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I ~1TROD!.!CT IO~ 

l. The ~orkshop on the Impact ot Structural Adjustment Policies on the 
Small-Seal~ Enterprise Sector in English-speaking ~frican Countries -as held 
in Nairobi. K~nva. from 13 to 16 Occc~bcr 1993. It ~as organi~cd bv the 
Unit~d Nations Industrial Development Organization (UNIDO). The meeting ~as 
attended by 21 participants from l African countries in which structural 
adjustment programmes had been implemented and 1 internatiorlc'll organization 
(sec annex I). 

2. The Workshop addressed the central issues related to the implementation 
of structural adjustment programmes and their implications 011 the existing 
small- and medium-scale enterprises in the concerned African countries. The 
aim was to develop a policy framework for the development and growth of small­
and medium-scale enterprises within the new network of conditions in which 
these enterprises will have to operate. 

I. CONCLUSIONc AND RECOMMENDATIONS 

Policy level 

3. New strategics. policies and programmes arc required for small-scale 
enterprise development following the libcral1zation of economics. 

4. The role of the governments should be significant in creating a conducive 
environment for private sector initiatives and especially for the small-scale 
and micro-enterprise sector to grow and prosper. Since this sector is 
recognized as an integral part of the entire economy. the legal and regulatory 
framework, and the system of tariffs should be reviewed with special focus on 
':arious clements of the structural adjustment programme and its implications 
on the sector to achieve trade liberalization. Special mechanisms should be 
put in place to review and monitor the implementation of policies and. where 
necessary. adjust the~ to the prevailing circumstances. 

5. In developing new strat~gies and policies. there should be a dialogue 
between the governmenr: and the main actors in the sector to facilitate cross 
fertilization of information about the structural adjustment programme. This 
dialogue should provide an opportunity to convey to the government the 
problems, needs and concerns of the sector. 

6. As ~ result of the implementation of the structural adjustment prograa:mc. 
retrenchment programmes should go hand in hand with training and retraining of 
affected people with a view to redirecting resou:·ces into sectors with 
development potential. Special attention should be given to entrepreneurship 
development supported by funds to set up private enterprises. 

7. Concerted effort focusing on both long- and short-term training and human 
resource development is needed. This calls for review and orientation of the 
education system to match the new requirements and needs of private sector 
devcl opment . 

8. With regard to privatization of public enterprises, due consideration 
should be given to the structure of ownership through the ccipital 111c1rk~t. If 
it docs not exist, cilternative mechanisms should be put in place to involve 
more ncitionals. 
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9. National priorities should be se. takinF; into considerat~on the 
comparative advantages of each indb·idual eountrv and/or sector. based on the 
av~ilabilitv of local resources such as ra• materials. skills. ;nfrastructurc 
etc. Small- and medium-scale enterprises should be identified as one of the 
priority areas in view of their potential tor emplovment generation. rural 
de ·clopment. innovation etc. 

10. In order to implement the structural adjustment programme 1o0i th a •human 
face•. its social dimension should be highly considered. In that connection. 
go,:ernments should provide safety nets to reduce the ne~ath:e impact on the 
society and reallocate resources to more productive sectors. 

11. The government is in itselt a big market. Any drive to promote the 
growth of small- and medium-scale enterprises should give special preference 
to goods and services from the sector. In addition. specific policies should 
be developed to support the marketing of its goods and services. 

12. As part of technology transfer, and in view of the need for utilizing 
more local resources, subcontracting between the large- and small-scale 
enterprise sector snould be encouraged through sp~cial government incentives 
and policy measures. 

13. As part of government 
performance by the sector. 
introduced to co"·er vari :>Us 
employment. innovation etc. 
exhibitions and fairs would 

inducement to increased production and project 
national enterprise award schemes should be 
aspects of industry. e.g. exports. turno·:er. 

National small- and medium-scale enterprise 
be part of the incentive efforts. 

14. Development finance institutions for small - and medium-sc:1le enterprises 
should be encourag~d and induced to channel a portion of available funds to 
women enterprises. 

Institutional level 

1). As one of the requirements of the structural adjustment programmes. 
African countries arc shif~ing from public to private sector-led development 
strategics with more emphasis being placed on the development of small- and 
medium-scale enterprises. Whereas the government shou~d encourage the growth 
and functioning of private institutions, it should at the same time retain 
existing useful public institutions; however. these institutions should be 
re:aructured and strengthened to enable them to be run efficiently and 
professionally without political interference. Furthermore. they should be 
able to sustain themselves by co:11111ercializing their services. However. in 
cases \>'here the scrvic~s such as research. training etc. arc for promotion 
purposes. the costs should be borne by tax payers. In countries where there 
is no existing institutional framework, such a framework should be set up to 
support the development and growth of the small-scale enterprise sector. 

16. Networking and coordination between all actors involved in the sector 
should be enhanced to contribute to solving problems of overlap and 
duplication of responsibilities and activities. Actors, especiallv NCOs. 
should set acceptable. clearly defined goals and objectives and be encouraged 
to implement growth-oriented acLivitics. 
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Financi.ng 

17. In a period of econon:ic trans1t1on. nationai ~ovcrnments should initiate 
a survey of credit needs of the small- and medium-scale enterprise sector 
based on defined objccth·es and priorities \:ith a ,.-ic,.. to formulating 
appropriate policies and strategics to meet the needs of the sector including 
l i.na.ncing. 

UL Some of the procedures used [or access to credit bv small and 
medium-scale entrepreneurs. especially those in the lo,.-cr segment ot the 
sector. arc time-consuming. cumbersome and frustrating. In the interest of 
.;;;eedy disbursements. these procedures ought to be reviewed and simplified. as 
.J.rpropriate. 

1°. National governments should revic,.. the b~rden on collateral requirements. 
sine~ it is a major obstacle inhibiting the development of small- and 
medium-scale enterprises. '!"here should also be a revie\: of the role of the 
Central dank for the development of sma~l and mcdium-5cale enterprises. since 
in most African countries they arc silent spectators rather than active 
part i..:i pants_ 

20. Lending to the sector by credit cooperative insti·cutions such as savings 
and credit cooperati'-·c societies (SJ\CCOs) shou!.d be supported in order to 
assist entrepreneurs of small- and mcdium-sc~lc enterprises in rural areas. 
Such cooperative credit might include mutual guarantee schemes. furthermore. 
credit to the sector, especiallv micro-ent.erprises. by non-com·entional 
national in~titutions should be encouraged. 

21. Technical assistance for the prep"ration of feasibility studies for 
project development is needed. Such assistance requires special 
pre-investment study funds. It would be desirable that part of the proceeds 
of privatization be channelled to a special fund devoted t~ finance both 
pre- im·estmcnt studies and selected bank.able projects in order to help create 
more entrepreneurs ol small- and medium-scale enterprises. This might include 
support to equity investments on terms and conditions to be agreed upon. 
These projects should be subject to effective post-finance monitoring and 
evaluation bv the relevant go\·ernmental agencies and/or NGOs. 

22. The creation and support of national a~~ociations for Sillall- and 
medium-scale enterprises should be encouraged as far as possible. Such 
associations should be made aware of loans being disbursed to the sector so 
that they mav influence the performance of projects in regard to repayment 
development of management training progralDlllC:S. information on available 
technological alternatives etc. 

23. National governments. through their central banks. ought to consider 
special incent~ves for the co111111crcial banks and other financing institutions 
to provide special windows to small- and m~dium-scale enterpi :ses in their 
lc.:nding. 

Cooperation 

24. National apex bodies and small- and medium-scale enterprise associations 
should initiate fora. supported bv UNIDO. to foster reg\onal and interregional 
cooperation and networking and facilitate exchange of experience and ideas. 
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25. In view of the significance of the micro-enterprise sector. L'NIDO and 
other concerned agencies should consider facilitating another forum to address 
the needs and concerns of the sector. 

26. Realizing that in the past implementation of recol'illllcndations of mcctinhs. 
workshops and seminars on the small-scale enterprise sector wa5 poor or 
lacking. l'NIDO is requested to address the report of the ~ork5hop to the 
relevant national offices. This ought to be followed up by L~!IDO's country 
reprcsentatb·es in conjunction with participants from each countrv or the 
concerned apex bodies/associations. 

II. ORGANIZATION OF THE WORKSHOP 

Opening of the Workshop 

27. The Chief of the Unit for Common Topics of UNIDO's System of 
Con~ultations Division expressed a warm welcome to the participants and 
thanked the Covernmcnt of Kenva for hosting the Workshop in Nairobi. He 
underlined the importance that UNIDO attached to the development and growth of 
small- anrl medi~-scalc enterprises includin~ micro-enterprises. He stated 
that the decision to hold this Workshop was in recognition of the fact that 
the sma~l-scale enterpLise sector was the backbone of the economy 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 
recommendations of the First Consultation on Small- and Medium-Scale 
Enterprises including Cooperatives organized by UNIDO at Bari, Italy. in 
October 1989. He underlined that one of the overriding conclusions of the 
Consultation was to call on nati~nal governments supporting institutions 
charged with the development of individual small-scale industry units to share 
their responsibility with the private sector. Althougt. at present, the 
private sector is recognized as the "wave of the futu~e·. national governments 
should pursue their necessary and indispensable role of creating the proper 
environment by designing and implementing the required policy framework for 
the development and growth of small- and medium-scale enterprises in response 
to the prevailing new network of conditions in which these enterprises will 
have to operate. 

Election of officers: 

28. The following officers wctc elected: 

Chairperson: 

Vice-Chairperson: 

Rapporteur: 

Alfred M. Shikhulc (Kenya), Managing Director, 
Highland Paper Mills Ltd. 

Robinah L. Sabano (Uganda), Senior Industrial 
Officer, Ministry of Trade and Industry 

Robert Kalomho (Namibia). Head, Economic and 
Regional Development Department, Namibia National 
Chamber of Commerce and Industry 
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Adoption of the agendu 

29. The Workshop adopted the follo•ing agenda: 

(a) Opening of the ~orkshop 

(b) Election of Chairperson. Vice-Chairperson and Rapporteur 

(e) Adoption of the agenda and organization of work 

(d) Present situation. problems and prospects of small- and medium-scale 
enterprises under structural adjustment programmes in 
English-speaking African countries 

(c) Discussion on key issues: Policy and lLgal framework: 
institutional infrastructure; financial policy; international. 
regional and national cooperation 

(f) Adoption of conclusions and recommendations of the Workshop 

(g) Clos~rc of the Workshop 

III. SUMMARY OF DISCUSSIONS 

30. During t:hc introduction of the subject. the UNIDO consultants presented 
their views on the impact of structural adjustment policies in five selected 
countries of the target group. namely Ethiopia. Chana. Kenya. the United 
Republic of Tanzania and Zambia. The case studies, which were based on the 
practical experience gained during their visits to the respective countries, 
focused on three major problem areas: 

(a) Policy and legal framework for developing the target sector; 
creation of t:he frame,..ork and its implementation; 

(b) Institutional environment required to enable the growth of 
individual units; type and functions of institutes to support small-scale and 
micro-enterprises; ~equircd change from govcrnnment to private institutional 
support; role of the Government, NCOs, associations etc. 

(c) Provision of finance to small-scale and micro-enterprises to satisfy 
their needs for investment/working capital; practical ~bstaclcs in obtaining 
access to sources of finance from banks and other financial institutions. 

31. After the introductory presentations, other participants gave a summary 
ot the potential and factors inhibiting the development of small- and 
medium-scale enterprises in their countries. The problem of the impact of 
structural adjustJDent policies on national economics as a whole was also 
mentioned. Scme participants alleged that .so far the policies had not 
produced the expected results. On the contrary, instead of restoring the 
conditions of sustainable growth, these adjustment policies had indeed 
depressed the economy of most countries. In man/ cases, the consequen~~s had 
been relatively high rates of unemployment an~ of irflation. 

12. Since the .small - and medium-scale enterprise sec:or was an effective 
agent for industria1 transformation, almost all participants emphasized the 
need to r~vlcw the existing legal and r~gulatory framework. including thc 
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tiscal and financial policil.·.:>. in ordu.- tu cn:.'.itc ~he ::::.:.ch-needed hcnlthv 
climate for the development and gro•th cf small - and medium- scale enterprises. 

33. It was noted that in many African countries industrial policies were 
undergoing profound changes in fa'l.·our of the private sector. The trend 
towards economic pragmatism was very encouraging. among others. since it 
offered 'l.·ast opportuni tics for cooper at ion in the development of small - <ind 
medium-scale enterprises with a view to increasing national economic output 
and employment generation. The new policy measures being pursued and/or 
enacted in some countries had been a good sign. The rcnc•ed interest in 
promoting private small- and medium-scale enterprises was a cornerstone in 
those efforts. 

34. Some participants were of the opinion that libcrali=ation of economics 
without a •human face• would not survive in the long run. Following the 
implementation of structural adjustment programmes. services had been made 
more expensive and government bonds absorbed a high percentage of all the 
funds available in some countries. Prospects for industrv to have access to 
credit were also little. 

35. It was proposed that national governments. as part of their inducement to 
increased production and enterprise performance, couJd introduce national 
enterprise award schemes to cover various industrial sectors based on criteria 
such as level of e~ports. turnover. employment, innovation etc. Other 
measures of a promotional nature such as national small- and medium-scale 
enterprise exhibitions and trade fairs would also have to be considered as 
part of those government efforts. 

36. Suggestions were made for the establishment of a Pan-African Association 
of Small-Scale Industry. Although some participants were reluctant to support 
such a proposal due to the weakness of existing national associations in most 
African countries. the majority was in its favour and stressed that clearly 
designed objectives should be a priority of strong and operational national 
associations. 

37. Attention was drawn to the importance of capacity building. National 
governments were encouraged to give due consideration to training programmes 
for govcrrJDcnt execution of bilateral and/or multilateral projects as well as 
for entrepreneurship development. 

38. A number of par~icipants felt that there was a need to create 
institutional bodies. wher~ they did not exist. and to coordinate all 
activities taking place in the field of development of the small-scale 
enterprise sector. Special emphasis was given to the need for acceptable. 
clearly defined goals and objectives regarding the projects implemented by 
actors such as non-governmental organizations (NCOs). These services should 
have a growth-oriented impact. In addition. several participants stressed the 
need for carrying out a post-finance monitoring and evaluation of all projects 
prepared and implemented by the relevant governmental agencies or NCOs 
involved in small-scale enterprise promotion . 

39. Most participants pointed out that one of the many prerequisites for 
economic and financial viability of small-scale enterprises was experience and 
professional expertise in management. In that connection. there is an urgent 
need for promoting the spirit of ~nterpriscs through well-designed training 
programrr~s to meet the requirements of potential and existing entrepreneurs. 
rlue 'lccount being taken of the locc:il conditions. 
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40. Reference was made to the success of industrial and service cooperati'l:cs 
in providing support in marketing. procurement of raw materials and even in 
technical consultancy and extension services. Howe"·cr. general concern was 
\•oiccd about access of small- and medium-scale enterprises to financial 
institutions. One participant mentioned the phvsical and psychological 
distance to be o\·crcomc in order for small- and medium-scale enterprises 
including micro-enterprises to have access to credit. JI.nether p<irticipant 
indicated that financing did not usually reach the smullcst of the small-scale 
enterprises. The time factor involved in obtaining finance was also 
considered to be. critical. Too 111Uch time t.ras often spent in project 
appraisal: hence. there was a need for simplifying the procedures for loan 
approval. 

41. In some countries measures t.rere necessary to provide mechanisms for the 
procurement by large cnterpri.scs of goods produced by small- and medium-scale 
enterprises. The establishment of subcontracting exchanges was also 
proposed. The need for providing measures to ~itigate undue foLcign exchange 
risks experienced by entrepreneurs was also mentioned. 

42. Several participants disclosed that more people had become very active by 
themselves in undertaking private businesses. In this regard, they suggested 
that part of the privatization proceeds be earmarked for the funding cf 
private initiatives and particularly those of retrcnchces due to the 
implementation of the privatization programmes. 

43. Concern was expressed about the need for effective implementation of 
small- and medium-scale enterprise policies and programmes. A number of 
participants suggested that the results of seminars/workshops be addressed to 
the relevant national offices in African countries to assist policy 
decision-makers ir. defining clear guidelines for putting these results into 
practice. A high-powered national body should be set up for that purpose. 
Apart from coordinating and monitoring the formulation and implementation of 
policies. programmes and projects, the other task should be to create, sustain 
and maintain a permanent dialogue between the main actors involved in the 
development of the overall national economy: investment promotion centres. 
research and development institutions, national associations of small- and 
medium-scale enterprises. financial institutions. NCOs, chambers of commerce 
and the like. 

• 
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Annex I 

LIST OF Pl\RTICIPANTS 

Ethiopia 

Semeab Asseffa. Head. Production Sector. Ministl·v of Industry. 
P.O. Box 704. Addis Ababa (Telephone: 5116lj/518025) 

Mulatu Zerihun. Senior Economist. Ministry of Industry. P.O. Box 704. 
Addis Ababa (Telephone: 154406) 

Dzinadzom K. Ahadzi. Ag. Secretary-General, Association of Small-Scale 
Industries (ASSI). P.O. Box 15578. Accra (Telephone: 227028; 
Telefax: 665571/773068) 

Arthur Ankrah, Deputy Chief Manager, Fund for Small and Medium Enterprise 
Development, Bank of Ghana, P.O. Box 2674. Accra (Telephone: 666902-8; 
Telex: 2542) 

Hussein Awale. Chairman, Tanners Association, and Director. Bulleys 
Tanneries. P.O. Box 46, Limuru (Telephone: 21941-4; Telefax: 22387) 

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

Charles Kamidi, Supervision Hanager, Kenya Industrial Estates Ltd. (KIE). 
P.O. Box 78029, Nairobi (Telephone: 542300) 

Gabriel M. Musilu, Business Advisor, Small Enterprise Development 
Programme, Federation of Kenya Employers. P.O. Box 48311. Nairobi 
(Telephone: 720120/720295/720242; Telefax: 721990; Telex: 22642 FKE KE) 

Titus M. Waithaka, Executive Officer, Federation of Kenya Employers. 
P.O. Box 48311. Nairobi (Telephone: 720120/770295/720242; 
Telefax: 721990; Telex: 22642 FKE KE) 

Namibia 

Robert Kalomho. Head, Economic and Regional Development Department, 
Namibia National Chamber of Commerce and Industry. P.O. Box 9355, 
Windhoek (Telefax: 228809) 

Uganda 

Robinah L. Sabano, Senior Industrial Officer, Ministry of Trade aud 
Industry, P.O. Box 7101, Kampala (Telephone: 254091-2;265935) 

Daniel M. Ssubi, National Vice-Chairman, Uganda Small-Scale Industries 
Association (USSIA), Kaliro Ceramics, P.O. Box 84, Kampala 
(Telephone: 221785; Telefax: 221038) 
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United Republic of Tanzania 

Barnabas P. Lyimo. Senior Trade Officer. Ministry of Industries and 
Trade, P.O. Box 9503. Dar-~s-Salaam (Telephone: 33670/35002) 

Bernard T. Millinga. Head of Department. Ministry of Industries and 
Trade. P.O. Box 9503. Dar-cs-Salaam (Telephone: 33670/35002) 

Epaineto Bethuel Toroka. Director-General. Small-Scale Industries 
Organization (SIDO). P.O. Box 2476. Oar-cs-Salaam (Telephone: 20802; 
Telefax: 21011; Telex: 41123 SIOEV) 

Zambia 

E.J. Tembo. Chairperson, Small-Scale Industries Association of Zambia 
(SSl.l\Z). P. 0. Box 3/156, Lusaka (Telephone: 222508/224256) 

Organizations of the United Nations svstcm 

International Labour Organisation (ILO) 

S. Chuma-Mkandawire. Senior Small Enterprise Development Officer. 
4. route des Morillons. CH-1211 Geneva 22. Switzerland 
(Telephone: 7997234; Telefax: 7988685; Telex: 415647 ILO CH) 

Robert E. Nelson. Senior Advisor in Small Enterprise Development. 
21090 Bristol, Champaign. IL 61821. United States of America 
(Telephone: 3330807) 

UNIDO staff 

Christian Zimmermann. Chief. Unit for Common Topics, System of 
Consultations Division. Department for Industrial Promotion. 
Consultations and Technology. 

Noba E. Allai, Industrial Development Officer, Unit for Common Topics, 
System of Consultations Division, Department for Industrial Promotion, 
Consultations and Technology 

Stefan Bologna, UNIDO Countrv Director, UNIDO Field Office, Nairobi, Kenya 

UNIDO consultants 

Jennifer Riria-Ouko, Managing Director, Kenya Women Finance Trust Ltd .. 
P.O. Box 55919, Nairobi, Kenya (Telephone: 712823/712903; 
Telefax: 723883) 

Alfred M. Shikhulc, Managing Director, Highland Paper Mills Ltd., 
P.O. Box 1425, F.ldoret, Kenya (Telephone: 32744; Telefax: 62269) 

Joseph K.A. Wiredu, Deputy Director, Management Development and 
Pr~ductivity Institute (MDPI), P.O. Box 297, Accra. Chana (Telephone: 
666597; Telefax: 666590) 

, 
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