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Introduction

The nature of things and the society we live in is a true cauldron of varying experiences.   Some of the experiences are carefully engineered to suit past or anticipated situations.   On the other hand, they may simply be a direct or indirect response to obtaining circumstances, especially in the informal sector where the survival instinct has a tendency to rule supreme.   This is particularly the case in the arena of business, commerce and economics.   One such lesson is borne out by the evolution and co-existence of large-scale enterprises alongside small and medium scale enterprises.   Each one of them irrespective of size and location plays an important role, no matter the configuration adopted.   However, much depends on the way each performs in its own sphere of influence since each operation is capable of either contributing or retarding economic prospects, negatively or positively.


The question of impacting positively is what is most crucial, given the fact that every economic activity in most of these countries, must be destined to contribute to employment creation and poverty reduction and not otherwise.   Implied in both concepts is the need for overall economic growth and development, as re-amplified at the conclusion of this paper.


A great number of large-scale enterprises start or started either as small or medium scale enterprises (Cain & Boas: 1997).   Ample evidence thus also exists that show why not all but some of them have been able to reach a higher status (large-scale), and at times, relatively faster than their counterparts.   Similarly, it is easy to explain why some among them have failed to go beyond their original or initial status.   In other words, can such developments be due to a deliberate choice or otherwise?   Had we to indulge in romanticism we would then enquire into what might be some of the benefits that compel some enterprises to prefer to remain being referred to “as small or medium scale”?

Subsequent chapters will attest to why change of status is at times not possible or takes too long to come by.   Many a times, it is by choice and not so much because of ultra motives or satisfaction of an evolution theory that assumes that anything small must ultimately progress to the next higher stage.   Perhaps this is a luxury that can be best indulged in by SMEs that operate in the formal rather than the informal sector setting?   There are however, many that do not subscribe to the above point of view.   They have as much ammunition as their opponents and can prove beyond reasonable doubt the merits of remaining small or otherwise than would be the case for those enterprises that chose to change into the upper echelon.   Would Schumacher’s advocacy of “Small is Beautiful,” drawn on the early Indian economic experience be one such strong point in their favour?


Granted, a great majority of small and medium business enterprises are constrained to progress further than their original status by various considerations.   There are certain realities associated with each operation and the circumstances thereof, that individually and collectively, may make it impossible to achieve the desired progression over a certain given period.   Not least of these include a lack of capacity and inability to access training opportunities required to be able to take advantage of the envisaged environment.   At times, the product in question may not render itself to such a change.   In other instances, the restriction may be due to technological considerations.   It might also be a question of distinguishing whether those changes are supply-driven or demand-driven as each has its own associated implications.

 
Perhaps it is opportune at this point, and before concluding this brief introductory section to stress yet another important aspect of SMEs that include a number of common elements with their counterparts – the large-scale enterprises.   One such typical example is the area of emergence and sustainability of the enterprises, irrespective of size, location or sophistication as much depends, among other things on entrepreneurial capacity(s).   The same is true with regard to the issue of conceiving the idea; mobilizing required resources (material, human and financial) including, allocating them efficiently, productively and profitably.   To say the least, this is a litmus paper test of the extent to which capacity may have been built by way of result-oriented training programmes(s).   Enhanced training speaks well about capacity building in sustaining the operations and ensuring the SME remains competitive.

Fundamentals of Capacity Building and Training Programmes for Small and Medium Enterprises

The evolution and development of Small and Medium Enterprises in most Non-Aligned Movement (NAM) countries, and in Africa in particular, has followed a similar pattern.   Thus in the aftermath of colonial rule, African countries with little or no exception, adopted various strategies that were aimed at supporting SMEs.   One of the main compelling reasons, at the material time, was the need to correct the existing economic and commercial imbalance, a legacy of the colonial era.   It was an open secret at the material time that the formal sector and large-scale enterprises were exclusively reserved for the non-indigenous population.   It did not therefore make sense under those prevailing circumstances to assume correction of the situation would take come about by way of existing market forces in the long run?   Not even John Maynard Keynes would have permanently subscribed to the logic of there, “being a solution to every problem in the long run” had he fully appreciated the parameters under of the colonial economic setting.   To his credit was the acknowledgement of “many people not living long enough to see, let alone benefit from results that come in the long run”.

An important common feature also manifests itself in the fact that SMEs are found in both the formal and informal sectors.   Perhaps it is partly in the light of the above, SMEs provide good grounding, for experimentation on how to manage latter, big or large-scale economic activities.   It goes without saying therefore that capabilities built in the early stages and especially through well targeted training programmes become a good foundation in enhancing economic growth and development.   Over and above, there are several other advantages associated with SMEs.   Not least of all, SMEs do not require considerable capital outlay in the initial stages, as is the case with large-scale enterprises.   Most of the needed capital to jumpstart SMEs is provided from personal and/or family savings.

It is equally important to restate at the outset that SMEs are not a preserve of the informal sector alone to the exclusion of the formal sector. Granted they are relatively fewer, in the latter than is the in the former, partly because of the relative easy in which they spring up and also exit, since bureaucracy and laborious paper work is a luxury the system can ill afford.   Furthermore, SME relationship with clients last as long as there is business to be transacted.   The quality and standard of service provided and received can vary tremendously.   Each party is free to make its own individual decision, there and then with no or little obligation thereafter

At the same time, it is important not to gloss over the fact that SMEs, in the informal sector create difficulties for governments trying to manage the economy because many of those difficulties arise as a result of the temporary nature of some of them.   Some other are due to their avoidance of being identified or making themselves known to authorities even when there is technical assistance to be extended to them.

Thus to a certain extent, the preceding introduction has alluded to some fundamentals of SMEs, in a broader context of capacity building and the necessity of training programmes aimed at sustaining their competitiveness.   The analysis has also made passing reference to their likely expected contribution to overall economic growth and development.   It will be shown latter why and how enhancement of capacity building and tailored training programmes are well advised to take advantage of the inherent flexibility of SMEs.   In other words, envisaged programmes ought to emphasis blending strategies not only because of the SMEs’ inherent flexibility that allows them to adapt with relative easy to market requirements.   Rather, because it is important for each and every economic activity to be accounted for with a view to establishing their connectivity to the rest.   They are therefore quite suitable in assisting with furthering diversification policies and this is later illustrated with regard to out grower schemes in the area of agriculture.
A revisit of what has taken place in Botswana on this front is fairly representative of similar developments in most other African countries (Chileshe: 1986).   Their respective government actions go a long way in demonstrating a determination of translating policies on business incubators into practice.   It was to that end also that the Botswana Government in 1974 established the Botswana Enterprise Development Unit (BEDU).   This was soon followed up with the setting of the Rural Industrial Office Cadre Programme and a Business Advisory Services.   After which in 1975, the same country, created, the Rural Industries Innovation Centre (RIIC), a subsidiary of the Rural Industries Promotion Company Botswana (RIPCO (B)).

What happened with regard to BEBU was similar to Kenya’s Industrial Estates Limited (KIE), or Zambia’s Small Scale Industry Development Organisation (SIDO), or Lesotho’s Basotho Enterprises Development Corporation (BEDCO).   Suffice to reiterate that setting up of such structures and the few others appended in this paragraph underlines the importance these governments attach to nurturing business incubators: 

Botswana 

Botswana Enterprise Development Enterprise (BEDU);

Botswana National Productivity Centre;

Botswana Technology Centre;

Malawi      

Small Enterprise Development Organization (SEDOM);

Malawi Entrepreneurs Development Institute (MEDI);

Development of Malawian Entrepreneurs Trust (DEMAT);

Mauritius 
Small and Medium Industries Development Organization (SMIDO);

Zambia     

Village Industry Service;

                     
Micro and Small Enterprise (MME);

                     
Small Industry Development Organization (SIDO),

South Africa 
Durban Manufacturing Advisory Council (DUMAC);


It is in the light of the above we cannot deny credit to early pioneers in these developing countries for having perceived and nurtured the idea of “SMEs as business incubators”.   They particularly focused attention on enabling the indigenous business entrepreneurs to enter the fold of competitive business.   According to evidence on the ground, the original focus has not drastically changed to this day and age.   What may have changed is the seeming emphasis on capacity building and tailoring training programmes, taking into account observed new demands of commerce and other economic activities.   Perhaps also there are changes to exclusivity of non-indigenes, due to subsequent pursuit of privatization policies.

It has since dawned on most authorities in the NAM member countries, based partly on gained experiences coupled with knowledge from the various deliberations at their meetings where they continuously remind one another about the virtues of helping to sustain operations of SMEs.   These are reiterated as likely to bring with them positive results in the short and medium as well in the long-term (XIII Ministerial Conf. Para 229).   Based on experiences of countries that have travelled the same or similar route, it is evident that sharpening business acumen per se is no guarantee on this score, given the fact that global effects know no boundaries.   Furthermore, many a times, they are difficult to predict even within a respective local environment.   Nonetheless, most authorities as earlier stated, have become alive to the fact that the SME sector must be assisted to have the capacity to react to changed circumstances that include the introduction of e-commerce and the sophistication thereof.

The issue of training required for most SMEs is more often than not, less complicated, especially in the informal sector than is the case in the other counterpart sector.   It also tends to be less sophisticated and therefore likely to be accessed by a large number of people with a semblance of native business acumen.   Most of it is provided at relatively less cheaply and in makeshift structures that do not require a big labour force.   However, this need not be taken to imply that SMEs are an insignificant contributor to employment creation, if the Zambian experience is anything to go with.   To the contrary, in Zambia, the informal sector provides more employment opportunities than the formal sector.


There are yet several other questions that need addressing in this area.   Not least of all, include establishing the sort of capacity building and training programmes that would be most suitable because SMEs are quite diverse and have to answer to different situations.   As earlier stated, some of them are supply-and/or demand-driven in spite of the fact that the latter seems to hold a much higher premium than the former.   Others on the other hand, arise out of the necessity to survive, as is in cases where the formal sector is unable to generate enough employment opportunities.


This latter observation accounts for a large proportion of SME activities in the Zambian informal sector.   Matters were made worse in the aftermath of abandoned induced (World Bank and International Monetary Fund) Structural Adjustment Programmes (SAP) followed soon after, by rapid privatization of parastatals.   When parastatals ruled supreme in the Zambian economy, SMEs were part and parcel of some of the tools government used in creating employment in the formal sector.


Perhaps an illustrative list of economic or commercial activities favoured by SMEs can better explain the relevance of the desired capacity building and attendant training programmes.   The list is endless.   It encompasses almost every conceivable economic and commercial activity.   Furthermore, many of the activities are by a very wide range of artisans, some of who are products of formal training institutions.   Others on the other hand, have simply graduated by way of on-the-job training or by trial and error.   

Reasons for their success for some of them are a direct or indirect result of catering for clients who find services provided by SMEs in the formal sector either unrealistically expensive or out of tune with reality or both.   At times, it is because large–scale providers of such services, are inflexible as to the times that best suit their clients.    Activities and services in this category are quite diverse.   The list is endless and includes among others: the repair of various machineries like the “open air car repair garages” (in Kiswahili called “jua kali”), fabrication of body parts, metal and steel items of very high standard and quality.   The construction of dwellings of all manner and shape, mining of precious stones, quarrying, production of building materials, furniture, garments, catering and farm produce including those in the out-grower schemes, to mention but a few such exhalted examples.

The Art of Blending Capacity Building and Training Programmes for Small and Medium Enterprises
Zambia, at independence in 1964 and until about two decades ago, was one of the most prosperous countries in Sub-Saharan Africa.   That envied scenario changed drastically seven years down the line, in 1997, when poverty soared to about 73 per cent from about 69.7 in 1991.   The country had little option thereafter but to join the ranks of the Least Developing Countries (LDCs).   Another somber revelation is that a majority of the rural and urban poor in the country earn their livelihood from small-scale agriculture, fishing and a variety of other informal income-generating economic activities.   However, these economic activities tend to be short-term, seasonal and poorly rewarding and therefore exacerbate their economic plight.

Focus on the new role to be played by SMEs is part and parcel of the country’s other national strategies.   Hence “stress on empowering the people” by way of capacity building and training programmes is part of Zambia’s overall strategies.   The government has clearly enunciated most of these strategies in the National Poverty Reduction Action Plan 1991 – 2004 that was preceded by the Poverty Reduction Strategy Paper 2002 – 2004.

Available evidence attests to the fact that SMEs are still run in the same way they were run in the past.   In other words, past efforts by respective governments and non-governmental institutions in terms of affording SMEs with technical support, marketing and funding have in Zambia and certain other developing countries, failed to yield the desired results, for reasons not always easy to explain.

This seems like a better point of departure on the envisaged “art of blending capacity building and training programmes for sustaining SMEs.   Needless to say, in most developing countries like Zambia, they are burdened with a myriad of economic problems.   And what with trying to cope with poverty reduction, diversification from being highly dependent on mineral (copper) production, and rising unemployment in the formal sector?   Added to the above, are problems created for the economy by the HIV/AIDS pandemic whose devastation knows no boundaries in crippling the capacity building structures at the core of trainers and those empowered to run the SMEs?

The list of problems needing solutions within the context of capacity building and training programmes in which SMEs can play an important role has been escalating instead of diminishing.   It then becomes a question of establishing the extent to which the instrumentality of SMEs can in the short, medium and long run be relied upon?   Hence, the urgent need to carefully blend capacity building with training programmes to that end.

Yet more evidence on the ground conclusively recognizes the fact that in a majority of developing countries, SMEs taken as a group are responsible for producing an overwhelming proportion of their respective national production.   The Zambian experience in the aftermath of SAP and in the wake of the rushed privatization brings forth the reality of SMEs, especially in the informal sector where they are the largest provider of employment opportunities for the population.

Why and how is it that training programmes are essential ingredients in enhancing the competitiveness of SMEs?   Part of the answers are to be found in the way governments of most developing countries devote so much attention to creating enabling environments by setting up various training schemes to improve the overall performance of SMEs and other economic actors.

Training programmes geared at helping business incubators are likely to achieve their objective as long as they are able to accommodate change.   It is imperative that training programmes advocate management structures with built-in flexibility.   Drawing on the African experience, we can site as one obstacle, a lack of appreciation of certain important elements that led to havoc, in spite of enormous resources being put at their disposal.   For instance, overbearing political interference somehow contributed to derailing many a good training programmes.

Other experiences also in the same area reveal that certain training programmes aimed at enhancing capacity building tend to narrowly concentrate on helping to overcome specific constraints.   The end results after training, are not quite encouraging, especially in situations not exactly as were anticipated.   It is possible for solutions to be found if training programmes, putting greater accent on capacity building were to realise that they are unlikely to provide a universal solution in this area.   What is crucial is for the training programmes to ensure the SMEs are able to contain difficulties of access to credit, raw materials, business promotions, as well as fight off any lack of clear government policy support to development of entrepreneurship and skills.

The challenge faced in designing and tailoring training business incubator programmes can be enormous.   These problems are not insurmountable in spite of the extreme diversity of needs reflected by the wide range of products and services.   Unless these constraints are properly factored in the training programmes, any other approach would, to say the least, be an exercise in futility.  As earlier pointed out, governments in NAM member countries have an obligation to support training programmes that enhance the capacity of SMEs.  After all, most programmes by institutions that render support to SMEs already place a lot of emphasis on elements of skills’ transfer and management improvement.

Developments on this front as demonstrated in the case of the government of Botswana are sufficiently illustrative of what has been happening in this area in most countries.   These illustrative examples of attempting to foster small and medium enterprises recognise the role of technical support to business incubators.   The same course of action formed part and parcel of efforts in diversifying and improving productivity, given the fact that small, medium and micro enterprises (SMMEs) are to all intents and purposes, engines of growth.  These enterprises have the potential of creating wealth and entrepreneurship.

Certain recent developments in some African countries give greater credence to the instrumentality of SMEs where capacity building and training programmes have been properly blended.   Thus some Lesotho business incubators have penetrated the United States of America market with their textile exports under the African Growth and Opportunity Act (AGOA).   There is no reason why others with different products cannot achieve similar results if they followed the same course of developing capacity building and training programme(s)?

SMEs in most developing countries (Lall: 1993) would be able to take advantage of market possibilities when armed by enhanced capacity, gained through purposefully oriented training programmes.   Otherwise, funds made available to them in the absence of that capability would not be optimally utilized.   Similarly even available market opportunities would go begging until and unless, SMEs are able to take advantage of the situation.

At least the following illustrative areas based on the Zambian experience, seem to be in the right direction as that of Lesotho above, in terms of blending capacity building and training programmes for SMEs. The more so since they also embrace the virtues of diversification and poverty reduction.

(a) The Essence of an Enabling Environment

Prospects for SMEs like any other economic activity or strategy require an enabling environment that includes provision of good infrastructure.   The Government with the support of an external cooperating partner resolved to use SMEs to provide infrastructure services of road construction and maintenance.   Under the project, capacity building and training are blended together.   SME participants are supplied with all necessary equipment on a loan-basis, repayable from the work undertaken during training.   Participants that successfully complete the programme retain the equipment.   They are also retained to undertake road maintenance as contractors of the local authorities.   This experiment has had some success in the Eastern part of the country


(b) Small-Scale Mining

There very good reasons for including the role of SMEs in the country’s mining sector.   Zambia is less known for its precious minerals’ potential.   Rather, it is the country’s large-scale mining and production, especially of copper, cobalt and not very long ago – zinc, vanadium and lead that Zambia is famous for.   With the passage of time, the ore bodies of some of these large mines have started to wane.   For instance, the Broken Hill (Kabwe) zinc, vanadium and lead mine started operations in 1902 was shut down after nearly 65 years of operation, as soon it became clear that the ore was depleted.   Some other Zambian copper producing mines threatened with a short lifespan will eventually be abandoned in the same way.


There are also other threats to Zambia’s copper production and exports apart from escalating production costs relative to other world copper producing countries, already weighing heavily against Zambia’s copper future prospects.   The threat poised by technological advancement can not be underrated, especially were it make it possible to reduce demand and consumption as a result of discoveries and mining of the same in the countries that are Zambia’s main importers and consumers.


It is therefore imperative to encourage SMEs to participate in the diversification exercise by among other things, being active in exploitation of precious stones.   After all, Zambia has an abundant amount of precious minerals of very high quality.   There is more than ample evidence of a big market out there for Zambian precious minerals, especially her “blue diamonds like emeralds”.   These are already being smuggled out of the country and sold on the streets of several developed countries.   The Government is therefore putting in place capacity building and training programmes aimed at assisting SMEs.   In particular to enable them access financial resources, locally grade the precious stones instead of being exported in raw state.


(c) Out Growers Schemes in Agriculture

Agriculture and its many manifestations in Zambia is the second most important economic activity in terms of employment creation, income generation, cutting down on demand for foreign exchange needed to import food, supply of needed industrial raw materials, to mention but a few such crucial examples. 


The concept and putting into practice out grower schemes has given a major boost to SMEs in agriculture.   The programme was initiated by the private sector that incorporated capacity building and training for those SMEs that chose to participate in the scheme.   The large-scale farmers in question train SMEs in the “out grower” scheme” on best methods of cultivation, harvesting and preservation of the crops in question.   The former also provides most of the inputs and supervises disease control and harvest timing.   The produce is then graded and sold in bulk to supermarkets overseas.   The arrangement works well for both parties and the nation as a whole.   The same pattern is also practiced by the country’s large sugar cane producing company.


The bottom line is for SMEs in this area not only to increased in numbers but also, like their other NAM countries’ counterparts, they must increase the areas under cultivation.   Such action will enable them increase the earned income-and also ensure Zambia’s constant supply to its overseas export markets.   This is a good example of blending capacity building with a result-oriented training programme.

Concluding Remark
These are but a few examples that demonstrate how SMEs in Zambia and also in many other African and NAM countries can derive benefits from capacity building (UNDP: 1997) if taken in conjunction with result-oriented training programmes.   Similarly, for those that focus on enhancing the competitiveness of SMEs.   The analysis has cited examples of SMEs that have had the opportunity to participate in and benefit from capacity building through result-oriented training programmes.   Nearly each one of them has not only directly and indirectly benefited but has in turn positively contributed to their respective country’s diversification endeavours.   They have similarly, participated in strategies of poverty reduction and employment creation, be they initiated by the private sector or in partnership with the governments.
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