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SUMMARY OF THE IN-DEPTH PROJECT EVALUATION 

Project title 

Project number 
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Executing agency 

Government 
implementing agency 

UNDP budget 

Government budget 
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Operations started 
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Birr 19,122,168 (in kind) 
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Immediately upon approval, since the 
project is a continuation of Phase II 

I. Objectives and outputs of the HASIDA project 

The project as conceived had the following objectives: 
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To enable HASIDA to provide an acceptable level of 
technical, engineering, marketing, financing and managerial 
services to small-scale industries and private co-operatives in 
the country. 

The following project outputs were planned: 

1. Technical and Engineering Extension Department (TEED) 
fully operational. 

2. Training and upgrading of planning and management 
capacity in the Project Preparation Department. 

3. Information and data processing capacity created in the 
Department of Project Preparation. 

4. Pilot textile industrial co-operative operational. 

5. Pilot sheet metal industrial co-operative operational. 
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II. Purpose of the evaluation mission 

The basic purpose of the in-depth evaluation is to reorient 
the project in the light of the new economic policy and bring in 
a sharper focus on to promotion of private sector small-scale 
industries, extension services, technical assistance, rural 
industries, etc. It also examined the issue of the restructuring 
of HASIDA which is being taken up by the Government for more 
efficient operation. 

In accordance with the provision of the UNDP policies and 
procedures manual (PPM), the in-depth evaluation would: 

(a) assess the achievements of the project against its 
objectives and expected outputs, including a re­
examination of the project design and extended 
assistance in the light of the recently adopted new 
economic policy; and 

(b) identify and assess the factors that have facilitated 
the achievements of the project objectives, as well as 
those factors that might have impeded the fulfilment of 
those objectives. 

III. Findings of the evaluation mission: 

The TEED (output 1) is housed in suitable premises, but is 
only partially operational as the casting (foundry) facility is 
not yet ready. The machine shop renders spare parts production, 
maintenance service, tooling of a simple nature and inter­
department services. Thirteen staff members received training in 
various fields of study, mostly in the UK and a seven-man study 
tour (in two groups) was conducted in Turkey and Ireland and in 
India and South Korea (output 2). 

One personal computer (PC) is now in place and four PC LAN 
(local area network) have been ordered with delivery expected in 
July 1992. Manual data collection and recording that conforms to 
the design input format for the computer has started. The 
installation of the LAN would make the developed programmes 
operational and introduce the exchange of information among the 
concerned departments in the network (output 3). 

The pilot textile plant is not yet operational due to the 
missing equipment in the preparation phases (output 4). The 
dispute with the Indian suppliers has to be resolved and the 
missing parts supplied. Indigenous efforts which have rendered 
the looms operative without the instruction and operation manual 
are highly commendable, but the looms rely on the preparation 
phases. 
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The pilot sheet metal facility is also not yet operational 
(output 5). Its building has recently been completed and almost 
all the machines have been installed. Fifteen co-operative 
members have been trained. Preliminary tests have been made with 
provisional power connections. What remains for commissioning 
and start-up is two obtain at least two dies and raw materials. 

It has now become apparent that the cost of the equipment 
required was underestimated. The complexity and magnitude of 
engineering work and limited capability of HASIDA made the 
planned 18 months duration of the project very short. The 
implementation of the project has faced several problems and the 
progress of the project is less than planned. Additional budget 
allocations is required to complete the project. 

The evaluation mission, however, believe that the project 
has achieved reasonable results considering its short duration 
and the delays that were encountered. But its full potential has 
yet to be achieved. 

IV. Recommendations of the evaluation mission 

1. The project should be completed as originally planned 
and the project period extended until 31 March 1993. The project 
should not be linked to new or additional activities so as not to 
further delay its successful conclusion. As a manifestation of 
its commitment, all government pre-requisites in terms of civil 
works should be met. The additional budgetary requirements to 
complete the project should be allocated and the necessary 
experts fielded in a timely manner. 

2. In preparation for the next (fifth) cycle, a mission 
should be sent within the next three months to formulate an 
integrated "Private Sector Small-Sea le Industry Development" 
project. In the process, the mission should also advice and 
assist the government in preparing an integrated small-scale 
industry promotion and development strategy. 

To the Govern.ment/HASIDA 

3. As the focal point of SSI promotion and development in 
the country, HASIDA should be re-structured to become a semi­
autonornous, income-generating organization. It will be managed 
by an independent Board or Council consisting of members corning 
from institutions supporting SSis such as the Ministry of 
Industry, banks, industry associations and women's groups. A 
majority of the nembers, including its Chairperson, will come 
from the private sector. 
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4. HASIDA should be purely a promotional and developmental 
institution and its activities re-oriented. All regulatory and 
control functions should remain with the Ministry of Industry. 

5. All technical centres of HASIDA should also operate as 
semi-autonomous, income-generating units linked to HASIDA for 
purposes of co-ordination. The centres should provide proactive 
technical services, training and extension services. HASIDA 
should co-ordinate with and avail of the services of other 
centres such as the Engineering Design and Tool Centre. 

6. Twinning arrangements with similar institutions abroad 
should be initiated by HASIDA with UNDP/UNIDO assistance using 
the TCDC approach. 

7. Specific recommendations to improve the delivery of the 
five outputs of the project have been given for the consideration 
of HASIDA. 

To UNDO/UNIDO 

8. HASIDA should continue to be strengthened in view of its 
relevance to the new economic policy. As a pre-condition for 
future, HASIDA should be able to demonstrate its capability for 
income~generation. 

9. The co~pletion of the foundry workshop should be sub­
contracted to ensure that all aspects to put it into operation 
will be under the responsibility of one party. 

V. Lessons learned 

The risks involved in implementing projects should be 
carefully assessed, especially in abnormal situations. Allowances 
for normal delays should be given in the delivery of certain 
inputs. The choice of equipment suppliers is critical and 
consideration should be given to their experience in developing 
countries and the services they provide. The sustainability of 
the project shou~d be demonstrated from the very beginning. 

VI. Evaluation ~earn 

The team me~bers for the in-depth evaluation mission were: 

Yusef K. M zhar 
Leon V. Ch co 
Belete Dem ssie 

UNDP Representative (Team Leader) 
UNIDO Representative 
Government Representative [] 
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EXPLANATORY NOTES 

Dates divided by a slash (1991/92) indicate a financial 
year. Dates divided by a hyphen (1990-1991) indicate the full 
period, including the beginning and end years. 

References to dollars ($) are to the United States dollars, 
unless otherwise stated. 

The exchange rate of the local currency since 1974: 

1 US$ = 2.07 Birr 

Totals may not add precisely due to rounding. 

In Tables: 

Three dots ( ... ) indicate the data are not available or not 
separately reported; 

Two dashes (--) indicate that the amount is negligible or 
nil; 

A hyphen (-) indicates that the item is not applicable. 

Abbreviations Used: 

EDTC 

GDP 

GNP 

HA SIDA 

MOI 

ONCCP 

SSI 

SMI 

TEED 

TYPP 

UNDP 

UNI DO 

Engineering Design and Tool Centre 

Gross Domestic Product 

Gross National Product 

Handicrafts and Small-Scale Industries Development 
Agency 

Ministry of Industry 

Office of the National Committee for Central 
Planning 

Small-Scale Industries 

Small and Medium-scale Industries 

Technical and Engineering Extension Department 

Ten Year Perspective Plan 

United Nations Development Programme 

United Nations Industrial Development Organization 
[ ] 
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BASIC ECONOMIC INDICATORS 

GDP (1988) 

GNP per capita (1988) 

GDP growth rate (1980-1988) 

Agriculture (1988) 

Industry (1988) 

Manufacturing (1988) 

Services (1988) 

Exports of goods (1988) 

Population (1989) 

Population growth (1980-1989) 

Area 

Density of population (1989) 

$4,950 million 

$120 

1.4 percent per annum 

42 percent of GDP 

17 percent of GDP 

12 percent of GDP 

40 percent of GDP 

11 percent of GDP 

49.5 million 

2.9 percent per annum 

1,222,000 square kilometers 

4.0 persons per sq. kilometer 

[ ) 
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INTRODUCTION 

Project DP/ETH/86/027 is the third phase designed to assist 
the development of small-scale private industries and handicrafts 
in Ethiopia. It is referred to as Handicrafts and Small-Scale 
Industries Development - Phase III. The project is a continuation 
of the earlier Phase II Project DP/ETH/83/024. Although there 
are new elements in the third phase, its main purpose is to speed 
up and complete activities which have been initiated in the 
earlier phase. 

The total UNDP assistance earmarked for the project was 
$965,396 (increased to $1,250,565 in the latest budget revision). 
The anticipated duration of the project was 18 months, from July 
1989 to December 1990. The project document was prepared for 18 
months based on the recommendations of the action committee of 
UNDP in New York and discussions with the UNDP office in Addis 
Ababa. It is intended to be for the first part of the 42 months 
originally envisaged as the project's duration. ·The second part 
for the remaining 24 months was to be prepared based on the 
recommendations of the in-depth evaluation to be conducted. 

The in-depth evaluation was orginally foreseen to take place 
in September 1990. However, due to the overall delays in project 
implementation, the in-depth evaluation had been earlier shifted 
to December 1991. In view of the fundamental socio-economic 
changes that were taking place in the country, the in-depth 
evaluation had to be further postponed at the request of the 
Government until after the announcement of the new economic 
policy. 

The project was designed in the old environment and its 
objectives were formulated in accordance with the national 
economic policies in force at that time. The National Economic 
Policy Declaration of 1975 and the proclamation on 11 The 
Government ownership and Control of the Means of Production" 
stipulated that the industrial activities that may be undertaken 
by the private sector, under government control, were limited to 
food processing, small- and medium-scale weaving, knitting and 
tailoring, wood products, fabrication of metal products, cottage 
industries and handicrafts. There were also ceilings on 
investment and complex regulatory mechanisms. 
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In contrast, the new Economic Policy for the Transitional 
Period limits the role of the State: "The state ownership of 
industry will be limited to a selected number of key 
establishments that are essential for the development of the 
economy. The state will play a constructive role in stimulating 
growth with greater participation of the private sector.'' There 
are adequate guarantees to private capital and it is allowed to 
participate in industrial development without any capital 
limitation. Therefore, the project has to be re-oriented in 
the light of the new economic policy. 

The development of small- and medium-scale industries (SMI) 
is a priority. As an institution (with its facilities) expected 
to provide assistance in the development of SMI, the HASIDA is 
very relevant in the new environment. However, they should be 
re-oriented to meet the new policy objectives. The in-depth 
evaluation is expected to provide guidelines on the restructuring 
of the management structures for HASIDA and its facilities and 
recommendations on the re-orientation and revision of the 
technical co-operation project. 

Accordingly, in a project meeting held on 19 March 1992 
between the Ministry of External Economic Relations (MEEC), UNDP, 
UNIDO and the project management of HASIDA, it was recommended 
that an in-depth evaluation be carried out for the project so as 
to be able to re-orient the project to be in conformity with the 
new Economic Policy which lays particular emphasis on the 
promotion of the private sector; and to restructure the 
management of the institution to enable them to meet the newly 
emerging needs of the private and public sectors and render 
extension and technical assistance services more effectively and 
efficiently, and be income-generating. 

In accordance with the provision of the UNDP policies and 
procedures manual (PPM), the in-depth evaluation would: 

(a) assess the achievements of the project against its 
objectives and expected outputs, including a re­
examination of the project design and extended 
assistance in the light of the recently adopted new 
economic policy; and 

(b) identify and assess the factors that have facilitated 
the achievements of the project objectives, as well as 
those factors that might have impeded the fulfilment of 
those objectives. 

The full Terms of Reference for the in-depth evaluation is 
given as Annex J. 
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The mission started its work in Addis Ababa on 13 May 1992 
and submitted its preliminary findings and recommendations to the 
Government and UNDP/UNIDO on 22 May 1992. The team members for 
the mission were: 

Yusef K. Mazhar 
Leon V. Chico 
Belete Demissie 

UNDP Representative (Team Leader) 
UNIDO Representative 
Government Representative 

The mission held meetings with UNDP/UNIDO, Ministry of 
Industry and HASIDA representatives, co-operatives and small 
-scale industry officers and representatives of other agencies. 
It visited the facilities of HASIDA, selected co-operatives and 
small-scale industries. The key persons consulted and key places 
visited are given in Annex II. 

The mission obtained the full support and co-operation of 
the Government led by the Vice Minister of Industry (Dev) 
Assefa Kebede, the Head of the UN Desk of the Ministry of 
External Economic Co-operation Dr Kebede Tiku, and the National 
Project Officer Dr Gulelat Kebede, the UNDP led by Resident 
Representative Timothy Painter and Deputy Resident Representative 
Babashola Chinsman, and the UNIDO field office led by Country 
Director Dr Peter Manoranjan and JPO Claudia Linke. [] 
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I. PROJECT CONCEPT AND DESIGN 

A. socio-economic and institutional context of the project 

When the project was conceived, the industrial sector in 
Ethiopia was at a very low stage of development and still played 
a limited role within the economic panorama. It accounted for 
only 10.6 percent of the Gross Domestic Product (1986) as 
compared to the agricultural share of around 50 percent and 
services of 35 percent. The industrial sector provided only 3-5 
percent of the employment while agriculture provided around 85-87 
percent and services 10 percent. 

The handicrafts and small-scale industries (SSI) sectoral 
value added was estimated at Birr 339.1 million, corresponding to 
3.8 percent of GDP in 1984. The sector, therefore, played a 
significant role within the industrial sector, most probably even 
more than highlighted by the statistical figures because of the 
informal nature of production methods. 

HASIDA (Handicrafts and Small-Scale Industries Development 
Agency), created in 1977, was responsible for the development and 
implementation of policies and also for encouraging the 
establishment, growth and expansion of handicrafts and small­
scale industries within guidelines established by the Ministry of 
Industry. 

According to the definitions provided in the proclamation 
that created HASIDA, "handicraft" is defined as ''any 
manufacturing activity which predominantly uses manual skills and 
hand-tools" and ''small-scale industry'' is defined as "any 
manufacturing activity which normally uses motive power and 
machines and which has fixed assets the value of which does not 
exceed 200,000 Birr excluding buildings and land improvement''. 
The Governnent raised the ceiling for fixed assets to 2,000,000 
Birr for ssr and 4,000,000 for cooperatives on 16 June 1989. 

There were two groups within the small-scale industries 
sector: artisanal (informal) and formal. Among the services 
provided by HASIDA were project appraisal, assistance in 
obtaining goods from local suppliers and securing foreign 
exchange for imports, when required. These services were provided 
equally to the individual firm and the cooperative for a minimum 
fee. According to a survey carried out by HASIDA, there were 
7,000 manufacturing enterprises operating in the private sector 
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in 1985 employing some 36,000 workers with a total investment of 
about 200 million Birr. In addition, there were 810 industrial 
co-operatives in 1983/84 with a total membership of 38,528 
producing goods and services worth 225 million Birr. Within the 
co-operative sub-sector, tailoring and weaving were by far the 
most dominant activities (96 percent of total co-operative 
membership). 

The development of SSI faced a major problem in the shortage 
of raw materials, imported as well as locally produced. This was 
a nationwide problem, but for SSis it was especially acute. SSis 
were operating at a very low capacity; on the average between 15 
and 30 percent. Usage of simple, traditional and inefficient 
methods of production and technologies, poor management, 
acute shortage of trained and skilled manpower were among the 
major problems hampering the development of the sector. 

Despite these problems, there was in the country a high 
propensity to invest: in 1987/88 HASIDA received about 400 
applications for establishing new enterprises, equivalent to 5 
percent of the total number of SSis that were then in operation. 
Most of the total investment cost were financed by private 
savings: over the past five years, about 65-70 percent of the 
total capital was in the form of equity contribution. This 
apparent paradox can be explained by the likelihood of high 
liquidity outside of the banking system in private hands which is 
not, and will not be, useful to the economy unless secure 
investment opportunities are perceived to exist. On the other 
hand, the foreign exchange allocated was not sufficient to keep 
existing enterprises operational. HASIDA was heavily engaged in 
creating a better climate for private investors and in organizing 
and assisting private entrepreneurs and co-operative members to 
stimulate the development of this key sector of Ethiop~an 
economy. 

The Government laid 
that covered the period 
small-scale industries. 
which include: 

down a ten year perspective plan (TYPP) 
1984/85-1993/94 for the development of 
The TYPP contains a set of strategies 

ensuring that all industries work at full capacity; 

raising both the level and rate of investment; 

increasing labour productivity through training 
programmes; 

promoting and strengthening handicraft industry by 
organizing handicraft workers under service and producer 
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co-operative societies by training and helping them use 
improved (modern) technologies thereby transforming them 
step by step to a level of small-scale industries; 

developing design, engineering and research capabilities 
so as to enhance capability in the choice of technology; 

creating additional capacities by encouraging producers 
co-operatives as well as individuals to actively engage 
in promoting handicraft and small-scale industries; and 
toward this end, motivating them through appropriate 
credit and tax policies, and provision of necessary 
assistance in the supply of raw materials and the 
marketing of their output; and 

facilitating the establishment of factories in each 
region through a proper assessment of its natural 
resources with a view to bring about, in relative terms, 
a balanced regional distribution of of industries, to 
strengthen HASIDA's regional offices and encouraging 
interdependence between large and small-scale industries 
to enhance their joint development. 

The Ethiopian Workers Party adopted a policy framework in 
its 9th central committee plenum in November 1988 to increase the 
role of the private sector in the small-scale industry sector, in 
employment generation and in production of consumer goods and 
export items through greater economic linkage with public 
industrial enterprises. This became in force as of 16 June 1989. 

HASIDA discharged its duties mainly through its operational 
departments which include: 

(a) Technical and Engineering Extension 

(b) Industrial and Co-operative Promotion 

(c) Project Preparation 

(d) Industrial Licensing and Registration 

(e} Information and Documentation 

(f) Ethiopian Handicraft Centre 

The services of HASIDA extended to the different regions 
through 15 regional offices. (The country is currently divided 
into 14 regions, including Addis Ababa.) 
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Other government agencies and organizations also influenced 
the development of handicraft and small-scale industries sector. 
These are: 

Office of the National Committee for Central Planning 
(ONCCP}, which plans and supervises the implementation of 
national and sectoral development; 

Ministry of Finance affects the sector through its budget 
allocation; 

National Bank of Ethiopia through credit and monetary 
policy; 

Ministry of Urban Development and Housing assigns land 
and issues construction permits for new establishments; 

Ministry of Domestic Trade issues domestic trading 
license and controls prices; 

Ministry of Foreign Trade issues export license and 
authorizes import and export of commodities; 

Ministry of Transport and Communication provides 
transport facilities for goods produced and machineries 
and raw materials imported; 

Ministry of Labour and Social Affairs controls and 
supervises labour relations and workers' safety; 

The Ethiopian Chamber of Commerce provides a wide range 
of services to small-scale industries in locating foreign 
markets, organizing seminars on basic management skills, 
organizing exhibitions and carrying out market studies 
for products of small-scale industries. 

HASIDA was assisted by the UNDP during the second and the 
third country programmes. Under the first project (DP/ETH/77/018) 
the Agency in its formative stage was provided mainly with 
"software" assistance in the form of experts and training. 
During the third cycle, UNDP assistance significantly expanded 
(DP/ETH/83/012) to include key items of equipment for a number of 
HASIDA training and technical departments, notably its Technical 
and Engineering Extension Department (TEED) and two pilot 
industrial co-operatives designed to serve as training and 
demonstration facilities. 

HASIDA also gets complimentary assistance from the European 
Economic Commission (EEC), International Labour Organization 
(!LO}, the Chinese and Indian governments. 
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The Chinese government provided expert and material 
assistance in bamboo and cane craft and design technology. The 
Chinese experts conducted 'training programmes for participants 
from various co-operatives and government organizations. In 
collaboration with the Indian government, HASIDA was exerting 
efforts to establish an industrial estate which was to be the 
first of its kind in the country. The assistance received from 
ILO focused on training. Project proposals were submitted to the 
EEC to utilize the fund earmarked by the EEC for the development 
of handicrafts and.small-scale industries in Ethiopia. 

B. Project Document 

The project document identifies the development objective as 
the following: 

"Development of industrial production through the expansion 
of the small-scale industry sector in both urban and rural areas 
of the country to achieve the targets of the Ten Year Perspective 
Plan." 

The TYPP envisages an increase in production in terms of 
output from 132.5 million Birr {1983/84) to 284.4 million Birr 
(1993/94) for small-scale industries, and from 144.7 million Birr 
(1983/84) to 241.3 million Birr (1993/94) for cooperatives. 

The development objective adequately reflects the government 
priority towards which the project is expected to contribute. The 
extent of the attainment of the development objective and the 
specific contribution of the project towards the envisaged 
increases in production outputs are measurable. 

The project document also simply identifies its immediate 
objective as: 

"HASIDA will be enabled to provide an acceptable level of 
technical, engineering, marketing, financing and managerial 
services to small-scale industries and private co-operatives in 
the country." 

The above stated immediate objective was essentially a 
continuation of the immediate objective of the Phase II project 
(DP/ETH/83/012) which was "to stengthen further the capability of 
HASIDA to promote the development of handicrafts and small-scale 
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industries in Ethiopia". In the Phase II project, the immediate 
objective lists nine ways in which HASIDA would be strengthened 
while in the current project under evaluation this can only be 
inferred from the five expected outputs. 

It is, however, clear from the statement of the current 
project's immediate objective and the five expected outputs how 
HASIDA will be enabled to provide an acceptable level of 
technical, engineering, marketing, financing and managerial 
services to small-scale industries and private co-operatives in 
the country. The function of the project is clearly both 
institution building and direct support. 

The problem to be dealt with by the project was clearly 
defined in the project document and the targets set forth were 
realistic under normal circumstances. No risks were foreseen in 
the project document, although some risks resulting in possible 
delays in project execution could have been foreseen considering 
the circumstances prevailing in the country at the time. More 
so, since the project was intended specifically to complete the 
ongoing assistance to the Technical and Engineering Extension 
Department, the Pilot Textile Industrial co-operative and the 
Pilot Sheet Metal Industrial co-operative -- activities which 
already suffered serious delays. In addition to these 
activities, the project was also designed to upgrade planning and 
management capacity and establish a computerized processing unit 
under the Project Preparation Department. The project duration 
of 18 months would, therefore, appear to be optimistic. 

The project document was very clear in its 
and the targets set were clear and reasonable. 
sufficiently detailed timetables for the main 
also included. 

expected outputs 
A workplan and 

activities were 

Ta~oet Beneficiaries. The activities undertaken in the 
project are directed in providing muti-faceted services to the 
co-operatives and small-scale industry entrepreneurs and thereby 
creating new and better employment possibilities for 73,490 
employees in SSis and co-operatives of which 3,935 were women 
(1984/85 data}. It will also create more jobs for the unemployed, 
unskilled and semi-skilled urban workers as well as for the rural 
population specifically for women in traditional handicrafts. The 
type of services provided in HASIDA will be made known to the 
co-operatives and private small-scale industries through HASIDA 
field s~aff. 
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HASIDA also gives mobile services to the co-operatives and 
small-scale industries located in the various regions of the 
country. Futhermore, HASIDA gives assistance to private 
entrepreneurs in establishing new small-scale industries and the 
procedure is presented in the form of a chart in the project 
document. 

The project document is clear on the intended beneficiaries. 
In addition, HASIDA and its trained staff will also benefit from 
the execution of the project. The project document, however, is 
not clear in the manner {the financial arrangements and legal 
aspects) in which the pilot industrial plants {sheet metal and 
textile) will be turned over to the industrial co-operatives. 
This has, however, allowed the government sufficient flexibility 
in considering several alternatives. 

The sustainability of the project and the viability of the 
two pilot industrial co-operatives were not adequately addressed 
in the project document. It should, of course, be understood 
that the project was designed during the old economic regime. It 
has now become apparent that the cost of the equipment required 
for the project was underestimated and/or did not provide for the 
possible increase in costs. 

In general, the project document was satisfactorily designed 
and well detailed for an effective execution. It was appropriate 
for the situation prevailing at the time. [] 
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II. PROJECT IMPLEMENTATION 

A. Delivery of Inputs 

UNDP/UNIDO inputs 

The breakdown of the budget of the UNDP/UNIDO contribution 
is as follows: 

Budget line and Item Original budget 

11-01 
11-02 
11-03 
11-04 
11-50 

11-XX 

14-01 
14-02 
14-03 
15-00 
16-00 
17-01 
18-00 

lX-XX 

31-00 
32-00 
38-00 

3X-XX 

41-00 
42-00 
48-00 

4X-XX 

Mechanical engineer 
Workshop expert 
Tool & die design expert 
Foundry expert 
Short term consultants 

Sub-total 

EDP & systems analyst (UNV) 
Textile expert (UNV) 
Sheet metal expert (UNV) 
Project travel 
Other personnel costs 
Industrial inform. expert 
Surrender PY obligations 

Sub-total 

Individual fellowships 
Study tours/UNDP group tour 
Surrender PY obligations 

Sub-total 

Expendable equipment 
Non-expendable equipment 
Surrender PY obligations 

Sub-total 

51-00 Sundries 
58-00 Surrender PY obligations 

5X-XX Sub-total 

99-99 PROJECT TOTAL 

$ 66,800 
100,200 
66,800 
50,100 
50,100 

334,000 

19,244 
19,244 
19,244 

15,000 

406,732 

297,000 
24,000 

321,000 

227,664 

227,664 

10,000 

10,000 

$ 965,396 

Latest budget 

$ 133,758 
102,897 

15,432 
24,000 

276,087 

45,730 

3,262 
25,000 
25,780 
-3,909 

371,950 

320,347 
117,274 
-4,504 

433,117 

12,566 
441,602 
-19,530 

434,638 

11,886 
-1,026 

10,860 

$1,250,565 



21 

It may be noted that the major item increases in the budget 
were in the equipment and training components, which were 
correspondingly increased in the latest budget by $206,974 and 
$112,117, respectively. The reasons given were due to subsequent 
increases in costs and partly due to underestimation of the costs 
during the project design and the devaluation of the US dollar. 

The mechanical engineer's post (11-01) and the tool and die 
design expert (11-03) were combined into one post in the latest 
budget. The foundry expert (11-04) was fielded for an exploratory 
of only two months as the foundry is not yet ready for operation. 
The budget item for the UNV textile expert (14-02) was actually 
used for the extension of the contract of the sheet metal expert 
from one year to an additional year. Local consultants were used 
for the post of industrial information expert (17-01). 

Government inputs 

The government inputs planned in the project document have 
essentially been provided. These include: 

National staff 

1 National project co-ordinator 
1 Head, Technical and Engineering Extension Services 
4 Mechanical engineers 
1 Industrial artist 
6 Draftsmen 

31 Technicians 
3 Mechanical engineers (additional) 
1 Head, project study and planning 
4 Statisticians 
8 Economists 
1 Accountant 

10 Data collectors/coders 
1 Head, Marketing Enterprise 
1 Handicrafts expert 
3 Design artists 

10 Clerks, dispatchers 
2 Marketing experts 

Additional staff, such as electricians, fitters, welders, 
masons, and others required for installing equipment and 
manufacturing of local supplementary items have also been 
provided. In order to avoid further delays of the pilot textile 
plant, project management has also brought in an erection crew 
from the Ethiopian Textile Corporation. 
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Buildings 

Suitable buildings for accomodating all equipment available 
and a transformer house have been provided, although there have 
been delays in their completion, including the provision of 
power. Adequate office space are available at the head office 
and workshops. 

Equipment and supplies 

Basic off ice equipment and other facilities needed such as 
telephone, telex, typewriters, dry copies, blue print machines, 
etc. are reasonably available. Consumable supplies appear to be 
adequately provided. 

B. Implementation of activities 

The implementation of the project has faced several problems 
and the progress of the project is less than planned. Project 
management considers the duration determined in the project 
document of 18 months was very short as it was later revealed in 
view of the complexity and magnitude of the engineering work and 
the limited capability of HASIDA. During the implementation of 
the project, recent policy changes in the government hampered 
project progress and the government contribution in terms of 
civil works were behind schedule. The conflict existing the in 
the country and the lack of building materials is a major reason 
given for the delays. Other factors also contributed to delays 
which will be subsequently discussed. 

Technical and Engineering Extension Department (TEED) 

The Italian company PRAMAJJORE, supplier of the foundry 
equipment, wound up its business before completing the supply. 
A considerable number of parts of equipment including control 
items are missing. Since arrangements were not made for other 
companies to erect and commission the machineries, both the 
installation and the identification of missing items have been a 
tedious and time-consuming process. In the absence of drawings 
and manuals, the local staff were learning by doing. To further 
complicate the situation, the equipment were not inspected upon 
arrival more than three years ago and missing items are only 
identified at each stage of erection. This has created a problem 
in filing claims and placing orders on time. The fielding of a 
capable foundry engineer has been requested. 
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The missing items in the foundry workshop consist of: an 
analytical balance, cylinders and C02 gassing equipment, and 
exhaust fan motors estimated at $8,000. The workshop also needs 
power cables and switchboards not available locally, which is 
estimated at $114,000. A shipment of raw materials, valued at 
$157,000 was lost at Assab port for which a claim has recently 
been filed. Project management is not certain whether this will 
be all that will be required to place the foundry workshop in 
operation. It has submitted a long list of materials, tools and 
equipment it still needs which has partly been taken from the 
report of UNIDO expert Norbert Grabosch. A foundry expert is 
also requested to be fielded for three months, estimated at 
$30,000, who is expected to be able to finalize the requirements 
to put the foundry workshop into operation. The foundry workshop 
will require the biggest additional budgetary outlay to complete: 
$152,000 if the missing shipment are recovered or $309,000 if the 
shipment is not replaced, plus any additional requirements that 
the proposed expert will recommend. 

Another aspect of TEED is the requirement for the erection, 
commissioning , training and maintenance of two surface grinding 
machines, a jig boring, and a copy milling machine. These are 
estimated at $89,000. 

Pilot textile industry 

In the case of the textile pilot plant, the Indian suppliers 
CIMMCO and LAKSHMI failed to send the machinery erectors that 
were required and refuse to do so. Project management brought in 
an erection crew from the Ethiopian Textile Corporation and the 
erection of the preparatory machinery, with the exception of the 
sizing machine, is now completed. Because of the lack of an 
erection manual, the erection of the sizing machine has been 
hampered. The manual has been sought from the company since 
October 1991, but to no avail. Furthermore, in the process of 
erection, a number of missing items have been identified which 
require replacement or purchase. Representations have been made 
with the Indian Embassy and LAKSHMI has promised to send a 
technician. It is, however, still necessary to pursue CIMMCO to 
commission the whole plant including the boiler. 

In case the claim is not satisfied, the estimated additional 
budgetary requirement to complete the pilot textile industry 
would be: $50,000 for the missing items for the cone winding, 
warping, and sizing machines; $10,000 for humidifiers (new 
requirement); and $10,000 for erection, in case CIMMCO refuses to 
do the service without charge). The total additional budget 
required is $70,000. 
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Sheet metal pilot industry 

Almost all the machinery are in place in the Pilot Sheet 
Metal Industrial Co-operative and the co-operative members have 
been trained. Certain toolings (2 sheet metal dies each for 2 
persons), which were not ordered earlier, are required for the 
purpose of demonstration and to serve as models for local design 
of dies and a limited quantity of raw materials (aluminum sheets) 
is also needed for commissioning and start-up production for 
three months. The estimated additional budgetary requirement 
would be: $22,000 for a die for the double action press and a 
die for the hydraulic press; $3,000 for a motor for the spinning 
lathe and valves for the compressor; $65,000 for raw materials 
for start-up operations; and $33,000 for commissioning of the 
hydraulic press and double-action press from the supplier. The 
total budgetary requirement to complete the pilot sheet metal 
industry would be $123,000. In addition, the UNV sheet metal 
expert currently in the field has submitted a list of additional 
equipment to improve the plant which is estimated at $25,000. 

A consolidated list of additional inputs needed to complete 
the above workshops and pilot industries is given in Annex III. 

International staff 

Only three international staff have so far been fielded in 
the project: Norbert Grabosh, mechanical engineer, for one year 
(January to December 1990); Brian Barret, foundry expert, for 
two months (July to September 1990}; and Dr Mohhamed Jalal Al­
Youzbashi, UNV sheet metal expert, for two years (January 1991 to 
December 1992). The international staff fielded in the project 
appear to have been well accepted and have done a satisfactory 
job in their specific tasks. Project management is particularly 
pleased at the work being accomplished by Dr Al-Youzbashi, which 
the mission was also able to observe. 

In view of the above events and problems, the absence of a 
Chief Technical Adviser (CTA) to co-ordinate all project 
activities in line with the outputs envisaged and the lack of 
on-the-spot guidance impeded project activities. However, this 
should not be taken as a reflection on the project's management. 
After several discussions with the HASIDA management and staff, 
the mission is convinced of the high degree of dedication and 
competence of the management of the project. It has, in fact, 
attained considerable progress inspite of the constraints it has 
faced and other tasks it had been called to perform. A CTA could 
have been a facilitator to both the Government and UNDP/UNIDO. 
Project management believes that HASIDA staff should have been 
complemented with the expertise it did not have. [) 
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III. PROJECT RESULTS AND ACHIEVEMENT OF OBJECTIVES 

A. outputs 

1. Technical and Engineering Extension Department 

The TEED is currently housed in suitable premises of 2,542 
square meters. It is now only partially operational due to the 
problems mentioned earlier and is expected to be fully 
operational in December 1992, assuming it obtains the additional 
resources it requires. Except for a few additional items, the 
basic machines are all in place. The current service to SSis is 
limited to the manufacture of dies and jigs in the metal workshop 
as the casting (foundry) facility is not yet ready and the 
casting capability has not yet been attained. 

There is a basic staff carrying out some work with the main 
machines which are installed and operational. The machine shop 
renders spare parts production, maintenance service, production 
of simple machines (tooling of a simple nature), and inter­
department services. Clients are private small-scale industries 
and co-operatives. The number of clients and value of services 
provided from 1989 to April 1992 is estimated as follows: 

Type of service Client Number Value (Birr) 

Spare parts production co-operatives 29 5,692 
private ssr 52 12,873 

Maintenance service co-operatives 26 7,326 
private SSI 42 2,553 

Simple machine prod. co-operatives 14 28,233 
private SSI 20 7,062 

Inter-dept service 62 11,200 

TOTAL 245 74,939 

At the time of visit, about 30 percent of the machinery was 
being used for specific assignments. Condition of maintenance 
was fair. Precision machinery, including a jig boring machine 
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and a vertical copying milling machine were not operational and 
there was no air filtering system to protect the machines from 
dust in their separately enclosed area. A horizontal grinding 
machine was left discarded in the gangway apparently beyond 
repair as a result of a transportation accident. 

As mentioned, the foundry is not yet completed although the 
furnaces are already installed. The electrical supply is not yet 
available and the transformer room is not yet finished and the 
transformers themselves still have to be delivered. Even when 
this is completed, there will still be the problem of cables and 
switchboard which have to come from abroad as there is no local 
availability or production. This is a serious problem aggravated 
by the fact that it is still not proved whether the sand 
preparation system will work properly when the foundry becomes 
operational. The mould preparation area, laboratories and scrap 
area are still not completed. 

Amount and quality of work has been associated with the 
delay in foundry operation, although a great deal of work can be 
done with the existing working machinery and the idle broken 
machinery if repaired. Extension work can be improved and more 
clients reached if the activities are properly advertised, the 
premises cleaned and renovated and customer satisfaction sought. 

The Ministry of Industry currently covers the operational 
cost of the technical services given to co-operatives and srnall­
scale industries. 

2. Training and upgrading of planning and management 
capacity in the Project Preparation Department 

The project document envisaged the strengthening of project 
preparation techniques in order to have the capacity to implement 
the new policy guidelines issued by the Government. A training 
plan was prepared involving some 23 staff members to be trained 
abroad with a target date of completion by December 1990. The 
training component was ambitious as not all fellows could be sent 
out at once. Arranging for training venues and spacing the 
fellowships required more time. 

Four postgraduate studies were planned for 12 months each. 
One fellow has already completed his MSc in development planning 
and is back on the job. Three others are expected to complete 
their MSc by December 1992. Nine staff members have received 
short-tern training abroad of approximately three months each. 
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A list of personnel trained together with their fields of 
study, country and duration of training, their previous and 
current post is given in Annex IV. 

A seven man three-week study tour has been conducted in 
January and February 1992 in two groups. One group went to 
Turkey and Ireland and the other group went to India and South 
Korea. The two groups are currently collating their experiences 
with a view of submitting their joint recommendations for a 
comprehensive small-scale industry development strategy. 

After completing their training, some trainees took over 
senior positions or additional responsibilities in the various 
departments of the Ministry of Industry. Those trained in 
computer courses are involved in the design and establishment of 
the Information Management System (IMS), which is currently in 
progress. No further overseas training is planned. 

3. Creation of information and data processing capacity in 
the Department of Project Preparation 

This activity has concentrated in the creation of an MIS 
(Management Information System). To plan its service programmes 
properly and assist the small industry and handicraft sector 
effectively, HASIDA needed more complete and up-to-date 
information than it had on the status of the sector, new 
enterprise formations and failures, production statistics, market 
information and other economic factors which affect the 
development of the sector. HASIDA has been carrying out its 
promotional and co-ordinating functions on the basis of 
information it could obtain, which included irregular surveys 
that took an average of two years before the report was ready. 

With the planned expansion of the sector, the information 
and the data that may be required and that may be available will 
increase. HASIDA's information processing, which is basically 
manual, needed to be relatively improved to cope with t~e 
increased planning requirements. The number of projects suppurted 
by data during formulation and appraisal by HASIDA was expected 
to substantially increase to 200 per year from the average of 50 
when the project was formulated. This information requirement 
has, in fact, has currently increased to 200 projects per mon~h 
or more than 12 times envisioned the project document. 

One PC {personal computer) with IMB of RAM and 60 MB of ha~d 
disk capacity is now in place. Local authorization for the 
purchase of a four PC LAN (local area network) has been secured 
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and delivery expected soon. Manual data collection and recording 
that conforms to the designed input format for the computer has 
started. As soon as the programmes are ready, this manual 
preparatory work will fit into the system. The installation of 
the LAN would make the developed programmes operational and 
introduce the exchange of information among the concerned 
departments in the network. This is expected to be completed by 
the end of July 1992. 

4. Establishment of the pilot textile industrial 
co-operative 

The pilot textile plant is not yet operational due to the 
missing equipment in the preparation phases. The dispute with 
the Indian suppliers has to be resolved and the missing parts 
supplied. Indigenous efforts which have rendered the looms 
operative without the instruction and operation manual are highly 
commendable, but the looms rely on the preparation phases. 

It is envisaged that upon the completion of the project, an 
annual production of 600,000 square meters of fabrics and an 
employment of 50 persons will be realized. Fabrics mainly for 
the common person's everyday use will be produced at the co­
operative using power looms and other modern finishing 
machines, thereby transforming an existing weavers handicraft 
co-operative to a modern industrial co-operative. It will also 
serve as a model for similar co-operatives. 

The plant can be operational in 3-4 months if the additional 
inputs required are received. Much of the work has already been 
completed which include: the completion of the erection of the 
looms and finishing machines; the recruitment and training of 30 
machine operators; the installation of the boiler, water and oil 
tanks; and installation of electric power. Only the problem in 
the preparatory sections remains to be resolved. 

5. Establishment of the pilot sheet metal industrial 
co-operative 

The pilot sheet metal plant is also not yet operational. Its 
building has recently been completed and almost all the machines 
have been installed. Fifteen co-operative members have been 
trained. The building has been finished in an excellent manner 
and preliminary tests have been made with provisional power 
connections. Slight errors in the machines have been rectified. 
What remains for commissioning and start-up is to obtain at least 
two dies and raw materials. 
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Fifteen co-operative members have already been trained at 
this new location, which is on the outskirts of Addis Ababa and 
relatively remote as compared with the original central location 
of the co-operative. It is hoped that this will not affect the 
movement of the members to the new location. 

The plant is expected to manufacture various sheet metal 
articles which are basically household utensils and improved 
traditional tinsmith products. It will also serve as a venue for 
vocational and managerial training for the co-operative members 
and a model for other handicraft co-operatives engaged in similar 
activities. When fully operational, it is planned to manufacture 
300 tons of different sheet metal household products (utensils) 
per annum compared to 120 tons of similar traditional articles 
produced at present. 

The financing of the operations of both industrial co­
operatives (textile and sheet metal) was unclear in the project 
document. The Ministry of Industry plans to hand over the 
facilities to the co-operatives and all investment costs of both 
the government and UNDP/UNIDO will be treated as soft loans. The 
re-payments will be placed in a revolving fund which HASIDA could 
use for assisting co-operatives and small-scale industries. 
When the facilities are fully taken over by the co-operatives, 
how can HASIDA use them for demonstration and training purposes? 
This issue will have to be addressed. 

B. Achievement of the immediate objective 

There is no question to the evaluation mission that the 
project (including phases I and II) have strengthened HASIDA to 
enable the organization to provide an acceptable level of 
technical, engineering, marketing, financing and managerial 
services to small-scale industries and private co-operatives in 
the country. 

The bigger issue is how to make the organization more 
relevant and effective in a completely new setting for small­
scale industry and entrepreneurial development. The new economic 
policy directions are relatively clear, but the new private 
sector development strategy is still in the evolution stage and 
the corresponding institutional infrasture are not all in place. 
Some factors remain unclear. For example, if the new constitution 
being drafted opts for a federal system of government, how will 
this affect HASIDA's regional offices? 
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All this, however, imply that for the immediate future and 
possibly for some time HASIDA will have to play a leading role in 
small-scale industry and co-operatives development. It will, 
however, have to re-orient its activities to the new reality and 
act in co-ordination with other agencies engaged in SS! and 
entrepreneurial development, including private sector and 
industry associations. Duplication of efforts should be avoided 
and gaps identified so that existing institutions will be 
assigned roles under the new Private Sector Development Strategy. 

HASIDA is an organization that has developed good contacts 
and relationships with co-operatives and SSis, originally mainly 
through its licensing and control functions. It is now clearly 
more service oriented and appears to have the confidence of its 
clients. The role of HASIDA in clearing all new SSis and 
allocating foreign exchange for equipment and raw material 
purchases has obviously contributed to its acceptance and being 
perceived as a strong organization. 

Under the current "interim" set-up, HASIDA has become one of 
three sectors within the Ministry of Industry headed by a Vice 
Minister. It is called the "Private Industry and Handicraft 
Sector" with five operating departments: Industrial Licensing 
and Cooperatives Registration Service; Regional Offices Affairs 
Department; Private Industry and Cooperatives Promotion 
Department; Planning, Research and Statistics Department; and 
Projects Department. The workshops now called "Private Industry 
and Handicraft Training and Technical Centre" is attached to the 
Ministry of Industry. The current organization chart of the 
Ministry of Industry is given in Figure I· A proposed re­
organization chart converting the former HASIDA to Small and 
Medium Industries (SMI) Development Sector is given in Figure II. 
This is, however, still under study and very much tentative. 

It is now important for HASIDA to fully divest its control 
and regulatory functions and be purely a developmental and 
promotions institution in the light of the new economic policy. 
It is also equally important that HASIDA starts providing a 
higher level of services to SSis and co-operatives, including 
adding some functions necessary for entrepreneurial development 
that has heretofore not received any attention. This will not 
only strengthen HASIDA, but also ensure the development of the 
industrial private sector in the country. 

Since government resources are always limited, the long term 
sustainability and possible expansion of HASIDA activities should 
be looked into. This would involve an examination of its legal 
framework and its ability to be income-generating and attract 
various sources of funds. This issue will further be discussed 
in the recommendations. 
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c. Contribution to the achievement of development objective 

HASIDA (and the project) is clearly contributing to the 
development of industrial production in the country. It is the 
major national organization actively engaged in the promotion and 
development of small-scale industries and co-operatives. Its role 
has become even more relevant under the new economic policies 
that have recently evolved. 

The latest figures (1991/92) indicate substantial increases 
in gross production output from the figures available during the 
design of the project (1983/84), as follows: 

Gross Production output 
(in million Birr) 

Small-scale industries 
co-operatives 

TOTAL 

1983/84 

132.5 
144.7 

277.2 

1991/92 

549.7 
184.5 

734.2 

It is noteworthy that a substantial portion of the increase 
occured in small-scale industries. As also pointed out earlier, 
the number of projects supported by HASIDA data during appraisal 
and formulation increased from 50 a year during the same period 
to 200 a month (more than 2,000 per year or more than 40 times). 

The contribution of HASIDA to development objective could, 
however, be further increased and be more effective through a 
re-orientation of its activities in the light of the new economic 
policy. [J 
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IV. CONCLUSIONS 

The following conclusions are based on the on-the-spot 
findings of the mission and the documentation made available to 
the mission in the field and UNIDO Vienna. These conclusions 
have been discussed in the preceeding sections of the report. 
The conclusions are organized in three subsections: project 
formulation; project implementation; and project results. 

Project Formulation 

In general, the project was well designed and well detailed 
for an effective execution. It was appropriate for the situation 
prevailing at the time. The development objective was in line 
with the Ten Year Perspective Plan of the country and ties in 
with the immediate objective ofthe project. While it is clear 
that the project is institution-building with direct support 
results, the latter appeared to be secondary. 

No risks were foreseen in the project document, although 
some risks resulting in possible delays in project execution 
could have been foreseen considering the circumstances prevailing 
in the country at the time. It has now become apparent that the 
cost of the equipment required was underestimated and/or did not 
provide for increases in cost. The complexity and magnitude of 
the engineering work and the limited capability of HASIDA made 
the planned 18 months duration of the project very short. 

Project Implementation 

The implementation of the project has faced several problems 
and the progress of the project is less than planned. Recent 
policy changes in the country hampered project progress and the 
government contribution in terms of civil works were behind 
schedule. Other factors also contributed to delays: the severe 
war conditions the project has been subjected to; delays in 
signing the project document; unfortunate subcontracting to 
unsuitable partners; and delay in finding solutions to problems 
encountered. 

The presence of a Chief Technical Adviser to co-ordinate all 
project activities and/or the fielding of expertise not available 
in HASIDA, which could have complemented its staff capability, 
could have helped in resolving some of these problems. These 
negative findings have often been offset by dedicated management. 



35 

There are several missing items in the delivery of equipment 
which affected project progress and new requirements that were 
not originally foreseen. Some of these are under still claim, 
although it is doubtful whether most of the issues could be 
resolved considering the time that has elapsed. 

A summary of the additional budgetary implication is given 
below for (a) the minimum required budget and for (b) items still 
under claim including a new items submitted to the mission: 

ADDITIONAL BUDGET REQUIRED 

Foundry 
- missing equipment/materials 
- proposed foundry expert, 3 mm 

Machine shop 
erection, commissioning and 
maintenance services 

Textile 
- missing items 
- humidifiers 
- erection and commissioning 

Sheet metal 
- dies (2) 
- raw materials 
- motor 
- commissioning 
- new items {submitted to mission) 

International staff 
- mechanical engineer, 9 rnrn 
- chief technical adviser, 9 mm 

Sub-totals 

Contingency 

TOTAL 

GRAND TOTAL (a+b) 

(a) 

$122,000 
30,000 

89,000 

10,000 

22,000 
65,000 

3,000 
33,000 

90,000 
108,000 

$582,000 

58,000 

$640,000 

$906,000 
vvvvvvvv 

( b) 

$157,000 

50,000 

10,000 

25,000 

$242,000 

24,000 

$266,000 
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Other requirements may, however, still be determined by the 
foundry expert. The purchase of missing equipment, materials, 
installation and commissioning of the foundry workshop is 
recommended to be sub-contracted to ensure that all aspects to 
put the foundry into operation will be under the responsibility 
of the sub-contractor. 

Project Results 

The outputs are less than planned, but considerable progress 
have been made, inspite of the problems and severe delays that 
have been encountered during the implementation of the project. 

The machine shop has been operating since 1989 rendering 
services in spare parts production, maintenance service and 
simple tooling to co-operatives, private small-scale industries 
and other departments. As end April 1992, the value of these 
services is estimated at Birr 74,939. 

Training of HASIDA staff has been undertaken and some of the 
trainees have taken over senior posts in the Ministry of Industry 
and HASIDA or additional responsibilities. A seven man three­
week study tour in two groups has been conducted to countries 
(Turkey and Ireland for one group, India and South Korea for the 
other group) with sufficient experience in private small-scale 
enterprise development. No further overseas training is planned. 

The creation of an information and data processing capacity 
in the Department of Project Preparation is not yet finalized, 
although the necessary analysis has been made. Manual data 
collection and recording conforms to the designed input format 
for the computers and, as soon as the programmes are ready , this 
manual preparatory work will fit into the system. This local area 
network (LAN} is expected to be operational by endJuly 1992. 

Much of the work concerning the pilot textile co-operative 
has already been completed including the completion and erection 
of the looms and finishing machines, the recruitment and training 
of 30 machine operators, the installation of the boiler, water 
and oil tanks, and the installation of electric power. Only the 
problems in the preparatory phases remain. Indigeneous efforts 
which have rendered the looms operative without the instruction 
and operation manuals are highly commendable. 
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In the pilot sheet metal industrial co-operative, almost all 
the machines have been installed and 15 co-operative members have 
been trained. The building has been finished in an excellent 
manner and the machines properly installed. Preliminary tests 
have already been made with provisional power connections and 
slight errors in the machines have been rectified. The UNV 
expert assigned to this workshop has been rendering a commendable 
job. 

There is no question that the project has strengthened 
HASIDA as an organization to provide an acceptable level of 
services to small-scale industries and private co-operatives. 
Additional inputs are, however, still necessary to complete the 
project and make the organization more relevant and effective in 
a completely new setting for small-scale and entrepreneurial 
development. The long-term sustainability and possible expansion 
of HASIDA activities should be considered, involving an 
examination of its legal framework and its ability to be income­
generating. 

HASIDA (currently re-named Private Industry and Handicraft 
Sector within the Ministry of Industry) is expected to play a 
leading role in small-scale industry and co-operative development 
in the new economic environment. It has developed good contacts 
and relationships with co-operatives and SSis. 

The gross production output of small-scale industries has 
increased four times during the last eight years. There is some 
evidence that this will further accelerate, judging by the 
considerable increase in the number of projects supported by 
HASIDA data during appraisal and formulation which now averages 
200 a month (from 50 a year). 

As a concluding statement, the evaluation mission f irrnly 
believes that the project has achieved reasonable results 
considering the short duration of the project and the delays that 
were encountered. But its full potential is yet to be achieved 
and the project must be brought to a successful conclusion. [] 
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V. RECOMMENDATIONS 

Following the preceeding conclusions, the evaluation mission 
has formulated a set of recommendations addressed to all parties 
and a series of recommendations specifically addressed to the 
Government of Ethiopia and HASIDA, and to the UNDP/UNIDO. 

1. The project under evaluation (DP/ETH/86/027) should be 
completed as originally designed and the project period extended 
to 31 March 1993. The project should not be linked to new or 
additional activities so as not to further delay its successful 
conclusion. As a manifestation of its commitment, all government 
pre-requisites in terms of civil works should be met. The 
additional budgetary requirements (given on page 35) to complete 
the project should be allocated and the necessary experts 
fielded in a timely manner. 

2. In preparation for the next (fifth) budget cycle, a 
mission should be sent within the next three months to formulate 
an integrated "Private Sector Small-Scale Industry Development" 
project with three major thrusts: 

SSI policy review 
institutional development/strengthening 
small enterprise and entrepreneurship development 

programme 

In the process, the mission should advice and assist the 
government in preparing an integrated small-scale industry 
promotion and development strategy. For reference purposes, a 
summary of the UNIDO Programme for Small and Medium Industries is 
given in Annex y. 

The mission should look into the following aspects: 

(a) policies and incentives affecting SSis; 
(b) SS! support institutions, their respective roles and 

the mechanism to co-ordinate their activities; and 
(c) programmes and support services, including opportunity 

identification, entrepreneurship training, factory 
location, project preparation, management advisory 
services, technology development and extension 
services, credit schemes, market promotion, and other 
entrepreneurial needs. 
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To the Government/HASIDA 

3. As the focal point of SSI promotion and development in 
the country, HASIDA should be re-structured to become a semi­
autonomous, income-generating organization attached to the 
Ministry of Industry. The HASIDA name may be retained since it 
has already been known by the public for sometime. 

In order to make it more relevant to its clientele and more 
effective in its co-ordination efforts, it should be governed by 
an independent Management Board or Council consisting of members 
coming from institutions involved in supporting SSis such as the 
Ministry of Industry, banks, industry associations and women's 
groups. The majority of its members should come from the private 
sector, as well as its Chairperson. 

Its operating budget should be fully supported by the 
government for a period of about 3-5 years, which should 
thereafter gradually diminish as its revenues increase. 

HASIDA should be purely a promotion and support institution. 
All regulatory and control functions should remain with the 
Ministry of Industry. Its activities should be developed on the 
basis of the assistance needs of new and existing enterprises. 
The following indicative activities may be performed by HASIDA 
and its structure re-organized accordingly: 

Opportunity identification and project preparation 

Industrial and technical information services 
(The current MIS processing unit may be expanded to 
include these services.) 

Entrepreneurial training and development 

Management and technical training 
(The last two activities above may be developed in 
co-operation with institutions which have the basic 
capability, such as the management institute, university 
or industry association.) 

Factory location, including industrial estates planning 
for SSI and handicrafts 

Management advisory services 

Technical extension services 

Market promotion 
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The above may not be very much in line with HASIDA's staff 
capability, but the mission feels that the basic capability to 
undertake the above activities currently exists. Additional 
expertise may be acquired through co-operative arrangements with 
other institutions. In fact, the tentative organizational 
structure shown in Figure II is much more ambitious. 

4. Twinning arrangements with similar institutions abroad 
should be initiated, such as: the National Small Industries 
Corporation (NSIC) and Small Industry Extension and Training 
(SIET) Institute in India; the Small and Medium Industries 
Promotion Corporation (SMIPC) in South Korea; the University of 
the Philippines Institute for Small-Scale Industries (UP ISSI) 
and the National Cottage Industries Development Authority 
(NACIDA) in the Philippines; and similar other ins ti tut ions 
elsewhere. In many cases, the TCDC (Technical co-operation Among 
Developing Countries) approach may be the vehicle. 

5. In handling its clientele, it is not necessary for 
HASIDA to make distinctions between handicraft, small-scale, and 
medium-scale industries. They all need the same basic type of 
services. Special attention should be given to the promotion of 
agro-based industries. 

6. HASIDA should strengthen its regional offices to render 
similar services in the regions, where the needs for assistance 
by entrepreneurs is much greater. 

7. All technical centres of HASIDA should also operate as 
semi-autonomous, income-generating units linked to HASIDA for 
co-ordination purposes. The centres should provide proactive 
technical services, technical training and extension services. 
HASIDA should also co-ordinate with and avail the services of 
other centres such the Engineering Design and Tool Centre (ED~C). 

8. The following more specific recommendations are offered 
to improve the five specific outputs of the current project: 

Rehabilitation and reorganization of the present machine 
shop with possible building repairs and repainting. 

Rebuilding of confined precision machine area and 
introduction of an air ventilation system. 

Finishing the transformer station by the electricity 
authorities. 

The sand system must be re-checked for operation. 
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Staff training 

If HASIDA becomes a semi-autonomous institution, 
incentives must be introduced to retain qualified 
personnel especially those returning from fellowships 
abroad. The incentive system should be superior to that 
of private and public industry. 

Information a'nd data processing 

The facility could be expanded to include a technical 
information service linked to sources of information and 
"centres of excellence" both local and overseas. 

The manual system should now be discarded. 

Pilot textile industrial co-operative 

The industrial co-operative must be assisted in preparing 
a business plan. 

Establish the design and costing functions. 

Provide management and technical advisory services. 

Pilot sheet metal industrial co-operative 

The above assistance to be provided the textile 
industrial co-operative should also be provided. 

In the contract/agreement to turn over the facilities to 
the co-operative, a proviso should be included to enable 
HASIDA to be able to use the facilties for training and 
demonstration purposes based upon agreed fees deductible 
from the loan the co-operative owes HASIDA. 

9. For future pilot facilitiess that may be established, 
the following options may be considered: 

(a) Using the facilities as a service centre and offering 
the use of the machines on an hourly cost basis. This will enable 
many small-scale industries to use the machinery they cannot 
afford to buy. The rest of the mechanical or assembly work will 
continue to be done in the premises of the SSI. 
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(b) Sale by tender to the highest bidder. The income will 
allow the further setting up of similar units, which in turn can 
also be sold. 

(c) The unit may be properly evaluated by independent 
consultants to obtain the value. The government may then sell 
shares in the open market, retaining a majority or minority share 
as the case may be. 

10. Licensing/registration of small-scale industries should 
be automatic, except for undesirable industries that are in a 
negative checklist that the government should prepare. 

11. Suituable land for factory location and/or industrial 
zones should be identified, especially in rural areas, and the 
necessary infrastructure developed. It would be desirable for 
the Ministry of Industry and the respective local authorities to 
develop an Industrial Estates Programme. 

12. HASIDA should avail the services of international experts 
assigned to it to provide systematic training programmes for the 
benefit , in addition to their normal duties. 

To UNDP/UNIDO 

13. The assignment of a Chief Technical Adviser or Project 
Co-ordinator to be responsible for the completion of the project 
should be strongly considered. 

14. The purchase of missing equipment, materials, delivery, 
installation and commissioning of the foundry workshop is 
recommended to be sub-contracted to ensure that all aspects to 
put the foundry into operation will be under the responsibility 
of the sub-contractor. 

15. Considering the continued relevance of HASIDA in the 
new economic policy and being the major institution in the promo­
tion of SSis, HASIDA should continue to be strengthened and given 
further support. A major component of the support should be in 
human resource development. HASIDA should be able to demonstrate 
its capability to generate income as a pre-condition for provid­
ing future project assistance. 

16. HASIDA should be assisted in identifying institutions 
abroad in order to initiate twinning arrangements as well as 
sources of technical information. [] 
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VI. LESSONS LEARNED 

Some lessons learned in the design and execution of the 
project may be useful projects: 

1. The risks involved in formulating projects in developing 
countries (in fact, even in industrialized countries) should be 
carefully assessed. We should not be too optimistic, especially 
in abnormal situations. 

2. Delays almost normally occur in the provision of inputs 
and sufficient lead time should be given to allow for possible 
delays. 

3. The choice of equipment suppliers is critical. Due 
consideration should be given to their experience in developing 
countries, the availability of spare parts and their capability 
to provide services. 

4. Although it is now almost modus operandi, it is worth 
repeating that the sustainability of the project should be taken 
into consideration from the beginning. () 
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Annex _!: TERMS OF REFERENCE OF THE IN-DEPTH EVALUATION MISSION 



Marc;h 1992 

DRAFT TER~~ OF REF~RENCE 
.lN.::JJJ;PTH EYA LUAJJON_QF PROJ E'.c._I§_ 

.H.A.t'!l.PI.CRAFT .AN(LSMAl.l-:-§Q.ALE_I~pµ_~J....RlES_ Dl;.Y.E.1,,.0'eM~N.T_flf~S.E ... Jll 
~J~O __ EN_GI~E.EB.l~G._J21;;..S_tG.N ANO:. JJJ.QLS..~IRE 

( PROJ~T NUMl;tEJ3S DP/e.JH/86/027 A~.D DP/ETH ~/024) 

In a nroject review mAeting.held on 1S M~rch 1g9p hetween the 
Ministry of External Economic Relation~ (MEEC). UNDP, UNI·OO and the 
project management of the r.wo proj~ct::$ name 1 y HAS IDA Pha$a I I I 
(OP/ETH/86/027) and the Engineerin~ and Tool Design Centre 
{OP/ETH/83/024). it w~s re.commended th;:\t: an in-depth evaluat:ion he 
r,.;;irried out for both the projects so as to be abl~ to re-orient the 
projects to he in conformity with the new Economic Policy whir-h 
lays particul~r emphasis on the nromotion of priv~te sector: ~nd 
to .·restructure the managemeht of t:he respective institutions to 
enable them meet the newly emerging needs of the private and nuh Ii c 
sectors and render extension and technical ~s~is~nnce servic.P.s more 
effectively and efficiently, and be income-generating. 

It is to be noted that the above two projects were designed 
in the old environment .. ~ The project objectives were formulated in 
accordance with the national economic policies in force at that 
time. For example, the National Economic Policy Declaration of 
1975 and "The Government Ownership and Contro 1 of the Means of 
Production Proclam~tion", stipulate that the industrial activities 
that may be undertaken by the private sector. under government 
control, are limited to food processing small- and medium-scale 
weaving, knitting and tailoring, wood products, fabrication of 
metal products, cottage industries and handicrafts. There were 
also ceilings on investment and complex regulatory mechanisms. 
Whereas. the new Economic Policy for the Transitional Period limits 
the· role of the State. "The state ownership of industry will be 
1 imited to a selected number of key establishments that are 
essential for the development of the economy. ·rt-.~ $ tat:e-wi·l ri:r1 ay 
a constructive role in stimulating the growth with greater 
participation of the private sector.· There are adequate 
guarantees to private capital and the private capital is allowerl 
to participate in industrial development without any c;:i.f.lit.c31 

limit~tion. Theref6re, the projects have to be re-oriented in the 
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light of the new economic policy. 

The development of ~m~1l- ::tm1 mec1i1Jm-sc;,Jle industrie8 is a 
priori~y. Similarly. development of industries based on rlome$tiC": 
natur~I resourceR and exoort-oriented industrie~ is also on 
prinritv. There is emphasis on ~gro-based industries ~nd 

agriculture-industry linkages. Tn order to achieve these 
objectives, oner-1.1t.ional pOliC":ies h;:1ve to hA fnrmull!t.ed to implement 
riroqr;:,immes and measures to develop the above industries. 
Government depi:lrtmehts ;md instit.utiom; have _to bP, dP.velopad to 
carry out the function of providing policy directive, and guidance 
to the private $ector and the necessary institutional s1moort. in 
these initial stages of development. lhese macro-lev~l issues are 
under act iv~ r.nnsidE'tr~tion by the Government. While necessary 
actions are being taken and programmes identified in respect of 
the::.e m;;ijor issues. by the Government. inc:luding t-.he technica.l r.o­
op~r~'Cion needs over t:.he UNDJ·' I-it-th cycle country Programme. trie 
ongoing two projects have t.o-'be re-oriented. 

As in~ti~utions/f~cilities. expected to provide assistance in 
the development. of sm~l 1- and mP-cii1Jm-sc;alFl inci111:;tri13s. t.hJ;\ HASTOA 
And FOTC are very relevant in t.ha new environmant. HowevRr. they 
sho1Jlrl hP. n~orient.ed t-.n meet. t-.hP. new polic.y nhjec"tivP.s. T~kinq 

into consider~tion Rnrl in line with T,h~ nrogr~mm~s Rnrl ~ctinnR t:hRt: 
are being t::tkP.n ~t-. 1:hP. mar.ro lP.vel. t.he t:.wo inF;t:iT,ut .. ion~/f~r.i litif'l~ 
h::J.ve to be reorie.nt.ed Rnrl restn1r.t-.un~d. and t.hA technic:a I c-:o­
op~r~tion project.s hnve to be raviRed n~cordingly. The in-dP.p~h 

ev~luation is expected to providA guid~line~ on the rest:ructurin2 
of the managemf7nt. ~tructures for t-.ti~se t-.wo insti1;ur.ion::::/f~c:i lit:iP.~ 
and rec:ommend?tions on the reorientat.ion and revision of t.he two 
technical r,o-op~r?tion nrojec~5-

I. B~c:kgrounQ 

A. HASIDA Phase LII Project (DP/ETH/86/027. 

Project OP/ETH/86/027 is the third phase designed to assist 
the development of small-scale private industries and handicrafts 
in Ethiopia. It is referred to as Handicraft and Small Industries 
Development - Phase III. 

The project is ~ continuation of the earlier Phase II Project 
DP/ETH/S3/024. Although there are new project elements in the 
third phase, its main purpose is to speed u~ and complete 
activities which have been initiated in the e3rlier phase. 

The total UNOP assistance earmarked for thR proje~t wAR US$ 
965.~9fi. The anticipated duration· of the project was 18 months. 
from ,1u 1yI1989 to December I 1990. 

However, 
~va i l abi 1 i ty 

nu~ t.o de 1 ;;iys 
of" Funds .and al so 

in 
local 

t.he st"lrt.-un. i n-"'deriu;:=tt,e 
shortages in construction 



m;.:jteri<'tls ;:ind the polit.ir.;:il situ;:ition includin~ armed conflir.t_c;, 
war ::1nrl ·r.hr1ngP. oF ClovF.lrnmP.nt. t.he nro.]P.c;t cou lei not. nrnr.P1P,c1 A.s 
sr.heduled. In ~drlition- oAlays in inst~ll~tion of equinment h~ve 
contrihuted to the nv~r~ll time lag. 

The project as conceived hnd the following objectives: 
"To ~n.qble HASIOA to nrovida ~n accentable lev~l of tar.hnir.~1. 

engineering, marketing, financing 3nd managerial services to sm~ll­
scale industries and private co-opRr~tives in the cnuntry.· 

Outputs of the HASIDA Project 

1. Technical and Engineering Extension Department (TEED) fully 
operational. 

2- Training and upgrading of planning and management capacity in 
the Project Preparation department. 

3. Information and Data Processing Cap;;icity created in t.he 
Department of Project Preparation. 

4. Pilot textile industrial co-oper~tive o~eration~l. 

fi. Pilot sheet metal industrial co-operative operational. 

8- Engi neeri no Desi_gn ;:\nd Too 1 Cent:er - Project QP/F.nl/83 /0?..A 

The project is aimed at strengthening the design and 
manufacturing capability in the metal-working sub-sector. 

The total UNDP inputs identified for the project wer·e US$ 
t;,1'4G,.c~g- The. e.xpc:.c;.t.c..;;I du1a.l..iv11 vr 1.tn:;: µruJ~«..:l. wa!> iour years 
from Apri 1 1987. 

The project has been confronted with major set backs in terms 
of damage to and loss of equipment and raw materials and the 
consequences of political unrest. war and change of Government. 

PrQject Obiectives of the EOTC Project 

The envisaged objectives of the project are: 

1. the establishment of an Engineering Design Centra (E:OC) in 
order to develop designs and prototypes of machinery and 
eq1Jipment more suited t.o f!xistinq industries. pnrticuJ?rly for 
the gradual mechanization of .l")priculturP. and construct.ion; 

2. the d~vAlonment n-f ~ n;:it.ion~I r.;:if1;:ihilit.y in thP. filP.rl of" 

engineering and de~i qn o-f m::tr.h i nP.ry ::tnd equi nment thr.ou9h t.hP, 



trainin~ of n~tional Rtarf: 

3. The rlEWP.l0rim~nt of dP.t=>i!=(ns of mR~him~rv 11nri AquinmP.nt: whic:h 
coul ri be- m('lnuf~ctun~d in the count,ry and provide assistance 
t.o indus~.r-ies in mRchinery ;:ind nrod1.1ct de~ign: 

.d. • t.he m~J<-ing of prntotYORS of 
~ub~eqw:mt; 1 v, preparation of 
commercial scale; 

mar-hi nery 1'tnrl ~qui pmenf;. Rnrf 
domast.ic manufar.t.urinq on a 

5. the establishment of a Tool Centre (TC) composed of a tools 
design unit and a tool shop, to assist existing and new 
factories in their efforts to achieve nroduct diversification. 
a better quQlity of products m?nufactured and more efficiency 
in the production process: 

6. the development of a capability in designing and 
11 regular and· c::ontinuina hn~iR rAQ1.lin'\r:I tools. 
fixtures and moulds of different kinds and 
different industrial branr.hes: and 

producing on 
di f!S • j i !=!$. 
for use in 

7. the training of national stRff capable to de6ign and produce 
reciuin~d tools. dies •. ii~s. fixture~ and moulds. as wel 1 AS 

with the ~hility to train tha personnel 1n industry so AS t,o 
en~ble ind1Jst.ry t:.o r.;:irry 01it progressivAly routine tR.ski;. 

Proiect Outout§ of EOTG 

The planned outputs of the project are to establish/strengthen 
the following: 

1. Design Unit. 
2. Prototype Workshop 
3. Training Unit 
4. Tool Design Uoit 
5. Tool Shop 
6. Training caoacity 

In the project document the in-depth evaluation for HASIDA was 
foreseen to take place in September/1990. However, due to the 
overall del~ys in project implementation, the evaluation had been 
earlier shifted to December/1991. In view of the fundamental 
socio-economir. changes that ware t~king nlace in the country. the 
in-depth ev~lu~tion had to be further DO~tnoned at the reauest of 
the Government to March/April 19~2. until after the announcement 
of the new economic policy, in order to reorient the project in the 
light of the new P.~onomic polir.y. 

In the ca!;e of F:OTC projer.t ;:in ;;id-hoc:: in-depth evrtlu::ttion ii;; 
c::1 l l ~d f'or. to rf'!-ori ent. :ind revi SP. t:he pro.iect And re$r.rur.r.11re t'.hP. 
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management of the institution/faci l itv in the 1 ight of. the new 
economic policy. The institution/facility is also expected to be 
income-generating in the future. 

The ·.Private Sector Department of the Ministry or Industry, 
which has~replaced HASIOA after the start of the project, will be 
likely to once again pass through a period of restructuring. The 
role of Government will be marked by policy guidance. Accordingly, 
this department would essentially be engaged in promotional 
activities such as those related to the pr-eparation of project 
studies, investment promotion, extension services. consultancy. 
entrepreneu~shio development, craft and skill development, finance 
schemes development and the like. 

Hence. the in-depth evRluation would enable a thorough 
examinA.tion <:>f t;.h~ project design anr.I provicif".) guid:::in<:e t.o rAviRe 
thff orojact in t:he light of the new economic policy, wit.h 
p'lrti~u lar P.mph<'3sis on the nrnmotion of r.hP, nriv<'3t..e $ect-.or 
industry. 

The findings and recorrunendations expected to come out of the 
evaluation exercise will he used by UNOP, UNIDO and the 
implementing government institution - the Ministry of Industry. 

II. Scope. Purpose and Method of tb~-~~2luation 

ih13 economy is in transition f ram a centr::\ l i zed command 
economy to a de~entrali~Ad mark13t.-oriP.nT.ed mixP.rl P.cnnomy. The n~w 
economic Dolicy of the Transitional Government emphasises on 
privl.ltization and privat.e Rec:1;or nrornot.ion. There i.15 a1$o J) 

structural adjustment programme about to be imolemented. The basic:: 
purpose or the in-depth evaluation therefore is to reorient thA 
projects and reformul~te the project documents in the light of the 
new economic po Ji cy and bring in ::i .sh-"irper focus on to riromot:i on 
of oriv~te sector sma~l-scale industries, extension serviceR, 
technical assi~t~nce, ~ural ·industries etc. The restructuring of 
the management of the HASIDA ?nd ~OTC facilities is being taken up 
by the novernmP.nt. for more P-ffi c:i ent orierat. ion. The i n-dent;h 
evaluation would also examine the issue and advise. 

In accordance with the provision of the UNDP policies and 
procedures manual (PPM), the in-depth evaluation would: 

a) assess the achievements of the project against i t...s 
objectives a.nd expected outputs. including a re­
ex::imin~tion of the project design and e.xtenderl RssiBt.Rnr.a 
in the 1 i ght of the recent 1 y adoo ted new economic po 1 icy. 

b} ident:if"y And ~St=:ASS t:hA f~c:t.ors th::tt: h-"lv8 f;:tc:i 1 i f:::ited t:h8 
~chievements of the project ohjaatives, ~swell as thn~A 
f;:3ct,ors t.ha t might h<'lve i mf1erleci the f1J I fi I mP.nt of f".ho~P. 

objectives. 



objectives. 

To attain the ~bove mentioned oQjectives, the following 
activities will be undertaken: 

a) Project achievement will be assessed and evaluated 
against the expected outputs. 

b) Encountered problems and the means to overcome them will 
b~ identified. 

c) Project approach and design will be re-examined in the 
light of the new economic policy and the institutional 
changes that emerged thereof. 

d) Necessary followuo measures and additional assistance for 
project completion and output sust;;iinah.i I ity wi 11 be 
determined. 

e) The nature and magnitude of the extension service and 
technical assistance for private industries which would 
enable the utilization of the installed e~uipment will 
be determined and will be integrated into the remaining 
part of t~e project. Necessary inputs of expertise and 
hardware would be identified and the project document 
would be revi~ed accordingly. 

f) To design ? sound ~nd effective extension ~ervicA 
pro~r~mme 8nd the need for preparntory assi$tance. lik~ 
a capability survey of private industries. will be 
assessed and linkeq with or integrated in~o the on-going 
project. 

g) UNDP's assistance in the restructuring programme of the 
Private Sector Department of the Ministry of Industry to 
adjust it to the new economic environment would be 
determined. tn this context potential areas for further 
UNOP assistance in inst,itutional re-organization, 
development of operational promotion schemes, sector~l 
base-line studies and formulation of programmes for ways 
and means to develop the private sector would be assessed 
and recommended. 

III. Composition of t.b.~ Mission 

The mission will be composed of the following: 

One repre.sentative of UNDP in the field of in$titution;;il 
restructuring 
One representative of the Transitional Government of 
Ethiopia 



Two reore~ent~tives or UNTOO, one to av~lu~te HASIDA, Rnd 
one ·for EOTC. 

These representatives should not have been directly involved 
in the designing or implementation of the project. 

IV. ~o~sultations in the Field 
'· 

The mission wi 11 maintain close 1 iaison with the Resident 
Representative of UNDP in Ethiopia, the concerned government 
organi~ation. local UNIDO staff, and the project's national and 
international staff. 

The mission is also expected to visit the HASIOA workshop and 
t.f1t: ~elected mQdol r.:-c-n("l~ri:.f:ives which are supposed to own and run 
the project: and the EDTC facilities. 

Although the mission should feel -free to discuss all matters 
relevant to its assignmP,nt with the ~uthorities concernad, it is 
not authorized to make any commitment on behalf of UNlDO. 

V. · 11met.olll~ c:1.11d neport, or tho Mi~~ion 

In so far as required, the UNOP and UNIDO representatives will 
be briefed at their respective headquarters. Upon arrival in Addis 
Ababa, the mission will be briefed bv the Resident Representative 
of lJNDP, who will also provide the necessary substantive and 
administrative support. The mission will ~t.tempt to comnlete its 
work within t.wo wee1<~, · ~l.--:t··t;ns ;" Addi(; Ab~h111 in the first half 
of Hay, 1992. Unon completion of it$ work. it will be debriefP.o 
by the Resident Representative of UNDP. At the end of the mission. 
the Resident Representative of UNOP will organize a meeting with 
senior government officials for the mission to present its initial 
findings, conclusions and recommend~tions which will be discuss~d. 

The mission will 'comolete its draft report in Addis Ababa. 
It wil I le~ve ~copy of ~h~ draft with the Resident Repres~nt;ttive. 

The final version of the report will be submitted 
simult..::sneously to tJNnP ::'Ind UNIOO HF.!adqu<'lrt.ers (3 c:opies each) ~nd 
to the Resident Representative of UNDP 10.copies). The latter will 
be responsible for the formal submission or the 'report in 6 copies 
to the Government. 
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PRAfT M.INUlJ;S OF TH_E PROJECT REVIEb' ME~. 
l:tASI.D.LeHA$.E. _ll.L.P.B9JECJ_f.QeLEitt~f!/02J. l ANO_ENGLN..f:E.fil.N.G._D_~~­

~f'.J_D TQQL C_ENTffi PRQJJ;_c.:r_( DP..L~lJfLll~LQ.2.4.J __ 

The project review meQting batween the Ministry of F.xternal 
Economic Co-ope..ration (MEEC). lJNOP. UNJOO and m;magement-....s of "t.h"'l 
projects. on 19 March. 1992 in MEEC. 

The agre~d aoenda was as follows: 

1. The reorientation of the manaqement structures of th~ 
Engineering Design and Tool Centre and the Handicraft and 
small Ind1Jstries Oeve1opment Authority in conformity with the 
new economic environment. 

2. ReQufrement of "ldditional funrls For the pro~urement of parts 
to make the al ready supplied eciu i nment ope rat i ona 1 in the case 
of the Handicraft ~nd Sm~ll Industries Development Project. 

3. In-depth eva l•Jar,1on Tur 1..11 vje.__t.. or/CTrl/O~/Cl~7 UA~TnA Ph11se 
II!- approximate dates. 

Mr. Kebede Tiku, Head, UN Dept., MEEC. Ch:::iirman of the 
Meetinq. . 
Mr. Gizachew Bizuayehu, MEEC 
Mr. Gulelat Kebede, NPO, HASJOA Project 
Mr. M~r~aya A7eze. Genernl Man~ger, EDTC 
Mr. Abebe Negash, HASIDA 
Mr. B. Chinsman, ORR/ UNDP 
Mr. Pet.er M~n0r::tn.ian. l.INTOO Gount,ry Oiractor 
Mr. C .. Linke~ JPO, UNIDO 

Deliberations 

1. Th'3 meeting discussed the relevance of the two projects in the 
new environment. 

2. The meeting also discussed the mR~~~r Qf restructuring of the 
management of the HAS IDA and EDTC institutions/facilities in 
the light of the new Econ0mic Polir.y so rtS to enable th~m mAet 
the evolving needs of the priv~te sector. It was noted th~t 
the Ministry of !ndustry i~ r.ontemnl~ting on such measures. 

~- The need for ~he~P. institutions to be income-generating ho$ 
~lso beP.n discus~Ad. 
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4. In respect of the requirement of additional fundsT for the 
HASIDA Project. the issue was viewed in the 1 ight of the 

·.overall needs of the project in the new orientation. 

ReCO.!llmenda ti Q'l§ 

The following recommendations were made: 

1. In view of the relev~nce oft.he institutions such a~ HASJOA 
and EOTC in the nAw environment. t-.he proje~t!S warA rac:omml;\ndad 
to be continued and to be brought t~o thair logical conclusion. 

2. The m~nagement structures w~re raconvnendAci T.o he ad.iust.Ad in 
the 1 i ght of th~ new economic po ·1 icy with part i cu I er amphasi s 
on the promotion.of private ser.~or. 

3. An i·n-denth evalu::1tion is recommended to be carried out in six 
weeks ti~e. for hoth the HASTOA ~nd th~ EOTC projects. with 
a view to reorient the projects to meet t.he new pol icy 
objectives. Taking into consideration. and in line with the 
programmes and actions that are being taken at the macro-level 
the two institutions/faci l itias h::1ve to t>P. reoriented and 
restructured; and the projects h~ve to be revised accordingly. 
The in-depth evaluation is expected to provide guidalinRs on 
the restructuring of the management of the 
inst i tut. i on!-3/faci l i ti es and racommendati ons on the re­
orientation and revision of the two projects. 

4. The necessary inputs to bring the projects to their logic~l. 
conclusion. in their new orientation, would be considered in 
a Tripartite Review Maeting. based on t~e rAcommenda~ions of 
the in-depth evaluation. 



Annex II: ORGANIZATION VISITED AND PERSONS MET WITH THEIR 
FUNCTION 
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KEY PERSONS AND ORGANIZATIONS MET 

1. Ministry of Economic Co-operation 

Dr Kebede Tiku, Head of United Nations Desk 

2. Ministry of Industry 

Ato Assefa Kebede, Vice Minister 

Zewde Biratu, Head, Private Industry and Co-operatives 
Promotion Department 

3. HASIDA 

Dr Gulelat Kebede, National Planning Officer and 
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Head, Planning and Statistics Department 

Solomon Wale, Head, Projects Department 

Abede Negash, Head, Engineering Department 

Ayele Tamirat, Head, Project co-ordination 

Girmay Mekonnen, Senior Technical Co-ordinator 

Afework Yohannis, Project Manager, Textile Pilot Industry 

Atkilt Assefa, Project Manager, Sheet Metal Pilot Industry 

Mulugeta Debela, Head, Co-operative Promotion Sector 

Dr Jalal Al-Youzbashi, UNV Sheet Metal Expert 

Tesfaye Birega, Acting Project Manager, Pilot Foundry 

Tadesse Eshete, Industrial Chemist, Pilot Foundry 

Keterna Desalegne, Civil Engineer, in-charge of overall 
project civil works 

4. Akaki Spare Parts and Hand Tools Factory 

Asrat Seleshi, Manager 

5. Thermo Plastic Processing Factory (private) 

Mages Alernu, General Manager 



6. National Productivity Improvement Centre, 
Ethiopian Management Institute 

Mulugeta Atnafu, Deputy Director 

7. Technical School of Addis Ababa 

Getachew Asrat, Director 

8. National Metal Working Corporation 

Yeheyes Assefa, General Manager 

9. Engineering Design and Tool Centre 

Mergaye Azeze, Manager 

10. UNDP 

Babashola Chinsman, Deputy Resident Representative 

11. UNIDO 

Dr Peter Manoranjan, Country Director 
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Claudia Linke, JPO [) 



57 

Annex III: ADDITIONAL INPUTS NEEDED TO COMPLETE PHASE III 



ESTIMATES OF ADDITIONAL INPUTS 

1. Requisitions Submitted: 

(a) TEED, Machine Shop 

Experts, including training 
erection, commissioning and maintenance 
services· 

surface grinding machines (2) 
jig boring 
copy milling 

(b) TEED, Foundry 

analytical balance 
cylinders and C02 gassing equipment 
exhaust fan motors 

(c) Sheet Metal Pilot Industry 

dies (2) for double action press 
and hydraulic press 

raw materials for start-up 
motor for spinning lathe and 

valves for compressor 
commissioning from supplier 

of double action and hydraulic 
presses 

SUB-TOTAL 

2. New Items: 

(b) TEED, Foundry 

power cables 
switch boards (4) 
Foundry Expert, 3 mm 

(d) Textile Pilot Industry 
humidifiers 

SUB-TOTAL 

TOTAL 

$22,000 
65,000 

3,000 

33,000 

$34,000 
80,000 
30,000 
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$ 89,000 

8,000 

123,000 

$220,000 

$144,000 

10,000 

$154,000 

$374,000 
vvvvvvvv 



J. Items Under Claim 

(a) TEED, Foundry 

materials shipment lost Assab Port 

(d) Textile Pilot Industry 

missing items 
erection and commissioning 

SUB-TOTAL 

4. New proposal submitted to mission 
(subject to approval) 

(c) Sheet Metal Pilot Industry 

$50,000 
10,000 

spinning lathe (similar to existing) 
portable pneumatic nibbler (2) 

(similar to existing) 
potable pneumatic shear (2) 

(similar to existing) 
hand shear, 1 meter blade 
portable spot welder with spares: 

electrode arms and electrodes (12) 
and couples (4) 

machines for piping work 
one for cutting of pipes 
one for threading of pipes 
one for bending of pipes 

SUB-TOTAL 

TOTAL 
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$157,000 

60,000 

$217,000 

$ 25,000 

$ 25,000 

$242,000 
vvvvvvvv 



List of rtems at Assab Port and not delivered to project site 

purchase Order No. 
Operation No. 
B/L No. 

Container No. 

{ Ref OCLU 0730912 
2 

Seal No. 486761 

~ Ref OOPU 0 304 779 
3 Seal no. 017047 

15-0-0648M 
- 4237 8534 
- 6714994-2 

Description of Items 

a) 30 dru.m.a ferro silicon on 10 pallets 
b) 2 boxes ferro ~anganese 
c) 14 ~ !erro manganese on 5 pallets 

a) i8 drums pi3 iron on 9 pallets 
b) ~ pallet gr~pbite powder 
o) 2 pallets bentonite clay 
d) 'l pallet i) Sl~g Cos.gulcnt 

ii) ():>:icover 

ii).) r.inofeed 

e) 5 dr.l.t'l.S sodiUI:l oilica.te 

f) "1 pallet cot-::.1 d.unt 

~Ref OCLU 062826/4 11 cases cf :iiachinery, tu.bing and oil 
4 seal No. 444634 

net w/t 

10 tonnes 
3 tcnnea 
7 tonnes 

10.8 tonnes 
~ tonnes 

3 tonnes 
100 kg. 

100 kg. 

100 l~g. 

1.6 tonnes 
1 tonne 

Lt.65 tonnes 



NOTE: ITEMS IN THIS LIST ARE NOT INCLUDED IN THE BUDGET 

1. 

/ 2. 

3. 
v''+. 

.5. 

( 6. 
7. 
8. 

List of Raw Materinla 1 Tools le t-1achinarie• 

Required tor the Pilot Demonstration FoUAd![ 

Item -
rouadr7 Ridell•• 

1ouadJ711•a aow• 
IAc1iA1 ( Leg-pa4•) 

1aoe Shields 

Swing Fra11e Grilldder 

Ill.llereion PJ'JOmeter graphiat• 'l'her1110 Couple 

Multi•etre 

Generator ( 20 lll'-A) 

B. Patteru Making Haiad Tool~ 

1. Rowid Sol• Plane 30, 4011111 

2. 

I 4 • 

8. 

( 10. 

I 11. 

Bu.ll Noe~ Pl&lle 

Spoon Gouge 8, 12, 16, 20, 24 m~ 
Spoon Chisel 10,16,20,24~m 

Swan Neck Chieol 10,16,20,Z4lllll 

Cur'W'ed Gouge 8,12 1 16 1 20,24IUll 

Pattern Making Contraction ( Scale ) Ste•l ru~e, 

60011111, 1000Jua with 1/48, 1/60, 1/7?, 1/100, 

1/120, 1/96 contr~otion allowance 

Radiu• Gauge }-20&11 

Rule St4A• 

Disk •tµid Paper 6oamm Dilll'leter 40x60 Oritt 

Babbin ~landrela 3/8x6in; S/8x6ini 11/l+x11in; 

2 1/16x10in1 3 1/2x10 in 

(' 12. Babbin Sand Paper ( Sanding Bobbins ) 

3/8x6i.A1 5/8x6illi 1 1/a.x11ina 

2 1/16x10 in1 3 1/2.x10in1 

£.!l.· 
10 

20 

'° 20 

1 Pos • 

1 N 

1 M 

1 " 

2 " 

2 " 

2 " 

2 " 

5 " 

2 ••t 
At 

200 Pos. ( 100 ·~ 

15 Poe.( 3 •40-

250 Poe. (.50 eu 

NBz- Although this js a list, pvrt o! which is nleo reproduced in th• 

rrport of U~IOO •xpert }:r. Ii. GraboHch, it may hnve to be reYiev•d 

by a foundry engineer inord•r to lifferentiate tho i•~idiate aa4 

ori tic al one B fr'> It tu tu re nec•••i tieo. 



Machines 

1. CE)mbined surf ace & tbickness planer 

2. Wood turning lathe 

3o Router 

/4. Profile belt sanding machine 

c.Laborator;y 

1. Items 

./- Rapid sand washer 

/_ Lethlene blu~ cla:r tester 
I_ PH-meter(table size) 

/_ Electrical water still 

/water Bidistiller/ 
(- Infra red dryer 

1- Dispenser(automatic) 

/-Magnetic stirrer 
/- Electrical lab anal]"thical 

Balance 
/_ Filter paper/while/ 
/- Labcrucibles with tangs 

Goggles and gloves 

/ - Oxygen cylinder filled with 

o2gas 

Etchants[reagents/ 
1 ... Nitricaacid 

/ 

r - Hydrogen peroxide acid 

J - Hydro Fluoric acid 
- Sulphuric acid 

·, - P erchloric acid 

:' - Chramic acid 

,. - Formal dehyde 

/ - Oxalic acid 

Unit 
Pc 
II 

II 

" 
II 

" 
II 

II 

II 

II 

II 

II 

litre 

" 
II 

II 

II 

" 
" 
11 

... / 

.51.!Y. 
1 

2 

1 

1 

Quantit;r 
1 

1 

1 

1 

1 

1 

1 

2 

1000 

20 

4f-5 

2 

lot 

30 
20 

20 

50 
20 

20 

20 

20 

Remarks 



Etchants/reagents/ 

-acetic Acid 
- 1::1: hy 1 ealcohol ( d ena tused) 

-f'otasaium ferrocye.nide soltl-t10# 
1 -Hydrochloric acid 
; -Lead Nitrate o~ acitate 
' l 
' -Sodium Hydrex<~Sc:.id) 

I -r' icric acid 

J~Xylol (Xylene) 
I-Sodium Sulphate 
I -KMN04 
I 
"-Feel3 

(-Na
2
co

3
(anhydrous)solid 

I -Per chloric acid 

J -Glaes Wares: 
a. Beakers(P yr es) 

. b.Flasks(Bore sil:cate 

c.Reagent bottles( ") 

d.T.tubes(Bore si:icate) 
e.Pipettes( 5ml,~Jml,15ml) 

1 f. Granduate cylinder 
g.Burettea(with stand & clamps) 

, h.Refractomenter 

i.Eortar witb nes~le 

:1 j oRefrigrator ( ce::.ium) 

koCamera (palaroid) 

, l.a.Emission spec:roacopy 

1 moCniversal rnate~~el testing 

~achine 

tn.Ultrasoaic fla~ tester 

I ct.Hardness tester 

Unit 

litre 
11 

kg 

litre 
11 

kg 

litre 
It 

ti 

11 

kg 

II 

liter 

pc 
II 

II 

II 

" 
II 

It 

It 

It 

11 

II 

II 

II 

II 

" 
" 

... I 

4/uanti t;v 

20 

30 
15 
30 

Remarks 

15 for N2Sdef ecti< 

40 

25 
20 

15 

15 
15 

50 

15 
leto 

40 

30 Dif fer.ent t;rpe 

(erlenrnyre, 
round&Conical 

40 

10 

9 (~eAch) 
10 

4 

1 

'1 

1 

'1 

1 

1 
1 

2 



Item 

- Books a)Hand books for mate­
rial test 

b)Chemical dictionary 
c)Inatruction book 

I - Standard Micr•structural 
diag(celonred) of metals 
(wall-chart) 

( 
- Dark room equipments 

" - Camel bail brush 
/ _ Funnels 

· - Conductimetry 
I 

I - 'l'hermometre (digitsl) 
( - Bun~en burner 

- Bath water 

4 

Unit 

It 

II 

It 

II 

pc. 

" 
11 

II 

II 

II 

II 

2 

1 

1 

2 

let 

2 

4 

1 

1 

1 
'), 

1 

Remark§. 
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Annex IV: LIST OF HASIDA PERSONEL TRAINED 



Name 

Negussie Welde 

Girma Herpasa 

Tamiru Tessema 

Ketema Desalegne 

Berhanu Bechere 

Mohammed Ibrahim 

Hailu Mekkonen 

Andachew Kuma 

Geremew Ayalew 

Girma Dessalegne 

Mekonnen Assef a 

Wubishet Kif elew 

Af ework Abebe 
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LIST HASIDA PERSONNEL TRAINED 

Field of Study 
Country and Duration 

Small entrepreneurship 
promotion/assistance 
Netherlands, 3 mos 

- same as above -

Programming and systems 
analysis, UK, 3 mos 

Struc steel and reinf 
cone bldg construction 
UK, 3 mos 

Tool design 
UK, 3 mos 

Heat treatment 
UK, 3 mos 

Prog and systems anal 
UK, 3 mos 

Adv tech and voe trng 
Italy, 2-1/2 mos 

Comp prog system 
UK, 6 mos 

Dev policies and plann 
UK, 12 mos 

Industrial & adrnin 
UK, 24 mos 

Mfg system eng course 
UK, 12 mos 

Mfg engineering design 
UK, 18 mos 

Previous and current 
Post/Assignment 

Senior expert to 
Head, Ind Promotion 

Expert to EEC 
assistance prog off. 

Expert/add assign in 
planning and data pr 

Tech senior expert 
(no change) 

Tech expert to tool 
and product design 

Tech senior expert 
(no change) 

Expert (no change) 

Co-operative trng 
expert (no change) 

Team leader to head 
statistics sector 

Expert/now assigned 
to privatization of 
Indian plants 

Legal advisor 
(not yet finished) 

Mech engineer 
(not yet finished) 

Tech senior expert 
(not yet finished) 



Annex V: UNIDO PROGRAMME FOR SMALL AND MEDIUM INDUSTRIES 

(SUMMARY) 
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UNIDQ PROGRAMME FOR SHALL AND MEDIUM INDUSTRIES* 

A. BACKGROUND AND OVERVIEW 

Trends and Challenges in the Small and Medium Industries CSMis) Sector. 

1. In recent years, UNI DO' s efforts to promote and support 
industrialization through small private businesses have become an 
essential component or the centrepiece of development strategies in many 
countries. In-depth studies, statistical surveys and the media bear 
testimony to the fact that small business is the leading private employer 
in key sectors of the economy. Its contributions to job creation, local 
income and foreign exchange generation, product and technology innovation 
are vital to economic growth as well as to the sustenance and survival of 
large population groups especially in rural and depressed areas. 

2. As small private businesses have assumed larger roles in economic 
and industrial development, governments have revie~ed policy frameworks 
and initiated the process of decentralizing support services to meet 
actual needs at the enterprise or grass-roots levels. The end of the BO's 
saw a gradual trend towards "management by partnership" which utilizes 
pri~ate sector groups and inter-firm co-operation to better harness an~ 
mobilize locally available resources, human and material, for achievinf_ 
national development goals and plans. 

3. Governments in developing countries face major challenges to impro\·,: 
standards of 1 i ving, combat poverty, and increase absorption of !=hei:: 
rapidly expanding labour forces. In reformulating their economic 
development strategies, many governments now recognize that particula:: 
attention must be given to furthering small and medium industries (SMls). 
especially micro industries as cornerstones of long-term social progress. 
Their flexibility, dynamic adaptation to changing market conditions. 
ability to respond to technological innovation and their contribution to 
employment and decentralization policies, make them significant engines o: 
economic growth. 

4. In developing countries, the formal SHI sector typically contribu::,::; 
a significant percentage of industrial output and absorbs on average ~e:~ 
over 50 per cent of industrial employment. (The proportions would be muc~ 
greater if 'informal' industrial activities were included). The grec.: 
potential offered by these industries, especially in terms of thei.:: 
contribution to building up a broader and more resilient base fc~­

industrialization. is a challenge in itself, since great difficulties ha\·,; 
to be overcome in fostering and accelerating their development. This 
challenge assumes a note of urgency given the fragility of impon:­
substitution industries which are dependent on foreign equipment a:· .• : 
imp0rted ra~ material inputs and on entrepreneurial and manageria~ 

car.>cities from abroad. In many debt-ridden developinf, countries, domest:.: 
resout·ce - bc.sed and local market-oriented industries led by indigenc_.:; 

The c-2n~ric r,o'.-::r~rice Sl!Is also covers micro and rural industries aside iro::i technology-oriente·5 :- : 
facL'ry-bas-::d i;;.jl!Sai.:l o~~rations. It 1:1ust also be borne in nind that S!":is in the private secto~ '-> 
the l":c'art o: :t,-: prv?"fc£:;,:. 
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entrepreneurs are crucial elements to self-reliant development strategies 
which reduce vulnerability to the lack of foreign exchange. 

5. When promoting small industries as opposed to basic import-
substitution industries, UNIDO's experience is borne out by those of other 
international and national agencies that there is no expedient approach to 
picking potential winners. In principle, their promotion should be pursued 
as an integrat~d component of macro-industrial policy that takes into 
account different branches of industry in a non-discriminatory fashion. 
The legal system, the mix of regulatory and promotional policies, as well 
as the macro-economic adjustment policies introduced to offset occasional 
external imbalances have all to be carefully reviewed in terms of their 
positive or negative impact. 

6. Prior to setting up new policy measures, governments may find it 
more expedient to remove bottlenecks and biases that have built up against 
the small industry sector. However, deregulation alone will not transform 
the evident dynamism of small entrepreneurs into a viable base for 
modernization. Appropriate policy reforms have to be accompanied by 
institutional reform and proactive approaches. A truly viable small 
industry sector requires proper interface with other dynamic structures of 
the "modern" industrial sector: the productive network of large 
enterprises, formal banking systems, and opportunities for entry into 
international markets. 

UNIDO's Thrust and Strate&y 

7. UNIDO programmes, activities and instruments which address SMis and 
the private sector in the developing countries have changed considerably 
in the last decade, especially where public enterprises have proved 
burdensome to governments and servicing the external debt has eaten up 
foreign currency earnings and export incomes. UNIDO has had to respond to 
structural adjustment efforts of governments to adapt themselves to global 
developments and the dynamics of world markets along with internally­
oriented measures to simultaneously promote growth, reduce inflation and 
public sector deficits, and re-establish domestic stability. Finally, as 
a result of market-oriented changes in many countries, Ul\IDO has 
undertaken to strengthen its programme by privatization measures whereby 
advice and assistance are provided to help small units spin-off from large 
public enterprises. 

8. Adjustments in UNIDO' s technical cooperation programme for SMis 
evolved towards the end of the 80' s as a result of on-going project 
reviews, in-depth evaluations exercises and studies and consultations 
carried out with other multi- and bilateral agencies as well as with 
private consulting groups 1

. From lessons learned, the UNIDO approach to 
SMls took on a different orientation. This was also brought about by 

!JK:ig these sources are a joint study in 1987 (UNDP, the Government of Jletherkds, ILO and 
Utllf•)) on h:ral Soall Industrial Enterprises and the First Global Consultation on SKis carried out by 
lJN!fl) in 1'?~9 •1hich had been preceded by reqional 11eetinqs in J..frica, Asia, Europe and w:in A::°"rica. 
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considering the changing requirements in the 90's of SMI-clients and the 
need to mobilize in-house resources more effectively for a UNIDO-wide 
response. 

The re-oriented UNIDO strategy is thus directed towards providing a 
comprehensive package of services designed a) to promote commercially 
viable and growth-oriented small industrial enterprises and support small 
private entrepreneurs able to create and sustain jobs and incomes; b) to 
improve access of SMis to financing with particular regard to the special 
problems of disadvantaged target groups; c) to strengthen institutional 
support mechanisms in cooperation with non-governmental entities and 
private sector groups; d) to integrate the SM! sector with the modern 
industrial sector through policy reform, technology promotion and 
development, and industrial partnerships on a national or international 
basis. 

10. Experience has shown that the development of small and medium 
industries is most effective when efforts are integrated at 3 levels: a) 
policy, b) institutional and c) enterprise. liNIDO assistance is therefore 
identified in the majority of cases at a critical entry level or priority 
area according to need and available resources. 

11. A comprehensive approach allows UNIDO to focus on critical factors 
and to integrate efforts in order to avoid ~aste from duplication or gaps 
in services and to ensure coordination. Such integration needs to be 
structured to facilitate the flow of resource inputs and communication 
within the level at which assistance is focused and with other levels 
through a built in system of feedforward and feedback loops. 

12. Project inputs therefore assume a modular structure to ensure focus, 
customized responses, and flexibility. These factors are all built into 
the design and implementation. 

13. To implement the SMI strategy of UNIDO, a team approach involving 
various parts of the Organization has been adapted. This will help insure 
sustainability and long-term prospects of the integrated modular programme 
approach including thematic or subsectoral analyses and country studies. 
The modules can draw from a variety of substantive ;:irogrammes, 
consolidated into an integrated approach to ensure intra-divisional 
complementarities. 

14. In summary, UNIDO's overall strategy comprises the following broad 
directions and key areas of concern: 

14.l The entrepreneur as the primary beneficiary cum agent of change. 

14.2 Industrialization as the context or arena for addressin:; the needs 
of SMis. 

14. 3 Greater involvement of private seccor instit:utions and small 
industrial entrepreneurs themselves in stimuLn ing investment, 
lc.bour absorption, technology acquisition and ,;Japtation, 
envirorunent:al monitoring, regional development ;c;11d <<-:1~'r issues 

. ; ... 
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designed to improve public recognition and response to the wide­
ranging needs of small businesses. 

14.4 Policy reform may have to start with deregulatory measures not only 
to remove those directly discriminatory to SMis but specially to 
arrest legislative flaws, burdensome loan approval and disbursement 
procedures, or the untenable but prevailing perception that the 
small entrepreneur cannot service loans on commercial conditions. 
The regulatory environment is often characterized by rules and 
procedures that are either without substantive merit or unrealistic 
and simply not enforceable. 

14. 5 Institutional developments could be helped initially by removing 
barriers that make it almost impossible for SMis to have access to 
information and other technological or financial services. To 
resolve biases against SMls by financial institutions, priority 
could be given to allocating foreign exchange facilities for vital 
raw material inputs, supplies of machinery and spare parts. 

14.6 The role of local authorities in regional and rural development must 
be recognized considering their responsibilities for real estates, 
infrastructure and services in the health, recreation and education 
fields. They are best able to exploit complementarities and to plan 
and co-ordinate investments in these areas. They can have a clear 
appreciation of difficulties faced by SMis and therefore have a 
clear role in streamlining the regulatory framework and its 
enforcement. 

14.7 Finally, the role 
support groups and 
cannot be stressed 
heretofore. 

of leaders in local business communities as 
the need to mobilize private sector resources 
enough and will need greater attention than 

15. UNIDO staff ~ith the requisite expertise have acquired a broad and 
varied experience in different sectors of industry which is unique among 
multilateral agencies. The UNIDO approach aims to harness the expertise 
built up over the :•ears to implement a coherent and cohesive programme to 
foster self-reliant growth-oriented SMis and to provide a sound basis for 
the industrialization efforts of the developing countries. 
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B. DEVELOPMENT OBJECTIVE 

To enhance the contribution of small and medium industries (SMis) to 
industrialization and private sector initiatives within the framework of overall 
economic and social development goals. 

C. PRIORITIES AND TARGET GROUPS 

(1) The priorities of the programme for SMis are: 

(a) Developing a sustainable environment conducive to promoting the 
growth of small and medium industrial enterprises (including RSIEs 
and micro enterprises) by inter-alia adopting and operationalizing 
policies and strategies to facilitate the access of SMis to 
financial and technical resources. (POLICY LEVEL) 

(b) Strengthening institutions and mechanisms to promote SMis by 
providing effective support services including access to financial 
and technological resources and facilitating inter-firm cooperation 
and complementation. (INSTITUTIONAL LEVEL) 

(c) Modernization of SMis by enhancing entrepreneurship and facilitating 
access to information and resources (finance, marketing and 
technology. (ENTERPRISE LEVEL) 

(d) Promoting the UNIDO programme for SMis (i) through effective 
mobilization of in-house resources and (ii) through networking and 
outreach activities, i.e. international exchange and direct 
industrial information services to SM!s. (UNIDO AND INTEBNATIONAL­
LINKAGE LEVELS) 

To achieve those priori ties, UNI DO will systematically monitor 
changes and analyse developments affecting the SMI sector with a view to 
enhancing the Organization's capacity in providing advice on policy 
options, guidelines and directives for the sustained growth of SMis in 
developing countries. Furthermore, UNIDO will also carry out referral and 
clearing house functions and will undertake catalytic support activities. 

(2) The target groups Addressed are the following: 

Priority (a): legislative, planning and executive governmental bodies in 
the developing countries. 

Priority (b): concerned public and private sector institutions, 
associations and other co-operating groups of industries. 

Priority (c): growth-oriented industrial enterprises in developing 
countries including industrial associations. 

Priority (d): L<:~IDO and international networks including field staff as 
pron•~'tional an,: ~ransfec agents. 
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D. PROGRAMME OBJECTIVES: OUTPUTS AND ACTIVITIES 

Subprogramme I 

Subprogram.me II 

Subprogra8llle III 

Subprogr.:.l!!IIle IV 

Subprogrc.L11lle V 

Subprogrc.=e VI 

Assistance in creating and sustaining an environment 
which is conducive to growth of SMis by adopting and 
implementing macro policies and programmes which 
optimize contribution of SMis to balanced development of 
the industry sector (DEVELOPING ENABLING ENVIRONMENTS). 

Assistance in strengthening institutions and mechanisms 
for SMis which provide services and complementary 
resources (finance, technology, information, management, 
market). (DEVELOPING DEHAND~ORIENJED INSTITUTIONAL 
MECHANISMS). 

Support to the SMI sector in the modernization process 
by enhancing entrepreneurship, upgrading technology, 
improving productivity and facilitating access to 
resources and markets (ENTREPRENEUR AND ENTERPRISE-LEVEL 
SUPPORT) 

Assistance in ensuring the optimal conditions for the 
dynamic development of small high-tech industries (HIGH­
TECH OPTIONS FOR SMis) 

Support to the SMI sector in facilitating their access 
to financial resources and in linking finance to 
technical assistance (fINANCING). 

Programme support measures ( i) to promote the SMI 
programme in a more integrated manner; (ii) to ensure 
coordination with greater participation of private 
sector and banking sector representatives. (PROMOTION 
AND NETWORKING). 


