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Purpose of the Study

This case study was conducted to learn the general situation Informal Sector Operators (ISO’s) were in before and after obtaining assistance from the UN-ECA Project on the Promotion of the Informal Sector. In particular, the study focussed on the following issues:

· What were the initial problems?

· What strategies were used to help the ISO’s resolve the problems?

· How did the ISO’s resolve those problems?

· What were some of the ups and downs in developing their self help potential?

· What contact was created with stakeholders?

· Did the stakeholders support them?

· How did the group/co-operative developed in the years of implementation of the project?

To conduct the case study, two co-operatives, Biruh Tessfa Shoe Brush Makers and Wondimamachoch Kola (Glue) Makers Co-operatives, were selected.  The selection of these Co-operatives from the very many organized ISO’s was at random, and it is believed that the result of these case studies would shade some light on and show trends of the general situation of the other groups of ISO’s.  However, the details of the information collected would be particular to the two Co-operatives selected for the purpose of the study.

The studies were conducted on April 16th, 1999, in the case of Shoe Biruh Tessfa, and on April 20, 1999 with Wondimamachoch Co-operative.  General discussions were held among members of the Co-operatives at first, followed by a selection of interested individuals for further discussion and more detailed account of the group’s situation.  This more detailed discussion was held between the selected members and the Animators.

The selected members from Biruh Tessfa included the Co-operative’s chairperson, Mr. Debele Lidete; the Secretary, Mr. Megersa Wami; the Treasurer, Mr. Himanot Kumlachew; and a member at large Mr. Birhanu Taddele.  

Their age range was between 32 and 47 years, and they had work experience of 10 to 20 years.  In the case of Kola Makers Co-operative, selected individuals included the Chairperson, Mr. Tesfaye Tegegn, 30; and Mr. Belsti Beyene, the Secretary, 32.  Their work experience in the field was 5 and 6 years, respectively.

Following is a detailed account of the discussions held between the representatives and the Animator.

1. Biruh Tessfa Shoe Brush Makers Co-operative.

Introduction and Background

Biruh Tessfa Shoe Brush Makers Co-operative is one of the 30 Informal Sector Operator Groups/Co-operatives organized by the UN-ECA Project (funded by GTZ) in Addis Ababa in August 1997. The group/co-operative consists of 14 members including three women. At the time of group formation, the experience of the members in producing and marketing Shoe Brush ranged from 7 to 20 years.

As the name of the Co-operative implies, this group of operators produces Shoe brushes that are an excellent substitutes for imported shoe brushes. It is to be noted that the shoe brushes have high demand by Addis Ababa shoe shiners, especially during the rainy season, at which time the demand for brushes is quite high. Raw materials used to produce the brushes include swisher hair, wood and paint.

Initial Problems

During the discussion held between the four selected members and the Animators, the Secretary, Mr. Megersa Wami, explained the major problems they individually faced before joining the project as follows:

”We had major problems, such as access to raw material, credit, and production and marketing spaces.  Most significant of all was the lack of raw material. We wandered around individual hide and skin retailers to buy the swisher hair. The general situation was that supply was intermittent hence unreliable, quality was poor and prices were too high. Because we did not get sufficient amount of production input or raw material, we were not able to produce enough to make a living out of it. Revenue from what ever we produced and sold was also minimal since our sales were on consignment basis., and hence law- priced. In addition, we never sold our products in cash but rather on credit where we had to wait until the middle persons sell the products and settle their payments. All said, the middle persons made profits by selling our products while we barely survived.”

Mr. Birhanu Taddele, continued:

”There was a problem of shortage of working capital. This was because our funds were tied-up with finished products that had already been supplied to the middle persons. We had to hold our production until we received payments for the consignment already delivered.” 

He concluded by saying that, as most of the Informal sector operators working in Addis Ababa faced the problem of production and marketing space before forming their co-operatives, this particular problem was common across the board.
Strategies used

The following strategies were utilized to help the ISO’s resolve their problems:

· Form a group (the co-operative) that looks into common problems and attempts to resolve them collectively;

· Make division of labor among group members, such as bulk purchase committee, treasurer, bookkeeper, seller, etc;

· Obtain training in basic organizational skills, business management, etc, with the assistance of the Informal Sector Project;

· Seek increased level of working capital through membership contribution        (each member of the group contributes Birr 25 (about 6 DM) per month);

· Seek an office to help as a contact point for clients as well as for group members;

· Seek access to various government authorities and private sector organizations to discuss their problems and request assistance. (For example, the Secretary of Biruh Tessfa Brush Makers Co-operative, together with representatives of all other co-operatives organized by the project, were able to hold a meeting with the House of Representatives to discuss the draft proclamation of ”Micro and Small Enterprises Development Agency).

 Resolving the Problems

The Chairperson of the co-operative, Mr. Debele Lidete was very thankful to the UN-ECA Project on the Promotion of the Informal Sector for assisting to solve the problem of access to swisher hair. He explained how they were fortunate to have been able to take part in this project at a time when they needed support and were neglected by all other parties concerned.

He said:

”We got relief in purchasing swisher hair from Addis Ababa Abattoir, thanks to a letter of support provided by the Informal Sector Project. Currently, we do not need to go to hide and skin retail stores to purchase swisher hair, which is very much time consuming and expensive. With the combined effort of the project and our raw material purchase committee, we now receive regular supply of raw material at a very reasonable price.”

Mr. Himanot Kumlachew, the treasurer, continued: 

”All this has become possible because we were able to come together, organize into a group, and obtained a license collectively from local authorities with the help of the project. This formal recognition of our co0operative, granted by Addis Ababa City Administration, helps us to get priority in purchasing the swisher hair, in bulk, from the government owned Abattoir.”

Mr. Birhanu Taddele, then explained some of the effects of being organized and working together with the project, based on his own personal experiences. In particular, he talked about the impact of the bulk purchase of the swisher hair on his business:

”I used to produce about 168 Shoes Brushes a month when I purchased raw material from individual retailers. But now, after I started making bulk purchase of raw material from Addis Ababa Abattoir in collaboration with my group members, I have been able to produce about 264 Shoe Brushes a month. In addition, from a price of Birr 4 (about 1DM) for 12 Shoe Brushes before our group was organized, we have now be able to sell the same quality for Birr 5.”

According to Mr. Birhanu, the reasons for his production and income increment were as follows:

· being organized into a group and able to make contacts with stakeholders;

· bulk purchase of raw material as a group from the Abattoir rather than from individual retailers, which guarantees continuos supply of material and reduced purchase price (the group has access to more than 100 Kg. Of swisher hair every month from the Abattoir);

· having set selling (and buying) prices as a group [an agreement was reached among members of the group to sell (and buy) at similar prices for similar products. To facilitate this agreement, they have given the responsibility of price negotiation to their Chairperson, who takes care of selling products of all members of the group every three days. The total number of Shoe Brushes produced by the 14 members of the group has now reached about 1,080]; 

· reduced cash flow problem due to sales in cash, which helps make production continuous;

· decrease in transportation costs as clients started coming to the production site to purchase. Individual buyers come to Operators; working site, because the latter were able to regulate supply of the product in the market.

Some ups and downs faced by Biruh Tessfa Brush Makers Co-operative

According to the response given by one of the four operators, there were problems in getting access to different suppliers at the formation of their Co-operative. For example, in order to get swisher hair, they had to write a request letter to the Abattoir, which obtained a reply from the manager of the Abattoir only after two months. They also had to have reference letter from the local Bureau of Trade, Industry and Tourism stating that they are legal entity and that their business would contribute to the economy of the country. This, they said, was very much time consuming. Regarding registration of their group as service co-operative, they had to prepare Memorandum and Articles of Association, submit an application to the bureau of Trade, Industry and Tourism, and fulfill all other legal requirements requested by the authorities. Again, the amount of time needed to complete all these processes had been rather frustrating, according to one of the members.

Mr. Megersa Wami added:

”We were not aware that we had the right to approach government officials and express our problems.  And once we presented our problems, we did not expected to obtain positive responses from government officials. We thought we were the neglected part of the society. Because we were so ignorant, we did not want to be frank and open to each other at the beginning, let alone to government official. We did not try to analyze our problems, understand the root causes and look for solution. We were not in a position to take joint actions for combating common problems.  These were the downsides of our co-operative at the beginning, which we were able to overcome in a relatively short period of time, thanks to the Project.”

Mr. Megersa Wami explained how they had not been able to solve the problem of production and marketing space. He mentioned the collective application submitted to the Addis Ababa City Administration, on behalf of all Informal Sector groups working with the Project, which is still pending. 

”No matter how much time it needs, we shall follow the case until such time that the Informal Sector Operators receive a well deserved attention from the authorities. If it is not for us it will be for our children,” he said.

Contacts with and Support from Stakeholders

Regarding support from the Stakeholders, Mr. Debele mentioned two of the organizations they received assistance from: the Addis Ababa Bureau of Trade, Industry and Tourism and the Addis Ababa Abattoir. The former assisted them in acquiring their legal status with special considerations (tax exemption) while the latter allowed them to get access to raw material because they had a co-operative license. This government owned Abattoir gives special attention to micro and Small Enterprise co-operatives.  

Market outlet has also increased, as the chair explained. He said that they have created contact with the office of the Armed forces to supply shoe brushes, including paint, in bulk for use by the army at different military training centers. Nonetheless, he is concerned as to how they could fulfil the orders with their current production capacity and out-dated technology.     

Mr. Megersa Wami also raised the issue of access to CREDIT.  In particular, he mentioned the feasibility study made in collaboration with the Informal Sector Project Animators which is close to bearing positive result.  The feasibility study was for release of credit funds from the ECA to improve production and marketing of the Co-operative. Mr. Megersa enthusiastically expressed that this credit fund (about Birr 9,900) would help them make bulk purchase of swisher hair and increase their production capacity by about 10%. He also believes that the credit would enable members to increase their participation at auctions to purchase raw material.

Impact of the Project on improving quality of life.

The total number of individuals being supported by the income obtained from sales of shoe brushes by 14 informal sector operators (14 households) is 64. Family size per household ranges from 2 to 10 people.

Mr. Debele Lidete is a 40-year old man responsible for 10 family members in his household. He started producing shoe brushes 20 years ago. He said:

” I never thought of expanding this business because of lack of awareness and training on how to run a business. I never recorded my income and expenses for such a long period of time and it was all mixed with other family expenditure. But now, after joining the Informal Sector Project, many things have changed.”

” I have taken training in basic bookkeeping, marketing & proposal writing. I can now calculate my profit, differentiate costs and control the marketing in collaboration with my colleagues. I was wasting my time searching for swisher hair where I had to go to individual sellers every day. But now, I go only once a month to an Abattoir to bring the raw material to my production site. This has saved me both money and time. My family used to eat twice a day. But now, it is able to afford its three meals a day. Three of my children are attending classes at private schools where I believe the quality of education is quite good, and I can now afford to pay. This was unthinkable before I joined the Project. I pay Birr 45, 15 and 9 per month for my children in grades 8, 4 and 1 respectively. I could have sent them to public/government schools for free, but quality matters”, he said.

Mr. Debele has bought a radio and a refrigerator, and has planned to purchase a television set. He has already built a house of his own.

Mr. Birhanu Taddele said five of his children were going to be expelled from the schools they were attending because he could not afford to buy school uniforms.  School uniforms have now become mandatory at almost all schools, and students are not even allowed to the school compounds without uniforms.  Following substantial increase in his income after joining the project, Mr. Birhanu has been able to afford the school uniforms, and his children do now attend their classes well. In addition, he pays Birr 58 per month per child as school fees.

2. Wondimamachoch Kola (Glue) Makers Co-operative

Introduction and Background:

Wondimamachoch Kolla (Glue) Makers Co-operative is also one of the 30 Informal Sector groups/cooperatives organized by the UN-ECA Project (funded by GTZ).  It was formed in Addis Ababa in March 1997. The co-operative consists of 12 members, including three women. At the time of group formation, the experience of the members in producing and marketing Kolla (Glue) ranged from 3 to 7 years. 

The Co-operative produces Kolla, as it is locally called, or Glue which is a type of adhesive that is used extensively in construction of houses and buildings.  It is mixed with gypsum (stucco, as it is known locally) to form a solution and is applied on walls as background splash or spray before final painting of the walls. The operators produce kolla from scrap leather that is disposed of local tanneries.  Scrap leather, being a waste from tanneries, should be handled with high precaution as it contaminates the environment very badly.  Because of kolla makers, this harmful waste is converted to a useful product.  

Kolla has a very wide market through out the country, especially in the major cities where the size of the population is incasing fast.  Due to this increase, there is a large potential market for this product as the number of residential houses, both public and private, is expected to increase every year.  These micro entrepreneurs are the major suppliers of this product, primarily to the whole sellers in Addis Ababa.  

In producing kolla, the scrap leather is boiled first in a barrel and then treated with sulfuric acid. This then is poured on a drying tray and sectioned into rectangular pieces to dry. The result is a flat piece of finished product.    

Initial Problems

During the discussion held between the two selected members and the Animators, Mr. Tesfaye Tegegn, the chairperson of the co-operative, explained the major problems they individually faced before joining the Informal Sector Promotion Project as follows:

”The major problems we initially faced include lack of access to raw material 

(i.e. scrap leather and sulfuric acid), poor quality of product (as a result of using poor quality leather), lack of awareness in understanding that there is wide market for our product and being stigmatized  by local residents because of the bad smell of the scrap leather that we use as a major input.”

Mr. Belisti Beyene, the Secretary, further elaborated why access to raw material was a problem:

”It was impossible to get the scrap leather directly from tanneries. Actually, this leather is a waste that is not any more needed by tanneries except for damping. The Addis Ababa City municipality is the one that damps this scrap leather, at the out skirt of the city, and charges tanneries Birr 50 per container”. 

Mr. Tesfaye enumerated the following as to why it was difficult to secure the scrap leather directly from tanneries or from damping sites:

· it was not allowed by the management of the tanneries to supply scrap leather to individuals, because of safety reasons associated with the chemical content of the scrap leather; 

· tanneries did not even know that it was possible to further process and make such economically important product from scrap leather;

· at the beginning, where there wasn’t any form of collaboration among individual Kolla producers, it was deemed impossible that the individual producer could access the raw material in bulk from tanneries; the only option available was to produce Kolla using scrap leather purchased from individual collectors. The collectors bring the scrap leather from damping areas, and they do not allow any one at the damping sites;

· getting scrap leather from individuals collectors was not easy; most of the collectors are unemployed street guys who are very aggressive and do not want any one to touch the scrap leather except their gang; under this situation, the only option the individual producer had was to buy the scrap leather at the price set by the collectors. This price was expensive compared to the quantity and quality of the raw material;

· one should get permission from the City’s Health Bureau to make use of the scrap leather without polluting the environment. One should also able to prepare appropriate storage area, properly fenced and with no access to people and/or animals; this needed quite substantial amount of investment which was beyond a producers ability;

· if and when it was possible to get the supply directly from tanneries, one must transport the daily tannery waste, which was again impossible at a producer’s level;

· there was no appropriate road to use cars for transporting scrap leather to production site;

· there was stiff competition among producers both in securing the scrap leather and in selling finished product;

· awkward production technology and poor product quality were very common;   

The other problem stated was lack of basic business skills that essentially entailed failure to control the market for their product.  Unfair and non-mutual business relationship between producers and middle persons were sited as one of the problems.  Lack of direct access to users was considered as a problem where producers should sell to whole sellers/middle persons at a very minimum selling price.  When this price is compared to the price the middle persons charge, it is less by at least 30%.  They said they had to accept the price set by the middle persons because they were the ones that penetrate and control the market for kolla (glue).  In addition, individual producers did not have sufficient working capital to make their production continuos because of the fact that they are obliged to sell on consignment basis.  Under such arrangement producers could only be paid after sales are made by the middle persons.         

Product quality was also stated as a problem. Quality remained poor because the scrap leather that was purchased from damping areas is not well kept and protected from decaying.

Strategies used

In addition to the strategies used by Biruh Tesfa, Wondimamachoch has also used the following:

· Introduce membership contribution that can be used as an additional fund for covering office expenses. [It is Birr 5 per person per week];

· Seek open space for production at the outskirts of the city; 

· Establish joint committee with other three kolla making co-operatives working in the city; 

· Collaborate with local community.

Resolving Problems

Mr. Tesfaye and Mr. Belisti were very enthusiastic when they talked about the UN-ECA Project on the Promotion of the Informal Sector Operators.  In particular, they expressed their appreciation and gratitude to the Project for assisting them in solving the problems of organizing the cooperative, gaining access to scrap leather, improving the quality of their products, and training (managerial & skills upgrade).

The skills training they took for three months in the Faculty of Technology at Addis Ababa University helped them learn how pellet glue is manufactured. Three members who completed high school were selected for the skills training program with the University. When they start producing this pellet glue they will generate more income than they currently do. Cost of one kilogram of pellet glue is about Birr 30 while that of flat glue (which they currently produce) is Birr 5.  

Having been trained to develop and write proposals by the informal sector project staff and being assisted by an expert, they prepared a research paper on pellet glue making technology and submitted to the Ethiopian Science and Technology Commission. This proposal was approved for a grant of Birr 20,500 to construct a pellet glue-making machine. 

Each member of the Co-operative made additional contribution in the amount of Birr 500 to cover other operating costs.  This contribution enhanced the sense of ownership of each member in realizing the pellet glue-making project. The former chairperson of the Co-operative, Mr. Abebe Mengistu (now replaced by Mr. Tesfaye Tegegn, following completion of his term) was the co-signer on the agreement entered with the commission. 

The Commission holds similar competition with various local producers every year.  In the 1998 research competition, only two papers won, one of which was the Kolla Makers Co-operative’s.

Following completion of the design of the machine, the members have already assembled the machine and are currently constructing the workshop to install the machine.  They are now half way through the construction of the workshop.

Another way adopted by the Co-operative to ensure sufficient and continuous supply of raw material has been that each member of the group contributes Birr 35 ( about 8.50 DM) per week  that can be used to make bulk purchase of raw material.  No member has had any problem making this weekly contribution, and the Co-operative has been consistently supplied with the material it needs. 

Regarding production space, securing an open space at the outskirts of the city, far from major residential areas and close to a river has proved to be advantageous to the ISOs. This has solved two problems: 

· no complaints from local communities due to the bad smell of the scrap leather;

· as Kolla production requires a lot of water, being in close proximity to a river that flows only within 10 meters distance from production area has become very handy;

Contacts with and assistance obtained from stakeholders

In collaboration with the local community these ISOs have contributed Birr 3,000 (approximately 724 DM) to construct a 700-meter road.  The road is used to transport scrap leather from tanneries to the working site of ISOs.  

The establishment of a joint committee with other three kolla making co-operatives working in the city was rather interesting. The co-operatives had established this committee for the purpose of looking into alternative means to overcome the problem of access to raw material. The four co-operatives have mainly come together to make bulk purchase of scrap leather at reduced auction price. These co-operatives are the only major kolla producers in the city of Addis Ababa. 

The scrap leather purchased in such arrangement is distributed to each co-operative according to its share. Each co-operative then re-distributes to each individual member according to his/her share. At the same time there is an agreement where each individual is expected to sell the product at an agreed upon price to the middle persons. 

The total capital outlay for a one-time purchase of raw material by the co-operatives has now reached Birr 35,000;  

By creating healthy relationship with various government authorities and private sector

organizations, these ISOs were able to solve their major problems.( For instance, Awash

tannery allowed them to get constant supply of raw material and the Bureau of Health

allowed them to make use of the scrap leather from tanneries, provided that required

safety measures are observed.)

The Co-operative has received assistance from the following:

1.  Ethiopian Science and Technology Commission. This organization granted the Kolla makers Birr 20,500 to under take pellet glue production;

2.  Addis Ababa University, Faculty of Technology, specifically the chemical engineering department gave training on pellet glue production to three members of the co-operative;
3.  Awash Tannery is regularly supplying scrap leather;
4.  Development Agency for Hand crafts and Small Industries provided Improve your Business (IYB) training to members;

5.  Addis Ababa City Administration gave legal status;

6.  Addis Ababa Administration permitted to use the scrap leather from tanneries with precautions and told safety measure;

7.  CRDA and Addis Ababa Private Industries Association sponsored them to participate on bazaars/exhibitions in various occasions.                          

Some ups and downs faced by Wondimamachoch Kolla makers co-operative

Mr. Belisti Beyene, who was responsible for follow-up of activities with different government offices, expressed similar ”ups and downs” to those expressed by the Shoe Brush Makers Co-operative members. These included lack of openness among members initially, lack of self-confidence, being suspicious of the Project’s intent, not understanding their rights visa-á-vis the government and the responsibilities of government authorities, etc.  And on the ”up side”, he mentioned how they were able to build trust and friendship among members, how they made use of the Project’s informative discussions and logistical assistance (writing support letters to tanneries), and how they were being heard by government authorities on their issues.

Mr. Tesfaye Beyene continued to elaborate on the challenges they faced before and after they organized themselves into co-operative: 

”Before we were organized into a service co-operative, we had to tackle 

                      
the problem of access to raw material on our own.  It was impossible to 

make bulk purchase of scrap leather individually.  It was impossible to get it from tanneries at reasonable price. It was also impossible to charge the middle persons the right prices for the products we sell. There was no chance of increasing selling prices by a penny as the middle persons were the only market outlets for our products.”

”In relation to securing the scrap leather directly from Awash Tannery, the process took us a long time.  We devoted much of our time and money in the process. We knocked at different doors, including Awash Tannery, Municipality of Addis Ababa (Region 14), Region 14 Health Bureau, Region 14 Trade Bureau, Industry and Tourism Commission, different zonal offices, etc. Two members of the co-operative had to go at least three times a week to the various offices mentioned.”

He also mentioned that it was necessary to secure a co-operative license to be able to have privileges from various government offices. To obtain their license, they had to prepare memorandum and articles of association. 

Impact of the project on improving quality of life 
Mr. Tesfaye said:

”Before joining the project my total monthly sale was around Birr 800. But now, after joining the project, the sales volume has increased to Birr 1,200 per month.”

Mr. Tesfaye was a policeman for 6 years with monthly salary of Birr 102.  He lost his 

job with the fall of the Derg regime. He is now very happy for having joined the Informal Sector Project in that his income increased substantially.  When asked the reason, he voiced that the various training he took with the assistance of the Project has helped and enabled him to look into the causes of problems. 

”At this stage, I am in a situation where I can help others in terms of creating job opportunity and sharing the experiences I gained from the project”, said Mr. Tesfaye. He continued, ”before joining this project I live in a rented room for about three years; but now I have my own house. Very recently I bought a television set and a refrigerator. I have also increased the number of open-air-dryer from 1 to 3. I used to transport scrap leather on donkey’s back because the quantity was too small. Currently, in collaboration with the rest of my collogues, I transport scrap leather using trucks, 8 times a month.”

When asked about his expectation at the time of joining the project, Mr. Tesfaye responded by saying: 

” I thought the informal sector project provided only some grant and had no expectation of getting such important training and facilitation by the animators.  We developed our problem solving skills, built confidence and self-reliance. In short, I liked the project’s approach very much.”

                              As for Mr. Belisti, he was able to purchase household furniture over the past two years, 

and has a plan to construct his own house. He also appreciated the three-month skills training he took at Addis Ababa University, Faculty of Technology.  Both of them hope that they will benefit from the research grant they obtained from the Ethiopian Science and Technology Commission.  They are now actively participating in the construction and installation of the pellet-glue making machine.
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