	LEAP PCR


	Country:
	South Africa
	Project Title: 


	LEAP – previously known as “Promoting a demand driven approach to SMME development in South Africa”

	Project Officer:

Organisation:
	David Sanderson
CARE International


	Project Start Date:

Project End Date:


	April 2001

September 2003




1. Introduction

Since 1994 SMME
 development has been seen by the South African government as one of the strategies of redressing the social and economic inequalities of the past.  SMME development is one of the key broad strategies adopted by the government to address poverty and unemployment.  Several institutions were initiated to stimulate SMME development in South Africa, namely, Khula Enterprises – a finance wholesale organisation that lends money to retail micro finance institutions.  Another organisation is Ntsika Enterprises – that is focused on the provision of wholesale BDS services to BDS organisations and to local entrepreneurs.  The two institutions are government created institutions that function at wholesale level and they have been mandated, together with other similar institutions, to stimulate enterprise development, particularly for communities that were historically disadvantaged.
In the process of stimulating the SMME development, several weaknesses were identified that are reflected in the 1995 government’s White Paper on “National Strategy for Development and Promotion of Small Business in South Africa”
.  The following problems were identified in the White paper:
· Lack of capacity to operate businesses efficiently and profitably,
· Limited availability of start-up and expansion capital,
· The lack of an enabling legal and regulatory framework in which the SMMEs can operate effectively; and

· Limited access to markets and information on business opportunities.
With the implementation of the White Paper, there was an increasing awareness from both the government and the non-government sector that solutions proposed to overcome constraints to growth, expansion and sustainability to the sector were neither adequate nor effective.  CARE South Africa-Lesotho conducted two studies on the SMME sector.  One focused on the broader sector review and the second one focused on the micro finance institutions.  The study identified the following inherent weaknesses within the sector
:

· The lack of a framework for articulating SMME support requirements (e.g. training, access to markets, information or finance), leading to supply-driven, an oversupply of certain types of technical skill and businesses, and as a result, the prevalence of low-margin, highly competitive enterprise existing at the survivalist level,
· The lack of capacity to collect and analyse local economic and household level data that could define viable local business and market opportunities,
· Few successful models for linking micro—finance to business development services in a coordinated and complementary manners within a given locality, and 

· The prevalence of institutionally weak service organisations with limited prospects for sustainability.
The study also highlighted that most of the local micro-enterprises in the survivalist sector are one-woman economic activities with limited prospect for growth.  Addressing constraints that enable such people to break out of this model require more than an ability to prepare a business plan, which is where most of the business development services courses start. 

In the context of the outcomes highlighted by the study, CARE sought to develop a demand-driven approach to enterprise development that will articulate opportunities and constraints in the local market for enterprise development.  The approach would provide the BDS organisations with the following competencies:

· The ability to analyse the local economy so that market and business opportunities can be identified,

· Enhance micro enterprise’s abilities to articulate support needs and for BDS organisations’ ability to understand the capacity required to provide this support,

· The ability of the BDS organisations to provide one-stop service (i.e. for both BDS and MFI services) in a coordinated manner, and

· The ability to monitor and report impact, and use such information to improve their effectiveness

The project largely followed the original log frame.  There were few changes though, for example;

· There were problems with partnership formations with implementing organisations.  The original organisations who were part of the original project documentation, withdrew their participation in the pilot project.  LEAP had to establish new partnerships.  The process of partnership formation delayed the implementation plan of the project.  One of the new partners i.e. Financial Services Association (FSA) collapsed due to management and finance problems.  LEAP had to find another partner who could replace FSA.  FSA was then replaced by Akanani LBSC.

· Due to infrastructure in rural areas were LEAP piloted the project, Information Technology based information system could not be developed. 

2. Performance against the Log frame
	Outputs
	Indicators
	Milestones
	Progress
	Score
	Comments

	1. Village level market information piloted with micro-enterprises
	Village level market information system
	1.1 Household Livelihood Security Assessment (HLSA) and Local Community Economic Audit (LCEA) methodology developed
	The HSLA was adapted, a framework for collecting and analysing local market information developed.  The framework was then used to develop the LCEA approach/methodology using the action research tools.  Training materials have been put into a manual that could be used in the facilitation of the LCEA.
The LCEA, basically, facilitates the collection local market information with a few a view of identifying local market opportunities and constraints.  Having identified opportunities and constraints, products and business activities are then developed that respond to market demands.  BDS and MFI can subsequently develop products and services that respond to the market demands and needs specified by local entrepreneurs.

LCEA also facilitates the collection of information for the local economic community profiling.  The advantage with the LCEA is that it is a low capacity based approach that could be used by people with low levels of education with help from a technical facilitator. 
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	· The LCEA approach was developed using the HLSA framework and tools.  Action research tools were critical in the development of the approach.
· Outcomes of the LCEA processes were tested at the local level and piloted with local entrepreneurs in both local sites.  In Mbazwana it was local entrepreneurs involved in Income Generating Activities.  The Bungeni pilot site mobilised the small scale entrepreneurs for piloting LCEA outcomes.

	
	
	1.2 LCEA and HLSA applied
	The LCEA was tested in five geographic areas.  Two in the Limpopo Province in partnership with FSA
 and Akanani LBSC
.  The LCEA was tested at Moletji and Bungeni Villages.
The LCEA was further tested in three villages in KZN
.  The methodology was tested at Mbazwana, next to Sodwana Bay; at Maphumulo, next to Stanger and at Ngcolosi, next to Hillcrest.  The testing and piloting was done in partnership with FSA and PAD
 .
The project experiences were documented through regular update and reports.  

During the process of collecting local economic information, certain livelihood constraints were documented.  Those that could be addresses through LEAP were attended too, others were referred to other relevant stakeholders through network formations, and others need further development, for example, the impact of HIV/AIDS on enterprise development and household economic survival.
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	· LCEA was tested in five geographic areas
· Documentation was developed for all LCEA processes

· The documented information consists mainly of the LCEA processes conducted at the local level, local market opportunities and constraints, other livelihood related information.

	
	1.3 
	1.4 Village Level Market information piloted 


	Information collected during the five LCEAs was collected and documented.  All documentation included all possible local market opportunities and constraints identified during the LCEA processes for each pilot area.  LCEA also enabled general profiling of the village i.e. some of the information collected is broad based, for example, information related to the local political situation.

The consolidated information would then be distributed to partner organisations and to different local stakeholders i.e. including local business people, local micro entrepreneurs, private sector, local leadership, government institutions and other NGO
s and CBO
s. 
The local market information enabled local micro entrepreneurs to pilot on some of the opportunities that were identified and the BDS organisations were able to develop support services responding to the gaps identified during the LCEA processes; for example, Akanani LBSC has developed services that respond to the needs of Spaza shop owners identified during the LCEA process.
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	· Implementing partner organisations (PAD and Akanani) were used to keep local market information for distribution to different local market players.  Thus the two partners were used as form of information distribution mechanism.
· Part of the LEAP information is in the CARE South Africa-Lesotho website.  The website needs to be updated to accommodate the latest LEAP lessons.
· What could not be developed was the Information Technology based information system that could be accessed locally.  Extensive investment in infrastructure is required to make the information technology based information system viable in areas were LEAP works.



	2. Implementing BDS organisation demonstrate improved institutional capacity to support micro-enterprises
	2.1 Pilot organisations demonstrate enhanced capacity in institutional and programme effectiveness
	2.1.1 Improved institutional capacity and effectiveness
	Initial assessments were done with partner organisations in relation to the organisations’ ability to pilot the LCEA.  The institutional assessment was not done in a systematic way.  At the time of doing the assessment, LEAP did not have access to partner institutional assessment tools.  The other contributing factor is that initial partners who were part of the original project proposal had developed other priorities, thus withdrawing their participation in piloting the LCEA.  Therefore, subsequent partners were not thoroughly assessed.  New partners had to be found who were willing to form pilot partnership with LEAP.  The criteria that LEAP used was; the organisation had to be willing to pilot with LEAP, willing to avail their infrastructure and resources for the pilot and prepared to take post LCEA pilot activities.
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	The umbrella body partnership model can be implemented.  The difficulty that comes with this model is that it requires longer time frames to develop and ensure its potential value.  It took a long time for partner organisation to align their activities to the outputs that were required by LEAP.  Even then, there were organisational structural issues, resource issues and staff capacity issues that became an impediment when facilitating change to partner organisations in line with LCEA outcomes.  One of the possible future considerations in developing partnerships is to work more with local CBOs, which are much more flexible in terms of organisational structure and are more willing to change.  The problem with CBOs is that they are less resourced and the skills’ capacity level may be very low.
A partnership model has been developed for LEAP’s future engagements on issues of economic development.

	
	
	2.1.2 Partnership model developed and applied
	Having not had a model upon which to build the partnership upon, the partnership model often evolved in the process of project implementation.  LEAP had three types of partnerships, the implementing partners i.e. PAD and Akanani.  These two partners have local village level presence.  

The second type partnership involved provision of complimentary services to implementing partners.  Partnerships that were developed were partners such as Kgabane Rural Jewellery project, Junior Achievement etc.  

The third type of partnership that is being developed. It is the partnership that is going to facilitate replication of LEAP.   This may mean the development of partnership arrangements with government institutions etc.
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	2.2 Mentoring and training relationships between SMMEs established 
	
	The responsibility of providing support and mentoring services is one of the services that the partner organisation is supposed to provide to local entrepreneurs.  LEAP also facilitated technical support to local entrepreneurs.
A series of training sessions were facilitated in partnership with partner organisations for local entrepreneurs, for example, there were sessions on product development, marker linkages, entrepreneurial management training etc.  All sessions were designed in response to the LCEA outcomes.
Training was not limited to theoretical sessions.  There was facilitation of market linkages and opportunities for local entrepreneurs to exhibit their products in different local and international events.

One of the partner organisations; Kgabane Rural Jewellery project has taken upon itself to continue playing the training and mentoring role beyond the LEAP pilot phase.  Kgabane has even open opportunities for some of the entrepreneurs to access training in countries such as India.
Continued mentoring beyond the LEAP pilot phase rests with PAD and Akanani.  LEAP will continue to seek ways of ensuring that there is continued support for local entrepreneurs.
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	Extensive mentoring and training was done with technical support from LEAP.  Continued mentoring will rest with LEAP partner organisation.  When resources are found for LEAP phase two, the present pilot areas will be used to develop LEAP phase two.

	3 Dissemination of documented methodologies and lessons learnt from pilot for possible replication
	Methodology and project findings distributed and discussed with at least three collaborating organisations
	Distribution of project findings and discussions on possible replications
	The entire information collected trough the LCEA from all pilot areas has been documented.  Dissemination of the methodology and lessons learnt has been done in the following ways:
· Distribution of information during meetings with key stakeholders in the country, for example, meetings have been held with organisations such as World University Services, Nelson Mandela Children’s Fund, and Tabeisa etc.  Private sector organisations such as Dadata, Telkom Foundation etc.  Different government institutions such as the Department of Trade and Industry, Independent Development Trust etc.
· Two dissemination workshops have been held, one at pilot area level i.e. at Mbazwana and a national dissemination workshop that had participation from BDS and MFI organisation, NGOs and government departments, and other government institutions.

All collected information is being reduced so that it could be distributed for replication. 
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	Extensive dissemination was done.  The dissemination processes should have been done more strategically to ensure the development of LEAP phase two and establishment of partnerships that could readily replicate the LCEA.


3. Performance in relation to EDIF criteria

a) Innovativeness 
The project was designed after an assessment done by CARE to address some of the SMME
 weaknesses identified by the CARE BDS and MFI study, particularly the weaknesses that could not be addressed by the conventional programmes. 

LEAP was designed as a pilot project that sought to develop a demand-driven approach to micro-enterprise development, by adapting tools and frameworks from HLSA
.  The approach would have a local economic framework of analysis, methods, tools and networking relationships to strengthen existing BDS organisations and programmes.  CARE sought to maintain its focus on poverty reduction whiles at the same time encouraging broad based market driven enterprise creation.
Having developed the LCEA framework of analysis, action research tools were used to be sector specific.  The process did not only end with the collection and analysis of information, specific opportunities were identified and developed with local entrepreneurs.  Network linkages were then created with several role players to ensure successful development of the LCEA outcomes.  The LCEA process is done before the development of a business plan for a specific a specific business activity.  Information collected during the LCEA processes has potential to be used for wider economic development issues.
b) Relevant trends
The project was started in a context of greater evaluation of the services that were generally offered by BDS and MFI organisations in the country.  At the time of starting the project, there was greater evaluation of training services that were done for the sake of training i.e. training geared towards achieving targets, defined in terms of numbers, rather than done to respond to identified market opportunities and constraints.  LEAP did not, however, seek to develop the Market Development Approach. Its design was based on the outcomes of the year 2000 CARE study.  The ultimate approach of LEAP was to come up with a framework, methodology and tools that could facilitate local economic environment analysis by a service provider.  The service provider could then develop products and services that respond to the environmental analysis.  If the LCEA was proved to be successful by the pilot phase,  the methodology could then be formulated and packaged as a product that could be marketed, any service provider or any other interested role player (in partnership with CARE) could then use the product for sustainability purposes.  It needs to be noted also that the Department of Trade and Industry is interested in discussing the approach with CARE.  If the department is convinced about the value of the approach, it could be integrated as one the approaches that will be used to facilitate enterprise development in rural areas. 
c) LEAP contributions to enterprise development 
The project was able to do the following:
· Develop a framework for local economic analysis and an LCEA approach that is used to collect local market information.  Action research tools and other tools have been adapted to facilitate the collection and analysis of the local market information.  Local market opportunities and constraints are then specified for enterprise and local economic development.

· Developed an approach that is able to do local economic profiling

· The approach is low capacity focused i.e. only facilitators need to have technical expertise.  Participants doing an LCEA, do not need to have high levels of education
· Post LCEA activities in pilot areas, responded to the outcomes of the LCEA rather than activities that were not influenced by local economic conditions

· The LCEA approach still has a poverty reduction bias i.e. ultimately the livelihoods should be improved of people who have been part of the LCEA processes

d) Immediate impact in project area
Refer to the enclosed Impact Assessment Report

e) Sustainability
The project has contributed to wider issues related to enterprise development.  It has raised awareness that successful enterprise development is linked to wider economic development issues.  There were several issues that were identified during the LCEA processes that were constraints to growth of local enterprises, for example, inability to access land for productive use by local women, legislative issues that inhibit successful enterprise development, gender issues, health like HIV/AIDS, low levels of skills, inability to access sources of support etc.  LEAP has contributed on how enterprise development could be approached in a longer term.  The life term of the project was too short to facilitate real economic impact for individual entrepreneurs.  What LEAP has done is to create possibilities for the people involved in IGAs to move to the next level of enterprise development.  LEAP has also identified various economic opportunities that if coordinated at the local and regional level, they would have a huge impact in the development of the local economy. 
The LCEA has a potential to be used in other local areas for enterprise development.  It has a potential for the identification of local market opportunities and constraints, local economy profiling, contribute to the Local Economic Development Strategies, enhance channelling of resources, creation of network linkages for sources of support and facilitate market linkages for local entrepreneurs and local economies.  All this ensure an environment that is conducive for enterprise development.

CARE’s partnership model ensures that mentoring will continuously be done by implementing partner organisations and other key role players.

f) Dissemination
CARE has been working with key stakeholders in South Africa for dissemination purposes.  Dissemination has been done through dissemination workshops with key stakeholders.  Meetings have been held with different organisations/institutions for dissemination purposes.  Key stakeholders have been classified according to the dissemination objective, for example,
	Organisation/institution/activity
	Objective

	Government Institutions
	· Replication 

· Prospective government funding

· Contribution to LED and IDP strategies

· Advocacy purposes

· Contribution to policy and legislation

· Possible adoption of the LCRA as an approach for LED and Enterprise Development

	Funding Institutions
	· For prospective funding

· For replication

· Adoption of the LCEA approach

	Other NGOs
	· For partnership formation

· For replication

· For adoption of the LCEA approach

	Private Sector
	· Partnership exploration

· Usage of the LCEA on their social investment programmes


Discussions are going on with several organisations that are willing to replicate the LCEA.  First, LEAP had to prove that the developed tool has value in the area of economic development, that it has a potential to be up scaled in terms implementation and impact, and that it has poverty and gender focus.  There is wider interest in terms of what LEAP has developed.
5. Summary

· Initiatives undertaken at a local level should be linked to broader economic development initiatives at regional and national level
· The level of impact is limited when project interventions are at a micro level.
· Networking and cooperation with key stakeholders is critical in ensuring successful enterprise development, particularly, if it has a poverty focus.
Scoring system for outputs and purpose

1 = likely to be completely achieved

2 = likely to be largely achieved

3 = likely to be partially achieved

4 = only likely to be achieved to a very limited extent

5 = unlikely to be realised

x = too early to judge extent of achievement










































































































































































































� Small Medium and Micro Enterprise


� March 1995


� Organisations providing support or services to SMME in the form of Business Development Services and or micro finance services


� Financial Services Association – an organisation that was responsible for the establishment and regulation of village banks in South Africa.


� Local Business Services Centre based in the Limpopo Province 


� KwaZulu-Natal


� Philisisizwe Association for Development – An umbrella organisation consisting of different locally based associations in KZN, Freestate, the Eastern Cape and Mpumalanga


� Non Government Organisation


� Community Based Organisation


� Small Medium and Micro Enterprises


� Household Livelihood Security Assessment
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