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This manual is the result of a six-year experiment to provide an econo-
mic on-the- -spot advisory service to small_ businesses m developlng
countries. . .

Theconcept arosewhen theauthor'sinterest was aroused by an invitation
to contnbute to courses for small business peéple ln Kenya. He soon

. found it necessary to visit small businesses and to attempt to assess their
R sntuat:onl diagnose their problems and devisé appropnate solugons .

- After some months, he evolved a standard approach which mlght fairly

4 easnybetaughtto studentswho could then provide some sort of elementary
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consultancy service to small enterprises.: -

Eventually:7 unempioyed school leavers were tramed to apply the system
which had been evolved. They worked for 6 months with nearly 200°small
bisinesses and succeeded in making a sngmfncant difference to the
management skills and profltablllty of the majority.

The- éoncept vas then taken up, by an American ‘organisation,

" Partnership for Productnvuty. and wag/applied on a wide scale in Western
Kenya. It has also been adapted, in part, by smalil enterpnse promotlon

organisations in Malaygsia. Brazil. Indonesia and Sri Lanka. Many of the

original ideas have been discarded, and others modified, for the system
is intended to be adapted to local needs. However, this manual provides
sufficient basic materidl to enable interested readers to adapt the system
to their own requirements. _ ' -

Organisations interested in rural develop{pent and the success of small
business as a necessary part of that development will find that this book
provides 'some solutions: to the perennial problems of small scale
entrepreneurs.
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Business School. He managed a medium:sized hardware business, manu-
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moving to the Uriversity of Nairabi in 1970 to the position of
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INTRODUCTION

This manual attempts to summarise the results of some
five years of experiments to provide economic on-the-
spot consultancy to small businesses in developing
countries. The initial stages of the work were carried
out in Kenya by myself and by Partnership For Fro-
ductivity, and some subsequent experiments have been
carried out in Brazil, Sri Lanka and Indonesia. The
results, and the technigues which have been daveloped,
cannot claim to be universally applicable, since every
country, and every type of business in every country,
is different. The emphasis is on adaptation and selec-
tion of whatever appears to be usefu! in a particular
situation.

Ny interest in this field started as a resuit of a
chance invitation to contribute to courses for small
business people in Kenya; it soon became evident that
the business people were learning very littie although
| was learning a great deal and | started to visit the
businesses themselves in order to attempt to assess
their situations, diagnose their problems and devise
appropriate solutions. It was possible to work with a
number of small businesses for some months and as a
result | evolved a standard approach which it was
suggested might fairly easily be taught to inexperienced
trainees who could thus provide the same sort of
elementary consultancy service.

After a year of trials with undergraduates from the

University of Nairobi, it was clear that they could
easily offer useful individual advice to small business
people, and in the following year seven unemoloyed
fourth form schoo! leavers were recruited and trained
to apply the system as it had by then evolved. They
worked for some six months with nearly 200 small
businesses and succeeded in making a significant and
measurable difference to the management skills and
profitability of the majority of their ‘clients’.

At this stage the concept was taken up by Partner-
snip For Productivity and was applied on a fairly
extensive scale in Western Kenya. Many of the original
ideas were discarded or modified as a result of this
experience; this manual endeavours to summarise the
latest conclusinns gathered from Partnership For
Productivity and from tentative experiments else-
where. The system, if it may be so called, is continually
evolving and the manual would no doubt be very
different if it had been written two years ago or were
to be re-written in two years time. it is hoped that
readers may be encouraged to apply those parts of the
material that appear to be applicable to the task of
small business management training in their own areas,
and that they will share their experience with others
so that a body of experience may gradually be
developed.

If any readers are interested in obtaining more detailed information about applications of the concept described in
this book they may write to the author at The Marketing Development Centre, Cranfield School of Management,
Cranfield, Bedford MK43 OAL, UK, or to Partnership for Productivity, P.O. Box 170, Annandale, Virginia 22003,

USA.




PART ONE: THE CONCEPT




CHAPTER 1:

To Whom is This Manual Addressed?

This manual is addressed to anyone who is involved in
the promotion and development of small enterprises
in developing countries. If the reader is in a position to
recommend the establishment of a small business
extension service either nationally or on a small scale
in a particular village or district, he will clearly find
much that is of value to him. It is also to be hoped that
people who are presently working in such services at
any level or who are in any way concerned with train-
ing, advising, financing or otherwise assisting small-scale
business owners, will be able to make use of some of
the ideas for organising and training small business
advisors.

The reader may work for national or local govern-
ment, for a voluntary or official development assistance
agency or for a bank, manufacturer or any other
organisation which is concerned with improving the
operations of small enterprises.

Although the manual describes a particular system
for organising and training small enterprise advisors or
consultants, each reader must clearly be selective in his
use of the material; some parts may be irrelevant or un-
necessary and others may require considerable modifi-
cation before they can be fitted into a particular
institutional structure. Chapter Six describes some
examples of the ways in which this type of service has
been implemented in various parts of the world. Each
of these is very different and the reader should not try
to impose a particular model in circumstances where it
is not appropriate.

What is the Purpose of this Manual?

This manual describes a system which has been success-
fully used to provide individual on-the-spot manage-
ment advice to small enterprises at a reasonable cost.
The objective is to enable the reader first to understand
what the system can do and, secondly, if it appears
likely to be useful to put it into effect in his own
country, with suitable iocal maodifications. The manual
provides the material necessary for identifying the
needs of any particular group of small businesses and
for selecting, training and managing the field staff who
are to advise them. There is also guidance on how to
evaluate the system when it is in operation.

The second part of the manual gives detailed
material for training the small business consultant.
Anyor.ie who wishes to become fully familiar with the
system which is described must be sure to look at the
training course as well as the first part which gives the
background and describes the type of organisation
structure within which the consuitants should operate.

The system was first conceived, designed and tested
at some length in East Afiica. It has since been applied
on a larger scale by Partnership For Productivity in
Western Kenya and further tests have been undertaken
in India, Sri Lanka, Brazil, Indonesia and Malaysia.

Research suggests that the problems of small busi-
nesses are not fundamentally different in other coun-
tries of the world, but it is obviously necessary that the
training material and other parts of the manual should

WHY HELP SMALL ENTERPRISES?

be modified to suit local circumstances. Suggestions
are given as to how this might be done without altering
the basic structure of the system. It should be empha-
sised that this manual can aiso be used as a source of
ideas and material which are to be included in other
systems of assistance for small businesses. The best
programmes are those which are devised by the people
who actually run them; this material is being made
available because it describes something which works
in the field and it is hoped that it will make some con-
trioution to the improvement of small business
management in many countries.

It is generally recognised that smali businesses have
a particularly important part to play in the develop-
ment of employment opportunities and economic pro-
gress because they are in a far better position than large
organisations to make use of ‘intermediate technology’.
It is not enough however, for business people to be
encouraged to use appropriate technology; they must
learn how to decide what is right for their particular
business, how to caclulate costs and selling prices, how
to sell their proaucts and generally how to operate a
successful and profitable enterprise. The system des-
cribed in this manua! is, in a sense, a way of conveying
‘intermediate management’ to small enterprises — the
method itself is also labour intensive and may therefore
be considered as an example of ‘appropriate training’.

The system cannot on its own solve the unemploy-
ment problems of rural areas nor can it correct all the
management faults of small business people. If such a
system is a part of a well planned and co-ordinated
programme of assistance it should provide a useful
means of reaching out to the small business people in
order to bring information to them, to obtain infor-
mation from them and to train them to manage their
businesses more effectively in the future.

What is a Small Enterprise?

It is important from the cutset to be clear what we
mean by a ‘small enterprise’. The term can be defined
in various ways according to the circumstances in
which it is being used; the Harvard Business School in
the United States offers a course for managers of small
businesses and these are defined as having an annual
turnover of less than ten million dollars. In many
developing countries there are only one or two busi-
nesses which are not small by this definition. Some-
times people classify businesses by the number of
employees and maximum numbers of fifty, a hundred
or more people have been used to define the point at
which a business ceases to be ‘small’.

Yet another way of describing the size of a business
is to refer to the way decisions are taken in it. For the
purposes of this manual, we may choose this method
and say that we are mainly concerned with businesses
where the manager is not a specialist in management
but is chiefly occupied in carrying out the main func-
tion of the business. In a workshop he is a skilled
carpenter or metal worker as well as being the manager
and in a shop he spends most of his time selling goods
across the counter. In many cases the person who




makes the decisions is also the on'y person who works
in the business at all and the majori s of the businesses
which have been helped by this type ot advisory service
emplioyed five people or less. It will be clear from a
study of this manual that the system is simple; this
means that it is economical but it also means that
skilled and experienced business people may not be
able to learn a great deal from the advisors. This limita-
tion can in fact be an advantage; too many programimes
of assistance for small farms or businesses only help
the most successful which are in fact the least in need
of help.

Strict definitions are less useful than a general idea
of the type of small business for which the system is
intended. Everyone who knows the rural areas and the
poorer parts of cities in developing countries is familiar
with large numuoers of businesses that operate in these
areas. We may exclude men and women who only
visit the markets once a week or so in order to seil
their produce, but all the people who spend most of
their time in a business enterprise other than a farm
can be included.

Small retail shops are obviously the most numerous
and thus the most important. Many people think that
shop-keepers do little except to make profit which has
the effect of increasing the prices paid by the public
and decreasing the returns to the farmers and other
producers. In fact they perform valuable functions
which are particularly necessary in developing coun-
tries where people need to be able to buy what they
need near to their homes at times convenient to them.
It is only necessary to imagine what would happen if
there were no ‘middle men’ between farmers who grow
things or factories which make them and the people
who buy and consume them. Clearly there is a job to
be done between the producer and the consumers; if
there are large numbers of small traders trying to do it,
competition alone will ensure that the cost of the
service is not too high.

In addition to small retail shops there are usually
many other small business enterprises in the villages
and towns of developing countries. The number and
variety will depend on the size of the community they
serve, but most villages have a carpenter, a tailor and
perhaps a mechanic or general metal worker. In farming
areas there are often small mills to process small-
holder produce; larger villages or small towns may be
served by bakers, bicycle repairers, garages, black-
smiths, brickmakers, bus and taxi operators and
shoemakers as well as having large numbers of retail
shops. The climate, crops and customs of each part of
the world lead to many other types of small businesses
and whatever people’s needs may be someone will
probably start a small business to satisfy them.

In many countries there are concentrations of
particular types of business in one place. Groups of this
sort may come together because of local supplies of
raw materials such as clay, bamboo forests or farm
produce or they may be in the same place betause the
various enterprises perform different tasks which con-
tribute towards a final product. As a group they may
make up a fairly large industry, employing some
hundreds of people, but each unit within the industry
is independent and has to be treated as a small business

since each owner makes his own decisions as to how he
will conduct his affairs. Each unit therefore has to be
managed and there is often a need for co-ordination
and joint activity which requires a high degree of
effective and sensitive management.

Field experience has shown that the consultants can
provide useful advice to non-commercial enterprises.
Schools, small co-operative societies and local level
polytechnics have all beenn helped by small business
consultants of this type and there is no reason to
restrict their services purely to commercial enterprises.

It is important to be clear from the outset that the
use of the pronouns ‘he’, ‘him’, or ‘his’ in no way
implies that small business is in any way an exclusively
male activity; in many countries there are more busi-
ness women than there are business men. Business
often provides a route whereby women can break out
of their traditional restricted role in society.

it should also be clear that there are enormous
numbers of the types of enterprises which can benefit
from a service such as is described in this manual. No
business is too small; our concern is with people rather
than with money and if a business is the main occupa-
tion of at least one person it deserves assistance and
attention however small its turnover may be. There are
such large numbers of very small businesses that there
is, in fact, very little risk that there will be any diffi-
culty in deciding how big a business must be before it
ceases to qualify for advice and assistance. Moaore
specific suggestions on this point are given in the
section on field organisation and management of the
service but if all businesses with specialist managers
are excluded there will still be more than enough
candidates for advice.

Governments and private and public aid agencies
are particularly concerned with developing small busi-
ness in rural areas. There are very good reasons for this
concern, but small businesses in the cities are equally
in need of help. The practical applications of the
system described in this manual have so far mainly
been in rural areas apart from in Brazil but the system
is equally applicable in densely populated urban areas.
Less time will be spent on traveiling and there may be
a need for closer supervision but the basic principles
will be the same.

Why Should We Try to Help Small Businesses?
Anyone who reads this manual will most likely believe
that small businesses are good for a country and that
they have an important role to play in economic
development. Nevertheless before we go into the
details of how they can be helped to play their part in
nation building, we must understand what it is that
small businesses do for a country and why they need
assistance. There are a number of good arguments
against small businesses and it is important to under-
stand these and their counter arguments if we are to
become involved in small business development. We
should remember that arguments in favour of small
businesses are not necessarily arguments against big
ones; society needs a range of different sized enter-
prises. With this caution in mind it may be useful to
present the arguments for and against small businesses
in the form of a conversation between 'Mr Pro’ small




business and ‘Mr Anti’ small business. Try to answer ‘Mr
Anti's’ arguments before reading ‘Mr Pro’s’ answers.

Mr Anti:

Mr Pro:
Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

You believe we should encourage and assist
the small businesses in our country, don‘t
you?

Yes | do.

Well, | disagree. Our country’s goal is to
develop the economy so that we can be as
wealthy as the industrialised countries. They
are rich and successful because of big firms,
many of which operate in different countries;
these firms are big enough to afford the latest
machines and techniques; how could a mec-
hanic in one of our viltages ever make a car
to compete with Ford or Volkswagen?

Our market for cars is not big enough to sup-
port a large car factory. We need products
which are appropriate for our stage of develop-
ment.

You are condemning our people to second-
rate and old fashioned products and working
conditions, which can never compete on
world markets. Have you never heard of
economies of scale?

In industrialised countries, firms are big
because they have to be. Only a big company
can afford to buy or operate the machines
that they must have because labour is so
expensive. Look at all our unemployed people
and look how short we are of the foreign
exchange which is necessary to buy machinery.
Small businesses are the best way to make the
most of our most plentiful resources, willing
workers, without using much of our scarcest,
foreign exchange.

Foreign companies will build big factories
here if we encourage them to do so, and they
will employ our surplus labour in safe fac-
tories.

Foreign companies come here to make a pro-
fit; in the end they will want to take their
profit out, which is only reasonable since they
put the original investment in. We need
foreign firms for some activities, but if it is
possible to use local management, local money
and local labour we should do it. Small busi-
nesses are the best way to do this. They
employ five, ten or more times as many
people for each unit of output. Perhaps their
wages are lower and the roof may leak during
the rainy season, but experience in industrial
countries has shown that people are happier
working in small units where they know every-
body and are involved in the whole manufac-
turing process. Physical comfort may not
make up for loneliness and lack of satisfaction.
In any case is it better to employ one person
in ideal conditions or ten in slightly less
comfort?

Big businesses will build their factories in our
cities and provide jobs for the thousands of
unemployed who live in shanty towns on the
edge of every large town. Small businesses are

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

scattered all over the country and are quite
impossible to control.

We need jobs in the city but even more we
need jobs in the country to encourage people
to stay at home. Every time you createajobin
the city, two or three people come to the city
to try and get it, so that it creates more urban
unemployment in the end. Small businesses
can be scattered across the country as our
peaople are.

But what about the products and services of
small businesses? They are so often poorly
designed and made of scrap material like old
tins. Compare the sandals made by a village
shoemaker out of an old car tyre with the
ones made in the factory out of plastic. No
wonder the rough village sandals are half the
price.

Did you know that the shoe factory spends
more money on imported raw materials than
it does on wages, that most of its managers
are foreigners and that they need three
thousand dollars worth of imported machinery
for every man they employ? A viliage shoe-
maker uses material that would otherwise be
thrown away and his only machinery is a
hammer, a pair of pliers and a piece of old
iron he uses as an anvil; he probably employs
at least one relation and possibly another
assistant and people who could never afford
the plastic sandals can pay for his. The finest
product in the world is no good to the person
who cannot afford it. .

What about the risks? We all know how many
smatl businessmen fail; they lose their money,
their employees lose their jobs and if any one
has been foolish enough to sell materials to
them on credit, they never get paid. Is this
good for the country?

Haven't you heard of the survival of the
fittest? We need our own entrepreneurs and
managers who can run big businesses as well
as small ones and the best way to learn is
in the hard school of experience. Businesses
fail because their competitors do better; this
is good for the general public and the stan-
dards of products and service are improving
all the time.

That may be, but a successful small business-
man may become very r* ,; are we not com-
mitted to a policy of redistribution of wealth?
Rich men become rich because they create
wealth, for themselves and the community.
Heavy taxation can redistribute the wealth
once they have made it but if we never let
them make it, society will be all that much
poorer. Small enterprises can also be owned
by co-operatives or village groups too, they
don’t have to be private.

What about their designs though? How can a
small business match the efforts of a large
corporation with hundreds of scientists?
Large research laboratories develop products
for large scale manufacture. Our country is




Mr Anti:

Mr Pro:

Mr Anti:

Mr Pro:

Mr Anti:

made up of many different types of people
growing different croi.s and having different
needs, we may all be threatened by the
diseases and it is reasonable to fight diseases
with the standardised drugs developed in big
laboratories. We may need large numbers of
different shapes of hoe, or different types of
cart, or different types of service from shops.
Only small businesses are flexible enough to
change and adapt when our needs change.
Reaily new things are invented by indivi-
duals not by committees. In the same way,
small businesses come up with good ideas far
more quickly and far more often than large
ones do. If they fail the indivicual cost is
small, but big firms cannot risk failure; this
means theat they often fail to introduce new
ideas at aii. !

What about capital and management? Big
firms can go to the banks and try to influence
government investments and they can train
or hire the best managers from around the
waorld. How can ou+ small businesses compete
for management or for money?

As you know, our society is based on the
family; progress is destroying many of the
links and loyalties on which we have relied
but small businesses can actually strengthen
the family. A typical small business can be
managed and staffed by a family and how else
can all the capital or the human ability which
is hidden away on our farms and villages be
put to profitable use? Many people do not
trust banks and they have no access to stocks
and shares. They will, however, invest their
savings in their own businesses and people will
even sell surplus cattle or land to raise money
for a business.

Yes but how can government possibly control
all these small businesses? We are trying to
plan the development of our country and
officials can personally speak to a few big
business managers to make sure that they
conform to the national plan. Nobody even
knows how many small businesses there are
in our country so how can we control what
they do?

Government represents the people and maybe
thousands of small businesse. owned and
managed by our own people are more likely
to reflect national goals than a few large
businesses which may be largely foreign
owned and managed. When we set our own
businesses up we still have serious problems;
when the government tries to set up large
national corporations they are, as you know,
often inefficient or corrupt. If government
directs and encourages the activities of small
businesses by assisting them to develop in
certain areas or activities, it can have a greater
effect on the nation as a whole than can be
achieved through a few large enterprises.
Most of the industrialised countries have
moved towards small numbers of large entu:-

pnses. Why should we be trying to encourage
large numbers of small enterprises?

Mr Pro: All the industrialised countries reached their
present prosperity because large numbers of
small scale business people started new enter-
prises and developed new techniques. There
is no reason to suppose that our country can
jump direct to large scale enterprises; many
industrialised countries are now regreiting
the large proportion of their economic activity
which is in the hands of iarge companies and
are trying to reverse this trend.

Mr Anti: Small scale business people are often dis-

honest and in our society we tend to despise

them as thieves rather than looking up to
them as leaders in economic development.

Why should we try to help these people?

Mr Pro: | do not think you will be abie to give me
many examples of dishonest business people
who have succeeded for very long. Let me ask
you a question; quite apart from the poverty
of our country, what sort of personal failings
have prevented our country from developing
and prospering as it might?

Mr Anti: Well, | suppose people tend to be cautious, to
lack initiative, to delay making decisions, to
refuse to face up to problems, they are
unwilling to take responsibility or to show
imagination and self reliance and are unwilling
to work together. Nowadays people always
seem to expect someone else, usually the
government, to solve their problems for them.
It is often said that our public and private
sector managers are not as effective as they
might be because they are always looking for
short term returns.

Mr Pro: Yes that is a reasonable list of human failings.
You will find that a successful small-scale
business person suffers from few or none of
these weaknesses. He has to make decisions,
to take calculated risks, to face up to and
solve problems and to take responsibility for
what he is doing because otherwise his busi-
ness will fail. Success in small business very
often involves investing money in the business
rather than withdrawing it for personal
expenditure. Qualities of this sort, such as
self restraint, imagination, initiative and self
reliance are present in every successful small
business. Small businesses can provide a
school for this type of behaviour, a source of
effective managers and an example to the rest
of the community.

Why Do Small Businesses Need Help?

Even if we are convinced that smal! busines:es cin play
a valuable role in a country's development, we still
have to justify any particular attempt to assist them.
Many things are valuable, but this does not necessarily
mean that they need help.

Businesses need capital, suppliers, equipment,
buildings, customers, employees and above ali proper
management. We shall investigate later how we can find
out the needs of any specific group of small businesses,




and we shall see that they do not always need what
they believe they need. Nevertheless, there are diffi-
culties which face small businesses in particular:

1. Capital -- Most good business people are short of
capital, since they have more ideas than they have
money to put them into effect. Nearly all small busi-
ness people think that their main or even their only
problem is their shortage of capital, and we shall see
later that they are not always correct. There are,
however, particular reasons why small businesses find
it difficult to raise capital. Banks may be anxious to
help, but it often takes as long to assess a loan applica-
tion from a small business as from a large one, and it
may cost more to administer the loan, even if there is
no risk that it will not be repaid. The bank’s profit
depends on the amount of money lent on each loan,
and they will obviously prefer large loans, to lfarger
businesses, if the demand for loans exceeds the supply
as is so often the case. The family may be willing t0
lend money, but when this source is exhausted the
small business owner may be at a disadvantage when
compared with his large competitors; it may fall to
government to solve this problem by providing sub-
sidised loan programmes, through the existing banking
network or through a specially created lending
institution.

2. Customers -- Every business needs customers, but
small business people often find it particularly difficult
to sell enough of their products to keep them busy and
earn a reasonable living. Thzy cannot afford to hire
salesmen or to adv~. "3 Dig international companies
are now competing in remote rural markets, and small
businesses are at a disadvantage even in their own
villages. They are far less able to sell their goods into
the urban areas which are growing so fast, and where
people often need the products of small businesses,
because the large firms can afford to use every modern
marketing tool in the city. Governments can help by
helping small business people to obtain their share of
public contracts, but business people themselves must
play the major role, by learning how to sell and market
their goods, and k&' combining with other businesses
when this can enaole them to reach out to more
customers than they can on their own.

3. Joint Activities — Small business people often need
to co-operate with one another, in order to obtain

reliable and economical supplies of raw materials, in
ordes to market their goods or in order to present their
point of view to government and the general public.
They cannot easily do these things on their own, but
any form of co-operation requires initiative from an
experienced individual who has the time and ability
to organise it. If none of the small businessmen them-
selves have the time or ability to do this, some outside
organisation may have to organise some form of
co-operative effort. Only in this way can small busi-
nesses compete with large ones for sources of supply,
for markets, and for government attention.

4. Management — Finally, and most importantly, small
business people are in need of assistance in manage-
ment. They must compete with managers and manage-
ment techniques which have been tried and tested
efsewhere; we have already defined small businesses as
those where management is in a sense a part-time
activity, carried on by someone who is mainly a crafts-
man or a shop assistant. Small businesses cannot earn
enough to pay for full-time managers, so that their
owners have to learn for themselves how to manage
while they are carrying out their normal jobs in the
business. Small businesses which are owned and
managed by indigenous people are often a quite new
development in many developing countries. There has,
therefore, been no opportunity for children to learn
from their parents or for young people to learn
through a system of apprenticeship, and every smali
business has had to start from the beginning. Some
form of training is obviously needed to make up for
this disadvantage, but because of their size individual
small businesses are unable to organise this for them-
selves. It is therefore necessary for an outside organisa-
tion to take a hand, and the purpose of this manual is
to enable a really useful form of management training
to be made widely available.

5. Information — Small businesses are often unable to
take advantage of services provided by Government or
other organisations simply because they do not know
about them. Small business people often infringe the
law because they are not aware of it. in the same way
that small business people are unaware of services or
regulations which affect them, Government and others
are often ignorant about the numbers, locations and
problems of small business people. There is a need for
a communication system which conveys information
in both directions.




CHAPTER 2: SMALL BUSINESSES AND THEIR PROBLEMS

We have seen that small businesses are at a disadvantage
in some ways, and may need assistance in obtaining
finance, in finding customers, in organising joint
activities, and in management training. This manual is
about one way of providing management training and

advice bhut if the owners of small businesses are asked
agvice, put it the owners o7 small Dusinesses are askec

what they need most they will nearly always reply
that they need more capital. They may agree that they
need help with management, and that some form of
joint activity would be useful, but the need for more
money is almost always claimed to be the most serious
problem. We must therefore examine the problem in
some detail, if there is such a serious shortage of capital,
it may be wr: ig to provide management assistance
before ensuring that small businessmen have enough
capital to manage.

There are no international statistics on the financial
situation of small businesses, and there is very little
data available anywhere because most small businesses
keep no useful records. Field trials of the system des-
cribed in this manual showed that in many countries
the shortage of capital was to some extent illusory, and
experts from other countries have found that small
businesses in their countries are no different. Statistics
are however less revealing than real life examples, and
it may be useful to describe a few businesses where the
owners claimed that they needed more capital but
further investigation showed that something rather
different was needed. Readers who are familiar with
small businesses in their cwn countries may recognise
this type of situation. Guidance is given in Chapter 4
as to how the financial situation of a small business
can be investigated and analysed, so that readers can
confirm for themselves whether the following cases are
similar to the small businesses with which they have
to deal.

A.The Baker

First Impression

The baker c'aimed that he needed more capital; his
ovens and s labour were only half occupied because
he could onty sell his bread through his shop. If he had
a pickup-van he could transport the bread io outlying
villages and run his bakery at full capacity. He there-
fore asked for a loan to buy a pickup.

Investigation and Analysis

Careful investigation revealed that the daily cost of
running a pickup on the very bad roads in the baker's
home area would almost equal the total value of the
bread it could sell in one day. The neighbouring villages
were widely scattered, along four different roads out
of the town where the bakery was, and it would be
necessary for the pickup to pass through the town
three times a day in order to reach all the villages.
This meant that the vehicle would have to cover many
miles, and the villages were too small to buy more than
a few loaves each. If the baker had been able to obtain
a loan and buy a pickup, he would very soon have

gone bankrupt, because of the hign expenses of run-
ning the vehicle when compared with the very small
profits to be obtained from selling more bread.

Conclusion

When the baker realised how expensive it would be to
run a pickup, he considered other methods of trans-
portation. He contacted the local bus company, and
arranged a scheme whereby they transported the bread
to a large number of villages along all four routes; the
conductors collected the money from the customers,
and the baker was able to calculate that there was still
a small profit on each loaf for himself.

What help did the Baker really need?

The baker did not need a loan or more capital of any
sort. He needed to know how to calculate the costs of
his proposal and of his bread; the results of his cal-
culations encouraged him to find a better solution to
his problem.

B. The Tailoress

First Impression

The tailoress seemed to have a successful and g.owing
business. She employed three tailors, and sold large
quantities of clothes through her own shop near the
entrance to the town market. She had recently started
to make school uniforms on contract to local schcols,
and this business was growing very rapidly. She said
that she needed a loan to buy two more sewing
machines, since she had so many orders for school
uniforms.

{nvestigation and Analysis

Orders that come easily must always be carefully
examined. The tailoress had never worked out the cost
of the clothes she made, since every item in her shop
was copied from imported clothes and the selling prices
were fixed slightly below the prices of the originals
from which the designs were copied. The schools had
asked for quotations, based on samples, and the
tailoress had carefully worked out the amount of cloth,
buttons and thread needed for each garment and had
estimated how many minutes it would take a tailor
to cut it out and sew it. She had added the cost of
materials to the tailor’s wages, and had put on 10%
profit. These prices always secured the contracts, but
investigations showed that it was necessary to add at
least 25% to the cost of materials and labour to cover
‘overheads’ such as sewing machines, rent and main-
tenance. The tailoress was, therefore, losing money on
every uniform and was trying to increase her losses
by buying two more sewing machines.

Conclusion

The tailoress was shown how to calculate costs, and she
revised her quotations at once. She still obtained a
reasonable number of contracts, although far less than
before; the profits from her growing business were
soon sufficient to buy one sewing machine, and later
another, without the help of a loan.

“___ \ _i




What help did the Tailoress really need?

Here again, a loan would have been a disaster. The
tailoress needed instruction in simple cost accounting
techniques; this knowledge eventually enabled her to
achieve her abjectives without assistance from outside.

C. The Miller

First Impression

The Miller owned good machinery, but he claimed that
unless he was awarded a long term government loan he
would be unable to make use of it. Corn was harvested
twice a year; the miller had to be able to buy grain
from the farmers as soon as it was harvested, so that he
would have enough to mill and resell until the next
harvest. If he did not pay cash for the corn straight off
the fields, the farmers would transport it to the city
where they could sell it without difficulty.

Investigation and Analysis

The miller wanted a loan, which would have to be
repaid in equal instalments over ten years. He needed
to buy corn twice a year; for two short periods he
needed large sums of ready cash, but as he milled and
sold the flour he soon came back into balance. The
loan that he wanted was therefore unsuitable for his
needs.

Conclusion

The miller was given some instruction on the various
sorts of loans that were available, and was told about
the services of commercial banks. He opened a bank
account and was granted overdraft facilities on the
security of his machinery, so that he only borrowed
money when he needed it; at other times the bank paid
him interest for the cash he deposited.

What did the Miller really need?

The miller needed more capital, but in the form of
temporary working capital for two short periods every
year rather than a long term loan. He needed instruc-
tions about different sources of finance, and intro-
duction to the banking services which were available
but not familiar to him.

D.The Shopkeeper

First Impression

The shop did little or no business towards the end of
each month. The reason was clear; half way through
the month the stocks of sugar, salt and kerosene almost
always ran out. There were large quantities of dresses,
tinned baby foods, blankets and other goods, but
customers preferred to buy these things from the same
shop where they bought their staple necessities. The
shopkeeper said she had not got enough money to buy
sufficient stocks of sugar, salt and kerosene for the
whole month. Many of her customers bought goods on
credit, and they could not pay until the end of the
month. She had to pay cash for her supplies from the
wholesaler, and she said that she clearly needed a loan
to enable her to hold sufficient stocks.

Investigation and Anaiysis

Although there was not enough sugar, salt or kerosene
even for one month's sales in »..ck, there were enough
dresses, tinned foods and other goods to last six

months or even a year. The shop had more than
enough stocks in total; the trouble was that they were
the wrong stocks.

Conclusion

The shopkeeper was shown how to take stocks, and
quickly appreciated that her purchases and stocks of
each item should be based on the rate of sales. She was
introduced to the idea of cut price sales and other
means of releasing the money tied up in slow moving
goods; she used the money raised in this way to buy
staples and other goods her customers needed, and,
thereafter, she controlled her stocks so that she
managed a higher level of sales with substantially less
money tied up in stocks of unsold goods.

What did the Sh~pkeeper really need?

The shopkeeper, like the other small business people,
believed that she needed more money from outside,
because she needed more stocks. In fact, she had too
many stocks and what she needed was instruction on
the principles of stock taking and stock control; she
needed to be shown that she could reallocate her
money to different stocks without having recourse to
loans at all.

E. The Tank Maker

First Impression

The tank maker manufactured circular water tanks out
of corrugated iron sheets. He had to spend a great deal
of time, and money, in buying ready curved sheets
from the city and transporting them to his village. He
asked for a loan to buy a curving machine for himseif.
With this he could save time and money, since he could
buy uncurved sheets from the dealer in the village
without going to the city.

Investigation and Analysis

The tank maker was one of five in the village; all were
under pressure from a city manufacturer who delivered
ready-made tanks to the village. The tank maker who
wanted the machine could only have used it for about
two hours every week, and it would have been diffi-
cult to increase his production because there were no
trained metal workers available to employ as assistants.
The interest and repc; nent instalments on the loan
would have exceeded his monthly profits.

Conclusion

The tank maker was shown how to calculate the cost
of the curving machine each month, and he soon
realised that he could not employ it economically on
his own. He was encouraged to join together with the
other tank makers; they pooled their resources and
bought the machine together, and then continued to
manufacture and sell tanks on their own, but shared
the use of the machine. They were enabled to compete
with the city-made tanks, and they had time to make
more tanks because they no longer had to collect
curved sheets from the city.

What did the Tank Maker really need?

He needed a machine, but more importantly he needed
to know how to ca'culate the cost of owninga machine.
When he realised the problem of owning a machine




CHAPTER 3: HOW CAN WE IMPROVE SMALL BUSINESS

MANAGEMENT?

Small business people sometimes need more capital,
but they nearly always need management training and
advice. Better management can help them to make
better use of their existing capital; they may be able
to achieve their objectives without a loan. Many small
business people fail to realise that if they do get a loan
they will have to repay it with heavy interest charges
over many years. If their enterprise does not succeed
they may lose their whole business, or even their land,
cattle and homes which they have pledged as security.
If a small business person still believes he needs a loan
after he has analysed his situation properly he is far
more likely to make good use of the money he bor-
rows, and thus be able to repay it. How, therefore, can
we improve the management of small businesses?

The examples given in the previous chapter were
drawn from actual experiences. The investigation and
analysis were carried out by the business owners them-
selves with assistance from a consultant. There is,
however, no reason why these simple principles of
good management which the business people used to
analyse their problems and develop solutions should
not have been learned in some other way. Management
is taught nowadays in many different ways, like
languages, mathematics, crafts and other skills, and we
must examine all the various ways of transferring
knowledge so that we can be sure that we select the
correct one for the critical task of teaching small
business people how to be hetter managers of their
enterprises.

Before deciding on a method of teaching in any
situation, it is first necessary to describe the people
who have to be taught, and what we want to teach
them. All too often teaching is undertaken without
this preliminary investigation, and fails to achieve its
objective because the methods chosen are not suitable
for the ta* get students or the subject matter. First, the
target students who are small scale businessmen and
women such as we have loosely defined in the intro-
duction: who are they, and which of their characteris-
tics may be important when we are considering how to
teach them something?

1. There are very /large numbers of them. There are few
accurate counts of small businesses, anywhere, but it
is unlikely that there will be less than three small
businesses per thousand population in any country,
however poor, and there may be ten or more per thou-
sand in a wealthier country. National populations are
usually counted in millions; we may, therefore, be
dealing with something between three thousand and
ten thousand businesses for every million people. Even
the smallest country, therefore, has large numbers of
small business people.

2. Small businesses are widely scattered because people
start them where they live. Large scale enterprises are
often located in or near the capital city, or in a few
other places, but small businesses will be found in the
same places as their customers, the ordinary men and
women of the country. In most developing nations,

the majority of the people are farmers, earning their
living from the tand and their homes are spread fairly
evenly over the fertile parts of the country. The
markets and villages where small businesses operate are
similarly scattered over ali the inhabited parts of the
country.

3. Small business owners are usually not well educated.
In some countries many may be illiterate, and nearly
everywhere government and large businesses attract
most of the university and secondary school graduates.
There are exceptions, but usually the owners of small
businesses have had a limited formal education.

4. Small business people speak a variety of different
dialects and languages, and because of their limited
education they may find it difficult to communicate
in other than the local vernacular.

5. Small businesses are often competitive with one
another. They may be willing to co-operate to a certain
extent, but there is always a risk that one person's
success will result in the failure of his neighbour. If a
farmer grows more maize or rice than his neighbour,
the less successful farmer will not suffer. If one shop-
keeper sells more clothes, or a mechanic mends more
cars, it may be because people have more money to
spend, but it is also possible that his customers have
come to him because they prefer his services and prices
to those of his competitors.

6. Small businesses are different from one another.
Many of them really are very different, even if they are
in the same line of business, and nearly every business
person believes that his problems and opportunities
are unique. Since we are trying to teach the business
owner, we must accept his belief as to his own unique-
riess, regardless of how similar his business may appear
to another.

7. Small business people themselves are different, even
if their businesses are similar to one another. Some are
businessmen, some are businesswomen, some are old,
and others are young, some have many years ex-
perience and others have only been in business for a
few weeks, some are concerned about their reputation
in the area and others only want high profits; in fact,
small business people are drawn from all parts of the
population, and cannot be neatly described or cate-
gorised in the same way as a group of school children
or most other types of students.

8. Small business people are busy, as their name sug-
gests. They often run their businesses single handed
and may have a farm or other activity as well. If they
are away their businesses may have to be closed until
they return, or, worse still, the businesses may be left
in the hands of an ignorant or incompetent assistant.
Employees of large enterprises enjoy regular !eave
periods, and may be absent for other reasons as well. A
small business person is often tied to his business all
day and every day.

9. Small businesses are smal/. This may be obvious, but
it means that in national terms no one business is very
important. If ten or even a hundred small businessmen




The Trainees Are:
Numerous
Widely scattered
Poorly educated
Speaking different languages
in competition with each other
Different from one another
Busy
Smail scale
Vulnerable

What is Taught Must:
Affect attitudes and behaviour. . . . ... ..........
Enable the trainees to analyse and practice, and not
justtodescribeorrepeat. . . .. ... ... oL
Beattractive. . . . . ... . ...t it e e,
Interest the trainees because in part at least it offers a
quickreturn. .. .. ... .. .. .. e
Enable the trainees to act independently without
support
Be remembered for many years
Be right for each trainee

The Training Itself Must Therefore Be:

On a large scale

Effective over a wide area

Simple

Decentralised

At least partly confidential

Flexible and adaptable to individual circumstances
Brief

Inexpensive per trainee

Correct for each trainee

Intensive with opportunity for feedback and discussion
Practical with opportunities for the trainees to do
things themselves

Encouraging and aggressively presented

Personaily relevant
Build confidence

Thorough
Personal and individual

why some broadcasting time should not be devoted to
an important minority such as small business people.
Most people have access to a radio, even if they do not
own one, and this is a very economical way of spread-
ing information among large numbers of people over a
wide area. Radio is purely a one-way means of com-
munication, however, and the message must inevitably
be the same for everyone whatever their level of under-
standing and their particular problems.

Correspondence Courses

These involve a two-way flow of information. The
training institution sends out texts and exercises, and
the trainees return their own work which is marked
and commented upon and returned to them again so
that they can see how well they are doing. Correspon-
dence courses need a reliable mail service which reaches
the whole country, and it is often difficult for any but
the most enthusiastic trainees to do the necessary
concentrated study at home without quiet, comfort-
able and well lit conditions to work in. People often
succeed in passing examinations through home study
by correspondence courses, but small business owners
and managers need different kinds of skills from those
that are tested by examinations. Ability to answer a
written question correctly is not th~ same thing as
ability to manage a business successfully, and it cannot
usually be acquired by the same sort of instruction.

Classroom Instruction

Classes are usually held at some central point within an
area. The trainees may attend all day for a few days, a
week or for much longer, and particularly if they sleep
and eat at the training college where the courses are
given, they can concentrate completely on their
studies. They are together with other trainees with
similar training needs, and they can discuss their prob-
lems and ideas among themselves as well as learning
from the instructor. Small enterprises are usually very
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dependent on one owner or manager, and he cannot
leave the business unattended for a long period without
losing sales or otherwise failing to satisfy customers.
It is also possible to organise part time courses where
the classes are only given for an hour or so two or three
times a week, in the evening or at some other time
when the trainees can conveniently be away from their
place of work. It may be easier for business owners to
come to part-time courses than to be away from work
for the long period involved in a full-time course, but
the travel problems may mean that this method is only
possible in urban areas where many small business
people live in a small area. In addition the trainees may
find it difficult to remember what they learn because
each class is separated by several days when the lessons
can be forgotten. .

Small business people have often had little formal
education, and they may find it difficult to readjust to
the classroom situation after many years of practical
experience. There are advantages in learning in a group,
but the subject matter must inevitably be general and
therefore may not be suitable for the particular cir-
cumstances of the trainees, each of whom believes at
any rate that his circumstances are unique. if the
course participants are in any way competitive with
one another, as they are likely to be, they will pro-
bably be unwilling to reveal the details of the problems
which are in fact of most concern to them.

Individual Consultancy

Individual advisors, who may be called consultants or
extension officers, visit the trainees on their own and
teach them on the job.

The trainees are able to appiy and test their ability
in the same place and on the same tasks for which itis
eventually intended. This form of training is often used
for farmers and for community development, but the
skills needed for business consultancy are usually 100
scarce to allow a large scale economical consultancy




service to be provided for small business people.

This unfavourable judgement of individual con-
suitancy as a training method is basad on one assump-
tion. We are accepting without examination that
consuitants must be highly aualified and therefore
scarce and expensive. Before rejecting this training
‘method we must re-examine this assumption. Farmers
are often quite effectively advised by extension officers
with very little education or practical experience, pro-
viding that they have been properly trained and are
well organised in the field. In any particular rural area,
most of the farmers are likely to have similar problems
and opportunities, so that standard advice on seed
selection, cultivation techniques and so on is usually
suitable for nearly all farmers. If the extension officer
has been properly trained he knows what should be
done, and only has to pass the information on in a
reasonably persuasive manner,

Smal! business management may in some ways be
easier than farming, because it often requires less
technical knowledge, but one difference between a small
farm and a small business is that small businesses are
in fact more different from one another. Even if the
products made or sold are very similar, the credit
policy, the way in which the products are bought or
made, the methods of dealing with customers and so
on can vary very widely between one business and
another.

A business advisor must therefore be able to do more
than pass on standard instructions and check that these
have been followed on subsequent visits. He must be a
sort of ‘business doctor’ who can examine each
‘patient” individually, diagnose the problems and pre-
scribe the right remedies. It is wrong to advise an
itliterate businessman to keep a record of cash move-
ments, and a special price reduction or other marketing
suggestion may be excellent if it is recommended to
one business man in a market but useless if five com-
peting businessmen are advised to do it. The advisor
must therefore be more than a transmitter of infor-
mation. He must obtain information from each business
by enquiry and by observation, and must then put
together a picture of the business and its problems and

opportunities. This will lead him to understand the '

situation, so that he can make appropriate recom-
mendations for improvement.

It is generally believed that individual diagnosis

and prescription are more difficult than standardised
advice, and this is why business advisors are said to
need high academic qualifications and business
experience. The cost and scarcity of suitable candidates
usually means that individual advisory services are
impossible, so that those interested in helping small
businesses have to use the other technigues which we
have examined. These are generally far less effective for
the particular situation of small business, and the
results are far from satisfactory.

There is clearly a need, therefore, for some system
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which would enable less qualified and quite in-
experienced staff to provide useful advice for small
business people. Small businesses are important in any
economy, but each individual business, because it is
small, has little impact on the economy as a whole.
Any advisory or training service, whether it is financed
by the small business owners themselves, or by the
government or some other interest, must be economic;
the money spent on providing the service must be
justified in terms of the overall benefits to the nation
as a whole. Individual advice and training must of
necessity involve large numbers of advisors and their
salaries and expenses must be quite low if the costs
are not to exceed any conceivable benefit,

In addition, there are other arguments apart from
cost for attempting to employ less qualified staff than
are generally thought necessary for business consultancy.
Small businesses are scattered throughout the country-
side, and are not found only in towns or cities. They
are often dirty or insanitary and living and travel in
rural neighbourhoods may be inconvenient and diffi-
cult. Highly educated people may believe that their
education has released them from conditions of this
sort, and they are often unwilling to suffer the dis-
comforts of peasant living conditions. The same
problems may arise in their meeting with simple
uneducated small business people. The business persons
may respect their education and experience, but doubt
the relevance of what they say to their particular
problems, while the sophisticated graduate may despise
or patronise the business owner, so that no useful com-
munication is possible. Less qualified advisors, who
have been educated locally and still see themselves and
are seen as members of the local community, are likely
to be more willing to work with the community, and
more able to work effectively with local people.

There are thus many reasons for employing rela-
tively unqualified and inexperienced advisors for small
enterprises; there are however some obvious difficulties.
People without specialised commercial experience and
training do not know what to look for in a business,
or how to identify the important factors which show
the true nature of the problems and the possible
solutions. They must therefore be provided with a
simple system to enable them to do this; a consultant
who is trying to advise a large corporation is faced with
a vast number of possibilities, and it would be impos-
sible to say in advance what questions should be asked
or what symptoms should be expected. Small enter-
prises are however simpler; their financial situation can
quite briefly be described, and their problems are
usually not very different from those that affect the
other small enterprises in the same area. The following
chapter describes a simple system that has been tested
in many different countries; experience suggests that
reasonably intelligent people can make use of these
lists of questions to make a very reasonable assessment
of the position of an enterprise, and to suggest appro-
priate remedies, with a minimum of specialised training.




CHAPTER 4: HOW TO FIND OUT WHAT SMALL
BUSINESSES NEED

We have seen that business consulting involves two
tacks; diagnosis and recommendation. The one follows
from the other, but it may be useful first to consider
the problem of how an inexperienced advisor without
lengthy specialised training can obtain a useful picture
of a business, which can form the basis for subsequent
recommendations. The system of diagnosis which is
recommended for advisors may also be used to confirm
the existence of problems of the type which we have
discussed. Any reader who is interested in the pos-
sibility of organising a small business advisory service
should himself try out the procedure which is described
in this chapter on a small sample of local small business-
men. This trial will show whether the particular busi-
nessmen have the type of problems which rather low
level advisors can help to solve, and it will also be a use-
ful test of the relevance of the procedure itself in local
circumstances.

Many of the best large scale business consultants
are accountants by training, and this is no coincidence.
Accountants have over the vyears devised ways of
describing the condition of a business. These tech-
niques may originally have been designed to show the
owner of a business how his investment was faring, or
to give an idea of the financial strength of the business
to anyone who proposed to lend money or extend
credit to it. They are now however widely used by
managers within businesses, and by outside advisors
as a means of giving a rapid appreciation of the con-
dition of the enterprise. Even though a business
consists essentially of people, who are making or selling
physical objects, money provides an invaluable
measuring device to enable us to see what the people
have achieved and how they are achieving it.

The language of accountacy is specialised and
complex; non-accountants are often bewildered by
terms such as assets, liabilities, debtors, creditors and
so on. As a result they may feel that they cannot
make use of accountants’ figures and it is generally
recognised that only qualified accountants can produce
the figures in the first place. This is not necessarily
true; the same basic techniques which enable a share-
holder to examine the performance of a large public
corporation can be used to show a businessman the
state of his business and what should be done to
improve it. The figures need not be completely
accurate, rough estimates can often show the situation
as clearly as precise figures and if some information is
totally lacking this fact also suggests that certain record
keeping procedures should be introduced in order to
provide information for a thorough analysis.

The Uses of Capital

We saw that one of the most common problems of
small business people is that they think they need more
money but are in fact using the money that they do
have in the wrong way. The first object of any diag-
nosis must therefore be to discover how the business-
man is using his capital. Capital can be invested in
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buildings or equipment or stocks of raw material or
finished stocks ready for sale. It can also be kept as
money, either deposited in the bank or in the form of
cash. it may in addition be lent out to customers;
banks and moneylenders do this on 1eir own but
many other businesses also lend money to their cus-
tomers, by allowing them to buy goods on credit.
This may not appear to be a loan, but if a business
person sells something to a customer today and allows
him a month to pay for it, he is really lending him the
money for a month. The list of questions overleaf
has been designed to help a consultant find out how a
shopkeeper is using the capital in his business. No
technical accounting terms are used, but this infor-
mation is in fact a list of what accountants call the
‘assets’ of the business.

Before examining the details of these questions, we
must be sure that small scale business people will in
fact be willing to answer them. If a business owner
suspects that the information will be used to assess his
taxes, or to show what is worth stealing, or even in
order to satisfy local curiosity, he will obviously not
answer the questions, or worse still he will deliberately
give false information. It is therefore most important
that the advisor should be introduced, or introduce
himself, as someone who wants to help the business.
This statement in itself will not necessarily be erough
to get over the initial suspicion. The best approach,
which is followed in the brief introductory question
which precedes the request for factual information
about cash and so on, is to show an immediate interest
in the problems of the business owner himself. This
should indicate that the information which he is being
asked to give will only be used to help solve his own
problems. The consultant training course examines the
problem of initial suspicion in some detail. Experience
has shown that the problem can in fact be quite easily
overcome, and the use of young local inexperienced
advisors may help to avoid fear of government or other
outside ‘spying’.

These questions have been used in a number of lan-
guages; the details may vary from one kind of business
to another; a manufacturer for instance, will have raw
materials and work in progress as well as finished
stocks ready for sale. A manufacturer’s version of the
questions is included in Part 2 (see Handout 42.1).
Most importantly, the language and description of
what is required are simple enough to be understood
by any advisor and even by an illiterate business
owner.

The Sources of Capital

Once the uses of funds have been identified, it is
necessary to find out where the money has come from.
This information in particular may be very sketchy.
The business owner should know or be able to find out
what he owes to suppliers and what official loans are
outstanding. His own or his family's investment in the
business is less easy to determine; he may know how




Shopkeeper

FIRST CONSULTING FORM

VILLAGE/MARKET/TOWN

DATE OF 1ST SESSION

NAME AND ADDRESS OF BUSINESS

CONSULTANT

YEAR BUSINESS STARTED

TYPE OF BUSINESS

What is the most important problem in your business?

Better MANAGEMENT may help you to get over this problem; | am not giving toans,
chasing debts or asking about taxes, but trying to HELP you to manage this business
better with some ADVICE. | am trying to give you advice especially for your business.
| do need some information from you before | can do this.

First, | need to know what you have in your business today, and how much it is worth.
Is this building your praperty? (Y/N) If so, what is its value now?

What is the value of all the furniture, and equipment you have in your business, if you
had to sell it today?

What is the value of all the goods in stock today?

Do you give any credit at all? {(Y/N) If so how much is owed to you today, by all your
customers, whether overdue or not? (Try to add up the total from the debtors record)

Does the business have a bank account? (Y/N) If so,how much is in it? (Try to check the
bank book)

Do you have any other money which can be used for the business when necessary?

How much CASH have you got here now which belongs to the business? (Try to see the
actual money)

The total amount of money, or value of other things that you are using in your business

today is therefore

TOTAL "ASSETS'

much he started with, but his subsequent investments
or withdrawals are unlikely to have been recorded. This
is not too serious a problem. The total sum of money
involved in the assets of a business must have come
from somewhere; that which has not been lent by
suppliers in the form of trade credit, or by banks, must
have come from the owner’s own investment, or from
the profits of the business which were not withdrawn.
The size of this ‘balancing figure’ is often a valuable
indication of the progress of the business. Unless a
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substantial investment of money from outside has been
made subsequent to the foundation of the business, it
can be assumed that the majority of the amount has
come from profits retained in the business. If the
amount is substantial, it indicates both that the busi-
ness has been successful and that the owner has
exercised restraint in his withdrawals. The answers
to the list of questions will therefore show the sources
of money in the business or its ‘liabilities’ as account-
ants describe them.




FIRST CONSULTING FORM (Continued)
Let us try to see where this came from. Do you get any credit from your suppliers? (Y/N}
if so, how much do you owe them altogether today? (Try to check from records)

Do your customers ever pay in advance? (Y/N) If so, how much have you got from them
at the moment for goods not yet taken? (Try to check from records)

Have you ever received loans from any source? (Y/N) If so, how much do you owe at the
moment?

How much money did you and your partners (if any) put into this business at the beginning?
How much have you put into it since then?

The total amount put into the business by ycu or ‘lent’ from other sources is therefore
TOTAL

The difference between this and the total value of what is in the business has come from
profits earned by the business and not withdrawn or from losses made since it started.

The total value of the business is therefore (transfer total from bottom of previous page)

Do you have any other business such as cash crop farming ({
{ ), another shop { ), other ( )?

), a restaurant (

), transport services

if so, are all the figures which you have given to me the ones for this business a/one or does the cash or any other

item belong to the others as well? {Corvect as necessary).

The Operation of the Business

We have now obtained a complete picture of the busi-
ness at a particular time, or at least we have discovered
what additional information is required in order to
produce such a picture. We now need to obtain the
‘moving picture’ which shows what the business
achieves over a period. We shall then be able to com-

cription of the business that has done it in order to see
what changes are necessary in order for the results to
be improved.

The third list of guestions shows the information
that needs to be obtained in order to construct the
‘moving picture’ of the business, or the profit and

bine the account of what has been done with the des- loss account.

FIRST CONSULTING FORM {(Continued)

Now let us see how much profit or loss you are making each month.

What is the total value of your sales in an average month? (Try to check from cash
records, debtors records, guesses of a day'’s sales, or your observations) SALES TOTAL

What does it cost you to buy the goods that you sell for this amount? (Check opening
stock and goods bought — less closing stock, or receipts, or average gross profit on sales)

What do you yourself take out of the business in an average month in wages, salary, value
of goods taken out and not paid for, gifts to relatives and so on? (Check records)

Do you employ any others in this business? f so, how many? {
them in total per month?

} What do you pay

What rent do you pay per month?
What do you spend on transport each month?

What do you spend on water, electricty, wrapping materials etc., each month for the
business? (Be sure no expenses are forgotten)

What do you spend on loan interest and repayments each month?
What is the MONTHLY cost of your licences? (Check licence certificate)
Y our total expenses per month are therefore EXPENSES TOTAL

The difference between your total expanses and your sales is your profit/loss
TOTAL PROFIT/LOSS
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The particular problems of obtaining information
such as the cost of goods which are sold, the wages or
the amounts which are withdrawn by the owner will
be dealt with in more detail in the outline training
course for the consultants. At this point it is only
necessary to show how it is possible to build up a com-
piete picture of the operating condition and results of
a business by the use of techniques which involve no
specialised techniques and no sophisticated accounting
methaods. I[nformation in itself is of no value to a
businessman or to consultants; it is only of value if it
can be used as a basis for making recommendations
which will improve the performance of the business.
We have already seen that the absence of certain infor-
mation will lead obviously to advice on record keeping
procedures which will make the information available.
These procedures are again of no value in themselves
if their only direct result is to involve the businessman
in time consuming clerical tasks. This effort must be
rewarded in terms of improvements which are achieved
as a result of knowing information which was pre-
viously not available.

Some recommendaticons can be made without any
figures at all. Consultants can be trained to watch out
for physical conditions which are not conducive to
profitable »peration, and suggestions for better organi-
sation of siocks, proper recording of customers’ debts,
general cleanliness or a brighter physical appearance of
the business in order to attract more customers are
obvious but nonetheless worthwhile.

The final stage in the consultancy procedure is to
make recommendations based on analysis of the figures
and visual observations. The form lists most of the
recommendations which are appropriate for small
shops, and asimilar procedure which has been developed
for small manufacturing businesses is shown in Part 2.
It is unlikely that the business owner will be able to
adopt more than two or three new practices at a time,
and thc secret of successful consultancy is to make
suggestions which will improve the business and be
within the ability of the owner.

LIST OF RECOMMENDATIONS

R = RECOMMENDED
RECOMMENDATIONS
Keep Cash Book

Record Debtors and Advances

C=COMPLETED

DATE DATE DATE DATE

Record withdrawals of cash (in cash book). Pay for goods
withdrawn, if necessary by withdrawing cash and recording it.

Count and Value Stock on (Date). . ... ...............
Tidy up Premises with Special Attentionto ... ..........
Rearrange Stock, in Particular . . ... ............ {1tems)
Open Bank Account

Where . . . .o e e e e e e e
Monthly Deposit. . . . .. .. ittt e

Reduce Stocks by:
a) Lower Price
=10

Present Stock . . . . . . . . .. e e e
Present Price. . . .. . .. . . it e e
TargetStock. . . .. ... .. ... e

b) Stop Buying
Item . . e e
PresentStock . . . . ... ... .. .. ...,
Target Stock. . ... ... .

c} Return to Supplier

em . .. e e e e
PresentStock . . ... ... . ... e
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LIST OF RECOMMENDATIONS (Continued)

RECOMMENDATIONS

d) Free Gift

L= 121
Present Stock . . . . v it e
Basisof Gifts . . ... ... ... e

e} Exchange with Other Traders

[ =1 .1 PSRN
PresentStock . . . .. ... . e

Advertise, [tBmM. . . . . . i e e

{Try actually to do it)

Buy New Stock,

= 3
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DATE

DATE

DATE




CHAPTER 5: PERSUADING PEOPLE TO CHANGE

We have seen that it does not require the use of com-
plicated jargon or specialised accounting knowledge to
produce a useful set of accounts for any business, or
at least to show what information is needed before
such a set of accounts can be produced. Information
on its own however is of no value; it is useful only if it
leads to improvements in the business, and consultants
and their clients will soon recognise the futility of col-
lecting information for its own sake. Even a pre-
liminary enquiry into the problems of small scale
business owners is likely to be difficult unless the
enquirer shows that he is using the information he
obtains there and then for the business person’s own
benefit. It is all the more important that any piece of
information that is given to the field consultants by
their clients is used as the basis for practical recom-
mendations.

It may be thcught that even if consultants can
conquer initial suspicion and obtain information, their
clients will never take advice from them because of
their youth and inexperience. Any learning is most
effective if the learner believes that he himself is the
source of the new knowledge and this may be the only
way somebody can fearn from a person whom he
believes knows no more than himself. A skilful teacher
does not tell a child that two and two make four, but
leads the child to this conclusion by a series of care-
fully chosen questions, so that the child feels he is
making the discovery for himself. Simitarly, on a higher
level, a small business consultant must act as a guide
rather than an instructor. The following dialogues,
which more or less accurately record conversations
which actually took place, illustrate the sort of
approach that is necessary.

The Shopkeeper

Consultant: ‘These figures show you that your shop is
making a good profit on everything it
sells, but it is not selling enough. How do
your suppose you can sell more goods?’

Shopkeeper: ‘By having more customers!

Consultant: ‘And why do you think customers come
to a particular shop?

Shopkeeper: ‘Well, they come where their friends are,
where they can find what they need, and
where it is convenient!

Consultant: ‘Your shop is convenient, and you have
many of your friends and family around
here. Can they find everything they need
here?’

Shopkeeper: ‘Well, | have everything the other shops
have.’

Consultant: ‘Do your customers know you have it?’

Shopkeeper: ‘Well, it's all here on the shelves or on the
floor for them to see.’

Consultant: ‘Can they see it from outside in the mar-
ket place before they have even cecided
to come in?’

Shopkeeper: ‘No, 1 suppose not.’
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Consultant: 'How can you tell them that you have
what they need in here before they ever
decide to come in?’
‘I'm not sure.’
‘Come outside a moment. Now look
around the market, which shops are the
busiest? How are they different from
the others?.
‘They’re all brightly covered with adver-
tisements, and my shop looks very
uninteresting. | can soon change thst.’
They then went on to discuss obtaining more sales
per customer, by selling products that were not already
in stock elsewhere in the village. Here again the shop-
keeper herself recommended the idea, and the specific
items which people presently had to travel to town in
order to find.

Shopkeeper:
Consultant:

Shopkeeper:

The Metal Window Frame Maker

Consultant: ‘You say you want an electric grinder to
smooth the corners of your window
frames now that there is power in the
village, but you cannot get a loan. Our
figures show us that you have a large
amount of money tied up in this business
already. What was the biggest item?’

Window M: ‘The stock of metal strips for windows.’

Consultant: ‘How many months will that big pile of
strips last you?’

Window M: ’About 6 months.’

Consultant: ‘And how often do you go to the city
where you can buy more steel strips?’

Window M: ‘Every week.’

Consultant: ‘And why did you buy 6 months worth
then?’

Window M: ‘Because | got 2%% discount for buying
such a large quantity.’

Consultant: ‘How many grinders could you have
bought for the money you paid for that
strip?’

Window M: ‘Three or four, but | needed the strip.’

Consultant: ‘Yes, but in order to save 2%% on the
strip you deprived yourself of the grinder.
Would you rather have the great heap of
steel strips and the 2%% saving or a
grinder?”

Window M: ‘A grinder | suppose, but what can | do
about it now?’

Consultant: ‘Are you saving already for your next 6
months purchase of steel strips?’

Window M: ‘Yes, | already have a quarter of the
money | need.’

Consultant: ‘What else might you do with that money?’

Window M: ‘Well, it might be enough for a grinder

by the end of next month. ..’

Here the idea of capital as something which can be
employed as is most profitable at the discretion of the
owner, was introduced by the questions of the con-
sultant but the idea appeared to originate from the
businessman himself.




Flour Miller

Consultant: ‘After all our calculations it looks as
though your customers owe you the
equivalent of two months sales. Why are
they so slow to pay?

‘Well, they are poor people like me and
they only pay when they have to.

‘How do they know how much they owe
you?'

‘When | tell them.’

'‘How do you do that? It took you and
me two hours to go through all those
scraps of paper and add up the t:ills. How
do you manage?’

‘They all know they owe me something
and they pay as they can.’

‘Do you think customers are more likely
to pay if you can tell them exactly what
they owe you?’

‘I suppose they are.’

‘How do you think you could improve
your recording of bills so that you could
teil them how much they owed you at
once as soon as each customer came in
at the end of the month with money in
his pocket?’

‘Well, all these scraps of paper are a mess.
Maybe | could put them all together on
a clip or even in an exercise book.’
‘Would you then add up each total only
when the customer came in at the end of
each month?’

‘I suppose | could keep a running total
and always have the total added up for
each customer.’

‘Let’s see in this book how you could fay
itout...

The miller suggested the improved debt recording
procedure and the consuitant only showed him the
proper lay-out after the miller had realised the value of
a better system.

Miller:
Consultant:

Miller:
Consultant:

Miller:

Consultant:

Mitler:
Consultant:

Mitler:

Consultant:

Miller:

Consultant:

Blacksmith
Consultant: ‘We have worked out that your business
is losing money every month. Why do
you think this is happening?’

‘Well, 1 have nothing to do most of the
time, but | still have to pay rent for the
forge, and if | stop paying wages to my
four assistants the best of them will go
to the city to look for work. So | keep
paying out money for wages and rent, but
| have not got enough business.”

‘Why?

"The large new sugar mill has rented most
of the land from the farmers; they use
machines for cultivating the cane, and
nobody wants to buy my tools any more.
‘How do you sell your tools?’

‘As you can see, | have a few leaning
against the wall and people come to buy
them.’

‘How do big companies, like cigarette
factories and torch battery makers sell

Blacksmith:

Consultant:
Blacksmith:

Consultant:
Blacksmith:

Consultant:
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their products? Do customers have to go
to the factories to buy them?’

Blacksmith: ‘Of course not, they sell through whole-
salers, and to shops like that over there.’

Consultant: ‘Do people in other places still need the
kinds of tools you make?’

Blacksmith: ‘In the country further away from the
new mill, ten and twenty kilometres from
here, the Government is encouraging inde-
pendent small holders to grow sugar-cane,
| suppose they still use this type of tool.’

Consultant: ‘Where do they buy from?’

Blacksmith: ‘It is too far for them to come here |
know that. Maybe they can get them in
their villages, but | don’t think there are
any blacksmiths there.’

Consultant: ‘Are there any shops there?’

Blacksmith: ‘Of course there are. Wait a minute, may-

be they could sell my tools for me. | shall
go over there next week to see what |
can arrange.’

Through a series of questions the consultant led the
blacksmith to consider the possibility of distributing
his tools through shops. He was successful in arranging
for a number of shops to sell his tools and his business
recovered.

Oxcart Maker

Consultant: ‘Your carts need to be slightly cheaper
to compete with these from the city.
How can you lower your price?’

Oxcart M:  "We have already worked out the cost of
each cart; you can see that | make very
little profit on each one.’

Consultant: ‘How could you lower the price without
reducing your profit?’

Oxcart M:  'By reducing the cost, but how could |
do that?’

Consultant: ‘What was the most expensive item when
we worked out the cost?’

Oxcart M:  ‘The wooden boards which 1 use for the
body of the caits.’

Consultant: ‘How could you reduce their cost?

Oxcart M:  ‘There is only one saw mill here now, and
I do not want to use cheaper wood, or to
make the carts any smaller.’

Consultant: ‘Why are the boards on the sides the same
thickness as the floorboards of the cart?’

Oxcart M: ‘When | started making carts five years
ago, | got a big pile of boards that thick
from the sawmill that closed down.’

Consultant: ‘Where do you buy timber now?’

Oxcart M:  ‘From the new sawmill.”

Consultant: ‘What about your customers, what sort
of timber do they need?’

Oxcart M:  ‘Now you mention it, some people have

been complaining that my carts are too

heavy; thinper side boards would save

weight and money, and they would be

quite strong enough even if they were

only half as thick as the floorboards.’

The oxcart maker completely redesigned his carts as

a result of this conversation; they were lighter, easier to
make and far less expensive as a result.




CHAPTER 6: WHO IS TO PROVIDE THE SERVICE?

The preceding pages have described a system for
individual consuitancy for small businesses, and the
reader will by now have some idea of how it actually
works in practice. There are many perfectly valid
reasons for doubting whether the system as it is would
work under a new set of circumstances, and the reader
should at this stage try out the procedure on some
small businesses which are known to him. If the
business people are made to realise from the beginning
that the intention is to help them with their prob-
lems they should be willing to co-operate, and it should
be possible to confirm by experience that what is pro-
posed is practicable. It should also be possible to
develop and adapt this system to local circumstances.
After a few trials the reader should have a better idea
than before of the nature of small businesses in his
area, and, more importantly, it should have been pos-
sible to give one or two useful management pointers to
the businesses themselves.

If the reader approaches a small representative
sample of small businessmen in this way, he will not
only test the system, but will also get some idea of
their major problems. We have seen that experience
with small business people throughout the world has
often shown that most of them believe that their major
or only problem is their shortane vf capital. The infor-
mation obtained, anc the recommendations given, may
show that this belief is indeed the case but as in the
numerous examples aiready discussed, there are always
many other problems which the business owners can
solve for themseives. If these management errors are
corrected, the shortage of capital may appear to have
been illusory. If there is still a genuine need for more
capital, the businessman will as a result of improved
management be able to maxe far better use of it than
he would have done before.

The system may need modification, and the list of
recommendations in particular may have 1@ be supple-
mented or changed according to the most frequent
local problems. It may also be worth producing a
special list of questions and recommendations to suit
particular types of local businesses which need manage-
ment assistance. Once it has been accepted that the
system as presented here, or some modification of it,
can indeed be a useful tool for bringing better manage-
ment to small businesses, it is necessary to investigate
the practical problems of organisation, staffing and
management.

So far we have said nothing about the type of
institution which might operate a small business con-
sultancy service. There are many types of organisations
which have an interest in improving the efficiency of
small business; these may include the following.

1. Suppliers

Small businesses are important customers for manu-
facturers of equipment, raw materials and finished
products for resale to the public, and some of today’s
small businesses will be the large ones of the future.
Far-sighted suppliers are interested not merely in how

large an order they can obtain here and now; it may
even be to their long term advantage to advise a cus-
tomer to buy less, or a smaller machine, if by so doing
he will be more successful and thus a better customer
in the long run. One of the best ways of increasing sales
to small businesses is to offer them credit, but this can
be expensive if the businesses are badly managed and
unlikely to be able to pay their bills. If a supplier
wishes to increase his sales by offering credit he may be
well advised to attempt first to improve the standard
of management of the small business owner to whom
he hopes to sell his products.

2. Development Agencies

Government and other organisations are often in-
terested in extending the use of various modern tech-
niques in developing countries, not because they can
make money by selling them, but because their use
would benefit the people. The Ministry of Agriculture
tries to persuade farmers to use hybrid seeds, new
tools, modern fertilisers and insecticides, and health
and welfare organisations are anxious to promote the
use of family planning devices or other health pro-
ducts. Sometimes organisations like these try to
develop their own system for distributing the products
involved, but they often find that existing small busi-
nesses are a cheaper and more effective way of bringing
things to the mass of the population. The distribution
job will be performed more efficiently, with less
need for supervision, if the distribution outlets are
well managed, and government ministries and others
are often prepared to devote substantial resources to
improving retail management for this reason. They may
also be interested in persuading local craftsmen to
manufacture and sell simple improved farming tools
or other locally used equipment. Here again, it is neces-
sary to improve the general management standards of
the small business people who are to make the new
products and also to bring them the necessary infor-
mation about the new products.

3. Banks

A banker’s business consists of receiving deposits and
lending money to individuals and to businesses. If
businesses are more successful more of them will open
bank accounts and make larger deposits. Bankers have
often been accused of using the funds deposited by
small scale local enterprises for lending to large organi-
sations which are often of foreign origin. The bankers
sometimes have no choice, since the local small enter-
prises are so badly managed that they cannot safely be
given loans. Banks are therefore interested in improving
the management of small businesses bath to increase
their deposits and to make them into reliable bor-
rowers. A different and more urgent need arises when a
bank has lent money to a small business owner who
then falls behind on repayments. The bank may
enforce its legal rights and recover some part of the loan
at a considerable expense in legal fees and loss of good
will. The bank may alternatively try to help the busi-




ness man to rescue his business so that he can repay his
debts and carry on in the future. Individual consulting
is clearly the best way of doing this.

4. Government

Many government or other organisations are interested
in improving small business management. It is in the
national interest if every aspect of the economy is
efficientty managed and makes the best use of the
resources employed in it. Many governments have
started subsidised lending schemes to lend money to
small businesses which is a reasonable response to the
business people’s own belief in their need for more
capital. Borrowers from subsidised government banks
often fail to repay their loans as agreed, andi govern-
ment is therefore forced to concern itself with manage-
ment if only to recover money already lent out. It is
obviously more effective to try to improve manage-
ment before lending money, or in order to show that
loans are not needed at all. For this reason government
agencies are probably the most likely organisations to
want to become involved in small business consultancy.

5. Voluntary Organisations

In many countries village-based voluntary organisations
are involved in trying to promote economic develop-
ment. These may be of local or foreign origin, and
include churches, chambers of commerce and private
charitable foundations. They may originally have been
interested in education. health or agricultural practices
but it often becomes clear that small businesses are an
essential part of community development. Organisa-
tions of this sort are an ideal basis for a small business
consuitancy service since they are not affected by
centralised regulations, inflated city-based salary scales
or the general bureaucratic resistance to change. It
may be that an original initiative of this sort can be
applied on a small scale and shown to work by a
voluntary organisation and can then be taken up
nationally by the Government or other large scale
institution.

A number of different types of organisation are
thus likely to be involved in improving small business
management from a variety of motives. If individual
consultancy is appropriate there are nevertheless
certain basic rules which will apply to any service:

1. Experience has shown that small business people are
often so anxious to receive a loan that they will be
willing to do almost anything to increase their chances
of getting one. It is tempting to encourage better
management by offering loans as a reward. This must
be avoided at all costs; if a businessman starts to keep a
cash record, or to improve his stock control procedures
because he thinks this will increase his chances of
getting loans, he will not maintain the improvement,
nor will he realise its full benefits. If he gets a loan he
will revert to his previous practices because the new
technique has served its purpose, and if he fails to
receive a loan he will in due course abandon the im-
proved practice because it has not done what he
expected of it. The consultant may make use of a
businessman’s desire for a loan by saying that the
consultancy may help him to achieve his ultimate
objectives without having a loan at all. He may also
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argue that if he does get a loan the consultancy will
enable him to make better use of it, but it must never
be stated or implied that the consultant’s advice should
be followed because this will lead to a loan being
granted.

2. The ultimate objective of the organisation spon-
soring small business consultancy may well be to sell
more goods or develop customers for raw materials
or banking and similar services. The organisation must
however recognise that if the consultants are also
actively engaged in promoting the organisation's other
services they will be regarded by the business owners as
ordinary commercial salesmen, and their general
management advice will be regarded as subordinate to
the’r main goal. Some suppliers find it necessary to
foster the establishment of small-scale organisations to
use or sell their products since none existed before. Qil
companies set up independent garages, flour millers
sponsor local bakeries, soft drink manufacturers set
up small-scale bottling concerns and machining or
welding equipment suppliers encourage the establish-
ment of local workshops. Organisations in this situation
can make good use of consultancy services, but here
again the consultants must act in the interests of the
small business owner before they consider the interests
of their employer. If the service has been properly
constituted there will in fact rarely be disagreements
between the two interests.

3. Programmes which are suggested and started by the
headquarters of a ministry, or the head office of a
bank, often fail because the instructions, and :he
‘feedback’ from the field have to go through so many
different levels and different individuals. This is par-
ticularly likely when the programme concerns farge
numbers of small-scale enterprises and when there is a
need for flexibility and change as the project develops.
The best development projects are often started by
local officials on their own initiative; these people
prove that a certain approach can work by actually
doing it on a very small experimental basis, with little
or no special funding, and it can then be extended
gradually from one region to another. This is probably
the best way to start a small busii .ss extension service;
if the original idea comes from headquarters a selected
and reliable official in the field should be given the
authority to experiment as he thinks fit for one or two
years, with a minimum of control and interference from
headquarters. Once he has developed a successful
approach, and can show that it actually works in the
field, it can then be formally adopted by the head-
quarters and applied elsewhere.

This manual cannot possibly describe all the dif-
ferent situations where it may be possible to start a
small business extension service. ft is unlikely that a
special organisation would be set up to do this and it is
usually better to work through existing institutions
rather than to try and start new ones. One of the main
difficulties in many countries is that too many organi-
sations are trying 1o help small businesses; it is very
difficult for them to avoid confusion and duplication
of effort, and they start to compete with each other
rather than trying to help small businesses. Every
organisation needs some sort of headquarters, with a
director and some administrative staff, and if there




are large numbers of different organisations or depart-
ments, there are likely to be large numbers of admini-
strators who are not actually in the field helping small
businesses at all.

In most countries there are are some pro-
grammes of assistance for small businesses, and many
people who are involved in them already realise that
small business people need individual on-the-spot advice
to enable them to make good use of the other services
such as loans, courses or technical assistance. Officials
who are responsible for granting loans, or instructors
who teach on small business management courses,
often try to get out to the small businesses themselves.
This is not their main job, however, and they can only
visit a very small number of businesses. This experience
will certainly improve their ability as loan officers or
management instructors, but they cannot possibly
provide a full scale advisory service. It would be too
expensive to recruit sufficient staff with the same
qualifications as existing loan officers or instructors,
and the system outlined in this manual should solve
this problem.

In other cases, extension staff may already be in
the field, advising farmers or assisting with general
‘community development’. They may have had some
elementary training in agriculture, child-care, sanitation
and other subjects, but they are usually unable to help
small-scale business people very much because business
management is beyond their scope.

This is unfortunate since total community develop-
ment can only take place if every part of the com-
munity progresses together, and small businesses are
particularly important as a source of employment
opportunities. The advice to farmers or mothers for
instance, may also depend on small business people,
since they will have to make or supply the necessary
tools, fertilisers, medicines or other new items whose
use is being recommended by the extension officers.
The methods outlined in this manual can be used in
these circumstances to enable existing extension staff
to extend their coverage to small businesses.

The types of situation where a small business exten-
sion service can usefully be added to existing activities
may be itlustrated in this diagram:

ACTIVITIES COVERED

Services . Community Small
Farm

Provided rming Development | Business

Loans Yes Yes Yes

Courses Yes Yes Yes

Teghmcal Yes Yes Yes

Assistance

individual

on-the-spot Yes Yes No

Advice
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A small business promotion organisation may need
to offer individual advice, or an individual advisory
service may need to include small business. In either
case, the ideas in this manual may be of sorne help.

The concept of using people with no specialised busi-
ness training, limited secondary education and no busi-
ness experience as small business consultants is very
new, and there has been little practical experience of its
application in the field. it may be helpful to give ashort
account of some field experiences in Sri Lanka, Indo-
nesia, Brazil and Kenya in order to show different types
of situation where the method has proved to be useful.

Sri Lanka

The YMCA in Sri Lanka has diversified its programmes
in recent years to include vocational training, and other
projects in the national interest. Two staff members
became interested in the problem of management in
small-scale enterprises and developed a training model
for planning and setting objectives specificaily for
people with little or no previous management training.
Experience with over 100 trainees in towns throughout
the island clearly demonstrated the interest and need
for this type of training. However, it was obvious that
this should be followed up by visits to participants in
their own businesses to ensure that they had actually
applied what they had learned.

In another project, an eighteen-year-old staff
member, a secondary school leaver, with no previous
business experience, was asked to experiment with the
procedures outliined in this manual. Though involved in
other activities at the time, he contacted a number of
rural small business people and started advising them
on the basis of the information from the questionnaire
in Chapter 4. Several businesses have adopted his
recommendations. If he achieves further success, and
results at the time of this writing suggest that he will,
the approach may be modified on the basis of his
experience and adopted by other workers elsewhere in
Sri Lanka.

Indonesia

In Indonesia the Government is heavily committed to
assisting small business; there is a large loan programme
which is administered by local branches of the state
banks, and the Department of Industry provides large
numbers of technical training courses for various types
of small-scale business. They also run management
training courses, but it is clear that individual follow-up
is needed for participants in both types of courses if
the best results are to be obtained. In some cases,
participants have started to make new products as a
result of what they have learned in the technical
courses, but because of their lack of management skill,
and because the products were not exactly suitable for
their individual situation, this has led to substantial
losses. They have been unable to calculate the costs of
the new products nor have they been able to sell them.
The Department of Industry cannot possibly follow-up
all the course participants individually, since they
already have more than enough work to do giving
courses. Similarly qualified staff cannot possibly be
recruited in sufficient numbers.




At the same time another Government department
is responsible for a programme under which university

ctudents enend six months or two vears based in rural
students spend siX montns or two years based in rurat

villages; they provide advice on a wide range of sub-
jects, but up till now they have not worked with small-
scale business people.

It is now proposed that these community develop-
ment volunteers should receive some training along the
lines suggested in this manual so that they can fill the
gap in the present small business promotion pro-
gramme. Fortunately there is sufficient opportunity
for co-operation at the village level in the field so that
the specialised small business instructors and the
general community development workers can work
together effectively. In this way the training needs of
the small business people can be satisfied without
setting up a new institution.

Kenya

Partnership for Productivity (P.f.P.) is 2 United States
based non-profit foundation which aims to assist with
the promotion of rural small-scale commercial and
industrial enterprises in developing countries. Partner-
ship for Productivity (Kenya) was set up in Western
Kenya in 1970. Under the direction of a Kenyan board
of directors, experienced businessmen came from the
United States and the United Kingdom for two years
each to advise local enterprises. Some of these busi-
nesses were also provided with loans. Several enterprises
were assisted and some totally new ones were started,
but the schemes suffered from a lack of continuity and
rather limited coverage in relation to total expenses.
The businesses tended to become totally dependent
on P.f.P. assistance and some loans had to be written
off.

In an effort to remedy this situation, P.f.P. started a
village-based revoiving loan fund in 1973, and provided
a young accountant trainee to help the market com-
mittee administer this fund. This was highly successful,
and the P.f.P. board was, therefore, highly receptive
to the idea of using ‘schoolboy consultants” when this
was suggested early in 1974. A group of trainees was
soon recruited and by early 1976, after two further
training programmes had been run, around twenty
consultants were in the field covering some 700 busi-
nesscs. The specific results of this programmein terms of
new jobs, increased profits and new activities are
mentioned elsewhere in this manual. P.f.P. has found
that by using consultants of this sort they have enor-
mously increased their coverage, and they are effec-
tively co-operating with banks, the few large-scale
industries in the area and with Government officials.
This successful initiative is being studied by people
interested in small business development from else-
where in Africa and other countries, and there is no
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doubt that one reason for its success has been that the

_P.f.P. organisation is locally directed, and is small,

flexible and not tied down by

LU et QOW

Government regulations
and salary scales or the need to submit every proposal
to a lengthy approval procedure. This example suggests
that if a small business advisory service is started by
Government or other large organisation, they should
try very hard to make it as independent as possible,
particularly in the early stages.

Brazil
The city of Salvador, in Bahia province of north-east
Brazil, has over one million inhabitants, and its popula-
tion is increasing at around ten per cent per year. There
is thus a desperate need for more jobs in the city itself
and in the rural areas in order to discourage further
urban drift. The Unido Nordestina di Asuba as
Pequenos Organicaoes {{NO, Bahia) has been set up as
an independent foundation in order to help develop
small-scale enterprises. Its directors include represen-
tatives of large companies in the area, the University,
the Government and the Rockefeller Foundation
and funds are solicited from these and other sources.
The Foundation retains its independence and flexi-
bility however, and plans in 1976 to train some twenty
first-year undergraduates who will operate as part-time
small business consultants, supplementing the efforts of
the ten final year students from the various faculties
who are already advising small businesses. It is hoped
to cover some eight hundred small businesses by the
end of 1976 but the directors estimate that there may
be sixty thousand small businesses in the whole region.
University students are not cheap, and in any case
there are clearly not enough of them, nor are they
conveniently located, to reach the mass of small busi-
nesses in rural as well as urban areas. it is therefore pro-
posed that in 1977 the nucleus of thirty student
consultants, of whom some will by then be full-time
graduate employees, will train a further one hundred
and twenty high school trainees who have failed to
obtain a place at the University. There are large
numbers of these young people, they are willing to
work for a fairly low salary and they are scattered
throughout the region. In subsequent years, if all goes
well, the number will be increased so that the whole
region will be covered. UNO Bahia cannot possibly
achieve its objectives if they continue to employ only
university students as consultants. Concern is already
being expressed at the present cost per business assisted,
and far larger numbers will be needed in the future.
The Organisation is free to solve the problem as it
thinks fit, and the methods of training and field
organisation outlined in this manual should help UNO
Bahia to make a significant impact on the employment
situation in North East Brazil.




CHAPTER 7: HOW TO SELECT CONSULTANT TRAINEES

Most developing countries have found that it is easier to
provide education than to provide jobs. It should there-
fore not be a problem to obtain large numbers of applica-
tions for small business consultancy positions, given the
relatively low qualifications that have been found to be
necessary. Applicants can be solicited by advertising or
by word of mouth, and the organisers of a consultancy
service are more likely to be embarrassed by too many
applications than to fail to obtain enough. In order to
ensure that all applicants are basically suitable, it is
necessary to specify the minimum qualifications at this
stage. These should be more or less as follows:

1. Age

Field experience shows that business people are quite
willing to accept advice from young people, but it is
probably best to demand a minimum age of 20 or
thereabouts. This will guarantee that all the applicants
are adults, and if most of them have had some employ-
ment after schooling, or have suffered from unemploy-
ment, either experience will be valuable to them.

2. Sex

In many countries a large proportion of small busi-
nesses are owned and managed by women. Tradition
may suggest that teaching or consuiting is best carried
out by a man, but field experience has shown that old
traditions do not necessarily apply when people are
faced with a new situation. Women should be em-
ployed as small business consultants if they are quali-
fied to do so, and their success may well provide an
example to other women who are constrained by
outdated traditions.

3. Domicile

Applications should probably be requested only from
people who live in the area where they will be required
to advise small businesses. This is for three reasons:

a) Research has shown that the best advisors are those
who clearly know more than their clients about the
subject of the advice, but are otherwise as close as
possible to the background and origin of the people
they are trying to help.

A knowledge of the local dialect and of local con-
ditions, such as harvest times and so on, is obviously
helpful to a small business consultant.

One of the main aims is to offer an economical
service. Accommodation and transport costs can
be minimised if the consultants live at home, and if
their homes are in the middle of the area where the
businesses which they are to advise are located.

If dialect and local knowledge are not critical, and
funds are available for accommodation expenses, there
may be social advantages in employing people as con-
sultants away from their home areas in order to foster
the development of a national as opposed to a narrow
regional spirit of enterprise.

b

c

4. Education
Much of what is taught in schools will never be of
direct value to a small business consultant. Schooling
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is important, however, for four reasons:
a) In a situation where only a minority can proceed
beyond primary schooling, the very fact that a per-
son has been to secondary school indicates that he is
of above average intelligence, and perhaps more
tmportant, has unusual qualities of initiative and
determination and a desire to better himself through
hard work.

Lessons of any sort train the mind to accept and
retain  information. This consultancy system
depends for its success on the consultants working
to certain principles and procedures which must
be learnt during a very brief training period, and all
things being equal a person with more schooling is
more likely to be able to do this than one with less.
Education is still a relative novelty for the mass of
the people in many developing countries. Old
people have traditionally been respected, but now
the young who are educated beyond the average
level are also regarded with some respect because
people recognise that they know things of value to
the community as a whole. Many of the small busi-
ness people will be two or three times the age of the
consultants, and their respect for education will
help to compensate for the youth of the advisors.
The main determinant of success in any task is the
self-confidence of the person who is trying to do it.
Young people who have succeeded in obtaining
secondary education when it is only available to a
minority are likely to be confident of their own
ability, and this will help them in the task of ad-
vising small business owners. If they have been
unemployed for a period after leaving school, they
may have become disillusioned but success in
obtaining a job as a ‘business consultant’ will rekindle
their enthusiasm and self-confidence.

The optimum educational qualifications will vary
according to local conditions; in some countries any
full-time education beyond six or seven years of pri-
mary schooling may be unusual enough to set a person
apart from the majority. Elsewhere, where education is
more fully developed, it may be appropriate to recruit
from those who have qualified for university but have
not been fortunate enough to obtain a place, or even
from Diploma or Degree holders. If the consultancy is
to be economical, it is vital that the consultants should
be willing to work for low salaries, and should be glad
of the employment even though it is poorly paid and
involves hard work, away from the bright lights and
other attractions of the modern city environment. The
correct level in any country can best be identified by
starting at the highest educational level and examining
the numbers and employment situation of each. The
highest qualified are nearly always few in number and
have no problem in finding employment. Further down
the scale, a group will be identified who have above
average education but for whom there are insufficient
employment opportunities. This level of education is
the one to specify for recruits to small business con-
sultancy.

b
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In some countries it may be possible to recruit
trainee consultants who have had some secondary edu-
cation and have also been through a short general
course in commercial subjects, book-keeping or elemen-
tary accounting. Experience has shown that trainees
with this type of gqualification find it easier to grasp
the basic principltes involved and are able more quickly
to progress into fairly high level consulting. Accounting
and book-keeping are however, often taught in a way
that is difficult to understand so that trainees who have
been through this type of specialised course may have
to be ‘untrained’ in order to enable them to explain
the purposes and techniques of accounting in a simple
way.

'f people with this type of qualification are available,
and if it is possible to recruit them within the budget
of the organisation, then they are clearly preferable to
secondary school leavers with no business training at
all. If necessary however young people with four or
less years of secondary education, who have done little
mathematics and no economics or other business-
related subjects are nevertheless able to be effective
consultants after going through the training programme
which is outlined in the second part of this manual.

The Recruitment Programme

It is unwise to try to recruit more than five trainee
consultants at one selection session. It should not be
necessary for applicants to travel far to a selection
session and it will be impossible to evaluate each appli-
cant properly if too many are dealt with at the same
time. If possible, six applicants should be invited to
attend for interview for every one who is proposed to
be recruited. A total of five recruits would therefore
call for thirty applicants to be interviewed and this is
obviously a large number for one occasion.

The tests and interviews will clearly take a great
deal of time but because proper qualifications are of
less importance than personal qualities, the interviewing
process is absolutely essential. Examination results or
reports from teachers or other referees bear little
relationship to a person’s initiative, self-confidence and
ability to persuade others to co-operate and follow his
advice. Only by interviewing a large number of appli-
cants can the organiser be sure of obtaining trainees
with the necessary personal qualities.

A consutting programme for small businesses can
and should be started on a small scale. The concept and
practice can be tested in one area and with one type of
business and can then be modifed and applied else-
where. It is probably unwise to attempt to train more
than twenty recruits together at the same time, and six
or seven are a more suitable number. This makes the
selection process less daunting than if several hundred
recruits have to be selected all at the same time.

The procedure for the selection session should be as
follows:

1. The written application letters should be evaluated
on the basis of the stated qualifications and the presen-
tation. Applicants who clearly do not conform to the
simple educational qualifications already discussed,
those who cannot provide adequate references and
those who have presented their applications so poorly
that they appear to have no idea of the importance of

first impressions, should be eliminated so as to leave
a sufficient number to be invited to the actual inter-
views.

2. The applicants on the resulting ‘short-list’ should be
invited to a group meeting at a central point in the area
where they are eventually to be employed. A school or
other suitable meeting place should be arranged, and
the invitation should stress the precise time and place
of the meeting.

3. The meeting should start with a brief presentation
by the organiser. He should describe the job and should
stress the hard conditions which are involved. He
should reveal the exact salary which is to be offered,
together with any contributions to expenses that will
be possible, and he should stress that trainees or con-
sultants who cannot grasp the principles involved or
who abuse the freedom they will have because they
work on their own without supervision, will be sum-
marily dismissed. Applicants should then be invited to
withdraw their applications if they are discouraged by
this frank description of what is involved. Withdrawals
at this stage can solve many problems later on.

4. A suitable local modification of the following test
should then be given to the applicants. This tests
applicants’ ability to make simple calculations fairly
quickly, and gives some idea of their basic appreciation
of business principles.

CONSULTANCY APTITUDE TEST
Time Allowed: TWENTY MINUTES

Write your answers, together with the necessary cal-
culations NEATLY on the separate sheet provided.

1. A shopkeeper buys a box of 20 headache pills for
$1.80. He then sells the pills for ten cents each.
How much profit does he make on each box?

2. Add $93.50, $3.75 and 65 cents. Take $32.85
away from the total of these three amounts.

3. Take $12.35 and $23.50 away from $1250.

4. A shopkeeper pays out rent of $b per month,
licence fees of $15 a year and transport costs of §2
per month. What is the total of his annual cost of
rent, licence fees and transport?

5. A shopkeeper has $10 to spend on new stocks. She
can either buy ten blankets, which she will sell for
$1.50 each, or one hundred packets of tea, which
she will sell for eleven cents each. She will sell
the blankets at a rate of one per month, and the
tea at a rate of one hundred packets per month.
Should she buy the blankets or the tea, and why?

5. The tests should be marked as quickly as possible.
It is likely that some at least of the applicants will have
failed to answer any of the questions. These need not
be interviewed or asked to stay any longer.

6. The remaining applicants should be asked to draw
a simple sketch map showing exactly where they live
in relation to the central point in the area where the
consultancy service is to be provided. This will ensure
that the final trainees who are recruited are reasonably
well spread out in the area if possible, and the exercise
of drawing a simple sketch map is also a useful test of



common sense and iieat presentation, beth of which
are necessary for effective consulting.

7. As each applicant enters the private room where the
individual interviews are held, the interviewer should
evaluate his or her personal appearance. if he has
made no attempt to appear neat and clean, this will
suggest that he is not particularly interested in getting
the job, and that he fails to appreciate the importance
of making a good first impression.

8. The actual interview should last at least ten minutes
for each applicant, and there should, if possible, be
more than one interviewer. The objective should be to
evaluate the applicant’s self-confidence and initiative,
since his academic qualifications and success in the
written test should have proved his basic intelligence.
The int--viewer should ensure that the applicant is
fully at ease, but if the applicant fails to overcome his
nervousness, this is sufficient evidence to justify his
rejection, since a consulting session is very similar to an
interview; the businessman will evaluate the consultant
before co-operating with him. Numerous techniques
exist for evaluating the selling ability of applicants for
salesman’s jobs, and a similar approach is appropriate
for small business consultants. One simple device is to
hand the applicant a pen and to ask him to persuade
you, the interviewer, to buy it, or to show you how to
do some simple mathematical calculation, such as multi-
plication or division. The applicant’s reaction to such an
urexpected request, and his performance, will give a good
idea of his likely behaviour in the consulting situation.
Each applicant’s personality in terms of potential as a
small business consultant should be rated on the scales
between ten for the best, and zero for the poorest.
9. The applicants should be asked if they ! ive any
business experience, even for a few months working in
a relative’s shop or store keeping in a warehouse.

10. Before and during the interview, each candidate
should be rated according to a predetermined scale.
Exceptionally good references, examination success
in appropriate subject areas such as economics or
mathematics, appropriate job expericnce and a well
presented map and neat personal appearance should all
be counted as one mark. The absence of any of these
indicators should be counted as zero. If the written test
score and the personality potential rating are also
included this will give a maximum mark of twenty.
The scores should be recorded on a prepared form of
the following type:
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NAME:

CONTACT ADDRESS:

REFERENCES 0—1.....
RELEVANT EXAMINATION SUCCESS 0-1.....
RELEVANT JOB EXPERIENCE 0-1.....
MARK ON TEST 0-5.....
MAP PRESENTATION 0-1.....
PERSONAL APPEARANCE 0-—-1.....
PERSONALITY POTENTIAL 0-10.....
TOTAL 0-20 .....

Experience suggests that if the required qualifi-
cations have been put at the right level, and the oppor-
tunity has been effectively publicised there should be
no problem in finding enough suitable trainees. The
rating system outlined above can be used to avoid any
indecision; but the marking system is only a tool;
consultancy of this sort is more a matter of successful
persona! relationships than of any particular technical
skill, and the interviewer is not likely to go wrong if he
allows himself to be guided by his own personal
reactions to the applicants as people.

At the conclusion of the selection session, the suc-
cessful applicants should be given clear instructions as
to when and where they are to report for duty. If
administrative requirements allow it, there should be
no delay for formal letters of appointment and other
formalities since delays of this type lead to a lack of
enthusiasm and even to a loss of potential recruits. In
order to avoid any delay it may be possible for the
selected recruits to start immediately with a census of
the relevant businesses in their particular areas. This
will introduce them to the environment in which they
will be working, and will prepare them for the specific
training which will occupy the first two months of
their employment. The recruits will need very clear
guidance on how to carry out such a census, since they
will at this time have had no training of any sort. A
possible format for the reporting form to be used is
given in Part 2. A census of this sort can provide
urgently needed information about the numbers, types
and locations of small businesses in the area.




CHAPTER 8: THE TRAINING PERIOD

The second part of this manual contains a complete
training course for the consultants; much of the con-
tent and other details of the consultants’ training wiil
obviously depend on the institution which is running
the advisory service, and the way it is organised.
Chapter 6 described some possible types of institutions
which could usefully offer a small business advisory
service, and Chapter 9 gives some suggested guidelines
to the supervision and organisation structure within
which the consuitants should work. The basic struc-
ture of the training course should be adaptable to any
type or organisation, but it must be carefully amended,
supplemented and modified before it can be used in
any given local situation. The introduction to Part 2,
and individual sessions, include suggestions as to how
this can be done.

The training course includes detailed notes and
guidelines for approximately twenty-one days of
instruction. Each session involves one or more of the
following methods of teaching:

1. 40% of the total time is devoted to lectures, with
frequent suggestions for ways in which the instructor
should elicit discussions and comments from the
trainee consultants, and devices for ensuring that they
have understood what is being taught.

2. 30% of the time is spent on exercises, where the
trainees work on assignments such as case study prob-
lems, which reproduce some of the problems which
they are likely to meet when advising small-scale
business people. These exercises may be done by the
trainees individually or working in small groups of two
or three together, and they include role playing exer-
cises and other devices whereby the trainees can
reproduce, in the classroom, some of the situations
they will meet in the field.

3. The trainees spend about 25% of the training period
on field assignments, where they actually have to go
out and gain experience of contacting smali-scale
businesses, with specific objectives. Such assignments
are usually followed by discussion, so that the trainees
can share their experiences, problems and ideas.

4. About 5% of the period is spent on tests, which will
enable the instructor to check how well he is putting
over the necessary knowledge and skills to the trainees.
They will also help him to decide when trainees are
ready to work with small businesses in the field.

The training programme concentrates mainly on
shopkeepers; although small-scale industries are men-
tioned from time to time, the main emphasis is on
retailers. This is because shopkeepers need advice, and
because shopkeeping does not involve any craft or
particular technical skill, but it includes all the manage-
ment skills that are needed in any type of business.
Novice consultants can therefore learn about the prob-
lems of management, and how to solve them, without
being distracted by their ignorance of a particular craft.
Nearly everybody has at one time or another bought
things from retail shops. The trainee consultants will
therefore start with some familiarity with the type of
business they are going to advise.

Because there are so many shops, it is usually fairly
easy to find convenient places for each trainee to carry
out his practical assignments during training; during the
class sessions themselves it may be useful to demon-
strate a point in practice, and there are likely to be
large numbers of shops nearby where this can be done.
It may be more difficult to find conveniently located
workshops of a particular kind.

There may of course be good reasons why the con-
sultants should be trained to start by advising small
manufacturing businesses, of all kinds or of a particular
kind. The consultancy service may be associated with
an organisation which is trying to develop a particular
kind of activity, or it may be based in an area where
there are large numbers of sawmills, bamboo pro-
cessors, brick and tile makers, sugar mills or some other
industry which depends on local materials.

This manual cannot include training material to
cover every possible type of industry and for this
reason it concentrates to some extent on retail shops.
Suggestions are given as to how the service can be
applied to manufacturing industries, and how the con-
sultants’ training may be extended to cover them. It is
important to emphasise that management cannot be
separated from the activity which is being managed,
particularly in small businesses where the manager is
nearly always a craftsman himself.

The consultants need not know as much about the
technigues as the business owners themselves, but they
must have some familiarity with what is involved; with
experience they will be able to grasp the essential
management aspects of any process in a short period,
but at first they will need training in the technical
aspects of every type of business they are to advise.
Such training must be added io the basic course which
is provided if the consultants are to start by advising
manufacturing businesses. This can most easily be done
by a minimum of classroom sessions to explain the
basic processes, preceded and followed by fairly
lengthy periods working in the industries themselves,
as unpaid assistants and gradually as novice consul-
tants, in the same way as they are expected to work in
shops during the training period described in the
second part of this manual.

It may be possible to employ specialist technical
advisors who can be called upon by the general con-
sultants to advise on particular problems. Even if such
people are available the general consultants must have
familiarity with the processes involved in the industries
which they will meet in order to decide when there is
a need for specialist advice. If a consultant is so
bewildered by the noise, dirt and techniques involved
in many small-scale manufacturing enterprises he will
not be able to provide any useful general management
assistance.

It may also be possible to hire an accounting
specialist to deal with the accounting problems of the
larger clients, a designer or artist who can help with the
design of new products and with the creation of pro-
motion material and signs, or a marketing specialist




to assist with the processing, storage and marketing of
farm products, with individual clients’ marketing prob-
lems and with the co-ordination of small units’ joint
marketing programmes. In one case in Kenya a general
consultant obtained accountancy qualifications
through home study on his own and he was promoted
to accounting specialist in order to provide him suf-
ficient responsibility and pay to prevent him from
leaving for a better job. The experiment was extremely
successful.

Technical specialists in metal-working, wood-work-
ing, leather technology, tailoring, ceramics, textiles,
mechanics or other particular industries may be
recruited when the service has reached the scale where
proper use can be made of their services butitisimport-
ant not to give the impression that a successful con-
sultancy service depends on the presence of highly
qualified specialists. In the early stages there are
unlikely to be enough funds or clients in order to
justify the employment of these people and an effec-
tive and viable service can be provided by general
consuliants alone.

It is more important to have someone on the staff
who has practical business experience rather than to
spend scarce resources on specialised technical know-
ledge. Management is the key factor which must control
technology, and an experienced manager can
usually help more than a highly qualified technician,
both with training and with field consulting.

Timing

The sessicns outlined in the training programme may
be given continuously over twenty-one working days.
Within this period are a number of occasions when the
trainees as a group and individually leave the classroom
and go into the markets and businesses around them. It
is also possible for the training to take two or three
months, with fairly long periods of assignments to
businesses between the classroom sessions. It may for
instance be convenient to have two full days or four
half days of classroom work each week, spread over
two months with the remaining days being spent
working in businesses or completing assignments at
home. The choice of timing will depend on a number
of factors:

1. If the field supervisors are themselves experienced
and able to provide effective support to the trainees
then it may be possible to have a short training pro-
gramme. If, on the other hand, the supervisors them-
selves need more experience and confidence, and the
training is being undertaken by one or two people who
have some experience but are not supervisors them-
selves, it may be necessary to introduce the trainees
more gradually to the real consulting situation by
means of a longer course which almost unnoticeably
shades into full consulting.

2. Travel and accommodation problems may make it
less expensive and more convenient for the trainees to
live together for three or four weeks, prior to returning
home, or it may be easier for them to travel to a cen-
tral point once a week for a longer period. If the
trainees can do much of thei: training in the same area
and the same businesses where they will eventually
be working full time, this will help them to become
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introduced and will encourage co-operation from the
business people since they will feel that they have
actually helped to develop the people who are going
to advise them. Since the emphasis of the consultancy
approach is on ‘shared learning’ rather than one way
communication from the ‘expert’ to the client this
involvement can be very helpful.

3. The trainers or the classroom facilities may only
be available for a short period so that the training may
have to be as brief as possible. If this is the case how-
ever, it is particularly important that the field super-
visor should be involved in the training and should be
able to continue the process in the field when the
formal training ends. The training course is, in any
case, only the first stage, and trainees should continue
to have instruction on the job for as long as they are
employed.

4. If the selected education level means that the
trainees have some knowledge, however elementary, of
book-keeping and simple accounts, and they have been
reasonably well taught, the training process may be
iicker. It is possible however that it will take longer
to ‘untrain’ badly trained accountants than to intro-
duce complete novices to the very simple techniques
needed for this consultancy.

Numbers

The training course, or variants of it, has been success-
fully used with groups of four or five trainees and
with fifteen or more. The totai number on any course
will obviously depend on the number required for the
service, whether it is the first stage or a subsequent
expansion. Whatever the requirement, there will still
be a number of questions to be answered:

1. How many extra recruits should be put into training
to allow for voluntary departure or failure to master
the material? Experience has shown that around one in
four or five of the trainees will drop out during the
training period. If th2:y have been properly selected
they should have no difficulty in following the material,
and they should be enthusiastic. Errors are bound to
occur however, and some trainees may leave because
they are unwilling or unable to grasp the necessary
lessons. It is more likely that some will leave because
they find other jobs; if their training helps them in
their new jobs it has by no means been wasted.

2. Should extension trainees be recruited withi the
deliberate intention of eliminating the lowest ‘scorers’
in the final test? It is probably not necessary or useful
to start off the training course with the definite inten-
tion of eliminating some members at the end, since the
atmosphere of competition and mistrust will not
contribute to the co-operative learning which is neces-
sary. Nevertheless, if less trainees drop out voluntarily
than were allowed for, it may be necessary to eliminate
one or more involuntarily. For this reason, all trainees
should be clearly told at the beginning that they are
‘on probation’ for the period of the training course.

3. What is the ideal number of trainees to make up a
training group? It is probably unwise to have less than
three in a group, since there is a need for mutual
support and the development of a group spirit to carry
the consultants through the often lonely and dis-
couraging periods they will experience when they are




working on their own. Twenty is probably the maxi-
mum, and with any more than eight or ten there will
be a need for maore than one full-time trainer to ensure
that field work is properly supervised and that all
trainees fully understand everything going on in a
class session.

Six or seven is probably the ideal number and at the
beginning of a small business advisory service they
will obviously go into the field together under the same
supervisor. At a later stage, when the service is growing
it is probably better to train one or two new con-
sultants for each field supervisor’s area so that the new
people can work in close association with those who
have acquired some experience. The alternative is to
train a complete group to be moved into a totally new
area but it is probably better to take advantage of
existing experience.

Location of the Training

There is no need for an elaborate classroom or for
expensive training equipment. A primary or secondary
school classroom which is vacant during school holi-
days may be perfectly suitable. There need only be a
good chalkboarc- and reasonably comfortable chairs
and desks or tables. There is a need for individual
copies of various worksheets and so on, but these can
quite easily be prepared centrally and brought out to
the training courses. There are also occasions when a
tape recorder is useful but a portable machine is
usually available.

It is most important to have the training as close as
possible to the place where the trainees will be working
in the field. One of the major benefits which comes
from using unemployed and relatively inexperienced
and unqualified consultants is that they may not yet
have been ‘infected’ by the city life which is so differ-
ent from the country areas where most people live. The
trainee consultants will be willing to work in the rural
areas, either because they have no choice or because
they will not yet have experienced the ‘bright lights' of
the urban areas. They may genuinely want to work
outside the city centres but the attractions are hard to
resist. If the training takes place in a sophisticated
urban environment the trainees may get the wrong
impression about what they are going to be asked to do,
and it will not be easy to find typical small-scale
enterprises for them to study and work with during
their training period.

If the consultants are to work with small businesses
in a city, the training should of course take place in
the city, but not, if possihle, in a modern office block
or university which is insulated from the real life cir-
cumstances of small businesses. A schoolroom or
meeting hall in a shanty town or suburban area would
be far more useful and suitable. If some trainees are
discouraged by this type of classroom and choose to
leave the training programme, this will be a useful self-
selection device and will save later waste of time
and money.

Instructors

As a consulting service develops and grows, and
because consultants inevitably leave for other jobs, it
will frequently be necessary to hold training courses

for new recruits. Experienced supervisors, and con-
sultants, will clearly be the best people to act as
instructors in the training course and the training syl-
labus is presented in such a way that someone with
little or no experience of teaching can put the material
across so that the trainees will understand and learn
from it.

It is most difficult to find instructors in the early
stages of a service before there are experienced con-
sultants and supervisors to draw on. It may be possible
to use the services of foreigners who have had ex-
perience of this type of service in other countries, and
the instructors should if possible have had some
business experience. :

The initiator of the project may be able to lead
some sessions; since no service can ever succeed unless
there is at least one person who is fully committed
to if, it may be necessary for this one individuai to
teach and learn at the same time, after the initial
survey described in this manual earlier.

If the course is given over a short period, with more
or less continuous class sessions, it will be essential to
have more than one instructor since otherwise the
trainees will become too used to one voice and one
point of view. Occasional sessions may be given by
outsiders who represent a particular point of view.
Suggestions are given in the syllabus for the type of
person who may contribute, and at what stage.

Successful small-scale business people themselves
will obviously be able to make a useful contribution
not only because they can describe why they have
succeeded but because they can give trainees a feeling
for the type of person with whom they are going to
have to deal. Experience has also shown that sociolo-
gists who have a feeling for practical application as
opposed to pure theory can also make a useful
contribution; there are many apparent social or cul-
tural difficulties which the trainees may believe will
prevent business people from adopting new and
improved business practices. A skitled sociologist can
show that cultural and social customs can be turned to
good account and that there is no need for all tradi-
tions to be discarded if a business person is to succeed.

Government trade licensing officials, University
teachers who carry out research on small-scale enter-
prises, bankers responsible for branches where small-
scale business people are important customers,
representatives of suppliers of raw materials, machinery
or goods for resale, accountants and many others are
all able to make a useful contribution, and their differ-
ing opinions as to the major weaknesses of small
business management will provide a useful basis for
discussion. Visitors of this sort must however be care-
fully briefed, and must understand and agree with the
work that the trainees are to carry out.

All the instructors must recognise that they are
learning as well as the trainees. The objective of the
consulting is to help small-scale business people to
recognise their own problems, to identify the oppor-
tunities open to them and to decide for themselves
what they need to do and how to do it. The emphasis
is an guided learning and self-instruction rather than on
one-way teaching from a consultant who knows, to
a client who does not.




The instructors must act in the same way towards
the trainees; they must work with them to learn from
the material provided and more importantly from the
experience and ideas that everyone brings to the course
and obtains during the practical assignments.

Business management is about people, and business
consultants are particularly concerned with people.
There are no right or wrong answers and both the train-
ing and field consulting are exercises in shared learning.

Evaluation

The training syllabus includes many assignments and
tests which are ‘marked’ by the instructor. Their main
purpose is to show the /nstructor how well he is doing
and what subjects need to be emphasised or repeated
or deait with in a different way. If at the end of a
particular session some trainees have not grasped the
material, the fault is not theirs. They may have been
incorrectly selected, although this is unlikely if the
selection procedure has been followed. It is more likely
that the particular subject has been incorrectly put
across or that too much has been attempted to quickly.
In any case the instructor must blame himself and cor-
rect his own performance rather than criticise the
trainees.

The tests or assignments will not only show the
general level of learning; they will also show that some
trainees are quite familiar with the subject and that
others have failed to grasp it. The instructor should
work hard to ensure that every trainee receives all the
individual attention possible to give him the best
chance of learning what is needed, and this is an argu-
ment for small numbers on any one course.

It may however sometimes be necessary to use the
tests as a screening device, in order to eliminate the
trainee who clearly should never have been selected,
or to reduce the numbers to those actually required.
Instructors should remember that consultancy involves
far more than the ability to analyse figures and answer
questions on paper. Experience has shown that the
trainees who are most successful in the classroom are
not necessarily those who perform best as consultants
in the field.

A consultant who can successfully show a business
person how to make a very simple improvement is
more valuable than one who knows more about the
most complicated aspects of management but is unable
to persuade anyone to try anything. The instructors
should therefore be sure to assess this type of skill as
well as classroom performance.

This is obviously difficult, but a subjective assess-
ment of each trainee’s personality must be made as
well as a formal marking of his performance in a writ-
ten exam.

Ongoing Training

The consultants must not consider themselves fully
trained at the end of this formal training period. The
training syllabus only covers the most elementary prin-
ciples and the most frequent problems. Guided
experience is the best school for management and this
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is why the training sytlabus itself includes working with
small businesses from the very beginning.

It is probably necessary to ‘round off’ the formal
training period with some sort of test and formal
recognition that the consultants are ready to work on
their own. This is probably the time when the appoint-
ments are confirmed, at least for a trial period of six
months or more, and the consultants should also start
to receive a reqular salary at this time. In addition to
these improvements in their status, the newly trained
consultants may now be given some outward symbols
of their position, such as official bicycles, brief cases,
folders and slide rules. These symbols are mainly
intended to give the consultants confidence in their
own ability rather than to suggest that they are fully
qualified in every way.

The initial training period, whether it takes place
over four weeks or two or three months, is oniy an
introduction and the consultants themselves, as well as
their supervisors, must be continually aware of the
need for further training and personal development. As
the consultant’s clients develop in management ability,
so must the consultants themselves upgrade their own
skill so that they can continually advise their clients.
Each field supervisor must draw up and agree with each
of his consultants a programme of ongoing training and
the promotion palicy of the service must make it very
much in the consultants’ interest to continue their
studies after the completion of the initial course.

Ongoing on-the-job training may be carried out in a
number of different ways:

1. Early success in persuading clients to adopt recom-
mendations should be facilitated and encouraged since
a ccnsultant who has made a successful ‘sale’ of a
recommendation will be far more confident of his
ability thereafter. Even if clients have no useful figures
on which to base recommendations, so that consultants
will have to return several times before being able to
put together a set of accounts, there are still recom-
mendations which can be made, and which the client
will accept at an early stage. These include simple
promotional techniques such as the use of posters, price
cutting of slow moving stocks and the adoption of
simple debtor and cash recording systems. The con-
sultant’s first efforts should be directed towards busi-
nesses which are easy to understand, such as small-
scale retailers, and business people who are known to
be likely to co-operate. As the consultants become
more skilled and experienced they can work with more
difficult clients.

2. The regular meeting with the supervisor, which is
described in the next chapter, should be a training
session as well as a discussion of individual businesses
and their problems. The supervisor may introduce new
techniques when he judges that a business needs them
and the consultant is ready to understand them; these
new techniques can then be a part of the consultant’s
equipment for use with other businesses as appropriate.
The consultants will also learn from each other, and
they must be given opportunities to spend time with
their colleagues for this purpose.

3. It may be possible to put together case studies based
on individual clients, and to use these as a basis for
monthly upgrading sessions led by the supervisor or by




a staff training specialist. In the same way that the
initial training involved work outside the classroom
from the beginning, classroom training should be con-
tinued occasionally to ensure that the basic principles
are not forgotten.

4. The consultants will eventually identify more
advanced business people who need and can under-
stand more advanced techniques than those which were
included in the training syilabus. If it is the policy to
provide advice to high level businesses of this sort, it
will be necessary in time to have a higher level of
consultants to advise them. It is unlikely that all con-
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sultants will be able to
those who are capable of this will need continuing
advanced training, to enable them to service the more
advanced businesses as well as those who have simpler
needs.

5. It may be appropriate for the service to start with
shop-keepers and then to extend its coverage to every
Befgre the consultants can

advise metal workers, carpenters, mitlers, tailors and
other small-scale manufacturers or service industries
they will need to know something about technical
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skills, processes and products as well as management in
general. If a number of consultants have to learn about
the same industry, it may be worth while organising a
formal training course. Otherwise one consultant can
work with a business of the particular type where he
needs training, in the same way as all the consultants
work with shopkeepers during the initial training
period. In either case, this provides an opportunity for
further learning which will widen the capabilities of the
consultants and also improve the service they can offer
to their original clients.

6. As the service expands and as some consultants
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introductory training periods for new recruits. It is said
that the best way to learn is to teach, and selected
consultants can benefit enormously from helping to
instruct new recruits. This also solves some of the
staffing problems involved in training programmes.

A small business advisory service depends entirely
on its emplaovees, In the same way as a factory main-
tains and improves its machinery, a consultancy must
continuously upgrade and develop its only asset, which
is people.




CHAPTER 9: FIELD OPERATION AND SUPERVISION

The operation and supervision of a smatll-scale business
consultancy service wili obviously depend on the
number of consultants, the area covered by each, the
type of businesses to be advised and many other iocal
factors.

How Many Consultants?

The total number of consultants to be employed at any
stage must obviously depend on the resources available
and on the numbers of businesses to be covered. It is
almost certainly better to allow the service to grow
slowly and to build on experience.

The amount of funds available will probably deter-
mine the number of consultants and thus the number
of businesses to be covered. There are however a
number of variables to be considered:

1. The number of small businesses to be advised; this
may seem obvious but in many areas there are no
figures of this sort. It may be necessary to carry out
some sort of a census before deciding on the number
of consultants.

2. The number of businesses to be advised by each
consultant; this will clearly depend on factors such as
travelling time, transportation, the length of each call,
the interval between calls and the extent to which the
service aims to concentrate on a few clients or to pro-
vide a comprehensive service to many. As a rough guide,
it has been found that each consultant can deal with up
to sixty clients per year and until experience in a par-
ticular area has established that a higher or lower
figure is appropriate it may well be practical to work
on this basis.

3. The expected consuitant wastage rate; some con-
sultants will leave before the training is completed
because they find the work too demanding or they are
dismissed as being unsuitable. As their experience
develops, a proportion of the more successful con-
sultants will certainly leave to start their own busi-
nesses or to take advantage of their experience in some
other way. It should be stressed that this ‘wastage’ is
in fact one of the major benefits which a small business
consultancy can provide to society. It can in fact be
shown that even if the clients receive no benefit at
all, a small business consultancy service is a relatively
cheap way of providing a unique and practical training
in business management to the consultants themselves.
This is an extreme view but those in charge of the
service must recognise that a high wastage rate of the
better consultants is an indication of success.
Experience suggests that twenty per cent of the con-
sultants are likely to leave during training, and a
further twenty per cent per year at least are likely to
leave after they have started working in the field. These
figures must be allowed for in the initial recruitment
programme.

The following example ilfustrates how the number
of consultants to be recruited could be calculated:
Number of businesses to be assisted 600
Number of consultants needed in the field 600+60= 10
Field wastage rate 20%

Extra consultants required to cover 2 years

wastage =4
Training period wastage rate at 20% of 14 =3
Total number of consultants required =10+¢ =17

It would probably be better in this situation to run

. two training programmes each with eight or nine par-
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ticipants. |f circumstances allow, the second pro-
gramme could follow about a year after the first and
information then available would enable a more precise
estimate to be made of the number of consultants
required.

Field Supervision

Any organisation depends in the end on the quality of
its leadership, and this is even more important when
the field staff are relatively young and inexperienced.
One of the objectives of this whole approach to small
enterprise consultancy is to make use of what is nor-
mally an abundant resource, namely unemployed
people with reasonable education and little experience.
Their training, and the procedures which they follow
in the field, should to some extent compensate for
their inexperience, but they will nevertheless need
good supervision if they are to be effective. Eventually
the supervisors will be recruited from the consultants
themselves, but in the early stages it will obviousiy be
necessary to find ‘ready made’ supervisors. How should
these important members of the small enterprise
advisory team be recruited?

The solution to this problem will obviously depend
very much on local circumstances; in some countries
it has been possible to recruit one or two people with
degrees in management and extensive practical ex-
perience; elsewhere foreign advisors have been able to
fill the gap until local personnel are available. Young
graduates in commerce or management who are
enthusiastic aind committed to helping their less for-
tunate fellow-citizens have proved to be excellent
supervisors even when they have no prior practical
experience, so long as there is at least one senior staff
member, perhaps the Director, who has some experience
of what it is actually like to manage a business enterprise.

Experience in the field suggests that one supervisor
can control up to ten consultants butit is better to aim at
five consultants per supervisor. The shortage of suitable
supervisors may be a very important limitation on the
size of the whole service, particularly during the early
stages. it is probably better to limit the number of con-
sultants, and thus the coverage of the service, rather than
to expect one supervisor to cover too many consultants.

This is particularly true in the early stages, when
new problems are being encountered and there is no
guidance from past experience. Such limitations may
reduce the early output of the consultancy service, and
disappoint Government officials and others who expect
dramatic results. This pressure should be resisted from
the outset. Consultancy of this sort is a very new ven-
ture anywhere, and it must expand gradually, learning
by trial and error. If impressive results are expected too




soon, the service will fail and will discredit the whole
concept.

Whatever the number of supervisors finally selected,
there are certain tasks which experience has shown
must be performed; if these cannot be properly carried
out, the number of supervisors should be increased or
the number of consultants reduced.

1. Every consultant should have at least cne and a half
to two hours per week on his own with his supervisor,
going through his week’s work discussing problems and
agreeing on the following week’s programme.

2. In the early stages, the supervisor must personally
introduce the consultants to every business person
before the consultant starts to offer advice.

3. The supervisor must be personally familiar with
every business person who is being advised in his area
and must spend a certain amount of time every month
calling on business people, sometimes with and some-
times without the consultant in question.

4. The supervisor must personally visit every business
which a consultant suggests should be ‘dropped’, and
must agree to this before the business is omitted from
the regular calling routine.

5. The supervisor must collect, check, collate, and
generally monitor all the routine reports from his con-
sultants, and must report to the project leader every
month.

These requirements may in themselves severely
limit the coverage of the field supervisors as will the
distance to be travelled within each area. If it is unclear
how many consultants can be covered by one super-
visor it is advisable to start with the lowest estimate
and to increase the number of consultants if the field
experience suggests that this is possible.

The role of the field supervisor is absolutely critical
to the sucess of the consultancy service. The super-
visors are in direct contact with the consultants and
shouid know all the clients’ businesses individually.
The consultants themselves will inevitably at first
behave to some extent like ‘puppets’, who react to
what they see and find out as they have been taught to.
This ‘programmed response behaviour’ can be very
dangerous if it is not closely supervised, and only the
front line supervisors can do this.

As the consultants get to know the business com-
munity in their area, and themselves become known,
they will be asked for advice. In due course, they will
be suggesting and introducing clients to the supervisor,
rather than the reverse. The supervisor must maintain
general control over the ‘mix’ of clients to ensure that
the consultants cover an appropriate range of different
types of business, and they do not concentrate only on
the most receptive at the expense of the less progres-
sive businesses which are in fact more in need of help.
The consultant’s allocation of time between these
various clients must also be carefuly monitored.

After some time, the consultants will need less day
to day supervision. A certain number of consultants are
bound to leave or be promoted so that there will
always be a need for training and introducing new
staff, but nevertheless, the supervisor will have more
time available for his own consulting with farger, more
specialised or other more difficult clients. .

It is important that the supervisors should not try to
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do the consultants’ jobs for them. This is impossible,
and if it is attempted the businesses will not be pro-
perly served and the consultants will never develop
their own skills. [t is best for the supervisors to concen-
trate on meeting and talking with the consultants
rather than on visiting the businesses themselves. The
supervisor must visit each business to introduce each
consultant at the beginning but apart from this he
should keep his visits to the minimum necessary for
keeping in touch with the work of consultants under
his control.

The consultancy reporting forms and procedures are
sufficiently detailed to allow the supervisor to under-
stand what is happening in each business, and only
occasional visits should be necessary to ensure that the
forms are a correct record of what is happening and to
remind himself of the identity of each business person.

The supervisors must not give their consultants’
clients the impression that they are checking up on
their consultants by making unannounced calls and
enquiries which suggest mistrust. The consultants
should nevertheless be aware that their supervisors are
taking an interest in every client and that they may call
at any time on any business. This knowledge should
protect the consultants from the temptation to ‘fake’
results or to pretend that they have been working when
they have not, and they should in fact welcome the
independent views of their supervisors about each
client.

The supervisor shouid try to avoid asking the con-
sultant to come to his office for their regular meetings.
These meetings should be held in the villages and other
places where the businesses are; it is most important
that the supervisors should not become regarded as
administrators who never leave their desks. If the
service has offices of its own in the field, these may be
used, but there are advantages in meeting as close as
possible to the place where the consultants work
every day. It may be possible to rotate the location of
regular meetings so that all the consultants get a chance
to see the area where each is working.

The consultants must realise from the beginning
that the work is often very discouraging, and that they
must expect frequent failures. Around a third of all
businesses consulted are unlikely to accept any advice
at all, in spite of continued effort, and clients who are
apparently successful will often lose interest for no
apparent reason at a point when the consultant is
beginning to feel that he has really achieved something
valuable. The consultant’s weekly meetings with the
supervisars must therefore be an occasion for en-
couragement and assistance rather than criticism and
control; in addition to the time spent with the super-
visors the consultants should be encouraged to spend
time together with or without the supervisors. An hour
or so each week will enable them to exchange ideas and
will remind them that their difficulties and problems
are not unique.

It is probably not useful to operate ‘team con-
suitants’ with two or more calling on the same business.
This may be necessary when a specialised technical
advisor is called in, but usually the one to one relation-
ship between a consultant and his client is the most
effective way of introducing new ideas; it is also far




more economical than serving the same business with
two consultants.

The Project Leader

A consultancy service will probably be started by
someone who is also the trainer and the first supervisor,
with perhaps five consultants. If it is to grow beyond
this, there will at once be a need for a second leve!l of
supervision. Experience indicates that one project
leader can control up to four or five field supervisors
so that the organisation should look like the accom-
panying chart:

BASIC ORGAMISATION CHART

Project Leader

—1
Field
Supervisor
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Field
Supervisor
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The project leader will soon be managing a fairly
complicated organisation. Administration is bound to
take up a considerable portion of his time; he will
have to deal with forward planning, the selection of
new consultants and field supervisors and financial
control. In the early stages of the service he may well
have to spend a great deal of time showing interested
visitors what is happening because this will help to
attract support and funds which will enable the service
to survive.

It is absolutely vital that staff at all levels remain
firmly in contact with small businesses and the field
consultants. It should be passible for the project leader
to have a few of his own clients to ensure that he
remains in touch and he should spend as much time as
possible in the field.

If possible the Headquarters of the service should be
located outside the area in the capital cities where most
Government offices are located; at no time shoutd the
service be allowed to get out of touch with the reality
of small businesses however large it becomes.

If at all possible consultancy services should not be
allowed to grow to the point where they need yet
another {evel of supervisor above the project leader.
When a service has more than four or five field super-
visars a new more or less autonomous service should if
possible be started in another area altogether, or deal-
ing with different types of businesses. Clearly the
services would co-operate but for the purposes of
control and supervision the small unit is undoubtedly
the best.

Selective or Comprehensive?

A small business consultancy service can be highly
selective or it may attempt to reach every small busi-
ness in its area. In practice it is likely to adopt a com-
promise between these two extremes but it is useful
to describe them in order to decide on the particular
solution to be adopted in each situation.

1. The selective service examines each potential client
very carefully and only starts to advise those who
appear very likely to benefit from the service and to
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expand their business and employment as a result.
Once the consuitancy is in progress, the clients are
dropped as scon as they appear to be gaining new skills
at a slower rate, so that all the resources can be con-
centrated on the few most promising small businesses.
This ‘elite’ continues to receive advice at a con-
tinuously higher level for as long as the business owners
continue to make good use of the advice.

2. The comprehensive extension service starts to advise
every business person in the area unless they speci-
fically refuse to admit the consultant. Even in this case
the field supervisor tries hard to obtain a hearing. The
consultancy service is maintained even if little or no
improvement appears, and the consultants are closely
controlled to ensure they spend as much time with
less receptive clients as they do with the most pro-
mising. Clients are only ‘dropped’ after several months
of regular calls have produced no change at all.
Depending on the number of consultants and busi-
nesses to be covered, all clients are ‘dropped’ after a
certain period and a new group is started. A conscious
attempt is made to avoid suggestions to the more
receptive business people which may damage the less
progressive businesses which are in fact most in need
of help.

It is unlikely that anyone would introduce a service
at either of these two extremes. There is, however,
likely to be a tendency towards one or the other policy
and it is worth analysing the advantages of each.

A.The Selective Service

1. No time is wasted on businesses which will not
benefit from the advice.

2. The type of advice required becomes more and
more advanced as time goes on, so that the consultants
are always learning new techniques.

3. The advice is concentrated on individuals who will
benefit most and will expand their businesses and
create more jobs.

4. The businesses which are advised will continue to
progress and may eventually be helped to become large
scale businesses.

5. The total number of businesses to be advised is
limited, so that each can be individually known to
supervisors and consultants,

6. The service is unlikely to grow to the size where it
has to be split in order to remain manageable.

7. As the few selected ‘clients’ improve, their com-
petitors will have to follow their example so that the
public at large will benefit from better service.

8. A selective service of this sort will identify and help
the few born ‘entrepreneurs’ who are said to provide
the key to genuine economic progress.

B. The Comprehensive Service

1. The service will encourage the more equal distri-
bution of wealth, since its objective will be to bring
every business up to a similar level.

2. Since the consulting service is most likely to be pro-
vided by Government, it is right that its benefits should
be avilable to every small business and not just to a
selected few.

3. The level of advice required will remain guite simple,
50 that the consultants will be able to improve their
skills as persuaders and teachers by continued practice.




4. The level of advice required will not rise to the level
where it requires more highly trained and experienced
consultants.

5. The least prosperous and thus the most needy small
business people will have every chance to improve their
position.

6. The m .ximum number of small businesses will
benefit, so that the general public everywhere will
receive better services.

The reader will be able to add more reasons for and
against each extreme; it is obvious that the right
balance will be somewhere between the two and that
it will depend on the policies and resources of the
particular organisation responsible for the service.

The few small-scale business people who are really
able and willing to take large calculated risks and to
devote their whole attention to their businesses so that
they continue to expand can undoubtedly make a
major contribution to economic development. Some
autharities believe that these ‘entrepreneurs’ are the
most important factor in economic growth, and that
ample supplies of capital, labour or natural resources
are of no value without them. There is some truth in
this point of view; experience shows that ‘entre-
preneurs’ are even more likely to succeed if they have
assistance and advice.

On the other hand larger and more successful business
people undoubtedly need more skilled and experienced
advisors than the smaller enterprises, and fast growing
businesses quickly reach a point beyond which low level
consultants are unable to help them. This suggests a two-
tier system of advisors, which combines the merits of the
selective and the comprehensive approach. The diagram
ilustrates the way in which the minority of high-level
businesses can be advised by the higher levels of staff
of the extension service; this means that as business
people progress they move to a higher level of advisor.
It also means that the field supervisors and project
leaders can have their own clients. This will enable
them to keep in touch with the field and to avoid the
danger of becoming mere supervisors and admini-
strators.

CONSULTANCY RESPONSIBILITY

Advises ———— b5 Businesses

1 Project Leader

controls

30 Businesses
{between 6 & 8 each)}

4 Field Supervisers— Advise

control

20 Consuitants Advise

600 Businesses
(30 each)

There is also likely to be a need for specialists who
are able to advise particular types of business. It is
likely to be far harder and more expensive to find and
recruit consultants of this sort than it is to develop
general business consultants within the service itself.
This fact alone may mean that it is impossible for an
extension service to take its clients beyond a fairly
elementary stage.
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There are certain factors which indicate that the
approach should be generally selective or comprehen-
sive even though it is unlikely to go to either of the
extremes which were outlined earlier.

A comprehensive approach may be favoured under
some of the following conditions:

1. If national policy favours state, or co-operative
control over medium and large scale businesses, it is
unreasonable to encourage private business owners to
expand to a level where they will be ‘taken over’ by
public enterprises.

2. If the indigenous people have only recently started
to own businesses there will be an urgent national need
for simple upgrading for large numbers of beginners in
business. When this is the case the extension service
should devote all its efforts to reaching the largest
possible number of businesses.

3. If for any reason there is a large scale nationwide
demand for small business advisory services, the first
priority is to satisfy this need, and only when all small
businesses have received some help should the service
start to concentrate its efforts on the most receptive.
4. if the service is financed in a way which makes it
politically necessary for advisory services to be made
widely available, no special effort should be devoted to
a small selected group.

On the other hand, a more selective or two tier
approach may be appropriate under some of the
following conditions:

1. i local or foreign funding allows highly qualified
and experienced consultants to be recruited, they
should be allowed to work with enterprises which
make good use of their skill.

2. If the constitution of the organisation running the
advisory service allows businesses to be charged for
consultants’ services, the more expensive consultancy
that is needed by more advanced businesses should
where possible be paid for.

3. If within a region there are fairly large numbers of
a particular type of business, it may be economic to
afford specialist advice.

The final compromise will obviously depend on
local circumstances; it should however be stressed that
inexperienced consultants with the brief training
period which has been suggested in this manual cannot
possibly be expected to provide more than simple
advice to fairly small businesses. After some time some
of them will be promoted to field supervisors, and wit
by this time have gained the experience and confidence
to offer somewhat higher level advice. The service may
therefore be expected to start with a fairly comprehen-
sive policy but to move in the direction of providing
higher level services to a small number of selected
businesses. Supervisory staif should keep in touch with
the field by having their own clients; it is important
that they should not let their own consuitancy load
take precedence over their main task which is to assist,
encourage, guide and control the lower level con-
sultants in the field.

How Often?

The number of consultants depends not only on the
number of small businesses to be covered but on the
frequency of calls on each and on the period during




which they are to be advised. It is not possible to lay
down hard and fast rules; every organisation must
decide for itself what is correct for the circumstances.

The best way to decide on the right interval
between consultancy visits may be to leave it to the
individual consultants. Sometimes a businessman may
need daily reminders of assistance and at other times it
may be better to leave him on his own for a month or
more so that he can try any new suggestion and see
for himself if he can undertake it and if it works as the
consultant said it would.

Many small businesses are tied to a monthly cycle;
they give credit to carry their customers over from one
wage payment to another, and often their sales are
mainly confined to a few days after the end of each
month. In these circumstances, it may only be possible
to try out a new way of recording or granting credit
or a new way of promoting sales by allowing a fuli
month, and there is no point in the consultant return-
ing until the experiment has been completed.

On the other hand a businessman may be trying to
record his daily sales in a new way, or to make a new
product. In such a case the consultant might be able to
help the businessman by calling every day, or even
more than once a day. In these circumstances even a
brief visit for a few minutes can often provide the
necessary encouragement.

It may however be unwise to allow consultants to
decide how often they should call on each business
without reference to their field supervisors. Extension
services are usually intended to reach the people who
are least able to help themselves. It is therefore most
important to be sure that the extension staff, or con-
sultants, do not concentrate their time only on the
most receptive or easiest businesses. Commercial sales-
men are often closely controlled to prevent them from
omitting the ‘harder’ customers and visiting only those
who are most likely to give an order. Small business
consultants are ‘selling’ better business practices, and
they too must be organised so that they do what their
employers intend and not what they themselves find
easiest.

As a general rule every client should be visited at
least twice a month even if one of these calls merely
serves to remind the client that the consultant is still
interested. It is more difficult to decide when the
consultancy should be stopped because the business-
man does not appear to be benefiting. Initial suspicion
or even hostility may disappear when business people
realise that their neighbours are benefiting. Experience
has shown that clients who were at first unwilling even
to talk to the consultant actually came round to the
office a few weeks later and asked for advice. It is
therefore, unwise to withdraw the services after only
one attempt at introducing them.

If the client is willing, but because of apathy, lack
of interest or his own inability, he cannot grasp what
he is being taught, then there is clearly little value in
persevering. It should be possible to introduce some
improvements in over two thirds of the businesses
contacted. The remaining one third should be given
every opportunity to learn and the consultant’s time
has not been wasted if the clients have been shown that
alternative methods are possible but have decided on
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the basis of this information to continue in their
present way. The consultancy service aims to provide
clients with the opportunity to choose rather than to
persuade or compel them to change; something there-
fore has been achieved if the possibility of change has
been explained even if it is rejected.

For How Long?

Businesses can benefit from only one visit even if the
consultant does no more than point out to the owner
that he needs more information before anyone can
properly diagnose his problem. On the other hand a
responsive business person can continue to benefit
from expert advice more or less indefinitely; as the
business progresses and expands a consultant can heip
the owner to see the way to even greater success in
the future.

The organiser of a small business consultancy
service must therefore decide on the period of con-
sulting that is going to be provided for each business.
The decision will depend partly on whether the service
is to be comprehensive or selective; the selective
approach requires a long term association with each
client whereas the comprehensive method is more
likely to achieve its objective if each businessman
receives advice for a strictly limited period. This will
allow the consultants to go on to other businesses
which would not otherwise have been covered.

Both methods have been tried and a middle way is
probably correct. There are really two separate
questions to be asked:

1. At what point should the consultant be withdrawn
because the business owner does not appear to be
learning anything?

2. At what point should the consultant be withdrawn
because the business owner is judged to have enjoyed
his ‘share’ of the service and the time shouid be
devoted to other businesses in the interests of equity?

If the service tends towards the selective approach
described earlier the answer to the second question is
‘never’. If a comprehensive approach is chosen,
experience has shown that six months of regular con-
sultancy visits is enough to make a significant dif-
ference to over two thirds of the businesses advised.
In most cases new practices adopted during this period
ware still being practiced up to two years later. One
year of advice to a business should therefore be enough
to make a permanent improvement.

A point must come, however, when it is better to
devote the time to another business; who is to say
when this is and how can he judge? The decision must
not be left to the consultants; they may suggest that a
business should be dropped but the field supervisor
must visit the client and review the situation before
making any decision. This is most important since it
prevents the consultants from taking the easy way out
and getting rid of their most difficult clients.

Some business people may be co-operative up to a
certain point; they may follow some simple suggestions
but then fail to make any further use of the advice. It
is reasonable to ‘drop’ such businesses after two or
three visits have produced no further change. Other
business people may co-operate, answer questions and
say that they will carry out the consultant’s suggestions,




but never actually make any changes at all. So long as
the recommendations have been appropriate for the
businesses and the ability of the owner, and this is why
the field supervisor must make a personal check, it is
reasonable to drop these businesses also after two or
three visits have failed to produce any change. When
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in doubt however the consultant should always be told
to persevere. ‘Extension’ means ‘reaching out’; if exten-
concern thernselves with their most receptive busi-
nesses, much of the advantage of individual on-the-spot
consulting will be lost.




CHAPTER 10: ADMINISTRATION

Consider the following situations in an operating small
business advisory service:

1. A consultant spends a whole day waiting at home for
his field supervisor to come to a regular weekly meeting,
and the supervisor never arrives. The following day the
consultant travels to the town where the supervisor is
based to find out what has happened, while the super-
visor, who was ill the day before, goes to the con-
sultant’s home and naturally faiis to meet him.

2. A consultant takes two days off to attend a cousin’s
funeral without asking permission. His supervisor
reduces his salary accordingly; the consultant objects,
and both spend a day visiting the project ieader in
order to argue the case and to obtain a decision.

The consultants, field supervisors and project leaders
spent some hours on these problems; this time made no
contribution to the improvement of small businesses in
their areas. In both cases, and in many similar situations,
the time was wasted because insufficient time had been
spent on administration before the service was operating.

It is impossible for every situation to be foreseen in
advance, but these and many others should have been
covered by arrangements which everybody could have
known beforehand. In many cases a small business
advisory service has to operate in areas where transport
and communications are very inadequate. There will
thus be many occasions when appointments cannot be
kept, and it is difficult to te!l people what is happening
or to ask for permission in cases of emergency.

In these cases described, if everyone had known
what to do if a field supervisor did not turn up for a
regular meeting, or on what types of family occasions
consultants could take time off, the confusion and
disagreement would have been avoided. Everyone
could have had more time to spend on their real jobs.

This manual cannot possibly suggest what arrange-
ments should be laid down in every country since these
must obviously depend on local conditions. We can,
however, outline the main types of decisions which
must be made and give examples of the ways in which
they have been dealt with in actual experience.

Transportation

Transportation arrangements will obviously depend on
the distances involved and the funds available.
Experience has shown that consuitants are willing and
able to walk on foot up to twenty kilometres a day in
order to cover their clients, but it is obviously better
for them to have bicycles if possible, in order to save
time and energy for their actual consulting work.

It may be necessary to give each consultant a motor-
bike if local conditions are such that it is the most
generally available and common form of personal trans-
portation, but quite apart from the expense this may
involve problems of misuse, maintenance costs, delays
through breakdowns and so on which mean that more
time is spent in dispute and argument than is gained by
faster transportation. In most areas it is probably better
not to rely on public transport since this is often unre-
liable and expensive. In addition, time may be wasted in
checking consultants’ claims that they are unable to fuifil
their programmes because of transportation problems. If
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they are provided with their own bicycles they may be
slower but they are more likely to arrive as arranged.

Whatever form of transportation is provided, it is
probably better to allow the consultants to use their
own vehicles as they wish and to make them wholly
responsibie for all maintenance and running costs. The
salary or expense allowance should be sufficient to pay
for whatever is involved, and this avoids disagreement
and the waste of time with expense claims and so on.

Experience in Kenya showed that if fifty per cent
of the cost of a bicycle was deducted from a consult-
ant's salary over the first year of his employment, this
ensured that he took responsibility for its care and
treated it as his own. After one year, the bicycle
belonged to him, but he was obliged to continue to
use it in the service of the consultancy organisation.

The field supervisors will need to be more mobite
than the consultants since they will be covering a larger
area; there is no need for lavish arrangements or
expensive vehicles. The emphasis is on simplicity and
economy throughout the service and quite apart from
the expense it is important that the consultants and
their supervisors should not make themselves appear to
be different from their clients. There are many people
who are attracted to a job because they will hz e the
use of a fine car, a luxurious office or other outward
indications of status and authority. These ‘status
symbols’ have their value in large organisations, but
people who need this type of support are unlikely
to succeed in small business consultancy.

Expenses

We have already seen that transportation expenses
should where possible be covered by a regular grant or
by salary. iIf the consultants have to keep a record of
each and every expense such as lunch, cups of tea,
minor bicycle repairs or bus fares they may waste time
in recording them and there will always be a temptation
to submit false or inflated claims.

If they receive a regular monthly grant which has
been calculated to cover routine expenses there is a
possibility that they will try to save money on trans-
portation and other expenses and thus perform their
job less effectively. This should however be controlled
by regular supervision and expense allowances are
almost certainly simpler to administer than the re-
imbursement of individual items.

The expense payment should cover lunches, since
consultants may otherwise try to return home in the
middle of each day and thus lose valuable consulting
time. There should also be some allowance for
occasional soft drinks or cups of tea during the day,
since it is often useful to discuss problems with a
business owner informally. It may also be appro-
priate to buy something of this sort from a client. In
many cases clients will entertain their consultants
but at first it may be helpful to encourage their co-
operation by buying something from them.

The consultants may need to be paid a laundry and
clothing allowance, so that they can be well dressed at
all times. They should certainly not dress like bankers
or senior government officials, but they should appear




smart and clean in order to make a good initial
impression.

Hours of Work

The working hours of each day and the number of days
worked each week will vary from one country to
another. The consultants must work at times when
business people are willing to see them, but this may
not always mean normal office working hours. Some
clients may prefer to see their consulitants early in the
morning, before the main business of the day; others
may want to learn about better business practices
during the quiet hour around tunch time while others
may prefer the evening. Within reason the consultants
must fit in with their clients” wishes. If a business is
busy with many customers to be served or a number of
workers to be supervised it may be quite impossible for
the business owner to talk to the consultant for more
than two or three minutes without interruption; it is
impossible to make a proper diagnosis aor ts give any-
thing but the simplest advice in these circumstances.

The working hours must therefore be flexible; the
consultants must report what they have done each day
and so long as they have in total worked the required
minimum number of hours per week their supervisors
should be satisfied. The weekly programme agreed with
each consultant by his supervisor must of course allow
for travelling time, and the schedule of visits must
minimise the time spent in travelling between busi-
nesses. Even when they have made appointments the
consultants will often fail to find the business people
they hope to see.

The consultants should never develop a ‘nine to five’
mentality; like any salesman, they have to work when
it is convenient for their clients, and this will often
mean that they have to give advice early in the morning,
during the lunch hour, at night or at weekends. Con-
sultants have in some cases had to be restrained from
working too hard for their own good; in order to
ensure the burden is equally spread, and that consult-
ants are protected against their own enthusiasm, it may
be possible to grant time off, or extra leave periods to
make up for excessively long hours at other times.

Offices

The project leader, and the field supervisor, will need
offices and some sort of secretarial assistance to help
them with the collating and checking of consultants’
reports and the maintenance of the necessary wage
records and so on. It is more of a problem to decide
whether the individual consultants should have any
office facilities. If they do, they must be separate
offices, located in the consulting areas, and there are
several advantages and disadvantages of providing
facilities of this sort.

Advantages

1. If the consultant spends a certain fixed period in
his office every day or every week, it will always be
possible for his supervisor, and his clients, to find him
when they need him. Otherwise it may take several
days to get a message to a consultant.

2. The consultant will have a place to keep his records,
and a time and a place in which to do the necessary

work involved in keeping them up-to-date. Regular
record keeping is an important part of the success of
the consultancy procedure and an enthusiastic con-
sultant can easily fail because he spends all his time
advising and never takes time to fill in records and
reports.

3. A regular ‘office hours’ system can develop into a
useful ‘business clinic’. If everyone knows that the
consultant will be in his office from eight o'clock to
ten o’clock on Mondays and Thursdays for instance,
they can come for advire and assistance during these
periods. This can be a useful way of recruiting new
clients and of maintaining regular contact with old
ones, but the consultants must not be allowed to use
their office as a substitute for visiting the client’s
businesses themselves.

4. It may be useful for the consultant service to have a
visible and permanent presence in the area where it is
operating. A small but neat and regularly manned
office in a village or market can create a favourable
impression and may help to overcome initial suspicions
as to the origin and motives of the service. It is unlikely
that a single consuitant will need any secretarial help
but so long as the regular and perhaps very limited
opening hours are clearly displayed and regularly
maintained such an office can perform a useful adver-
tising function for the service.

Against
1. The office will have to be in one place, but the
consultants will probably be working in several villages,
markets or districts. Peopie outside the area where the
office is located may believe that the service is mainly
concentrated in that area, and the consultant himself
may concentrate too much on that area because it is
convenient for him and he is in more regular contact
with the business people who are abla to come to
this office.
2. The purpose of a consultancy service is to give
advice on the spot, in the business itself. There may
be a need for classroom training, which should be
integrated with consultancy, but this is quite a dif-
ferent type of service, requiring quite different skills.
An office can easily become a classroom and unless the
consultants have been trained as teachers as well as
advisors they will not be effective in this role.
3. An office itself costs money, and it may tend to
become a focus for the growth of administrative over-
heads and bureaucratic procedures which waste time
and money. Small business consultants must be simple,
down-to-earth and economic to be effective. An office
can be the beginning of a very different type of
organisation.
4. Commercial firms have found again and again that if
travelling salesmen have offices they use them more
then is necessary. Our consultants are salemen of better
small business management, and there is a danger that
they will spend too much time in an office if one is
available. In hot or rainy conditions, or when the job
seems difficult, it is tempting to make an excuse to
escape into a comfortable office. Close supervision can
minimise this problem, but not remove it altogether.
Most of these disadvantages can be overcome by the
close supervision which is necessary in any case. It




should not be possible for a consultant to spend too
much time in his office, or to concentrate too much on
one area at the expense of another, if he is being
properly supervised.

The financial situation and the nature of the terri-
tory covered by each consultant will be important
factors in the decision whether to provide individual
offices or not, but if the costs can be met, the advan-
tages more than compensate for the disadvantages. If
consultants, or their supervisors, are spending too
much time in their offices, this is a sure indication that
the supervisory system is not working as it should.

Discipline

Imagine that you are the project leader of a small
business advisory service. Four consultants have been
reported to you by their field supervisors for a variety
of mis-doings; you must decide what action to take
in each case:

A. Consultant ‘A’ has on more than one occasion
drunk too much beer at lunch; clients have complained
to this field supervisor that he has been drunk when he
came to them in the afternoon. He has been warned to
improve but has apparently continued to drink to
excess.

B. Consultant ‘B’ has been found by his field super-
visor to be working for a supplier of medicines ‘on the
side’. He has been using his calls as an occasion to take
orders for these medicines as well as giving business
advice. He has apparently been doubling his monthly
wages with his commision on the sales of medicines.
His consultancy performance appears to be up to
standard in spite of this activity.

C. Clients of Consultant ‘C’ whose loan applications
have been turned down by the bank have complained
to the field supervisor that the consultant had told
them that in return for sums of money which they had
paid to him he would ensure that they would be given
loans.

D. Consultant ‘D’ has consistently failed to achieve
success in terms of accepted recommendations. He
works hard and for longer hours than many of his
colleagues but appears unable to persuade clients to
follow his advice.

Before deciding how to deal with each individual,
the project leader would do well to ask himself to what
extent these failures by the consultants are the result
of failure by the organisation which he directs. What
do these individual cases tell us about how the service
has selected and trained its consultants, or about how
it controls and motivates them in the field? A con-
sultant should not blame his client who fails to adopt
a recommendation, he should examine his own perfor-
mance and see how he has failed; similarly the organisa-
tion as a whole is at least partly responsible for failure
by its members.

We shall consider each from the point of view of the
organisation as a whole as well as deciding what should
be done with the individual consultants.

A. Consultant ‘A’ is drunk on the job; he is not only
failing to achieve good results but he is discrediting the
whole service by his behaviour He may have per-
sonality weaknesses which should have shown up
during the selection and training process, or he may
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not be properly supervised, but he should be dismissed
at once before he causes further damage. The field
supervisors’ work and the training and < ection pro-
cedure should be examined to see if they have in any
wdy contributed to the problem.

B. Consultant ‘B’ is acting as a salesman as well as a
consultant. This is dishonest but it suggests an excess
of ability and ambition which he is unable to channel
and satisfy through his official job. We should ask if he
is being frustrated through the lack of promotion
opportunities or his limited salary. Is he not getting
sufficient satisfaction out of his job because of poor
supervision or training? Are his expense allowances
sufficient to enable him to make ends meet? He should
be told to stop selling the goods and his compliance
with these instructions should be ensured. He should at
the same time be encouraged to devote his attention to
his job by the possibility of promotion. If his aggres-
sive personality appears to disqualify him from
promotion it may well be worth asking whether the
service should adjust its standards so that it can employ
people with this type of personality since they are
often the most useful consultants.

C. Consultant ‘C’ is accepting bribes from gullible
business owners who want loans; he is discrediting
the service and deliberately concentrating his clients’
attention on their desire for loans as opposed to the
needs for better management. He should be dismissed
at once because of the damage he is doing to the repu-
tation of the service and the interests of the business-
men he is misleading in this way.

D. Consultant ‘D’ appears to be inadequate at his job.
This may be a fault of selection, training or motivation
and control. If he has been badly selected, he should
be assisted to find a more suitable job. If training is
the problem, he should possibly be included in the
next training course for new recruits; very often a poor
performer can be changed into a leader by the
experience of working with more intelligent but far
less experienced new recruits. His relationship with his
field supervisor should be examined, and in this and in
every case the field supervisor should feel responsible
for the performance of his consultants.

The consultants are expected to be able to advise
business people who are often far older than them-
selves, and to be able to work on their own with a
minimum of supervision.They should therefore not be
treated like children or potential criminals, and their
standards of effort and performance should be measured
because they themselves want to achieve good results
rather than because they have to obey a set of rules.

Nevertheless certain items should be clearly under-
stood, in order to avoid misunderstandings of the sort
which we examined earlier.

1. Timekeeping: consultants must work the minimum
number of hours per month.

2. Honesty: consultants must not try to conceal the
truth from their supervisors by false statements or
entries on forms, nor must they mislead their clients.
3. Appearance: consultants must always be smartly
dressed and appear well organised and efficient. They
are trying to introduce order and efficiency and their
personal appearance and behaviour can make a sig-
nificant contribution to this.




4. Punctuality: consultants must be punctual. They
must make and keep appointments with their business
clients and with their supervisors so that their time can
be fully and profitably employed.

Consultants should not be expected blindly to obey
instructions about what their clients should or should
not be advised to do. The business people are the
consultants’ individual responsibility, and they should
view their supervisors as assistants and advisors rather
than as controllers and critics.

Forms and Reports

We have emphasised that a small business advisory
service must be economical, simple and have a mini-
mum of adm. nistrative overheads if it is to be effective.
This suggests that there should be very few forms and
reports, since these need secretaries, filing cabinets,
copying machines and all the other aspects of burea
cracy.

Some forms are however necessary; think about the

following situations and decide how they might have
been avoided:
A. A shopkeeper has never kept any records of the
sales he makes on credit. His consultant shows him
how to keep up to date figures of the amounts owed
him by each customer and draws up a sample sheet
with the necessary columns. The businessman misses
out one column when making up his own copies and as
a result fails completely tc follow the consultant's
advice. At his next visit, the consultant has to start all
over again and is additionally handicapped by the shop-
keeper’s previous discouragement.

This problem could have been avoided if the con-
sultant had suitable pre-printed sheets which he could
have given to his clients; those which will be used in
quantity should probably be bound in pads and may
well be sold rather than given away. Examples are
included in the training course; it is important that
consultants should not force new forms on business
people whose present systems only need minor
improvements; they must avoid imposing standard
book-keeping procedures which are unsuitable for par-
ticular businesses or are beyond the ability of certain
busiriess people. Individua! advice works because it is
individual, and because any recommendations are
based on knowledge of each business and its owner.
B. A consultant calls on a business only to find he was
expected the following day since the owner was not
present for the previous visits and was misinformed
about the next appointment. The consultant requests
certain information only to be told that he has asked the
same questions two months before. Finally the con-
sultant asks the businessman how he is getting on
with his progress of stock reduction, but the owner
denies that he has ever been advised to reduce his
stocks at all.

Misunderstandings of this sort between consultants
and their clients can be avoided by regular use of the
consulting forms which have already been introduced
in Chapter 4. The particular forms which are used by
consultants to monitor their dealings with each client
depend on what types of business they are advising,
but samples of the basic forms are included in the
consultants’ training course.
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C. The project leader has to appoint a new field super-
visor, and wants to choose him from the consultants in
the field. He asks the existing three field supervisors
for suggestions and they each nominate one consultant
for promotion. They are unable to back up their
recommendations with any specific information
beyond their favourable opinion, and the project leader
has no way of comparing the performance of the three
nominees in order to select the best. At the end of the
year the project leader has to submit a report on what
the service has done during the year. Before funding
can be continued or increased, the project leader is
expected to show what the service has cost and how it
is benefiting the businessmen and the country as a
whole. The project leader has no record of the number
of businesses being advised or of their performance;
while he is trying to get this information from the field
supervisors and the consultants the budget deadline
passes and the service is left without financial support.

These difficulties occurred because there was no
internal reporting system. The earlier forms are those
used in the businesses themselves, with the guidance of
consultants, and those used by the consultants to
control and record their work with each business.
These type of forms are a direct part of the consulting
service and if the consultant was working on his own
tie would need little or nothing else in the way of
records.

As soon as a number of consultants are employed,
with supervisors, there is a need for ‘internal’ records;
it is important that there should be as few as possible
of this type of form, since time spent filling them in
or studying them is not directly related to the con-
sultancy or to supervision of consultants. Forms of this
type can easily come to dominate the organisations
they are intended to serve.

Experience has shown that certain forms are essen-
tial to enable the project ieader and supervisors to
know what is happening in the field and to plan the
service properly; examples of these are given in the
consultants’ training course.

The uses of varicus types of forms may best be illu-
strated by a simple diagram as follows.

The Usez of Forms and Reports

Cash Record
Debtors’ Record
Creditors’ Record
Expense Record
Profit and Loss Form
Stock Taking Sheets

Businesses use:

¢ give to j Client Appointment Forms
clients | Report to the Client

First Consultancy Forms
(all types)

Consultants | use

1

give to / Business Census Form

super- ) Record of Work

visors )} Record of Recommendations

. Summary of Work Accomplished




No specific examples are given of the types of form
that should be submitted to the project leader by field
supervisors, or by the project leader to whoever is
ultimately responsible for the service. The details of
these reporting procedures will obviously depend on
the type of organisation which is sponsoring the service,
but it is essential that all the information from
individual clients should eventually reach the prcject
leader in summary so that he can measure the overall
effectiveness of the service and evaluate the perfor-
mance of individual consultants and supervisors.

Administration, reporting, forms and procedures
can easily become the masters of organisations rather
than their servants. Every task performed by every
individual at every level in the service should be
regularly examined. The following questions should
be asked:

1. Does the completion of the task in any way monitor
or improve the consulting performance of individual
consultants in the field?

2. Would the service function any less effectively if
the time, effort and expense involved in completing
this task were devoted to some other activity, such as
more consultancy or more field supervision and
training?

If the answer is ‘no’ to either or both of these
questions, the particular task, whether it is filling in a
form, attending a meeting or any other administrative
job, should probably be stopped for an experimental
period. This may show that it was valuable and should
be reinstated and retained, but it is more likely that
nobody will notice the difference and the service will
benefit by saving time and effort.

Wages and Motivation

Most job-seekers are interested mainly in security and
money when they are first employed, but success in
small business consultancy depends more on other
motives. The consultants’ day-to-day enthusiasm and
commitment will be encouraged by a friendly spirit
of competition, by the feeling that their work is
appreciated and is important, and by the knowledge
that their own skill is being improved and recognised.
Supervisors should not use the threat of dismissal to
overcome apparent failure, but should appeal more to
positive and non-monetary motives. The supervisory
and recording system that has been described should
allow supervisors and each corsultant to be continually
aware of their results, and of the areas needing improve-
ment. The consultants should feel that their supervisors,
and the system for recording and monitoring results,
are there to help them perform more effectively rather
than to criticise and control them.

The consultants have been recruited from a group
whose education is above average but for whom there
are few employment opportunities. They may there-
fore be willing to work for a very low salary. One of
the main advantages of this type of service is its low
cost, and the wages of the consultants should therefore
be limited to what is economic and equitab'e since the
expansion and coverdge of the service will depend on
the continued economy of operations. Actual wages
will obviously vary in various countries and will depend
on the organisation which is sponsoring the service.
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Government pay scales are often higher than is neces-
sary to attract recruits of suitable quility but the wages
should not be so low that the consbjtants will at all
times be looking for a better paid job.

Small business consultancy carries a considerable
status and the consultants will, if they are successful,
undoubtedly feel rewarded by the value of what they
are doing and the respect in which they are held by
their clients and friends. The consultants in the first
small-scale experiment in Africa were paid at the rate
of thirty dollars per month and the larger-scale service
now operating in Kenya pays around one hundred
doliars per month. if the consultants are in some sense
volunteers they may be willing to work for less than
these amounts.

Whatever the salary, a significant proportion should
probably be paid into a deposit account, along with a
contribution from the service, and this amount should
only be available to the consultant on his departure
from the service. This provides him with some security
if he does leave and may in addition, form the nucleus
of an investment in small business. it is very much in
the national interest if some consultants leave to start
their own businesses and a ‘trust fund’ of this sort can
provide them with the necessary capital.

The consuitants’ wages, from the very first day
when they join the training course, should be paid into
a bank account. This will encourage them to organise
their finances properly and will enable them to instruct
their clients in financial management and the use of
bank accounts based on personal knowledge.

Evaluation of Consultants
The consultants themselves need to know how well
they are doing and to compare their performance with
their colleagues. It is of course equally important that
the field supervisors and the project leader should be
able to evaluate the performance of each consultant.
The purpose of evaluation is not to threaten or criticise
but to enable the supervisor to help each consultant
to do better.
There are a number of objective measures which can
easily be recorded for each consultant:
1. The number of clients covered
2. The number of calls made per week .
3. The number of recommendations made ‘
4. The number of recommendations accepted d
It is clearly dangerous to concentrate too much on i
figures of this sort since they only give a partial indica- !
tion of the quality of each consultant’s work. Emphasis !
on any one of these measures may in fact cause the /
consultants to work less well than they would other- |
wise. If consultants try to make as many calls as /
possible, or to make as many recommendations as /
possible, the quantity may be impressive but this may /
be at the expense of quality. Individual styles differ; one |
consultant may appear to be working very stowly, with |
a rather small number of clients, but his results inj
terms of long-term improved performance may be’/
better than those of a faster moving consultant whg
covers many more clients and ‘sells’ a larger number of
relatively unimportant recommendations.lt may be
possible to work out some sort of ranking system,
whereby different types of recommendation, or clients,




count more than others. Such systems are bound to be
arbitrary, and to pose more questions than they answer,
but both supervisors and consultants will welcome any
means which can easily be used to compare perfor-
mance by the same consultant over time or by dif-
ferent consultants at the same time.

One system, for consultants advising only shop-
keepers, was as follows:
Housekeeping recommendations accepted (cleaning,

posters, price-tickets, well organised shelves,
BTC.) i i e e e e e e 1 point
Book-keeping recommendations accepted {cashbook,
debtors recording, receipt systemetc.). . .. .. 2 points

‘Attitude change’ recommendations accepted (opening
a bank account, disposing of slow moving stocks at a
low price, starting to sell a quite new type of product,
stopping or disposing of an unrelated activity). . .4 points
This system would produce the following type of
results:
Consultant ‘A°  Two shops open bank account
................ total 8 points
One shopkeeper cut the price and
sold off some slow moving goods,
4 points; two shopkeepers cleaned
their shops, 2 points; one shopkeeper
started to issue written receipts,
2points; ... ... ..., total 8 points
Eight shopkeepers put price labels on
theirgoods. .. ... ... total 8 points

Consuitant ‘B’

Consultant ‘C’
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This is obviously a very crude way of assessing and
comparing performance, but it is better than counting
every recommendation the same, and does enable some
sort of comparison to be made. People need standards
by which they can judge themselves and targets at
which to aim, and a simple system of this sort can be a
useful tool so long as it is not allowed to dominate the
whole system.

It may be appropriate to allocate different weights
to different types of businesses, or to change the points
depending on seasonal factors or the need to redirect
the consultancy towards a particular objective. It is
important however not to complicate the grading
system too much, since it can never be more than a
crude measure, and if it is not easy to understand and
operate it will serve no useful purpose at all.

In the long run clients’ improved sales and profits
are probably the best means of measuring success and
more wiil be said about this in the chapter on the
evaluation of the service as a whole.

Individual consultants need a more immediate feed-
back of their results; a simple points system can only
supplement the supervisor who should continually be
evaluating the efforts of each consultant in a sym-
pathetic and encouraging way.




CHAPTER11: FINANCE; COSTS AND EVALUATION OF THE SERVICE

We have already looked at the various ways of measur-
ing individual consultants’ performances and comparing
them with one another; now we must examine ways of
evaluating the service as a whole.

First of all it is worth asking why and whether it is
necessary to evaluate it. Small businesses need better
management and this type of service has proved in prac-
tice to be an economical and effective way of delivering
management training to large numbers of business
people. Evaluation itself takes time and costs money; so
long as expenses are reasonably controlled and the con-
sultants are supervised and motivated as has been des-
cribed, why is it necessary to spend time on evaluation
that will in itself do nothing to improve the service.

There are in fact a number of reasons why an
activity of this sort should be evaluated, even though it
is difficult and can never be completely accurate.

Imagine that you are a project leader and you must
answer the following questions:

1. 'Your small business advisory service has been
running for a year now. Have you achieved what you
set out to do?'

An advisory service can only be properly directed if

it has definite objectives which are stated and made
known from the beginning; nobody can judge whether
these have been achieved or not unless the service is
evaluated.
2. 'You are requesting funds for a further expansion
of your small business advisory service. This depart-
ment has also been asked to spend money on sub-
sidising a small business loan programme, and to
sponsor a large number of full-time training courses
for small business people. Our budget cannot cover
everything; how are we to decide?’

The small business advisory service will cost money;
whatever institution is starting and running it will
presumably have other ways of spending their money.
Some attempts must therefore be made to compare the
results of small business advice with the results of other
programmes. This must involve evaluation and the
measurement of cost and benefits in a way that enables
them to be compared with other activities.

3. ‘This is the third year of your small business
advisory service. Is its performance improving, declin-
ing or staying the same?’

The project leader or whoever is responsible for
directing this service, needs more than control and
comparison of indivicual consultants. He needs to be
able to measure results over a period in order to ensure
that the service consistently improves.

Evaluation is thus critical for the starting, main-
tenance and expansion of any small business advisory
service; how can it be carried out?

Costs

The first and possibly the easiest step is to calculate
the costs of running the service. These must be esti-
mated or ‘budgeted’ in advance in order to obtain
funds, and then they must be calculated after they
have occurred in order to compare them with the
budget and with the benefits. What costs are involved
in running a small business advisory service?
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1. Start-up Costs

As with most projects, there will have to be a consider-
able investment before any ‘production’ or ‘profits’ can
be expected. Unlike an industrial venture, however,

_these will not be investments in machinery and building

but they will be investments in knowledge and people.

A service can only be properly planned on the basis of
reliable data about the number of small businesses and
their problems. The initial analysis along the lines des-
cribed in Chapter 4 has to be carried out and the service
has to be planned in detail. This takes time and money.

When the plans have been made and accepted, the
consultants, supervisors and other staff have to be
recruited and trained. They will have to be paid during
this period and the training course or courses may
involve outside instructors who will also have to be
paid. Monthly expenses during the training period may
well exceed monthly operating expenses. Supplies
of reporting forms, bicycles, vehicles and so on will
have to be bought at this time, so that the cash require-
ments wili be greater than running costs alone. It is
vital not to underestimate these costs or the duration
of the start-up period.

2. Operating Costs

Most developing countries are short of capital to
pay for cffices, equipment, vehicles and so on, and
there is a shortage of senior staff with practical
experience in management and administration. The
consultants however are to be recruited from surplus
labour; the ‘opportunity cost’ of employing them,
which is the value to the country of what they might
have done instead, is little or nothing if they were
previously unemployed.

The consultants are the ‘fighting men’ in the front
line of the advisory service; any procedure, any equip-
ment and any other staff should only be employed if
they genuinely help the consultants to do their job
better. Operating expenses will obviously depend on
wages and salary levels. The following headings cover
most of the likely items and the figures should be filled
in according to local conditions.

Major Cost ltems for a Small Business
Advisory Service

Consultants

Salaries

Regular transportation costs (bicycles etc.)

Occasional longer transportation

Equipment (files, brief-cases,
rules etc.)

Training programmes for replacements and addi-
tions; and for upgrading staff in the field.

calculators, slide-

Field Supervisor and Project Leader
Salaries
Transportation
Accommaodation

Office and Administration
Rent (headquarters, field supervisors, and if appli-
cable, consultants’ offices)




Equipment (typewriters, duplicators etc.)

Accounts Clerk

Secretarial costs

Printing of forms for businesses, consultants and
internal reporting purposes

Stationery

Telephone and postage

It may be that some specialist advisors are provided
from foreign sources at little or no cost to the service
itself. Their actual salaries may be far greater than
would ever be paid locally. Their cost should be
included in the budget and cost statements at a figure
which comes as close as possible to what will have to
be paid for equivalent local staff when foreign assist-
ance is withdrawn. This will ensure that foreign assist-
ance is not kept on longer than is necessary. If the
service does not actuaily have to pay for such foreign
advisors there will obviously be no need to request
funds for their salaries and expenses, but these notional
figures for their replacement costs must be included
in the assessment of the costs and benefits.

When all the figures have been forecast and recorded,
it will be possible to calculate the total costs of
operating a service and of the start-up costs. How can
we calculate the value of the benefits in order to justify
these costs?

Benefits

Try to imagine the rather uniikely situation of ten
separate small business advisory services operating in
one country. Imagine that each of the services has cost
exactly the same amount of money to start up and
operate for its first year. The ten project leaders have
met to put their case for more funds; since there is
only money to allow one of the services to continue,
they are each anxious to present their own achieve-
ments in the best light. The argument might run like
this:

Project Leader 1: ‘My consultants have made a total
of five thousand calls on two hundred different small
businesses; these figures surely justify continuation and
expansion of our service.’

Project Leader 2: ‘Well we go by quality not quan-
tity. The business people advised by my service have
accepted a total of five hundred and fifty recom-
mendations; this represents real progress and we must
be allowed to continue.’

Project Leader 3: ‘Businesses do not necessarily gain
by accepting recommendations; our clients have on
average increased their sales by fifty per cent, and a
total of $250,000 of extra business is being done each
year. That is what | call genuine increased activity and
the momentum must be kept up.’

Project Leader 4: ‘Sales on their own are no good to
anyone; business people are in business to make profits
and the businesses advised by my consultants have on
average increased their profits by forty per cent; an
extra $20,000 is flowing into the area every year. That

is what 1 call real benefit and we want to do even

better next year.’

Project Leader 5: ‘Employment is what our people
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need, not just profits for the owners of businesses. My
consultants have helped their clients expand so that
one hundred new jobs have been created in the area.
This is really tackling the country’s most severe prob-
lem, and we must build on our past success.”

Project Leader 6: ‘Progress depends on innovation and
business people who do new things. Ten totally new
ventures have been started in our areas as a result of
my consultants’ advice. Development means change
and we are bringing change to our people. Give us the
money to continue.’

Project Leader 7: ‘New ventures can be anything from
a tea kiosk to a large factory. | know what we have
achieved because my consuitants have advised their
clients so that a total of $250,000 has been invested
in new businesses in our area. This is measured expan-
sion of the economy and this quality of advice must
not be allowed to stop.’

Project Leader 8: °‘My consultants have shown their
clients how to withdraw $50,000 from their businesses,
without in any way reducing their profits or their level
of service. All this capital which was previously lying
idle in dead stocks, unused equipment or uncollected
debts is now available to improve people's farms,
education and so on; this gives immediate improvement
in people’s welfare and there is much more to be done.’

Project Leader 9: ‘My consultants have done many of
these things but | am proudest of all about the fact
that ten of them have left the service during the year
to take good jobs or start their own businesses. We
have trained their replacements and ! hope that many
of these leave too. This really is a significant contri-
bution in terms of skilled experienced managers. Let us
have the funds to enable us to keep up the supply.’

Project Leader 10: ‘Actually my friends, | dont
want any more money. Towards the end of the year
| introduced a scale of charges for advice. All my con-
sultants’ clients are willing to pay for the cost of the
consultants; this is the best proof that it is good advice,
and we can continue without any further help.
Good-byse.’

There is obviously some truth in each of these
arguments, and a sponsor would have difficulty in
making a decision. All of them are better than the kind
of argument put forward for many services of this sort,
whose organisers claim that increased expenditure
alone is the measure of their success without any
reference to benefits at all.

It is clearly very difficult to assess the benefits
which arise from a service of this sort but an attempt
must be made. Increased profits and more jobs are
certainly measurable and would be accepted by most
people as reasonable goals at which to aim. One of the
advantages of this type of service is that it provides a
number of different benefits and it may be possible to
justify the continuation and expansion of the service
by reference to any one of them. This is particularly
true if the service is being compared with some other
activity whose objective is solely to provide jobs, to
increase profits, to train entrepreneurs or some other
single objective which is included in many of the
benefits which may be expected to come from a small




business extension service.

It may be of interest that the Partnership for
Productivity service in Western Kenya achieved the
following results during its first year of operation:

Achievements of PfP, Kenya
Total clients profit increases/

total costofservice . ... ............. 2.66/1
Total client investment increases/

total costofservice . . ............... 3411
Total client sales volume increases/

total costofservice . . .. .............. 22/1
Totaljobsadded . . . . ................... 122
Costperjobadded .................... $345
Total number of businesses assisted . .. ....... 638
Cost per business assisted . . . ... ........... $66
Costperclientcall .. .................... $9
Cost per improvement adopted by client . . . . ... $17
Number of consultants trained . ............ 20
Cost per consultant trained . . . . .......... $2100

Any one of these figures might be used in arguing
the cases for the extension service; even the apparently
rather high cost of training a consultant compares
quite favourably with other training schemes par-
ticularty when the quality of training and experience
are taken into account.

Objectives may be expressed in terms of any one or
all of these measures of achievement; what is important
is that they should be clearly stated from the very
beginning in order to avoid disagreement of the type
indicated in the dialogue between the ten organisers.
The objectives must be measurable and if there is likely
to be any conflict between them the priorities must be
clearly stated. High rrofits for instance are often
achieved by reducing employment; from the beginning
everyone must be clear whether profits or jobs are of
greater concern.

The objectives must also be measurable; if they are
not siated in a way which allows the advisory staff and
their sponsors to know whether or not they have been
achieved,there is no point in having objectives at all.
Vague phrases like ‘develop’ or ‘promote’ small
business need to be explained; do they mean increases
in the number of small businesses, their profits, their
investments or their employment?

The objectives should be known and explained to
the consuitants and the regular reporting and controt
system should incorporate the necessary measurements
wherever possible. In this way the project leader will at
all times have up-to-date figures to show him how well
the service has been achieving its objectives.

The funding organisation will probably require that
the service should be evaluated by independent outside
expeits from time to time. It is important that evalua-
tion of this sort, or regular internal evaluation pro-
cedures, should not be allowed to distort the quality
of the advisory service itseif. In one case for instance
consultants were found to be concentrating on the
following improvements:

1. Advising business people to put clear price tickets
on all products.
2. Advising business people to put up posters adver-
tising price cuts.
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3. Advising business people to open bank accounts
4. Advising business people to use the service's own
recommended forms for cash and debtor records

They were neglecting all other recommendations,
such as better credit and stock control, reduced per-
sonal withdrawals, planned saving for future invest-
ments and so on. When the situation was investigated
it appeared that the consultants were concentrating on
those particular four improvements because they were
ones which could easily be checked by the field super-
visors, the project leader or outside assessors. Other
recommendations, which might have been mare
suitable for some businesses, were neglected bacause
the evaluation procedure tended to ignore these as
being too difficult to check.

Rigorous evaluation is essential for proper manage-
ment, and should be demanded by sponsors. It is also
very valuable as a means of attracting support, since
‘hard’ figures are far more convincing than general
statements of good intention or results. A small busi-
ness advisory service may have to compete with other
small business promotional programmes such as sub-
sidised loan schemes, courses or industrial estates. The
eventual goal should obviously be planned and
integrated co-ordination of all services, but since an
individual consultancy service is a relatively novel
idea it may at first be necessary to struggle for funds
and recognition. Verifiable figures giving actual
numbers of jobs created or new businesses started will
be a very convincing weapon in such a struggle.

Possible Objections

When a small business advisory service is being pro-
posed or when its performance is being evaluated,
various objections and comments must be expected.
Consider the following objections and think how you
couid deal with them before reading further.

1. 'How can you present “before’” and “‘after’” figures
when much of the advice involves book-keeping and
figures for most of the businesses are not available until
the advice has been followed?’

It is certainly likely to be impossible to find figures
for sales or profits for most small businesses when
they are at first contacted by the consuitants. If the
consultants are successful, a number of businesses will
in due course be keeping the necessary records to
enable them to work out these figures, but by the time
these figures are available the businesses should already
have improved in a number of other ways because of
the consultants’ help. It is therefore impossible to give
any ‘before’ or ‘after’ figures for these businesses and
evaluation will have to depend on approximate initial
estimates or on more easily measured figures such as
the numbers of people employed. If the consultant-
advise the businesses for long enough it may be pos-
sible to compare results over a period, but much of the
most important improvement may well have taken
place before any figures were available. It is not correct
to assume that the changes in sales or profits which
occur in those businesses which did have reliable
records from the beginning are typical of all the busi-
nesses; they are likely to be targer and possibly more
receptive to new ideas.




2. 'These improvements are very impressive, but would
some or all of them not have taken place anyway,
without any advisory service at all?’

A full scale evaluation might include a ‘control

group’ of small businesses which were not being
advised, but this is likely to be expensive and difficult
to find and the very act of measurement will itself
have some effect on the performance of this supposedly
untouched group. There is also a moral dilemma in-
volved in deliberately neglecting a group which can in
fact be reached and monitored by the service. In such a
case, the interests of rigorous evaluation may conflict
with the natural desire of the service to help everyone
who can be reached. Improvements can be directly
related to ideas which came from the consultants but
since the consultancy procedure depends largely on
shared learning it is often impossible to say where an
idea came from. It may however be possible to com-
pare the rate of improvement with national figures, or
regional ones if they exist, and this should give some
indication of the effect of the service itself.
3. 'You have told me about many businesses which
have improved and grown as a result of your consult-
ing. You have said nothing about the competitors of
your clients; how do you know that every job and
every extra investment, sale or profit has not been
matched by an equal decline elsewhere, inside or out-
side the area you cover?’

This objection is one argument for a comprehensive
approach which is likely to identify businesses which
are suffering as a result of others’ improvement, and
which deliberately refrains from promoting improve-
ments which will damage other local businesses.

There are many businesses where the capital and
labour employed would be better used in some other
way; if the consultancy service contributed to the
redeployment of such resources, both by improving the
performance of more competitors and advising the
failures how to extricate themselves from their failure,
then it will have made a significant contribution.
There may be a few alternative ways in which labour
may be employed but when it is combined with capital
which has been released from a marginal small business
it is often possible to invest in a small farm enter-
prise which can also empioy labour.

Experience has shown, however, that the whole
economic activity of an area, and not just of one or
two businesses, can be improved by comprehensive
consulting. In Kenya, in more than one instance, a
whole market and the area around it became more
prosperous as a result of the work of small business
consultants; the more successful businesses prospered
but the marginal businesses also improved their results
and the general improvement in wellbeing was
obtained without any measurable decline elsewhere.
Most countries are trying to redirect activity to rural
areas, and in such ardas extra sales may be made at the
expense of large, possibly foreign, businesses in the cities.
If genuinely new activities are heing started they are
actually creating new wealth; if we also assume that
one man’s profit must be made at the expense of
another man’s loss we are really denying.that overall
economic development is possible at all. =

Paid or Free?

If we are primarily interested in serving the interests
of small scale business people themselves, then their
willingness to pay for the service is certainly the most
valid way we can evaluate our success. Should advice
be provided for nothing or should the small business
people pay for it?

It is important first of all to stress that charges are
uniikely to make the service self supporting. The initial
investment witl have to be paid for before any consult-
ants are in the field, and the amount of money which
most small business people can afford is unlikely to
cover the operating expenses. Experience has shown
that many business peopie are willing to pay for advice
after they have had a chance to experience the initial
benefits of it; it is very difficult to persuade them to
pay for it at first when they may be suspicious and
difficult to convince that the service is of any value
to them at alt. *

It is however possible to make a charge, so what
are the arguments for and against?

For

1. If the service generates a proportion of its own
funds it will be less dependent on outside sources, and
can concentrate on really satisfying its clients.

2. People tend to value things for what they cost. If
the advice is free business people may fail to keep
appointments and disregard the advice. If they pay for
it they will appreciate it.

3. It is always difficult to decide when a business is
not benefiting from the consulting. If the business
person refuses to pay he is making this decision himself
and the consultants are thus prevented from wasting
their time on unreceptive clients.

4_ If the consultants’ visits are free, business people
will probably not expect very high standards. If they
have to pay, they will demand good advice and
punctual and efficient service. This will control and
motivate the consultants far better than the field super-
visors can.

5. We have seen that evaluation is difficult. If the
advice is paid for voluntarily we have an automatic and
easily calcuated means by which it is possible to assess
individual consultants and the service as a whole.

Against

1. The smallest and poorest businesses are likely to be
unable to pay for advice. These would most probably
be those most in need of help, operating in the least
prosperous areas.

2. One of the problems of economic progress is that
the rich tend to get richer while the poor get poorer.
If advice has to be paid for, the service as a whole will
tend to direct itself towards the largest and most
successful businesses which can afford to pay for and
will make good use of the advice, but are least in need
of assistance.

3. If the consuitants are involved in collecting money,
this may cause administrative problems and they may
be tempted to overcharge or to advise clients without
reporting them to their supervisors. There may also be
problems of competition between the service and
genuine commercial consultants.




4. |If the advice is free, the consultants should be moti-
vated by their desire to help people. If a charge is made
per call or per month, the consultants may try to cover
too many clients or to make too many calls, and the
shared learning element of the service may be damaged.
5. A small business advisory service will presumably
be intended to develop employment opportunities, to
help particular groups or to develop particular indus-
tries and not just to help small business owners to
make money. If the advice is paid for, it will be difficult
to ensure that any interest other than those of the
business owners are satisfied.

The final decision will obviously depend on local
circumstances; there is as yet little field experience to
suggest which policy is appropriate but the following
may represent a reasonable compromise:
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1. The service should at first be provided free of charge
to all clients.

2. After a trial period of approximately six months
during which each client has had a chance to appreciate
the value of the service a nominal charge should be
made; this should not aim to cover the cost of the
service but is intended to make the client value the
service and thus to take more note of the consultant’s
recommendations.

3. If a two-tier service with specialist technical advisors
and more advanced management advisors is introduced
the services of the higher level of consultants should
almost certainly be charged for if this is adminis-
tratively possible.




CHAPTER 12: FURTHER DEVELOPMENTS

A small business consultancy service such as we have
described should be able really to improve the manage-
ment of the small businesses it serves. It will be difficult
to persuade the authorities that the idea can work at
all, and once initial support has been obtained many
problems and discouragements will be met before the
service starts to achieve measureable results. The initia-
tion, foundation and operation of even a fairly small
service, employing perhaps fifteen to twenty consuit-
ants under a project leader and three to four field
supervisors, will be a considerable achievement of
which anyone could feel proud. There is certainly no
need to do anything more than continue to run, and
possibly to expand the service, so that small-scale
business people come to accept it as a regular part of
their business lives, in the same way that farmers in
many countries regard the agricultural extension
service.

There are however a number of other ways in which
small business people can be helped and many of these
can usefully be added to and integrated with a small
business advisory service. We saw earlier that loan pro-
grammes and classroom training courses in particular
often fail to achieve their objectives. There may
already be programmes of this sort and it would be
altogether wrong to think of them as competitors in
the task of helping small business. They have an
important role to play and many of the problems
associated’ with loans and courses can be remedied if
they are administered in co-operation with a small
business consultancy service.

Loans

We have seen that it is dangerous to associate advisors
with lending money, because the business people will
come to see the advice as a means of getting a loan
rather than as something worth having for its own sake.
There is no reason, however, why bankers or others
associated with loan programmes for small business
should not work in conjunction with a small business
consultancy service; it would probably be wrong for
the consultants, or even the field supervisors, to give
any formal recommendations or otherwise about
individual applications for loans, but on an infarmal
basis there is a great deal to be gained from an
exchange of information. Once a loan has been granted
it may be very useful for the consultant to ensure that
the money is being used as proposed so that the
borrower will be able to repay his loan as agreed.

If there is no special business loan programme, or if
it is not reaching genuine applicants who can manage
their funds properly and have good uses for more
finance, it may be possible for a small business con-
sultancy service to co-operate with local commercial
banks. Banks have to make loans in order to make
profits, and bank managers often find it difiicult
to lend to small-scale businesses because of the
expenses involved in processing applications and in
servicing the loans. They may nevertheless be anxious
to make loans to small businesses, particularly in rural

areas, for political reasons. A fruitful informal relation-
ship can develop between commercial barnks and the
consultancy service which does not ‘taint’ the con-
sultants with lending but nevertheless allows
co-operation where it is appropriate. By judicious
co-operation of this sort it may be possible for a com-
merical bank to make loans to small businesses without
undue administrative expense.

Another useful device which has been successfully
proved in practice is a local revolving loan fund. A
fairly small sum of money is made available to the
small businesses in one village or market to be lent out
for short periods at reasonabie interest rates. The fund
is administered by a committee of responsible business
people from the area, and the loans are usually repaid
vey quickly because the committee, and other people,
realise that the next round of loans cannot be made
until the money is returned by the first borrowers.
This system can significantly upgrade a whole village
at very little cost; consultants and their supervisors can
initiate and heip to set up funds of this sort, and can
then assist with record keeping for the committee and
advice to individual borrowers. This seems to be a more
fruitful and less expensive way of making capital
available to small businesses than a centrally adminis-
tered loan programme, and it fits in very well with the
‘grass roots’ approach of a small business consulitancy
service.

Courses

We saw that courses often fail to achieve their objec-
tives because the participants are unable, in the short
time available, to become re-accustomed to classroom
learning. Practical people also find it difficuit to apply
to their own situations techniques which they have
learned in general terms.

These problems open two opportunities where smal!
business consultants can help to make courses more
effective. First, consultants can identify small business
people who appear ready to gain from a course; they
must be able to leave a qualified deputy in charge of
their businesses, they must be sufficiently well
educated and flexible to learn and apply what is taught
and they must need the particular skills which are to
be taught in the course. Suitable participants are likely
to come from the larger businesses, and a father may
send his son to learn new techniques which he feels
are too complicated for the older generation or which
he cannot master because of his poor education.

Secondly, after the course, consultants can help
participants to apply what they bave learned in their
own businesses. It is helpful if the consultants can
attend some courses, and they may be able to contri-
bute some of their experience of a wide range of
business problems. Co-operation of this sort helps to
ensure that different organisations work together to
help small business.

There are many reasons why individual consultancy
can achieve more than classroom teaching in groups.
There are, however, occasions when group teaching is




very effective as well as being less expensive per par-
ticipant. A consultancy service will identify a relatively
small number of genuine ‘entrepreneurs’ who appear to
be the sort of people whose ventures may grow into
medium or large-scale businesses, and eventually make
a significant contribution to the economic develop-
ment of their country. If funds are available, these
people can receive higher level consultancy; it may also
be possible to organise special courses for them, to
generate an enterprising spirit of informed risk taking
and initiative. Techniques have been developed
whereby it is said to be possible to increase such
peaple’s initiative and to develop their desire for success.
It may be possible for ‘achievement motivation’
courses of this type to be put on by the same organisa-
tion that runs the consultancy service, and prior
individual selection by the consuitants will ensure that
the participants in such courses are those who are most
likely to benefit from them.

Research and Information

One of the main reasons why small business is often
neglected in development programmes, and why pro-
jects designed to help small businesses often fail, is
that very little is known about them in many countries.
It is quite easy to find out financial data and other
information about larger organisations, because there
are not many of them and they usually have account-
ants and managers who can tell governments and others
about their results and future intenticns.

Small businesses are poorly documented. Even their
numbers are usually unknown in most countries, and
the business owners themselves often do not know
their sales turnover or their profits. This consultancy
system depends on the basic financial information
which is obtained on the first and subsequent visits.
Although it is obviously vital that information about
individual businesses should not be divulged to anyone
without the permission of the owners, the basic
statistics can be very valuable to many other organisa-
tions as well as being necessary for the efficient plan-
ning of the consultancy service itself. Depending on the
financial situation of the service, it may even be pos-
sible to carry out special surveys during the course of
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the consultancy on behalf of public or private organisa-
tions which need specialised information about small
businesses. Typical examples of this which have
occurred are:

1. A Ministry of Agriculture wanted to distribute
fertiliser in a new area. They needed information about
the number of shops, their exact location, their
opening hours and their average financial position.

2. A manufacturer wanted to advertise his food pro-
ducts in a rural area, but needed first of all to have
some information about how many shops stocked his
products in the various viliages and towns in the area.
3. A manufacturer of portable gas welding equipment
wanted to find out how many of a particular type of
metal worker there were in a province, in order to
decide whether the potential justified the appointment
of a representative (o cover the province.

4. A family planning agency wanted to distribute con-
traceptives in an area; they needed to know the
number of shops, the sex, the religion and educational
standards of the shopkcepers and the whereabouts of
the shops.

Consultants must never confuse their message by
acting as a salesmen; information of this sort can how-
ever easily be obtained by simple observation and
enquiry; although it may be preferable for the service
to be financially independent it may be very valuable
to have occasional supplementary income from
research projects of this sort. In any case the govern-
ment and other public organisations may be more
willing to work through small businesses if they are
able to obtain information about them.

Apart from special enquiries the organisation should
also try to promote the cause of small business in
general, this can most effectively be done by using data
to show the importance of small businesses as em-
ployers, and by referring to the types of service they
provide and so on. Information of this sort can be
publicised by regular reports to the press; if the public
at large and in particular those in positions of authority
realise how important small businesses are to the
economy they will be more willing to change laws that
unfairly restrict small business activity and to sanction
funds for programmes which assist them.




SUMMARY

This part of the manual has attempted to describe the
whole process from assessing the training needs of
small business people to evaluating the success of a
consultancy service to satisfy those needs. The reader
must in addition look at the consultants’ training
course which is provided in the second part; the lec-
tures, discussions, exercises and field assignments
included in the course will give a far more realistic
impression of what consuitants need to know and how
they should operate.

It should once again be stressed that the whole con-
cept is very much in its infancy; because of differences
between one environment and another it will never be
possible to generalise about what should be done to
operate a successful service, and many of the sug-
gestions in this manual may be quite inappropriate for
some situations.
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Readers are invited to share their experiences if
they make an attempt to apply any part of this con-
sultancy system since this will allow the material to be
improved in the future. It is not expected that it will
often be possible or appropriate to apply the system as
it stands, using all the procedures, forms, training
materials and so on. This would almost certainly be a
mistake, since the key to the successful use of a manual
of this sort is inteiligent selection and modification
rather than wholesale application. The publishers will
welcome any comments from readers who are in touch
with small business people in developing countries, and
they hope that the manual will make some contribu-
tion to improving their management ability.
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PART TWO:
CONSULTANTS’ TRAINING COURSE




INTRODUCTION

This course has been designed to provide material for
training small business consultants, it must be used in
conjunction with the first part of the manual, which
shows how the course fits into the overall system of
low cost individual advisory services for small busi-
nesses in developing countries.

Several aspects of the administration and organisa-
tion of the training course are dealt with in the first
part of the manual; these include:

a) the selection of trainees

b) the numbers to be trained at one time

¢} the location of the course

d) the time over which the course should run

e) possible sources of instructors for the course

f) evaluation of trainees

g} on-going training after the course

Objectives i

Individual objectives are given for each of the fifty-
one sessions which make up this course; the overall
objective is to enable trainees to provide management
advice to small business people which will be accepted,
understood and applied and which will improve the
performance of the small businesses.

Trainees and instructors may be used to education
and training which has as its objective the acquisition
of knowledge or learning by rote which can be tested
in examinations. As a result of attending this course,
trainees should be able actually to achieve results in
the field. This involves practical skills but since the
major advantage of individual consultancy is that the
approach and advice are right for each individual
business, the main emphasis is on skills of analysis and
communication rather than on learning any particular
terminology or predetermined techniques.

Trainees and their instructors may be unfamiliar
with this type of learning and may attempt to revert to
the traditional learning of lists and definitions. This
should be avoided and it should be made ciear from the
outset that the objective is performance rather than
knowledge for its own sake.

Learning Methods
The emphasis throughout the course is on participative
learning. The trainees are expected to contribute as
much or more than the instructor and they are pro-
vided with exercises and field experience which will
enable them to do this. A successful small business
consultant is one who is able to learn with his clients
rather than acting as a traditional teacher who tells all
and niover asks or listens. In the same way the course
must be a shared learning experience and the instruc-
tors must not be afraid to admit that they themselves
do not know the answers to every question.

The material includes the following types of
sessions:
a) Lecture/discussions; extensive notes are provided to
guide the instructor through each session of this type
and frequent suggestions are given for questions and
discussion points. The instructor should use these pages
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as his own notes in the course and should make them
his own by writing on them, modifying, adapting and
supplementing them. Spare space is left on the right
hand column for this purpose. It must be emphasised that
this is not a book. The material provides some basic
notes which instructors should make into their own
personal material.

b) Exercises;. these are bound together at the end of
each session, with references at the beginning of each
session in which they are to be used. They should
rarely, if ever, be used as they stand. At the very least
the dollars and cents and names should be changed for
local currency and local names and where possible the
examples, exercises and case studies should be rewritten
to include local industries and typical circumstances.
It should be emphasised that most of these exercises
are for discussion rather than being questions to which
there are right and wrong answers; the material does
not include suggested answers for any except a very
few of the exercises. This is partly because an instruc-
tor must work through every exercise hefore attempting
to use it with the trainees, but in addition there is
room, particularly with the later case studies, for wide
divergence of opinion and it would be altogether
wrong to suggest that there is only one correct point
of view.

c) Role-playing Exercises; consulting involves per-
suading people to change and it is important that
trainees should have some practice in this type of skill
before they go out into the field as independent con-
sultants. They may be unfamiliar with this type of
exercise but the instructor can help them relax by
playing the initial roles himself and by generally
creating an informal and uncritical atmosphere.

d) Field assignments; there are a number of sessions
where the trainees are individually assigned to busi-
nesses for a whole day or where they tour market areas
as a uroiip. These are a vital element in the training
course and they are one reason why the course should
be held in an area where there are many of the types of
business which the consultants will be ultimately
advising.

It is important to make a careful selection of the
businesses to which the trainees will be assigned,
particularly in the early stages of the course. In these
sessions the business people will be teaching the trainees
far more than they themseives will be learning and it
is important that the business peopie should be anxious
to co-operate and to help with the training process.
They need not be extremely efficient businesses and it
is perhaps better if there are obvious management
errors which the trainees can pick out even at an early
stage; what is important is that the people with whom
the trainee will be associating during these days will
understand the situation.

e) Tests; the main examination is scheduled as the last
session of the course but should only form one part
of the total evaluation process. The instructor must
make a determined attempt to evaluate the personal
skills of the trainees throughout the course since

—




success in a written examination is a very poor guide to
success as a small business consultant in the field.

Many of the exercises which are incorporated in
earlier sessions provide an oppo:tunity for the instruc-
tor to evaluate progress and learning so far; if any or ali
the trainees show in these exercises that they have
failed to grasp what has gone before, the instructor
should regard this as evidence of his own failure rather
than of the trainees’ fack of ability. He should go over
the material again in a different way to ensure that
the trainees grasp every aspect properly before pro-
ceeding to the next stage.

Flexibility and Adaptation

The fifty-one sessions are presented as a full-time
course which can be run cJer approximately one
month. As was suggested in the first part, there are
many alternative ways of organising the course and
although it is unlikely that all the material given in
these sessions could be covered in any less time, there
are certainly many advantages in stretching the course
over three months or more with longer periods of
assignment to businesses and individual work at home
in between the classroom sessions.

It may be that the trainees already have some
elementary training in book-keeping and accounts and
some sessions can be omitted; in this case it may be
possible to run the course in less than a month. There
is no reason why individual sessions or exercises should
not be extracted from the course and used on their
own for small business consultants or for any other
training purpose; many of the sessions would be useful
for training small business people themselves in courses
and others would fit in well into polytechiiic or first-
year university management courses.

The timing of each session is extremely approxi-
mate and it may be found that far longer is needed to
get through all the material, particularly some of the
case studies and the exercises. |f this happens it may be
possible to omit some of the exercises or to make the
course last longer. The suggested one month period is
merely a basis on which instructors should build with
their knowledge of local conditions.

It is also vital that all the exercises, examples and
other material should be carefufly adapted to local
circumstances before material is presented. There are
many examples in the lecture sessions as well as the
exercises which use dollar currencies; these should
obviously be changed in advance to iocal currency and
in addition names. Products and types of business
should be modified as well.

The standard currency unit that is used is the
United States dollar; this should not merely be
converted at the existing rate of exchange but the orders
of magnitude should be translated into local currency

'
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depending on the typical scale of the businasses which
the trainees will be advising.

In particular wage rates and product prices may
appear too low in some countries; these should be cor-
rected and the other figures shouild be checked to
ensure internal consistency.

Equipment and Facilities

There is no need for elaborate facilities; the trainees
need to be reasonably comfortable and to be abie to
write where they sit, and there should be a large black-
board. The instructor should make generous use of the
board to illustrate calculations and emphasise par-
ticutar points. He should also invite trainees to present
their own conclusions and analyses to the rest of the
class on the board.

A large quantity of duplicated material is needed
and there should be adequate typing and duplicating
facilities. The necessary material can be prepared in
advance if the facilities are not available at the same
place or time as the training course but in any case it is
important to organise the preparation of material
carefully in advance. In the summary of sessions on
the following page the material requirements are listed
and these should be carefully noted since many of the
sessions depend on each trainee having a copy of the
relevant exercises or other papers.

During the role-playing sessions, it may be useful to
have a portable tape-recorder but this is not essential.
If overhead projectors or closed circuit television
facilities are available they may be used but they are
certainly not necessary.

It is far more important that the training course
should take place in an environment which is close to
that in which the trainees will ultimately be employed.
It should be possible in the middle of a class session for
the instructor to take the group out to observe a small
business which is within walking distance of the class-
room; this is a far more dramatic ‘visual aid’ than any
film, tape or slide.

On-going Training

It should be stressed at the beginning and throughout
the course that it is only the first stage in the con-
sultant’s training; they will continue to learn in the
field and although they will from the beginning be able
to give some elementary advice, their performance
should continue to improve throughout the period of
their employment. The trainees must not have the
impression that if they successfully complete the
course they are fully qualified to advise small-scale
businesses. They have merely been prepared to take
their first closely guided steps into individual small
business consultancy.




COURSE OUTLINE AND SESSION SUMMARY

Handouts and
Session Materials for Objective
Page Day No. Title Trainees To Enable Trainees to: Time
INTRODUCTION
64 1 1 What are we here for? Course summary Describe the purpose of the 2 hours
and timetable Consultancy Service.
68 1 2 What is a business? - Define a business and describe 2 hours
the various types of business in
their area.
70 1 3 Exercises insimple records Ex. 1-4* Appreciate the purpose of basic 2 hours
business records.
76 1 4 The First Consulting Form™ Be introduced to the structure 2 hours
Form and purpose of the form.
80 2 5 Observing a Business Handout™ Observe and identify the various All Day
financial transactions in a
business.
BASIC CONTROLS
82 3 6 The Cash Book Cash Book Page®  Set up and maintain a Cash Book. 4 hours
86 3 7 Giving credit and the Debtors Record Set up and maintain a Record of 7 hours
Debtors Record Page” Debts owed by customers.
89 3 8 Creditors and Expense Record Pages” Set up and maintain records of 7 hours
Records creditors and expenses.
93 3 9 Banks and Business Local Cheques Describe the services of banks 2 hours
etc. and how to use them.
96 4 10 Exercises in simple Ex. 1-7* Check that they have achieved All day
records objectives 6-9.

108 5 11 Stock management - Control stocks 2 hours
110 5 12 Stock Taking Stock Record Count, value and record stocks. 4 hours
Forms*

113 5 13 Exercises in stock Ex. 1-2% Practice the techniques learned 4 hours

management in Sessions 11 and 12.
117 6 14 Stock control inashop  Stock record Apply their knowledge of stock  All day

forms (12.1) and management in a real business.
handout 14.1*

MANAGEMENT ACCOUNTS AND DECISIONS

119 7 15 Balance Sheet and '‘Profit or Loss’ Construct a B/S and P/ Account 4 hours
Profit and Loss form* for an enterprise.
124 7 16 Exercises in accounts Ex. 1-2* Practice the technigues learned 4 hours
in session 15.
127 8 17 The Break-Even Point B.E. Graph™ Calculate the Break-Even Point 2 hours
for an enterprise.
129 8 18 Short Term business - Use simple accounting data to 2 hours
decisions te make business decisions.
131 8 19 Exercises in business Ex.1-2% Practice techniques learned in 2 hours
decisions sessions 17-18
136 8 20 Analysis of real business Ex. 1-3* Develop recommendations for 2 hours
data businesses based on simple data.
146 9 21 Obtaining information Handout 4.1 Appreciate the practical diffi- Y day
(2 copies) + culties of obtaining information.
handout 21.1*
MARKETING
148 9 22 Shop walk around Handout 22.1* Observe marketing practices in Y. day

the field.
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Handouts and

Session Materials Objective
Page Day No. Title Required To Enable Trainees to: Time
150 10 23 Demand in the market - Identify the sources of demand 2 hours
place and select the right products to
satisfy it.
153 10 24 Distribution and pricing - Explain the importance of 2 hours
correct choice of suppliers and
pricing policy.
1556 10 25 Promation — Describe technigues of shop 2 hours
promeotion and their application.
157 10 26 Shop layout and display Paper, scissors Recognise good layout and 2 hours
etc. for layout display techniques
exercises
159 11 27 Layout and display Tinned goods etc. Practice sales promotion 2 hours
exercises techniques.

THE FINANCIAL AND SOCIAL ENVIRONMENT

161 11 28 Financial management Describe the sources and uses of 2 hours
funds in a smaii enterprise.

164 11 29 Exzrcises in financial Ex. 1-2" Practice techniques learned in 2 hours
planning session 28.
168 11 30 Social factors Identify non-financial factors 2 hours
' which enter into smali business
decisions.

SELLING AND COMMUNCATIONS
173 12 31 Salesmanship - Identify and describe good 2 hours
selling techniques.

175 12 32 Marketing exercises Ex. 1-3" Analyse marketing and sellin 3 hours
g 9
problems and make appropriate
recommendations.

183 12 33 Role-playing in selling - Practice seliing techniques. 3 hours
184 13 34 Giving advice in a shop Handout 4.1, Appreciate the difficulty of All day
341 persuading clients to change.
186 14 35 Selling better Handout 4.1% Appreciate the type of selling 3 hours
management involved in the consultant/client

relationship.

191 14 36 Consultancy role playing - Experience the problems of 3 hours
persuading business people to
change.

PLANNING

192 15 37 Objectives and budgets - Recognise the importance of 3 hours

planning towards previously
identified goals, and develop simple

budgets.

195 15 38 Loans Handout 38.1" Identify occasions when a business 3 hours
Local loan really needs a loan and describe
application form ways of obtaining loans.

200 16 39 Exercises in long term Ex. 14~ Practice techniques learned in ¥ day

planning and ‘loan hunger’ sessions 37-38.

MANUFACTURING ENTERPRISES

212 16 40 Introduction to Handout 40.1% Identify the common aspects of ' day

manufacturing all types of business enterprise.

214 17 41 All Day in a factory Handout 41.1* Gain experience of a manufac- All day

turing enterprise in action.
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Handouts and

Session Materials Objective

Page  Day No. Title Required To Enable Trainees to: Time
216 18 42 Consultancy for Mfrs. Consultancy ldentify the ways in which con- 2 hours

manufacturers Form, Handout sultancy for manufacturers differs

421* from consultancy for shops.

224 18 43 Manufacturing manage- - Describe the essential features of 3 hours

ment product selection and design and

factory layout and quality control.

228 18 44 Cost accounting - Calculate the costs of products 2 hours
made in small manufacturing
business.

230 19 45 Exercises in manufac- Ex.1-3% Practice the application of tech- 3 hours

turing management niques learned in sessions 40-44.
ADMINISTRATION
236 19 46 Organisation and List of rules for Follow the prescribed Admini- 2 hours
regulations Consultants strative Procedures as members
of the Consultancy Service.

237 19 47 Internal forms All Forms Identify, fill in and use the 2 hours
Handouts 47.1, prescribed forms and reports.
47.2,47.3,47.4,

47.5,476"
246 20 48 Exercises with forms As above Practice and check their ability 2 hours
to fill in and use the prescribed
forms.
REVIEW AND EVALUATION
247 20 49 How to be a small - Integrate all they have learned 4 hours
business consultant into an effective overall approach
to the consultancy task.

251 20 50 Review — Review what has been covered in 4 hours
the course and clear up outstanding
difficulties.

252 21 51 Final examination Handout 51.1% Demonstrate that they are prepared

to start small business consultancy
in the field.

Note: The timings are based on an average eight hour day; if the working day is shorter than this, the course
can be spread over a longer period.
The times allowed for Exercise Sessions are generally insufficient for trainees adequately to prepare the
exercises; the sessions are inten:ed for group discussions and explanation by the instructor and individual
preparation should be done during the evenings or at other times outside the formal sessions.

Asterisked entries indicate handouts to be copied for trainees’ use.




SESSION 1: WHAT ARE WE HERE FOR?

The content of this session will depend very much on the institution
which is organising the service and the details of its administration; the
aim is primarily to set the scene for the course, so that trainees will be
able to concentrate on the material and will understand how the
individua! consultancy fits into the national programme for small
business development and promotion.

Administration
It is not possible to concentrate on the course, and iearn, unless one is
free from other distractions and worries.

There are a number of questions which may be worrying trainees; they
themselves may not be aware of their need for information, or they
may be embarrassed to admit their uncertainty, but by the end of this
session every trainee must know the answers to the following questions:

1)  Where am | going to sleep during the course?

2) Where am | going to eat during the course?

3) What money shali | be paid during the course?

4} Who will pay for my food and accommuodation during the course?

5) Will | get any sort of certificate at the end of the course?

6) When shall | know whether | have passed or failed the course?

7) If | fait what will happen to me?

8) If I succeed what will happen next?

9) How well must | do in order to pass the course?
10) What stationery, books and other materials will | need during

the course, where shall | get them and who will pay for them?

11} How long is the course?
12} How many hours a day will | have to work during the course?
13) How much ‘homework’ shall | have to do during the course?
14} Who will pay for any travelling | have to do during the course?
15) After the course, what shall | be able to do that | cannot do now?

The answers will depend on local circumstances; the following points
will have to be stressed in any case:

1) The course is only the first stage in a lengthy process of learning
which will continue indefinitely. It is not a complete course in con-
sultancy, but merely enables trainees to move into the field and to
start ‘learning by doing’.

2) Trainees will be tested at the end, but they will be evaluated through-
out the course; they have been carefully selected and there is no reason
why anyone should fail so long as they work hard and use their
imagination and initiative.

3) The course is a group learning exercise; trainees will be exposed to
business situations from the very beginning and will be expected to
contribute as much or more than the instructor. Consuitancy cannot
be learned from a teacher or a book, it has to be learned by sharing
experience.

4) Nobody will be criticised for saying that he or she does not under-
stand, or for asking for further explanations. Trainees will blamed for
not asking for further information or explanations, since their ignor-
ance is bound to come out in the tests or when they are in the field.

5) Consultancy involves hard work and it will be impossible to com-
plete the training course without doing a full day’s work, every day. If
any trainee finds this impossible it will be in his or her own interest
to leave the service.

The Importance of Small Business

Trainees must understand the purpose of the service they are being
trained to provide; this means that they should appreciate the import-
ance of small business in the country as a whole, and in the area where
they will be working. Trainees will be confused by too many statistics,
end they may not be available, but some or all of the following questions
may be discussed, both for the country as a whole, and the district
where the trainees will be working:
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B Time: 2 Hours

Materials:
Course summary
and Timetable

At the beginning of this and
every session, refer to the
objectives of the session,
ensure that trainees under-
stand what they are trying to
achieve, and stress that they
themselves are responsible for
telling the instructor if they
think they are not achieving
the objectives.

Trainees cannot be expected
to ask ail these questions,

even if they need the infor-
mation. They should be invited
to express their uncertainties,
and it is better to state some-
thing that everyone knows
than to leave one traiﬁ{ee
uncertain. b

Discuss with trainees the real
meaning of qualifications. Are
trainee teachers, engineers or
policemen actually fully
prepared for their jobs when
they complete their formal
training?

Do not discourage trainees,
but make it clear that they
will have to work very hard
during the training course
and thereafter.

Ask trainees to guess how
many jobs are provided by
small business.




— The total number of small businesses.

— The total turnover of small businesses.

— The total employment of small businesses.

— The proportion of all jobs, turnover, etc. that is provided by smali
business.

It is also important to appreciate the variety of small businesses and
it is interesting to list all the services which are provided by small
businesses. Their value to society is illustrated by trying to imagine
what would happen if there were no small businesses.

Most of the services provided by small business can be provided by
larger organisations, and often are.

Small businesses have certain advantages over large ones, from the
point of view of:
— The owners of the businesses.
— The customers of the businesses.
— The suppliers to the businesses.
— The employees of the businesses.

The advantages will depend on local circumstances, and the par-
ticular businesses which the service is intended to advise, but small
businesses usually have the following advantages:

1) Small businesses usuaily employ more people.

2)  Small businsasses usually need less capital.

3) Smalf businesses usually need less foreign skills.

4} Small businesses are usually owned by local people.

5) Small businesses are usually scattered throughout a country, not
just in the capital cities.

6) Small businesses usually provide services or products which are
right for local conditions.

7) Small businesses provide a place for people to invest their capital.

8) Smal! businesses are a good school for future managers of farge
businesses.

9} Small businesses are usually convenient for their customers,
because there are many of them.

10} Small businesses are flexible and quick to adapt to change.

The Problems of Small Business

Small businesses are important to society; they also have particular

problems, which an extension service can help to solve. The particular

problems will depend on local conditions and legislation, but they may
be considered under these general headings:

1) Capital; small business people are, or believe that thev are, short of
capital.

2) Markets; small businesses often lack demand for their products
or services.

3) Harrassment; small businesses are often damaged by Government
and other regulations which weigh unfairly on them.

4) Technical skills; small business people often find it difficult to
obtain the technical training they need to compete with larger
enterprises.

5) Security; small businesses often suffer more than large ones from
theft, corruption and natural hazards.

There may be other problems; to a greater or lesser extent they can
all be reduced or eliminated by better management.
Management has been defined as:

‘Making the best use of available resources’
This means succeeding in spite of difficulties such as the problems
mentioned before.

Assistance for Small Businesses
In nearly every country there are some kinds of assistance for small
businesses; it is essential:
to know what is presently being done in this field;
— small business consultants must appreciate the gap which the exten-
sion service is aiming to fill;
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Ask trainees to imagine what
would happen if there were no
small businesses. How else
could the same services be
provided? Would they be as
useful and economical?

Ask trainees to compare the
numbers of jobs provided by
one large firm or several small
businesses, providing the same
total amount of particular
services.

Suggest, or ask trainees for
examples of, small businesses
which exemplify these
advantages.

Ask trainees to describe
examples of small businesses
which have failed to serve
customers, their owners, their
suppliers or the national
interest.

Ask trainees to explain the
failures.

Ask trainees for examples of
each type of problem.

Ask trainees to suggest how
each of the problems might
be relieved by better
management.




— they must be able to inform small business people about the other
services that are available.

The types of service, and the institutions which provide them, will
obviously be different in each country. It is useful to discuss them
under the following general headings:

1) Loans

Commercial banks.

Special small business programmes.

Government lending bodies.

Suppliers’ credit programmes.

2) Training

Technical schools.

Chambers of commerce courses.

Ministry courses.

Correspondence courses.

Suppliers’ training pragrammes.

Books.

3) Technical Services

Specialised Government services

{Ministries of Agriculture, Mines, Industries, Trade, etc.)

Suppliers’ advisory services.

Industry research institutes.

There may already be some individual advisory services for small
business, if so, they should be explained, and the need for this par-
ticular service identified.

The Role of Extension
Small business people need /ndividual, on-the-spot, advice which is
especially ‘tailored’ for their business.

To be effective, it shouid be:

Personal
Thorough
Confidential
Confidence building
Encouraging
Practical
Convenient
Flexible
Simple
Comprehensive
Extensive

The principle and operation of an individual advisory service should
have been briefly explained to trainees at the recruitment session when
they were selected, but this should be repeated in more detail.

A typical consultant’s day includes failures, frustration and problems
as well as the successes that make the job so satisfying.

The results of this service, or others elsewhere, should be described;
these shouid be ‘brought to life’ by examples of ways in which indi-
vidual business people and their customers and employees have
benefited, or might benefit, from the service.

The Training Courses

The training course should be outlined; this should include an account
of the timing that has been chosen, and a brief run through of the
sessions; this should stress in particular:

1) The ‘on-the-job’ sessions; these occupy about one quarter of the
total time, and mean that trainees will be able to experience what it
is like to work in a business, and with business people, from the very
beginning.

It is vital that trainees co-operate with the business owners with
whom they are ‘placed’ during these sessions. They should be willing
to work as unpaid assistants, in return for the opportunity to observe
and discuss the management of the business.

Ask trainees to suggest ways
in which small business people
can obtain assistance of each
sort. How effective is it?

Ask trainees for examples of
business people who have
received assistance in the form
of loans, training etc., and
who have not benefited.

What was missing?

Ask trainees to rate courses
and other methods of training,
and an individual advisory
service, by these standards.

Ask trainees to say how they
think a small business con-
sultant spends a typical day.

Describe a typical day in the
work of a small business
consultant, or invite an
experienced consultant to
talk about his work.

Give each trainee a copy of
the timetable, including a
summary of session titles,
duration and objectives.




2) The exercises and assignments; these occupy rather over a quarter
of ihe total course and may be done at home or in the classrcom
according to the way in which the course is organised. Trainees must
complete these as well as they can without help; they must remember
to be careful and accurate in the simple calculations which are involved.
In an exercise, the mistake of writing $100.00 instead of $10.00 will
only mean the loss of a mark. For a consultant in the field, such an
error might lead to a totally wrong piece of advice which could cause
permanent harm to a business.

3) The lectures and discussions; these occupy just under a half of the
course; they are not lectures in the ordinary sense. Trainees are con-
tinually asked to comment, contribute, discuss and disagree; if trainees
think of the instructor as the source of all knowledge on the subject
{which they may have been encouraged to do at school), they will
learn very little. ]

Trainees should not generally take notes; they will be given copies of
forms and other papers which they need. During the sessions they
must concentrate on what is being said, and they must contribute
whenever they do not understand, do not agree or feel that they have a
point which will add something to the session.
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Check that trainees have a
suitable place with adequate
lighting, to study if they are
to work on exercises at home.

Ask trainees how much they
were expected to contribute

to class sessions at school. Were
they expected to disagree with
the teacher?




SESSION 2: WHAT IS A BUSINESS?

This course aims to help you iearn how to help small-scale businesses
by giving them advice on how to run their businesses better.

We must therefore at the very beginning understand what we mean
by the term ‘business’. There must be something in common between
the millers, shopkeepers, carpenters, garage mechanics and all the other
people we call ‘businessmen’. We are interested in small businesses, but
vast international firms that make cars, petrol, aeroplanes and so on are
also ‘businesses.’

What have they in common with the small-scale businesses with
which we are familiar?

Businesses involve people doing things for other people and being
paid for it.

Is the Police Station a business, or the Ministry of Agriculture, or
a church?

The police, governments and churches do serve people, and are paid
for it, but they do not do it for a profit. We shall talk later on about
what profit is, how it can be measured and what it is used for, but since
we are trying to help businessmen, and they want to make a profit,
we should know how they do it.

Businesses that are owned by a group of people, such as co-
operatives, may not be intended to produce a profit, but their success
depends on their providing their services to customers and members as
economically as possible; the management task is therefore similar
whether a business is privately or co-operatively owned.

The most profitable businesses are those that provide the most
services and sell the most goods.

They do this because they serve their customers better than other
businesses.

Business success is therefore a matter of service. Customers come
first, but suppliers, workers and owners all have to be satisfied too or
they will refuse their supplies, their labour or their investment. A
businessman must therefore balance the interests of customers, owners,
suppliers and workers.

Unlike government, the police and similar organisations, a business
has competitors; there are nearly always other businesses where cus-
tomers or members can get similar services, and there may also be other
places for workers to work in and investors to invest in. A business
manager must therefore always be improving; if he does not, someone
else will take his customers.

Competition produces better services for customers, and better
working conditions for workers. It also leads to collapse and loss for
businessmen who do not know how to compete.

If we can learn how to help them, we shall be helping their cus-
tomers, the investors, the suppliers and the businessmen themselves.
We shall also be helping the country as a whole; small businesses in
particular are good for a country because they employ more people,
in more places, than large businesses, they are scattered all over the
country and are not concentrated in the overcrowded cities, they do
not need imported machinery or foreign managers like big businesses,
their products are designed for and by local people, and they are a
school for businessmen who may later own big businesses.

What sort of things do small businesses do?

1) Some businesses make or grow things; factories, farms and
workshops.

2) Some businesses buy and sell things; retail shops and wholesale
traders.

3) Some businesses transport goods and people; bus companies, taxi
owners, and transport firms.

4) Some businesses deal in money; banks borrow money from people
who temporarily have more than they need and lend it to those who
need it, and can eventually pay it back.

Time: 2 Hours

Ask trainees to name some
types of business known to
them.

Ask trainees to name some
international firms.

Ask trainees to suggest what
distinguishes a business from
other organisations. They may
mention people working
together, being paid for it,
service to the public or profit.

Ask trainees how businessmen
make profits. They may
mention good management,
high prices, hard work and
service to customers.

Ask trainees who has to be
served as well as customers.

Ask trainees what will happen
if each of these interests is
neglected, or served to the
exclusion of the others.

Ask trainees to identify the
competitors of local businesses
known to them. Are there

any monopolies with no
competition?

Ask trainees what effect this
has on the standard of services
offered to the public.

Ask trainees why small
businesses are good for a
nation.

Ask trainees if they think
farmers are businessmen.




Al these sorts of businesses are satisfying needs:

— customers’ needs for things to eat and drink and wear;

— farmers’ needs for fertilisers, seeds, tools or somewhere nearby to
sell their produce;

— factories’ needs for a few large customers who will buy their goods
and redistribute them in smaller quantities;

- retailers’ needs for one place which they can buy all the products
they want to stock instead of having to go to each factory.

Small businesses do a lot of different things; they are also owned

and managed in many different ways.

How do businesses grow? .
Let us follow the imaginary history of a small-scale businessman who
starts a business.
1) He sells some cattle or uses his savings to start his business. He owns
it all, and manages it himself.
2) He wants to invest more money in the business, and the profits alone
do not provide enough money to buy what he wants. He asks a friend
to put some money in and join him. Now they are partners.
3) The partnership prospers, and they want still more money to invest
in the business so that it can become even bigger. He and his partner
(there may be more than two of them by now) do not know anyone
else who has the money they need and is willing to join the business
and to run all the risks of loss or bankruptcy. So they invite other
people, who do not know them well but have money to invest, to buy
‘shares’ in the business. These ‘shareholders’ share in the profits, but if
the business fails they only lose their investment, not everything else
like the partners who are fully responsible. Now it is a /imited company,
because the risks of the members are limited.
4) The bigger the business gets, the more profit it makes, and probably
this will mean that there is more to re-invest. The business can now
grow from its own profits, without having to look outside for help.

Co-operatives are another different type of business.

A number of people may want to have some particular service, such
as a shop, a vehicle, some farm produce processing equipment or a
tractor, but none of them on their own can pay for it, or use it
economically. They all subscribe a small amount, but together it is
enough to buy what is needed. They have a committee, appoint
managers, and the members share the profits in relation to how much
they use the service.

Government Businesses

Some businesses are owned and managed by the government and not

by private people; this is because they are too big or too important

for individuals to own.

-~ Most businesses are small, privately owned enterprises; they provide
services for their customers, jobs for their employees and a living for
their owners; we are here to help them.

— The training and initial consultancy will concentrate on shops,
since these are so numerous and are in some ways simpler than
manufacturers.

Ask trainees what it is that
shopkeepers do for people.
Are they just an unnecessary
group between producers
and final users?

Ask trainees what service
wholesalers perform.

Ask trainees to suggest differ-
ent ways in which businesses
are owned.

At each stage, ask the trainees
where the businessman might
go to get more money; they
may suggest the bank every
time, but they know how
difficult it is to get bank loans.
Ask them what else the busi-
nessman might do, if the
banks refuse.

Ask trainees what else might
happen if the business grew
still more. 1f it was very large,
or important, it might be
taken over by the government.

Ask trainees to suggest yet
another form of ownership.

Ask trainees to describe co-
operatives they know. Do they
have particular management
problems? Why?

Ask trainees what businesses
are owned by government.
How does this affect their
management?

Discuss the importance of
small shops, or of whatever
group the consultants are to
work with initially.




SESSION 3: EXERCISES IN
SIMPLE RECORDS

This session introduces the idea of describing a business in financial
terms, as an aid to understanding what has happened in the business,
and thus to making suggestions as to ways of improving the business.

The four exercises are very simple, and lead up to the ‘first con-
sulting form’ which is introduced in session four.

There is no mention of technical terms such as ‘assets’, ‘liabilities’,
or ‘debtors’ and ‘creditors’. These are introduced later, but are of little
importance; what matters is that trainees should appreciate the use of
these simple figures as tools of business analysis.

Exercise 1: Azim's Vegetable Shop
Trainees should be given about ten minutes to wark on this alone, with
no introduction, and the instructor should then go through the cal-
culations with the group, ensuring that every trainee understands what
is involved.

The following points should come out in the discussion:
1) Businesses have other expenses apart from the cost of the materials
or supplies which they buy for resale. Azim ‘gained’ $100 on his
vegetables alone, but he only managed to obtain $30 for his own use
after paying the other expenses.
2) Business people must keep some records, even to be able to make
up a simple account of this sort. Trainees may discuss how they think
Azim might have recorded these 8 items of information.
3) Azim earned himself $30 during the month. Was this his wage, or
the profit of the business? Trainees should begin to appreciate the
importance of separating the owner's affairs from those of the business
he owns.

Exercise 2: Mrs. Habib's General Kiosk
Trainees should be given about ten minutes on their own for this exer-
cise, although they may finish sooner. The instructor should then go
through the figures, summarising the items into the four categories of
building, equipment, stocks and cash and showing the two sources of
money -- Mrs. Habib's investment and the loan. The figures should be
laid out as the trainees suggest, and the instructor should avoid any
mention of ‘balance sheet’, ‘assets’ or ‘liabilities’.

The following points should be made:
1) It is necessary to summarise and categorise the various items of
expense. There are various ways of doing this, and the choice will
depend on the detail needed and the time available.
2) A business person can decide, at the beginning or later on, how he or
she will ‘deploy’ the money in the business. Spending more money on
stocks or equipment means having /ess for the building or the cash box,
and so on.
3) It is useful to describe a business in terms of where the money has
come from, and how it is used. This ensures that all the money that has
been allocated to the business is accounted for, since the total of what
has been acquired from the owner, from suppliers, loans and reinvested
profits, must equal the total of the various ways in which it is used.

Exercise 3: Salim’s Shop
Trainees should be given about ten to fifteen minutes on their own for
this exercise; it is intended mainly to reinforce the lessons of Exercise
1, with the addition of the element of stock increase or decrease having
to be taken into account when calculating cost of goods sold.

The instructor should work through the exercise with the trainees,
asking them for each point and ensuring that every trainee understands
every step.
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Materials: Handouts
3.1,3.2,3.3, 34
(Pages 72-75)




The following points sho:!ld be made:

1) It is impossible to know what has been sold by a business, or what it
cost, without knowing the stocks on hand at the beginning and end of
every period in which you are interested.

2) What has been used in a period must be what was on hand at the
begin:iing, plus what was bought during the period, /ess what remained
unsold at the end.

This simple calculation causes a great deal of trouble. Every con-
sultant must understand it and be able to apply it from this stage on;
the principle can be simply illustrated with sticks of chalk, ticks on the
blackboard, chairs or any other moveable item.

The instructor should, if necessary, set more examples to ensure that

every trainee can calculate the cost of goods sold in this way.
3) Every cost item must be included, even if the payment is made for
a longer period than that in which we are particularly interested.
Annual payments must be divided by 12 to get monthly costs, or by 52
to get weekly costs.

Exercise 4: Mohamed’s Shop

Trainees should again be given ten to fifteen minutes on their own with
this exercise, which is mainly a reinforcement of Exercise 2. The
additional points, which should be brought out by the instructor when
he goes through the exercise with the trainees, are as follows:

1) It is possible, approximately at any rate, to make up a financial
picture of a business that has been operating for some years, with few
records of any sort. This is a vital point for consultants who will
generally be advising businesses which have been running for some time
but for which there are no regular accounting records.

2) Apart from the building, the equipment, the stocks and the cash
which were introduced in Exercise 2 as ways of ‘using’ money, it can
also be put in the bank or lent to customers in the form of credit
(trainees should realise that to obtain credit is exactly the same as
obtaining a cash loan).

3) In addition to the owner's own investment, or a private loan, it is
also possible to obtain money from banks or from suppliers, in the
form of credit.

4) If some estimate can be made of the total value of what is in the
business, and of what has been put into it at the beginning or during
its life by the owner or from other scurces, the difference between
the two totals will be what has been /eft in the business by the owner,
out of its profits. If more has been put in from outside than is now in
the business, it has either lost money during its life, or the owner has
taken out more than the business has earned.




EXERCISE 1: AZIM’S VEGETABLE SHOP

Azim started his retail business on June 1st, 1976. He found another job at the end of the month, so he closed the
business on June 30th, 1976.

He made a note of the following facts during the month:

1. He spent a total of $§200 on vegetables for sale.

2. He sold all the vegetables, for a total of $300.

3. He paid rent of $20 for his stall in the market.

q. He paid a licence fee of $10 for the month to the market committee. |
5. He paid his cousin a total of $20 for assistance during the month.

6. He paid $15 for the transport of the vegetables from the farmers to the market.
7. He paid $5 for paper bags to wrap the vegetables he sold.

8.  He took $30 from the takings during the month for his own personal expenses.

How much money did Azim's vegetable shop make or lose during its life of one month?
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EXERCISE 2: MRS. HABIB’'S GENERAL KIOSK

Mrs Habib was given $500 when she retired from her job at the factory, and she decided to use the money to open
a general kiosk. Since she was well-known in the area she was able to borrow another $500 from a friend for the
business; she spent the money as follows:—
1. She bought some shelves for $50.
2. She bought a cupboard for $30.
3. She bought a set of weighing scales for $60.
4. She bought a cash box and lock for $10.
5. She bought timber and nails to build her kiosk for $200.
6. She paid the carpenter $100 for putting up her kiosk beside the road in front of her house.
7. She paid the painter $50 for painting the stall.
8. She spent $100 on 5 bags of sugar to sell.
9. She spent $50 on 3 bags of flour.
10. She spent $200 on a variety of tinned foods.
11
12. She kept $50 in the cash box to use for change.

Summarise the way Mrs. Habib invested her money in order to present a simple financial ‘picture’ of the business
as it was when she was ready to start. Include a statement of where she obtained the money.

Shie spent §100 on sofi diinks, medicines and tea. i




EXERCISE 3: SALIM'S SHOP

Salim started his shop on January 1st, 1976. At the end of January he wanted to know how wel! he had done. He
had noted down the following facts:

1.

2.

7.

8.

He had started the month with $100 worth of goods in his shop.
During the month he had bought $50 worth of goods, in addition to the stocks he had at the beginning.
At the end of January he counted up his stocks, and worked out that they were now worth $110.

He had kept a record of his cash, so he knew that he had received $60 from his customers during
January.

His rent was $60 for the whole year, and this included payment for the use of all the equipment in
the shop.

The total of his licences for the whole year was $12.
He had taken $10 from the shop for his own use during the month.

During January he had not given any credit to his customers, and he had paid cash for all his supplies.

How much money had Salim gained or lost during January, 19767
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EXERCISE 4: MOHAMED’S SHOP

Mohamed started his shop in January 1965. He had invested $50 which was all his savings at the time. On January
1st, 19758 his brother Juma asked Mohamed what he had achieved in 10 years of business. Mohamed said that he had
managed to keep himself and his family, and to send his five children to school. Juma answered that this was
indeed very good, but he wanted to know how much the business was worth today, on January 1st, 1976, so that
they could compare it with the original $50. Mohamed did not know what to say, but they decided to see if they
could find out. Moharried made a note of the following facts, which he thought might be useful to them.

1.  There was $5 in the cash box, belonging to the shop.

2. He had opened a bank account for the shop in 1971, and there was now a balance of $15 in it.

3. His customers owed him a total of $30 for goods he had sold to them on credit.

4. He had counted up his stocks the previous day, December 31st, 1974 to see how he was doing, and he
found that they were worth a total of $200.

5. He had bought his building two years before, for $1000.
6. The shelves, counters, and other equipment in the shop were worth a tota! of $100.
7.  He owed his wholesaler a totai of $50 for goods he had bought on credit.

8. He had borrowed $1000 from the Commercial Bank to buy the building, and he had so far only
repaid $200.

Put togeiner a financial description of Mohamed's business on Janwary 1si, 1575, showing how the money was
being used in the business and where it had come from,

Assuming that Mohamed did not put any of his own money into the business after his initial $50, how much of the
profits had he re-invested during the ten years of the business life?
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SESSION 4: THE FIRST
CONSULTING FORM

The questions in the first consulting form are designed to obtain the
following information about a business:

1) How the money is being used at the moment.

2) Where the money was obtained from.

3) What gain or loss is being made by the business each month.

4) What information that should be available is not available.

The last item is often the most important at first; if a business
person cannot answer a question, this immediately suggests a need for
better record keeping.

We should go through each question on the form, and ask ourselves:
1) Will our business people be able to give us this information?

2) If not, how can they be advised so that they can obtain the infor-
mation?

3) Will our business people be willing to give us this information?

4) If not, how can we persuade them to give us an accurate answer?

The information obtained from clients with these questions, or the
lack of information, is not the whole story; it must be combined with
intelligent visual observation of the business person and the business
premises, stocks, equipment, etc.

Only this type of observation can reveal the answers to questions
such as:

1) s the business person literate?

2) |s the business neat and clean?

3) Are the stocks well organised?

4) Are stocks balanced in quantity?

5) Is there any effort to promote sales?

6) Are the goods of gcod quality?

7} s the business person interested?

8) Does the business person trust the consultant?

9) Does the business person really understand what is being asked?
10) Does the business generally look progressive or heading for failure?

Information of this sort is vital in order to make decisions about

what suggestions shall be made, and at what pace:

1) What level of book-keeping will this person be able to reach?

2) How many recommendations should this person be able to absorb
in one visit?

3) After how long an interval should the consultant call back to check
progress?

4) Is this business likely to survive long enough far recommendations
to take etfect?

5) What simple housekeeping improvements will improve this business
without any need for analysis of figures?

During the course techniques will be covered which wiil enable
trainees to:

1) Advise business people how to obtain all the information on the
form, and on similar forms for manufacturers.

2) Analyse the information in order to diagnose the constitution of
the business.

3) Determine what needs to be done to improve the business.

4) Persuade the business person to co-operate in the whole process of
giving information, co-operating in the analysis, helping to develop
solutions, and applying and evaiuating them.
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Time: 2 Hours
Materials: First
Consulting Form,
Handout 4.1 (Page 77)

Give each trainee a copy of
the First Consulting Form, for
retailers (Handout 4.1)

Go through each question on
the form, ask trainees to
comment on each.

Ask trainees how business
people can obtain the neces-
sary information for each
answer.

Ask a trainee to act as a con-
sultant and give typically vague,
uncertain, unwilling etc.

replies. Ask trainees how they
will deal with these.

Do not at this stage go into
detail on recording etc. tech-
niques but merely ask
trainees to identify what is
missing.

Do not allow trainees who are
already familiar with book-
keeping to go into detail.

‘Role Play’ several consultant/
client meetings with the form
so that all trainees are
familiar with its layout and
content.

Ask trainees what might
be symptoms which would
indicate answers to these
questions?

Ask trainees to suggest items
of better housekeeping that
would improve shops known
to them.




FIRST CONSULTING FORM

VILLAGE/MARKET/TOWN

Shopkeeper

DATE OF FIRST SESSION CONSULTANT

NAME AND ADDRESS OF BUSINESS

YEAR BUSINESS STARTED

TYPE OF BUSINESS

What is the most important problem in your business?

Better MANAGEMENT may help you to get over this problem. | am not giving loans, chasing debts or asking about
taxes, but trying to HELP you manage this business better with some ADVICE. | am trying to give you advice

especially for your business. | do need some information from you before | can do this.

First, | need to know what you have in your business today, and how much it is worth.
Is this building you property? (Yes/No) If so, what is its value now?

What is the value of all the furniture and equipment you have in your business, if you had
to sell it today?

What is the value of all the goods in stock today?

Do you give any credit at alt? (Yes/No) If so, how much is owed to you today, by all your
customers, whether overdue or not? (Try to add up the total from the record of debtors).

Does the business have a bank account? (Yes/No) If so, how much is in it? (Try to check
the bank book).

Do you have any other money which can be used for the business when necessary?

How much CASH have you got here now which belongs to the business? (Try to see
the actual money).

The total amount of money, or value of other things that you are using in your business
today is therefore TOTAL 'ASSETS’

Let us try to see where this came from. Do you get any credit from your suppliers? {Yes/
No) If so, how much do you owe them aitogether today? (Try to check from records).

Do your customers ever pay in advance? (Yes/No) If so, how much have you got from
them at the moment for goods not yet taken? {Try to check from records).

Have you received loans from any source? If so, how much do you owe at the moment?
How much money did you and your partners if any put into this business at the beginning?
How much have you put into it since then?

The total amount put into the business by you or ‘lent’ from other sources is therefore
TOTAL

The difference between this and the total value of what is in the business has come from
profits earned by the business {or losses).

The total value of the business is therefore (Transfer total from above).

Do you have any other business such as cash crop farming ( ), a restaurant {( ),
transport services ( }, another shop ( ), other { ).

If so, are all the figures which you have given me the ones for this business alone or does
the cash or any other item befong to the cthers as we:!? (Correct as necessary).
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Now let us see how much profit or loss you are making each month.

What is the total value of your sales in an average month? (Try to check from cash
records, debtors records, guesses of a day's sales, or your observation) SALES TOTAL

What does it cost you to buy the goods that you sell for this amount? (Check opening
stock and goods bought /ess closing stock, or receipts, or average gross profit on sales)

What do you yourself take out of the business in an average month in wages, salary, value
of goods taken and not paid for, gifts to relatives and so on? (Check records)

Do you employ any others in this business? How many? ( ) if so, what do you pay
them in total per month?

What rent do you pay per month?
What do you spend on transport each month?

What do you spend on water, electricity, wrapping materials, etc. each month for the
business? (Be sure no expenses are forgotten).

What do you spend on loan interest and repayments each month?
What is the MONTHLY cost of your licences? (Check licence certificate).

Your total expenses per month are therefore EXPENSES TOTAL

The difference between your total expenses and your sales is your profit/ioss.
TOTAL PROFIT/LOSS




CLIENT CONSULTANT
R = RECOMMENDED C = COMPLETED
RECOMMENDATIONS DATE DATE DATE DATE

Keep Cash Book

Record Debtors and Advances

Record withdrawals of cash (in cash book). Pay for
goods withdrawn, if necessary by withdrawing cash and

recording it.

Count and Valuestockon(Date) . . .............

Reduce Stocks by.
a) Lower Price

PresentPrice. . . . . ... ... .. . ..., ... .. ...
TargetStock. . ... . ... ... i

b} Stop Buying

{Try Actually to do it)

Buy New Stock,
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SESSION 5: OBSERVING A
BUSINESS

A total of 5% days, or over a quarter of the training course, is spent
actually working in businesses. [t might be argued that it is impossible
for trainees to do anything worthwhiie so early in their training, but the
intention of these periods is to enable the trainees actually to experience
the problems of the business people they are to advise, and to observe
at close quarters the ways in which businesses are managed. They will
then be able to appreciate the need for the techniques which they learn,
otherwise they may learn how to keep the various records and so on,
but since they have no idea of the situation in which these techniques
are to be applied, or the problems they are designed to soive, they will
not really understand what they are doing.

Each trainee should be assigned to a shop for this first day; the shops
should be selected and their owners must agree to co-operate well
in advance of the course. The shops shouid be selected on the following
basis:

1) They must be convenient to the place where the course is being held,
so that a minimum of time is wasted in travelling.

2) They must be reasonably typical of the shops in the area, in terms of
size, apparent activity and success and type of business.

3) They should if possibie be reasonably similar to one another, so that
the experience of each client will be comparable with those of the
others in the group.

4) Each trainee should, if possible, be alone in the shop, since this will
give them experience of the relationship involved in consulting.

5) The owner should appear to be of average management ability; the
shop should not be the busiest and best in the area, but it should not be
dirty, poorly stocked and obviously near to failure.

6) The owner must understand the purpose of the service, and the
objective of the trainees’ sessions in shops. They must appreciate that
the trainees are only just beginning their training, and must not expect
useful advice at this stage.

7) The owner should realise that he can expect the trainee to act as a
free unpaid assistant during the time he or she is in the shop, and that
in return the trainee can expect to be able to discuss problems and
ask questions.

During this first day in the shop, the trainees should be told to make
notes on the following aspects of what they see and hear:

1) How well is the cash controfled, and how safe is it?

2) Does the business owner know how must cash is being received
and paid out?

3) Are the owner’s withdrawals of money from the business properly
recorded?

4) Do any customers buy goods on credit? If so, how well are their
purchases and payments controlled? Can the owner see at a glance how
much is owed by each customer?

5) Does the owner buy any goods on credit from suppliers? If so, can
the owner be sure that when he is asked for payment he is only paying
what is due, and does the owner know what his obligations are at all
times?

6) How does the owner decide what goods to put in stock?

7) How does the owner decide what quantities to buy?

8) What other problems or deficiencies are apparent?

The trainees should be asked to note down their own specific sug-
gestions as to what the business owner might do to improve each aspect
where improvement is needed. Trainees should not at this stage try to
persuade the owners to adopt the improvements, but they may of
course discuss them with the owners, and obtain their reactions. They
should not be expected to fill in the first consulting form for the
business in which they spend the day, but they will be able to observe the
availability or otherwise of the necessary data.
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Time: Whole Day
Materials: Handout 5.1
{Page 81)




SESSION 5: OBSERVING A BUSINESS

You will spend the whole day in a retail business which has been specially selected for this pu 10se. The objective
is to familiarise you with real business conditions, so that you can appreciate the kinds of problems which your
consulting is intended to solve.

The shopkeeper has been briefed on this exercise; he or she appreciates that you are just beginning your training,
and you will not be expected to teach a great deal; you should try to learn and observe, and it may be that your
questions will teach the shopkeepr something of value.

In particular, you should consider the following aspects of the management, and you should note down your
answers to these questions, together with your ideas of how any deficiencies might be remedied. You need not
at this stage try to persuade the shopkeeper to follow your suggestions, but you should try to discuss them with
him.

1) How well is the cash controlled, and how safe is it?

2) Does the owner know how much cash is being received, and how much is being paid out?

3) Are the owner's withdrawals from the business properly recorded?

4) Do the customers buy goods on credit? If so, how does the owner record this? Can he tell at a glance how
much each credit customer owes?

5) Does the owner receive any credit from suppliers? if so, does he know what he owes at any time?
6) How does the owner decide what goods to put into stock?
7) How does the owner decide what quantities of goods to buy?

8) What other problems or deficiencies are evident?
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Time: 4 Hours
Materials: Cash Book
Page, Handout 6.1
(Page 84)

SESSION 6: THE CASH BOOK

Keeping Records

It is necessary to keep records in order to manage a business success- Ask trainees why records
fully. Records are kept so that the manager can understand and analyse should be kept. What happens
what is happening in the business. if they are not kept?

The type of records needed will vary from business to business,

depending upon the type and size. However, most small-scale businesses Ask trainees what records
should keep these: . should be kept. Ask for, or
— Cash book suggest, examples of difficulties

- Debtors Record that can be avoided by kesping
-~ Expense Record each of these records.

— Creditors Record
— Stock Record
-- Profit/Loss Account

— Balance Sheet Ask the trainees when the
Records should be kept from the date when the business begins, records should be filled in.
and be kept up to date throughout the life of the business.
The records should be kept in books in the business. The records Ask trainees where the records
should be orderly and neat and not written on sheets of paper which should be kept.

can be lost or misplaced.
Ask trainees to describe the

The Cash Book effects of badly kept records.
There are many ways of keeping accounts and many different kinds of
cash books. Some businesses require very complex cash books. Most Ask trainees what a cash book
small businesses only require a simple book. does for a business.
This Cash Book is of particular use to small-scale businesses because
it can be kept up to date every day. Distribute sample cash book
In time, a small-scale business may grow so that a book-keeper is page, handout 6.1.
needed. The book-keeper may have to keep a more complicated cash ,
book. With most small-scale businesses this form is enough. Ask trainees what they need
Two things must be known to keep a cash book — How much to know to keep a cash book.
money has been receiv.d (Cash in); How much money has been spent
(Cash Out). Draw layout of sheet on board.
The following is an example and explanation of a simple cash book Explain each step in filling it
for one day: out.
MONEY INTO CASH BOX MONEY QUT OF CASH BOX
DATE DETAILS $ C. DATE DETAILS $ C.
Dec. 1 Balance in cash box at 50 00 || Dec. 1 Salim & Sons for 27 70
beginning of day supplies
Cash Sales (Receipts) 10 70 Rent 4 00
Debtors (Customers ' Wages 9 00
payment of out-
standing debts) 5 00 Allowance — Self 4 00
Total Out 44 70
Balance in cash box
at end of day 21 00
$65 70 $65 70
Dec. 2 Balance in cash box at
beginning of day 21 00
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Money In - on the left hand side.

The amount of cash on hand at the beginning of the day is called
the Balance or Cash In Hand.

Cash Received during the day is filled in by showing the amount
of money paid by debtors and the cash sales.

Maoney Qut - - on the right hand side.

This is money paid out during the day. It may be computed from
vouchers or receipt records.

The balance of Cash On Hand is the difference between Money In
and Money QOut. To find the Balance, add up both sides and subtract
the total on the right hand side from the total on the left hand side.

If the money in on the left hand side is added to the money out
on the right hand side, the totals will be equal, like a pair of scales, and
this is why it is called the Balance.

A cash book can be used to control the use of money and to record
what has happened to it.

Work through on the board and
ensure that trainees are familiar
with the procedure before going
on to the following example.

Give the trainees another
example similar to the first one.

Go through the following
example.

MONEY IN MONEY OUT
DATE DETAILS MONEY DATE DETAILS MONEY
$ c $ c.
Dec. 1 | Cash in hand 250 00 | Dec. 1| Supplier 200 00
Cash Sales 100 00 Wages 40 00
Debtors 75 00 Rent 30 | 00
Self ’ 30 | OO
$425 00 Balance 100 00
$400 | 00
Dec. 2 $100 | OO

Something is wrong with the Money Out side; on a second look, the
manager discovers that he gave an employee a $25 advance which
wasn’t recorded.

Exercise

These figures list the Money Out and Ending Cash for a business

for four days.

14/4/75 —~  Starting Cash $110.00

Purchases 63.00

Ending Cash 125.00 (Cash in $78)
15/4/76 — Purchases 137.00

Wages 20.00

Drawings 25.00

Ending Cash 108.00 (Cash in $165)
16/4/75 — Purchases 57.00

Gift to friend 10.00

Ending Cash 121.00 (Cash in $80)
17/4/75 —~  Purchases 30.00

Ending Cash 80.00 {Cash in ?)
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Ask trainees what is wrong. Why
don’t the sides balance? What
might have happened? How do
we find out? Where should the
advance be recorded?

Write this list on the board.

Show trainees how the first day’s
figures should be transferred on
to their cash book page. Ask
them to transfer the remaining « -
three days and to work out the
Cash In for each day.

What appears to have happened
on the last day?

(On 17/4/75 the ‘ending cash
was $41 /ess than ‘ending cash’
from the previous day. {$121 —
$80 = $41). Purchases were only
$30. Therefore even if there were
no sales that day, there is still
$11 unaccounted for).




CASH BOOK

<

MONEY INTO CASH BOX

MONEY OUT OF CASH BOX

DATE

DETAILS

DATE

DETAILS
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SESSION 7: GIVING CREDIT
AND THE DEBTORS’
RECORD

Even if a business person is not interested in keeping any record of cash
movements or of the volume of sales, there is one type of record which
nearly every business needs.

This is a record of debtors, that is, a record of the names of people
who have bought goods on credit, how much credit they have been
given, and when they pay.

Before seeing how such a record should be kept, we must examine
more important questions:

1) Should a business give credit at al//?

2) If so, to whom should credit be given?
3) How much credit should they be given?
4) How long should they be given credit?

Many small businesses fail because they sell goods on credit and do
not get paid; for this reason, many people say that small businesses
should not give credit to anyone, ever.

When to give credit?
— when customers genuinely need to buy on credit.
when they can really repay what they owe, and the business
owner has some way of ensuring that they do.
when the money lent out to customers in this way cannot more
effectively be used in some other way.

Customers who are farmers, and who need goods this manth which
they will only be able to pay for when they harvest their crops, are the
maost familiar example.

Employees with regular salaried positions, such as schoolteachers,
and Government staff, who are paid monthly, are another.

To whom to give credit?

To customers who fulfill these conditions:

1) They are reliable trustworthy people, known as such to the business
owner or to reliable informants.

2} Their economic position is such that they will not only be able to
pay but also willing to repay.

3) Their business must be sufficiently valuable to the business to justify
‘lending’ money to them, for this is what selling goods on credit
actually is.

The big customer who may not be reliable, or the wholly reliable
wealthy customer whose business is not worth the expense, should be
turned down.

How much credit to give?

Customers will not buy from a business just because it gives credit,
they need other important services first;

-- The necessary equipment, premises and facilities.

— The necessary goods in stock.

Money ‘lent’ in the form of credit could have been used to finance
these ‘assets’ which are necessary before anyone will want to buy goods
on cash or credit terms.

Credit should only be offered so long as the amount involved does
not prevent the proper provision of these ‘assets’.

However well customers are ‘vetted’ before they are given credit, and
however closely they are kept to their fimits, some will, perhaps
through unforseeable accidents, be unable to pay as promised.

The business must not give so much credit that a combination of
such mistakes can ‘break’ the business.

Each individual should be given credit only within an individual
limit, fixed after consideration of:

— The amount that the customer needs.

— The amount justified by the customers’ likely purchases and

their profitability to the business.

— The amount that can safely be relied upon to be earned within
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Time: 1 Hour

Materials: Debtors’
Record Sheet, Handout
7.1 (Page 88)

Ask trainees what record
nearly every business has.

Discuss what proportion of
local businesses sell goods on
credit. How do they decide
whether or not to do so?

Discuss examples of businesses
which have failed because of
uncontrolled credit.

Ask trainees why businesses
should sell on credit.

Ask trainees what period of
credit local farmers need.

Ask trainees how business
people should choose which
customers should be given
credit.

How do local business people
actually choose?

Describe a few hypothetical
local applicants for credit, and
ask trainees whether or not they
would allow them credit, and
how much, for how long.

Ask trainees whether local
business people set any credit
limits. If so, how are the
limits set?

If not, when do business
people refuse to extend any
more credit?

How else might the money be
used to satisfy customers?




the specified period and repaic to the business in question. The
customer may be receiving credit from a number of suppliers;
each one must not allow itself to be deluded that it will get a//
the proceeds from crop sales etc.

How long to give credit?

Credit should be given for as short a period as possible, since money
has a value over time. If a customer takes two months instead of one
month to pay, the business is deprived of the money for twice as long,
and the credit has cost twice as much to give.

The period should depend on:

— The time when the customer expects to receive the funds with which
he will pay.

-- The maximum amount of time over which it is possible to forecast
the behaviour and fortunes of the customer. This will obviously
differ from one customer to another.

Longer credit means less flexibility; if a certain product becomes in
short supply, or an unexpected purchasing opportunity occurs, or there
is a need for a replacement machine, short term credit can soon be
gathered in and the money used to pay for what is needed.

Longer term credit may involve six months or more; by the time the
money is paid, the opportunity may have disappeared, or the business
itself may have failed altogether.

Giving credit is - dangerous

— expensive
- time consuming

These disadvantages can be minimised by:

Good initial credit decisions; Good Debtors’ Records.

Controlling and recording credit
Credit decisions should not be entrusted to employees; they should

be made by the busi::css owner only, and customers must realise that

employees are not authorised to grant credit in the first place, or to
grant credit beyond limits.

The debtors’ record should give a complete record of:

— The name of the customer. {This may include children etc. authorised
to buy on the account.)

— The credit limit, or maximum amount allowed to be owed at any
one time.

— The payment date, by when the account should be cleared.

The amount owing at any moment, without the need for calculating

the debt from a long list of transactions.

A note of what was bought on each transaction, with the dates and

a signature from the customer.

— A note of all amounts paid.

Many businesses record credit on scraps of paper, or in old exercise
books, with all the customers mixed up; it is impossible to find out
what is owed without lengthy calculations, and this in itself delays
payments, particularly at busy times of tha month when there is no
time to add up figures.

Each customer must have a separate sheet; they may be loose leaf
sheets, each customer may have a separate book if there are only a
few credit customers.

This layout has proved itsetf useful, and simple to fill in and keep
up to date: (see layout facing page)

Column1 — Date.

Column 2 Particulars should include individual items our-
chased when possible.

Column3 -  Price for each item listed in the particulars.

Column4 — Total amount for the entire purchase.

Column5 — Amount the customer pays.

Column & — Balance owed.

Column 7 — Balance of deposit.

86

Ask trainees how long local
credit customers are usually
given to pay their bills. How is
this period determined and
enforced?

Ask trainees what is the effect
on a business of long credit
terms

Ask trainees how local
business people delegate the
granting of credit to their
employees.

Ask trainees to describe
credit recording systems they
have seen.

Do disputes arise because
customers deny that they ever
made certain purchases? How
can these be avoided?

Distribute Handout 7.1 and
draw the following exampie
on board explaining each

step.




NAME: MRS. SALIM

CREDIT LIMIT: $100

PAYMENT DATE: EACH MONTH

DEBTORS' RECORD

Date Particu;ars (or items) Price Total Paid BSI:’:ge Bgl:;\;;:f
$ c § c $ c $ c $ c.

19.1 0 00

20.1 | Groceries 1 50 1 00 50

26.1 10 00 9 50

18.2 | Groceries 15 00 4 50

23.2 4 50 0 00 0 00
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HANDOU
7.1

DEBTORS’ RECORD

NAME:
CREDIT LIMIT:
PAYMENT DATE:
Date Particulars (or items) Price Total Paid Balance Balance_ of
Owed Deposit
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SESSION 8: CREDITORS’ AND
EXPENSE RECORDS

Creditors’ Records

People who sell goods to a business on credit are called creditors. If
the business operator buys goods on credit he should keep a Creditor’s
Record to know how much is owed.

One page should be kept for each supplier and the date payment is
due should be noted. Every time a purchase is made from each supplier,
it should be entered on the page by date, invoice number and the total
amount due.

When payments are mrade they are also entered by date and cheque
or receipt numbers and the amounts paid.

In the balance column is the constant total of the amount owed,
adding the latest purchases. After payment is made the amount paid is
subtracted from the previous balance and a new balance figure shown.

This record, like the Debtors’ Record, has the advantage of being
continually up to date with every transaction. It is also very simple
and takes very little time to keep up to date.

Time: 1 Hour

Materials: Creditors and
Expense Records, Handout
8.1, 8.2 (Pages 91-92)

Ask trainees why a Creditors’
Records should be kept. What
may the creditors do if the
business has no record of
amounts owed?

Give the trainees handout 8.1.

Draw form on board and
explain its use.

What are the advantages of
this type of Creditors’
Record?

Work through the following
example on board.

NAME: Abdullah & Sons Ltd.

DATE PAYMENT DUE: 5th of the month

Particulars Total Total
Date Invoice or Cheque-Receipt No. Paid Purchased Balance
$ $ $
12/3/76 | Invoice No. 1256 25 00 25 00
31/3/76 | Receipt No. 76 25 00 00 00

Expense Record

The Expense Record is used to record the nature of all the expenses
related to the business so that each item can be itemised for the Profit
and Loss Statement.

Give the trainees more similar
examples until all of them
grasp the principles involved.
Ask trainees what the Expense
Record should be used for. Is it
needed? Why?

Give the trainees handout 8.2.
Give the trainees the following

example.
Total Trans-
Date Particulars Paid Supplies Rent Salaries Drawings port | Licenses
$ $ $ $ $ $ $

Dec. 1 | Meat-Azim &

Son 200 00 200 00
Dec. 2 | Trade Office 20 00 201 00
Dec. 3 | Self — Salary 50 00 50 00
Dec. 4 | Salim's Salary 40 00 40 00
Dec. 4 | Mustafa’s

Salary 40 00 40 00
Dec. 4 | Trader's

Supply Co. 60 00 60| 00
Dec. 4 | Mrs. Mohamed| 95 00 95{ 00
TOTAL EXPENSES 505 00 200 00 { 95100 | 80 00 50 00 | 60| 00
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The classification of expenses will depend on the type of business Give trainees additional

and the amount of detail required. examples, and work through

on board, ensuring that all
What classification might be useful to: trainees understand.

1) A Tailor? {Materials, wages, machinery,
repairs, rent etc. as above)

2) A Restaurant? (Food, wages, equipment, fuel,
cutlery, etc. rent atc. as above)

3) A Grain Miller? (Grain, fuel, machinery, repairs,
packaging, wages, rent etc. as
above)

Use other local examples as
appropriate.
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NAME:

CREDITOR’S RECORD

DATE PAYMENT DUE:

Date

Particulars
Invoice or Cheque-Receipt No.

Total
Paid

Total
Purchased

Balance
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EXPENSE RECORD

Date

Particulars

Total
Paid

Supplies

Rent

Salaries

Drawings

Trans-
port

License
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SESSION 9: BANKS AND BUSINESS

Business people complain that they never have enough money; why

should they want to put what little money they have into a bank?
What problems arise as a result of keeping more cash than is actually

needed for change and other day to day transactions?
Security — money can be stolen by thieves
Dishonesty - employees are tempted by large sums of money
Extravagance - the owner of the business may withdraw too much
money if the cash is ready to hand
What services do small business people need to help them with cash
management?

- A place where they can put the money they do not need imme-
diately, and where it is completely safe.

— In addition to complete security, they need to be able to put money
in, and take it out, with a minimum of inconvenience.

— Assistance with recording the movements of cash, particularly the
larger amounts.

— A way of paying large bills to avoid any actual cash changing hands
at all.

— A way of paying regular bills, such as rent or licenses, so that they
are not forgotten.

— A place where it may be possible to borrow money to tide the
business over for short periods, since most businesses need more
money at some time than at others, and will tend to have a surplus
at some times during the month and a need for more cash at others.
This sounds like a very impressive range of services, and would be

very expensive; banks are in business to make maney, like any other

enterprise, so what services do they provide, and how can they help
with these cash management probiems?

Why put cash in tive bank?

First it is important to be clear that money in itself is of no value;itis
worth keeping cash only because it will enable you to buy something in
the future. The possession of cash, in your pocket or a cash box, means
risk, temptation and the expense of storage or replacing the cloth that
the pocket is made of.

When money is used it starts to be useful; until then it is a nuisance,
but it is worth having some cash because you may need 1o use it very soon.

Cash management consists of having to hand the cash you will need
to use, and no more, before you have a chance to obtain some more.

Every business person, and individual, is likely to have found some
ways of ‘storing’ cash, and the various methods vary in terms of:

Security; Convenience of access; Other benefits

Gold ornaments are fairly secure, particularly if they are attached to
your daughtet’s ear, and they may increase {or decrease) in value if the
price of gold changes. It may not he very easy to withdraw the money
from this form of storage {particularly if your daughter wants to keep
her ear rings), and it provides no other services such as recording,
paying bills etc.

Hiding the cash is a common method, and a bad one. It is not secure.
There is no protection against inflation. There are no side benefits such
as the pleasure obtained from ornaments.

It is not readily accessble, since the owner usually has to conceal
the hiding place and cannot take money out or put it in whenever he
wishes.

Banks are the modern way of storing surplus cash, and they provide
many services. How do they do this?

How does a bank operate?

At the same time as some people, or businesses, have a temporary
surplus of cash, and want to store it safely and conveniently, other
people, or businesses, need more cash than they have, and want to
borrow money.
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I Time: 2 Hours

Materials: Samples of
local banking documents

seen on the course store their
money. Is it secure from theft
or dishonesty of staff? Do
owners withdraw too much?

Ask trainees to suggest how
businesses might be helped to
manage their casi.

Discuss with trainees how the
businesses which they have

Ask train2es how much cash
they have in their pockets right
now. What use is that money to
them, at this moment?

Ask trainees how business
people often store their surplus
cash. (Under the bed, in a hole
in the ground, in the form of
gold ornaments}.

Discuss other ways of ‘storing’
money that are used locally.
(Buying cattle, loans to family
and friends, stocks of food or
other goods). Identify advantages
and disadvantages of each.




All economic activity is really based on the fact that some people
have more of something than they need, and others have less; businesses,
markets, and so on have grown up so that surpiuses can be exchanged
and averyone can get what he or she needs.

Farmers have maore coffee, tea, rice or maize than they want to eat,
so they exchange the surplus using money as a medium of exchange,
ior clothes, tools, meat or other things they do not produce. They do
this through traders, since it would be very inconvenient for every
farmer to have to seek out for himself all the people who actually
wanted to consume his surplus.

In the same way, banks are in business to collect together all the
small surpluses of cash that many people have at any time, and to lend
it out to other peaple, or businesses, that need more. Because the timing
of surpluses and shortages differs from one person and business to
another, the bank can maintain a balance.

People who need more money than they have are willing to pay
for the use of it; they have to pay /interest.

The bank is, therefore, able to repay some of this interest to the
people who have stored their surplus of cash with the bank; the bank
pays peaple in various ways:

It pays people interest

It provices se-.ivas such as records, and means of paying bills

It provio=s comp.ate security

All these things cost the bank money, but the bank can still make a
profit because of the interest paid by borrowers.

What services do banks provide to depositors, or people who store
their surplus of cash there?

Consider firsi the businessman who is making a reasonable regular
profit, and wishes to save some of this so that he can buy a new
machine, or a new building or some similar large item. How does a
bank help him?

The bank operates savings accounts.

A savings bank holder can deposit cash at any time, in person or by
mail. He is paid interest, he can withdraw reasonable sums at any time
and the whole amount at a few days notice, and the money is secure.
He also has a record of what he has in the account, his pass book.

This is really a cash book, similar to that used by the business man
in his own business, but recording the payments, withdrawals, interest
and balance of his account with the bank.

Now consider a business person who wants rather more; he needs to
pay some bills without having to hand over cash; what can the bank do
for him?

The bank operates current accounts.

A current account holder has a cheque book. This enables him to
pay bills without cash, since his cheque, if he is honest and has money
in the bank, is as good as money, and can in turn be paid into his sup-
plier's account at the bank, or turned into cash. Banks will only give
current accounts to people they know and trust, because the bank does
not want its cheques to be dishonoured.

A business person with a current account can also ask the bank to
make regular payments on his behalf, to save the trouble of remembering
them. This is done by a standing order.

Now consider a business person who needs more money than he has,
for a short period. How can the bank help him?

The bank operates overdrafts, whereby a current account holder can
borrow money and write cheques for more than he has deposited.

The account holder has to pay /nterest on ar overdraft, and the bank
will not grant an overdraft to anyone who is not very welf known and
trusted. The best way to become eligible for an overdraft is to be a
regular account holder of the bank for a period of years.

Banks run no risk wher. they operate a savings account, because the
money is only paid out on sight of the pass book.

Banks run some risk when they operate a current account because
even though they will not pay out money on a cheque unless there is
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Refer to session 2 ‘What is a
business?’

Ask trainees about private
transactions between people
with a surplus and those with a
deficit. What types of problems
arise with inter-family and
otner loans?

Find out and discuss the rates
of interest paid on savings
accounts and charged to
borrowers. Discuss the bank'’s
cost of services, staff, branches,
security and stationery, etc.

Ask trainees what problems
arise when business people need
to save their profits in this way.

Distribute sample pages from a
bank passbook, and pass round
an actual book. Ask a trainee
to explain how he uses his
savings account.

Go through the entries on the
sample page, and ensure that
trainees understand what they
mean.

Distribute sample cheques and
pass round an actual cheque
book.

Ask trainees to explain how
they or people known to them
use their current accounts.
Explain what happens when a
cheque ‘bounces’.

Ask trainees for examples of
suitable standing order
payments.

Discuss the rate of interest
charged locally, and show the
cost of borrowing money.




enough in the account, the bank suffers when its cheques are dishonoured.

Banks run a large risk when they operate an overdraft, because the
account holder is borrowing money, and even if he has lodged some
security such as title deeds which the bank can sell if he does not repay,
this is expensive and bad for the ‘image’ of the bank.

Business people therefore usually have to start with a savings bank
account, progress to a current account and then, if they need it and
have shown themselves to be competent and honest managers of their
accounts, they may be granted an overdraft.

Bank records

Business people have difficulty in keeping records. The savings bank

pass book, and the cheque book stubs, are a form of record.

The current account statement is a very detailed story of what has
happened to the account, and can be a very useful aid to financial
management.

The business person must go through his statement when it is
received, comparing it with the cheque book stubs and the record of
money paid in, this will ensure that:

— Any errors made by the bank are picked up right away.

— Any cheque which the account holder has paid out but which has
not been presented to the bank by the people to whom they were
given are identified. They may have been lost, or delayed, but the
account holder must be prepared for them to be presented later.
Banks provide an invaluble service and by operating a bank account

a business person will learn to be a better manager of his own affairs.

Eventually a bank, and its local manager, can become an informal

assistant to a business; the bank gains from its customer’s prosperity

and is thus willing to help with all these services and with advice,
contacts and so on.
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Explain the system of
colliateral or security.

Give examples from personal
experience of this type of
progress

Go through a sample set of
cheque book stubs, paying in
counterfoils and a statement.
Ask trainees to identify items
on the statement that are not
in the cheque book or paying in
book — standing orders, old
cheques presented after some
delay, charges (if made locally},
cost of cheque book, etc.




SESSION 10: EXERCISES IN
SIMPLE RECORDS

it is worth devoting a whole day to ensuring that all trainees are fully
able to set up and maintain the simple records covered in Sessions 6 to
9, and to make use of a bank account. The information obtained from
these records is vital for accurate completion of the First Consulting
Form, and trainees must be completely confident with these techniques
in order to he able to ‘sell’ and explain them to their 2ventual clients.

It is not enough for trainees to be able to carry out the necessary
steps once, at their own pace. They should be given several exercises,
each stressing different points and as the day proceeds the time pressure
should be increased.

The exercises that are provided are merely a sample set of what
should be done; like all the exercises in this course, they should be
‘localised’ with the correct currencies, names, products and so on,
and additional exercises should be constructed to satisfy particular
training needs.

A. The Cash Boaok
Many business people keep some sort of record of their cash, but are
unable to make any practical use of it; all they are doing is to waste
their time and to delude themselves that they are in scme way con-
trolling their business simply because they are filling a note book with
figures which are meaningless.

The trainees must learn the routine of keeping cash records, but
they must also reai;se that the records are kept to be used:
1) To help control the actual cash, and avoid irregular or illegal use
of it.
2} To measure the performance of a business by finding out what
volume of sales is being achieved.

Exercise 1: Mustafa‘s Shop
This exercise is a very simple example of the type of information
from which business people have to produce a cash record. The trainees
should be given whatever time they need to complete the exercise, and
the instructor shouid stress the following points when going through
the caiculations on the board:
1) The need for accuracy; trainees must learn to do simple calcuiations,
quickly and accurately. Speed is less important than accuracy, but an
effective consultant must have both.
2) The need for reguiar recording of the amount of cash in hand at
the beginning and end of each day.
3) The need for regular recording of all amounts spent or withdrawn
from the cash box for any reason; this includes purchases of goods and
the owner’s own withdrawals.
4) The importance of security; the cash must be secure as well as
accessible to the owner during business hours, and the balance must be
in a safe place during the night and other times when the business is
closed. The value of a bank account can be mentioned here.
5) The use of simple techniques and devices to ensure that records
are not mislaid or forgotten (a spike to hold receipts and other notes
of sums paid out, a cash note book kept in the cash box itself so that
it is always available and the owner is reminded of it whenever he opens
the box]).

Different versions of this exercise should be prepared as required,
and trainees should be practised in the preparation of a cash book
until they are all familiar with it.

Exercise 2: Juma’'s General Shop

This exercise brings together the results of a whole month, and is
mainly designed to reinforce the lesson of Exercise 1. Trainees may
need up to half an hour for this, and the following points should be
stressed by the instructor when working through the exercise:
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Materials: Exercises 1-7
(Hancouts 10.1-10.7)
(Pages 100-107)




1) The need to calculate the daily sales at the end of each day in order
to have proper control.

2) The importance of recording the value of goods that are withdrawn
by the owner, as well as cash.

3) The need to record the purpose, as well as the amount, of each
withdrawal.

Exercise 3: Habib and his Cash
This exercise introduces the security aspect of cash recording, and
requires the trainees to use some judgement when assessing the likeli-
hood that Salim has been stealing, by analysing the variations in each
days takings as shown by the figures.

The figures are also more difficult to add and subtract than those in
the earlier exercises, since trainees must learn to work with real-life
figures which are rarely neat and rounded off like those in many
exercises.

The trainees may need more than half an hour for this exercise and
when running through the calculations and assessment of results the
instructor should stress:

1) That cash records, or any other sort of records, are not a complete
protection against « shonesty. They cen only make it harder for a thief,
but the only real protection is to employ honest staff, or for the owner
to contro! the cash himsalf.

2) The dangers of employing relatives in business.

3) The dangers of pari-time management, and the possible advantages
of shared ownership if the original owner cannot properly supervise the
business. 'f employees share in the profits, they will not be so ready
to reduce the profits by theft. :
4) The importance of clear regular records, calculated daily.

B. Debtors’ Records

There are very few businesses which sell goods on credit and keep no
record of the details. Even if the business person is illiterate he or she
usually asks the customer to write down the amount of credit given,
The difficulty is more often that the information is kept in a dis-
organised way, that records are frequently lost and that it is difficult
to reckon up the amount owed when customers wish to pay or should
be prevented from taking more credit.

The actual mechanics of keeping debtors’ records are even easier
than the cash records. All that is necessary is a clear layout and cal-
culation of the balance after each transaction rather than at the end of
a day, month or longer period.

Exercise 4: Abdullah’s Debt

This is a very simple exercise in calculating the balance outstanding on

a customer’s account. The trainees shouid be given up to ten minutes

to make the calculations, and further similar exercises should be con-

structed if necessary to ersure that all trainees can do what is necessary.
When going through the calculations the instructor should stress:

1) The need for accuracy, since a mistake in the calculations will be

unfair to both sides, and, even if the customer points it out in time, an

element of mistrust will remain. Generally, customers are less willing

to point out mistakes which benefit the business rather than those in

their own favour, this means that the business owner will be the loser,

2) The importance of regular calculations of balances owing, after each

transaction.

3) The importance of credit limits for individual customers.

4) The advantages of deposits which mean that for a time the business

owes the customer money.

t_xercise 5: Peter and his Credit Customers

This exercise introduces the complication of severa! customers’ records
being mixed together. It provides another opportunity to practise fast
accurate calculations, including the categorisation of a number of items.
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This is valuable for categorising and summarising expenses from a long
list of payments as well as for sorting out records of credit sales.

The trainees may need well over half an hour for this exercise. The
instructor should stress the following points when going through the
accounts of each customer:

1) The importance of separate records for each customer.

2) The advantage of having the figure of each customer’s balance
always ready, in case of a request for further credit or of unexpected
ability to pay the account.

C. Creditor's Records and Expenses
it may not be necessary to have an exercise in recording amounts
owed by the business to its suppliers, since the method is exactly the
same as that for recording amounts owed to the business by its
customers.

There is however some value in further repetition and growing
successful businesses are likely to obtain credit and to run the risk of
losing track of what they owe.

Exercise 6: How Much Do | Owe Haji?
Trainees should be given about ten minutes for this exercise, and they
must be sure to lay out their answers in the proper way with columns
for the description and amounts of credit given, the amounts paid and
the batance owing to or owed by the supplier.

The instructor should stress the following points:
1} The need to know how much is owed to the suppliers in order to
make sure that the right amounts are paid.
2) The need to keep track of what is owed in order to ensure that the
total does not exceed the capacity of the business to pay.

The proper recording and classification of expenses is essential for
knowing what profit or loss has been made by a business.

The categories selected will depend on the type of business and the
degree of detail that is needed. The exercise is, as they all are, merely
a model for local adaptation.

Exercise 7: Ali's Expenses
Trainees should be given up to half an hour for this exercise. It is a
further opportunity to practice fast accurate calculations, but judge-
ment is also needed in allocating the expenses to the various
classifications.

The instructor should stress the following points when going through
the exercise:
1) The importance of recording all expenses.
2) The reed to classify expenses.
3) The various ways in which expenses may be classified, depending on
the type of business and needs of the owner.
4) The importance of separating personal from business money, and of
recording all transactions between the two types even when the
manager and the business cwner are the same person.

D. Operating a Bank Account -
No exercises have been provided for this section, because the trainees
must become familiar with local banking procedures, from layouts and
so on. The instructor should construct exercises, possibly with the help
of local bank staff, to cover the following topics:
1) How to write a cheque.
2) How to pay money in to a bank account.
3) How to understand a savings account pass book. :
4) How to reconcile the cheque book stubs with the bank statement.
5) How to understand the bank statement.
6) How to open a deposit account.
7) How to open a current account.

Since the trainees should be paid by cheque, if at all possible, they
will all be interested in learning about using a bank account for their
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own purposes. They should become familiar with the necessary forms,
and they should be able to identify errors in cheques, pass books and
statements. The instructor should provide many examples, using
wherever possible actual ‘dummy’ cheques, statements and so on from
the bank(s) which trainees’ client businesses may be expected to use.
Trainees should not merely observe these examples but gain experience
of their practical use. Up to half a full day should be allocated to
familiarisation with bank procedures. If time allows, it may be possible
to invite a bank official to lead part of the session so long as he is
properly briefed and daes not try to ‘sell’ the bank at the expense of
helping the trainees learn what is involved in using the services of a
bank.
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EXERCISE 1: MUSTAFA'’S SHOP

Mustafa always made a note of the amount of money he had in the cash box at the end of each days business. He
used to take the bo