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I.  INTRODUCTION

The joint UMIDO/GTZ Mission and the O0PP/Z0PP Workshop were concerned with supporting the Government's
efforts to formulate a strategy for the development of the small enterprise sector in Laos. The following
sketch illustrates (i) the existing probiem area examined by the UNIDO/GTZ team during the 2-week
fact-finding mission; and (ii) the small enterprise prograsme which was elaborated by the Goverrment, banks,
entrepreneurs, Chamber of Camerce, and others at the 00PP/Z0PP Workshop. The areas of external assistance
are yet to be determined by the Ministry of Industry.

GOVERNMENT'S PROGRAMME

How to aseses relevance, cost-effectiveness and sustainability of the Govt. programme and of all support services

ls described in  “THE IMPROVED MANAGEMENT OF DEVELOPMENT COOPERATION BY UNIDO:
A PROPOSAL FOR DISCUSSION prepered by the Programme and Project Appruisal Section (1993-05-25)




Workshop arrangements - The workshop was convened at Nasngum Dam. Thalad, same 2 hours from Vientiane. The
intention was to bring participants together in @ location where they would not be distracted by their
official business and would be able to continue discussion in the evenings. The duration of the workshop was
reduced from 5 to 3.5 days.

The workshop was organized by GTZ and financed by BMZ. Some organizational problems arose at the
outset with regard to moderation and workshop materials which were not available.

It was co-moderated by GTZ and UNIDO (Programme and Project Appraisal Section).

II.  THE WORKSHOP

The workshop was opened by H.E. The Minister of Industry and Handicraft who attended it for the entire
first day, demonstrating the importance attached to small enterprises by the Ministry. In his opening
address, he recalled the liberalization policy of the Government and the extensive privatization which had
taken place. He stated that until now little attention had been paid to the small enterprise sector;
however, the intention was that the workshop would help to develop 2 programme and implementation strategy to
promote small enterprises. He stressed the Goverrment's supportive rather than interventionist role.

The UNIDO/GTZ team presented its findings orally with the help of some flipcharts (see Report of the
team).

To facilitate the rumning of the Workshop, the planning methods (00PP/Z0PP) were described. The
objectives of LFA and the development of 20PP as a design tool for technical cooperation projects was
explained to the participants. It was stressed that they would be designing their own programme, that the
GTZ/UNIDO team was there only to answer questions on their mission findings and any advice required.
00PP/Z0PP consists of two main phases: (A) the analysis of the present situation and (B) the plamning phase.
The role of the moderator was also explained - as not being a chairman or leader, but rather a facilitator to
ensure the application of the O00PP methodolqy. The overall steps of OOPP were explained as well as work
methods. Participants were surprised to see the physical arrangements (no tables, only chairs, use of flip
charts, etc.). The participants introduced themselves and spoke out their expectations from the workshop.
These were recorded on flipcharts.

A. ANALYSIS OF THE PRESENT SITUATION

1.  THE GENERAL PROBLEM AREA

This part of the 00PP method was not dealt with in any detail, since the probiem area had already been
defined by the Ministry and examined by the joint GTZ/UNIDO team. However, one participant representing a
foreign aid agency - the Asia Foundation - requested that “small”™ enterprises be defined. The workshop
agreed that this would be difficult to do with any precision and would not help much since most Laotian
enterprises were very small.

2.  PARTICIPATION ANALYSIS

The workshop was attended by representatives of Government, banks including cowmercial banks,
enterprises, Lao Chamber of Commerce, women's union (see the attached list of participants).

The wmoderator explained the importance of this step in the analysis of the present situation - namely,
that it is people who have problems, expectations and tasks to fulfill, and there‘ore would constitute the
basis for the prublem analysis.




The parties concerned with small enterprise development were identified in plenary, and placed on cards
on the pinboards. The participants then continued to analyse the parties in working groups: parties who
were the “doers” - i.e. engaged in production, and those who were the “supporters™ - i.e. who are supposed to
provide support to the “doers”.

(i) “Doers” Service SM Enterprises
Production SM Enterprises
Ricro enterprises in track
food Processing Women
Urban Micro-enterprises
Urban Professional Services
(Supporting enterprises)
Rural women
Women weavers
Women entrepreneurs
Handloom weavers
Urban women
Food processing farmers
Micro business in handicrafts
Rural cottage industries
Potters
Production Co-operatives
Micro business in manufacturing
Small and cottage industries
"Ethnic" women

(ii) "Supporters” Ministry of Industry and Handicaraft
Ministry of Commerce
Lao National Chamber of Commerce and Industry
Lao Women Union
Committee for Planning and Co-operation
Bank of the Lao PDR

(iii) "Others™ Provincial authorities
Consultant firms
Antennas of MIH in Provinces
Foreign agencies
Ministry of Finance
Board of Investment (B.0.1.)
Ministry of Agriculture and Forestry
Competitors; Foreign parties
Customers
Rural poor throughout the Provinces
Rural development projects
Lao commercial banks
Credit Fund IFAD
Private commercial bank
Education and training centres
ENAG
Training Centre for Women and Development
Women's International Group
Investment Consultancy Services

This first chance for participants to work by themseives with cards revealed their unfamiliarity with
work methods, the need for transparency and discussion in order to reach a common understanding.




There was a general convergence as to the nature of the problems confronting small enterprises in Laos
and their expectations. It was however noticeable that some of the expectations might pose difficulties to
the Govermment in spite of its current policy of deliberate liberalisation.

The expectations - as expressed by representatives of the Ministry of Industry and Handicrafts, the
central bank and some commercial banks, Lao Chamber of Commerce, representatives of several private
enterprises from the district of Vientiane - may be summarised as follows:

i) The need to strengthen the Ministry of Industry and Handicrafts in supporting the development of
small enterprises through its liberalisation policies; the adoption of appropriate incentives;
increased employment in the rural areas; income generation; dishursement of funds from development
cooperation agencies and greater coordination amongst them; improved quality of life of women in rural
and urban areas; improved balance of trade and increased GOP.

ii) ~ Enterprises required support in entrepreneurship development and technical training; access to
market, commercial and techmological inforxation; access to credit; advice on investment
opportunities; protection from competition from abroad; improved competitiveness; increased
exports; reduced commerical risks; coordinated Goverrment policies (amongst different Ministries);
simpler regulations and bureaucracy affecting the performance of small enterprises; improved physical
infrastructure.

(iii) The banking institutions found it difficult to provide credits for small enterprises; wore
assistance from foreign financial institutions was reguired; training in credit operations and
negotiations; increased investment.

On this basis, the Workshop participants could procede to step 2 of the 00PP/ZOPP methodology: the
problem analysis.

3. PROBLEM ANALYSIS (see Annex 1)

The steps to be taken were explained through the use of the flip charts, stressing the importance of
describing only real existing negative situations, rather than imagined or future ones on the card. There
was some difficulty in understanding that problems are felt by people - i.e. by the parties identified
earlier and whose constraints had already been identified at least insofar as their general subject area was
concerned.

The concept of "starting problem” was explained again in order to start doing the problem analysis.
The selected "starting problem” was "investment in small enterprises is inadequate”. Having agreed on that
the participants worked in 2 working groups: one to work on the effects of the starting problem and another
to work on its causes. The results of the 2 working groups were then brought together in plenary; the
spokesmen of each presented their findings and justified their hierarchy of probiems. At first, 7 “groups”
of problems were identified but after considerable review of the exact meaning of certain problems and a
verification of their causes and effects, the attached problem tree was arrived at with only 4 "groups.

It should be noted that problems of physical infrastructure in rural areas were dropped by the
participants at this stage, although they had been mentioned during the participation analysis and might
constitute an important critical assumption to be taken into account.




4.  OBJECTIVES ARALYSIS (see Annex 2)

The steps were explained, notably that the participants should be concerned with desired, future,
posit.ve situations reflecting the solution of the problems included on the prublem tree. The participants
then worked again in groups in order to convert the upper and bottom parts of the problem tree into
objectives. In doing so, they found that adjustments were often required, since the cause-effect
relationships of the problem analysis did not hold when converted into means-ends relations in the objectives
analysis. This difficulty was compounded by the fact that some objectives did not always ooincide with
existing policy directives of the Government requiring, at one point, that a special group of participants
discuss the issue separately and return to the workshop witn an acceptable objective. The issue concerned
the “frontier® between the roles of the State and of institutions required to support small enterprise
activities.

S.  CLUSTERING OF OBJECTIVES

Clusters were immediately obvious from the objectives tree: these concerned income-generation and
employment; competitiveness; investment in small enterprises; entrepreneurship development: incentives
for the small entrepreneur; technical training to complement investment; and access to credit. Clustering
was done in plenary and was the subject of little discussion.

8. THE PLANRING PHASE

1.  SCOPING/ALTERNATIVES AMALYSIS

The participants discussed this in plenary, following an explanation by the moderator of the
implications of this step in the 00PP/Z0PP methodoiogy, i.e. to detersine the scope or the objectives to be
covered by the Government's programme for the small enterprise sector. Several proposals were made by the
participants: to focus on income generation; productivity; investment in small enterprises; access to
credit. In this process, various views were expressed concerning the role of the Ministry of Industry and
Handicrafts: Was there a need to spell out its strategy and specific measures/directives? Did the Ministry
have the capacity to develop incentives for the szall enterprise sector? The difficulty arose from the fact
that a draft policy/strategy had been prepared in January 1993 but had not been made available to the team.
Since it was available only in Lao, a quick rough translation was prepared for the UNIDO/GTZ team during the
Workshop. .

Thus, on the basis of this draft strategy and as a result of further intensive and sometimes delicate
discussions, the participants decided that the programme should cover the 4 major components of the
objectives analysis leading to "increased investment in small enterprises”, i.e. including that concerned
with Government incentives.

2. PROGRAMME PLANNING MATRIX (see Annex 3)

The moderator explained the concept of the matrix as providing a summary overview of the prograwme,
deterwmining its overall goal, purpose, results and the categories of activities to be undertaken. It was
explained that each rezult could constitute a programme component to be planmmed out in detail later after the
workshop. The importance of the assumptions at each level of the matrix was stressed as well as of the
indicators and their means of verification in making clear and precise what would be achieved in terms of
time, quantity and quality.

The attention of the participants became more intense in this planning step of the prograsme, following
the discussion of alternatives/programme scoping - the beginning of the plaming phase. The prograsme
purpose and the other main prograwme elaments (results, goal, activities) were placed on the PPH with
relative ease.




The assumptions made at each level of the matrix required more time in order for participants to
understand the notion of assumption in the PPM and the likelihood of their holding true. In some cases, some
assumptions were the subject of serious discussions especially insofar as they related to goverrment policies
being enacted, coordination between Ministries, etc.

Indicators (types) were identified by the participants with some difficulty at the purpose and results
levels of the PPM; in some cases, only indicative/indirect indicators could be identified (Result 2).
Indicators were also identified for the assumptions included on the PPM. Participants noted the crucial
nature of the indicators given the high degree of precision required.

C. FOUM-uP

What remains to be done: the Goverrment of Laos will indicate what parts of this programme it camot
implement without external assistance from UNIDO, GTZ and any other bilateral and multilateral cooperation
agency (see shaded area in Goverrment prograsme on page 1 indicating non-available inputs required for
activities to produce certain or part of certain results).

Once the Government has provided this information, it will be possible for UNID0 and GTZ to work out
the detailed PPMs for any of the 4 prograwme components identified by the Workshop and define their services
to support the Goverrment's programme (see lower PPMs "UNIDO™, “"GTZ support services®) indicated on page 1 of
this Report.
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