Text: Mari Lotvonen

Impact assessment report on the Finland - South Africa Association’s Project:

Developing Micro Entrepreneurship in South Africa 2005-2008

Introduction

Since 2004, several South African Non profit Organisations have conducted basic business skills training courses within the Finland South Africa Association (FSAA) project, aiming to enhance local economic development in South Africa. During July and September 2007, researcher, Mari Lotvonen, conducted an impact assessment of the FSAA project in co-operation with HOPE Africa, which is one of the South African partners in the FSAA project. The impact assessment report (128 pages) looks into the policy framework development for Small, Micro and Medium Enterprise (SMME) sector in South Africa as well as provides an overview of existing services for SMMEs. The impact assessment report provides the profiles of the South African partner organisations, explores the impact the FSAA project has had on South African partner organisations and the main focus of the report is on the impact the basic business skill training courses had had on beneficiaries. 
The Research
The research aims were to explore the impact of the FSAA project on the implementing South African organisations and the impact the basic business skill trainings had on beneficiaries. This article focuses on the beneficiaries who were trained within the FSAA project. The research population was 421 beneficiaries who were trained within the FSAA project between 2004 and 2006 and six organisations implementing the FSAA project in South Africa. The sample of 97 (23% of the research population) beneficiaries was selected by random availability sampling technique and the final response rate was 92%, in other words 89 respondents. Beneficiaries were interviewed by using a semi structured interview schedule and interviews conducted were either face-to-face meetings or via telephone. 
Profile of trained beneficiaries 

The main aim of the FSAA project is to provide basic business skills training to women, youth, unemployed and people living in disadvantaged communities and rural areas. From 421 beneficiaries 57% were women and 93% of women were unemployed. 43 % of the women were from rural communities and even 57% of women were from urban communities they were from informal settlements, where basic service delivery is still inadequate. 39% women were entrepreneurs before the training.
Considering youth, 60% of the trained beneficiaries were youth, 35 years of age or younger. 54 % of the youth were women and 28% of youth were from rural communities. 94 % of the youth were unemployed and 24% were entrepreneurs before the training. Even 72% of youth were from urban communities, most of them were from informal settlements. It follows that from 2004 and 2006 the South African partner organisations have trained beneficiaries that the FSAA as well as the South African government identifies as the most vulnerable groups regarding poverty alleviation and economic development, namely women and youth.  

Promising Results

Interviews with 89 beneficiaries provided insights on the impact that the trainings had on beneficiaries and their businesses. Regarding the basic business skills courses, 98% of the respondents considered the courses to be useful. The most commonly stated benefits from the course were business management, money management/bookkeeping and profit making/pricing.
Just over half (55%) of the respondents were entrepreneurs at the time of the interviews and 24% of these entrepreneurs started a business after the training. Almost half of the enterprises (49%) were formally registered businesses of which 22% were registered after the training. Another half (49%) of the entrepreneurs operated survivalist businesses, of which most were based in rural areas and were operated by women. The finding that just over half of the survivalist businesses (54%) were started after the training suggests that the training broadens beneficiaries’ options on how to make a living and therefore creating sustainable livelihoods for entrepreneurs and their families.

Regarding the business income benefits the most common benefit was that entrepreneurs were able to make a living and many respondents told that now there is ‘less suffering’ indicating that the income the business is able to generate is significant for them. Figure 1 illustrates the income benefits that respondents expressed as the most important. 
Figure 1 Income benefits by SMME categories (n=49)
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As Figure 1 illustrates, 24% of the entrepreneurs used the business income for the business suggesting that they are planning to grow their businesses. The finding that eight businesses are operated even they were not generating any income at the time of the interviews, suggests that people are committed to their enterprises. On the other hand, the finding that six survivalist businesses did not generate any income is an illustration of the challenging conditions in which they operate. For instance, in rural areas most of the potential customers are dependent on the government social grants as their main sources of income, and that income is likely to be spent on everyday necessities such as bread and milk rather than luxury items such as cool drinks or sweets. 
The fact that customers do not pay was the biggest challenge for survivalists businesses as illustrated in Figure 2. Oftentimes survivalist entrepreneurs sell goods for credit because they know that customers do not have cash, and expect to get payment when the customer receives his or her social grant. 
Overall, regarding the challenges that the entrepreneurs have to deal with, only 34 entrepreneurs had some problems in running their businesses. Figure 2 illustrates the challenges that the entrepreneurs had.
Figure 2 Business problems by SMME category (n=34)

[image: image2.emf]0 1 2 3 4 5 6 7 8

Finances

Customers don't pay

Crime

Government red tape

Expensive transport

Marketing

Seasonal business

Other*

Survivalist (0) Micro (1-5) Small & Very small (6-100)


In brackets () number of employees each SMME category has
*Other includes problems such as government red tape, personnel, no electricity or storage space and bookkeeping. 
Problems related to business finances and access financing was the most commonly expressed problem. Only survivalist entrepreneurs stated an expensive transport as a challenge. One contributing factor is that especially rural entrepreneurs have to rely on expensive public transport when travelling to the nearest city or town to buy supplies. Often the nearest city is over 30 kilometres away.  
Start up funding
Since access to finances is a challenge for many starting entrepreneurs, a new aspect in the FSAA project is a process of providing a start up awards to beneficiaries. Start up awards are provided in a form of a gift, in other words equipment or materials for the business or as a lump sum of cash for the business, not exceeding R800 (about 70 Euros) per entrepreneur. The first start up awards was awarded in 2007. 

In order to explore the impact of start up funding for businesses, the research explored the potential impact of start up loans for the businesses. The findings indicate that the entrepreneurs (20%) who used start up funding for their businesses are likely to be formal businesses compared to enterprises that did not utilise start up finances. Figure 3 illustrates differences between businesses that used start up funding and businesses that did not use start up funding.  

Figure 3 Impact of start up finances on businesses (n=49)
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Interestingly, start up financing does not seem to impact on enterprises ability to generate income since 90% and 82% of both enterprise groups have business income. Regarding the income amount, the start up financing does not seem to guarantee higher business income since average weekly income for businesses that used start up finances was lower than for others businesses. Since the first start up awards were given in 2007, the next two years will provide valuable information on the impact of start up awards on enterprises. 
Mentoring

Another new aspect of the FSAA project is mentoring, which became a formal part of the FSAA project only in 2007. Before 2007 mentoring and follow up was done on ad hoc basis and depended on the organisations’ mentoring strategies. However, the findings indicate that the respondents who received further assistance after the training are more likely to become entrepreneurs than not assisted respondents, respectively 29% and 12% therefore illustrating the importance of the mentoring process. Figure 4 illustrates the potential impact of further assistance to beneficiaries. 
    Figure 4 Further assistance (mentoring) by business ownership (N=89)
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Considering that the offered basic business skills training is a five day course and the fact that most of the interviewed beneficiaries do not have a formal business education background, the importance of mentoring and further assistance after the training are likely to be significant in enabling entrepreneurs to either start a business or further improve their businesses. 
From the beginning of 2007 South African partner organisations have mentored trained beneficiaries from three to twelve months. It will be exciting time for the FSAA and the South African partners to explore the impact of structured mentoring strategies on beneficiaries and their businesses in 2008 and 2009.   
Conclusion
The impact assessment shows that the FSAA project is making an impact on beneficiaries’ lives, by widening beneficiaries’ opportunities to make a living, by providing skills to start a business or by providing skills to entrepreneurs to grow their existing businesses. Stronger focus on mentoring beneficiaries and an opportunity to provide start up awards are indications that the FSAA project can adapt based on the needs of the beneficiaries. 

The current six South African organisations that implement the FSAA project in South Africa have the capacity to provide basic business skills training as well as other skills training to variety of communities around South Africa. Furthermore, the process that the South African organisations have gone through with the FSAA since 2004 is an illustration that the organisations are committed to continue the partnership with the FSAA and to make a conscious effort in order to impact on the Local Economic Development in South African communities.        

Considering the limited number of existing research on SMME sector and around sustainable livelihoods concept, the FSAA project provides an excellent opportunity to collect information on the SMME sector and about sustainable livelihoods. The collected information and research thereafter would be an ideal platform to influence on policies and strategies regarding SMME development in South Africa. 
For any further questions, please contact Leena Marsio (leena.marsio@saunalahti.fi) or Mari Lotvonen (marilotvonen@gmail.com) 
Mari Lotvonen has been living in Cape Town since 1997 and has a Masters Degree in Social Policy and Management from the University of Cape Town. She has been involved in with the FSAA project on a part-time basis since 2005.






