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1.

Introduction

1.1.
ECA's View of the Informal Sector's Role in Development in Africa


The informal sector has been the subject of intensive and extensive investi​gations and research since the early '70s. As a result of which, not only scholars but decision makers in Africa and in donor organizations as well have been made fully aware about this sector of the African economy that provides the majority of the population with employment and income as well as with goods and services. In the last two decades conferences and workshops on the informal sector abound at which Government representatives usually stress their willingness to assist the sector. There are few documents on African economic development in which the informal sector does not feature prominently. What is not much in evidence is purposive and practical government action to assist the sector to better cope with its problems.


The International Labour Organization (ILO) through its Job and Skills Programme for Africa (JASPA) was probably the first UN organization to recognize the importance of informal sector development in the spheres of employment expansion. ILO's World Employment Programme (WEP), which was launched in 1969 gave the impetus of an interest in the investigation of the workings of labour markets in developing countries and the discovery of the informal economy as a possible nexus of industrialization. The United Nations General Assembly adopted the development strategy of the 'Second Development Decade' in 1971 which emphasized economic development and employment growth as major development policy goals.


Historically, two important developments which have contributed to the emergence of the informal sector growth focus in Africa included the difficulty that arose from implementing the long-term objectives of the Lagos Plan of Action (LPA) and the Final Act of Lagos (FAL) within the time frame originally conceived and from implementing the short-term objectives of the IMF/World Bank structural adjustment programmes to bring about significant improvements in the economic growth performance of the African economies. The OAU medium-term Africa's Priority Programme for Economic Recovery (1986-1990) (APPER) adopted in 1985 and the subsequent United Nations General Assembly's Programme of Action for Africa's Economic Recovery and Development (1986-1990) (UN-PAAERD), attempted to attain somewhat downward-revised targets of the LPA. But these programmes had to be revised once again in a United Nations New Agenda for the Development of Africa in the 1990s (UN-NADAF), in the light of the many difficulties and the continuing and deepening economic crisis in Africa. 


ECA has, for a long time, been advocating the absolute necessity for the African countries to establish a self-sustaining process of economic development and, as a pre-requisite, to enhance the voluntary participation of popular organizations and associations, including the professional organizations of the informal sector. This vision has been developed and underlined in several declarations and plans of action such as:



The Khartoum Declaration on the Human Dimension of Africa's Economic Recovery and Development, 1988;



The African Alternative Framework to Structural Adjustment Programmes for Socio-economic Recovery and Transformation, 1989;



The African Charter for Popular Participation in Development and Transform​ation, 1990.


In order to attain the objectives and goals enshrined in the above declarations and strategies and, at the request of the African governments to assist in the promotion of development, ECA has: 



Undertaken a series of research work on the informal sector and Popular Participation as a base for further action. 



Concentrated its actions in this regard on assisting African member states in their efforts to dynamise the informal sector through an optimal use of human, physical and financial resources and an efficient management. Already, within its Human Resources and Social Development Division, ECA jointly conducted with the African Association for Public Administration and Management (AAPAM) a round table conference on the theme "Mobilizing the Informal Sector and NGOs for Recovery and Development - Policy and Management Issues" in 1991.
 



Embarked upon two pilot projects as practical demonstrations of the human-centred approaches to development. One of the pilot projects tries to promote popular participation in environmental protection in Uganda, Namibia and other African countries; whilst the other focuses on the "Promotion of the Informal Sector for Development in Africa", and has been implemented in its first phase in Côte d'Ivoire and Ghana.


There is an ongoing controversy in Africa as to whether to pursuit an "informal sector development" strategy.
 The first viewpoint feels the concept of "informal sector" as untenable, and however defined, it can only play subsidiary and dependent roles in the development process. The development of the informal economy can only come about through a "trickle-down-effect" of the development of the formal economy. Therefore, no separate development strategy for the informal sector is required. All the eventual impediments to the development of the informal economy (such as, for example, factor immobility between the sectors, legal restrictions to informal operations, etc.), can simply be rectified by using suitable policy instruments that integrate it into the formal economy. 


The second viewpoint perceive the informal sector as one with great potentials for independent development even to the extent of making it the nexus of industrializ​ation. What is needed is to identify and rank the informal sector activities for development on the basis of a set criteria to be followed by a determination of appropriate policy intervention. Governments and NGOs would be expected to participate in carrying out these research activities and the implementation of priority projects.


A third viewpoint brings the informal sector focus on urban squalor and mass poverty and the goal of policy then becomes that of improving the welfare and working conditions of the urban poor and increasing factor productivity and incomes in the informal sector.


As the end of the economic and financial crisis in Africa is not yet in sight and is not likely to be achieved for some years to come, the second viewpoint seems to be a fertile ground for further development of the informal sector. The inability of public authorities to increase investment in the formal sector's industries, the weakness of indigenous private sector to take over from the public sector and the unwillingness of foreign firms to invest substantially in Africa, make it the more certain, the good perspectives for the development of the informal sector, especially if the industrial development policies and strategies of African countries are made responsive. Paradoxically enough, experience has shown that the informal sector has performed much better during the economic crisis: it has become more dynamic than the modern sector in many aspects. Therefore, it has to be reckoned with in any future develop​ment policies since its development potential is high in contributing to qualitative structural changes and promotion of entrepreneurial capabilities.

1.2.
ECA's Project for the Promotion of the Informal Sector in Four Pilot Countries

In line with its above mentioned endeavours geared towards creating an enabling environment for the informal sector as a pre-requisite for its enhanced contribution to overall socio-economic development in Africa, ECA decided to embark on specific action-oriented programmes and started looking for funding agencies in the late '80s. Eventually, the Government of the Federal Republic of Germany agreed to assist ECA to implement a pilot project for the promotion of the informal sector in two African countries by providing the necessary funds and a Chief Technical Advisor (CTA). In early 1992, ECA's Socio-Economic Research and Planning Division (SERPD) took the principal conceptual planning steps which included:



Selection of Côte d'Ivoire and Ghana as pilot countries,



Definition of the informal sector for the purpose of the project in a way to exclude trade and rural activities,



Study tour to the ILO/UNDP Center Project in Kenya which was expected to serve as a model,



Elaboration of the methodological approach, and



Formulation of a plan of operations.


In an Exploratory Mission to each of the pilot countries in mid-1992 the project approach was both presented to and discussed with government officials and representatives of the informal sector, of governmental, non-governmental and private sector support organizations, and subsequently adapted to both countries' realities. After the completion of the necessary preparatory work, the ECA implemented the first phase of the pilot project from January 1992 to January 1994 and worked in Côte d'Ivoire from October 1992 to September 1993 and in Ghana from January to November 1993. Again financed by German funds, ECA was able to embark on the second phase of the programme in 1995 and to plan its implementation in Ethiopia and Zambia (1996-98). 


ECA's main objective is to develop and test a methodological approach in the pilot countries and, at the end of the two phases, to share the experiences gained with African governments, NGOs, donors and private sector organizations. 

1.3.
Purpose and Target Audience of the Study


The main purpose of this study is to assess the strengths and weaknesses of the participatory and process-oriented approach applied by the ECA in Côte d'Ivoire and Ghana in order to use the practical experience gained to improve the approach and make it an effective tool in the promotion and development of the informal sector in other African countries. The findings of the study are envisaged to be presented to an international audience composed of representatives of African governments, NGOs, donor agencies, concerned UN agencies and private sector organizations involved in the promotion and development of the informal sector in Africa. The study will be an input also to the conference(s) to be held by ECA after the completion of the second phase with the aforementioned organizations.

2.

The Informal Sector: Its Actual and Potential Role in Socio-economic Development in Africa

2.1.
Definition and Origin of Informal Sector


The concept of informal sector was subject to a variety of definitions, depend​ing on the concern of national policy-makers and interna​tional development actors. Public administrations, emphasizing on the legal status, particularly regarding registra​tion and taxation, generally consider informal an activity or enterprise which does not comply with established business regulations. The researchers and develop​ment actors looking at social consider​ations, especially employment and family welfare, classify activities of the informal sector under the category of non-farm rural and urban micro and small-scale enterprises engaged in trading, manufac​turing, services and financial intermediation. 


While the concepts and definitions differ, the following characteristics of the informal sector are commonly described: (i) The working capital is individual or household owned and the activity involves a small range of workers; (ii) knowled​ge and skills are acquired through apprenticeship; (iii) activities or workshops are home-based or in insecure non-permanent locations; (iv) a large number of operators do not comply with established business regulations; (v) in the pro​duction sub-sector, working conditions are generally poor, with little basic infrastructural support and minimum use of modern technologies; (vi) operators have low formal education background, pay minimum wages to workers and provide apprenticeship on a non-remunerative basis; (vii) in the trading sub​sector women form the largest group of operators; (viii) in the financial sub-sector, clients are made of poor households and micro-enterprises within the sector and credit, if not based on mutual confidence, is linked to land and goods.
 


The cited characteristics can easily be grouped into two categories: (i) One cat​egory comprises all such characteristics which hold true, more or less, for all micro and small enterprises - whether called formal or informal - and can be defined as describing the craft mode of production as opposed to the industrial mode of production. (ii) The other category holds characteristics which describe a high degree of distance of enterprises from the state and its agencies. In this sense - not being affected by the actions of authorities - informality exists in all trades, not only in micro and small manufactur​ing, servicing and trading busi​nesses. Only where the categories meet do we find the mix which is usually referred to as informal sector (micro and small businesses acting far from the state). It will be shown later that most of the obstacles which are faced by the so-called informal businesses affect all micro and small enterprises equally. This confirms that the term informal sector is vague and useless for serious analyses.


The distinction between the categories allows a better understanding of the reasons which contributed to the existence of the term informal sector.


Economic activities similar to those referred to as informal nowadays, exist in most developing countries since immemorial times. Most of them look different now because they have adopted technical innovations and adapted to changed needs and consumption pat​terns, partly brought about by more intense sharing in interna​tional communication. These indigenous craftspersons and traders have, how​ever, never stopped to process, manufacture and supply services on a small scale mainly for indigenous clients, thereby creating employment and income. Such micro and small businesses together with peasant agriculture constitute people's econo​my. 


Since colonial times administrations and governments tried hard to develop the territories/countries in the South by importing not only Northern technology and infrastructure to most of them but also many of the laws, ordinances, regulations and procedures deemed necessary in the North for the smooth running of the economy and the protection of the public which includes producers, employers, employees, clients, the residents and the state. This affected the people's economy in three ways:



Firstly, large foreign dominated enterprises, technically and financially superior to the people's economy businesses and almost never linked to them, came into being and competed with them for local clients.



Secondly, governments took sides in favour of the large enterprises and offered them a system of privileges and incentives, thus distorting markets and disturbing market mechanisms.



Thirdly, people's economy saw itself confronted with a legal system which was not at all suited to their needs, features and capacities but all the same imposed on them.


The people's economy kept on doing business as usual, disregarded and avoided the new regulations, considered as complicated, difficult and costly to comply with, as far as possible and tried to stay invisible for the state. Subsequently, it was marginalized by the authorities, discriminated against, criminalized, harassed and penalized, and henceforth called informal. So the informal sector has not been born a step-brother to the modern enterprise sector but existed long before as people's economy. When the modern enterprise sector, whose place of birth is somewhere in the North, was adopted by the administrations/governments in the South, the people's economy - actually the elder brother - was re-named with a pejorative term and banned. 


So, formality is defined by compliance of economic actors with the provisions of a legal system which has been shaped for the needs of highly industrialized societies with highly literate populations and law-abiding administrations exercising their power in predictable ways. Such legal systems do not match the conditions in most countries of the South, irrespective of continents. 


As no enterprise conforms to all legal requirements there is none which is completely formal. Since authorities have reacted to the discussions on the informal sector at least by subduing its members to some formalities, such as registration and tax payment, there is hardly any enterprise which is 100 per cent informal. This is another reason to stop talking of the informal sector and to talk instead of micro and small enterprises (MSE). The informal sector does not exist as such. (In)Formality may be one feature amongst others to describe micro and small enterprises. Some are just more (in)formal than others. All of them find their development hindered by many obstacles.

2.2.
Obstacles Impeding the Development of Micro and Small Enterprises 

The growth and development of the MSE/informal sector has been retarded by a variety of prob​lems and obstacles. They can be categorized into internally and externally caused prob​lems, though they are in most cases interrelated.


Internal or structural problems are those rooted in the entrepreneur, his employees and his social bonds: 



She/he may lack technical and managerial expert​ise, therefore waste energy and materials and pollute the working site. 



She/he may not see the necessity of keeping books and of properly dividing the labour well amongst the staff. 



She/he may mix household and business monies and endanger the business viability by expending too much cash to relatives and friends in order to satisfy her/his social obligations. 


External to the MSE are among others: 



Legislation and the way it is applied by central, regional and local authorities.



Attitudes towards MSE/IS and procedures followed by the formal sector of the economy, esp. by banks, wholesalers and services (telecommunication, electricity, water, sewer​age, transport, training, etc.).


This is part of the enabling environment which in many African countries is not enabling at all. On the contrary often it prevents micro and small businesses to grow and to develop.


Most of the internal problems are related to the external ones: The MSE/ISO lack expertise because they have no access to training facilities suited to their needs. They expend a lot of money urgently needed in their businesses for social obligations because they have no access to modern forms of social and legal security.


As mentioned before, there is not much difference between formal and informal MSE as far as problems and obstacles are concerned. All are affected by the rules and regulations imposed on them by the legal system. For example:



Since most MSE do not keep books they are subdued to either unjust or arbitrary tax payments. It may be unjust when a flat rate applies to all MSE in all trades, and it may be arbitrary if the tax collectors estimate the income by looking at the businesses' equipment and stocks. MSE have the choice of either paying unjustified high taxes or to pay accountancy costs so that they can correctly declare their income. Both poses high financial burdens to very small businesses.



MSE never benefit from subsidies and privileges such as tax allowances, special depreciation rates, duty free import of equipment and raw materials or at reduced rates, preferential access to import licenses and foreign exchange, provided by in​vest​ment codes which can be found all over Africa. Firstly, MSE do not qualify because the advantages are linked to a minimum size of investment which the MSE never meet; and secondly MSE do not have the means to comply with all the administrative conditions needed to benefit from the subsidies and privileges, such as complicated, cumbersome and costly application procedures incl. of filling in lengthy forms, preparation of feasibility studies, opening up bank accounts, introducing book-keeping and auditing, annual reporting. 



MSE have next to no chances to obtain loans from commercial banks or any other formal financial institution. The reasons given by them usually are twofold: (i) MSE do not repay loans and cannot give collateral either. (ii) The disproportion between the (small) amount needed as a loan by the MSE and the (high) transaction costs of the bank (costs of processing the application, of loan disbursement, collection of repayment and follow-up of debtor).



Generally MSE are not commissioned by governmental authorities, not even in such countries whose tender regulations have provisions for the inclusion of MSE in public supplies or works. Three factors prevent MSE to offer: (i) tender documents with their technical language are usually not understood and the requirements for the submission of offers found too difficult to comply with. (ii) The batches and jobs tendered are too large for the technical and financial capacities of MSE. (iii) The commissioning authorities do not only refuse to pay an advance when forwarding the bidding contract, but usually delay the payment after completion of the work for months and sometimes for years.



The scarcity of commercial plots in city centres and the ensuing high prices and rents make it difficult for all MSE to have solid and permanent workshops. They thus have the choice to settle permanently at the periphery of cities, far from the clients, or to squatter on public or privately owned land in the city centres with the threat of being evicted any time.



MSE buy small quantities from their suppliers only because of financial constraints and lack of storage facilities. So they do not benefit from rebates given to bulk buyers and they rank second to them, i.e. are not considered, if there are short supplies. 



Vocational training centres do only very rarely offer courses targeted to MSE and most of their syllabuses do not satisfy the needs of MSE.



Even statal (e.g.: the ubiquitous Small Industry Development Organizations - SIDO), para-statal (e.g.: Chambers of Commerce and Industry - CCI) and private sector organizations (e.g.: Private Industries Associations) usually cater only for the medium and large range of enterprises and do not offer the kind of services needed by SME.



MSE suffer particularly from the contradictions and arbitrariness of legislation. Sometimes municipal regulations are contradictory to national legislation, and at times regulations which have been paramount for an investment decision are withdrawn or changed in a way detrimental to the MSE with too short a notice, even without notice or with retroactive effect. Since most MSE are not organized they do not defend their interests and comply unwillingly with the new regulations.



Whether more formal or more informal, MSE are rarely in a position to sue business partners who do not comply to orally negotiated agreements. Since this is known to anybody agreements are often broken with MSE.


Formality might reduce harassment, but it does not open up access to just tax payment, subsidies and privileges, commercial bank loans, public contracts, affordable land close to clients, regular and reasonably priced supplies, vocational and commercial training and other services, such as counselling, information on markets, tailor-made for their needs, and legal security. Compliance with formality rules encompasses costs, in the beginning the costs of becoming formal
 (time spent and fees for registration, licensing, purchase or lease of land, permits to construct workshops etc.) and later the costs of maintaining formality (renewal of licenses, bookkeeping, complying to regulations and proving it to factory inspectors etc.)


So it is absolutely rational if persons who want to start a micro or small business stay informal, even if they never calculate the costs and benefits properly. They cannot afford the costs of getting formal at a time when they need all their few savings and family contributions to buy equipment and raw materials. It is less costly to start a business informally, but it involves costs to stay informal. These are the costs of illegality, or more exactly: the costs to avoid the disadvantages of illegality, such as bribes, hiding the business and not advertising for it and so attracting less customers, and the costs caused of being harassed, evicted from work places with tools and goods being destroyed or confiscated.

Such costs are usually paid from the revenue derived from the business and thus do not prevent it from being started. But they reduce its income. It is an open ended question whether the costs of being informal or the costs of becoming and staying formal are higher. All the same, MSE pay high costs just to avail of their right to render services to the society by producing goods and services and creating employment and income. 

Henceforth, their ability to pay adequate wages to the employees and to finance investments, either to replace worn equipment or to augment it, is dramatically reduced. Most MSE cannot, therefore, increase their productivity and production. They are forced to stagnate at the low level at which they started. Obviously, this stagnation encompasses the low growth of African economies and heavy losses in the overall welfare of African societies.

2.3.
The MSE/Informal Sector's Current Role in African Development

Activities in the MSE/informal sector, for long viewed as illegal and combated in most cases, have experienced a dramatic expansion in recent years, as a consequence of the failure of economic and social development policies to match employment generation in the formal sector with rapid population growth; and the little success in implementing rural development programmes and, as a result, an influx in urban areas of rural residents in search of remunerative employment. While the real extent of the MSE/informal sector in African countries is yet to be determined, data available show that about three quarters of the total non-farm workforce is engaged in MSE/informal activities and the share of the sector in total Gross Domestic Product (GDP) is estimated to 20 per cent and at 35 per cent of non-agricultural GDP, on average. A striking feature of the expansion of the MSE/informal sector is its current trend in the employment of not only unskilled manpower, but also secondary school and even university graduates.


In terms of labour force recent studies have shown that the absorptive capacity of the MSE/informal sector far exceeds that of the modern sector. According to an ILO study, in Sub-Saharan Africa between 1980 and 1985 employment in the MSE/informal sector grew at an annual rate of 6.7 per cent. It was also noticed that during the same period, the MSE/informal sector absorbed 75 per cent of new entrants to the labour market, compared to 6 per cent by the modern sector.
 Finally, but not the least, MSE/informal sector activities are the main, if not the only, source of income of the majority of urban dwellers, and landless rural people.


Despite all the difficulties, the MSE/informal sector has not disappeared; it has continued to grow in most African countries and has overtaken the formal manufacturing sector, so that now its contribution to the GDP is second after agriculture. Recent developments have resulted in the further growth of the sector. The recession of the 1980s has had a tremendous negative impact on African economies; the public sector which is the largest employer of labour in Africa, as well as the private sector, were obliged to cut down labour or reduce wages drastically. The workers affected had no alternative but to resort to the MSE/informal sector.  


In addition to the employment opportunities provided, the MSE/informal sector creates the necessary basic goods and services to be available at low costs to the majority of the low-income earners. Studies indicate that in some countries MSE/informal sector earnings are more substantial than the formal sector and a significant portion of the informal sector incomes accrue to the disadvantaged groups such as women, children and the landless.


Women and children which are - due to cultural and psychological barriers - the most vulnerable groups of society and looked down and deprived of better opportunities in the formal sector, seek employment in the MSE/informal sector.  Moreover, women tend to join the MSE/informal sector and concentrate in low income earning petty trading and food processing which they can start with little or no capital or business skills and which they can easily combine with their family and household obligations. Women make up about 60 per cent of the MSE/informal sector workforce.


In many African countries MSE/informal sector enterprises play a considerable role by contributing to government revenue in terms of tax. For instance, ILO has estimated that more than 40 per cent of the MSE/informal sectors studied in 10 Sub-Saharan African countries pay fiscal taxes or registration fees in addition to being subjected to indirect taxes.


Finally, the MSE/informal sector contributes to the transfer and acquisition of skills through apprenticeship and training. In this respect, most MSE/informal entrepreneurs acquire training and skills without attending formal education. Accordingly, studies revealed that 75 per cent of MSE/ISO have not acquired formal education. 80 per cent of the entrepreneurs had received training through apprenticeship only, and 10 per cent attended modern sector vocational training schools.


The significance of the MSE/informal sector lies in the fact that operators utilize local resources and technologies to provide the necessary goods and services at affordable prices to the communities in which they operate. Resources are utilized according to the factor costs, i.e. labour substitutes for machinery. They are also flexible enough to adapt to changing conditions in the market and ensure their survival as partners in the market environment. The MSE/informal sector actors are close to customers at the grass-roots level which puts them in a better position to respond to the immediate needs of poor people. Because of the low level of resources required to set up and run the businesses and the ease of entry into the market, the MSE/informal sector accommodates quite significant number of jobless members of the community as indicated above, and can reach grass-roots customers easily and without difficulty.


In general the importance of informal sector firms is reflected in their ability to:



Create new jobs at a relatively low investment,



Mobilize local (indigenous) human, financial and material resources,



Offer an excellent breeding ground for entrepreneurial and managerial talents,



Develop a pool of skilled and semi-skilled workers,



Adapt flexibly to market fluctuations,



Lend themselves to development policies favouring decentralization and rural development, and help alleviate the negative consequences of structural adjustment programmes,



Provide the framework for the eradication of poverty and promotion of gender equity. In fact, MSE/ISO and their workers are for the most part, in the category of the poorest segment of the population who strive for their survival. 


The important role the MSE/informal sector plays in most African countries and its strengths are balanced, however, by a few weaknesses which result again from the combined effects of internally and externally caused obstacles (compare 2.2).


In the African business setting, the length of apprenticeship required to acquire sufficient know-how and funds to start up own businesses may take from three to seven years. The low level of education of most apprentices is considered to hamper the efficiency and effectiveness of training and practice programmed by some educated and/or experienced master entrepreneurs. Studies conducted on apprenticeship programmes under MSE/informal sector employment have indicated that the operators can easily join the sector with little or no formal training which, apparently, reduces the infusion of new ideas, dynamism and innovative capacity of the apprentices and makes them duplicate the know-how and skill already available in the business activities.


Subsequently, MSE/ISO imitate the products and services of their masters and collegues and foster competition between all of them. Moreover, product quality and productivity are very low, so that their output is barely enough to meet the need of their families, let alone the need to pay adequate wages to labour and to put aside some capital for further investment.


Owners and employees do not only suffer from low and unregular payment (or none at all as in the case of apprentices) but also from lack of any social security, provisions to reduce health hazards and work accidents, first aid kits at work places, and application of labour laws. The general public is affected by the lack of awareness of the need to conform to legislated standards for hygiene at work sites and environmental protection.

2.4.
The MSE/Informal Sector's Potential for Development in Africa


Given the context and the characteristics of MSE/informal sector discussed earlier, it goes without saying that the development of a more dynamic and better supported MSE/informal sector and its progressive integration into modern economy, will offer a great potential for the social and economic transformation of Africa. 


The improvement of the MSE/informal sector will be a major step for the building of domestic capacities necessary for increased production. Until recently, it was generally believed that the "trickle-down" effect of the formal sector will result in the absorption of the MSE/informal sector into modern economy. For that reason, little attention was paid to the large and increasing number of people engaged in the MSE/informal sector. However, experience shows that to achieve a sustainable development, Africa needs to tap more in its human and natural resources. In this regard, MSE/ISO are the true indigenous entrepreneurs who rely mostly on domestic resources. Unfortunately, their productive growth has been stunted by excessive and inappropriate interventions on the part of public authorities. 


There is no longer any reason to believe that the MSE/informal sector is a transient phenomenon that will fade away in the foreseeable future. On the contrary, it is likely that a large proportion of the African labour force will be engaged in the MSE/informal sector for many years to come. Therefore, the hitherto neglected sector has become an object of attention of governments, and international institutions. There is an increased belief that well-targeted programmes of support to the MSE/informal sector can be far more cost-effective in terms of employment, poverty eradication and increased output.


The potential contribution of the MSE/informal sector to economic development is all the more important for African countries the more the inability of the modern sector to provide adequate incomes or employment opportunities to a rapidly growing labour force has resulted in an increased flow of migration from rural to urban areas, depriving the agricultural sector of its labour force, and subsequently exacerbating the food crisis. 


The debt burden of African countries has significantly reduced their capacity to support the development of the modern sector through large-scale programmes of investment. As a result, the continent has witnessed a drastic decline in its rate of economic growth. Therefore the development of the MSE/informal sector appears to be a sustainable strategy for economic recovery in Africa, especially in the present international environment where the tendency is towards the reduction of aid for development. Finally, it is worth noticing that in the area of intra-Africa trade the MSE/informal sector is predominant and need to be supported specially in the area of food trade. 


A key consideration towards the realization of production and employment potentials of MSE/ISO relates to the nature and structure of activity linkages between formal (medium and large) and informal (MSE) sector enterprises. These linkages are very important as mechanisms for transmitting resources in terms of capital, markets, technology/machinery, know-how, skills from one sector to another. At present, it is estimated that about 80 per cent of factor inputs utilized by the MSE/informal sector are purchased in the modern sector most of which is equipment and raw materials. This is seen as backward linkages. Forward linkages occur in the case of the use of MSE/informal sector products as inputs by the formal sector. The reality of interrelationship between the modern/formal and MSE/informal sectors in Africa shows that there is more ingenuity needed in the search of opportunities for forward linkages.


The argument in favour of the MSE/informal sector lies also in the division of labour through specialization. The experience has shown that scale economies are not necessarily realized in Africa through large-scale undertakings, but rather through specialization. The reasons to divide production into different large and small enterprises in order to achieve cost effectiveness are that (a) it is generally advantageous for a firm, both for market and technical reasons, to separate a sub-product if the optimal size of production of the sub-product is much larger than the firm's own demand for it; (b) it may be easier for financial reasons to expand production if the less profitable parts of a production are subcontracted to other enterprises; and, (c) it will often be advantageous for a larger capital-intensive firm to hand over cyclical, seasonal or other peaks in the production to other firms in order to utilize its own production capacity more smoothly and spread the risk of over-expansion from itself to other firms. In the long-run, the above policies may result in a gradual and increased integration of small-scale enterprises into the modern production process.


In view of the experiences made in several African countries with industrialization strategies in the '70s and early '80s, a growing number of scholars, donors and government officials feels that the MSE/informal sector might be the source and agent of an indigenous industrialization from below. The former strategies had emphasized on the creation of large modern manufacturing units by government corporations (holdings, development banks) in cooperation with foreign private investors. This top-down investment resulted in ventures which were poorly integrated in the economy and therefore imported most of their expertise, know-how, equipment and inputs from abroad. Most of the value added left the host countries in the form of salaries of management, costs of supplies, fees, dividends, loan repayment, interest and profits. This form of industrialization augmented the foreign debt burden and left hardly a sustainable effect on indigenous MSE/ISO. Many of these ventures have been closed down in line with the structural adjustment programmes or privatized and streamlined.


This has created space for MSE/ISO to fill in and should not be seen as a temporary development. If the MSE/ISO are granted the opportunity to develop undisturbed, some of them will grow into higher size categories as long as the growth is needed and justified by the market. This then can be seen as industrialization from below. The smallness of MSE/ISO allows them also to produce in regions where limited purchasing power and infrastructure prohibit medium and large enterprises to exist. Thus MSE/ISO contribute to decentralized development and regionally balanced growth.


In order to tap the potential of the MSE/informal sector for development in Africa urgent action has to be taken to liberate the sector from its chains and to remove the stumbling blocks in its way, i.e., to level the ground so that all economic actors find the same conditions for their play. In the context of the MSE/informal sector, levelling the ground means: 



Removing the legal and regulatory conditions which inhibit the development of micro and small enterprises, 



Adapting the set of rules, regulations and procedures applied by government agencies and private sector organizations (e.g., banks and wholesalers) to the capacities, features and needs of MSE, and



Opening up access for MSE to essential services.


An important condition for such improvement of the enabling environment of the MSE/informal sector is the willingness and ability of government agencies and private sector organizations to recognize MSE/ISO as equal partners, to find out their needs and to change own attitudes.

3.

ECA's Methodological Approach to the Promotion of the MSE/Informal Sector
3.1.
Approaches with No or Very Limited Impact

Due to ILO's studies in the early '70s, the MSE/informal sector, its problems, potential and its traits are well known to the development cooperation public since more than 25 years. Nevertheless, assistance to the sector has been poor and with very limited impact in the past. Why is this so?


Many donor organizations are as helpless vis-à-vis the MSE/informal sector as most governments in the South. They therefore opted for more studies in order to understand the sector well and to derive ideas from them for promotion programmes. Scholars - usually not or very little familiar with either businesses or developing countries - were all too glad to combine the research for a cooperation agency with their academic career. The results are poor in most cases: data collected with questionable quantitative methods and therefore unreliable are compiled and interpreted according to the researcher's biases and prejudices and followed by recommendations which lack any comprehension of the real causes of the problems and therefore are of a very general nature. They all stop by saying that something has to be done in such and such area, but they never clearly state by whom what precise steps should be taken in what way. 


So, usually, the studies are not followed by pertinent action, and the findings are quoted and repeated in all meetings held on behalf of the sector. In that way they are eventually imposed on the government agencies and NGOs in the South, which in order to prove their commitment must adopt the paradigms, assumptions and terms of the North. 


Moreover, the seminars and workshops that mostly follow the studies do not go beyond appeals to governments to create favourable conditions and to provide resources and services such as bank credits to the MSE/ISO. Government representatives publicly recognize the importance of the MSE/informal sector and declare their governments' willingness to assist the sector. Donors announce policy dialogues about the necessity to urgently act on the improvement of the sector's situation, and sometimes the next instalments are bound to the implementation of specific commitments.


Policy dialogues and conditionality have not succeeded either to change the situation of the MSE/ISO and the practice of state action. Donors gave credit lines to Development Banks and para-statal organizations to be either directly extended to MSE/ISO or to be onlent to commercial banks for the same purpose. Often, these credit lines had very low interest rates because donors thought the ultimate beneficiary/borrower can afford subsidized interest rates only. Both the cheapness of the fund and the neglect of any consideration about particular procedures ended up in extending the credit to those companies which knew how to handle the conventional application procedures: the upper range of small scale and the medium scale enterprises. 


Similarly disastrous results had all such MSE/informal sector projects which addressed individual enterprises, in many cases with foreign personnel. Because of language barriers and attitudinal reasons did they select a few of the most modern, dynamic and promising small enterprises and nurtured and pampered them in a way that they actually grew. In the end, with a very bad cost-benefit-ratio a few enterprises had benefited and the majority of them had still to struggle with the same problems as before.


The reasons for the failure of most of the cited endeavours must be sought:



Firstly in the lack of communication with the MSE/ISO to find out the real situation;



Secondly in the lack of joint analysis of the situation;



Thirdly in the lack of understanding that a process is needed involving all major actors (those who need changes most urgently: the MSE/ISO, and those who are required to change attitudes, rules, procedures and ways of action: governmental and private sector organizations and the MSE/ISO as well);



Fourthly in the inexistence of somebody to initiate such processes.


Thus, assistance provided could not reflect the genuine needs of the target beneficiaries and has been done on a fragmented and piece-meal basis which eventually could not be used for the benefits of those targeted for assistance.

3.2.
ECA's Participatory, Facilitative and Process-oriented Approach

As stated elsewhere, African Governments usually recognize the importance of the MSE/informal sector and often declare their willingness to assist the sector. Govern​ment officials have realized that a bustling MSE/informal sector benefits both the population and the govern​ment. The population takes advantage from the employment created and from the goods and services produced. Governments are under less pressure if there is less unemployment and if more businesses are able to pay taxes. Similarly, para-statal as well as private organizations at the inter​mediary level have or pretend to have a positive attitude towards MSE/ISO. But, unfortunately, neither the governments nor the public support organisations act to improve the situation of the MSE/ISO. 


Why do they fail? The modern, formal sector and the MSE/IS follow different logics. They have different ways of functioning and do not speak the same language. So, they do not talk much to each other. Hence they do not know each other and are, to a certain extent, afraid of each other.


If the regulatory environment is not adapted to the needs of MSE/IS enter​prises and if all the other obstacles constraining their development are not overcome, although government, para-statal and private organisations are sym​pathetic with them, there is no point in waiting any longer and expecting major changes to be effected by those organisations.


MSE/ISO must, instead, take the initiative and bridge the gap which prevents even the most benevolent organisations recognizing the characteristics of MSE/IS activities and their needs and exigencies as well. Therefore, MSE/IS entrepre​neurs should: 



Join hands amongst themselves to raise the representativeness of their views and suggestions and to increase their importance,



Analyze the genuine causes of their problems and prioritize these causes, i.e. rank them in a way that the position on the list indicates their willingness to devote time for the elimination of these underlying causes,



Study how the same or similar problems have been overcome elsewhere and select solutions which seem to fit their situation,



Find out and list down those persons and organisations which seem to be suited for the discussion and eventual application of such solutions,



Elaborate action plans for the tackling of priority problems,



Implement the action plans,



Meet again and again to evaluate the actions and to discuss corrections.


The MSE/IS representatives have to be well informed, determined and straightfor​ward in order to be taken seriously by their counterparts in Government and private sector. Only then can they expect them to get involved in their problems, to be concerned by their working condi​tions, to be motivated to reflect seriously about reforms and to act accordingly.


The ECA project's objectives are therefore to bring the modern, formal sector and the MSE/informal sector together (even if on a small scale), so that they know and understand each other better than before, that they cooperate in the solution of the MSE/IS's internal problems and in the improve​ment of the enabling environ​ment to the benefit of both.


The project intends to assist both partners in better communicating with each other: Series of meetings with groups of MSE/IS operators will help them to understand the language spoken by government and modern businesses, to clearly define and voice their grievances and concerns and to propose realistic solutions for their problems.


The project is going to prepare people for dialogue so that they start discussing on the adapta​tion of the enabling environ​ment towards the needs of MSE/ISO and eventually take actions accordingly. (Immediate objective).


ECA's overall objective is to share the experiences gained in four African countries with other African countries so that they can contrib​ute more to socio-economic devel​opment through the expan​sion of the MSE/informal sector's economic role.


ECA's approach obliges the project to 



Approach MSE/IS groups and organizations (trade associations)




with the invitation to identify their problems, 




in order to prioritize the pro​blems, 




analyze their causes, 




look for solutions, 




plan actions and implementa​tion strat​egies and




implement the plans and strategies;



Assist the groups to analyze the causes of the problems and to devise actions to overcome them by moderating and structuring their discus​sions, and by making experts available;



Assist the groups to solve their problems 




by linking them with other existing groups, specialized organizations and ongoing projects for help; 




by supporting them from the pro​ject's micro project fund. 


The project approach can thus be characterized as purely partici​pa​tory and guided by subsidiarity, i.e.:



ECA and the National Project Coordinator act as facilitators only. They create a forum for representatives of micro and small-scale enterprises for them to decide on problem priorities, solutions, action plans and activities.



The National Project Coordinator never imposes his own ideas on the IS representatives and never acts for and on behalf of them. He employs a strictly participatory approach.



The project's contributions to the solution of problems are limited to the provision of information and to the refund of communication and travel expenses. Even this will only be done if the partners' own efforts have failed or their capacities are exhausted (subsidiarity principle).


To enable such activities to take place ECA decided to provide the plat​form for repre​sen​tatives of micro enterprise groups and associations in Côte d'Ivoire and Ghana during a time period of eleven months so that they exchange their experi​ences, define their problems, brainstorm on solutions, figure out measures to be taken and reflect on the effects of actions done.


ECA was equally prepared to facilitate actions aimed at the solution of specific prob​lems and thus at the improvement of the micro enterprises' working conditions. Such actions necessarily had to involve administrative staff and decision makers of both private (e.g. Commercial Banks) and public organisations, thereby exposing them to detailed information on the IS and its working conditions, creating awareness for its needs and willingness to embark on reforms relating to regulations and pro​cedures.


It was hoped that the process induced by the ECA project would have several effects:



MSE/ISO have contributed to the adaptation of the enabling environment towards their needs and have better access to services offered by private sector and public organisations;



the organisations of MSE/IS businesses have shown to their members that by taking part in the project they have effected benefits for them; they become more attractive to would-be members and are thus strengthened;



by participating in very frank discussions and very egalitarian decision making  within the project process the representatives are encouraged to revive the internal structures of their organisations and to alter undemocratic procedures;



the MSE/IS organisations have recognized that they are more effective if they join hands and cooperate for the attainment of their objectives; 



a structure has been created to carry on the process induced and supported by the ECA project during eleven months, and another donor pledges its support for subsidizing the facilitation costs;



project proposals arise from the process and are submitted to donors.


In the elaboration of the approach, the UNDP/ILO Center Project in Kenya served as a model since it:



Used a participatory approach, 



Attempted to define the most pressing problems of Kenya's MSE/ISO,



Formulated an action programme to overcome these problems,



Stresses the involvement of those nationals who are working in and for the MSE/IS, and who are familiar with its problems and are well informed about the national policy set-up and enabling environment.


The Project was started by ILO in November 1987 on request of the Kenyan Government, and it was assisted by UNDP and GTZ. Its purpose was to develop a comprehensive national strategy for small enterprise growth in Kenya. Rather than depending on the extensive use of international consultants a highly participative planning process was to be used in the preparation and implementation of a programme of action. The idea was to enable an extensive exploration and exchange of views of Kenyan professionals coming from a wide range of key national governmental and non-governmental institutions.


The objective of the Center Project was to formulate a strategy which focuses primarily on enhancing the role of Government by adopting a less costly facilitative approach and, secondly, by encouraging the private small enterprise sector to be more self-reliant and actively involved with its own promotion:



25 persons were selected to take part in a programming workshop to identify the problems, to build consensus on a skeleton of what had to be done; the workshop identified as main action areas: 

  

 The enabling environment,

  

 Investment and finance,

  

 Non-financial promotional programmes, especially skills development;



Establishment of a core committee of 12 persons, chaired by a representative of the Ministry of Industry, and split up in three sub-groups according to the main action areas, to work on the Programme of Action;



ToRs were formulated for local consultants to act as resource persons to each sub-group;



Adoption and publication of the Programme of Action by the Kenyan Government in May 1989.

4.

ECA's Pilot Project in Côte d'Ivoire and Ghana

4.1.

The Actors: Role and Contribution

The main actors in ECA's project components in Côte d'Ivoire and Ghana were representatives of MSE/IS associations, National Project Coordinators, Advisory Boards, Government agencies, National Consultants, ECA, UNDP, GTZ and the CTA.


Representatives of MSE/IS Associations


For the purpose of this project ECA defined the informal sector to include micro and small-scale productive activities in manufacturing, maintenance and repair ser​vices, food preparation and transport, employing less than ten (10) per​sons, and operat​ing often from a semi-permanent location or site in urban areas, usually with small capitalization. Such activities often do not comply with legis​lated stan​dards and duties. This definition excludes agricultural production and rural non-farm businesses. The design also excluded trade. In practice petty trade has been introduced by some associations.


Since in both Côte d'Ivoire and Ghana the exploratory missions found the MSE/informal sector comparatively well organized, the project's main partners (beneficiaries) were associations and groups of micro-enterprises and other organisations which have micro-entrepreneurs among their members (e.g. Ghana's Christian Mothers' Association [CMA]).


In Côte d'Ivoire about 40 representatives of ten organizations took part in the project on a regular basis. Thus six regional chambers of MSE (Chambres régionales de métier: Man, Odienné, Korhogo, Bouaké, Yamoussoukro and San-Pédro) and four associations (all based in Abidjan):



Comité National des Opérateurs du Secteur Informel (CONOSI),



Union des Coopératives de Productions Artisanales de CI (UCOPACI),



Syndicat National des Femmes du Secteur Informel (SYNAFSI),



Syndicat National des Hommes du Secteur Informel (SYNAHSI),

were represented in the project.


In Ghana the core group cooperating with the project was originally made up of 35 persons representing 30 associations and groups. A total of 12 associations/groups are concerned solely with women's activ​ities. These numbers reduced from the 2nd meeting onwards to 25 persons repre​senting 20 trade associations and the number remained stable up to the end of the project. The 20 associations were based in four regions:



Greater Accra Region,



Ashanti Region,



Central Region,



Eastern Region.


The National Project Coordinators  


The task of initiating and facilitating the process on behalf of ECA has been conveyed to national consultants, who had to be acquainted to the use of animation methods in their cultural context. ECA looked for and engaged local consultants with an NGO background as National Project Coordinators. Both have been founders of and now worked as executives in local grassroots oriented NGOs.

   They were expected to act as animators, moderators, facilitators and catalysts whose main task was only to provide the platform for representatives and members of trade associations and other groups of small business people so that they could define and prioritize their problems, conceive and decide upon action plans, and start implementing them. Other tasks were to supply inputs to the representatives so that they knew how the same or a similar prob​lem has been over​come elsewhere. If considered necessary the Coordinators could engage local experts to assist in solving specific problems.


The Advisory Boards 


The Advisory Boards consisted of members representing government authorities, the private sector, NGOs and financial institutions. They were invited because of their familiarity with and experience in the MSE/informal sector. The creation of the boards was to serve several purposes:



To keep government authorities informed about the project activities,



To expose the board members to the situation and problems of MSE,



To receive their guidance, advice and assistance. 


Government Agencies


During the preliminary discussions held about the project in the two countries, the concerned government bodies expressed their interest in the project and their willingness to leave the responsibility of its implementation to ECA. As a result, no limitation nor restriction was imposed on the project by the Governments. The project components were given the opportunity to work freely and independently. Whenever needed, however, the respective governments agencies made important contributions to the project.


National Consultants


These are experts recruited locally in order to produce or revise documents needed by the MSE/IS representatives and undertake studies on relevant issues of the MSE/informal sector in the pilot countries. The national consultants also served as resource persons at meetings and in workshops. 


ECA


ECA is the initiator and executing agency of the project. Essentially, the chief and two senior staff members of ECA's Socio-economic Research and Planning Division (SERPD) have designed the methodological approach and supervised the implementation of the project in the two pilot countries. 


ECA facilitated the start-up and running of the processes in Côte d'Ivoire and Ghana during a period of eleven (11) months each by providing the means to finance



A National Consultant as animator of the process,



The costs of meetings of MSE/IS associations' representatives,



The costs of Advisory Board meetings,



Resource persons and communication costs (for the exchange of the ideas and experiences),



A National Workshop at the end of the project.


The National Project Co-ordinators were not only the principal facilitators of the project but also responsible for its management. The funds they adminis​tered on behalf of ECA were mainly meant for the financ​ing of meet​ings. They catered for the rental of conference halls and meeting places, for secretarial costs, for lodging and boarding of participants and for their transpor​tation costs. 


The delegates of MSE/IS associations and groups did not receive any payments for work done nor any sitting allow​ances. Honoraria were paid only to local experts and resource persons. This was in line with the project's philos​ophy to invite beneficiaries to work for themselves in order to solve their prob​lems. It was also to empha​size the self-reliant nature of the project. The participants all lived up to expecta​tions.


UNDP 


The UNDP offices in Abidjan and Accra have cooperated in the implementation of the project through the disbursement of project funds to the National Project Coordinators in accordance with ECA's instructions. 


German Technical Cooperation (GTZ) 


On behalf of the German Federal Ministry for Economic Cooperation and Development (BMZ) the German Technical Cooperation Agency GTZ provided the funds necessary for the project to ECA. In addition, GTZ assigned a Chief Technical Advisor to ECA.


Chief Technical Advisor (CTA)


The CTA has been assigned by GTZ to assist the ECA in the planning, implementation, supervision and monitoring of the project components in Côte d'Ivoire and Ghana, and to liaise between the components and the ECA Headquarters. He was to counsel the NPC and the Steering Committees and Working Groups as well in all relevant matters. His was the task to safeguard the continuous adoption and adaptation of the methodological approach.

4.2.

Implementation of the Project Approach in Côte d'Ivoire and Ghana

The project implementation process has been more or less the same in the pilot countries Côte d'Ivoire (Oct. 1992 to Sept. 1993) and Ghana (Jan. to Nov. 1993) and has followed similar stages.


Selection and Invitation of Associations and Groups


After the identification of associations/groups as potential partners, per​sonal visits were made to each of them by the National Project Co-ordinator and the CTA, to explain the concept and methodology of the project. Invitations to partici​pate in the project were handed over to the associations/groups. The nomination of persons to represent the associ​ations/groups was left to them to decide. 


In order to have some regional balance and experience, it was decided to invite partners from different parts of the countries. The main criteria for this choice was that most of the national offices were located in these regions; there was much con​centra​tion of urban-based MSE/informal sector trades; and a lot of activ​ities by other institu​tions within the informal sector. In Ghana the associations and groups contacted and invited, accepted the composition of the project's partners, while in Côte d'Ivoire the chambers and associations contacted first suggested to hold a meeting with them in order to discuss the project approach and to decide which other organizations should be invited to be project partners as well.


Sequence of Plenary and Working Group Sessions 


The Steering Committees (le forum) made up of the totality of representatives of the partici​pating associations, groups and co-operatives in each country met in plenary sessions about once every two months. The Steering Committees were responsible for the direc​tion of the project activities; they decided on the problems to tackle and how to do it. They formed Working Groups and assigned specific tasks to them. 


The Working Groups were the main actors in the project components. The core of their membership were from the Steering Committee residing in the particular regions. In order to get more members of the associations/groups involved in the pro​ject activities, the com​position of the Working Groups was expanded to include regional representatives of organizations which, by the project definition, could also have been partners and beneficiaries. 


In Ghana, each Working Group had an average of fifteen members. There was a total of about seventy-five (75) persons in the 5 (five) Working Groups, three times the number of Steering Committee members. Each of the working groups had an average of about sixteen (16) meetings to deliberate on their specific problems. 


Identification of Problems and Reduction of Problem Areas 


The first task of the Steering Committees was to brainstorm and bring out the major problems affecting the MSE/informal sector in their respective country. 


In Côte d'Ivoire the number of problems brainstormed in the first plenary meeting were categorized in five problem areas:



Access to finance, 



Enabling environment, 



Training - information - management,



Production and marketing, 



Lack of organizations. 


Five Working Groups concentrated on these five problem areas for a few months before they were replaced by four technical committees focusing on:



Drafting memoranda and constitutions for organizations to be created,



Identification, assessment and sensitization of MSE/ISO, 



Identification, assessment and sensitization of external par​tners, 



Establishment of a savings and credit system of the MSE/informal sector. 


After an elaborate list of 38 problems was made in Ghana, there was a process of classification of the prob​lems. Eventually, the Steering Committee identified the following eight prob​lem areas as the major and priority ones affecting and retarding the proper growth and development of the MSE/informal sector in Ghana:


(1)
Financial mobilisation and access to credit.


(2)
Health and safety at workplaces.


(3)
Education and training opportunities.


(4)
Networking and collaboration among associations within the sector.


(5)
Management problems.


(6)
Production limitations.


(7)
Marketing avenues.


(8)
Government policy for the sector.


The above categories of problems became the focal point of discussions and analysis in each of the eight Working Groups after the first Steering Committee meeting. The number of groups and categories was reduced to five in the second Steering Committee meeting. The management, production and marketing issues were absorbed by other Working Groups.


In order to have a focus and to enable detailed analysis to be done, the mem​bers of the Steering Committee decided to limit their work to the following precise areas for maximum attention:


(1)
How to get access to existing funds available for micro and small enter​prises (MSEs) in Ghana being managed by the Bank of Ghana and the National Board for Small Scale Industries.


(2)
What welfare facilities can be initiated to better the working conditions of micro and small-scale enterprises.


(3)
Effective re-training schemes for MSEs.


(4)
Re-organisation of the Association of Small Scale Industries (ASSI) to become the central co-ordinating body and mouth piece of MSEs in Ghana.


(5)
Reviewing the present taxation structure as it affects MSE, and advocating a rationalisation in favour of the informal sector.


Objectives of the National Workshop

A National Workshop was held at the end of each project component: in Côte d'Ivoire on 7-8 September, 1993 in Bingerville, in Ghana on 16-17 November, 1993 in Accra. Follow​ing from the objectives of the ECA project, the aims of the National Workshop were:



To share the results of the project with a wider public,



To assess the process initiated by the project, 



To reinforce the dialogue and partnership created during and by the project between leaders of MSE/IS associations on the one hand and donors, Government representatives, aca​demic institutions, non-governmental organisations, private and public sector institutions such as banks and insurance companies on the other hand,



To allow an open discussion on issues which have a bearing on the devel​opment and proper functioning of micro and small enterprises. 

4.3.

Problems and Weaknesses Encountered During Project Implementation

The participatory and process-oriented approach applied in the pilot countries has encountered some problems during its implementation. Although the nature and magnitude of the problems may differ because of the peculiar conditions in the two countries, some similarities can also be observed which would indicate some of the common problem areas that hampered the project implementation.  



Though the project has been targeted by ECA to the informal sector, project documents fail to distinguish clearly between informal sector enterprises and other micro and small-scale enterprises. In the project planning phase it has been decided to cooperate with chambers, associations, cooperative societies and groups of micro and small businesses irrespective of their degree of informality and of their size in terms of employees. The fact that even most of the small urban productive businesses are members of such groupings - in Ghana trade associations collect taxes from their members on behalf of the Internal Revenue Service - endorses the doubts about the analytical clarity of the term informal sector.


After the decision to cooperate with groupings was taken, there was no way to select amongst the members those which complied with ECA's definition of informality. So the project cooperated with organizations which included enterprises from a wide range of sizes (micro, small and medium) and trades (even petty trade was brought in by some associations) and with varying degrees of informality. Practice thus confirmed the aforementioned stand which replaces the term informal sector by micro and small enterprises.



The Working Groups seemed to have problems to leave the level of problem analy​sis and to look for solutions and to formulate action plans. Usually their reports were very good analyses of their problems, but were sometimes followed by compara​tively naiv recom​men​dations which were not logically deduced from the analyses and not addressed to specific persons. 


In the elaboration of action plans MSE/ISO in Côte d'Ivoire were much ahead of their collegues in Ghana. Also there, of course, exist some plans, proposing the organisation of expensive seminars and of publicity activities. It seems, as if in Ghana self-reliance is not particularly popular. In Côte d'Ivoire the MSE/ISO started actions by themselves, whereas in Ghana they seemed to wait for external assist​ance. 


The amount of guidance needed by the Working Groups has been under​esti​mated by the coordinators for too long a while. The participatory approach has to some extent been overstretched:




The Working Groups were left to work on their own for too long without exter​nal expert advice and guidance in pursuit of the philosophy of self-reliance.




The range of problems has not been reduced enough, so that the Work​ing Groups had too much to tackle. 



The weak points just mentioned might have been caused by factors such as: 




Good animators are not necessarily Jacks of all trades in development; they must not know many approaches in different fields;




They have been employed part-time, so they could not follow all the meetings and take decisions in time;




The CTA visited the project only about every two months, so he did not follow the deliberations and activities regularly either;




The Advisory Boards as organs did not give detailed guidance to the animators;




When local experts were engaged eventually to assist the Working Groups some of them were found to be not very imaginative and lacking knowledge of foreign examples for the solution of problems.



The project suffered from a lack of exposure to the general public. By its very nature, both in philosophy and perspective, exposure to the public was to be limited until concrete results were obtained. This created a lack of public awareness of the process. A project which seeks to create aware​ness and build confidence for MSE is something new. Most people did not appreciate nor understand what the process was about. This is especially true for the membership of associations and groups. For them, what they desire are concrete actions of capital injec​tion to help in their productivity.



The project over-estimated the internal functioning of the associations and groups. There seemed to be a problem of the total membership of the organisations getting the results of the Steering Committees and Working Group meetings. This problem might have been reduced if the project had provided funds for the holding of feedback meetings with the membership of associations and groups.



The financial and administrative intermediation of the UNDP Resident Offices between ECA and the National Project Coordinators was at times ham​pered by internal problems. It is due to the personal efforts of the latter that no damage was done to the motivation of the MSE/IS representatives.



In Côte d'Ivoire the administrative officers (Secretaries General) of the chambers of micro-enterprises, who were government employees, were not cooperative during the implementation of the project as they were not sure of the outcome of the project which they considered as a rival instead of a partner in the MSE/informal sector promotion and development process.



Both the duration of project operations in the two countries (11 months each) and the funds available were highly limited. The low financial input into the project created problems. Some members of the Steering Committees dropped out because they could not see any financial com​pensation for lost income and time spent. Some insti​tutions working with the sector were uninterested in the project because of low financial input.



The original project budget did not foresee,




The extension of the project activities to all parts of the country (Côte d'Ivoire) and to nearly half of the country (Ghana),




Such a high number of plenary and working group sessions held in various locations, necessitating high travel and accommodation expenses for the MSE/ISO,




Such a high number of activities undertaken by the Working Groups.


Though ECA has revised the budget to accommodate the project components' needs in a better way, there were still constraints which limited movements and activ​ities of Working Groups and Advisory Board members.

4.4
 Achievements, Outcome and Follow-up


The problems and weaknesses mentioned cannot obscure the achievements, results and the impact the approach effected on several levels.


The Project to Promote the Informal Sector for Development in Africa has followed a participatory and process oriented approach which involved delegates of many MSE associations and informal sector groups. Perhaps the most notable characteristic of the project is that it sought to build the human resource capacity within the leadership of trade associations in the MSE/informal sector. It also had the goal to broaden the outlook and perspective of those within the sector as to the nature and causes of their problems.


General Achievements and results

In determin​ing the achievements of the project, therefore, the qualitative changes which have occurred over the project period would be the strongest points of reference. Not so much as to what has been concretely, visibly done, nor how much funds have been pumped into the sec​tor, but the changes, if any, that have occurred in the persons in the sector in terms of ideas, attitudes, aware​ness and a deeper sense of commit​ment to improve their condi​tions.


Attitude and Awareness Changes



A deep sense of solidarity and collaboration has been created among members of different trade associations who had limited contacts before the project started. This has come about as a result of the realization and understanding that they have common problems to tackle through joint efforts and with a sense of working together, they could at least start to solve them. The suspicion and other negative ten​dencies which used to characterise their relationships has been reduced con​sider​ably. Now a new era of cooperation and collab​oration has devel​oped.



The process has exposed the leaders of the associations to the depth of the problems facing them. Earlier on, they used to take some of these prob​lems for granted. Now, they have realized that they themselves are the causes of some of the problems and have certain responsibilities to undertake before they can expect others to have confi​dence in them and to assist them. 



MSE/ISO have realized that there are equally important problems which hamper their effective work, apart from finance, such as health and safety, networking, education & training and government policies. Thus, most participants have recognized now that by reorganizing themselves and working together they have the capacity to solve most of these problems. 



The project was designed basically to give the members of the SME/informal sector the chance to discuss their own problems, understand the causes of these problems, draw action plans to solve these problems themselves. Public officials were cut off from the deliberations. But the members of the Advis​ory Board, representing different Government authorities, brought the MSE/IS representatives in contact with statal and para-statal agencies. Also in their efforts at collecting data and undertaking the analy​ses, the MSE/IS representatives had a lot of interaction with different govern​ment authorities. 


The ECA project showed, both in theory and practice that it is indeed poss​ible for the members of the MSE/informal sector to dialogue effec​tively with Govern​ment authorities on the basis of mutual respect.


Insights and Ensuing Actions



Because of internal problems, most of the institutions and organizations set up by Government to provide certain services to the MSE/informal sector have failed to provide any meaningful sup​port to the sector. In fact, some of them have become stumbling blocks in the effi​cient and effective running of the sector. The MSE/IS representatives have shown to government officials the deficiencies and ways of how to jointly overcome them. 



The process has clearly pointed out that public institutions have little regard for MSE/ISO in policy formulation (e.g. tax structures, allocation of resources, minimum requirements of lending institutions). Policies and programmes so far developed usually  favour medium level entrepreneurs. Thus the process brought into focus the need to have specific and direct assistance to the micro and small enterprises. 



Based on the experiences of the Steering Committees the need for a strong co-ordinating body which will represent the needs and interest of the MSE/informal sector has been identified. This has to be seen as a way forward to strengthen the bargaining position of members within the sector. 


Efforts undertaken

(1)
MSE/IS associations' representatives


They analyzed the causes of the sector's problems and recommended remedial action. In doing this they showed their determination and willingness to contribute to the success of the process initiated by the project. They devoted their time, energy and resources to tackle the problems that were identified by the committees and working groups in the two countries. They attended meetings regularly and even abandoned their businesses for days, losing income as a sacrifice for the achievement of their objectives. This was the price they were prepared to pay for a cause they considered worthy and in their own interest.


The different MSE/IS representatives developed a team spirit, cohesiveness and unanimity in the process which in some cases ended up as friendship. 


From the second Steering Committee meeting on in Côte d'Ivoire its member opted voluntarily for the preparation and organization of all Plenary and Working Group meetings. The holding of such meetings at varying places increased the rate of participation since local MSE who were no ordinary members of the Steering Committee could take part, get first hand information, learn and understand the project objectives. Moreover, it served as a means to inform and sensitize the local administration and services which were invited to the meetings.


As Working Group members they gained a thorough understanding of the prob​lems of MSE/ISO by doing themselves and on their own



The analysis of the root causes of their problems,



Visits to banks, financial institutions, Govern​ment departments, public utility services to dialogue with them on prob​lems they find in the sector,



Study and elaboration of documents such as constitutions, bye-laws, survey on credit facilities, taxation laws, minutes, meeting reports, prog​ress reports etc.,



Preparation of project proposals which were submitted to donors at the National Workshop. 


(2)
Governments


As already mentioned elsewhere, both Governments did not impose any limitation or restriction on the project and the ensuing process. Government authorities played a considerable role as members of the Advisory Boards. For example, representatives of government institutions like the ministries of finance, industry and commerce, as well as national banks participated in meetings. The government authorities also carried out discussions and dialogues with members of the MSE/informal sector groups and associations with mutual respect, understanding and trust. 


In Côte d'Ivoire the Secretaries General of the Micro-enterprise Chambers tried some obstruction, whereas in Ghana the National Board for Small Scale Industries (NBSSI) which is the institution mandated by the government to deal with the micro and small enterprises, played a very important supportive role in the preparatory and execut​ing  phases of the project. The NBSSI understood the concepts and principles involved in the project and gave full support to the work. NBSSI also put at the disposal of the project, its regional officers to assist in whatever way poss​ible.


(3)
Advisory Board members 


The Advisory Boards in both countries had meetings amongst themselves and joint meetings with the Steering Committees. Members of the Steering Committees had individ​ual contacts with members of the Boards to discuss finance, networking, re-training and taxation issues. These contribu​tions were considered very valuable. More importantly, the involvement of the members of the Advisory Boards dispelled a lot of anxieties and misconcep​tions which existed among the MSE/ISO. At least there was clear evidence of not only interest among the Board members, but a commitment to see positive change in the sector.


Generally, the Advisory Boards assisted the NPC, the MSE representatives, and ECA to carry out their work in accordance with the participatory approach of the ECA project, and helped in solving problems as they were identified in the course of the project implementation. The boards also offered advice on necessary actions to be taken and closely assisted the NPC in creating contacts with relevant organizations.


(4)
National Project Coordinators


The NPCs were highly-qualified, well-motivated animators who were rigorous in their application of the participatory approach, also sacrificing a great deal of spare time. They were so interested to keep the project going that they sometimes used their own money to bridge funding gaps. Their understanding of the participatory process approach and personal commitment to the MSE/informal sector made them work hard and ingenuously. They devoted a lot of time to create mutual trust between the representatives of MSE/IS associations and the project which further helped to minimize or eliminate doubts and other unfavourable attitudes towards the motives and objectives of the project. 


(5)
Chief Technical Advisor


GTZ's decision to assign a CTA to ECA to assist in the conceptualization, planning, counselling, supervision and monitoring of both project components and in liaising between them and the ECA Headquarters has proved of vital importance. GTZ had proposed a person who is an advocate of participatory, process and action oriented approaches, and an amateur of African culture as well, and who has a long record as a sensitizer for the need to promote MSE/ISO. He played an invaluable role in safeguarding adherence to the methodological approach in all instances and in encouraging both NPCs and MSE/IS representatives to overcome obstacles and fatigue. He brought in experience from other countries in relation to the promotion of the MSE/informal sector, and assisted the NPC to solve conceptual and methodological problems. The CTA also assisted in sorting out administrative bottlenecks in consultation with the UNDP offices in the respective countries and with the ECA in Addis Ababa.


Specific Outcome and Follow-up

The more tangible outputs of the two project components and their follow-up are described separately for Côte d'Ivoire and Ghana.


Côte d'Ivoire

The four technical committees mentioned in 4.2 above, worked between March and September 1993 and achieved the following results.


One committee drew up a number of drafts of the legal instruments needed to found an association or federation in Côte d'Ivoire, based on specimen documents it had obtained, and on talks held with experts. The instruments were prepared for the umbrella association FEDESI (Fédération pour le Développement du Secteur Informel), for the savings and credit fund FMDSI (Fonds Mutuel de Développement du Secteur Informel), and for the social security fund FSS (Fonds de Sécurité Sociale). These drafts were discussed, and steadily improved upon, at several plenary sessions.


The work of another committee was based on the realization that a lack of communication between the formal and informal sectors and the resulting ignorance of each other's situations are the main causes of the MSE/informal sector's poor reputation both among governmental authorities and among donor organizations. In order to change this situation and lay the foundations for more fruitful cooperation, the committee began by compiling a list of potential partners, then selected and visited a number of them to inform them of the plans developed in the context of the ECA's project and to ask for support. The responses of those visited were predominantly positive.


The main reasons for the inadequate level of organization in the MSE/informal sector diagnosed by the third committee were low (or even non-existent) mutual awareness and a resulting lack of communication between the MSE organizations supposed to represent their interests. The committee therefore mounted a campaign to identify MSE which was simultaneously intended to generate interest among them in joining the umbrella organization, FEDESI. After the committee had drawn up a classification of 79 different occupations among MSE, its members conducted at their own expense, an exhaustive survey of the municipality of Port Bouët, where they identified 1,669 MSE/informal sector activities, and partial surveys of seven other municipalities. The total number of MSE/ISO identified was 2,664.


The fourth committee addressed the problem of the MSE/informal sector's lack of access to formal banking institutions. The main causes it identified were inadequate representation of the sector's interests, the lack of any attempt to mobilize savings, and the non-existence of a national promotion policy. The committee began by gathering information on savings and credit systems in and for the MSE/informal sector; then used this as a basis on which to design a structure well adapted to the sector's circumstances, which not only mobilizes savings but also issues loans. The proposal was taken up by the first committee, which drew up the necessary legal documents.


The National Workshop, officially concluding the ECA Project on 7 and 8 Sep​tember 1993 in Bingerville, had decided that the process which had been initiated by ECA should be continued and pushed forward by the Comité de Pilotage (CdP) up to the creation of the federation envisaged.


The CdP met immediately after the Workshop on 8 September 1993 in Bin​gerville and decided to increase its size from ten to fifteen members to make it more re​presentative. Thereafter it had seven more meetings. This was followed by a meeting of the former forum from 17-18/02/94. Sub-committee meetings took place in between the CdP meetings.


All these meetings served the following purposes:



Creation of local organizations and associations,



Revision and finalization of the Constitution of FEDESI,



Information of the general public (P.R.) and of governmental authorities and donor organizations,



Analysis and completion of the documents prepared by the Commissions of the National Workshop,



Preparation of the Constituent Assembly of FEDESI.


On 04-05/03/94 FEDESI was founded in Yopougon (Abidjan) by delegates of 24 organizations and associations from 15 cities all over Côte d'Ivoire. The Executive Committee took over from the CdP and met several times especially in order to



Make FEDESI operative,



Prepare the creation of the savings and credit system FMDSI,



Inform the member associations about the activities undertaken,



Have FEDESI orderly registered,



Plan further activities.


Up to June 1994 all costs incurred for meetings of the CdP, the forum, the Constituent As​sembly and the Executive Committee have been borne by the Ivorian NGO CFRAR and the participants. The only external source was ECA which contributed towards the costs of the Con​stituent Assembly of FEDESI. In June 1994 the situation changed when GTZ agreed to provide means of finance to CFRAR for the costs of meetings and for local experts.


In July 1994 three members of the Executive Committee, and a representative each of CFRAR and a French NGO which bore the costs travelled to Benin and Togo for 12 days to see and stu​dy 17 different savings and credit systems. They learnt that such systems work well only if they are managed by the members. In August 1994 CFRAR created a Support Unit (Cellule d'appui) to assist FEDE​SI create and start FMDSI. 


From 13-15 October 1994 78 delegates from 20 cities representing 60 associations and groups met in Bingerville and deliberated on the FMDSI system, its rela​tions​hip to FEDESI and on its Constitution. After amendments it was adopted by the Con​stituent Assem​bly.


The FMDSI is based on so-called local savings and credit funds (fonds local d'épargne et de crédit - FLEC) which are formed by all associations and groups in one location to save jointly. The associations and groups decide on the amounts and periods of their savings and the FLEC are autonomous as regards the granting of credit. The Con​stituent Assembly decided that no interest must be paid for savings during the first year of existence of a FLEC in order to make the funds profitable. 


The FMDSI is to be fed by the FLEC and has to render them services, e.g. negotiations with donors, creation of a guarantee fund, deposit of surplus funds. Assisted by the Support Unit it has to develop and suggest technical aids (forms etc.) and procedures and to train the FLEC executives in sa​vings and credit matters.


Four FLEC have been opened in inauguration cere​monies attended by local and regional leaders, in one case even by a national minister, and widely covered by the media:



12 November 1994: Yamoussou​kro (start of oper​ations on the 01 March 1995),



26 November 1994: Odienné,



24 July 1995: Bang​olo,



15 November 1997: Biankouma.


The ISO are highly motivated to attain the objectives they have set themselves and they show a high amount of endurance. They are prepared to sacrifice: between September '93 and June '94 they shared all expenses with CFRAR apart from the contribution of ECA towards the costs of the Con​stituent Assembly of FEDESI. Thus the ISO achieved quick results even without external assi​stan​ce. 


The shiny coin has a dark back, however. Only nine of the 38 member associations of FEDESI had paid their adm​ission fee in March 1995. So at the Annual Meeting 29 associations were reduced to the status of observers. From the 11 Board members only 3 belonged to associations which had duly paid their fees. Some Board mem​bers did not represent member associations any more because they never got off the ground.


Nevertheless, within one year FEDESI created a comprehensive saving and credit sys​tem and made it operational. In three cities (Yamoussoukro, Odienné, Bango​lo) Local Savings and Credit Funds (FLEC) have been physically establish​ed and work since about two years. Nearly all invest​ment costs have been financed by local dona​tions and own contributions. Recur​rent costs pose a burden to the members of the FLE​C because as long as not many credits have been given to mem​bers the income of the FLEC is too small to cover the costs. So, also recurrent costs are financed mainly from members' donations. The problem is aggravated by the obviously over-ambitious way of housing and equipping the FLEC. The full-time personnel is not paid regularly nor adequately.


In Biankouma the fourth FLEC has been cre​ated in a more cautious way in order to avoid financial strains. The system thus proves to be able to learn from its experiences. At more places associ​ation mem​bers have started sav​ing as a condi​tion for the creation of FLEC.


In August 1996 the Fonds Ivoiro-Suis​se de Développe​ment Eco​nomic et Social (FIS​DES) has granted two credit lines of F.CFA 10,000,000 and F.CFA 6,000,000 each to the FMDSI and given it a grant of F.CFA 6,000,000 for the purchase of equipment needed by the FLEC and for training and re-training pur​pose​s. 


In October 1996 FMDSI received a grant of F.CFA 10.000.000 from ECA to increase the FLEC's credit funds. The grant has been financed from the project's micro project fund.


Ghana

The members of the Steering Committee and other representatives of MSE/ISO participated in the activities of the various Working Groups and accomplished the following:


The Finance Group showed that the credit facilities of commercial banks and other formal financial institutions were beyond the reach of most MSE due to their unfavourable terms, conditions and modes of operation. On the other hand, cooperative credit unions were found to be suitable in the provision of loans to their members for provident and production purposes at fair and reasonable interest rates. The group presented the Guidelines for Negotiation with Financial Institutions from the point of view of MSE to assist them in the negotiating process with persons in the financial sector responsible for fund disbursement.


The group further formulated recommendations on issues addressed to the MSE/informal sector associations, such as:



Strengthening of informal sector organizations,



Members' education and training on the advantages of financial management and preparation of credit applications,



Credit union formation,



Operation of bank accounts,



Use of their savings as collateral,



Monitoring of monthly savings and loan repayments,



Associations' representation in the decision-making bodies of financial institutions.


Health and Safety Group:  The discussion on health and safety in relation to production activities in MSE is considered to be a new idea in the sector as micro and small entrepreneurs usually are believed to have little or no regard for health hazards at work places. The group conducted studies and arrived at the following conclusions: 



Ignorance of health and safety issues leads to serious accidents and loss of life, 



The major causes of accidents at work places are: lack of awareness of the entrepreneur of health and safety issues, lack of technical, medical and legal knowledge on the issues and entrepreneurs not registering with appropriate agencies prior to commencement of business,



Wrong siting of industrial workshops (e.g. in residential areas) can bring about pollution and other environmental hazards, 



Government departments and institutions responsible for health and safety issues have been weak and ineffective.


Concrete proposals have been made by the group to provide minimum guarantees for effective health and safety measures within the overall framework of providing welfare to the associations' members and their employees. The group recommended educational programmes for members and the use of first aid boxes for precautionary purposes and the creation of an Insurance Policy Scheme i.e. the Captive Mutual Insurance Scheme, specially designed for the MSE/informal sector and managed and owned by the members themselves. 


Networking Group:  Following the Steering Committee's findings that there was lack of collaboration among trade associations and groups within the MSE/informal sector and the existence of rivalry and misunderstanding among the associations due to lack of formal contact to discuss problems, the group recommended the formation of associations of MSE at the district and regional levels and of a central coordinating body which could serve as an umbrella organization to bring associations together, stand for their cause and advocate for their welfare, i.e. a federation of associations. The Association of Small Scale Industries (ASSI) was proposed to perform the coordinating role and to be reorganized to meet the new challenges.


Accordingly, the group accomplished the following:



Drafted a new constitution to help achieve ASSI's transformation into a federation of associations. 



Prepared a project proposal for Management Capacity Building of ASSI,



Advised trade associations to join the Council for Indigenous Business Associations (CIBA),



Made contacts with other trade associations for more collaboration and cooperation.


The Education and Training Group identified the development of the human capacity of members of the MSE/informal sector as very important if any improvements are to take place there. The basic obstacle to accelerate this has been pinpointed as the lack of adequate training. To address this problem, the group has made con​crete proposals for a retraining scheme for members within the sector focusing on skill up-grading in existing training institutions in the short-run, and for institution building to ensure sustainability of industrial training programmes in the medium and long term.


The Government Policy Group showed serious concern about the number and types of taxes MSE/ISO have to pay to different Government departments. In view of what it saw as an inequitable and disproportional tax liability system towards the MSE/informal sector, concrete proposals have been devel​oped making suggestions for a review of the system. The group prepared and presented recommendations on issues concerning:



Corporate and sales tax exemption for MSE, 



Abolishment of some levies,



Provision of industrial estates,



Promotion of products through trade fairs and exhibitions,



Quality control for MSE/informal sector products,



Technological support,



Better functioning of the government agency for the promotion of MSE/ISO (NBSSI).


The Interim Management Committee (IMC), which had been established by the National Workshop on 16th-17th November 1993 and renamed in March 1994 ASSI Restructuring Committee (ARC), has had six meetings from November 1993 to May 1994, and five Regional tours in June 1994. The first meeting took place immediately after the National Workshop at the same venue and caused no costs. The second and third meetings were taken charge of by NBSSI, and from the fourth meeting onwards Konrad Adenauer Foundation, a German NGO, which had already supported ASSI during past years, committed itself to finance per diems, transport, secretarial and printing costs. NBSSI provided its Conference Room as venue. 


The IMC/ARC had been tasked by the National Workshop to work towards a new ASSI,



That will differ from the existing ASSI by opening up membership to only associations of MSEs;



That will help to organise MSEs which do not already have associations to form one;



That should take up the expanded responsibilities of




Being the spokesman for the MSE/informal sector in all dealings with Gov​ernment and donor institutions,




Mobilising financial resources from members to be used as counter​part funds for international credit lines and serve as collateral for loans to members,




Setting up a loans committee within its secretariat to vet loan applica​tions, help with feasibility report writing and monitor recovery of loans that are granted,




Setting up an educational and training committee, to assess training needs of sector enterprises and arrange to satisfy these,




Setting up a health, safety and welfare committee to take up health, safety and welfare issues relating to the MSE/informal sector and explore the possibility of establishing a Mutual Insurance Scheme.


It took the IMC/ARC long to convince ASSI's Board of the necessity to transform ASSI into a federation. In the third meeting ASSI agreed formally to collaborate, but rejected the draft constitution and insisted, to have a new draft formulated. 


In June 1994 five Regions were toured by briefing teams in order to educate the relevant micro and small enterprises associations on the current restructuring exercise and to seek views and suggestions that would help in the drafting of a new ASSI constitution and seek their mandate to conduct election by November 1994. 


In January 1995 ASSI has been established as a federation and a new board elected. Though not much information is available about its activities, it is known that ASSI is still supported by Konrad Adenauer Foundation and has organized training and re-training seminars for its members. Already in 1994 a re-training seminar had been organized for hairdressers on the dangers and correct use of chemical agents by the Ghana Hair​dressers Association in cooperation with the German NGO 'Hanns Seidel Foun​da​tion'.

5.
Assessment of the Approach and Its Implemen-tation

5.1.
Suitability of the Methodological Approach for ECA's Objectives


As mentioned elsewhere (2.4) ECA's vision of development in Africa is closely linked to the notion of a MSE/informal sector as an important source of industrial development, which, unfortunately, is still untapped. The reason for this is seen in the lack of communication and understanding between Government agencies and the modern, formal, medium and large scale enterprise sector on the one hand and the MSE/informal sector on the other.


The project is aimed at bridging this gap, at bringing the different partners in contact and at making them communicate with each other. Dialogue and discussion of representatives of both sides are being seen as pre-requisites for their willingness to either adapt the enabling environ​ment towards the needs of MSE/ISO or to adapt attitudes and actions towards the (adapted) regulatory framework. 


If MSE/IS representatives want to succeed in such dialogue they have to understand the language of their partners, and to know their own problems and possible solutions. Otherwise they cannot expect their counterparts in Government and private sector to get involved in their problems, to be concerned by their working condi​tions, to be motivated to reflect seriously about reforms and to act accordingly. 


That is why the project intended to address the MSE/ISO and to lead them through a process which starts with joining forces in order to jointly analyze the genuine causes of their problems, select solutions, find out those persons and organisations which seem to be suited for the application of such solutions, elaborate action plans for the tackling of the priority problems, and implement them. This is seen by the project as the best way to prepare the MSE/ISO for the dialogue with those "persons and organisations which seem to be suited for the application of such solutions".


All these activities were to be guided by the project in a facilitative, participatory and process-oriented manner, leaving all decisions and most actions to the MSE/ISO representatives. That would allow them to learn a method suited for the solution of other problems. 


Since the implementation of the pilot project in Côte d'Ivoire and Ghana was meant to assist ECA in experimenting on the appropriateness and validity of the approach and methodology employed, a question has to be asked at the end: Is the approach appropriate for ECA's objective to improve the enabling environment and/or the situation of the MSE/informal sector as a pre-condition for its increased contribution to development in Africa? Before this question can be answered, another one has to be answered before: Has the methodological approach been strictly followed in all activities induced by the project?


Has the methodological approach been strictly followed in all activities

Due to the NPCs who both had a lot of experience with facilitative, participatory and process-oriented approaches, ECA's methodological approach was adhered to and applied during the preparatory work, the plenaries and the working group meetings, and the Advisory Board meetings as well. The NPCs as facilitators entertained the views and expressed feelings of the participating MSE/ISO and limited their role to an initial push and the provision of necessary information to help them in their deliberations. The follow-up was left to develop as part of the implementation process. The NPCs played a catalytic role only by helping in times of need. They stimulated the desire and interests of the partners to proceed with their activities. All the decisions were left to the partners themselves, and they undertook most of the activities themselves (see above 4.4).


The strict transformation of the approach has been hampered by some weaknesses which after all can be considered minor. The NPCs at times lacked organizational perfection thus delaying the deliberations of plenary sessions. ECA through UNDP sometimes was not able to transfer funds to the NPCs in time, and GTZ found it even somehow difficult to transfer funds to ECA always at the proper time. All these problems caused inconveniences, of course, but never jeopardized the application of the approach and the cooperation of the partners.


There is just one issue which might have affected the project implementation in a sense that the outcome could have been much better had this weak point not existed. Because of the limitation of project funds its duration was very short and the Project Coordinators were employed part-time only. Therefore they could not live up to the exigencies of their role as facilitators and did not attend adequately and follow-up closely the project activities. They could not move around enough to ensure the provision of the right information and know-how to the working groups. 


The weak point might have reduced the speed and direction of action undertaken by the partners but it has not undermined the approach and its application. It might have, on the contrary, increased the partners' chances to learn from own action and to become even more self-reliant.


Is the approach appropriate for ECA's objective to improve the enabling environment and/or the situation of the IS as a pre-condition for its increased contribution to development in Africa?

The project in the two countries brought together government representatives, informal sector associations, the modern private sector and other actors. It created awareness among them on the MSE/informal sector's working conditions  and its needs and encouraged more collaborative efforts to solve the problems of the sector for eventual national benefits. The parties involved realized the need for genuine political support to tap the huge potential of the informal sector.


It has also enabled the MSE/informal sector representatives to come together in order to define their problems, exchange experiences and discuss possible solutions and action plans to address mutual problems. In addition, it has encouraged the MSE/informal sector to develop their negotiating power. The project has stimulated the human resource capacity development of the leadership of the trade associations and groups, widened their out-look, changed their attitudes and created awareness and developed a sense of commitment to improve the conditions of the MSE/ISO. 


A project of a duration of about eleven months in the two countries cannot be expected to have an immediate and strong impact on their enabling environment. It has, however, enhanced the mutual understanding amongst the MSE/ISO and between the MSE/ISO and the Government/private sector. It has fostered dialogue and discussion between them and thus contributed to the bridging of the gap from both sides. Both sides see their own deficiencies much clearer now and realize those of the other side. MSE/ISO have learnt to acknowledge that they create some of the obstacles themselves which obstruct their development, e.g. health hazards at work places, ignorance of each other resulting in a lack of organization, the credibility gap vis-à-vis financial institutions.


Representatives of Government agencies and of formal enterprises either as members of the Advisory Boards and of the mixed Commissions instituted in the National Workshops, or in any other capacity met face to face with MSE/ISO, listened to, talked and cooperated with them, advised and encouraged them to continue and to reinforce their efforts. 


The project has created the environment for the respective governments and parastatal organizations to ascertain the credibility of the MSE/informal sector and they have shown positive attitudes which can be taken as indicative of their willingness and intention to create favourable environment for the operation of the sector. Through its associations and organizations, the MSE/informal sector has been able to deal with the government agencies, parastatal and private sector organizations and NGOs to obtain the necessary assistance for the promotion and development of the sector's businesses. 


Since MSE/ISO were left to be actors in their own interest, who know their situation best, they worked hard in fields not used to them (e.g. drafting of constitutions), brought up realistic solutions, and they continued working together after the ending of the project support.


Some of the expectations could not or only partially be fulfilled due to the limited duration of the project, such as (see above 3.2):



MSE/ISO have contributed to the adaptation of the enabling environment towards their needs and have better access to services offered by private sector and public organisations;



the organisations of MSE/informal sector businesses have shown to their members that by taking part in the project they have effected benefits for them; they become more attractive to would-be members and are thus strengthened;



by participating in very frank discussions and very egalitarian decision making within the project process the representatives are encouraged to revive the internal structures of their organisations and to alter undemocratic procedures;


Other expected effects have, however, materialized:



the MSE/ISO organisations have recognized that they are more effective if they join hands and cooperate for the attainment of their objectives; 



a structure has been created to carry on the process induced and supported by the ECA project during eleven months, and another donor pledges its support for subsidizing the facilitation costs;



project proposals arise from the process and are submitted to donors.


Fortunately both processes proved promising enough so that donors could be convinced to assist them after the ending of the ECA support. In Côte d'Ivoire GTZ and a French NGO (Frères des Hommes) agreed to subsidize the follow-up of the forum, and in Ghana the German NGO Konrad Adenauer Foundation supported the new federation ASSI.


An assessment of the approach on the basis of available documents, therefore, shows that it has been appropriate for the objective for which it was designed i.e. improvement of the enabling environment as well as the strengthening of the MSE/informal sector as a pre-condition for its increased contribution to development in Africa. Even if the project - because of its short duration - cannot prove that the approach necessarily leads to the desired changes (i.e. improvement of the enabling environment and of the sector's access to services) it did show the approach's potential to contribute towards this end. 

5.2.

Recommended Improvements of the Approach and its Implementation

The study of the approach in section 4 has shown not only its strengths but also its weaknesses. So if it is going to be applied again the approach should be improved, at least in such way as follows: 



Retain the approach in principle but employ the local consultant on a full-time basis as National Project Coordinator, give her/him more time (18 to 24 months at least) and a bigger, very flexible budget.



Find a resident person - not necessarily a national - experienced in participatory approaches, knowing different development approaches and projects in various countries and being part of an international network of development organizations, and employ this person part-time to counsel the National Project Coordinator. Since the Resident Project Advisor lives in the country he/she can follow the proceedings continuously and closely, bring in information on problem solving models and liaise the MSE/ISO to persons (local and foreign experts, local and foreign MSE/ISO) with a problem solving experience and competency. 



The CTA assists the ECA to prepare the project (esp. to select the right Coordinator and Advisor), to assure that the approach is followed, to supervise the project and to implement it administratively. The CTA will be busy particularly in the beginning of the project; later his tasks are assumed by the Resident Project Advisor. 



Distinguish the project phases clearer (problem identification/analysis of causes, search for solutions, elaboration of strategies/action plans, implementation) and organize external support specific for each phase, e.g. organize a seminar in the search-for-solutions-phase with local and foreign resource persons who bring in their ideas and experiences.



Adequate information and preparation is essential prior to implementation in order to find out more about the scope of project assignment, anticipated resource requirements, and the socio-cultural context in which the project is to be implemented including a good understanding of situations at the ground. This initial activity would help safely estimate the required financial, material and manpower resources. At this stage it is vital to bring the funds available in harmony with the scope, activities and duration of the project activities. That may mean, that such a project cannot be started at all or only in one country at a time. 



The creation of appropriate mechanisms to link up project activities at the steering committee and working group levels down to the grass-roots operators is felt to be useful to obtain relevant feedback on key issues for timely consideration in the process of implementation. It would be difficult to assume that project results would reach the target beneficiaries unless efforts are geared towards that direction.
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     � This section is based on two papers: a) Address of the UNECA Representative at the Opening Ceremony of the National Workshop on the Promotion of the Informal Sector, Accra (Ghana), 16 November 1993; b) Challenges of the United Nations System in the Development of Africa's Informal Sector, by Makha D. Sarr, Acting Executive Secretary, United Nations Economic Commission for Africa, Addis-Ababa, Ethiopia, Presented at the Workshop on Informal Sector Development in Africa, 13 - 15 June 1995, New York, USA, by  Jean K. Thisen, Economic Affairs Officer, Socio-Economic Research and Planning Division, ECA.





     � See the Report of the 12th AAPAM (African Association for Public Administration and Management) Roundtable Conference, December 3-6, 1990, Abuja, Nigeria (Addis Ababa: UNECA, August 1991).


     � This was found out from the study survey the ECA made in 1991. See UN-ECA "Promotion of Informal Sector Development in Africa: A Review Study", (Addis-Ababa, Ethiopia: ECA-SERPD, November 1991), pp. 43-44.


     � See United Nations Economic Commission for Africa, "Tech�nical Publication on the Structure of Industrial Enterprises in the Informal Sector in African Countries", Industry and Human Settlements Division (ECA/IHSD/011/92), November 1992, pp. 2-4. 
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	"Very small-scale units producing and distributing goods and services and consisting largely of independent self-employed producers in urban areas of developing countries some of who also employ family labour and/or a few hired workers or apprentices, which operate with very little capital or non at all, which utilize low level of technology and skill, which, therefore, operate at a low level of productivity and which generally provide very low and irregular incomes and highly unstable employment to those who work in it ... for the most part unregistered and unrecorded in official statistics ... tend to have little or no access to organized markets, to credit institutions, to formal education and training institutions, or to many public services and amenities; they are not recognized, supported or regulated by government; they are often compelled by circumstances to operate outside the framework of the law, and even when they are registered and respect certain aspects of the law, they are beyond the pale of social protection, labour legislation and protective measures at work place ... they are unorganized and beyond scope of actions of trade unions and employer's organizations ... generally they live and work in appalling, often dangerous facilities in shanty towns of urban areas". (Hansenne, M., The Dilemma of the Informal Sector, Report of the Director General - Part I, Geneva, 1991, p. 4).
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     � ILO/JASPA, The State and the Informal Sector in Tanzania, Addis Ababa, 1993, p. 20.


     � World Bank, Sub-Saharan Africa: From Crisis to Sustainable Growth, Washington, 1989, p. 138.


     � Turnham et al., The Informal Sector Revisited, OECD, Paris, 1990, p. 120. 


     � See ILO/JASPA, Informal Sector in Africa, JASPA, Addis-Ababa, 1985.





