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Introduction

Business Development Services (BDS) facilitation has been introduced with great success in
Ethiopia since 2001 by about 30 public, private and commercial business development
institutions. Nevertheless, BDS delivery on the part of private commercial BDS providers still
remains weak and has to be strengthened further, if it is to become sustainable.

This publication aims at spreading BDS facilitation as a tool for enterprise promotion all over
the country and would serve as a toolkit for national institutions and internationally funded
projects alike. The experiences reflected in this publication were gathered over the last four
years by the Ethiopian Business Development Services Network (EBDSN) in cooperation
with the Ethio-German Micro- and Small Enterprises Development Project. The MSE
Project has been implemented by GFA Management on behalf of the German Technical
Cooperation (GTZ). One of the most important lessons learned is that a BDS facilitation
approach should be action-oriented: BDS training should be translated into outright
implementation of BDS actions. This is the reason why BDS training should involve direct
preparation on how to put BDS into practice.

Chapter 1 provides an introduction to BDS in general and to our approach Demand-driven
Needs Assessment and Business Services Delivery as applied in Ethiopia:

0- Section 1.1 answers the question What is BDS? and provides a range of
examples of Business Development Services.

0- Section 1.2 highlights the importance of demand-orientation in BDS promotion
and how this became an important starting point for our BDS approach.

0- Section 1.3 provides an instruction on how to decide where to get started with
BDS Promotion in answering the question Which enterprises should we
target? .

0- Section 1.4 introduces the reader to the implementation methodology of our
BDS approach and its three core elements situation analysis, action planning
and delivery. The practical steps of implementation are explained in more detalil
in Chapter 2.

d0- Section 1.5 points out why it is so important to apply a participatory approach in
BDS facilitation.

0- Section 1.6 discusses the question of how to commercialise BDS and develop a
functioning market. The section relates to section 1.2 and what has been said
on demand orientation, and puts it into a context with practical issues and the
situation in Ethiopia.

0- Section 1.7 raises a practical issue the costs of BDS implementation. More
details on this are provided in Chapter 3.

0- Section 1.8 provides an example of BDS provision to Medium and Larger
Enterprises, as opposed to the main part of this publication which mainly deals
with Micro and Small Enterprises.

0- Section 1.9 and 1.10 refer to the achievements of the EBDSN and present
illustrative case studies.

Chapter 2 and 3 explain the practical steps of how to implement the BDS approach
developed by the EBDSN. While Chapter 2 concentrates on the training workshop to build up
the necessary BDS facilitation capacity, Chapter 3 covers the remaining organisational steps.

On the webpage of the Ethiopian BDS Network (www.bds-ethiopia.net) you will find further
information on BDS providers and business development agencies, BDS activities achieved,
BDS implementation approaches and strategies, BDS-related issues, such as taxation,
marketing, export, vocational and entrepreneurship training, sector studies and policy issues.







1. Demand-driven Business Development Services (BDS)

1.1 What are BDS?

Business Development Services (BDS) comprise a wide range of non-financial services
provided by private suppliers (BDS providers) to entrepreneurs who use them to efficiently
operate and make their businesses grow. The types of services in a functioning BDS system
are determined by the demand articulated on the part of the businesses.

Some examples of BDS include:

Market access services:

0- Market information; market linkages; trade fairs and product exhibitions;
development of samples for buyers; subcontracting and outsourcing; marketing
trips and meetings; market research; market space development; showrooms;
packaging; advertising.

Input supply services:

0- Linking MSEs to input suppliers; improving suppliers capacity to provide a
regular supply of quality inputs; facilitating the establishment of bulk buying
groups; information on input supply sources.

Technology and product development services:

0- Technology transfer/commercialisation; linking SMEs and technology suppliers;
facilitating technology procurement; quality assurance programmes; equipment
leasing and rental; design services.

Training and technical assistance:

d0- Mentoring; feasibility studies and business plans; exchange visits and business
tours; franchising; management training; technical training; counselling/advisory
services; legal services; financial and taxation advice; accountancy and
bookkeeping.

Infrastructure-related and information services:

0- Storage and warehousing; transport and delivery; business incubators;
telecommunications; courier services; money transfer; information via print,
radio, TV; internet access; computer services; secretarial services.

Policy and advocacy:

0- Training in policy advocacy; analysis and communication of policy constraints
and opportunities; direct advocacy on behalf of MSEs (e.g. taxation problems
and premises); sponsorship of conferences; policy studies.

Access to finance

0- BDS providers do not provide direct financial support, but link businesses to
banks and micro-finance institutions; provide information on credit schemes and
conditions; encourage savings; assistance in business planning for loan
applications.

1.2 Demand-oriented services

SMEs need a range of Business Development Services that contribute to the efficiency,
profitability and expansion of the business activities they pursue. Institutions involved in the
facilitation or provision of BDS need to base their service delivery methodology on the basis
of the needs of business operators. In short, BDS need to be demand-oriented.




Supply-driven services will often not meet the needs of business operators and therefore
simply are not used or only if these are not connected to any costs. However, without the
respective willingness to pay for the services, there is no potential to achieve long-term
sustainability for their provision. On the other hand, SMEs often have no experience with
services which they consider really useful for them. Therefore, without an existing BDS
market it is very difficult to nurture a willingness to pay for BDS. So, the situation in Ethiopia
was how do you develop a demand-oriented approach if the willingness to pay is virtually not
existent?

The approach of the Ethiopian BDS Network was to include participatory needs assessment
in the BDS facilitation methodology. It is important that the needs assessment is participatory
because that is exactly what the willingness to pay is about the business operator s very
participatory expression of a need. Even though some of the services still had to be provided
for free of charge, due to BDS being new to most MSEs in Ethiopia and their willingness to
pay often low, we strongly believe that this is a practical approach to BDS, which has already
made a substantial impact in Ethiopia and has the potential for sustainability and further BDS
market development in the country.

1.3 Criteria to select businesses for BDS

BDS is not different from other markets: If you want to engage in BDS facilitation or BDS
provision, you first have to define your market. The selection of businesses to be involved in
BDS activities is not limited to narrow criteria, but depends on the capabilities of and the
services provided on the part of the concerned SME development agencies and BDS
providers. Our method of selection is a practical approach to getting BDS started. Facilitators
identify market segments in the intervention fields of their organisation, but the concrete
services are determined by the demand-driven needs assessment on a business level.

Some criteria on how to select a market segment for BDS development are:

Gender issue

d0- Advocacy institutions for women choose women entrepreneurs. The Amhara Women
Entrepreneurs Association, whose BDS programme is funded by the ILO, focuses on
women entrepreneurs.

Sector or cluster approach

0- If your organisation intends to focus on _tourism development, you should select
tourism related businesses, such as hotels, bars, restaurants, travel agencies and
souvenir gift shops;

O

If you have the intention of developing certain sectors/sub-sectors, you may focus on
areas, such as wood and metal works, construction, textile or food processing;

d- On technical and vocational training oriented structures, you may focus on_production
and service trades, such as carpenters, blacksmiths, metal workers, bakeries and
barbers who may need more profound professional technical training and other
business development support services;

0- _[Export promotion related institutions choose export-import businesses
(e.g. Women Exporters' Forum);

0- The sector or cluster approach provides you with the opportunity of obtaining more
technical expertise with regard to the activities involved. Support activities may be
given to groups and similar business activities could be clustered for purposes of
group discussions and the exchange of experiences.



Example of Addis Ababa City Administration

The Addis Ababa City Administration focuses on the following four sub-sectors with a
potential for growth:
0- Food processing, construction, textile, metal and furniture. In this case, the facilitators
at a Kebele administration level may select enterprises from these sub-sectors and
related activities.

Example of Commercial Bank of Ethiopia (CBE)

0- The Commercial Bank of Ethiopia provides counselling services based on our BDS
approach to its customer companies receiving credit. Most of these companies are
medium and large enterprises in the construction, transport, textile sector and trading
industries (for more details please refer to item 1.8).

Commercial BDS-providers

d- Commercial BDS providers should rather focus on small and medium enterprises that
have the financial capacity to pay for BDS and on those that have already developed
a real enterprise structure with a more complex production process and an internal
division of labour, with needs in management and accounting training, technical and
vocational training as well as business planning.

0- The size of the enterprise should be adapted to the BDS to be provided. Most of the
existing micro enterprises do not have the financial capacity to be served by paid
BDS. However, that does not mean that micro enterprises are to be neglected, but in
most cases they have to be served by non-commercial providers and facilitating
structures such as NGOs, FeEMSEDA, ReMSEDAs and Chambers of Commerce.

Selection of businesses on grounds of practicality:

d0- In order to make the facilitators work efficient and effective, businesses may also be
selected on the basis of the following criteria:

0 Businesses that are in the vicinity of the facilitators' office, in order to
overcome transport problems;

0 At the beginning choose businesses with less complicated problems. Do not
try to solve problems beyond your capacity or the capacity of your partners;

0 Choose a variety of business activities first, in order to obtain an overview of
existing constraints in various sectors;

o Do not choose business operators who are not willing to collaborate;

o0 Do not choose business operators who are not ready for self-help initiatives
and only ask for assistance and grants;

o Do not choose businesses that encounter problems that are too complicated
to solve.

1.4 Implementation methodology

In order to put its demand-oriented approach into practice, the Ethiopian BDS Network
developed its own BDS implementation methodology: the Demand-driven Needs
Assessment and Business Services Delivery . It is a participatory method that is comprised of
a situation and problem analysis, action-planning and the delivery of demand-based services
to micro, small and medium enterprises (MSMES).

The methodology is applied by MSME facilitators who are working in public, private, NGOs
and self-help business support institutions. These facilitators are trained in the application of



the method. The BDS facilitator puts the method into practice by physically presenting
himself/herself to the selected enterprises. The first step is that the facilitator assists the
enterprise in identifying the main business problems and in proposing its own solutions. For
this participatory BDS approach, it is important to involve the business operator in the
situation analysis and problem identification of the enterprise.

The BDS facilitator subsequently helps the business operator to refine his/her own proposals
and makes additional suggestions. In addition to that, the facilitator not only provides the
business with on-the-spot advice, but also links the business to service providers (BDS
providers, training centres, public agencies and financial institutions), in order to receive the
necessary support for the realisation of proposals. Finally, the business operator needs to
commit himself to acquiring the business support services that he and his facilitator have
identified as being useful. This approach is participatory and likely to be sustainable, as it
ends up being a BDS that is paid for and directly targets the core problems identified by the
business operator himself.

a. Situation analysis

Every BDS facilitator visits 15 businesses and discusses their situation and main problems.
The data is documented in a situation analysis overview. The problems and solutions
forwarded by the business operator (refer to last column of situation overview) are then
transferred to a five-month action plan.

The data included in the situation analysis matrix is not exhaustive, but may provide us an
insight and idea of each of the enterprises concerned. Even in our first discussions with
business owners we may make observations and obtain some information about their main
problems. In the last column of the situation analysis format "Problems of and proposals by
the business operator himself* can be found, where preliminary ideas about potential self-
help initiatives of the business operator himself as well as additional support of the facilitator
can be gathered.

As a next step, you are expected to transfer these ideas into the action-planning matrix that
includes more detailed and realistic activities to be implemented. The situation analysis
overview contains the following issues:

Situation of selected enterprises in........ccccccocveeeeeiiiieeeennn,

Name / Activity Products | Supply / Sales / Personnel / Cost per| Problems identified by
Place / Equipment| and Clients / Marketing| gusiness month | the owner himself and
services Management | (Birr) his proposals for
solutions
Business 1
Business 2

Please refer to the example of a situation analysis on the next page
ll




Situation analysis of selected enterprises (example of Bahir Dar 7/2002)

Name / Activity

Products and

Supply / Sales /

Staff /

Cost per month

Problems identified by the owner

Place / EqQuipment services Clients / Marketing Business Management| (Birr) and his proposals for solutions
1. Haji Adgo, Bakery Products: Supply: East Africa _Staff: Cost Problems identified by the owner himself:
Location: Main road, Keble 04, | Different types of Industrial Group in Addis. | 2 owners (brothers) Rent: 105 Br 1. Over taxation
Tel. 200689 bread and cakes Sometimes shortage of raw| 4 labourers with education | Elect. 204 Br 2. Lack of management and accounting skills
Room dimension 220 n? (both materials. of grades 4to 6 Water 40 Br 3. Market problem

2 apprentices paid 2 Tel 90 Br 4. Insufficient work premises

for production and sales)

Equipment:

Electrical dough machine
(40,000 B),

Firewood baking furnace,
shapping machine, tray and
shelves

Clients: Tea rooms, hotels,
restaurants, households

Marketing: Established and
known since 35 years. No
advertising and has
strategic location along the
main road and has

Birr/day each.

All workers without formal
training

Management:

No business plan

No accounting system
No records of cash

Material 11,340 Br
Salaries 600 Br
Taxes 420 Br
Maintenance 100 Br

Proposals by the owner himself:

1. Negotiate with tax authorities for reduced rates

2. Receive training in management and accounting.
3.1 Improve product quality, increase variety of products
3.2 Open branch shops

4.1 Lease more space for shop extension.

signboard. 4.2 Modernise the baking machines (electrical).
payments
2. Getachew G/Mariam Products/Services: | _Supply: Leather from Addis | _Staff: Costs: Problems:
Local and traditional | leather factory, plastic Owner with 6" grade; Rent: 6 B/month 1. Lack of appropriate working premises
-Shoe maker shoes and sandals | soles from Addis, local started his job in 1994. (municipality) 2. Lack of equipment such as a compressor for spraying
Location: Along the main road | for men and women, | leather from peasants Management: Electricity 5 Br colours, wooden shoe models (m/f) 110 B each,
Selling of imported | around B. Dar -Management: Water 5 Br electrical and manual sewing machines 7,000 B.

and nearer to a market place
Tel. 200498

Equipment:
1 seaming machine

1 sewing machine, scissors,
accessories,
5 shoe models, all with a low

quality

shoes,
shoe repairing

Sales/clients:
Households in Bahir Dar
and some visitors

Marketing:

No advertising but
participated at the Expo 98
in Bahir Dar. Good location
nearby main road.

No bookkeeping.

Material 520 Br
Total income 655Br

3. Lack of training for new models

Proposals:

1. Prospect strategic location

2. Look for credit funding of no less than 5,000 B to buy
equipment.

3. Technical training for models and new techniques.

3. Axum souvenir and
handicraft shop

Shop has several branches in
Mekele, Gondar, Addis and
Bahir Dar.

Location: Along Mobil road near
Ethio Star Hotel

Equipment:
Has Shelves, product
displaying departments (boxes)

Products:

Leather products:
(headgear, belts,
shoes),

Wood products:
(statuettes,
sculptures, music
instruments)
Silver products
(rings, necklaces,
ornaments)
Textile products
(silk, cotton)
Ivory

Supply: Producers in
Mekele, silver from other
regions, no shortage

Clients: Individuals coming
for conferences, tourists,
middle men.

Sales: Seasonal, good
sales mainly in summer,
few clients, three middle
men

Marketing: Participates on
exhibitions and bazaars,
has business cards, good
display, quality products

Staff:

Owner (completed 12"
grade)

2 family members (grade 3
and 10),

No payment for family
members for their work

Management:

No planning,

No accounting and record
keeping system in place

Costs:

Rent: 500 Br
Electricity 15 Br

Tel. 250 Br

Transport 200 Br
Promotion 330 Br
Material 1,260 Br
Income is not clear, no
real records

Problems:

1. High house rent and small shop.

2. High participating costs at exhibitions and trade fairs.
3. Lack of training in management and bookkeeping.

Proposals of the owner himself:

1. Increasing selling price to cover the high costs.

2. Fairs participation with smaller stand and the
arrangement of products vertically.

3. -

Facilitators remark:

1. Higher pricing is not a solution. It is better to improve
marketing, advertising and sales (refer to action plan).

2. No proven lack of record keeping and business
management skills
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