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INTRCDUCTION

1. The Workshop on thce Impact of Structural Adjustment Policics on the
Smwall-Scale Entcrprisc Scctor in English-spcaking African Countrics was hcld
in Nairobi, Kcnva., from 13 to 16 Dccember 1993, It was organized bv the
United Mations Industrial Devclopmcnt Organization (UNIDO). The mccting was
attended by 2} participants from 7 African countrics in which structural

ad justment programmcs had becen implcmentcd and ! intcrnational organization
(scec annex I).

2. The Workshop addrcsscd the central issucs rclated to the implcmentation
of structural adjustment programmcs and thcir implications on the cxisting
small- and mecdium-scalc cnterprises in the concerned African countriecs. The
aim was to dcvclop a policy framcwork for the development and growth of small-
and mcdium-scalc cnterpriscs within the new network of conditions in which
these enterpriscs will have to operatc.

I. CONCLUSICNS AND RECOMMENDATIONS

Policy lcvel

3. Ncw stratcgics, policics and programmes are rcquircd for small-scalce
centerprisce devclopment following the liberalization of cconomics.

4, The rolc of the governments should be significant in crcating a conducivce
cnvironment for private scctor initiatives and cspeciallv for the small-scale
and micro-cnterprisc scctor to grow and prospcr. Since this scctor is
rccognized as an intcgral part of the cntire cconomy, the legal and rcgulatory
framework, and the systcm of tariffs should be reviewed with special focus on
various clcments of the structural adjustment programmc and its implications
on the scctor to achicve trade liberalization. Special mechanisms should be
put in placc to rcvicw and monitor thc implementation of policics and, wherce
nccessary, adjust them to the prevailing circumstances.

5. In devcloping new stratcgics and policies. therc should be a dialoguc
bectween the government and the main actors in the scctor to facilitatc cross
fcrrilization of information about the structural adjustmcnt programmc. This
dialoguc should provide an opportunity to convey to the government the
problems, nceds and concerns of the scctor.

6. As a rcsult of the implementation of the structural adjustment programme,
rctrenchment programmes should go hand in hand with training and rctraining of
affected pcople with a view to redirecting resources into scctors with
dcevclopment potential. Special attcention should be given to entreprencurship
dcvclopment supported by funds to set up privatc enterprises.

7. Concerted cffort focusing on both long- and short-tcrm training and human
resource development is nceded. This calls for revicw and oricntation of the
cducation systca to match the new recquircments and nceds of private scctor
development.

8. With rcgard to privatization of public cnterpriscs, duc considcration
should bc given to the structurc of ownership through the capital markst. If
it docs not cxist, alternative mechanisms should be put in place to involve
morc nationals.




9. National prioritics should bec scr. taking into comnsidcration thc
comparativc advantagcs of cach individual countrv and/or scctor. bascd on thce
availability of local rcsources such as raw matcrials. skills., infrastructurc
ctc. Small- and mcdium-scalc enterpriscs should be identificd as onc of the
priority arcas in vicw of their potcntial tor cmplovmcnt gencration. rural

dc clopment. innovation ctc.

10. In crdcr to implcment the structural adjustment programmc with a "human
facc®. its social dimcnsion should bc highly considercd. In that conncction,
governments should provide safcty ncts to reducc the negative impact on the
socicty and rcallocate rcsources to more productive scctors.

i1. The government is in itsclt a big marke:z. Any drive to promote the
growth of small- and mcdium-scalc cnterpriscs should give spccial preference
to goods and scrvices from thc scctor. In addition. specific policics should
bc developed to support the markcting of its goods and servicces.

12. As part of tecchnology transfcr, and in vicw of the nced for utilizing
morc local resourcces, subcontracting between the large- and small -scalc
cnterprisc scctor snould be encouraged through special government incentives
and policy mcasures.

13. As part of govermment induccment to incrcased production and projecct
pcrformance by the scctor. national enterprisce award schcmes should be
introduccd to cover various aspects of industry. c.g. exports, turnover,
cmploymcnt, innovation ctc. National small- and medium-scale entcrprisc
cxhibitions and fairs would bc part of the incentive cfforts.

14. Decvelopment finance institutions for small- and medium-scale cnterpriscs
should bec cncouraged and induced to channel a portion of available funds to

women cnterpriscs.

Institurtional lcvel

15. As onc of thec rcquircments of the structural adjustment programmcs.
African countries arc shifring from public to privatc scctor-lecd devel opment
stratcgics with morc cmphasis being placed on the development of small- and
mcdium-scale cnterpriscs. Whercas the government shou.d cncourage the growth
and functioning of private institutions, it should at the samc time rctain
cxisting uscful public institutions; however, rhese institutions should be
restructurcd and strengthened to cnable them to be run cfficiently and
profcssionally without political interferencec. Furthermorc, they should be
ablec to sustain themsclves by commcrcializing their scrvices. However, in
cascs where the scrvices such as rescarch, training cte. arc for promotion
purposcs. thc costs should bec bornc by tax payers. In countrics where there
is no cxisting institutional framcwork, such a framcwork should bec sct up to
support thc devclopment and growth of the small-scalc enterprise sector.

16. Networking and coordination bectween all actors involved in the scctor
should be cnhanced to contributc to solving problems of overlap and
duplication of rcsponsibilitics and activitics. Actors, cspeccially NCOs,
should sct acccptable, clearly defined goals and objectives and bc cncouraged
to implcment growth-oricnted activitics.




Financing

17. 1In a pcriod of cconomic transition, national govermnments should initiatc
a survey of credit nceds of the small- and mcdium-scalc cnterprisc scctor
bascd on defined objcctives and prioritics with a view to formulating
appropriatc policics and stratcgics to mcct the nccds of the scctor including
financing.

18. Somc of thc proccdurcs uscd for acccss to credit bv small- and
mcdium-scalc centreprencurs. especially those in the lower scgment ot the
scctor, arc timc-consuming. cumbcrsomc and frustrating. In the intcrcst of
specedy disburscments. thesc procedurcs ought to be revicwed and simplificd. as
Jfpropriate.

10, XNational govcramcnts should review the burden on collatcral requiremcnts,
since it is a major obstacle inhibiting the development of small- and
medium-scale cnterpriscs. There should also be a revicw of the role of the
Central Bank for thc devclopment of smail and medium-scalc cnterpriscs, since
in most African countries they arc silent spectators rather than active
participants.

20. Lending to the scctor by credit cooperative instictutions such as savings
and crcdit cooperative sccictics (SACCOs) should be supported in order to
assist cntrcprencurs of small- and mcdium-scalc enterpriscs in rural arcas.
Such coopcrative credit might include mutual guarantec schemes. Furthermorc,
crcdit to the scctor, cspecially micro-cntcrprises. by non-conventional
national institutions should bec cncouraged.

21. Technical assistance for the preparation of fcasibility studies for
project dcvclopment is nceded. Such assistance rcquires speceial
prc-investment studv funds. It would bc desirable that part of the proceeds
of privatization bec channcllcd to a special fund devoted to finance both
prc-investment studics and sclccted bankable projects in order to help create
morc cntreprencurs of small- and medium-scalc enterpriscs. This might include
support to cquity investments on tcrms and conditions to be agrced upon.

These projects should be subjcet to cffective post-{inance monitoring and
cvaluation by thc reclevant governmental agencies and/or NCOs.

22. The crcation and support of national associations for small- and
medium-scale cnterprises should be cncouraged as far as possiblc. Such
associations should bc madec awarc of loans being disbursed to the scctor so
that they mav influcncce the performance of projects in regard to repavment
dcvclopment of management training programmcs, information on available
tcchnological altcrnatives ctc.

23. National govcrnments. through their central banks., ought to consider
special incentives for the commercial banks and other financing institutions
to providc spccial windows to small- and mcdium-scale cnterp::ses in their
lending.

Cooperation

24 National apcx bodics and small- and medium-scale cnterprisc associations
should initiate fora, supportcd by UNIDO, to foster rcgional and interrcgional
cooperation and nctworking and tacilitatc cxchange of cexpericnce and idcas.




25. In vicw of the significance of the micro-enterprise scetor, UNIDO and
other concerncd agencics should consider facilitating another forum to address
the nceds and conccrns of the scctor.

26. Rcalizing that in thec past implcmentation of rccommendations of mectings.
workshops and scminars on the small-scalc enterprisc scctor was poor or
lacking. UNIDO is rcquested to address the report of the Workshop to the
rclevant national offices. This ought to be followed up by UNIDO’s country
rcpresentatives in conjunction with participants from cach countrv or thc
conccrnced apex bodics/associations.

IT. ORCANIZATION OF THE WORKSHOP

Opcning of the Workshop

27. The Chicf of the Unit for Common Topics of UNIDO’s Svstcm of
Concultations Division cxpresscd a warm weclcome to the participants and
thanked the Covernment of Kenva for hosting the Workshop in Nairobi. He
underlinced the importance that UNIDO attachcd to the devclopment and growth of
small- and medium-scalc centerpriscs including micro-cnterpriscs. He stated
that the dccision to hold this Workshop was in rccognition of the fact that
the small-scale enterprisc scctor was the backbonc of the cconomy in most
developing countries in general and in African countries in particular. He
reminded the participants that the Workshop was a follow-up to the
rccommendations of the First Consultation on Small- and Mcdium-Scale
Entcrpriscs including Cooperatives organized by UNIDO at Bari, Italy, in
Octobcr 1989. Hc undcrlined that onc of the overriding conclusions of the
Consultation was to call on naticnal governments supporting institutions
charged with the development of individual small-scale industry units to share
their responsibility with the private scctor. Althoughk. at present, the
private scctor is recognized as the "wave of the future’, national governmcnts
should pursuc their necessary and indispensable role of creating thc proper
cenvironment by designing and implementing the requirced policy framework for
the development and growth of small- and medium-scale enterprises in response
to thc prevailing ncw network of conditions in which these enterpriscs will
have to opcratc.

Elcction of officers:

28. The following officcrs were clccted:

Chairperson: Alfred M. Shikhule (Kenya), Managing Direcctor,
Highland Papcr Mills Ltd.

Vicc-Chairperson: Robinah L. Sabano (Uganda), Scnior Industrial
Officer, Ministry of Tradc and Industry

Rapportcur: Robert Kalomho (Namibia), Hcad. Economic and
Regional Development Department, Namibia National
Chamber of Commerce and Industry




Adoption of the agenda

29. Thc Workshop adoptcd the following agenda:
(a) Opcning of thc Workshop
(b) Elcction of Chairperson. Vice-Chairpcrson and Rapportcur
(c) Adoption of the agenda and organization of work

(d) Prescnt situation, problcms and prospccts of small- and medium-scalc
cnterpriscs under structural adjustment programmcs in
English-spcaking African countrics

(¢) Discussion on kcy issucs: Policy and legal framcwork:
institutional infrastructurc; financial policy; intecrnational,
regional and national coopcration

(f) Adoption of conclusions and recommcndations of the Workshop

(g) Closurc of the Workshop

IIT. SUMMARY OF DISCUSSIONS

30. During the introduction of the subject, the UNIDO consultants prescated
their views on the impact of structural adjustment policics in five sclected
countrics of the target group. namcly Ethiopia. Chana, Kecnya, the United
Republic of Tanzania and Zambia. The casc studics, which were based on the
practical expericnce gained during their visits to the respective countrics,
focused on three major problcm arcas:

(a) Policy and lcgal framecwork for developing the target sector:
crcation of the framecwork and its implcmentation;

(b) Institutional environment required to cnablc the growth of
individual units; typc and functions of institutes to support small-scalc and
micro-enterprises; vrequired change from governnment to privatc institutional
support; role of thc Covernment, NCOs, associations ctc.

(c¢) Provision of finance to small-scalc and micro-cnterpriscs to satisfy
their needs for investment/working capital: practical osbstacles in obtaining
access to sources of finmance from banks and other financial institutions.

31. After the introductory prescntations, other participants gave a summary
ot the potential and factors inhibiting the deveclopment of small- and
medium-scale cntcrprises in their countries. The problem of the impact of
structural adjustment policics on national cconomies as a wholc was also
mentioned. Scmc participants allcged that so far the policies had not
produccd the cxpected results. On the contrary, instcad of restoring the
conditions of sustainable growth, thesc adjustment policics had indced
depresscd the cconomy of most countries. In many cascs, the conscquen~zs had
been rclatively high rates of uncmployment anc of irflation.

12. Since the small- and medium-scale centerprisc scctor was an cffecrive
agent for industria’ transformation, almost all participants cmphasized the
nced to review the cxisting lcgal and rogulatory framework, including the




tiscal and financial policics, 1o order to crcate the much-nccded healthe
climatc for thce decvelopment and growth of small- and medium-scale catcerpriscs.

33. It was notcd that in many Atrican countrics industrial policics wcre
undcrgoing profound changes in favour of the privatc scctor. The trend
towards cconomic pragmatism was vcry cncouraging. among othcrs. since it
offcred vast opportunitics for coopcration in thce devclopment of small- and
mcdium-scale cntcrpriscs with a vicw to incrcasing national cconomic output
and cmplovmcnt gencration. The new policy mcasurcs being pursucd and/or
cnacted in somc countrics had been a good sign. The rencwed intercest in
promoting privatc small- and mcdium-scalec cnterpriscs was a corncrstonc in
thosc cfforts.

34. Somc participants wcrc of thc cpinion that liberalization of cconomics
without a "human facc”™ would not survive in the long run. Following the
implcmentation of structural adjustment programmcs. scrvices had been made
more cxpensive and government bonds sbsorbed a high perccntage of all the
funds available in somc countries. Prospects for industry to have access to
credit were also little.

35. It was proposcd that national governments, as part of thcir inducement to
increasced production and cntcrprisc performance, could introduce national
cnterprise award schcmes to cover various industrial scctors bascd on critceria
such as lecvel of cxports, turnover, emplovment, innovation ctc. Other
mcasurcs of a promotional naturc such as national small- and mcdium-scalce
enterprisc cxhibitions and trade fairs would also have to be considcred as
part of thosc government cfforts.

36. Suggcstions wecre made for the cstablishment of a Pan-African Association
of Small-Scale Industry. Although somc participants were rcluctant to support
such a proposal duc to thc wcakness of cxisting national associations in most
African countrics, the majority was in its favour and stresscd that clearly
designed objectives should be a priority of strong and opcrational national
assocliations.

37. Attcntion was drawn to the importance of capacity building. National
governments wcre cncouraged to give duc consideration to training programmes
for government cxccution of bilatcral and/or multilatcral projects as well as
for centreprencurship development.

38. A numbcr of participants fclt that therc was a nced to create
institutional bodics, where they did not cxist. and to coordinate all
activitics taking place in the ficld of dcvclopment of the small-scale
cnterprise scctor. Special emphasis was given to the necd for acceptable,
clcarly defined goals and objectives regarding the projects implemented by
actors such as non-govcrnmental organizations (NCOs). These services should
have a growth-oricnted impact. In addition, scveral participants stresscd the
necd for carrying out a post-finance monitoring and cvaluation of all projects
preparcd and implcmented by the relevant governmental agencies or NCOs
involved in small-scale cnterprisc promotion.

39. Most participants pointcd out that onc of the many prerequisitces for
cconomic and financial viability of small-scalc enterpriscs was cxpericnce and
professional cxpertisc in management. In that connection, therc is an urgent
need for promoting the spirit of onterprises through wecll-designed training
programr~5 to mecct the requirements of potential and existing cntreprencurs,
duc account being taken of the local conditions.




40. Rcfcrcnee was made to the success of industrial and scrvice coopcratives
in providing support in markcting. procurcmcnt of raw matcrials and cven in
tcchnical consultancy and cxtension scrvices. However, gencral concern was
voiced about access of small- and mcdium-scale cnterprises to financial
institutions. Onc participant mcntionced the physical and psychological
distancc to bc ovcrcome in order for small- and mcdium-scalc enterpriscs
including micro-entcrprises to have access to crcdit. Anothcr participant
indicated that financing did not usuallyv rcach thc smallest of thc small-scale
centerpriscs. The time factor involved in obtaining finance was also
considcred to be critical. Too much timc was often spent in project
appraisal; henee, there was a nced for simplifying the procedurcs for loan
approval .

41. In somc countrics mcasurcs werc ncccssary to provide mcchanisms for the
procurcment by large cnterprises of goods produccd by small- and medium-scalc
cuterpriscs. The cstablishment of subcontracting cxchanges was also
proposcd. The neced for providing mcasurcs to witigatc unduc forcign exchange
risks cxpcricnced by cntreprencurs was also mentioned.

42. Scvcral participants discloscd that more pcoplc had beccome very active by
themselves in undertaking private businesses. In this regard, they suggested
that part of thc privatization proucceds be carmarked for the funding cf
privatc initiatives and particularly those of retrenchces duc to the
implementation of thc privatization programmcs.

43. Concern was cxpressed about the need for cffective implementation of
small- and medium-scale enterprisc policics and programmcs. A number of
participants suggested that the rcsults of scminars/workshops be addressed to
the rclevant national offices in African countrics to assist policy
decision-makers in defining clcar guideclines for putting these results into
practice. A high-powered national body should be set up for that purpose.
Apart from cocrdinating and monitoring the formulation and implcmentation of
policics. programmes and projects, the other task should bc to crecate, sustain
and maintain a pcrmanent dialoguc between the main actors involved in the
development of the overall national cconomy: investment promotion centres.
rescarch and development institutions, national associations of small- and
mcdium-scale enterprisces, financial institutions, NCOs, chambers of commecrce
and the like.




Anncx I

LIST OF PARTICIPANTS

Ethiopia

Scmcab Asscffa, Hcad, Production Scctor. Ministry of Industry.
P.0. Box 704, Addis Ababa (Tclcphonc: 511615/518025)

Mulatu Zcrihun, Scnior Economist. Ministry of Industry. P.O. Box 704,
Addis Ababa (Tclephonc: 154406)

Chana

Dzinadzom K. Ahadzi. Ag. Sccretary-General, Association of Small-Scalec
Industrics (ASSI), P.O. Box 15578, Accra (Tclcphone: 227028;
Tclcfax: 665571/773068)

Arthur Ankrah, Dcputy Chief Manager, Fund for Small and Mcdium Entcrprisc
Development, Bank of Chana, P.0. Box 2674, Accra (Tclcphone: 666902-8;
Telex: 2542)

Kcnya

Husscin Awale. Chairman, Tanncrs Association, and Dircctor, Bulleys
Tanncrics. P.O. Box 46, Limuru (Tclcphone: 21941-4; Telcfax: 22387)

Benjamin M. Kikuvi, Chief Exccutive, Kenya Industrial Estates Ltd. (KIE),
P.0O. Box 78029, Nairobi (Tclecphonc: 545075)

Charles Kamidi, Supecrvision Manager., Kenya Industrial Estates Ltd. (KIiE),
P.O. Box 78029, Nairobi (Telcphonc: 542300)

Cabricl M. Musilu, Business Advisor, Small Entcrprisc Development
Programmc, Fcderation of Kenya Employers. P.0O. Box 48311, Nairobi
(Tclephone: 720120/720295/720242; Tclefax: 721990; Telex: 22642 FKE KE)

Titus M. Waithaka, Exccutive Officcr, Federation of Kenya Employers.
P.O. Box 48311, Nairobi (Tclcphonc: 720120/720295/720242;
Telefax: 721990;: Teclex: 22642 FKE KE)

Namibia

Robcrt Kalomho, Hcad, Economic and Regional Development Department,
Namibia National Chamber of Commcrce and Industry, P.O. Box 9355,
Windhock (Tclefax: 228809)

Uganda

Robinah L. Sabano, Scnior Industrial Officer, Ministry of Trade and
Industry, P.O. Box 7103, Kampala (Tclephone: 254091-2,/265935)

Danicl M. Szubi, National Vice-Chairman, Uganda Small-Scale Industrics
Association (USSIA), Kaliro Ceramics, P.O. Box 84, Kampala
(Tclephone: 221785; Teclefax: 221038)




- 10 -

Unitced Republic of Tanzania

Barnabas P. Lyimo, Scnior Tradc Officer. Ministry of Industries and
Tradc, P.0. Box 9503, Dar-cs-Salaam (Tclephone: 33670/35002)

Bcrnard T. Millinga. Hcad of Department, Ministry of Industrics and
Tradc, P.0. Box 9503, Dar-cs-Salaam (Tclephonec: 33670/35002)

Epaincto Bcthucl Toroka, Dircctor-Cencral, Small-Scale Industrics
Organization (SIDO). P.O. Box 2476, Dar-cs-Salaam (Tclecphonc: 20802;
Telefax: 21011; Teclex: 41123 SIDEV)

Zambia
E.J. Tembo, Chairperson, Small-Scale Industriecs Association of Zambia

(SSIAZ). P. 0. Box 37156, Lusaka (Teclcphonc: 222508/224256)

Organizations of thc Unitcd Nations systcm

Intcrnational Labour Organisation (ILO)

S. Chuma-Mkandawire, Scnior Small Entecrprisc Development Officer,
4, route decs Morillons, CH-1211 Geneva 22, Switzerland
(Tclcphonc: 7997234; Telefax: 7988685; Telex: 415647 ILO CH)

Robert E. Nelson, Scenior Advisor in Small Entcrprisc Development,
21090 Bristol, Champaign, IL 61821, United Statcs of Amecrica
(Tclephone: 3330807)

UNIDO staff
Christian Zimmcrmann, Chicf, Unit for Common Topics, Systcm of
Consultations Division, Department for Industrial Promotion,
Consultations and Tcchnology.
Noba E. Allai, Industrial Devclopment Officer, Unit for Common Topics,
Systcm of Consultations Division, Decpartment for Industrial Promotion,

Consultations and Tcchnology

Stefan Bologna, UNIDO Countrv Dircctor, UNIDO Ficld Office, Nairobi, Kenya

UNIDO consultants

Jennifer Riria-Ouko, Managing Dircctor, Kenya Women Finance Trust Ltd.,
P.C. Box 55919, Nairobi, Kenya (Tclcphonc: 712823/712903;
Tclefax: 723883)

Alfred M. Shikhulc, Managing Dircctor, Highland Paper Mills Ltd.,
P.0. Box 1425, Fldorct, Kenya (Tclephonc: 32744; Teclefax: 62269)

Joseph K.A. Wiredu, Dcputy Dircctor, Management Development and
Productivity Institute (MDPI), P.O. Box 297, Accra, Chana (Tclephonc:
666597; Tclcfax: 666590)
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