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1. Introduction

The Ethio-German Micro and Small Enterprises Development Program, in brief MSE PRO, commenced in 1996 and is scheduled to come to an end by March 2005. By then, it will have had a life span of 3 phases or roughly 9 years. An extension has not been planned so far. It is also questionable whether a small enterprise project should just be extended for another phase after 9 years. As TVET, but not WiRAM is a focal point of Ethio-German DC, the future of MSME or in general private sector development interventions as a part of German TA is also uncertain. Another project supporting privatization of public enterprises in Ethiopia has just been terminated in 2004. On the other hand, as TVET graduates need jobs, TVET interventions would in a systemic perspective normally require complementary developments in the field of business and employment (or self employment) growth. And the Government of Ethiopia (GoE) has requested from Germany support in a large-scale ‘Engineering Capacity Building Program’, which includes private, particularly industrial sector development support.

Against this background, GTZ has organized and commissioned this ‘Learning and Planning Mission (L&P Mission) for MSE Integration’ with the objective to

· assess approaches, concepts and results of the MSE Pro

· identify successful components and concepts and

· develop options how these could be transferred to or integrated into existing and/ or emerging programs such as TVET, Governance, or Engineering Capacity Building.

More specifically, the L&P Mission was designed to assess the project with regard to

· the adequacy of project planning

· the efficiency and adequacy of project implementation in terms of intervention instruments and methods

· project organization and networking

· project impact (with emphasis on the actual project phase)

· sustainability

· ‘lessons learned’ and ‘good practices’

· experiences, concepts and components that could be integrated into future TA activities.

Based on this, options and recommendations would be formulated.

The L&P Mission was conducted by Dr. Sonja Kurz, GTZ P&E, and Dr. Chris Reichert, consultant for Organization Development and Private Sector Development, Management Consultancy Net Asia (Pvt) Ltd. (MCN), from October 1 to 10, 2004. The approach comprised studying the MSE PRO documentation, discussions with the GTZ Country Director and GTZ Program Coordinators, discussions in the political counterpart organization, the Ministry of Trade and Industry (MTI), with selected project partner organizations such as Federal and Regional Micro and Small Enterprise Development Agencies, an NGO, a regional Chamber of Commerce, a Regional Women Entrepreneurs’ Association, private BDS providers cooperating with the project, discussions with representatives of donors active in the field (ILO, EU), discussions with project staff, advisor and the representative of GFA Head Office, as well as visits to micro and small businesses supported by the project partners.

To benefit from the experience of project staff and advisor and to take into account their views and their ideas on potential options for the future, we used the model of the SWOT analysis to discuss strengths and weaknesses of the project and opportunities and threats jointly with project staff. Based on this, tentative ‘lessons learned’ and potential ‘strategies for the future’ were discussed.

2. The MSE Development Program

2.1. The historical perspective, 1996 – 2004

Phase 1, 4/ 1996 – 9/ 1998

The Ethio-German Micro and Small Enterprises Development Program started in April 1996. It has been based on a request by the GoE of December 1992, i.e. soon after regime change, appraisal missions conducted in 1993 and 1994, and a Memo of Understanding signed in October 2004. The first phase was an orientation phase, ending in September 1998.

While the project purpose of Phase 1 was formulated on enterprise (micro) level (performance and creation of MSEs), according to the available project descriptions the emphasis of project activities during this phase was on macro (policy) and meso (institutional) levels.

The project comprised 3 components, i.e. 

· an advisory consultancy to the Ministry of Trade and Industry (MTI) on macro-economic policy and legislative framework concerning the promotion of MSE (component A)

· assistance in the organizational development of private sector associations, chambers, and Regional Bureaux of Trade and Industry in order to strengthen service provision to MSE (component B)

· assistance in developing a rehabilitation concept for the Ethiopian Handicraft Center (DAHSI), the predecessor of today’s FeMSEDA (component C).

The major achievement of this phase seems to have been the projects contribution to the elaboration of a National MSE Development Strategy adopted by the GoE – the work of Component A.
 Component A is also evaluated positively by the 1998 Progress Review mission with regard to concept development for an MSE information system und the initiation of networking between public and private sector organizations around this discussion. Component C contributed to the rehabilitation study for DAHSI. Along with another ADB study, it particularly developed an outline of a future structure for DAHSI “based on international experience and future development of a support program for Micro and Small Enterprises”.

	Project planning in historical perspective



	Phase
	Project purpose
	Outputs



	I
	The performance of existing and the creation of new MSEs are improved.
	1. POs have identified their key functions and needs.



	
	
	2. POs are supported in adapting their organizational structure.



	
	
	3. POs are supported in offering demand-oriented services (in the fields of training, consultancy, finance and information, etc.)



	
	
	4. Initiatives for the development of an enabling environment are strengthened.



	
	
	5. A concept for an information system is elaborated.



	
	
	6. Networking between state and private organizations is supported.



	II
	Public and private sector partner organizations provide demand-oriented, effective services to MSEs.
	1. Federal and Regional Agencies/ Bureaux provide demand-oriented key services on a cost sharing basis.

	
	
	2. Private sector organizations are strengthened in the provision of demand-oriented services to MSE and in representation of MSEs.



	
	
	3. The application and adaptation of the CEFE method is established.



	
	
	4. Decentralized and demand-oriented information system and networking are developed and implemented.



	
	
	5. M&E system for the project steering and adaptation is put in place.



	III
	MSEs benefit from improvements of the macro-economic and regulatory framework and from the offer of multifarious BDS by public, private and commercial providers.
	1. Public and private partner organizations (POs) in selected Regional States have improved their management and do networking.

	
	
	2. FeMSEDA’s capacity to provide relevant services to regional organizations is enhanced.



	
	
	3. The capacity of public, private and commercial service providers to deliver services that are demanded and paid for by clients is strengthened.



	
	
	4. Effective impact monitoring has been developed and is implemented sustainably.




Component B, which was designed to strengthen private and public sector organizations and support them to deliver services to MSE, is reviewed quite critically in the Progress Review. While acknowledging that the component was working in a difficult environment (- no MSE policy in existence before elaboration of the strategy, weak chambers and associations due to the heritage of the past regime, limited self-help potential -), the review criticizes that

· the public sector Regional Bureaux of Trade and Industry have not received due attention

· CEFE training was introduced in an unsystematic way, with inadequate partners, and no CEFE programs for MSE had yet been conducted by trained trainers and partner organizations

· no impact monitoring has been done

· cooperation with partner organizations was not based on a mutual understanding of objectives

· “activities undertaken have not been embedded in an objectives- and demand-oriented strategy”

· and MSE have been reached only sporadically in phase 1 as project partner organizations did not conduct any systematic training.

Accordingly, the Progress Review resulted in recommending to concentrate project efforts in phase 2 on contributing to

· the establishment of a Federal Agency, i.e. today’s FeMSEDA, the successor of DAHSI, and

· the establishment of Regional Agencies (today’s ReMSEDAs) which are expected to “play a focal role in the provision of services to MSEs and as coordinating agencies on regional level.”

· As in phase 1, this approach is considered a macro and meso level intervention.

Thereby, the 1998 Progress Review has programmed phase 2 of the MSE PRO to concentrate on institution building for implementation of the MSE development strategy developed in phase 1, and, while “private sector initiatives will be given due attention”
, emphasis is on the establishment of public sector institutions for MSE promotion.

Phase 2, 10/ 1998 – 9/ 2001

As a result, project activities in phase 2 seem to have been concentrated on institution building of promotional organizations, from both public and private sectors. The project purpose of phase II was formulated on meso level (service provision by public and private organizations). The project provided support to

· the transformation of DAHSI into FeMSEDA

· the establishment of the ReMSEDAs as the regional MSE support structures - separated from the Bureaux of Trade and Industry – to implement the MSE strategy.

· The Federal and Regional MSE Promotion Agencies were supported to provide services.

· The development of private sector organizations (regional chambers, women entrepreneur associations) was supported.

· The CEFE approach, which was pioneered from Phase I onwards, was further established in Phase II.

The policy role, which the project played in phase I, is no longer clearly visible in phase II. According to discussions with the project manager, the ‘policy formulation phase’ was followed by a phase concentrating on creating the institutional structures (Federal and Regional MSE Development Agencies) designed to implement the MSE development strategy.

According to the 2000 Progress Review, the achievements of phase 2 have been in the fields of

· awareness creation on the MSE sector and the need to support this sector

· networking among public and private sector actors

· institutional development of both public and private POs, and

· some, but limited benefits to MSE operators.

One of the reasons cited for the limited impact on MSE operators is “that most POs are still not yet sufficiently capable to provide effective services to MSEs”
, which seems to contradict the above mentioned ‘achievements’ in the field of institutional development. The Review is ambiguous in its judgment that (on the one hand) “MSE-PRO has initiated and supported considerable changes with POs”
, and (on the other hand) the supported POs have not yet reached a stage of systematic service provision to MSE.

The restructuring of DAHSI into FeMSEDA was slow; support inputs to FeMSEDA were not used properly or not used at all, according to the Review, and FeMSEDA did not find its role yet.
 Support to the establishment of the regional agencies (ReMSEDAs) is evaluated more positively, but had not yet fully completed their transformation, i.e. separation from the Bureaux of Trade and Industry, and reached the stage of initiating real service delivery to MSE.
 The Review formulates doubts, whether the public institutions are the right partners for commercial service delivery. Contrary to the 1998 Review, the 2000 Review assumes that “the project purpose can be achieved only under conditions that private sector organizations actually can provide such services.”
 As to private sector organizations, the project contributed to strengthening and ‘re-animation’ of regional chambers and the establishment of Women Entrepreneur Associations. CEFE has been established and CEFE entrepreneur training has started. Trainers’ competencies are seen as not yet sufficient.
 Networking has started with the establishment of an Advisory Board, and plans do exist for the establishment of a national MSE network with FeMSEDA as the center, which are not supported by the Progress Review. Private commercial service providers had not yet been included in the project, and the Review proposes to consider them, too.

As a result of this analysis, the 2000 Review recommends

· to focus project activities on 3 regional states (down from 5)

· to concentrate on impacts (particularly on MSE level) rather than many activities

· to finally enable POs to deliver demand-oriented services to MSE; demand should ideally be expressed by paying for the service.

· to shift overall emphasis from the federal and regional levels to the zonal level

· to shift from activity monitoring to impact M&E

· to enhance networking and public-private partnership, particularly on zonal and regional levels

· to support the MTI with private sector development expertise.

While the 1998 Review had pushed the project towards institution building for regional and federal public sector support institutions, the 2000 Review emphasized that after years of policy formulation and institution building for public as well as weak private sector organizations it would be time to see them deliver services to MSE and to see and monitor impact on MSE, i.e. on micro level. Making organizations deliver business services has therefore in the end become the focus of phase 3. The Review also saw a need for supporting the MTI with private sector development expertise. This has, for reasons unknown to us, not found its way into the planning for phase 3.

The 2000 Review has touched - mostly briefly - on many of the issues of the BDS discussion of this time: Can public providers be expected to deliver demand-oriented, commercial services? Why has the project not included private commercial providers? What is the impact of services on MSE level, what real benefit can be seen as a result of project inputs to institutional capacity building? Demand needs to be documented by payment for the services. How efficient is support to public sector organizations, as these don’t even use the inputs provided properly? Public sector support structures are there, but where is their service?

Against the background of project history and the environment in which the project has been working, such issues were touched, the questions were asked, but the Review did not ask for a radical restructuring of the project approach. The main message for phase 3 has been: Focus, concentrate, and let’s finally see more real service delivery and impact on MSEs.

Phase 3, 10/ 2001 – 3/ 2005

While in phase 3 macro issues are for the first time raised on project purpose level, they are not reflected on output level. The emphasis in phase III has been on making support organizations provide useful services, which had been formulated as an objective already in phase II. Beyond the CEFE training established successfully before, a modified concept of Business Development Services (BDS) was introduced and established.

2.2. The current project phase (10/ 2001 – 3/ 2005)

2.2.1. Project planning: Objective, outputs, indicators for phase 3

The system of objectives/ outputs to be obtained in phase 3 reads as follows. Objectives, outputs and indicators have been compiled from project reports and from the GTZ offer document 2001. Some, mostly slight, differences do exist between the German and the English versions.

As project activities are (or should be) guided by project planning, the quality and logic of planning are an important factor, at which we want to have a look here.

The system of objectives

The project goal wants the share of MSE in the overall economy of Ethiopia (production) to increase. Probably, a lot of project goals of small enterprise projects have been formulated like this or similarly in the 90’s. However, the logic behind this is highly questionable. The share of MSE in total production can increase, if MSE production grows faster than medium and large enterprise (MLE) production, or if it declines slower than MLE production, among other ways. This alone shows, that an increased share of MSE in total production cannot be a sensible objective in itself. It is also less than obvious that ‘development’ means a growing MSE sector, while the MLE sector is stagnating or declining. Why shouldn’t both grow as fast as possible.

	Objectives/ outputs
	Indicators

	Project goal

The share of the MSE sector in total production of the Ethiopian economy has increased.


	

	Project purpose

MSEs benefit from improvements of the macro-economic and regulatory framework and from the offer of multifarious BDS by public, private and commercial providers.


	In at least 6 zones of at least 3 Regional States (Angebot 2001: up to 3 Regional States!) 50% of female and male MSE operators surveyed randomly state that compared to the end of 2001 their working conditions have improved and indicators such as turnover, income and employment have gone up significantly.



	Output 1

Public and private partner organizations (POs) in selected Regional States have improved their management and do networking.


	1.1. In 3 Regional States MSE promotion strategies are developed and implemented by joint and coordinated efforts of public, private and commercial organizations before January 2004.

1.2. Partner organizations meet regularly at national and regional levels (Angebot 2001: ‘at regional level’ only) and coordinate their services from 2002 onwards.

1.3. By the end of the project, at least 3 POs in each Regional State have effective management and viable business plans.



	Output 2

FeMSEDA’s capacity to provide relevant services to regional organizations is enhanced.


	2.1. Income raised through the sales of services to regional organizations increases by 50% annually (Angebot 2001: up to the end of the project)
2.2. FeMSEDA’s information center fully satisfies its clients by answering their requests (Angebot 2001: by the end of the project).

2.3. Before January 2003 at least 2 additional products/ services have been developed and tested and are offered.



	Output 3

The capacity of public, private and commercial service providers to deliver services that are demanded and paid for by clients (Angebot 2001: ‘unter Kostenbeteiligung der Zielgruppen’) is strengthened.


	3.1. In each of 3 Regional States 15 public, private and commercial service providers are functional at the end of the project to deliver (Angebot 2001: to sell) services that are demanded and paid for (Angebot 2001: ‘größtenteils kostendeckende Dienstleistungen’) to female and male MSE clients.



	Output 4

Effective impact monitoring has been developed and is implemented sustainably.


	4.1. Impact M&E system operational and in use by 10/03.

4.2. Continuous impact monitoring provides a basis for Advisory Board members to take strategic decisions as to planned project activities.




As overall goals in project documents have never really been of practical relevance for project implementation, the above argument says something about the thinking and untested assumptions in small enterprise promotion in the last decades (‘small is beautiful’, and better than big), but not much about the project.

The project purpose asks for improvements on macro level (macro-economic and regulatory framework) and in BDS delivery by private and public providers (meso), and expects MSE to benefit from this (micro level). While this is logical in principle, the macro dimension does not play a role in other parts of the planning matrix. Outputs focus on meso and micro levels (provider capacity building and their service provision to MSE), the macroeconomic and regulatory framework is not mentioned any more on output level.

The indicator for the project purpose is complex and includes the share of ‘randomly selected MSE operators stating improved working conditions’. This could be interpreted as measuring environment changes. However, this has been reinterpreted in project M&E as the share of MSE that used services and report positive changes on enterprise level as a result.

Project planning is logically inconsistent in this respect. The key focus of the project (according to the planning documents) in its 3rd phase has been to support national and regional, public and private BDS providers (and facilitators) in a way that they network and cooperate with each other and deliver some useful services to MSE. The recommendation of the 2000 Progress Review to advise the MTI on Private Sector Development has not found its way into the planning documents for phase 3.

The indicators

The quality of indicators varies. Many are outputs themselves rather than indicators, i.e. they do not help measure output obtainment, but raise a new question of how to measure the indicator.

· The project purpose indicator is (in the best case) a combination of several indicators. It is not easy to operationalize it, and it is questionable how realistic it is. Can the project really be expected to have a strong influence on 50% of all MSE operators surveyed randomly in the defined regions and zones? Through macro level changes, this would be possible, but hardly through BDS provision on enterprise level. Practically, project monitoring and the impact study have related the 50% target to users of BDS and CEFE services rather than to the total of MSE operators. This is a deviation from the original indicator, reflecting that explicit emphasis on macro level objectives got lost. The term ‘up to 3 Regional States’ in the Angebot 2001 does obviously not make sense, as a target cannot be formulated in terms of ‘up to’.

· Output indicators 1.1, 1.2, 1.3, 2.2, 4.2. would need to be specified to become measurable. They are outputs rather than indicators.

· Indicator 2.1: For how long can income be expected to increase 50% annually? This doesn’t seem much realistic.

2.2.2. Implementation: results vs. targets (Soll – Ist)

The approach of the 3rd phase

It is interesting to see, that – while the project purpose explicitly includes a macro dimension – practically project objectives have been interpreted differently. The project objectives in the perception of the project team are defined as ‘improving the performance of existing micro and small enterprises and realize the creation of new operators by supporting partner organizations on the intermediate level’.

Practically, as we will see below, the project had through its networking activities and through studies substantially more influence on policy level than could be expected from the contents of planning and from the interpretation of the objective by the project team, and ideas from the MSE development strategy prepared in the first project phase later found their way into the Industrial Development Strategy of the GoE.

The impact study prepared in 2004
 mentions as the project priorities in the 3rd phase

· implementation of Business Development Services (BDS)

· implementation of CEFE training for business start-up and existing MSE

· capacity building and organization development of Partner Organizations

· implementation of a BDS network.

The project presentation of Sept. 2004
 mentioned before adds to that

· MSE development policy.

‘Implementation of BDS and CEFE training’ is done through partner organizations. The project has worked with around 15 POs including the Federal and the Regional MSE Development Agencies (FeMSEDA, ReMSEDAs), Chambers, Women Entrepreneur Associations and some NGOs in the 3 project regions/ states of Addis, Amhara, and Tigrai. These are the ‘public and private’ providers, and these organizations are also represented on an Advisory Board. The political counterpart is the Ministry of Trade and Industry. In addition, there are around 15 cooperating ‘commercial providers’ such as management consultants, ‘brokers’, advertising firms and training organizations, which are not officially project partners. This is an indication of the political reservations against the private sector, which, despite all lip service paid, are still strong in the Ethiopian political environment.

Project inputs into this partner system

How did MSE PRO support Partner Organizations? Inputs into the partner system include training and some coaching of trainers, training and some coaching of BDS facilitators, expertise and advise by local as well as international consultants, introduction of the (modified) BDS concept, some subsidization of partner programs such as chamber forums, organization development support, studies related to policy fields, study tours, and some equipment supply. One – more experimental – consultancy focused on private commercial service providers.

Of particular importance is the Ethiopian BDS Network (EBDSN) initiated by MSE PRO and hosted by FeMSEDA. The network comprises around 35 people from all over Ethiopia, i.e. major actors in MSME promotion including the MTI, BDS and microfinance organizations, donor programs, policy makers from different Ministries and organizations who are invited for the discussion of specific topics, and also representatives of the private commercial BDS provider sector. It is getting some UNIDO funding. It has bi-annual meetings (National MSE Network Forum), a newsletter issued by FeMSEDA, and a webpage (www.bds-ethiopia.net), which is so far produced and maintained by MSE PRO. The Network is a forum for exchange of experience and policy discussion.

The outputs of the partner organization system

What are the services provided or facilitated by the PO system? A modularized type of CEFE training is one important product of the Fe/ ReMSEDAs as well as of some commercial providers.

Emphasis in the 3rd phase, however, has been on the concept of ‘BDS cycles’: ReMSEDAs as well as some other partner organizations such as cooperating chambers, NGOs and women entrepreneurs’ associations employ ‘BDS facilitators’ trained by the project with and through FeMSEDA, the national agency. BDS facilitators work with a number (up to 15) of MSE operators each for a certain period of time (a ‘BDS cycle’, comprising around 6 months). They prepare a situation analysis and an action plan with the operators, which result in the delivery of certain BDS to the businesses to solve some of the identified problems.
 Theoretically, the ‘facilitators’ would refer the business operator to service providers. Practically, they help as much as they can themselves, and refer to other providers (training centers, accountants, etc.) when issues are beyond their own capacity. The concepts of BDS facilitation and provision are mixed in practice. Services provided and problems solved can be in various fields such as introduction of bookkeeping, technical skill training, technology provision, formation of associations/ cooperatives, business start-up support, business plan preparation, linking to microfinance institutions, solving of taxation problems, acquiring premises, etc.

Major project partners such as the ReMSEDAs are basically public sector BDS providers, or, in the words of the project manager, they are ‘facilitators who are also providing, but should not’. 

The project message in phase 3 that they should ‘facilitate BDS’ rather than provide was not taken by most partners – which is in a way understandable after 2 project phases trying to support service provision, and after repeated questions by Review Missions why partner do still not provide much services to MSE. The BDS facilitation message by the project was probably not very strong, too, as the project had got the clear task pushed by 2 Review Missions to finally make service provision to MSE happen.

Targets and results

Output 1: Public and private partner organizations (POs) in selected Regional States have improved their management and do networking.

Indicator 1.1: In 3 Regional States MSE promotion strategies are developed and implemented by joint and coordinated efforts of public, private and commercial organizations before January 2004. (Not an indicator!)
MSE PRO has supported the 3 ReMSEDAs in the project regions/ states to formulate their strategies. These are also implemented with project support.

Indicator 1.2: Partner organizations meet regularly at national and regional levels and coordinate their services from 2002 onwards. (Not an indicator!)
The 2001 Angebot speaks of regional networks only. This must have been the result of the skepticism of the 2000 Progress review, which did not support the concept of one national network, but wanted a more decentralized focus. The indicator as used by the project must have been amended later by somebody, taking into account actual activities on national level. (This would imply that rather than measuring planned output attainment the indicator was adapted to reflect actual project activities!)

6 National MSE Network Forum meetings have been conducted, and 2 regional meetings in each region. Formalized regional networks have not developed. Apart from exchanging experience the National Forum is a place for policy discussion where issues affecting MSE such as the taxation system, loan ceilings in the microfinance system as defined by the Central Bank, etc. have been put on the table, discussed and brought to the attention of policy makers from the respective Ministries or the Central Bank. This has in some cases resulted in policy measures.

This forum is the ‘soft version’ of a macro-level intervention. The project has not much highlighted it as a policy-level intervention in its presentations, probably because this has not been perceived as a priority. We do not share the criticism of the 2000 Review in having a National Network. On the contrary, we think that this network has played a useful role and should become a long-term mechanism of exchange and policy discussion among the actors in MSE development in Ethiopia.

Indicator 1.3: By the end of the project, at least 3 POs in each Regional State have effective management and viable business plans. (Not an indicator!)
The term ‘business plan’ suggests that partner organizations are supported in adopting a commercial business model. This is not the case for most of the partners. Plans prepared with project support include Sector Development Plans of the ReMSEDAs and activity plans.

A major instrument introduced by the project to support partners in structuring their BDS activities is the ‘folder method’: Organizations as well as facilitators have a folder containing the important materials, mandates, mission statements, job descriptions, activity plans, reports, etc. structuring their work. This is basically the ‘organization development’ support the project provides. May be the term ‘OD’ is a bit of a big word in this context. However, the ‘folder method’ can be seen as a down-to-earth organization development tool helping facilitators to do something in a planned and structured way, and to monitor where they stand and what has been achieved.

Beyond this, the project’s influence on the ‘effective management’ of the partner organizations seems to have been limited. Some interventions (e.g. a consultancy by international consultants) have targeted this. But some relevant proposals (Establish a separate BDS center in the organization! Don’t give additional assignments to facilitators!) were not accepted and implemented by the (public sector) partners. The repeated restructuring exercises of ReMSEDAs, and the transfer of a large number of trained facilitators to other positions in Addis Municipality resulting in a loss of resources developed by the project were not really influenced by the project.

In brief: Partner organizations network. Whether they have ‘effective management’ as a result of project interventions is doubtful. Introduction of the BDS concept, planning support, and development of the MSE network, which was initiated in earlier project phases, are real achievements of the project. ‘Effective management’ of the organization as such, in our view, is not one. 

Output 2: FeMSEDA’s capacity to provide relevant services to regional organizations is enhanced.

FeMSEDA is the federal agency, which, among other activities, is supposed to provide services to strengthen the regional agencies. As the successor to DAHSI, FeMSEDA has a tradition of direct service provision itself, owns technical training centers, and still provides services to MSE directly. It has not yet accepted a facilitator role.

With project support FeMSEDA has developed the capacity to run CEFE ToTs as well as BDS facilitator training. It has been hosting the BDS Network meeting and issuing a network newsletter. Project staff is unhappy that FeMSEDA has not honored agreements to follow up and provide coaching to the trained BDS facilitators. Support to a complete restructuring of FeMSEDA seems to have been on the agenda of MSE PRO earlier, but was never implemented.

Indicator 2.1: Income raised through the sale of services to regional organizations increases by 50% annually.

According to project reporting, income from services to regional organizations increased by 89% from 2001 to 2002, and by 7% from 2002 to 2003. It totaled Birr 71,770, i.e. around € 7,000, in 2003. This includes essentially BDS facilitator training, CEFE ToT and CEFE entrepreneurs’ training done by FeMSEDA. If we do not take the 50% in the indicator too literally, we can say that income development reflects increasing service provision to regional agencies and in the context of the project work. However, services worth € 7,000 p.a. don’t seem to indicate a very strong role of the agency.

FeMSEDA is not in a position to keep income earned and use it for the organization, but is funded from Government budget and has to transfer other income back to the Treasury. Under such circumstances, the incentive structure doesn’t motivate additional service provision and income earning. As income earned cannot be used for strengthening the capacity of the organization, the indicator also does not really measure capacity building. In terms of Organization Development, such incentive structure problems could have been made an issue by the project.

Indicator 2.2: FeMSEDA’s information center fully satisfies its clients by answering their requests. (Not an indicator!)
MSE PRO contributed to the documentation and library of the information center. We do not know who is ‘fully satisfied’ by this center or not. The project impact study does not provide specific evidence here.

Indicator 2.3: Before January 2003 at least 2 additional products/ services have been developed and tested and are offered.

The 2 products provided by FeMSEDA to regional agencies, and introduced by the MSE PRO, are CEFE ToT and BDS facilitators’ training. CEFE has been introduced in Ethiopia since project phase 1; the capacity developed in FeMSEDA to run CEFE ToTs is considered an output of phase 3. Other training products quoted in the impact study
 are provided by FeMSEDA but have nothing to do with the project and should therefore not be used in this context.

In brief, FeMSEDA is in the project context the national public sector organization that has built up capacity to train CEFE trainers and BDS facilitators. As a side-effect of the project, there are now also private commercial training firms in the market (- some of them former FeMSEDA employees -) which can do the same.

On the whole we feel that the long-term project support to FeMSEDA has only very partially been a success story, if at all. It is good that FeMSEDA can now (for the time being) train CEFE trainers and BDS facilitators. If this is the output, a cost-benefit analysis of project inputs into FeMSEDA would probably not look very favorable.

Output 3: The capacity of public, private and commercial service providers to deliver services that are demanded and paid for by clients is strengthened.

Indicator 3.1: In each of 3 Regional States, 15 public, private, and commercial service providers are functional at the end of the project to deliver services that are demanded and paid for to female and male MSE clients.

Output 3 deals with service provision to MSE clients, which is done by project partners such as the regional public sector organizations (ReMSEDAs), chambers, women entrepreneurs’ associations, NGOs and private commercial firms. The project has around 15 official partner organizations, and another around 15 cooperating commercial providers, according to the Project Manager. This comes to 30, and the indicator postulates 45 functional providers, and it also requires them to provide services MSE clients pay for (in the German version: ‘unter Kostenbeteiligung’). This is a point where the project seems to have come under some pressure.

With the 3 public ReMSEDAs being the major actors in terms of quantitative outreach, working with 15 providers per state requires opening up the system for private and commercial providers. While chambers, women entrepreneurs’ associations and some NGOs have been included into project support for some time, involvement of private commercial firms and training centers is a more recent development, according to the Project Manager a development of the last year. In particular, an international short-term consultancy identified a number of private service providers and tried to support them in various ways. As a result, the impact study provides a list of ‘48 public, private and commercial BDS providers supported’
, among them a training center for pre-school trainers, a hairdressing training center, and a university bookshop. Support to many of them must have been limited and could be interpreted as initial experiments to develop ideas and a strategy how to get private commercial organizations involved on a larger scale.

This is a field of project activities, which is so far unconsolidated.

Do MSE clients pay for the BDS they get? Unfortunately not much. According to the evidence we saw or heard, the BDS facilitators of public organizations, chambers, women entrepreneurs’ associations and NGOs work basically free of charge for the MSE client. Wherever we raised the issue, discussion partners said that somewhere in the future, MSE clients would be requested to pay for the services, but so far they have not.

This is not surprising. The BDS market studies we know would normally show that spending on BDS decreases with the size of the business, sizeable spending can be found in medium enterprises, and the BDS bill of microenterprises is basically their phone and transport bill.
 Why should it be different in Ethiopia? BDS provision is then funded basically from government budgets and/ or donor contributions. Commercialization of BDS to MSE is a difficult task. However, cost contributions by service users/ clients have become common in many projects over the years. In the Ethiopian environment, it seems not even this could be generally introduced by the project.

One product, which seems to be on the way to become fully commercial is the series of booklets prepared by the project on topics such as trade fairs and exports, accounting and cost calculation, loan conditions, investing in Ethiopia, marketing, business plan preparation, improving business associations, starting and improving a business. Originally, these booklets targeted the BDS facilitators to provide them with study and learning materials. Beyond this, bookshops and the Ethiopian Chamber became interested, which indicates that the materials seem to fill a gap in the Ethiopian environment. The booklets are sold in 2 bookshops in Addis. The Ethiopian Chamber of Commerce (ECC) is reprinting them on its own, and another publisher is also reprinting them and even wants to translate them into Swahili and sell them abroad. This is a good success. In the Ethiopian context, and before the books are translated into other languages, a translation into Amharic would be useful and would increase the market for the brochures. This can hopefully be completed before the end of the project.

Output 4: Effective impact monitoring has been developed and is implemented sustainably.

Indicator 4.1: Impact M&E system operational and in use by 10/03.

The indicator raises the question whether impact monitoring was really introduced in phase 3 of the project only, 1 ½ years before project end, after around 7 ½ years of project lifetime! This sounds strange. We have seen above the continuous complaints of Progress reviews about the lack of impact monitoring.

However, for phase 3 an M&E system does exist. It is divided into activity monitoring and impact monitoring.
 Activity monitoring is done continuously by project staff. Documentation is exemplary.

Impact studies were done in 2003 and 2004 by an external consultant. The 2004 report focuses on the impacts of CEFE training, BDS delivery, organization development, networking and support to private BDS providers.
 Surveys/ interviews were conducted, the questionnaires used are available in the annexes to the impact study. The samples (N=30 for CEFE trainees, and N=45 for BDS clients) out of 12,682 CEFE trainees (2001 – June 2004) and 1,913 BDS clients served in 3 BDS cycles with a total of 4,219 ‘support activities’ are very small. Taking into account that 2 Progress Reviews have questioned what impact the project has on MSE level, and criticized the lack of impact monitoring, the impact study could have been strengthened by a more comprehensive approach and a more meaningful sample.

Indicator 4.2: Continuous impact monitoring provides a basis for Advisory Board members to take strategic decisions as to planned project activities. (Not an indicator!)
M&E results have been presented to and discussed by the Advisory Board of the project.

Project purpose: MSEs benefit from improvements of the macro-economic and regulatory framework and from the offer of multifarious BDS by public, private and commercial providers.

Indicator: In at least 6 zones of at least 3 Regional States 50% of female and male MSE operators surveyed randomly state that compared to the end of 2001 their working conditions have improved and indicators such as turnover, income and employment have gone up significantly.

As mentioned above, the project team has for impact monitoring purposes re-interpreted the indicator in the sense that the impact of BDS provided on a sample of business operators who used these services has been surveyed. The sample size of the 2004 impact study for the BDS survey is N=45, comprising 15 each from the project regions Addis Ababa, Tigrai, and Amhara, and including BDS clients of the 3 ReMSEDAs, Chambers, NGOs, and Women Entrepreneur Associations. The following are the survey results
:

	Better premises, more equipment
	33%

	More employment
	27%

	More products and services
	27%

	More sales
	67%

	More income
	51%

	
	

	80% of the sample confirmed at least one or more of the above improvements, which is interpreted in the sense that the working conditions of 80% of the sample have improved.



	Total: Working conditions improved
	80%

	N=45
	


Logically, the interpretation is not fully correct, as the individual improvements can hardly all be subsumed under the term ‘working conditions’. But one can understand what was measured.

2.2.3. Results of a joint SWOT analysis

To benefit from the experience of the project team and to take into account their ideas and views with regard to the design of a potential future intervention in the MSME and private sector development field, a SWOT analysis of the project was conducted jointly, and based on this, ‘lessons learned’ and ‘strategies for the future’ were discussed. The following table summarizes the SWOT analysis results we consider most important.




	Strengths


	Weaknesses

	· relevant outreach

· competent project staff

· impact on MSE level

· ‘BDS cycle’ concept

· CEFE and ‘BDS cycle’ concepts are well known by POs

· introduction of CEFE-type concepts into TVET

· networking and the EBDSN

· cooperation with other projects

· the webpage

· commercialization of publications

· some good private commercial providers

· contact with decision-makers

· facilitation of policy decisions and strategies (e.g. microfinance regulations, premises for MSE, taxation of MSE, markets for MSE)

· excellent documentation

· MSE PRO is a resource center for MSE development in Ethiopia


	· (some) weak POs

· continued working with partners that are not co-operative

· instability of POs and loss of human resources developed with project support/ staff turnover

· quality of BDS facilitators and some POs’ services: ‘basic’

· no specialized BDS units in most POs

· not much progress towards cost-sharing and commercial BDS

· late start of work with private commercial providers

· insufficient resources/ budget constraints compared to the tasks

· could policy level activities have been more prominent?

· focus on microenterprise rather than small?

	Opportunities


	Threats

	· ‘BDS cycle’ and CEFE products appreciated by MSE clientele

· high demand for (free) BDS by MSE clientele

· emerging private commercial BDS provider sector

· growing MFI industry

· awareness of employment needs in TVET system/ demand by TVET

· pioneer role in MSE promotion in Ethiopia

· good reputation of MSE PRO

· recognition by government institutions

· chances for donor cooperation

· upcoming Engineering Sector Capacity Building program

· public attitude towards MSE changing to the positive

· at the moment strong government efforts in MSE development


	· MSE operators are unwilling to consume paid services

· Until very recently the role/ importance given to MSE by government was not satisfactory

· Structural constraint of income generation of the chamber/ association system

· Instability of public sector support system


Based on the SWOT analysis, the following ‘lessons learned’ and ‘strategies for the future’ were discussed, among others.




	Lessons learnt
	Strategies for the future



	Systemic interventions

· The design of interventions has to take into account all levels (macro, meso, micro).

Networking

· Networking is important and is instrumental for policy influence and coordination of interventions.

· Networking must be based on organizations with real services to business operators.

Partner organizations

· Sustainability and stability of POs is crucial for success.

· Non-collaborating POs should be eliminated early.

· If the project works with public sector structure, their stability is an important requirement.

· The commitment of POs needs to be ensured – written agreements are needed.

Private providers

· Private and commercial BDS providers should be strengthened.

· Project should directly support commercial BDS providers’ capacity.

Personnel/ facilitators/ trainers

· Qualified facilitators and incentives for them are important to run a successful BDS program.

· BDS facilitators can’t be sustained if POs are not stable.

Role of support organizations

· BDS ‘facilitator’ and ‘provider’ roles for the short, medium and long run need to be clarified.

M&E

· An effective M&E system is important for running an effective BDS program.

BDS market orientation

· It’s time to develop private providers and commercial BDS for MSME.

· We need to be realistic about the time horizon for BDS market development, but keep working on it.

· It is difficult to sell commercial BDS to microenterprises. Market development strategies need to strengthen demand and target businesses, which are able to pay for services.

      Resources

· Project tasks and high expectations were not matched by adequate resources.


	Macro level intervention

· Continue work on policies that need to be revised and support rationalizing the policy environment for MSE.

· Deal with market constraints on macro level. Promote BDS market orientation.

Networking

· Continue/ sustain networking activities for MSME promotion.

BDS market orientation

· Strengthen market orientation of interventions.

· Base interventions on knowledge about demand and supply sides (MSME; BDS providers) – survey!

· Stimulate demand for BDS (e.g. vouchers).

· Support providers developing new and commercial products.

Target clientele

· Include medium-scale enterprise.

· Take into account potential for commercial service consumption.

Private providers

· Emphasize focus on private and commercial providers.

Partner organizations

· Screen POs carefully.

· Work with most stable and predictable POs only.

· Reduce number of POs in case of lack of perspective.

· Strengthen stability of cooperation through written agreements.

Role of support organizations

· Have a clear long-term strategy who is BDS facilitator and who is provider.

Approach

· Make use of developed BDS facilitation tools and capacities, and keep developing and adapting them.

· Sustain an action-oriented approach, and accept some trial and error.

Sector interventions

· Specialize on sectors and value chains.

· Include medium to large enterprises in the value chain into the intervention.

TVET

· Use opportunities existing in the TVET system.

· Strengthen the MSME promotion in the TVET system.

· Strengthen role of CEFE in TVET system.





2.2.4. Project quality issues

Outreach

With 12,682 CEFE trainees and another 1,913 BDS clients served in Phase 3 until around mid 2004, outreach of the partner organizations’ activities is good for a project of this type by all standards. This implies that the project approach is basically accepted by the implementing organizations as well as by their target clientele. The products are ‘in demand’, although not paid for by target clients.

The above figures reflect clearly that the BDS cycle product was introduced only in phase 3. Its outreach is still more limited than that of CEFE training. Planning of the 4th BDS cycle starting in December 2004 assumes that 4,400 businesses will be supported by 429 facilitators. This would be a big further increase. However, while other activities of the project can be considered consolidated, this does not hold true for the BDS cycle product as it has been introduced only recently in the 3rd project phase.

Impacts

MSE PRO has had impacts on policy/ macro, institutional, and MSE levels.

· As mentioned above, the BDS survey of the 2004 impact study comes to the result that out of a sample of N=45 80% have ‘improved working conditions’. The study documents what type of problems the business operators were working on together with BDS facilitators and in which way and to what extent they were able to implement changes.

· With regard to the CEFE trainees, a telephone survey of start-up trainees conducted by project staff in 2002 (N=106) revealed a start-up rate of 63%.
 The 2004 impact study interviewed N=30 CEFE trainees out of which 15 underwent training for start-up and 15 were in business before. The study documents how ex-trainees perceive the impact the training had on themselves, their competencies, and their businesses. The individual cases vary; overall, the survey confirms that the training helped to improve businesses.

· The organization development impact on POs is evaluated in terms of the use and appreciation of the ‘folder method’ by project partners. Partners generally confirm the usefulness of the ‘folder method’ in structuring their work, documenting what is being done and achieved, etc.
 With regard to the impact of networking and the use of the webpage materials and brochures, again details vary, but partner organizations confirm the benefits of networking in terms of exchange of experience and learning.

· Project impact on organizational/ institutional level goes beyond folder method, network building and information materials and platform. MSE PRO has contributed to establishing, restructuring, or ‘re-vitalizing’ some of the partner organizations. It has provided them with products (CEFE, BDS cycle), which were not there before. Understanding the details of impacts would require an in-depth organization analysis. Development of some private commercial training and consulting firms and freelancers can be considered an untargeted, but welcome impact.

· Policy-level impact has not been documented much by the project, as in phase 3 it seems this was not considered a focal theme. However, it does exist, as a result of networking and policy discussion at the Network Forum, and as a result of studies supporting strategy and policy development by project partners.

Significance, visibility, and networking with other interventions

The MSE PRO is very well networked. This is partly a result of the pioneer role it has played in Ethiopian MSE promotion – they were there early, so everybody knows them. It is also a result of the good relationship the Project Manager, the adviser, and other project staff have with many actors in the public and private sectors as well as in the donor scene involved in private sector and MSME promotion, and their active networking efforts. Cooperation has been established with the ILO and UNIDO projects in the field, among others, and among the project partner organizations, although they are not always strong, are the major players in the sector in Ethiopia. It characterizes the reputation the project enjoys that it is the only donor supported project represented on the Addis Ababa MSE Council, a council of MSE promoters, practitioners and entrepreneurs initiated in 2003 by the Mayor of Addis in the context of his recent move towards the current massive MSE promotion campaign of the municipality through Addis ReMSEDA.

As it was there early and therefore has influenced the MSE promotion sector for a long time, the MSE project has become sort of a resource center and a reference point for MSE development activities in Ethiopia, and is highly accepted in the Ministry of Trade and Industry. As such, it is also quite visible in the sense that it is known to everybody in the MSE promotion sector. Despite all difficulties, slowdowns, some less successful sides, and the criticism of 2 Progress reviews, we feel it had a significant impact on the development of MSE promotion in Ethiopia after regime change in the early 90’s.

Sustainability

Six months before the end of the project, quite a number of sustainability-related questions have not yet been fully answered, and the project is working on these. This is also due to the fact that the 3rd project phase did not concentrate on consolidating what was built up before, but got the mandate as a result of the 2000 Project Progress Review to start something new: introduce business service facilitation and provision.

As the above outreach figures suggest, the CEFE-type activities of project partners can be considered quite well established. More than 200 CEFE trainers are said to exist in Ethiopia. FeMSEDA is in the position to conduct CEFE ToTs with in-house staff – as long as the CEFE Master Trainers within FeMSEDA remain in the organization. And if they do not, there are 3 private training firms and more trainers in the market who use CEFE and are able to train trainers and develop more capacity. Like in other countries, CEFE training for MSE is sponsored by an existing institutional market (government, NGOs, donors), with more limited contributions by the entrepreneurs in some cases.

The BDS cycle concept is used by 15 organizations, i.e. ReMSEDAs, NGOs, Chambers, and Women Entrepreneurs Associations. Not all of them are strong, some are rather weak, and the public sector support system, particularly Addis ReMSEDA, is quite instable in the sense that it has seen repeated restructuring and strong staff fluctuation in the last few years. BDS facilitators have been trained in short courses, gained some limited experience, and many of them practiced for a short time only and then got transferred to other positions in Addis municipality, i.e. human resources trained for partner organizations were in some cases lost quickly. The qualification of those who are there might be sufficient to facilitate some services to micro businesses, but hardly beyond this. We met a BDS facilitator in Amhara Chamber who had stopped practicing BDS cycles, as he had other work to do, and facilitators of Amhara Women Entrepreneurs’ Association who were paid by the ILO project rather than the association. This is not a good situation for sustainability. FeMSEDA is in principle able to train BDS facilitators for the other partner organizations and has, with project support, been doing so. The BDS cycle methodology developed by the project is well documented and has been published as a booklet.
 However, there are quite some uncertainties with regard to sustainability, as the concept has been newly introduced and is not yet consolidated. According to the project staff, “it was just a start”.

Of course, sustainability is related to the strength and stability of the implementing organizations. Regional chambers are quite weak and have been struggling for their survival. Women Entrepreneurs’ Associations are probably as strong as some motivated and charismatic leaders who make them work are. NGOs are normally as strong as their donor support. They all have to be seen against the background of weak and just emerging civil society organizations in Ethiopia. The public sector MSE development organizations do exist and do function for the time being. As the pressure to create jobs for urban (as well as rural) youth is tremendous and Ethiopia has some ambitious politicians and more donor money than can be absorbed, the public sector MSE organizations don’t seem to suffer from shortage of funds. Their problem is rather lack of stability.

The Ethiopian BDS Network initiated and developed by the project is an achievement. Network meetings are organized by FeMSEDA, have been co-funded by MSE PRO and UNIDO, and are attended by around 35 people from all over Ethiopia. Participation by private providers could be strengthened. Continuation of network meeting was an unsolved issue at the time of the L&P mission. After that, during the network meeting in November, arrangements were made to continue meetings after end of project with FeMSEDA organization and some ILO and UNIDO funding.

The EBDSN webpage is a good tool of the BDS Network, providing a wealth of information and materials. It has been maintained by the project, and updated versions have been distributed regularly by the project on CDRoms. The question of who will maintain the webpage after end of project was open at the time the L&P mission was conducted, although ideas did exist how maintenance of the webpage could be organized. It is understood that after the end of the mission the Ethiopian Chamber of Commerce agreed to take over the webpage.

The publication series of the project has become more or less sustainable in the short to medium run, as a private publisher as well as ECC have taken them into their programs.

Beyond the ‘products’ of phase 3, there is no doubt that the project has had some sustainable impact on the landscape of Ethiopian MSE promotion. It has shaped the MSE policy and drawn the attention to this sector. MSME promotion as a policy has found its way into the Industrial Development Strategy of the GoE. MSE PRO has been involved in structuring public sector institutions for MSE promotion. It has established some services (CEFE, BDS cycle) in these and other organizations. It has provided some support to regional chambers in a critical phase of their development. Some private training and consultancy providers have come up as a result of and in collaboration with MSE PRO and are established in the market.

Adequacy of the intervention design and ‘State of the art’

MSE PRO was designed in the mid 90’s of the last century. Since then, the BDS market development discussion has changed the way we are looking at MSME development interventions. ‘Adequacy’ of an intervention design and ‘state of the art’ are relative terms: What is considered adequate and ‘best practice’ keeps changing.

Given the chance to design an MSE Program for Ethiopia today, one would do many things in a different way: One would look at markets and market failures rather than at perceived ‘needs’ of MSE. One would rely less on public BDS providers and more on private commercial providers.

It would not be fair to evaluate a project planned in the mid 90’s in terms of today’s BDS market development perspective. On the other hand it is not avoidable that we have a ‘paradigm change’ in mind, we cannot erase what we believe to ‘know better’.

The project commenced in 1996, a few years after regime change in Ethiopia. Under the old regime, market mechanisms had been severely interrupted, entrepreneurial activity and private sector initiative had been suppressed. A market-oriented policy for private sector and MSME development did not exist. BDS were not much available, let alone private service providers. A sector of private consultants emerged only after that. Government was trying to somehow overcome the legacy of the DARG regime; but until today, it has a deeply ambiguous attitude towards the private sector and is moving pendulum-like between acceptance of, support to, and control of the private sector.

The ‘systemic intervention’ point of view – from macro to micro intervention? The ‘systemic competitiveness’ argument basically says that the competitiveness of an economy, a sector, or a business depends on a number of interrelated factors, a system of variables on different levels – enterprise variables, institutional variables, policy and environment variables, and culture, among others. If this is correct, interventions to promote competitiveness can be expected to be more effective if they are based on the analysis of the whole system rather than looking at just one isolated factor. Did MSE PRO work with such a broad, ‘systemic’ approach?

When the project started, this was definitely the case. It supported policy formulation which included the task of developing the respective institutions. It supported establishment, development and strengthening of public as well as private sector organizations. And it expected impacts on MSE level as a result of service delivery by the organizations which were supported. It seems progress in institutional development was slow in many cases. Criticized by 2 Progress Reviews for lack of or insufficient actual service provision to MSEs, the project developed in phase 3 a focus on – apart from CEFE – promotion of an action research-like industrial extension concept called ‘BDS cycles’, which combines facilitator and provider functions. As a result, MSE PRO is now sometimes perceived as concentrating on micro and meso level issues only, and contributing little to shaping the environment of MSE development.

This is only partly correct. A policy role of MSE PRO has become less explicit over time. However, due to its long-term involvement in Ethiopian MSE development and its good networking, MSE PRO has contributed to quite a number of relevant discussions and has been involved in MSE promotion strategy development in (- among others -) fields like

· regional MSE development strategies

· microfinance regulations

· sector studies for Addis municipality

· highlighting of MSE problems such as lack of premises or harassment of street vendors, resulting in specific approaches adopted by the municipality to solve such issues.

The following is a list of workshops, studies, consultancies, network discussions, which the project team considers policy-related.

	Policy-related studies, consultancies, workshop, network discussions



	Phase 1



	MSE Development Strategy of Ethiopia (official policy document)



	

	Phase 2



	Regional Development Strategies for Amhara, Tigray and Addis Ababa (official policy documents)

	Marketing strategies for MSEs (study)

	Business advisory, counseling & support services for MSEs (study)

	Needs assessment & development of services to MSEs (study)

	Situation and needs of women entrepreneurs (study)

	Identification of problems of women entrepreneurship development (workshop)

	Concept of micro and small enterprises related information system in Ethiopia (study)

	Proposal for developing entrepreneurship and improving the business environment for women operators in the MSE sector (study, draft policy paper)

	The MSE sector in Addis Ababa under special consideration of street vendors and similar groups (study)

	Facilitating the establishment of Regional Development Agencies (workshop report)

	Draft strategy on the development and promotion of micro and small enterprises (MSEs) in the Southern Nations, Nationalities and Peoples Region (SNNPR)

	Marketing strategies for MSEs with focus on trade fairs (study)

	Subcontracting strategies for the Ethiopian MSEs (study)

	Assessment of the legal and regulatory problems of MSEs in Ethiopia (study)

	

	Phase 3



	Outsourcing public services to private operators (Tigray) (study)

	Business incubation (FeMSEDA) (study)

	BDS: Situation analysis, action planning & delivery (workshop and manual)

	How to organize & run effective women entrepreneurs associations (workshop)

	The role of MSE promotional organizations in women entrepreneurship development (workshop)

	How to make women entrepreneurs’ associations sustainable (workshop)

	Entrepreneurship development for women MSE operators (workshop)

	Assessment of needs, and impact of services provided to small and micro entrepreneurs in the Amhara Region: Dessie, Gondar and Bahir Dar, (study/ consultancy report)

	Information management in the MSE sector in Ethiopia (workshop)

	Identification of development needs of the MSE (workshop, report)

	Development of demand-oriented and tailor-made service packages for MSE operators (consultancy, report)

	Study on financial management system, sources of income, organizational capacities and future prospects of Chambers of Commerce (workshop)

	Proposal for strengthening partnership with private sector organizations (discussion paper)

	Private business advisory, counseling and support services for MSEs (study)

	Establishment of a network of MSE support institutions in Tigray (study)

	Promotion of private training providers in Ethiopia (consultancy, study)

	Loan conditions of commercial banks and microfinance institutions (publication)

	Investment guide of Ethiopia (publication)

	Taxation problems of MSEs in Ethiopia (discussion at Network Forum)

	Problems of access to finance for MSEs in Ethiopia (discussion at Network Forum)

	Experience of GTZ in MSE development in Ethiopia (workshop/ policy forum)

	

	Compiled by Fantahun Melles and Dieter Gagel


The project team has in phase 3 probably perceived such activities as part of their normal work, without explicitly highlighting them as a ‘macro intervention’. In fact, some of those contributions, particularly in phase 3, could be considered meso rather than macro level inputs. However, it can be seen that a reference to policy discussions does exist. Most probably, such policy inputs could be further broadened and strengthened, too.

Public sector support structures vs. private sector organizations: MSE PRO has throughout its history supported public as well as private sector organizations. Results are mixed: Project inputs into public organizations such as FeMSEDA did not always achieve the desired results, and developments were often slow. ReMSEDAs are relevant service providers for the time being. With today’s perspective, one would not rely on public sector organizations as service providers as strongly again. However, it is an open question, what alternative did exist at the time of project start, in a ‘no BDS market’ situation. MSE PRO cannot be criticized for neglecting private sector organizations – they have always been part of the activities. Some of the regional chambers, until today, seem to be as weak as a chamber can be, which is not the fault of the project. Until today, private commercial providers have played only a limited role in the project context. This sector did hardly exist when the project commenced. From today’s point of view one would try to work with more commercial providers, rather than expecting weak chambers and associations to provide or facilitate a broad range of BDS and trying to make them a bit less weak.

BDS market orientation: Starting in a ‘no BDS market’ situation and working in a highly ambiguous policy environment with regard to private sector development and market mechanisms, the project did not have an easy task. By now, commercial BDS provision is emerging. But outreach to MSE is limited. Like in many other countries, consultants and trainers are in many cases paid by donors or government rather than businesses. In general, however, the capacity of private commercial BDS provision is probably still below the level of service provision by for example ReMSEDAs. Interesting is the experiment of Amhara ReMSEDA to support BDS facilitators to set up their own small consulting firms and pay them for their work with MSEs on behalf of ReMSEDA. The design of a small enterprise project would today put more emphasis on developing market demand for and supply of services, and look at service provision in value chains integrating MSE and MLE.

All this is not said to blame MSE PRO for having been designed the way it was, in the prevailing environment in Ethiopia of the mid 90’s, and with the MSE development thinking of the 90’s. The project has played a pioneer role in the Ethiopian environment. It leaves behind policy documents, strategies, organizations, even some commercial service providers, certain service types that were introduced, and a network of major actors in MSE development. This is quite something. Based on what has been achieved in the past, we think that it is time to have a fresh look now at MSME and private sector development in Ethiopia and design something new, provided GTZ wants to continue its involvement in MSME and private sector development.

Human Resources

MSE PRO has over time developed or contributed to the development of excellent human resources – in the project team and in some of the partner organizations. Project staff and management are competent, capable and well networked. The project has become a resource center for other actors in MSME development in Ethiopia due to its long experience and the competency of its staff. We feel it would be a win-win-situation, if the human resources of the project office could be kept in the GTZ system in Ethiopia for further tasks in enterprise, private sector and economic development and related fields.

3. The future – options and recommendations

The purpose of this section is to outline options for the future of MSME development interventions in Ethio-German Technical Cooperation, based on the assessment of what has been done so far in MSE PRO. We will argue that

· MSE PRO, while having strengths and weaknesses like any other project, has developed strong elements worth being continued, and on which to base future interventions.

· MSME and private sector development interventions of German Technical Cooperation should be continued rather than phased out.

· designing a new project or program component in this field is preferable to extending MSE PRO beyond its 3rd phase.

· the gap between the scheduled end of MSE PRO and the start of a new project in the context of the TVET program and/ or the upcoming Engineering Capacity Building project should be bridged in order to ensure continuity and keep the human resources and experience of MSE PRO in the system.

· directly TVET-related BDS interventions, BDS market stimulation, value chain development, and MSME network and learning platforms could be elements and building blocks of a future MSME/ private sector development project.

· the combination of such elements and the final design of such a project or component depends on policy decisions to be taken by GTZ and needs to be coordinated with design decisions about the upcoming Engineering Capacity Building Project.

3.1. Assessment summary

MSE PRO has through around 9 years played a pioneer role in Ethiopian MSE promotion after regime change in the early 90’s. It has supported MSE promotion strategy development. It has contributed to institutional development in the field. It has introduced products like CEFE and a modified BDS concept (‘BDS cycle’). Particularly in phase 3, the project has achieved a relevant outreach to MSE through its partner organizations. It has proven impacts on enterprise, institutional, and strategy/ policy levels. MSE PRO is well networked and has initiated a BDS network of partner organizations and actors in the field, which is a forum for experience exchange including strategy and policy discussions. It is the only donor-supported project in the Addis Ababa MSE Council. This reflects the recognition and reputation the project is enjoying. It has become a resource center for MSME promotion in Ethiopia. We do not see any other donor-supported intervention in the field that has a comparable role and reputation.

Of course, there are ‘weaker’ aspects, too. Some of the cooperating partner organizations are weak to very weak. An MSE project designed today would most probably rely less on public sector service providers and try to focus more on market development and private commercial BDS providers. While contributing to capacity building and human resource development of BDS facilitators, much capacity, particularly in some of the public organizations, was lost fast as a result of personnel fluctuation. Services provided by partner organizations are to a large extent free of charge for the MSE client, although cost-sharing and client contributions have been an issue discussed for a long time. Work with and direct support to commercial BDS providers started late. This and the BDS cycle concept introduced in phase 3 are not yet consolidated. The competency of many BDS facilitators is considered ‘basic’.

Elements that should be maintained and integrated into a future MSME/ private sector intervention are

· the BDS network/ Network Forum including its indirect policy influence and the webpage

· the resource center function and pioneer role in MSME promotion, which is an important asset supporting credibility and influence of German TC in the field

· capacity building support, particularly to private and commercial service providers

· the orientation towards proven impact on MSE level and outreach

· the concept of BDS facilitation, with increased emphasis on the distinction between facilitator and provider roles

· the integration of CEFE-type elements in the TVET system.

Elements to be further strengthened in a future intervention are

· the market orientation of interventions

· involvement of commercial service providers

· the contributions to shaping the policy and regulatory environment of MSME and private sector development in general.

The focus on MSE should be broadened to include medium-scale enterprises and a view to value chains in which enterprises of all size categories are integrated.

3.2. A future role for MSME and private sector development interventions in Ethio-German Development Cooperation?

German development cooperation with Ethiopia is organized in 3 focal areas, i.e. TVET, governance and capacity building, and utilization and protection of natural resources/ food security. It is particular for the cooperation with Ethiopia that TVET has become a focal area of its own, and not as part of WiRAM. From this point of view, private sector and MSME development are not part of the focal areas of cooperation, and could therefore be phased out in the process of consolidating the GTZ portfolio. One project supporting the Ethiopian privatization process has been closed down earlier in 2004, and phasing out of MSE PRO could be a logical next step in this perspective.

On the other hand, the GoE has requested German support for an Engineering Capacity Building Project (ECBP), basically a program to promote accelerated industrial development, with components in the fields of

· university reform

· TVET

· private sector development and company re-engineering, and

· quality infrastructure/ standardization.

This program is for the time being high on the priority list of the GoE; it might become a multi-donor effort, and there are signs that it might contribute to a restructuring of the Technical Cooperation portfolio in Ethiopia. Private sector and enterprise development is an issue in this context, which does not necessarily imply it would be funded directly by German Development Cooperation.

We think that there are 2 major arguments supporting the view that GTZ involvement in MSME and private sector development should not be discontinued.

Firstly, demand and prospects of future demand do exist in the GTZ programs TVET and Governance for MSME-related interventions. The TVET program contributes to reforming and improving the TVET system. Graduates from this system need employment, which is not generated by vocational training, but depends on overall economic development variables. In a situation of scarce employment opportunities, which is the rule rather than the exception, TVET interventions therefore benefit from or require complementary interventions in enterprise promotion, and generation of employment or self-employment. This is clearly seen by the Program Coordinator and his colleagues, and this view is supported by the TVET strategy paper (Sektorschwerpunktpapier) for Ethiopia.
 A potential conceptual broadening of the TVET program in this sense is envisaged for its next phase, after 8-2007. Similarly, the Program Coordinator of the Governance program, which is involved in development of decentralized units including regional and municipal development, anticipates the benefits of integrating a Local Economic Development component into the program in its next phase, i.e. after roughly 2 years.

Second, with the pioneer role of MSE PRO German Development Cooperation has a prominent position in this field. Giving this up would result in a loss, particularly if in future such interventions would have to be built up again.

If demand by GTZ programs for future interventions in MSME and private sector promotion can be anticipated, it does not make much sense to discontinue what has been achieved now, to loose the position in the BDS network and the corresponding influence, the accumulated resources and experience and the pioneering role, and start from scratch later on.

We therefore recommend to ensure some continuity of MSME/ private sector development interventions in the context of the existing focal areas of cooperation with Ethiopia and the upcoming Engineering Capacity Building Project.

If this is accepted, the next question is how a potential future MSME/ private sector project or component would be organized and could look like.

3.3. Options for the future

3.3.1. Extending MSE PRO vs. designing a new component

The difference between extending MSE PRO with a modified design and designing a new program component is gradual to some extent. However, we think that good arguments do speak for designing a new program component:

· MSE PRO has been there since 1996, many results of its work can be considered consolidated, the institutions that have been supported in restructuring or in being established do exist and work, and they cannot be supported forever.

· A fresh look at MSME and private sector development from the point of view of today’s ‘state of the art’ is useful. As said above: Not everything the project has done would be designed the same way today. The BDS market development discussion has changed the way we are looking at MSME development and the type of solutions we are looking for.

· Designing a new MSME/ private sector development component would be a signal to partners that continuity is wanted in the substance, but the cooperation of the past is being completed, future interventions will be designed based on lessons learned, and innovations and new impulses are intended taking into account international ‘good practice’ of the beginning 21st century.

A new component has the advantage of the ‘fresh look’ and can at the same time incorporate elements of MSE PRO, which need to be there in future, too, such as the Network Forum/ EBDSN, or which have not been consolidated yet and need to be further developed, such as the BDS cycle concept and the involvement of private commercial providers into project activities.

3.3.2. The need for bridging the transition

It is assumed that a new MSME/ private sector component would be part of the TVET program or/ and the ECBP
.

MSE PRO is presently scheduled to end in 3/ 2005. The present phase of the TVET program will end in 8/ 2007. The potential restructuring of the GTZ portfolio, particularly TVET, with regard to its position vis-à-vis the ECBP could be tentatively assumed to be completed by the end of 2005, by which time old and new projects and program components would have found their place in the new design.

Within this setup, the place for a new MSME/ private sector component, i.e. a MSE PRO successor, will have to be defined. If we want to avoid the loss of human resources of MSE PRO and the accumulated experience of the Ethiopian project personnel, the time gap between 3/ 2005 and 1/ 2006 (or any other realistic target date agreed upon) would need to be bridged.

We recommend to extend MSE PRO during this transition period. The additional time should be used

· to generate the information basis needed for a new market-oriented design with a strengthened role of private commercial providers (e.g. BDS market studies, value chain studies, etc.)

· to discuss elements of the new design with the actual partner organizations, particularly the Network Forum and the MTI

· to plan the new concept and prepare the project document/ offer to BMZ.

3.3.3. Potential designs

In terms of organization and place where the new MSME/ private sector development component will be located, a lot depends on further development of the TVET program and its relationship to the upcoming ECBP. The MSME/ private sector development component could be

· part of the existing TVET program, with a direct relation of all MSME development activities to TVET (MSME development activities in TVET context, narrow option)

· part of a broadened TVET program design developing in the medium term towards a WiRAM orientation (MSME/ private sector development and TVET in a focal area WiRAM, more comprehensive option)

· part of the private sector development pillar of ECBP (MSME development in ECBP private sector pillar)

· part of the TVET program integrated into ECBP (MSME development in ECBP TVET pillar).

At the moment it seems the strongest dynamism is visible in the development of ECBP, of which the result is not yet known. The following elements of a Private Sector Development and Company Re-engineering pillar of ECBP
 have been proposed in the Roadmap for Engineering Capacity Building:

· value chain development

· firm re-engineering in selected value chains

· MSME development through Business Development Services market stimulation (BDS voucher program)

· business services provider capacity building

· learning platforms for MSME and industrial development, and privatization support.

These are options and building blocks, and most probably only some of them will be implemented under the ECBP concept. In this situation, any proposed design for a new MSME/ private sector development component needs to be coordinated with the emerging ECBP concept.

The following are potential modules and building blocks of a new MSME/ private sector development component of Ethio-German TC. They are based on the assumptions that

· the target clientele should be broadened and include medium-scale businesses

· the intervention should be developed towards BDS market development and stimulate demand for services as well as private provider involvement

· a sector or value chain orientation will enable the project to facilitate more in depth support to businesses in selected sub-sectors and benefit the whole chain including micro, small, medium and even up to large enterprises

· the EBDSN/ Network Forum is important and can be further developed as a Learning Platform and a mechanism of influencing and shaping MSME/ private sector development policies and support structures

· part of the intervention could be focused on the direct needs of the TVET system.

The proposals have benefited from discussions with the MSE PRO team and take up ideas from the ‘lessons learnt’ and ‘strategies for the future’ discussion as well as ideas formulated in the proposal for the ‘Design of a TVET – Business Development Component’ prepared by MSE PRO in 2004.
 They also take up ideas formulated in the ‘Private Sector Development and Company Re-engineering’ component of the Roadmap for Engineering Capacity Building
 and therefore overlap with the Roadmap.

Module 1: Directly TVET-related MSME/ BDS interventions

Module 1 as a stand-alone module would be the narrowest version of MSME TVET integration, in that it confines MSME/ BDS interventions to those directly related to the TVET system and its needs in terms of (self-) employment generation. In combination with other modules below, it would be part of a broader and more comprehensive MSME/ private sector development component.

The module builds on the work already done by MSE PRO to introduce CEFE-type entrepreneurship orientation and training elements into the TVET system. CEFE-based entrepreneurship curricula have been developed and trainers in TVET institutions have been trained in this. According to the TVET Program Coordinator this has been a good start and the approach could be further strengthened.

	Sample TVET-related CEFE MSME development intervention

Entrepreneurship/ self-employment awareness building

· provide entrepreneurship/ self employment orientation to technical/ vocational trainees

Enhancing entrepreneurship/ self-employment curricula in TVET

· develop and introduce basic business management curricula

· introduce business planning related to respective trades

· integrate sample business project implementation into vocational and technical training

Self-employment and business start-up programs for VT graduates

· develop linkages between VT institutions and BDS providers (start-up training/ business planning, etc.)

· develop links between VT institutions and microfinance providers

· develop mentorship programs for self-employed graduates/ business starters




Module 2: BDS market development for MSME development

The module would build upon the work done so far by MSE PRO in developing BDS facilitators and providers and introducing BDS-type interventions. The purpose is to further upscale and broaden BDS market development. This comprises demand and supply side interventions, which have to be weighted based on market intelligence.

Demand side

One instrument 

· to stimulate demand for Business Development Services and thereby develop markets

· to contribute to the commercialization of BDS as far as possible in a given context

· to get business services delivered to a large number of MSME in a short period of time

is a BDS voucher program (BDSVP). Vouchers are documents issued by a voucher administration entitling users (MSME) to a specified service at a subsidized rate. Voucher programs have become popular in recent years in a number of countries, particularly in South America. In Africa, voucher programs can be studied in Kenya and South Africa, for example.

A BDS Voucher Program could support a broad range of services such as

· accounting and accounting training

· advertising

· advocacy and support in dealing with authorities/ administration

· business plan preparation

· business process re-engineering

· product development

· business registration

· business mentoring

· tax compliance and planning

· tender preparation

· skill training

· management related training

· business information provision/ advise

· restructuring advise

· technical and management consultancies,

among others. It can combine services to businesses owners and further training of workers. It can also be used to provide services under Module 3 (value chain development).

	Sample BDS voucher program intervention

Surveying the market for Business Development Services in Ethiopia

· conduct Usage Attitude Image BDS market survey (UAI)

· analyze BDS market in Ethiopia

Designing a BDS Voucher Program

· define voucher program objectives and target clientele

· identify suitable institution for voucher administration

· identify suitable voucher Allocating Agents (AA) for voucher distribution and advisory functions

· design voucher/ service types

· design subsidy policy (degree of subsidy, decreasing subsidy over time, etc.)

· identify suitable types of Service Providers (SP)

Setting up the Voucher Program

· prepare voucher manual with procedures

· prepare contractual agreements between actors involved

· set up voucher administration

· make Allocating Agents operational

· invite Expressions of Interest by service providers

· screen and accredit service providers

· support service providers in designing their offer/ services (see also Key Issue 4)

Implementing BDS Voucher Program and promoting the services

· promote BDS VP to potential business starters

· promote BDS VP to existing MSME

· promote BDS VP for further skill training of workers

· make program operational

Monitoring & Evaluation

· design Monitoring & Evaluation system

· design and implement controlling/ auditing (voucher use and flow of funds)

· document lessons learned for adjustment and finetuning of program and for policy discussion

· document results on user/ enterprise level

· document results on BDS market level (market development)




Supply side

BDS delivery requires competent and qualified service providers (organizations, firms, and individuals) and efforts to strengthen the capacity of business service providers in order to enable them to meet the demand. This would build on earlier work of MSE PRO in provider capacity building and focus particularly on the development of commercialized service products.

	Sample BDS provider capacity building intervention

Overview and assessment of the business service provider landscape in Ethiopia

· survey private and public service providers

· invite Expressions of Interest by service providers to cooperate in BDS provision under a BDS voucher program, in value chain analysis and upgrading 

· evaluate/ assess service providers competency and capacity

· prepare register of service providers

Service providers under BDS market stimulation for MSME development

· agree on the terms of cooperation in the framework of voucher program for MSME development

· register service providers (accreditation with voucher program)

· conduct service provider capacity building training/ further training programs

· provide market assessment support

· provide product/ service development support

· provide service marketing support to cooperating providers

Service providers for value chain development

· agree on terms of cooperation

· select suitable providers

· conduct value chain analysis training workshops

· conduct value chain intervention strategy workshops to establish common methodology

· document value chain upgrading methodology for discussion and further training

· document qualification processes




Module 3: Value chain development

The purpose is to upgrade selected value chains in priority sectors. Value chain development analyses strengths and weaknesses of the chain, identifies bottlenecks, develops upgrading action plans with the enterprises involved, and facilitates (external or ‘embedded’) business services to upgrade the chain and its elements. It results in improved product quality and competitiveness of the chain, catalyses sub-sector growth and thereby the integration of more small enterprises/ suppliers into the chain, and generates employment. In the case of export-oriented value chains, it facilitates export growth.

	Sample value chain intervention

Value chain diagnosis

· identify suitable value chains in priority sectors for upgrading

· identify sector associations for cooperation

· identify suitable consultants, technical and training institutes for cooperation (public tendering)

· identify lead firms and motivate them to participate in value chain upgrading

· train or further train personnel in value chain analysis and intervention planning

· conduct value chain studies

· map value chains together with groups of entrepreneurs

· conduct SWOT analyses/ diagnostic studies for selected value chains together with entrepreneurs and industry associations

Upgrading action plans

· agree on priority problem areas and upgrading needs

· identify/ define actors leading interventions and change

· support preparation of upgrading action plans

Service provision and solutions for value chain upgrading

· work with entrepreneurs and consultants to design solutions for value chain upgrading

· facilitate service provision

· facilitate access to finance for funding services as well as for investment

· support consultants/ trainers/ institutes in developing adequate service offers and in marketing their services to entrepreneurs

Monitoring and documentation

· monitor action plan implementation

· monitor improvements achieved

· document results for policy discussion and replication.




The approach and methodology of implementing this include the following elements:

· use of international sector/ value chain specialists as far as necessary

· open tendering of involvement of Ethiopian consultants/ organizations/ service providers

· work with Ethiopian consultants/ training institutions/ service providers as much as possible

· investment into service provider capacity building

· promotion through sector/ industry associations

· workshops and seminars with sector specialists

· value chain mapping and analysis together with groups of entrepreneurs

· involvement of lead firms in identifying weaknesses and bottlenecks in the chain and developing strategy plans

· documentation and publication of results and success stories

· building links with and utilization of existing support facilities (e.g. World Bank Matching Grant Schemes, etc.).

Module 4: Networking and an MSME and private sector development learning platform

The module would start from the existing EBDSN and Network Forum, capitalize on its strength, and further develop it into a platform for discussing the experience made in the other modules 1 – 3, studying and discussing international experience and ‘good practice’ in MSME/ private sector development and BDS market development, formulating and analyzing problems and bottlenecks, and preparing policy and strategy recommendations.

	Sample MSME and private sector development learning and policy discussion platforms

· further develop network and forum of policy makers and practitioners in MSME, private sector and industrial development in Ethiopia

· develop sector specific networks in order to strengthen sector specific synergies and value chain activities

· document program experience and prepare it for policy discussion

· conduct study tours to learn from international experience

· conduct workshops/ conferences for evaluation of program experience and results

· invite international ‘good practice’ presentations

· formulate policy recommendations based on ‘good practice’ discussion and program experience

· support policy makers in preparing decisions and policy documents.




3.4. Prioritization

We have recommended earlier that the continuity of German DC involvement in MSME/ private sector promotion should be maintained. This would not necessarily be the case if a new MSME/ private sector development component was designed as part of a 3rd party funded pillar of the Roadmap (ECBP) only.

Therefore we would characterize the options as follows:

	Module 1
	MSME/ BDS development directly TVET-related

Integrated into TVET program
	Minimalist

Serves needs of TVET

Too small for a SIGNIFICANT MSME/ private sector intervention



	Modules 2, 1, 4 combined
	as parts of an expanded TVET program
	More comprehensive

Contributes to the development of the TVET focal area towards WiRAM



	Modules 2, 1, 4 combined plus Module 3
	Modules 2, 1, 4 as part of an expanded TVET/ WiRAM program; Module 3 in the Private Sector Development and Company Re-engineering pillar of the Roadmap (ECBP),

3rd partly funded
	Most comprehensive intervention




Final outcome requires coordination with ECBP design. 
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Annex 1: Timetable and persons met

	11/09/04
	Arrival Dr. Christoph Reichert, Management Consultancy Net Asia (MCN) (Pvt) Ltd., in Addis Ababa



	30/09/04
	Arrival Dr. Sonja Kurz, GTZ, in Addis Ababa



	01/10/04
	Meeting in MSE Program Office: Mr. Fantahun Melles, Program Manager; Mr. Dieter Gagel, Project Adviser; Mr. Karl Bartels, GFA management



	
	Mr. Ernst-Axel Momber, Country Director – GTZ Ethiopia



	
	Mr. Kinfe Hagos, Team leader, Industry and Handicrafts Promotion and Consultancy Services, Ministry of Trade and Industry



	02/10/04
	Meeting with MSE Program team: Mr. Fantahun Melles; Mr. Jiri Jebessa; Mr. Teklu Kidane; Mr. Alemayehu Kebede; Mr. Dieter Gagel; Mr. Karl Bartels

Project presentation and discussions



	03/10/04
	Study of documents



	
	Dr. Horst Sommer, Program Coordinator GTZ, TVET



	04/10/04
	Mr. Yohannes Solomon, Manager, Trade and Industry Bureau (Micro and Small Enterprise Development Agency), Addis Ababa



	
	Visit to weaving site promoted by Addis ReMSEDA, and weavers’ co-operative



	
	Mr. Ibrahim Ahmed, Team Leader of the MSE Office for Addis Ketema Sub City



	
	Visit of a block making business



	
	Mr. Tegegne Zewde, Team Leader of the MSE Office for Lideta Sub City



	
	Visit of a grain processing business and grocery; visit to an oven producer/ seller



	
	Ms. Mulualem Mengistu, BDS Unit Head, Progynist (NGO)



	
	Mr. Afework Yohannes, Managing Director BCaD – Consulting Management; Mr. Habtewold Zergaw, General Manager, Jethro Management Consultancy Service



	05/10/04
	Travel to Bahir Dar



	
	Mr. Yared Fekade, Head, Amhara MSE and Industry Development Bureau (ReMSEDA)



	
	Mr. Tadele, CEFE Trainer and expert in Amhara MSE and Industry Development Bureau



	
	Ms. Firealem Shibabaw, President, Amhara Women Entrepreneurs’ Association



	
	Mr. Gizachew Astatkie, Secretary General, Bahir Dar Chamber of Commerce; Mr. Abebaw Nigate, Business promotion and Public Relations Head, Bahir Dar Chamber of Commerce



	
	Ms. Rahel Tafere, BDS facilitator, Amhara Women Entrepreneurs Association



	
	Visit to MSE in Bahir Dar (butchery, cattle raising, garments shop, grain and spices processing stall)



	06/10/04
	Travel to Addis Ababa



	
	Mr. Kebede Shiferaw, General Manager, Federal Micro and Small Enterprise Development Agency (FeMSEDA)



	
	Visit to Mercato market and industrial area



	07/10/04
	Mr. Horst Matthäus, Program Coordinator GTZ, Governance Program



	
	Mr. Dereje Alemu, National Expert, Women’s Entrepreneurship Development & Gender Equality (WEDGE – Ethiopia), ILO; Mr. Jean-Luc Camilleri, Technical Adviser for MSE Development, EU MSE Development Project



	
	Work and discussion with MSE Program team: SWOT analysis of the MSE Program, lessons learned, and strategies for the future



	08/10/04
	Debriefing with Mr. Axel Momber, Country Director GTZ; Dr. Horst Sommer, Program Coordinator GTZ, TVET; Mr. Eckart Bode, Deputy Head of GTZ Office



	
	Debriefing with Mr. Kinfe Hagos, Ministry of Trade and Industry; Mr. Fantahun Melles, MSE Program Manager



	
	Discussion with MSE Program Team



	09/10/04
	Debriefing and work with MSE Program Team on remaining open questions



	
	Lunch with MSE Program Team and farewell



	10/10/04
	Departure of Dr. S. Kurz and Dr. Chr. Reichert for Frankfurt




Annex 2

	Ethio-German Micro and Small Enterprises Development Program 

Joint SWOT analysis of project staff and evaluation team 

	Remarks in italic letters are from the evaluation team.

	Strengths

	Micro
	Meso
	Macro
	Lessons learned

	· Reached a large number of MSEs

· Relevant outreach

· MSEs benefited from services

· Operators benefited from BDS and CEFE intervention

· Many MSEs benefiting from a package of services

· Around 13,000 MSEs accessed CEFE and benefited from the training

· Nearly 2000 MSEs had BDS and 80% said they have improved their working conditions to prior the intervention

· Entrepreneurship trainings adopted to MSEs needs

· Has field level (hands on) experience of MSEs operation

· Practical approach 

· Tailor made services

· Clear formats

· Good contact to MSEs

· Good project staff


	· The EBDSN Webpage contributed to institutional development 

· ICT webpage

· Relevant toolkits for facilitators

· Presentation of success stories

· BDS introduced to partner organizations

· BDS approach implemented in Ethiopia

· MSE development institutions (private and public) deliver services

· Partner organizations strengthened organizationally

· MSE development institutions strengthened capacity for services delivery

· Institutions internalized the BDS concept

· Demand driven BDS approach adopted by POs

· Staff of partners introduced in BDS 

· BDS units partly existing

· POs capacitated by the project

· CEFE/BDS concept is well known by all partners

· BDS and CEFE capacity built

· ReMSEDAs, Chambers, FeMSEDA exposed to other countries’ experiences through study tours

· Some good private providers

· Project activities are well networked and connected

· Networking 

· Network (will it be sustained?) Webpage?

· Market development approach in Bahir Dar

· Concept of BDS cycles

· CEFE type concepts in TVET

· Considered as resource center in MSE development

· Complete M+E system


	· Government institutions are aware of BDS Network

· Government attention

· Contributed to the implementation of MSE strategy

· Influencing policy reforms

· Influenced policy:
- financing, premises, taxation, market for MSEs

· MSE strategy implementation being realized on policy level

· Contact to decision makers

· Project is member of MSE council for Addis

· MSE network initiated and functional

· MSE promotion accorded policy priority as part of the industrial development strategy


	· Presence of strong demand for BDS  services and CEFE

· Don’t speak about BDS but do it!

· Networking must be based on organization with real services to businesses operators 

· You have to be at all levels (macro, meso, micro)

· Networking is important

· Networking is instrumental for policy influence and coordination of interventions

· The need to involve and capacitate POs to expand outreach

· Regular needs assessment on business level is necessary for demand oriented BDS

· The new BDS paradigm can take our BDS approach as one of the models

· MSEs participation in problem solving process is essential

· Timely elimination of non-collaborating POs is necessary

· Sufficient incentives for the facilitators is needed

· BDS implementation should be based on action-oriented approach and exercises. 

· An effective M+E system is absolutely important for running an effective BDS program.

· Stability of Government structure is necessary.



	Weaknesses

	Micro
	Meso
	Macro
	Lessons learned

	· Quality of facilitators and services of Partner Organizations :” basic”

· Facilitators lacking experience and skills in BDS delivery/facilitation

· Focus too much on micro enterprises and less on small 

· Lack of commitment by some MSEs to appreciate the BDS service 


	· Capacity building and capacity destruction

· Weak partners?

· Not much development towards cost-sharing and commercial BDS

· No systematic work with commercial providers

· Strategies to involve private commercial providers more strongly?

· Frequent restructuring and staff turnover in POs

· BDS units not in place in some POs’ structures

· High staff turnover/ those trained leaving/transferred to another assignments 

· BDS is not market oriented enough by some POs.

· Indicators mostly in terms of quantity

· Some private partner institutions (chambers) not delivering BDS to members

· Insufficient budget to implement planned activities by POs and MSE Pro

· Continuing working with partners which are not cooperative

· Lack of capacity building for the staffs like (mse project) short term training

· Limited number of staff (MSE project)

· Insufficient manpower capacity for follow up experience exchange and training on the job (MSE-Pro and POs)

· Poor infrastructure for BDS facilitators (office, transport communication)

· Budget constraints (project) for extended project activities (conferences, meetings, advertising)

· Lack of specialized BDS-units in the most of our POs.


	· Could there have been more direct influence on policy level?

· Not enough marketing on macro level activities

· Macro level should has been involved more
	· More project staff with sufficient capacity building

· More market orientation (commercial providers)

· Idea: focus on small and (medium?) enterprises

· Sustainable partners are important

· Private and commercial BDS providers should be further strengthened

· One component should focus on direct support to commercial BDS providers' capacity

· Implement specialized BDS units in POs

· Qualified facilitators and an incentive scheme are important to run a successful BDS program

· BDS facilitators can’t be sustained if POs are not stable.

· Incorporate these project risks  and assumption while planning for the tasks

· Strengthen capacity of facilitators by frequent experience exchange meetings.

· Shift your cooperation to private providers (supply side) and MSEs (demand side)

· Work with most stable and predictable POs.

· Sign contracts with POs on structure stability for xx years

· Incentive to best performing POs.

· Written commitment of PO is necessary.

· Develop private providers and commercial BDS for SME

· Keep sustainability of POs in mind and reduce number of POs in case of lack of perspective 

· Be realistic about time horizon for BDS market development (but keep on track)

· Clarify “facilitator “and "provider" roles for short-medium and long term.



	Threats

	Micro
	Meso
	Macro
	Lessons learned



	· Operators unwilling to consume paid services

· High expectations of operators from facilitators 


	· No budget of POs for graduated facilitators

· Chamber law not very much liked by the private sector


	· Structural constraints of income generation of the chamber system

· Public sector structures salaries lack of incentives

· Until very recently role/importance given to MSE by the Government and policy makers was not satisfactory
	

	Opportunities

	Micro
	Meso
	Macro
	

	· MSEs getting better access to services: - finance, training and BDS

· Better awareness on the importance of BDS services

· BDS and CEFE appreciated and demanded by the community (demand is there)

· Support programs underway:- Industrial zones, clustering and outsourcing

· Successful MSE operators could be examples for others

· High demand for BDS


	· MSE support institutions getting better support 

· Academics doing a lot of research in MSE development

· BDS approach is introduced

· Emerging private BDS services providers that can be developed

· Experienced project staff available

· Existing networking experience

· Relation to TVET and road map will be established

· Donors are ready for collaboration with a MSME project

· Engineering capacity building project (upcoming)

· Commercial banks interested in follow up of client companies

· MFI industry growing

· Various institutions are involved in promotion of the sector

· POs already working on services to business operators

· BDS information services available

· Use of the network

· GTZ plays an important role (nearly other donor’s) - good reputation

· Awareness of employment needs in TVET system

· TVET needs to be completed by MSE and start-up support

· Donors will collaborate with chambers (EU, World Bank, UNIDO) 


	· Public attitude to MSEs changing to the positive

· Donor funds increasing in favor of the sector

· MSE promotion is priority area of the government

· Sufficient awareness created on policy level

· Recognition by the Government and policy makers regarding the role of MSEs

· Government strategy is in support of MSE promotion 

· In the moment high priority to PSD by government. Take the chance!

· Development of MSE is one of the core strategies of poverty reduction strategy program of the country


	


Strategies for future

· More focus on private and commercial BDS providers

· Commercial providers development

· Introduction of the voucher system for BDS market development

· Initiating market development programs for BDS through vouchers, matching grant schemes

· Focus on priority areas of the government in MSME promotion

· Develop new BDS products

· Assess, explore and link MLE’s with market information

· Develop infrastructure facilities. Incubation centers

· Rapid assessment of missing gaps in MSME promotion

· Integration of MSME promotion in the TVET system

· Strengthen capacity of technically skilled people to start up their business 

· Financial system development

· Entrepreneurship training to MLE operators. Able to produce demanded and quality, competitive products

· Further work on polices that need to be revisited

· Support for rationalizing the policy environment for MSMEs 

· Sectoral approach of MSMEs development

· Infrastructure development advisory support for MSME promotion

· BDS facilitation in the context of value chains

· Continuing with network activities for MSMEs promotion

· Strengthen employment capacity of start-ups and existing business by BDS and CEFE

· Strengthen the capacity of TVET related institutions for linkage to BDS activities

· Sector focused intervention for more specific knowledge and value chains / subcontracting development

· Sectors should be textile, leather, food, construction (priorities of TVET, Municipality)

· CEFE upgrading in TVET schools

· Screen POs carefully

· Make use of developed BDS facilitation tools and capacities, and keep developing them

· Action-oriented approach (and accept some trial and error)

· Do focused survey on your target group (don’t ignore micros a prior)

· Do a survey on existing commercial BDS providers

· Focus on good facilitators /providers

· Sustained networking 

· Demand stimulation for BDS market (vouchers)

· Set criteria for selection of POs

· Deal with market constraints at macro/ meso level

· Use opportunities in TVET

· Organize sector specific networks including commercial BDS providers

· Collaborate with commercial banks and Addis chamber for medium and large enterprises support

· Involve specialists for short term missions in value chains development

· Have a clear long term strategy: who is facilitator, provider

· Go for action-oriented
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