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- INTRODUCTION

In Zambia the critical role_of emall'and:medium enterpriees

(SMES) . national‘ development has been generally

: recognlsed The Small Industrles Development Organlsatlon
(SIDO) was formed by an Act of Parllament in 1981 as the3:
pr1n01pa1 publlc agency for the 1mplementatlon of publlc%

pollcy on small and medlum enterprlses. ' SIDO became‘

operatlonal in 1983.

-In addition~£0 SIDO thefe.aretafnumberrof'NGOS_that_stpOrt
. small business. - While thé,:ale-of NGOs must be recognised
7and-enoouraged' it'is.generailf felt‘in Zambia that the.
_governmen% through 8100 must play a 31gn1f1cant role in
supportlng SMES In this short-paper-we_present a b;;ef_;
outline of the constraints faeed by'SMEs andrsone'of_the ”

strategies and support services being encouraged in.Zambia.

. MAJOR CONSTRAINTS

‘Our fleld experlence 1n Zambla 1ndlcates tremendous
'potentlal for small scale enterprlses bofh in urban and
rural areas. It also . reveals serlous constralnts on the
"individual small Aentrepreneur and - on the ‘small - scale
business eector 1n general The typlcal small entrepreneur

5faces all or ‘some. of the follow1ng major constralnts.
la) Inadequate‘TeChnical Lor) managemenf skills

'l-b)“ Inadequate access to credlt faCllltleS and generally

 poor personal capital base,

c) Inadequaté, thSieal' ,infrastruoture mainlyr-'forr'

- production, but also .for distribution of the final
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product e.g. proper workshop space, electricity and
water, and retail outlets. BRI '

.4} - Unconducive legal:and administratibn environment e.g
~industrial zoning regulations, trades licensing laws

' and municipal regulations.

ey _Technologicaldinadequacies.

) Underdeveloped industrial culture and its offshoots -

‘of .  poor local _' 1n1t1at1ve o in original .

technlcal and 1ndustr1al act1v1t1es and lnadequate

publlc or commercmal Support for local 1nvent10ns

) ? Indnstrial structural weaknesses i.e. lack of strong

linkages = among various  sectors' of - the
economy, aend in particular lack of operatlonal
(anclllary) relatlons between large and small scale

Lndustrles.

'SUPPORT SERVICES

Our experlence' shows a,=need' for strong government

1nterventlon through a publlc specialised 1nst1tutlons that.

' should‘erk with and also coordinate the efforts of non

-gcvernmentfinstitutionsdthat provide'eupport.éervices to
SMES. The NGO's will be guided by their different charters
that may determlne the type of serv;ce the type of client
and- geographlcal llmltS. ‘

The public 1nst1tut10ns will be gulded by the general
economlc and social pOllCleS and will find it pollcally
1mperat1ve and indeed often economlcally prudent to cover_
fall geographlcal areas. It should also ideally adopt an'
1ntergraded or so called 51ngle wxndow dellvery system i.e
ﬂlt should dellver all crltlcal SeerGeS as a coordlnated-
package. Otherwise a system of a publlc SME 1nst1tut10n{-
cdndentrating‘ on one 'Service e.g. credit ord extension
services has the serious: risk "Qf such servlees being
rendered impotent or ineffective by bottlenecks in other
critical services. | ' ' '




- If the publlc 1nst1tutlon 1s dellverlng a broad package it

is- in a better p091tlon to collaborate with any NGO or
'other publlc lnstltutlons whlch mlght speclalise in one
_narrow serv1ce Forrlnstance'an lnstltutlon prov1d1ng
_management tralnlng ‘can ‘be complemented w1th thlS publlc
 SME support 1nst1tut10n w1th credlt factory shed, and
extension serv1ces to render the requlred package of
_--serv1ces to the SMES . w;th_proper networklng, the_puhllc
institution should ‘be able to collaborate with Other.
1nst1tutlons 1nclud1ng those that have no spe01a1 focus on
'SMEs to ensure a comprehen51ve package of serv1ces to any
- SME. Such‘macro oapaolty is only fea51b1e if the public
‘institution ig financially' and‘_organisationally'_strong
enough to act as pivot of thie networking“by having a
'-reasonable range of critical serv1ces 1nto which other
'lnstltutlons can hook to ensure the requlred package for

'7var10us needs of’ SMEMS.

in Zambla the pr1n01pal publlc agency for Supportlng SMEs.
i.e SIDO! soperatlonal strategy' has been. gulded by thlS
"31ngle. w1ndow approach and networklng 'w1th other SME
.speolallst NGOs and other 1nst1tutlons that. pIOVlde.
“ServiCesnthat can be useful'tousMEs. ' SIDO's main support
‘activities include the following: | | |

a) 'Technlcal _and Management skills "develooﬁentf.andf
: Support, . — o :.  ' o .
fThls'includes”assietance with feasibility studies and
businessr ’plans, general coneultancy, ' business
:'counselllng and training. |

Technlcal training will sometlmes involve spe01allsed_
~ and flxed ‘centres _such_.ae4 a Tannery _tralnlng
facilities that SIDO established in Zambia. Where
¢training facilities already exist duplication of
'phy51cal 1nfrastructure. should ‘be  avoided by

- networking with- exmstlng centres. o -
'Management skllls tralnlng should be brought close to_

the - people
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Credit

"Because of high credit administration costs involved

in lending to small businesses, most eommercial'bahks
tend to shy aWay'from'lending'fo SMEs. This problem
is not pecullar to underdeveloped countrlee but is

‘a unlversal problem. This might explaln_the‘werld
" wide trend for speCieliSed“SME credit institﬂfiens;

In Zambia SIDO is the Qr1n01pal 1nstltut10n glVlng‘
credlt to SMEs as part of a. comprehenS1ve package that

' usually also includes management support. There are

also some NGOs that give credit to SMEs.. SIDO usually

does not give credit in cash, but in form of required
' goods to reduce the risk of diverting resources from

intended purposes. This arrangement also facilitates

- procurement services and accords SMEs the benefit of
bulk purchasing that is done by SIDO. '

thelcal Infrastructure

"-The problem of 1nadequate phy31ca1 lnfrastructure is

being tackled by SIDO through direct intervention of

*éeteblishing'industriel:eSteteS, and networking with
'1ecel authorities and the mining group who have many

disused bulldlngs ‘that can be rehabllltated to prov1de

.:reasonable productlon sheds for SMES .. Whlle emphasis

1srr1ghtly on production 1nfrastructure, SIDO'has;aleo
recognised, at least for major urban centres, a. need
for special shopplng malls to prov1de approprlate

 reta1l outlets for SMEs.

,Industrlal estates and.- shopplng malls 1n urban areas_

prov1de 1nvestment opportunltles even for profit

oriented 1nvestors. “These '~ are ' commercial

propositions with a service orientation, and should be
attractive " to District Councils, SIDO, -other SME

support institutions, commercial investor.  For rural -

areas modest ruralginduetriél centres should be
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commer01ally attractlve but ‘are . unllkely to attract

- commercial lnvestors.:“; : Dlstrlct Counolls - and
Development oriented 1nst1tutlons sheuld be involwved

here, preferably,_w1thr.development rather than

comimercial finance.

Leqal end Admlnlstratlon Envrronment

The most restrictive legal praotlces are zonlng and

3Munlolpal marketlng regulatlons. SIDO and " other
'Development agencles are 1nvolved 1n pollcy dlaloque

'-through the Mlnlstry of Commerce and Industry The

Dlstrlct Councils and - ‘the Mlnlstry of- Leeal Government“
should. be ” aotlve in: 1mprov1ng the znunlolpal 1egal
climate = to make it -more conducive ' to . small

entrepreneurs.

Technoloq1oal Serv1ces

The acqu151tlon and - development of appropriate,

ftechnology is an- important faotor“ in industrial
f~development. Research and Development {R & D) is theo'
basic strategy = for __achleV1hg‘ this’ obJectlve.
;Effeotive=collahorafion'amOng localrsmall'and'lerge

-enterprises, . and’ with ‘outside g countries 'and_

multilateral 1nst1tutlons can’ aleo help to 1mprove the

"technologlcal base.

R & D can be.very'expeesive' and the'typioal small

entrepreneur does not usually ‘have the' phy51ca1-

"ofacllltles and the requ1red technical know how. There'

is at present adequate phy91cal fa0111t1es for R & D
at National Counc1l for Solentlflc-Research_(NCSR)_and

'the;UniVersities techniCaleSChools. SIDO has been
collaborating withfthese‘institutions in R & D.

with very encouraglng ‘results.,  SIDO has also been

'oollaboratlng in transferrlng new knowledge developed
- by these Research.lnstltutlons = 1ndependentlyuof S5IDO

% to the small‘entrepreneurs. .SIDO'ahd other'SME

~“support - institutiéns can ° collaborate with these

3
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transferrlng new knowledge to the small 1ndustr1ale"

fsector. leen ~the capac1t1es at  NCSR and’
Universities, there is RO need to dupllcate phys;cal_

research fa0111t1es.

With regard tO‘ external transfer of téchnology, .

industrial n_attachments ) under - which small

entrepreneurs work at advanced factorles

for some tlme are ueeful- both on the local and,‘
'internatlonal level 'SIDO and other ‘support
1nst1tutlons can arrange these.facllltles.. On the
local scene,- large-.lndustrles-_can .collabOrate by‘;

making their facilities available for short-term

attachments  (practical  training) = of = small

entrepreneurs.’

: Strénqthenind'Industrial.Culture

weakneSSesA‘in ' industrial culture are generally'
reflected in poor technology, lack of self confldence'
at -individual and national level ~in  industrial

1n1t1at1ves lack of publlc and commer01al support for

: local_lnventlons, low level of 1oca1 1nvent10ns low

tecbnical competence, lack = of venture capital;

excessive barriers - to credlt ' facil:.t:.es°

'Unfortunately, these factors are not merely symptcms
'but also actlve cause of poor lndustrlal culture and

'general underdevelopment -

b A number of entrepreneurs have exhlblted hlgh
_wcreatlv1ty in 1mprov1ng, adaptlngr and even maklng'
'iorlglnal J de51gns and (or)  fabrications  of -

:tequ1pment.

and‘produCtion prOCeSSes. The research Centres have

done a commendable job in produc1ng formulae of new

products' based on . local resources,d de51gning 
approprlate physical equipment; "But: the business
community has not. been active in commercialising
”-prcductlcn of these new equlpment or consumer. products7

even though there is demand for these products and
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':they' involve teohnlcally and - commerclally viable

prOjects. This 1s one example of an unsatlsfaotory o

'1ndustr1al culture. _
'\The 1ssue of 1ndustr1al culture is too complex to be

oovered here adequately, but we oan 1ndlcate here some'

basic requlrements _ for a851st1ng small scale

"entrepreneurs in broadenrng thelr perspectlves in

'1ndustr1al aotlv1t1es. ' SIDO has been “active in'
runnlng technloal oourses Wthh Show peOple - both
'potent1a1 and actual entrepreneurs - how to make

_certaln_ products based on 1mple 1and avallablet
"technology and looally available raw ‘materials. Such

tralnlng must be 1inked w1th other support serv1ces”

1nclud1ng Flnan01al faollltles if 1t is to result in

. commercial production of these new. products.
'LCoordlnatlon or collaboratlon with many prlvate and |
:'publlc 1nst1tutlons is required if we are to 1mprove

our natlonal self confiderice 1n our oapaclty to-

1mprove the range and quantlty of . our_ 1ndustr1al

-j‘act1v1ty

" Ancillary Relations Between Large and Small Industries

'?whlle “sOme. oompetltlon between large' and small
5rndustr1es 1s 1nev1table and 1ndeed desmrable there
:1s substantlal scope for mutually beneflclal an01llary
-relations under Whlch large 1ndustr1es Subcontraot*:
'7sma11 1ndustr1es to manufacture SPares components '
“and even flnlshed consumer‘ goods SIDO has been;

'”Jactlve" in“] 1dent1fy1ng possibilities . for such

relatlons.' Our research 1nd10ate tremendous scope for

'_such relatlons, for the motor assembly plants ‘Manga
| “Battery, Luangwa Bloycle plant ~the Mlnlng group
o operatlng DlVlSlons the large companles 1nclud1ng the

retall chaln stores

iAnclllary' relatlons are ‘the basmo strategy of . b1g
tJapanese Industrles and’ Indlan Industrles.V Th these
-countrles the" blg (parent) oompany often prov1des the

vphysrcal facilities mainly equrpment and sometlmes
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-factory_shades;_basic-designsf'and'assistance with

'queiityg-_contrel . and training. of the ) small
'entrepreﬁeur; The'entrepreneUr‘e_ reepon31b111ty is
to produce according to the. speclflcatlons of the

'parent company.

In Zambia, large industries can benefit“from active

ancillary relations. SIDO, can help in 11nk1ng small

' entrepreneurs with large ones.

CONCLUSION

‘In most. ‘African countrles SMEs constitute the most

dependable_anq_strateglc sector for OVerali social

‘economic development. Unfcrtunately} due +to. poor.
effective ‘political. welght of- the people 1nvolved in
- this sector, the S$ME sector usually fails to get. the

level of publlc funding that is GommenSurate Wlth the

sector s economlc 1mportance.

Due‘to‘fihanciel and technological difficulties, the

induStrialisation process in most African  countries

cannot reallstlcally be premlsed on large industrles -

it will 1nev1tably be based on SMEs.- The potentlal

of SMEs is tremendous, but a lot of support neads to
.- be given to the sector before - it can play its
_meanlngful role in social economic development. .

. There is need‘ for. direct Governmeﬁt lnterventlon
_through a: publlc 1nst1tutlon that can give a package-
- of essential support serv1ces which in the case of
_Zambla 1nclude ucredlt, management and -tralnlng,.

tflnduetrlal estates technology support Serv1ces, ahde

a sound pOllCY env1roment.- The publlc 1nst1tutlon '

‘rmust llelse w1th and if necessary fa0111tate

coordlnatlon of NGOs and - - other institutions that

-render serV1ces “to SMEs.-; The challenge for . the.
ﬂZamblan government is. to eneure adequate flnan01al and

VpOlltlcal support. for SIDO and the SME sector.
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