

- recessary, a cjez Impiementation Commitiza will
be s2! up headed b g senlo” cfficial of the Ministry
~f Industry and Commerce, tc coordinate the timely
and =2ffective implementation c¢f the wvarious 2utputs

by the concerned institutions/authorities.
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4. Alternative strategies considered

An alternative strategy was to have a series of separate
projects for achieving various objectives/outputs of
this project. However this was not considered appro-
priate because of the clezr bencfits of having an
"umbrella organisation." These inrciude the integraticn
of the various activities/cutputs ¢ the project into
a well conceived master-plan baseZ upon the programc-e
approach as against a2 number of sezarate projects wnhich

might duplicate activities c¢r work ir. 2 non-compiemertary
manner. The umbrella organisatior. NPC and CTL) would
be able to acnieve certaln outctuls directly in MIC

with the help of SSIFU, anz do n"enaratory ground wWcrk
for a number o¢f other outtuts, tnereby optimising toe
utiliisation of the other experis/consultants. Tris
wili greatly -economise expenditure and alsc ensure
that each output feecs 1intz or ccmplements the other.
Further it wil: -enabie greater utilisation of ZIceczl
experts/consultants. It will alsc screamline adminisirz-
tive arrangements for tne prcject znd reduce adminisire-
tive expenses.

It was also cornsidered whetrer the umbrella organissticn
may be kept ir an institution ctzer than the Ministry
of Industry anc¢ Commerce. This wzs however founc
be much less acdvantageous tra2n the orcposed arrangemern
The Ministry 1is in & diszinctl: better position
effectively intereact with other institutions wn

O e

YO .
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i
would be involved in tne prcject €.g. other Ministr:es,
Reserve 3Sank, parastatal Instituzions and even dcrirs
It is also the most appropriate institution for deve-op

ing nationzl policy and strategy.

Host Country Commitment

1. Government Commitment

The Government commitment to the S3- sector is reflected
in & number of recent policy statements.

For this project, the Government has agreed to consti:tute
a group of officials (SSIFU) in the Ministry of Industry
and Commerce. The Ministry has z3:so agreed to make
available office space, tolephone and other office
facilities for the CThL and other international staff.
Similar ar"angements heve &a.so be2n assured in re:a"d
to the C30S service and the international staff which
will pe pcsted ir. other instizutions.




2. Legal Arrangements

No specific legal arrangements are visualised. However,
Government has assured that the HNPC and sta’l memuers
of SSIFU and ICOS would remain in their pests for sulfi-
ciently 1long periecd so as to assure continuity =znd
mayimum utilisztion of the professiona. skillc impertec
to them under the project.

Risks
1. Ma jor risks
None fcreseen
2. Risks to be monitored
The NPC would need tc be identified and~be ir positlon

the start 5 the project. Deley in tnls éarrangensni
ould deiay the project outputs ané activiiies.

~
a
n
-

Inputs
1. Government Inputs
Personnel - An official c¢f MIC T funcz:izorn

.
as National Prcjiec: Zcordirnzior

(Cnhief counterpart tc CTE,

other existing officia-s of XIC
be assigned wcrk re_.ating to

2
to -
8SIs (staff members ¢ SSIZU).

- local DSA for counterpart ani tra.rnees
while travelling or &attencing irzin-
ing and other programmes 1in <tne

country

Logistical Support

- office space and relzted facilili:ies
(telephone, telex, fax, etc) Ior
CTA in MIC.

- office space and releted Tacllizties
(telephone, telex, fax. ete) Tfor
international expert in ICCS

- cffice space and relgied Tazoilities
for other project stef’l
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2. UNDP Inputs External Inputs
Us$
, Personnel 895,000
Sub-contracts 4% .,000
Training 322,000
Equipment 12,000
Miscellaneous 22,000
1,407,000
5- Comment on any proposed inputs whizh ms> raise policy

issues on which Headquzr:ers guidance is szught.

Nil at this stage

Persor primarily responsible
faw this formulation framewcrk:

Name : Vinod Kurzr Dhall

Title: DP/ZIM/9G/005/11-52
Entrepreneurship Development end SSI
Financing Options under Structural
Ad justmer.:
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