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...Is the proportion of the global population (approximately 4 billion people) who
live on less than S2 per day.

The set of policies, institutions, regulations, support services, social norms and
other conditions that collectively improve or create a general business setting
where enterprise and business activities can start, develop and thrive.

.. is a term coined to describe the logic behind a business - what will you offer that
others don’t, who will pay for the product or service and how will you ensure that
income is greater than costs?

..Is a term used to describe the money or other assets owned by a person or
organisation or available for a purpose such as starting a company.

.. maps the movement and timings of cash in and out of the Enterprise .

...is about understanding your business’ impact on the wider world and considering
how you can use this impact in a positive way.

Funds to be repaid (in an agreed time frame) plus an interest on the principle

amount. Debt finance can be issued in many forms, for example,

* Micro loans to individuals or small scale businesses enabling capital
investment or supporting cash flow.

 Trade finance essentially providing working capital to a business.

* Term loans are essentially time bound lending instruments that facilitate
capital investment that will improve financial returns and be paid back over
or at the end of that period.

..iIs a summary of your enterprise (or other idea) made in a convincing and
memorable way in 30 seconds.

...Is an undertaking towards making a surplus or profit; especially one of some
complication and risk.

.. any initiative or project that engages actively in the market through a
commercial business entity (whether privately, publicly or group owned).

...represents a long-term commitment to support the business through an
ownership interest or stake in the business. E.g. purchase of shares in a business to
help it make the initial investment to become established or to grow.

..payments made by an enterprise in return for goods and services received.

Often necessary to establish or build the capacity of fledging enterprises which are
usually non-repayable gifts.

...refers to investments made to achieve clear social and/or environmental impact
and a (often below market) financial return on investment.

...Is a subset of business that seeks to integrate the poor either in value chains or
to supply services/customers.

Revenue received by an Enterprise in return for the provision of goods and services.

..iIs where a buyer and seller meet (physically or remotely, e.g. internet) to
exchange a good or service.

...are long-term loans or equity with typically low or no interest, suitable for
projects predicting significant social or environmental impact over the long term.
Patient capital investors have a higher risk appetite and are generally willing to
forgo financial returns for long-term social & environmental impact.

1These items are in reference to CAFOD’S enterprise development work
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.. the length of time it takes for the profit of an Enterprise to match the initial
investment made in the Enterprise.

..1s the difference between income earned and expenditure incurred related to the
goods and services sold during a period.

Broad term that describes capital that has no expectation of any financial return.
It can, therefore, be used strategically in ways that can enable financial structures
to be created (e.g. first-loss tranches- where the Philanthropist agrees to protect
other investors from any initial loss) or to leverage in other funds (e.g. using
financial guarantees- providing reassurance to other lenders).

Philanthropic capital and patient capital are often used interchangeably.

Resilience thinking is about understanding and engaging with a changing world.
By understanding how and why the system as a whole is changing, we are better
placed to build capacity to work with change.

There is no one, universally accepted definition. But generally these are formal
enterprises defined by number of employees, size of investment or turnover. In
many countries, “small” businesses are most frequently defined as having fewer
than 50 employees and micro-firms fewer than ten — or in some countries five -

employees.
..templates to display financial data related to the enterprise.

..are “businesses with primarily social objectives whose surpluses are principally
reinvested for that purpose in the business or in the community, rather than being
driven by the need to maximise profit for shareholders and owners.”

...is the provision and use of capital to generate social as well as financial returns.
Social investors weigh the social and financial returns they expect from an
investment in different ways. They will often accept lower financial returns in order
to generate greater social impact.

.. is empathy and compassion to help others in time of need. In Latin America it is
described as the “tenderness of people to help each other”

| .. is a new or fledging enterprise .

... iIs supporting those at and towards the bottom of the value chain to assume their

rightful role and to benefit fairly from the goods and services they produce.
| ... is about ensuring the durability of that resilience.

.. the various stages involved in developing a product or service from raw
materials to end-user. A value chain is very similar to a supply chain but places the
emphasis on understanding the ‘value added’ by each link in the chain.

.. is high-engagement grant-making, which can be summarised as “grants plus
business acumen advice”. Venture philanthropy takes concepts and techniques
from venture capital finance and high technology business management to apply
them to achieving philanthropic goals through innovative grant-making. It is more

hands- on than philanthropic capital and more demanding than ‘patient capital’.

Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development
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Introduction

AIMS OF THE DOCUMENT

CAFOD has been working with partners on livelihoods projects for many years.
Enterprise Development (ED) forms an important and increasingly significant
element of many of these projects. For the purposes of this guide we define ED as
any initiative or project that engages actively in the market through a commercial
business entity (whether privately, publicly or group-owned).

support and guidance to help them assist partners in this aspect of their work. It

also seeks to facilitate greater consistency of approach across CAFOD supported .

ED initiatives. It is meant to support conversations between programme staff and EDisa

partners to improve the program quality and design of proposed interventions. growing areaq

USING THIS GUIDE of our work.

Section 1 provides the context of the CAFOD approach to ED, its foundations in T he pa rtners
Catholic Social Teaching (CST) and contribution to a Just One World (J1W). This are leoding
section also provides a framework to guide ED within CAFOD. CAFOD

Section 2 presents a rapid ED assessment tool to help you navigate this report. , ,

Thisguide respondstoanumberofrequestsfrom CAFOD Programme Officers seeking ‘ ‘

Section 3 provides practical guidance to CAFOD Programme Officers to help

them support partners engaged in ED work. This section forms the core of the CAFOD Zimbabwe
document and is divided into 3 broad areas which all CAFOD ED projects need to

consider at design stage: Strong developmental impact, strong commercial

proposition and a well-designed intervention.

Each of these areas is further divided into subsections that include:
Key Questions to guide the understanding and assessment of the ED initiative.

(G) Indicates questions relating to Gender, or the need to consider the
most marginalised.

A Red Flag that warns CAFOD Programme staff of weak or unacceptable ED
practice that might require the revision of the initiative’s design.

Foundational
A ‘Foundational’ standard for CAFOD ED work

Good Practice and ‘Good practice ’ and ‘Best Practice ’ in this
challenging area.

Best Practice

Tools for CAFOD staff and partners to consider for making more robust ED
initiatives. These are presented in a separate Annex to this Guide.

Section 4 presents a series of Frequently asked questions, lists references and
other materials.
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Section 1:

CST, CAFOD and Enterprise Development

CST AND ENTERPRISE

According to Catholic Social Teaching (CST), there is a strong relationship between
an economic enterprise or livelihood and the concept of a vocation (or calling),
which God holds out for each person.?

CST sees an economic enterprise as a participation in God’s creation with both
material and social benefits.

Within CST, however, there is the recognition that economic activities must operate
within a certain broader moral framework: honesty and accountability, respect of
human dignity, fairness, and a vision of integral and authentic development that
goes beyond mere material profits.

Enterprises based on these principles are beneficial within a CST understanding

because they:

*  Promote an economy of inclusion and participation;

e Seektorebalance power in the global economy;

* Enhance social values such as solidarity and subsidiarity, hence enriching the
social fabric.

CAFOD AND ENTERPRISE DEVELOPMENT
Just One World Aim 2.1 is key to CAFOD’s Enterprise Development (ED) work:

"More women and men, in programmes supported by us, will be able
to make a decent living, to access fair markets and meet the needs of
themselves and their families in ways that are sustainable”

CAFOD’s ED work is contained under the ‘Livelihoods’ portfolio. This area of work
is being considered increasingly relevant across CAFOD’s developmental and
humanitarian work.

CAFOD’s livelihoods work is governed by principles of resilience and sustainability.
Resilience thinking is about understanding and engaging with a changing world.
By understanding how and why the system as a whole is changing, we are better
placed to build capacity to work with change. Sustainability is about ensuring the
durability of that resilience. Consisting of three pillars, sustainable development
seeks to achieve, in a balanced manner, economic benefits, social well-being and
environmental protection. Our approach to enterprise development is firmly rooted
in these three pillars of sustainability and one should not trump the other. In other
words, even though an enterprise development project may focus on the economic
aspect of sustainability it should not undermine social or ecological factors.

CAFOD also recognises the need to move ‘beyond aid’ and to build on the potential of
local economies to support poor people to move beyond survival to a situation where
they can thrive. Addressing the causes and symptoms of poverty requires a two-
pronged approach focusing not only on programming responses but also advocacy and
policy. ED has a crucial role to play in both these aspects of CAFOD’s work.

2This is a part if a longer think piece developed by our theology department. Please contact us
if you want further information.

CAFOD
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For us, any
notion of
development
that is limited
solely to
economic growth
or that sidelines
the social, moral
and spiritual
dimension of
human beings
lacks actual
‘authenticity’.

Augusto Zampini
Theological Review 2014
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Our commitment to standing alongside the poorest and most disadvantaged
communities, and supporting them to challenge the root causes of poverty and
injustice is critical to achieving this vision.

Through our partnership approach, (working with those closest to communities
including community-based organisations, social movements and local NGOs, both
secular and faith based) CAFOD is able to accompany and provide long-term support
for the communities we work with. This is essential for enterprise development
projects since they often take a longer period of time to bear fruit.

Based on CAFOD’s values and developmental approach we can begin to define a set
of principles that help to frame CAFOD’s ED work. These principals have implications
for the way we do ED. The principles, related values and implications for CAFOD’s ED
work are captured in Table 1.

PRACTICAL IMPLICATIONS FOR CAFOD ED WORK

CAFOD is committed to work with the poorest and most disadvantaged communities
who will engage with enterprises in many ways, e.g. as workers, suppliers (including
producers) and customers. Enterprises inevitably come in many shapes and sizes.
This guide does not prescribe one over another but it does strongly suggest that
‘HOW’ an enterprise conducts its business is crucial to its fit with CST and CAFOD’s
Mission, Vision and Values, e.g. whether the business is inclusive, whether suppliers
are paid a ‘fair amount and how the environment is impacted.

This guide is aimed at improving the ED practice supported by CAFOD and its
partners. By its nature it strives to help enterprises become independent and
viable businesses.

Whilst thereis arisk that this will deter CAFOD from working with weaker enterprises
this is not the intention. The challenge for CAFOD is often helping enterprises that
are weak but with strong social impact potential to take the first steps towards
independence. In doing so CAFOD is likely to occupy a niche in the ED space. Indeed
it may be that CAFOD begins to see its role as supporting ‘early stage’ enterprises
and helping them graduate to other partners as they become more established.

8 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development CAFOD
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Table 1: CAFOD Principles and ED Implications

CAFOD Principles

Common Good

Solidarity and
Inclusion

Sustainability

Dignity

Reciprocity

Address causes of
poverty not just
symptoms

Subsidiarity/ Plurality

ED Implications

GOAL BEYOND PROFIT: The enterprises we support should reflect the multi-
dimensional nature of poverty. Whilst the emphasis may be on economic
empowerment our work should be aware of and consider social and environmental
aspects using both process and impact indicators.

FOCUS ON THE MOST MARGINALISED: Our ED work should seek to improve
the lives of the most marginalised. This might be directly or indirectly. Target
individuals or groups should be involved in the design of businesses.

RESILIENCE: We should assess the impact of our ED work across the 3 pillars of
sustainability (social, economic, environmental) and ensure that we contribute
positively across these areas. Short-term gain should not be achieved at the
expense of greater vulnerability.

CAFOD ED should seek to create ENTERPRISES THAT ARE VIABLE AND
INDEPENDENT of external support. The enterprises we support need to be
commercially sustainable. There are dangers in encouraging reliance on grants
and external actors that could lead to dependency, distortion of local markets and
undermine the livelihoods of others in the community.

CAFOD ED should encourage TRANSPARENCY AND ACCOUNTABILITY. CAFOD
should prioritise business models which seek to improve access to basic
information for marginalised people and create a mechanism where they can
have ‘voice’ in the enterprise.

CAFOD ED should seek to understand and, where possible, affect the structural
or systemic barriers to change. This will demand a broader understanding of the
policies and processes that affect a business and the enabling environment in
which a business sits. It is also likely to involve a policy element.

CAFOD ED should focus on where CAFOD can demonstrate a COMPARATIVE
ADVANTAGE (not replacing market players). CAFOD should also ensure that

ED initiatives work through partners and collaborate effectively with other
stakeholders. Where possible CAFOD ED should seek to empower poor people to
have a ‘voice’ in the business.

CAFO®D Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 9
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Section 2:
Rapid Enterprise Development (ED) Assessment Tool

To help you navigate these guidelines the following ‘Rapid Assessment Tool’ has been developed to encourage
and orient an initial conversation between CAFOD staff and partners. This is the starting point of the process and
will help you to identify the strengths and weaknesses of your ED initiative. Through using this tool, staff will be
able to identify areas of work within the ED proposal / project which need improvement. The assessment results
will point the user to the section of the guide for further information and will highlight specific tools that could
be used to improve weaker elements.

[Note: below is an example of the tool. The actual tool can be found in the accompanying excel spreadsheet.]

Enterprise Development Rapid Self-Assessment Tool

Enterprise Development (ED) is a complex area of CAFOD’s work. There are a huge variety of enterprises that we could potentially
work with, each operating within a unique context. The CAFOD guide to Enterprise Development has been developed to

provide practical guidance for CAFOD staff to help them engage with partners and improve the consistency of ED work across
programmes. The below rapid assessment tool is the first step in the process and has been designed to help you, the reader,
navigate these guidelines.

The 4-step (in orange boxes) rapid assessment tool will help you analyse the ED initiative or proposal against 9 different areas.
These 9 areas are critical to the success of any ED project. At the end of the assessment, a score will be generated which will

help you to identify the strengths and weaknesses of the ED initiative or proposal. For areas that need to be strengthened, the
assessment will then point you to the appropriate section of the guide and to tools that can be used to further develop the initiative.

Instructions:

Step 1: To help assess the strength of your ED initiative, discuss the statements in the green column below with your
partners and assess the ED initiative’s ‘fit’ with each. Allocate a score (only 0, 1, 4 or 5) for each statement based
on the following simple scoring system. [note 1: each of these statements is based on the key elements necessary
for a successful ED initiative and has a corresponding section within the guide with further information] [note 2:
don’t worry about the blue column at this stage - this column is used in step 3]

Explanation Score
The ED initiative is totally in accordance with the statement 5
Close to 5, but not quite there 4
Close to 0, but not that poor 1
This is not in place, or is not true, or does not happen 0
Enterprise e.g. Agricultural Supply Co.
name:

Key elements of succesful ED Initiatives Tools that you can use with partners
to improve the ED initiative and
overall programme quality

Marginalised Are Targeted
Statement of best practice Your score

1.1 | The ED initiative clearly targets the most 5 Tool

marginalised and the impact on them is clear OO
1.2 | Potential unintended consequences are 4 Tool 1: Stakeholder Analysis

articulated clearly

Tool 2: CAFOD gender checklist

1.3 | Practical gender benefits and strategic 4

gender interests are distinguished

Total score (highest possible score = 15) 13

10 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development CAFOD
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Key elements of succesful ED Initiatives

Livelihoods Enhanced

Tools that you can use with partners
to improve the ED initiative and
overall programme quality

Statement of best practice Your
score
2.1 | Economic assets are enhanced. Social and 5
environmental assets are not negatively affected
2.2 | The venture reduces the vulnerability of the target 4
population to stress and shock and considers
gender impacts
2.3 | Loans provided do not have negative impacts 1
trapping people into unmanageable levels of debt
Total score (highest possible score = 15) 10
The Market
Statement of best practice Your
score
3.1 | Thereis a clear and identified demand for the product 5
and service and customer/buyer needs are understood
3.2 | The Enterprise is differentiated from identified 1
competitors
3.3 | The enterprise encourages women's participation in 1
and ownership of market based activities
Total score (highest possible score = 15) 7
Enterprise Foundations
Statement of best practice Your
score
4.1 | The Entrepreneurs/Manager can demonstrate the 4
skills necessary to run a business
4.2 | The inputs that the business needs can be reliably 4
sourced
4.3 | The enterprise can demonstrate a clear objectives 4
Total score (highest possible score = 15) 12
Enabling Environment
Statement of best practice Your
score
5.1 | The enterprise has clearly assessed the enabling 4
environment through a context analyis
5.2 | Linkages are made to address specific market 0
constraints through policy and advocacy work
5.3 | The programme addresses specific market failures 4
in its strategy
Total score (highest possible score = 15) 8

CAFO®D Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 11

Justone world

Tools

Tool 3: Brainstorming ED Impacts
on Assets

Tool 4: Building resilience into
enterprise development design

Tools

Tool 5: Competitor Analysis
Tool 6: SWOT and PESTLER

Tool 7: Mapping the Market
(Value Chain)

Tools

Tool 7: Mapping the Market (Inputs)
Tool 8: Who is an Entrepreneur?

Tool 9: Group Maturity Index
(GMI) Tool

Tools

Tool 6: PESTLER
Tool 7: Mapping the Market

Tool 10: Analysing the Business
Environment




Key elements of succesful ED Initiatives

Risks and Assumptions

Statement of best practice Your
score
6.1 | Risks to the enterprise are assessed for impact and 4
likelihood, and these are ranked and prioritised
6.2 | There are clear strategies to reduce likelihood of risks 0
occurring (environmental, social and ecological)
6.3 | Strategies have been identified to mitigate the impact 4
of risks should the event occur
Total score (highest possible score = 15) 8
Business Plan
Statement of best practice Your
score
7.1 | Thereis a clear document summarising how the 4
business will be managed, when it will be viable and
independent
7.2 | Costs, revenues and cash flows are understood 4
7.3 | The assumptions underpinning the plan are clearly 1
stated and realistic
Total score (highest possible score = 15) 9
Project Design
Statement of best practice Your
score
8.1 | The proposed support for the enterprise reflects 4
capacity and maturity
8.2 | The target groups have been involved in the 4
development of the project
8.3 | No entities are better placed to offer support to 0
the enterprise
Total score (highest possible score = 15) 8
Monitoring and Learning
Statement of best practice Your
score
9.1 | Thereis a clear plan to monitor performance of 4
the Enterprise (small number of useful indicators
monitored regularly)
9.2 | The Enterprises’ influence on the market or system 0
wide factors is monitored
9.3 | Desired long term gender outcomes are reflected in 1
the MEL plan
Total score (highest possible score = 15) 5
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Tools that you can use with partners
to improve the ED initiative and
overall programme quality

=
=

Tools

Tool 11: Simple risk assessment
matrix

Tools

Tool 12: Basic Business Plan Template

Tool 13: Detailed Business Plan

Tool 14: Sensitivity Analysis

Tools

Tool 9: Group Maturity Index

Tools

Tool 15: Enterprise Development
Impact Indicators
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Step 2:  Asssess the overall score of the ED initiative.

Explanation Your Score Weak Medium Strong
1. Marginalized Are Targeted 13 0-6 7-11 12-15
2. Livelihoods Enhanced 10 0-6 7-11 12-15
3. The Market 7 0-6 7-11 12-15
4. Enerprise Foundations 12 0-6 7-11 12-15
5. Enabling environment 8 0-6 7-11 12-15
6. Risks and assumptions 8 0-6 7-11 12-15
7. Business plan 9 0-6 7-11 12-15
8. Project Design 8 0-6 7-11 12-15
9. Monitoring and Learning 5 0-6 7-11 12-15
Total score 80 0-54 55-99 100-135

If your score is less than 54:

Work to be done! The ED proposition is not strong and likely to fail. The ED initiative should not be supported until
changes are made to the proposition. ED weakness of this scale might suggest that partners capacity in this area would
benefit from some support.

If your score is between 55-99:

Not bad! There is clearly some good ED practice in place, but still plenty of room for improvement. Low scoring sections
(See step 3) require immediate attention from managers.

If your score is over 100:

Well done! The ED proposition is strong. But do also consider the nine assessments in each section: effective enterprise
development requires strength in all nine areas. Use this opportunity to make improvements and further improve the ED
proposition's chances of success (See step 3).

Step 3:  Analyse results against each of the 9 key elements. Where your score is 'weak' or 'medium' for any of the 9 areas you
can turn to the section in the guide to increase your understanding of the issue. You can also use the tools provided in
the blue column to improve the strength ED proposition.

Step 4: The Spider’s Web graph of ED strength provides a simple visual interpretation to aid discussions and monitor progress.
[This will be created automatically if you use the accompanying spreadsheet to assess your ED Initiative]

Enterprise Rapid Assessment

Marginalised
Are Targeted
1

Livelihoods
Enhanced

Project
Design The Market ====e g. Agricultural

Supply Co.

Enterprise

Business Plan Foundations

Risks and Enabling
assumptions environment
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Section 3:
Facilitating Successful ED Interventions

The following section provides guidance to CAFOD Programme Officers on the
9 elements that contribute to successful ED initiatives. For an ED initiative or
programme to be successful each of these elements should be present. These can
be divided into three themes:

A STRONG DEVELOPMENTAL PROPOSITION

3.1 The poorest and most disadvantaged communities are targeted;

3.2 Livelihoods (e.g. economic, social and environmental assets plus resilience)
are enhanced.

A STRONG COMMERCIAL PROPOSITION

3.3 The market is understood and demand strong;

3.4 The foundations of the business are strong;

3.5 The enabling environment is understood and key risks and challenges managed;
3.6 Risk and assumptions are understood and managed,

3.7 There is a clear ‘plan’ on how the enterprise will be run.

A STRONG AND INTEGRATED INTERVENTION

3.8 The project design is strong;

3.9 Progress is monitored and contributes to wider understanding of
programmatic learning.

CAFOD Programme Officers need to be aware of these different elements when
reviewing and assessing partner ED initiatives. They will be relevant for all
Enterprises but might require adaptation to reflect the type of enterprise and its
stage in development.
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3.1. THE POOREST AND MOST DISADVANTAGED COMMUNITIES ARE TARGETED

2

o Key questions to ask:

e Does the ED clearly target (directly or indirectly) the most marginalised?
* Isthe link between the enterprise and the most marginalised clear

and robust?
* Are unintended consequences considered?

(G) Are ‘benefits’ disaggregated by gender?
(G) Does the proposal distinguish between practical gender needs and
strategic gender interests?

WHY?

CAFOD is committed to work with partners who serve the poorest and most
disadvantaged communities. The principle of SOLIDARITY demonstrates a desire
to serve the broadest community and ensure that CAFOD programmes reduce
rather than accentuate inequality and do not inadvertently harm others. At the
heart of this commitment is working with the poorest and most disadvantaged
communities- prioritising women - and seeking ways in which this target group can
exert greater influence on the world around them.

HOW?

CAFOD should reconsider supporting an ED initiative unless it is able to articulate
how the poorest and most disadvantaged communities will benefit from the
proposed initiative (either directly or indirectly). As a minimum, they should be able
to articulate that women and other marginalised groups (e.g. ethnic minorities,
people with disabilities, indigenous communities, and elderly) will not be negatively
affected by the initiative. Good social analysis in the design phase is key to achieve
this outcome (Case 1).

Although we do have a commitment to work with poorest, this does not mean that
CAFOD will work exclusively with these groups. Given the challenges of explicitly
targeting the poorest in an enterprise development initiative, programme staff
may encourage partners to have a mixed group of participants where the most
vulnerable benefit as well. If this route is followed, it would be especially important
to do a power analysis and to be aware of power dynamics and how the poorest
benefit or not through these relationships.

Poor people engage with enterprises in a number of ways, e.g. as workers,
suppliers, customers and neighbours. They might also relate to the enterprise one-
link removed from the focus enterprise, e.g. workers of suppliers. In this case the
extension of core labour standards and a fair renumeration might be important
considerations. Stakeholder Analysis (Tool 1) provides a simple framework to
assess stakeholders’ influence and interest in the ED initiative.

The poorest and
most disadvantaged
communities are not
targeted.

Impact on women and
gender relationships
are not considered.

Female-headed
households,

for example,
often lack the
confidence to
participate in
markets and
they can face
significant
cultural
barriers to their
involvement.

Gender Adviser
CAFOD London

16 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development CAFOD

Justone world



Gender

Women remain among the most disadvantaged in many communities yet
their greater participation is widely regarded as crucial to achieving positive
developmental outcomes.

At a minimum ED initiatives should ensure they do not place excessive burden on
women or accentuate power imbalances. In practical terms for instance, this means
holding meetings when it’'s most convenient for women and ensuring the project
does not pit men against women. More progressive ED initiatives should target
women and seek ways to enhance material benefits but with a clear understanding
of gender roles and relationships.

Case 1: Mushrooms Nigeria- Caring for the Vulnerable

The initiative was designed to help people with disabilities to earn a livelihood
through the growing and marketing of mushrooms. The initiative, however, did
not appear to deliver significant tangible benefits for the target population.
Lessons emerging from the project include: there was a lack of good market
knowledge; the challenges of growing mushrooms successfully were under

estimated/misunderstood; and poor socio-economic analysis led to the failure
to appreciate the role of those providing care to those with disabilities and their
ability to capture benefits accruing from the enterprise.

A further development would be to address strategic genderinterest and processes
(i.,e. addressing causes and not just symptoms of the gender imbalance), for
example, building the capacity of women to make them less dependent on men,
to building their self-confidence to work together and to take care of each other,
getting women in positions of leadership and overcoming role stereotypes. Tool 2
provides some simple questions to help ensure that ED logic is clear and thorough
from a gender perspective.

Voice and Influence

A more aspirational ED would not only seek to target the poorest and most
disadvantaged communities with material benefits but would also seek to change
their ability to affect and influence the world around them. This mightinclude group-
led enterprises such as cooperatives or collective mechanisms (e.g. networks,
associations) to engage in wider policy discussions.

CAFOD

Justone world

In Bangladesh’s
microfinance
banks, the loan
will be taken
by women but
‘handed down’
to men.

CAFOD London

Foundational

Most marginalised
targeted (inc. gender)

Poor indirectly
impacted. Gender
neutral.

Best Practice

Poor indirectly
impacted with clear
impact pathways
identified. Practical
gender benefits.

Poorest directly
impacted. Power/
voice and influence
increased. Strategic
gender benefits.
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3.2. LIVELIHOODS (ECONOMIC, SOCIAL AND ENVIRONMENTAL ASSETS)
ARE ENHANCED

? Key questions to ask:

« Are enhanced economic assets achieved at the expense of social and/or
environmental assets?

* Are assets enhanced but contribute to greater vulnerability to stress and shock?

* Will the enterprise distort the market place and have ‘unintended
consequences on others’?

* Does the workload fall on certain shoulders (men/ women, old/young etc.)?

(G) Does the enterprise increase the vulnerability of women?
E.g. increased workload competing with other primary responsibilities.

WHY?

ED is often perceived as primarily contributing to enhancing income and economic
empowerment. Enhancing economic benefits, however, should not be achieved at
the expense of social and environmental assets or the resilience of communities or
individuals. This is an important element of the SUSTAINIBILITY principle.

If possible, ED initiatives should seek to enhance social (e.g. support collaborative
enterprises) and environmental capital (e.g. supporting regenerative agriculture and
building soil) and strengthen the resilience of marginalised people or communities,
i.e. going beyond purely economic gains.

HOW?

CAFOD should reconsider supporting ED initiatives unless partners can demonstrate
thateconomicempowerment for one group of people does not detrimentally impact
another vulnerable group. It should also be able to show that it is not achieved at
the expense of the environment, resilience or the social cohesion of the community.

A thorough socio-economic analysis and an understanding of the market and key
relationships within it will help flag issues for consideration.

For relatively simple and small enterprises Tool 3 sets out a series of basic questions
aimed at understanding the impact of an enterprise on social, economic and
environmental assets.

For more complex enterprises, the use of basic social and environmental assessment
methodologies would be important in order to provide a more thorough analysis
of the likely impacts of the ED. Appropriately scaled environmental impact
assessments may be considered for enterprises with potential environmental risks
- from supply chain issues to waste disposal.

18 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development

Economic benefit
but negative
environmental and
social consequences.

No assessment of
risks to individuals
and community.

We see 3 key
elements to

ED impact:
increased
Income, greater
empowerment
and self-

esteem and
conservation of
the environment.

CAFOD Central America

CAF®D
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Whilst an enterprise might contribute to the short-term enhancement of assets
(social, economic or environmental) it is also possible that it might result in the
target population becoming more vulnerable to shock and stress. It is therefore
vital that an assessment is made of the extent to which the enterprise contributes
to resilience. Case 2 highlights such an occurrence.

Case 2: Poultry Farming CAFOD Sierra Leone (Dependency Risks)

CAFOD SL supported local partners Caritas Makeni and Caritas Kenema to
encourage poultry production in Bombali and Kenema Districts. The model
involved provision of chicks and technical support on use of Moringa as a feed
supplement. A clear lesson emerging was that the business model at an individual
level had not been well thought through (i.e. the beneficiaries might not generate
sufficient surplus to supportthe purchase of the chicks, food and medical supplies)
and that the participants rather than demonstrate entrepreneurial initiative and
solve the problem, themselves will become dependent on CAFOD partners to
provide the feed.

Vulnerability or resilience may be affected by a wide number of factors.
These include:

Economic vulnerability:

* Taking on debt that is unmanageable (e.g. borrowing to fund agricultural
inputs and then not being able to repay);

e Overreliance on a single stream of income, particularly one with high risk;

e Overreliance on a single customer.

Environmental vulnerability:

« Qverreliance on certain crops (e.g. cash crops);

= Where a concentration of agricultural production might increase vulnerability
to climate change or severe weather events.

Social vulnerability:

« Redistribution of working tasks undermining other activities, increasing burden on
certain members of the household/community.

« Additional work burden: If ED contributes to an unsustainable workload or
the reduction in other key livelihoods strategies (e.g. reducing reliable sources
of income in favour of potential higher ED rewards) it can increase vulnerability.
This is likely to be a particular challenge for women.

* Inrefugee situations ED is increasingly seen as an important strategy to
manage the transition from emergency provision to independence. It can,
however, be perceived by the host community as undesired competition to local
businesses and thereby increase vulnerability of refugee communities, in which
case partners may choose to consider a mix of participants in the intervention.
Tool 4 provides some advice on assessing vulnerability in project design.

CAFOD
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Livelihoods Enhanced

Foundational

Economic Capital
Enhanced. Social

and Environmental
Do no Harm (DNH).
Risks to individual
and community
assessed. Women and
children not adversely
affected.

Economic Capital
Enhanced and Social
or Environmental
Benefit. Economic
or social or
environmental
resilience enhanced.

Best Practice

Economic, Social and
Environment Capital
Enhanced. Resilience
to environmental,
social and
environmental shock
and stress increased.
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3.3. THE MARKET IS UNDERSTOOD AND DEMAND STRONG

9 Key questions to ask:

* Isthere aclear and identified demand for the product or service to be sold
by the enterprise? No market analysis.
*  Who are the customers? What do they want/ value?
« Who are the competitors? What differentiates your enterprise Demand unclear.
from competitors?

(G) Can product, price, place, promotion be adapted to encourage women’s
engagement with the market?

WHY?

Any enterprise needs to understand the market in which it intends to operate,
assess the strengths and weaknesses of the value chain in which it is situated and
demonstrate thatthereis astrong and achievable demand forthe product orservice
it is selling. However in many traditional ‘aid’ projects the ‘market’ is conveniently
forgotten and the focus is placed on inputs. This is counter to our desire to help
facilitate viable enterprises.

HOW?

CAFOD should reconsider supporting ED initiatives unless there is an understanding of
themarketinwhichtheyoperate, thevalue chaintheyareapartofand candemonstrate
that there is a demand for the goods or services provided by the enterprise.

At the basic level this involves: a simple market analysis, understanding of what
consumers want, what competitors currently offer and how much customers might
be prepared to pay for the product.

At a more advanced level this would also include an assessment of longer-term
trends in the market and a resulting marketing plan (5P’s).

Market Analysis — 5Ps:

It is crucial when assessing a project to ensure that partners have sufficiently
understood the market and its implications for the product or service (Case 3).

*  Who are your potential consumers? (People)

*  Where are they situated? Where /how do they buy goods and services? (Place)
*  What do consumers value/want? (Product)

*  What price will they pay? (Price)

*  How will you promote your product?®* Who are your competitors? (Promotion)

3See also CAFOD Marketing Training Handbook
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A key element of assessing the opportunity is understanding the enterprise’s
competitors. Tool 5 presents a basic framework for a competitor analysis. It also
presents a more detailed framework (Porters “Five Competitive Forces”) to explore
competitors in a broader more strategic way.

Case 3: Saffron Production and Marketing, Afghanistan

CAFOD Afghanistan worked with local partner SDO to promote the production
and marketing of saffron as a way of increasing and diversifying income earning
opportunities in rural Herat. It did this through a network of farmers and 3
private enterprises. Over a 3-year period the project proved successful with crop
productivity and profitability increasing and the 3 enterprises appearing to be
established and positively influencing practices in the saffron sector. Key lessons
include: farmers were able to achieve strong financial gains quickly; there is a
strong demand for saffron locally with active local traders able to provide access
to key markets; a lack of thorough market analysis at the beginning of the
project caused considerable delay; the design should also have identified links
to government initiatives to promote quality standards that would have assisted
the project.

Tool 6 outlines the popular SWOT and PESTLER approaches which both seek to
identify key internal and external drivers that can help shape commercial success.

Value Chain

An enterprise usually sits in a much wider value chain. For example, a farmer
relies on seeds, finance and other inputs to grow their crop and then sells to a
cooperative or intermediary. They then consolidate volumes and sell to a trader,
who in turn sells to a processor, who then packages the product. The trader sells
to a retailer, who sells to a customer, who cooks the food and it is eventually eaten
by the consumer. Each link in this value chain represents a market. A value chain
is only as strong as the weakest link.

Wheat Value Chain

Inputs | Production Processing ' _ , Marketing >
R&D 28, Haed, Durum whoat “ Elevalors it ) Bakeries ]
Land Large farms © Weighting | Mg . Food Service
( . i B E——— ' Retail
Gradin i
Water ; I Other whalesale
Fertilizer | Blending || . manufacturing
Pesm | Certfication ‘ @ UV&SIOCR )
Machines e Animal Feed IR podickn
: u Biofuels
Trade
Domestic
International
Trading companies QOffshore production
Institutions
Government Regulations Futures Trading Food aid
Trade Policies Financial Intermediaries Infrastructure & services

Source: http://sites.duke.edu/minerva/files/2013/08/wvc.png
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It is, therefore, important that those engaging in ED not only understand their
immediate market (e.g. the sale of their crop to a cooperative) but also the other
links in the chain. Intermediaries for instance are often seen as a problem because
they eat into the profits at the farm gate, but if engaged as partners they can
provide valuable services which can benefit producers.

Practical Action has developed the Participatory Market Systems Development
Approach (PMSD)* method to do this. It is an important but simple tool that brings
together key stakeholders to map the value chain for key products. The process of
eliciting the participation of stakeholders and facilitating discussion is important in
itselfhelpingmarginalised people understand the broader picture andis particularly
useful as part of a 3 step design process:

1. map the value chain and build a picture of the key actors and margins earned
along the chain (the difference between the price they pay for the inputs and
receive for the output);

2. map the enabling environment (see 2.5) and the policies, processes and norms
that impact the value chain;

3. map the supporting services or inputs that affect the business at each stage
(see 2.4).

Tool 7 provides some more detail on the PMSD tool and a mapping workshop outline.

In the humanitarian context a similar tool, “The Emergency Market Mapping
Analysis®” (EMMA), is used to assess the focus of enterprising approaches in a
humanitarian context. How do you help displaced people avoid hand-outs and
stimulate economic activity (reduce dependence on hand outs, build confidence
and self-esteem)?

These processes will also help to identify where an ED intervention has the potential
to affect and possibly distort markets along the value chain.

Additionally, it may also be worth considering product differentiation as a way of
improving access to markets through quality assurance trainings, value addition or
creative marketing for product promotion.

“http://practicalaction.org/docs/ia2/mapping_the_market_albu_griffith_sedj-june2006.pdf
>http://femma-toolkit.org
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Market/Demand

Foundational

Basic market analysis
carried out. Demand
for product good.

Good Practice

Detailed market
analysis and
understanding of
competition.

Best Practice

Detailed market
analysis and
understanding of
longer-term trends.
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3.4. THE FOUNDATIONS OF THE BUSINESS ARE STRONG

Key questions to ask: Questionable

management

* Has the entrepreneur/ manager / cooperative the skills necessary to run :
capacity.

a business?
e What inputs does the enterprise need? How reliable is their supply?
= When working with groups, how cohesive is the group?

Supply base
uncertain.

(G) Are women able to assume positions of leadership?
(G) Are women able to participate in group structures?

WHY?

Small Medium Enterprise (SMEs) have a high risk of failure. ED initiatives need,
therefore, to be based on solid foundations to have a good chance of success,
e.g. they need:

* Strong human capacity-leadership/management;

e The cohesiveness of group enterprises;

« Thereliability (consistency in quality and quantity) of key required inputs.

HOW?

CAFOD should reconsider supporting ED initiatives unless the enterprise can |t |s essential
demonstrate competent management capacity (or a plan to build it) and a reliable to have

supply of inputs. More aspirational ED will seek to reduce the enterprise’s reliance
on key individuals and suppliers. manogement

capacity and
Where enterprises are group-based the initiative should also demonstrate that the p U .
group is cohesive and that there are transparent accountability systems in place (or leadershlp In
at least the intent to create these). p[(] ce.

Our sister agency Catholic Relief Services has developed a manual on ‘Skills

Farmers Need for Organising and Managing groups’. This manual includes

lessons and tools for organising and managing groups as well as planning and CAFOD Central America
implementing joint activities.

Human capacity

The capacity and quality of enterprise management is likely to be fundamental
determinant of an enterprise’s success. Gaps or weaknesses in the capacity need
to be addressed through technical support, guidance and or training, in which case
the proposal should have a strong capacity building component. Mapping service
providers will inform whether these are available for capacity building.

Tool 8 provides a series of insights into what makes a good entrepreneur.

Where HIV/AIDS is a major challenge an ED initiative might need to consider
management contingencies and succession planning from an early stage.

Financial management is a distinct but crucial aspect of managerial capacity. For
larger organisations the ability to prepare accounts will be central to retaining
trust of members. For smaller organisations the ability to adequately track income
and expenditure and separate from other household activities will be crucial to
understanding how profitable an activity really is®.

6See CAFOD 2014a Mango’s Health Check
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Group-led enterprises

Group-run enterprises take many forms, for example: self-help, cooperatives,
associations and social enterprises. Such enterprises are strongly favoured by
CAFOD because of their peer support, economies of scale, social interaction and
support, potential for leveraging power in the market and opportunity for collective
voice in policy discussions.

Despite the well-known benefits of group-led enterprises, it is widely acknowledged
that group-led enterprises are not always successful (L Davies 2013). Group cohesion
can be weak - particularly when external actors have led group formation or where
there are obvious weaknesses in the levels of transparency and accountability of
the groups. The quality of communication between the executive and the members,
and the effectiveness of AGMs are all indicators of this. Tool 8 provides a more
detailed assessment tool for groups.

In the same spirit, it is possible that privately owned enterprises could have a
strong social impact, e.g. through employment and supply practices. A strong
focus on desired outcomes (not exclusively on institutional form) should help in this
regard. Whether collective or individually owned, all enterprises come with a risk. A
successfulintervention is one where these risks are analysed and mitigated against.

Security of supply

Many businesses are dependent on the quality and reliability of suppliers to the
business. Ideally we’d want to be creating strong links to local markets rather than
supplying all necessary inputs ourselves. This is important for long-term business
sustainability as Case 4 highlights.

Care should also be taken to ensure that the enterprise is not, where possible,
reliant on a single supplier. When possible and if economically viable, it would be
beneficial to assess the possibility of procuring inputs from a local reliable source,
in that way contributing to local economic development.

It’s also important to ensure that the source is reliable and able to withstand shock/
stress. In agricultural enterprises, for example, ensuring that a crop is suitable for
the current climate and soil conditions and resilient to climate variability will be
essential to the enterprise’s long-term viability.

The second stage of the PMSD (Tool 7) process might help to bring out some of
these issues. It maps inputs and services that are required by the enterprise to
make it successful.

Case 4: Groundnut Processing, Zimbabwe

CAFOD supported Caritas Mashvingo to provide support to local youths affected
by food insecurity. This developed into an enterprise initiative to improve on-
farm productivity of groundnuts, and the processing and marketing of peanut
butter. Initial results appeared to be positive with enhanced productivity and
some success in selling peanut butter in local markets but the initiative does
not appear to be sustainable. Lessons included: the need for a more thorough
design process (value chain analysis) to better understand the local market; the
need to seek ED expertise to complement partner knowledge; the emphasis on
input support (e.g. machinery, building a workshop) was partly driven by the
availability and nature of funding and was counter to developing a sustainable
business. This highlights the importance of balancing short-term funding and
long-term development objectives. The concept needed a clear strategy to
achieve sustainability or manage the business.
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Enterprise
Foundations Strong

Minimal management
in place. Reliable
supply identified.
Governance
mechanism clear.
(Group Cohesion)

Good Management

in place. Supply base
strong. Governance
and transparency are
strong. (Evidence of
strong group cohesion)

Best Practice

Good management
with succession plan
in place. Alternative
suppliers identified.
Governance of groups
is strong (evidence of
accountability).

CAFOD
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3.5. UNDERSTANDING THE BUSINESS ENVIRONMENT

? Key questions to ask:

* Has the project adequately considered the external environment (including
fiscal and legal obligations) and its impact on the enterprise?

e Arerisks adequately understood and mitigated?

* Isthere a specific market failure or blockage that needs to be addressed?
Are linkages made to existing or future ‘policy’ constraints? (Advocacy
linkages identified?)

(G) Are there constraints that affect the participation of women in ED (e.g. land
tenure, business/ cultural norms).

WHY?

The success of many ED initiatives is often determined not by the business itself
but the ‘environment’ in which the enterprise sits. This is often referred to as the
Business Environment (BE). For many enterprises it can be dis-enabling!

The Business Enabling Environment (BEE) is the set of policies, institutions,
regulations, support services, social norms and other conditions that collectively
improve or create a general business setting where enterprises and business
activities can start, develop and thrive.

Whilst potentially out of the control of partners orthe enterpriseitself, anawareness
of the BE is often crucial toits success. It might also signal links to policy or advocacy
work around trying to influencing a more ‘pro-poor business environment’. Being
aware of and responding to the BE can contribute to addressing the CAUSES AND
NOT JUST SYMPTOMS OF POVERTY.

While not every project will necessarily include an advocacy element and strategies
to address policy issues, an analysis of the business environment should still be
done so that partners / the enterprise is aware of these policy regulations etc. and
of the impact that these may have on their business. Participation in trade unions
or professional associations can also be a way to organise around policy issues
which inhibit an enabling business environment for small enterprises.

HOW?

CAFOD should reconsider support to an ED initiative unless it demonstrates some
awareness / analysis of the BE and the potential impact this may have on the
business. Where this does not exist partners are encouraged to facilitate a BEE scan
with participants — the PESTLER is a simple tool which could be used for this. Tool 10
provides some questions that could be asked within a PESTLER analysis that is being
used for analysing the BEE. The detail and depth of the analysis will depend on the
nature and size of the enterprise.

Impact of the enabling
environment on the

enterprise is not
adequately assessed.

If the business
environment

is unfair or
unsupportive
your business
will always hit a
brick wall.

CAFOD Policy Team

CAFOD Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 25

Justone world



There is no one right way to analyse the BE. Three principles are however key:

* Participation: The issues within the BE can best be responded to if
the community that you’re working with participates in and ideally leads the
process and has ownership over the analysis.

* Broad Consultation: To understand the business environment you need
to talk to a broad range of people to understand how they are affected
by their local or national ‘policies institutions, regulations, support
services, social norms’ etc. This involves talking to business women and men
which the ED programme is working with, as well as other stakeholders along
the value chain, decision makers and other ‘key experts’ such as academics,
trade unions and so on.

« Power: The BE is always political in nature. It is therefore important to
understand who has the power and who doesn’t and ensure that the
voices, needs and priorities of the most marginalised are heard, and steps
taken to build their confidence to engage.

With these three principles in mind there are a number of tools you could use.
Practical Action’s PMSD (Tool 7) encourages the mapping of the BE and how it
impacts on the enterprise right across the value chain. This is a useful exercise as it
is built on the principles of participation and consultation above. Depending on the
power relations within the value chain, however, this format can sometimes benefit
more powerful players and actors who are more confident to share their views.
You will need to manage this to ensure that the voices, needs and preferences of
the poor and marginalised (the small businesses that you will be working with) are
heard. This may involve capacity development.

Case 5: COMAL Sugar, Honduras (Risks)

CAFOD, with our partner COMAL in Honduras was supporting sugar producers
in the Atlantic municipality of Yoro to set up a sugar processing factory to add
value to their cane production. They are part of a national fair trade organisation
that sells the sugar directly to consumers. A military Coup in 2009 set back these
efforts as COMAL became involved in resisting the dictatorship. Consequently
COMAL shifted energy to the political arena that affected the relationship with
its members and operational efficiency- exposing weaknesses in the original
business plan. Key observations include: it is crucial that producers are involved
in the development of the enterprise as owners or potential owners in order for
them to feel ownership in a real and tangible way. Transparency in the value
chain motivates producers to grow the project. Technical support is crucial to
improve productivity.

Tool 10 builds on Tool 6 and 7 and provides some specific questions that you could
ask if you wish to understand the BE in more depth.

Once you have mapped the BE and identified if there are any key blockages
or constraints, you need to decide what to do. Whilst not essential, linking
complementing ED initiatives with policy and advocacy initiatives aimed at
improving the enabling environment or systemic change can help to improve the
sustainability of the initiative and also enhance the scale of impact. It also has other
benefits such as building and mobilising local civil society organisations. CAFOD has
some tools for doing this. Please contact the Governance & Programme Advocacy
Team (GPAT).
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Enabling environment

BE scanned and
risks assessed and
mitigated.

ED initiative seeks to
address challenges or
blockages within the
BE in their programme
design.

Best Practice

ED initiative seeks to
address challenges
or blockages within
the BE in programme
design and links
partners to other
organisations
advocating on these
issues at a national or
regional level.
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3.6. BUSINESS RISKS AND ASSUMPTIONS ARE UNDERSTOOD AND MANAGED

2

o Key questions to ask:

e Have risks to the business been adequately identified and assessed for
possible impact and likelihood?

e Arerisks prioritised/ranked?

e Are there clear strategies to reduce the likelihood of risks occurring?

* Are there strategies identified to mitigate the impact should the event occur?

(G) Are there particular gender risks which should be considered?

WHY?

Enterprises are extremely risky endeavours. Evidence suggests that the majority of
new enterprises are likely to fail. Understanding the key risks that enterprises face,
having clear plans to reduce these risks and manage them is vital to increase the
chances of success.

At a very basic level risks should be assessed and prioritised. No critical risks
should be evident. More aspirational ED initiatives should have clear strategies
to reduce the chance of key risks occurring and to reduce their impact if they
do occur. This might include evidence of collaboration with third parties to help
manage these risks.

HOW?
CAFOD should reconsider supporting an ED initiatives unless there is an assessment
of risks facing the enterprise and a clear sense of how these risks will be managed.

Many of the risks that are likely to occur will have been highlighted in the earlier
sections of this guide. They include but will not be limited to:

External

« Severe weather events
and climate change

* New entrants in the
market place

* Government policy moving
the goalposts

e Poor infrastructure
impacting distribution
and communications.

* Lack of viable transport

Internal

« Staff turnover
 Business experience/ management capacity
* Theft
* Health and safety
« Inability to source key inputs
* Weak governance
* Poor planning
» Weak financial management
capacity/ information
* EQuipment breakdown

« Competition with other important
household responsibilities

« Sabotage from excluded
community members / conflict

* Competition from

cheaper imports
* Global economic prospects;
* External conflict /insecurity

 Lack of trust

Tool 11 introduces a simple process (and table) to list, assess and prioritise risks
facing a business and encouraging the development of strategies to reduce and
manage these risks.

Critical risks are those that have the potential to affect the viability of the
enterprise. The presence of critical risks that have not been reduced or have
inadequate mitigation strategies identified should be cause to delay support for
the enterprise.

CAFOD
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Inadequate
understanding

and assessment of
business risks.

Some of the
biggest risks
were outside of
our control. The
Zimbabwean
economy did not
flourish and this
had a major impact
on our poultry
and agricultural
activities.

CAFOD Zimbabwe

Business Risks
Understood and
Managed

Foundational

Business risks assessed
and mitigation strategies
identified.

All risks are prioritised
and have clear prevention
and mitigation strategies
identified.

Best Practice

Key partnerships formed
to address key risks
(perhaps outside project
framework).
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3.7.THERE IS A CLEAR ‘PLAN’ ON HOW THE ENTERPRISE WILL BE RUN

2

o Key questions to ask:

e Isthere aclear articulation of how the business will work?

e Are costs, revenues and cash flows adequately understood?

e Arethe assumptions underpinning the plan clear and realistic (have they
been challenged)?

* Isthere aclear articulation of how the enterprise will become independent
and viable?

(G) How will the enterprise ensure that women are able to play an active role
within the enterprise and share from its benefits?

WHY?
All enterprises need to be able to articulate their purpose or vision, their strategy
for achieving it and the operational steps/plan to get there.

The development of a business plan seeks to download all the assumptions and
ideas from the head of the entrepreneur(s) onto paper. In doing so it will encourage
constructive challenge of the ‘business model’. Such an exchange of information is
the essence of RECIPROCITY.

Writing a business plan is often seen as a chore but can be invaluable to increase the
awareness of risks, inconsistencies or lack of clarity in the approach and therefore
pre-empt potential future problems. A business plan can also provide a very useful
tool or benchmark to review progress and support.

Business plans can be very basic but should all present accurate financial data
including income and expenditure. More advanced plans should include greater
market analysis and cash flow and sensitivity analysis.

HOW?
CAFOD should reconsider supporting ED initiatives unless it has a clear and articulated
plan for how it will become viable and self-sustaining.

All Business Plans should include the following key elements:

* Developmental impact;

« Commercial Strength (market understanding, strong demand, consumer
and competitor knowledge, good management, reliable supply of key
inputs, understanding of risks and the enabling environment and
financial information).

However, the depth and detail of these plans may vary depending on the nature
or complexity of the enterprise and the size of the investment requested, e.g.
an individual entrepreneur repairing clothes versus cooperatively-owned agri-
business. Capacity support and development will be a critical aspect of this and will
need to be considered.
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No business plan

in place.

The business
plan! People
shy away from
it. [t becomes a
document on the
shelf. But ..what
are you going
to sell? Where?
How? At what
price? This Is so
important to
think through.

CAFOD Staff
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Whilst a Basic Business Plan (Tool 12) might be suitable for a simple enterprise, a
more detailed and thorough plan would be required where the scale and complexity
is much greater (Tool 13). For example, for more significant investment you would
expect to see a strong quantitative analysis of the market rather than an anecdotal
assessment of demand.

Financial analysisis animportant element of any Business Plan. For smaller ventures
it may be adequate to carry out a basic projection of income and costs to ascertain
the viability of the business.

For more complex enterprises a more detailed assessment of revenue, costs and
profitability over time might be useful (Tool 12). Such an analysis would enable
you to ascertain the time in which it takes for a business to reach profitability and
‘payback’ the original investment made.

In many enterprises one of the greatest risk factors is a lack of cash. It is quite
possible to have a profitable and growing business but have insufficient cash (often
referred to as the ‘lifeblood of a business’) to pay suppliers. To assess this risk a
basic cash flow projection should be made (Tool 12).

Sensitivity Analysis (Tool 14) links some of the key risk assumptions contained
within the Business Plan with the financial projections made. It seeks to
assess the impact of a change in financial assumptions (costs or revenue) on
projected profitability.

CAF®D
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Strong business plan
in place

Foundational

Basic business
plan with income
and expenditure
projections.

Good Practice

Basic business

plan with financial
projections including
cash flow.

Best Practice

Detailed business plan
with cash flow and
sensitivity analysis.
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3.8. THE PROJECT DESIGN IS STRONG

2

o Key questions to ask:

e Does the proposed support for the enterprise reflect the stage of
its development?

e Arethe identified risks adequately acknowledged and addressed in
the ‘project’?

* Have the target group been involved in the design of the enterprise and
project? E.g. have women been involved?

« Are other agencies or commercial enterprises better placed to offer the
support necessary/requested?

WHY?

Enterprise Development requires robust and commercially-minded support. The
nature of support required is different from many other traditional approaches
to aid. Failure to take a ‘different’ approach significantly reduces the chances of
creating sustainable and viable enterprises and could create dependency, distort
markets and discourage enterprising initiative.

Not only is commercially-minded support necessary it reflects the key principle of
DIGNITY and a clear departure from charity or aid dependency.

Project design must, like any intervention, reflect the socio-cultural realities of the
focus communities, e.g. Islamic attitudes to interest on loans.

HOW?

CAFOD shouldreconsidersupporting ED initiativesunless the proposal demonstrates
arealunderstanding of the nature of ED and the type of support required to achieve
desired outcomes. If more conversations are needed with partners or capacity
development support, programme staff should consider how to meet those
additional support needs before embarking on the venture.

This support should: adapt to the commercial nature of the enterprise;
demonstrate an appreciation of and respond in an integrated way to the risks
facing the enterprise; outline a long-term and flexible commitment to create
viable enterprises and include mechanisms for marginalised people to be directly
involved in the design of the enterprise/ initiative.

Project design reflects the nature of the commercial enterprise

CAFOD will engage with enterprises of all shapes, sizes and different stages in
their own development (Table 3). Support to ED will need to reflect this diversity.
ED Project design and management needs to reflect commercial principals so they
are economically viable. This requires an understanding by partners of the likely
evolving stages of an enterprise.

Table 3 outlines these stages and maps indicatively how support might evolve from
hands- on support and grant finance to facilitative support and cost sharing to
arm’s length and commercial finance. Grants are best offered with a contribution
from the enterprise and its members/owners.

The poorest and
most disadvantaged
are excluded in the

design of the ED
initiative.

On reflection -
loans and not
grants were
better as it
meant that the
individual had
to show their
commitment.

CAFOD Zimbabwe
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Table 3: Stages of Enterprise Development, Key questions and support’

Stage Step

Key Questions

Nature of Support

Idea The Idea

How will the ‘enterprise’ contribute to CAFOD
programmatic goals?

Who? What? When? Where? Why? (Problem
Statement).

Market
Research

Is there a proven demand and willingness to
pay for the goods or service?

Who are the competitors?

Are there systemic market issues that might
hinder your venture?

Initial Business
Plan

Can we articulate the ‘enterprise’ activity in

a clear and compelling way that summarises
both the contribution to CAFOD objectives and
also the commercial viability?

Strong Partner Involvement.

Grant Based but with
contribution from
Entrepreneurs.

Develop | First Trading

Steps

Have you got the people, finance and systems
in place to deliver the agreed business plan?

Can you manage costs and revenue in
accordance with the business plan?

Review and
Revise

What is performance against the business plan
objectives?

How could the model be improved?

Business Plan

Can you articulate clearly the developmental
rationale and the commercial viability?

Can you demonstrate that risks are understood
and managed and that the model is robust?

Empowering- greater
autonomuy.

Cost sharing: loan rather than
grant.

Establish | Transition

Are the human and financial resources in place
and are the systems of the enterprise robust
enough to cope with ‘Start-Up’?

Start Up

Are all legal requirements fulfilled to establish
the new enterprise?

Are roles and responsibilities clear and
understood by all?

Commercial support.
Independent.

Loan Equity edging towards
commercial terms.

’Adapted from CARE 2013.

CAFOD
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Adequately Addresses Risks Identified

In 3.5 and 3.7 the ED initiative was encouraged to identify risks within the business
and also risks presented by the dis-enabling environment. ED project design must
respond to these. Failure to do so might be critical to the success of the venture.
This does not mean that all risks need to be addressed by the project but that
partnerships with, for example, aligned policy initiatives (internal or external) are
developed to do so.

Support needs to respond to recognised weaknesses and provide technical and
culturally appropriate assistance. For example, training should be appropriate
for the recipients with particular care taken to use local languages, visual rather
than text-based materials and minimise business jargon. Support should also be
carefully sequenced to maximise the outcome. (Case 6).

Case 6: WISE and ED Training, Ethiopia (Capacity Development)

Our programme in Ethiopia are currently using the expertise of a partner, WISE,
to supportits ED work. WISE traditionally supports the establishment of women-
only savings and credit associations helping them both financially and with other
technical support too. Here basic business training (e.g. marketing, bookkeeping
and business planning) is provided before loans are offered. Further training and
mentoring is provided after the loan has been provided. If completed successfully
further loans may be offered. The WISE network has grown rapidly and is
internationally recognised. Success is based on providing appropriate support
to the target audience, e.qg. training is provided in 4 key languages, is jargon free

and uses drama and role play, pictures and posters. WISE’s expertise in training
is being used to cascade ED knowledge to partners and their networks.

Long- term and Flexible (realistic commitment)

ED has occasionally been described as the “extreme sports of business”. To be
successful requires bravery, commitment and persistence from partners. Do they
have the commitment and resources to provide this?

Many businesses will not reach a stage of viability and sustainability for a
number of years- often beyond project life cycles. ED requires long-term and
flexible commitment.

Hopefully good design will improve the chances of an enterprise becoming viable
and independent and contribute to strong developmental outcomes. However
for ED it is important that the rationale for support is constantly challenged. The
concept of ‘sunk costs’ implies that the decision to continue to fund should not
be based on the size of the investment to date. It should only be based on future
potential costs/benefits.

Partnership

The capacity of partners was touched on in Section 3.4. ED is a specialist area that
will be new to many of CAFOD’s existing partners. CAFOD might seek to encourage
partners to work alongside those with expertise in this area (Case 6).

"In a number of locations, CAFOD and its partners have formed successful
partnerships with other organisations that can provide specialised support
either directly to local communities or to partner organisations.”

L Davis 2013.

Another role might be to use the facilitative and convening power of CAFOD and
partners/friends to identify market-facing partners who can present ‘patient’
(willing to accommodate, e.g. fluctuations in quality and reliability) customers or
partners to new and emerging enterprises.
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(CAFOD should
aim to)... reduce
emphasis on
subsidies and
input-driven
approaches.

Livelihoods framework
2013

Project Design Strong

Participatory design.
Support tailored to
commercial reality of
the enterprise.

Best Practice

Support reflects the
stage of the ED and
makes direct linkage
to market players.

Transition from CAFOD
support to commercial
support.
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3.9. PROGRESS IS MONITORED AND CONTRIBUTES TO LEARNING

2

o Key questions to ask:

 How will enterprise performance be measured and how frequently? There is no clear
Is there a MEL plan in place? framework to
e Arelivelihood outcomes clearly articulated? monitor the
* Are core indicators used in the measurement of process and impact? performance of the
* Are ambitions to influence systemic market change reflected in the MEL Plan? enterprise.

(G) Is impact differentiated by men and women?
(G) Is power inequality between men and women captured?

WHY?

Like any development initiative it will be important to monitor and review progress
of ED initiatives to ‘improve’ CAFOD’s practice and ‘prove’ its impact. At the most
basic level it will be crucial to monitor the performance of the enterprise using basic
commercial indicators. A more progressive MEL Plan will also seek reassurance that
the enterprise is contributing to positive developmental outcomes and also, where
appropriate, wider systemic market change.

HOW?

CAFOD should reconsider supporting ED initiatives unless they have a clear
and simple articulation of the ‘results chain’ and a commitment to monitor the
enterprise’s performance (the Intermediate Outcome).

The minimum MEL requirement for an ED initiative should be the collection of
impact data on the performance of the enterprise supplemented by qualitative
data of impact at the LT outcome level. Data should be disaggregated by gender
whenever possible.

Articulate the results chain

A basic articulation of the link between the enterprise and development outcomes
willbeimportant to monitor progress. Table 4 presents an example of a basic results
chain, where the Intermediate Outcomes are likely to focus on the development ofa
sustainable and viable enterprise and, where appropriate, links to systemic market
challenges. These reflect 2 of the 4 Aims articulated in J1W. Case 7 highlights how fit
and performance are assessed in a Central American initiative.

Intermediate Outcome: Enterprise Performance

Key suggested indicators are:

e Enterprise Turnover (versus Budget)

e Enterprise Gross Profit (versus Budget and previous period)
e Gross Profit margin (versus Budget)

e Enterprise Net profit

e Jobs created

A number of new ED MEL initiatives have sprung up in recent years. These include:
Improve It!8, DEDN° and the Market Facilitation Initiative!?. Tool 15 is drawn from
DEDN and suggests a number of indicators that CAFOD partners could consider.
Care should be taken not to burden the enterprise with reporting requirements that
are not useful for its business.

8http://www.bond.org.uk/pages/improveit.html
°http://www.enterprise -development.org/page/measuring-and-reporting-results
Lhttp://www.slideshare.net/marketfacil/systemic-mand-e-paper-3oct12
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Table 4: ED Logic Framework/ Results Chain

SPHERE OF SUSTAINABLE ENTERPRISES ENABLING ENVIRONMENT
CHANGE SUPPORTED ENHANCED
VISION Just One World
LONG-TERM * Marginalised men and women see improvements in their
OUTCOMES livelihoods and opportunities for advancement through enterprise
* Assets enhanced
« Resilience enhanced (vulnerability reduced)
« Power (voice and influence) enhanced
« Gender relationships more equitable
DIRECT INDIRECT
JIW Aims Promoting sustainable Increasing power and influence
development

INTERMEDIATE

« Sustainable enterprises

« Specific market system

and services
» Secure supply base
« Adequate capital

« Strong management
« Good governance
 Clear plans

OUTCOMES are established and making failures/blockages are
progress towards their goals addressed
* Increased awareness
OUTPUT « Strong demand for goods * Policy briefs

« Position papers

* Briefing papers

* Facilitated dialogue

* Advocacy strategy developed
* Networks joined

INTERVENTION
STRATEGIES

Pre-support
Advice and support to partners

eg. in developing a business plan

Support
* Capacity development

* Business literacy/ numeracy
» Technical assistance
* Grants and loans
* Mentoring
* Monitoring, evaluation
and learning (MEL)

* Market analysis and
identification of key
systemic constraints
(business environment)

» Technical assistance to
address specific market
constraints

» Advocacy support
* Facilitation of engagement

and exchange between key
stakeholders (networks)
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Case 7: Honey Production, ASOMUPRO, Nicaragua

CAFOD Nicaragua has worked successfully with the Women’s Farmers Association
to encourage the production and marketing of honey. The Association has grown
rapidly supportedbythe success oftheventure with over2000 membersorganised
in 120 groups. Success factors include: very stable demand and prices for the
honey; strong management capacity and leadership in place; the availability of
technical expertise to support the partners; women members feel responsible to
take advantage of the opportunity (not previously enjoyed) to contribute to the
family economy and young women attracted to participate. Partners are using
eight variables to monitor progress of ED: risk, commercial potential, systemic
impact, gender equity impact, impact on the poor, partnerships, fit with CAFOD’s
mission and values and fit with Country Strategy Paper objectives.

Long-Term Outcome: Enhanced Livelihoods

Thedesired long-term outcome for ED work will be similarto any CAFOD intervention,
e.g. improved livelihoods, enhanced resilience, and more equitable distribution of
power. It is suggested that core practice might involve the collection of qualitative
case studies, interviews, and focus group insights relating to long-terms outcomes.

Good Practice might involve the additional collection of quantitative data and
(whilst attribution will be a challenge) an assessment of impacts of systemic market
impacts. Changes in the assets and resilience of the poor and marginalised can
obviously be recorded in many ways. A recent CAFOD statement!! on Resilience
suggested the following indicators:
 Communities have increased theirincome by X% in Y years
* HH which have reported X% reduction in cases of diarrhoea within the last
year? (Children attending school, food diversification).
e Child malnutrition has decreased by X% within target group over the past
2 years.
* Recorded decrease in the hunger period (rural)*?
e HHreportincreased in children’s school attendance.

11CAFOD 2014b, Organizational statement for resilience and sustainability, Sustainability and
Resilience Technical Cluster.
12hSee ‘CAFOD Draft Livelihoods Indicators List’ for more ideas.
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Clear MEL System
in Place

Foundational

A framework exists
to monitor the
performance of the
enterprise.

Framework uses Core
indicators, extends to
qualitative analysis of
long-term outcomes.

Best Practice

Learning and best
practice recorded
and used to influence
programme cycle.
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Section 4:
Frequently asked questions & References

4.1 FREQUENTLY ASKED QUESTIONS
Are there any enterprises that CAFOD should not work with?

CAFOD states that it will only work with enterprises where a strong social
objective is evident.

Whilst there is a preference to work with organisations with a primary social
objective (such as group-based enterprises, cooperatives or social enterprises)
it will work with privately owned enterprises where there is a clear impact on
poor and marginalised people (employees, suppliers and consumers).

CAFOD is also clear, however, that it wants to work only with enterprises that
cannot gain support from commercial sources (e.g. banks). Social enterprises
with low capital bases or collateral are more likely to find it hard to raise funds
than privately owned enterprises.

The capacity of our existing partners in ED is relatively weak, does this mean
we don’t do ED?

CAFOD is a partnership organisation. We have incredibly strong relationships with
a number of partners across countries and thematic areas. This will not change.

Where an existing partner wishes to work more extensively in ED, CAFOD will
attempt to support them (within resource constraints). In some cases CAFOD
may suggest that the partner organisation considers working with another
agency with a strong focus on ED - as in Zimbabwe:

"As a result of our introduction SNV and Caritas Mutare have engaged
directly. SNV values Caritas’ community relationships and Caritas value
SNV'’s enterprise development expertise.”

CAFOD Zimbabwe.

In countries where other partners exhibit expertise in this area, CAFOD
programme staff should consider linking partners so as to foster collaboration
in capacity development. It may be that CAFOD develops new partnerships
with agencies that are active in the ED space where a strong need for such a
partnership is articulated.

CAFOD works with the poorest! ED is for wealthier sections of the community!

Poor and marginalised people engage in markets on a daily basis- as suppliers,
consumers or perhaps workers. Some might even be enterprise owners either
in the informal or formal sectors or participate in group-led enterprises such
as cooperatives.

CAFOD partners should, however, be clear about how the enterprise impacts
the most marginalised either directly or indirectly (see section 3.1 for more
details). Of particular interest here is how the enterprise engages with women
(and can contribute to a more equitable distribution of power between men
and women and other marginalised groups). Programme staff may suggest to
partners to mix participant groups when focusing on the poorest will jeopardise
the viability of the enterprise.
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What is unique about CAFOD’s approach to ED?

CAFOD is clear about the basis for engaging with enterprises to further its
vision (Just One World). Our approach to ED will focus on the poorest, seek to
enhance their asset base and their ability to influence the world around them.
We will focus on ED where we can add real value and where other agencies or
commercial enterprises offer inadequate support.

CAFOD wants to support the work of partners where it can have the greatest
value added. This means supporting the work that other donors or commercial
enterprises do not want to support (perhaps the environment is particularly
challenging, or risks too high to carry). Programing should complement
existing CSP priorities and perhaps existing policy objectives. Ideally it will be
innovative and contribute to learning.

It maybe that CAFOD seeks to partner with other agencies who complement
CAFOD’s approach. Forexample, CAFOD’s explicit desire to work with the poorest
and most disadvantaged communities will see it focus on weaker or ‘early stage’
enterprises requiring more intensive and direct support. We recognise that the
return to these enterprises may take longer. As these enterprises become more
established and the support required more ‘commercial’ CAFOD may see itsrole
as facilitating linkages with other actors (including commercial actors) better
able to provide appropriate support to the growing business.

We don’t have the expertise for ED! So why are we getting involved?

Many of our existing livelihoods projects involve the poorest people in market-
based initiatives. We need to improve and sharpen our work in this area to
increase our impact.

Many poor countries are seeing opportunities for local economic development.
How can we help people benefit from this opportunity? How can we help create
local economic development that benefits those most in need while conserving
the environment? ED plays an increasingly important role in finding answers to
these questions.

CAFOD has a moral imperative through CST to work with partners who have
a strong commitment to and capacity in ED to meet this challenge. For this
we can join forces with others who have more expertise in the area and
share our values.

"We acknowledged that our capacity in this area was not as strong as it
needs to be and now work with partners like SNV. There is great value in
their understanding of market-based approaches. We and partners are
learning a lot.”

CAFOD Zimbabwe
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projects or PPDS from a gender perspective.

Trocaire 2014. ‘How to’ Guide to Manging Ecoconmic Empowerment Projects.

LThese resources are available upon request and on the livelihoods COW.

38 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development

CAF®D

Justone world



Section 5:
Enterprise Development Toolkit

INTRODUCTION

This section complements the CAFOD Guide to Enterprise Development.

It seeks to provide a number of practical tools to assist CAFOD Programme
Officers and their partners to design and implement good ‘Enterprise

Development’ initiatives.

This section contains illustrations of excel spreadsheets which can be found in their
working format in a seperate excel file.
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Tool 1:

Stakeholder Analysis

“"Stakeholder management is critical to the success of every project in
every organisation I have ever worked with. By engaging the right people

in the right way in your project, you can make a big difference to its
success... and to your career.”*

* List key stakeholders who will be affected or affect the outcome of the
ED initiative;

« Assess their Interest and Importance in the outcome of the ED initiative;

 Use table below to assess and monitor stakeholders through the life
cycle of the project;

What is
the

Project? To launch a succesful Enterprise that achieves XYZ.

Name Organisation |What is their |What are Interest in the]What do we |What are the |Importance tojAnalysis: Current Desired Strategy
and ‘Interest’ in  |their ‘project’ (out |need from risks (to the |the ‘project’” |Manage Status: Status:
Contact the ‘project’? |expectations |of 10) them (for the |project) if (out of 10) closely/ Keep|Advocate, Advocate,
of ‘project’ to be [they are not satisfied/ Supporter, |Supporter,
involvement? successful)? linvolved? Keep Neutral, Neutral,
Informed/ |Critic, Critique,
Monitor Blocker: Blocker:
*  Map stakeholders using simple matrix below and prioritise;
High Importance
Keep Satisfied Manage Closely
Keep Informed
Low Importance
Low Interest High Interest
» Define each stakeholders’ current and desired status;
* Agree strategy to move from current to desired status.
“http://www.mindtools.com/pages/article/newPPM_07.htm
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% Tool 2:
CAFOD Simple Gender Checklist

The following table outlines a number of key gender dimensions and related
questions to help prompt constructive discussions about the impact of an initiative
on men and women and the nature of the relationship between them.

It has been prepared by the CAFOD’s gender adviser.

Themes

Key Questions

Activities

Who does what?

Access to resources

How? With what?

Ownership of Assets

Who owns what?

Obligations

Who is responsible for what?

Claims/rights

Income/spending

Who controls what?

Power

Who decides what?

Distribution

Who gets what?

Redistribution

1
2
3
4
5. Who'is entitled to what?
6
7.
8
9

Who gains- who loses?

Rules/Norms/Customs

10. Why? What is the basis for this situation?
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% Tool 3:
Brainstorming ED Impacts on Assets

The following list of questions is offered as a starting point for discussions between
CAFOD and its partners on the impact of an ED initiative on the Livelihoods
(particularly economic, social and environmental assets) of the target population.

Itis by no means a complete list but might help to stimulate discussion and unearth
areas in the proposal that could be strengthened.

Economic

* Are the positive economic /financial benefits to marginalised people
articulated clearly?

* Does the enterprise distort the market- to the detriment of others (end up
supporting one enterprise but damaging others)?

* Are short-term benefits achieved at the expense of higher medium term risk?

Social

* To what extent does the enterprise affect relations within the local community?

* Ifthe enterprise is collectively owned- how democratic or inclusive and
transparent is the group?

« Arethere opportunities for women to benefit (materially or strategically)?

Environmental

« Does the enterprise require water? Is this supply reliable and secure? Does the
use of water by the enterprise impact other people’s access to water?

 Waste, what happens to it?

e Policy on use of toxic chemicals etc...?

* Has energy efficiency been considered?

* Minimisation and management of pollution/waste?

* Impacts on soil health (e.g. does the project jeopardize soil quality through the
extensive use of chemicals?)

* What models of production (agricultural, fisheries and pastoral) are being
employed and do they contribute to increasing resilience and sustainability?
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% Tool 4: Thinking about Vulnerabilities
and Building Resilience into ED Design

The following tool has been taken from CAFOD’s resilience and sustainability
statement. This document outlines a basic tool that can help to identify how an ED
initiative will affect’®> CAFOD programmes and policy work should build resilience
and sustainability by ensuring that vulnerability and hazard (risk) assessments
are part of the project planning process; ensuring that projects evaluate the wider
environmental, economic, social and political risks and the opportunities of their
specific local context, and responding to them effectively, which requires the
engagement of communities.

Principles for project design

To help us do this there is a simple checklist of guiding principles for projects and
programmes that aims to build resilience. These principles are not necessarily new but
specific processes should be developed to ensure they can be applied and monitored:

1. The programme design and interventions are socio-ecological systems-based,
i.e. recognise the interdependence of human and ecological systems, and
address both current and future needs.

2. Conducted in partnership with local institutions, civil society organisations and
affected communities and networks, and where appropriate the private sector.

3. Strengthen the participation and agency of people at risk by being firmly
anchored in local realities and perspectives, acknowledging the power
relationships and vested interests which impact upon that local context.
Enhance people’s voice and ability to shape their own futures.

4. Increase understanding of the hazards, exposure, vulnerability and capacity,
drawing and building on diverse sources of knowledge and information.

5. Conflict-sensitive through understanding the local power dynamics and
the complex and interconnected nature of risk in socio-ecological systems.
Understands and manages risks, mitigating unintended negative
consequences, and trade-offs in a clear, conscious and fair way.

6. Investin relationships with local actors, remaining engaged and collaborate
with communities and other actors for the long-term.

7. Accountable to our partners and communities that are recipients of aid, as
well as more broadly to all stakeholders impacted by the programmes
(including future generations).

8. Connect with, support and influence relevant national, regional and
international institutions, frameworks and agreements on policy
development, technical support and financial aid mechanisms.

Context analysis and conceptual framing

Social Vulnerability
Resilience building is context-specific. People living in poverty have varied needs

and wants, live in varied contexts and are faced by a varied range of threats. Put
simply, the specific resources that enable a person or community to anticipate,
absorb and recover from stresses will depend on their natural and socio-cultural
context: this includes the formal enabling environment (e.g. laws, governance,
policies and availability of services), but also socio-cultural elements (such as
group and gender relationships, capacities and skills and preferences for particular
products and services) and also context-specific environmental stresses and
availability of natural resources.

Therefore a holistic analysis of the local context for any intervention is essential.
This should examine the enabling environment, including the socio-cultural and the
environmental context. The aim of an analysis is to answer the questions - resilience
of what (who) and to what?

1> Adapted from CAFOD 2014b, Organisational statement for resilience and sustainability,
Sustainability and Resilience Technical Cluster.
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At CAFOD we already have a tool that has been designed to help us have this
discussion with partners. It is called the Vulnerability and Analysis tool“.

Itis a simple framework that prompts partners to analyse the social, environmental
impacts now and in the future on 4 Ps:

e Participation

* Protection

Power

e Priority Groups (a cross-cutting issue)

Once the main drivers of change or vulnerability have been identified, it may be
possible to design an integrated and transformative approach. An integrated
approach may be combining agricultural methods with ideas from DRR and
peacebuilding. It is useful for us, and to communicate our ideas to others, to design
a conceptual framework that visualises how core approaches (identified during the
initial assessments) will link together for resilience building.

Figure 1providesanexampleofaconceptualframingforresilience andsustainability.
Integrating Resilience and Sustainability

CAFOD’s approach to resilience and sustainability builds on our global work in 4
closely related and integrated thematic areas - water, DRR, environment &
Livelihoods. Resilience is context-specific and so each region should develop their
own approach that enables the people we work with to be more resilient to shocks
and stresses while ensuring our programmes are sustainable.

Understanding resilience and sustainability:

* Resilience is the ability to anticipate, absorb and recover from shocks
and stresses.

* Resilience and sustainability for CAFOD is an analysis lens, not an outcome per se.
Undertaking a resilience and sustainability analysis helps partners to both
understand the drivers of poverty and disempowerment for communities and
design a response that reflects interconnected nature of these challenges.

* Avresilience and sustainability analysis should be integrated and
interdisciplinary. For example a food security programme in the Sahel may
need DRR, water management, agricultural and environmental management
skills to address the core problem.

* Resilience and sustainability analysis can support climate change adaptation.

« Sustainability is the protection of community assets (human, social, physical,
natural and financial) for future generations. This includes any assets that are
gained by the community in development processes, CAFOD should ensure
that all assets benefit current and future generations.

14 This tool is used widely at CAFOD and is available on sharepoint.
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* Resilience must be understood in the context of wider economic, social

and environmental externalities. These issues will impact on the sustainability
of interventions.

« Anintegrated analysis at the programme design stage will help capture the
multifaceted nature of the problems faced by communities which can then
lead to integrated responses.

Figure 1: An example of a conceptual framing of resilience and sustainability.

Resilience and Sustainability

Outcome

Environmental management and
Participatory governance
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% Tool 5:
Competitor Analysis

The following two tools seek to provide a simple framework in which the strength
and nature of competition to the enterprise can be assessed. Understanding
competitiontoanenterpriseis clearly importantinassessingits chances of success.

Simple

The following six-step process might be useful to encourage CAFOD partners or the

enterprise to consider the nature and extent of competition that the enterprise is

likely to encounter:

« List your major competitors;

« List what you believe to be the key competitive factors facing your enterprise
(e.g. price, quality, location, service, reliability, packaging etc.);

« Assess how important each of these factors are to your existing and
target consumers;

« Assess how you perform against each criteria (describe your product, highlight
it as a ‘strength’ or ‘weakness’ (perhaps seek a third party input);

*  Now analyze each major competitor. In a few words, state how you think
they compare.

* Inthe final column, estimate the importance of each competitive factor to the
customer: High, Medium or Low.

Table 1: Competitive Analysis

Your Enterprise Your Competition Importance

FACTOR Describe Strength Weakness | Competitor A | Competitor B t_° Custorr_ler
Factor (High/ Medium/

Low)

Products

Price
Quality
Selection

Service
Reliability
Stability
Expertise

Company
Reputation

Location

It is not necessary to plough through the whole process but it is possible to use
the logic to have a conversation with the entrepreneur and raise awareness of the
impact of the competition.

Advanced Tool:

For a more sophisticated competitor analysis you could consider Porter’s 5 Forces.
Porter was a Professor at Harvard Business school who produced a seminal paper
entitled “The Five Forces that Shape Strategy”

His theory was broadly that there are a number of competitive forces that you need

to consider:

1. Established rivals;

2. Powerful customers: can force down prices by playing you against
your competitors;

3. Powerful suppliers may constrain your profits by charging higher prices;

4. Aspiring entrants into your market can raise the bar (innovate) and force you
to change or adapt your offer;

5. Substitute offerings can lure customers away.

46 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development CAFOD
Justone world



Threat
of New
Entrants

Bargaining Power Competitive Rivalry Bargaining Power
of Suppliers within the Industry of Buyers

Threat of
Substitutes

By understanding these forces you can try to develop a strategy that:

« Positions the enterprise where the competitive forces are weakest;
* Exploit changes in the forces (e.g. acknowledge a significant trends and get
ahead of the competition)
e Reshape the forces in your favour e.g.
1. Neutralise supplier power by identifying other suppliers
2. Offer added value to customers to make defection harder
3. Enhance products to differentiate from existing competitors
4. To scare off new entrants increase fixed costs of competing
e.g. increase R&D
5. To limit threat of substitutes and offer new mechanisms to buy products

Links:
Porter, M. 2008. The Five Competitive Forces That Shape Strategy, Harvard Business Review.
http://hbr.org/2008/01/the-five-competitive-forces-that-shape-strategy/ar/1
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Tool 6:
Context Analysis using the SWOT and PESTLER

7S

The following two Tools (SWOT and PESTER analysis) are designed to help CAFOD
and partners better understand the context in which they are situating an initiative
and thereby enabling the design to respond to better reflect this context. The first
is a simple SWOT analysis the second is an established CAFOD tool, the PESTLER.

SWOT

The SWOT analysis begins by conducting an inventory of internal strengths and
weaknesses in your organisation. You will then note the external opportunities
and threats that may affect the organisation, based on your market and the overall
environment. Don’t be concerned about elaborating on these topics at this stage;
bullet points may be the best way to begin. The primary purpose of the SWOT
analysis is to identify and assign each significant factor, positive and negative, to
one of the four categories, allowing you to take an objective look at your enterprise.

e Strengths: describe the positive
attributes, tangible and intangible, internal

to your organisation. They are within SWOT Analysis

your control. What do you do well? What
resources do you have? What advantages
do you have over your competition?

Strengths

« Technological skills

* Leading Brands

« Distribution channels

» Customer Loyalty/ Relationships
* Production Quality

= Scale

* Management

» Weaknesses: are there factors that are
within your control that detract from your
ability to obtain or maintain a competitive
edge? Which areas might you improve?

* Sub-scale

Weaknesses

» Absence of important skills
* Weak brands

= Poor access to distribution
» Lower customer retention

= Unreliable product/ service

* Management

 Opportunities: assess the external
attractive factors thatrepresent the reason

Opportunities Threats

for your enterprise to exist and prosper.
These are external to your enterprise.
What opportunities exist in your market, or
in the environment, from which you hope
to benefit?

« Changing customer tastes

» Technological advances

= Changes in government politics
* Lower personal taxes

= Change in population age

» New distribution channels

= Changing customer base

« Closing of geographic
markets

» Technological advances

= Changes in goverment politics

= Tax increases

e Threats: include factors beyond your
control that could place your marketing

* Change in population age
* New distribution channels

strategy, or the enterprise itself, at risk.
These are also external — you have no
control over them, but you may benefit by
having contingency plans to address them
if they should occur.

Positive

The internal strengths and weaknesses, compared to the external opportunities
and threats, can offer additional insight into the condition and potential of
the enterprise. How can you use the strengths to better take advantage of the
opportunities ahead and minimize the harm that threats may introduce if they
become a reality? How can weaknesses be minimized or eliminated? The true value
of the SWOT analysis is in bringing this information together, to assess the most
promising opportunities and the most crucial issues.
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PESTLER: SITUATION ANALYSIS

Situation analysis focuses on capturing information about local and national
contexts, including the Government and donor policy environment, together
with what local government, private sector, local civil society actors and sister
organisations are doing.

PESTLER is an acronym for:

political
economic
social
technological
legal

nv environmental
religious

Amr—<4uvnmo

These headings are simply prompts to frame the analysis.

When should a Situation Analysis be carried out?

An initial data gathering exercise is carried out in the analysis stage of developing
any programme or project. When development moves into the designing exactly
how the programme or project will be implemented then a more specific and
in-depth analysis is needed with respect to the proposed programme goal and
anticipated programme outcomes.

How to use this tool

Step 1: Before using this tool, the following must be considered:

* How to structure the analysis to give it focus and depth?

*  Which “headings” are most relevant? This will depend on the nature of
the problem / opportunity and the changes the programme is designed to
bring about.

 What areas to focus on within one or two broad headings? Examples:
A Sustainable Livelihoods programme might want to look at the current
situation and any anticipated changes in source and provision of agricultural
extension information (technological changes).

«  Where information needed might be found?

¢ Who will inform the analysis?

* How information can be cross-checked or validated from less well know
sources? Examples: you may need information on particular laws, policies
or regulations which you may not be familiar with. This may mean you may
need to access a stakeholder or ‘expert’ that you don’t normally talk to such
as a Chamber of Business, an academic or a legal adviser.

Step 2: Obtain a clear understanding about the goal of the programme. It
is important the goal is described in clear terms in view of target group,
geographical location and content.

Step 3: For each of the PESTLER heading chosen ask, “What are the opportunities
under this heading towards the programme goal”, rather than “What are the
threats towards the programme goal”?

Step 4: Then bring the element of gender into the picture. Is there a fundamental
difference for men and women?

Step 5: Draw conclusions e.g. how will this be incorporated into the design of the
programme? How will this be put into action?
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% Tool 7:
Mapping the Market

The following Tools draw directly on the Practical Action’s” Market Mapping Guide
to help understand the nature of markets. The first introduces the Market Map
concept and the second outlines how to conduct a workshop.

The Market Map

“In order to make some sense out of the complexity of market systems, Practical
Action uses a model that splits markets into three fields that are constantly
interacting and influencing one another. The actors in these three fields, the
relationships amongst them and the forces that influence those relationships
constitute a market system. The three fields are:

* Market chain: the chain of actors who own the product as it moves from primary
producers to final consumers. For example, seeds, traders, processors, exporters,
wholesalers and retailers.

* Input/service providers: the actors who provide inputs and services that
support the market chain actors’ operations. For example, fertiliser and tool
distributors, microfinance institutions, banks, transporters, business advisors,
agricultural research institutions, packaging designers and cooperatives providing
health or education services.

* Enablingenvironment:the critical factors and trends that shape the operations,
investments and decisions of market chain actors and input/service providers,
and that are beyond the direct control of any given actor in the market system.
For example, tax laws, attitudes towards gender, road conditions, soil quality,
rain patterns, telecommunications, agricultural and extension policies, quality
standards, business ethics, and government transparency and accountability.”

The result of this process is a physical representation of the market or ‘Market Map’:

The Market Map (a generic schematic)

THE ENABLING

TRADE BUSINESS LAND ENVIRONMENT
STANDARDS REGULATION REGISTRIES

Tﬁ:"& CONTRACT OFFICIAL QA CONSUMER
el 8 ENFORCEMENT CORRUPTION INSTITUTIONS TRENDS

EXPORT 3
MARKETS 7| LaRGE-SCALE
\ PROCESSORS  |*)/ INTERMD.
TRADERS
DOMESTICMASS | —
MARKETS ) :
7 /" FINAL '
INSTITUTIONAL - +{ probuCT
TERLE R R - ¥
CUSTOMERS ? U
.
NICHE
MARKETS
BUSINESS & FACILITAT'N UPGRADING MARKET FINANCIAL
OF LINKAGES STANDARDS INFORMATION SERVICES
EXTENSION SERVICES
PRODUCT PRODUCER INPUT
DIVERSIFICAT'N COORDINATION SUPPLIES

Yhttp://practicalaction.org/market-mapping
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Mapping the Market Workshop: A Roadmap

The following is a workshop outline developed for a particular CAFOD initiative. It
draws on the Practical Action’s framework:

Objective

To rapidly map the market in which the enterprise is situated. This map should
cover the stages and actors in the value chain, the enabling environment and those
business and extension service available to the actors in the value chain to provide
context for the ‘enterprise’ assessment, guide and shape future thinking.

Who?

Small number of stakeholders (8 — 20 max) representing, for example, project staff,
partners, producers/beneficiaries; government; commercial actors. Select players
who you trust, who will be supportive and understand that this initial engagement
is a first step in a larger process.

What?

Pre-Workshop Preparation: Whilst the workshop is designed to rapidly map and
assess the market in which the enterprise sits and is designed to provide a space
for key stakeholders to inform the discussion, preparatory reading of existing
documentation is important to inform the workshop facilitator. Existing project
reports, evaluations, value chain analysis, government policies and items of news
relating to the market will all be of value.

Ask participants to describe the focus value chain. Start from each end (e.g. Farmer/

poor to consumer) of the value chain and the then work in;

= Who are the main actors?

e What do they do?

* How effective are they?

= Who are the competitors at each stage?

« Ask participants to identify the supporting services or inputs that affect the
success of the business; What are they? (Map functions not actors).

* What do they do?

* How effective are they?

*  What are their constraints?

e Ask participants to identify the key elements of the Enabling Environment
that affect the business.

e What are they (e.g. policies, standards, laws, norms)?

e What do they do?

« How effective are they?

*  What are their constraints?

Identify knowledge gaps (as you go along) and if possible, list on other sheet of
flipchart paper.

When the initial map is complete review it to:

* Identify constraints to growth (list on flipchart paper and/or mark on the map
with red dots).

*  Which are the key actors to engage further?

« If you have time prioritise the key challenges from the most important to
address to the least- you could use beans for this or give people dots to ‘vote’
for the most important challenges on the flipchart paper.

Thank participants for their time and confirm that you will send them a copy of the
workshop’s report.
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How?

Try to make the session as informal and enjoyable as possible.

Open room circle of chairs or a couple of big tables (ensure stakeholders mix on
tables).

State the objective.

Place 4 x flip chart sheets on the wall to form a large square.

Divide ‘sheet’ into 3 horizontal rows.

Use post-its to describe each stage in the value chain (or element of the enabling
environment and supporting services).

Put other flipchart paper on a stand or on a wall to record knowledge gaps and key
constraints.

When?
It is suggested that this session helps to set the context for the enterprise
assessment and should therefore take place early in the process.

Time
Approximately 2 hours.

What you need?

* Pad of flipchart paper

* Masking tape

e Blue tack

e Post-its (3 colours if possible)
 Some sticky dots (optional)

* Beans (for basic ranking exercise)

Write Up

Write up or photo flipcharts to capture key data and share with participants. Include
as an annex to the enterprise report. Then use this information to integrate into
project design. Who are the stakeholders you need to engage with? Which are the
weakest links in the market? What are the advocacy pinch points? What further
information do we need to gather?

CAF®D
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% Tool 8:
Who is an Entrepreneur?

Successful enterprises require dynamic and successful entrepreneurs. The following
tool describes the key attributes of an entrepreneur. It might form the basis of a
conversation with partners to assess the level of entrepreneurial or leadership
capacity within the enterprise.

Who Is An Entrepreneur?

A person who:-

« ldentifies or perceives new business opportunities in the environment;

* Analyses how his proposed goods / services could best meet the unsatisfied
market need;

e Sets-up a business enterprise or corporate vehicle to carry out the business;

* Mobilises the necessary resources (money, materials, machinery, labour
management, technology etc.) to implement projects;

« Manages and converts these resources into goods / services for sale to
customers / users for profit.

Qualities of entrepreneurs

« Self-confidence

* Goal setting

e Calculated risk-taking

e Ability to scan environment

* Feedback seeking

* Internal locus of control

e Tolerance for ambiguity

« Concern for excellence/perfection

* Long term involvement/ongoing concern
« Organised

« Capable of analysing the BEE, risks and opportunities.

The main defining qualities of entrepreneurs

There are four main defining qualities of entrepreneurs:

* Strong need to compete with others (want to do things better than others and
isindicated by a strong sense of competitioni.e. being the best in what they do).

* Need to meet self-imposed standards of excellence - they have their own
standards of excellence.

* Need to seek long-term benefits (working hard to improve one’s own skills or
achieve career success. Desire for long-term involvement i.e. they look far into
the future not just the short- term).

CAFO®D Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 53
Justone world



paJeys pue paje|ndniJe pue
pauyap |[am AJaA sanadalqo paJeys pue Jea[d saAlalqo uowwod/paJeys jou saA3dalqo Jea|d j0u saARalqo saA3dalqo oN
JUg|aIx3 = ybiH = € aberony = g MmoT =1 8UON = 0
*(dnoub ay3 Jo uoisin g sjeob ‘asodind) san130alqo uowwod/paieys aaey dnoib ayy seoq ‘¢
paau paljuapl Ajoeded payoe| paldod pue diysiaumo dnoub 91 ang 1esp
JO 1IN0 UOIRWIO0J-4|9S | 3INg paau mes dnoto 3} Inoge pJeay pey dnolo uUOSeaJ P|OS pue PadU MBS S|BUJ3IX] Jou uoseay
JU3J[oIX3 = ¥ ybiH = € obeiony = ¢ 100d = T 1004 A1on = 0

¢pawdoy dnodb ayy sem Aym ‘¢

"931ep sIY}
A1essadau 1abuQ| '91ep SIY] | S|BUIDIXD JO JUDWIDA|OAUI *JU91Ixd 1ea.b dnouab ay3 bujuunu
ou s| } ‘papinoid pue S|BUJDIXD JO JUDWSA|OAUI |[PWIUI "MeIS B 03 PAAJOAUI ||13S dJe |113S S|euJaIXa ‘a1ep 03 dn
1ybnos sem oddns |ELIIUIW DWOS S| 24943 pue 1B S|BD0| pue S|eulaixa S|euJt23x3 "uoIe3INSU0d pue sjeulaixa Aq sem dnoub
jeusayxa ybnoys jenid Auaa sem oddns usIMl=aq SUOISSNISIp |ewiuiw yijim uoljeuliol ay3 bujwuio4 *(uoizeyNsuod
USAJ "paieniul-j|os |eulalxa ‘pajeniul-j|as |eninw 1ng eapi |20 pue eap| [eulaixgy ou) eapl |PUIDIXT
Judjiadx3 = ¢ ybiH = £ obeiony = 2 100d = T 100d A19p = 0

¢Repol 01 dn eapl siyl @dueApe 01 pauaddey usyjl 1IBYM ¢3 Sem eapl 9soym - pawdo) dnoab ayy sem moH T

saAoalqo pue uoisiA s,dnodo :g uoiP3S

psamo pa 1T S
PIM# |gesia# Ajleaiuolyd# Slewad# So|el #
aAoge g [SEEYS siealk L1301 diysiaqua - 8Y
sieahA Go# G9 - 0S# 6 - 0C# sieoA Oz mojed #
(3urod awos je paAjossiIp
sem dnodb ji uoseal a3e35)pawiio) sem dnodb Jesp - 2y
AJ10ads - dnoio | Jawded
4410 = 8 qnid yijesH = £ Moddns = 9 =9
uap.ieo IVSI (ozeridosdde
=¥ vl = € vOI/IvSI = =I )o13)adA)L dnodp - gy sweN s,dnoap - gy
-oN
i SawepN ,sdojejijded -py piem- €V PIsigq - ¢v SWweN O9N - TV :9}eqg
uonew.ojul diydesbowag 19qud B UOCIILOJIIUSPTI dNOJD iy UOIIDBS

'SUOIlUaAIa}UI pa]-dnoub Jojluow pup pupisiapun 01 noh sdjay j00] buimo]jos ay] "uo13biadood bulziwixpw pup }2IJU0d bupbIIw ‘sal} AluNwWwod
buiuayibualils 10} 3)21YaA D 3q UDD pub $224N0SaJ jood pup Ysu ppaids djay sdnoun -91pas pup AduaIdIYd Sb JDJ 0S ul [plrualod abny b anoy sasiidialua
paj -dnoun ‘sdnoub jo yibuails ayy ssassov 03 siauliod puo JYols awwoiboid go4vd sdiay puo (amqoquiiz ‘6°3) dO4VvD ulyym pasn Apoau)o si 1001 SIyL

Group Maturity Index (GMI) Tool

Tool 9

7004 (IWD) XIAaNI ALIRINLYW dNOUD :6 T00L

7S

Justone world

CAFOD

54 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development



uonnedpniied
/Aduaaedsuesy JAdesdowaq

diysioieiig

U9|j33X3 = ¢

YbIH = €

abelony =g

SUON = 0

219 S12pe3| JO Uoid3eS ¥

aoe|d ul aunjonals uoddns |eaiuyday swos ybnoayy $9|0J 3noge Jesp | aanjonas diysispes| aJnjonas
diys.iapea| |euojpuny pue buipjing Ajioeded bujobiapun jo ssadold 2yl | 10U siequiaw 1ng a2e|d J11sijenpiAlpul | diystapes)
paaJbe ‘pauyop AMe9D Ul staquiaw g aoe|d ul ain3onJals diysiapeaT ul 24n3onJ43s diysaopean pue 20y-py ON
Juajadx3 = b ybiH = £ obeisAy = 2 MoT =T 2UON = 0
¢a4nynas diysiapes| e aaey dnodb ayjy seoq €

1UBWIdI0UD 1uswadlojus pue RVETVERIGITE] AVETVERIGITE) uoIINIISUOD ON ‘||e

] 3duUalaype |L10L ddualaype Jo s|an3a| ybiy Q ddUalaype dAIIB|9S | pue adualsaype mo 1B JUBWD.0JU3 10 3dUsI3Ype oN
IEE R 4 ybiH = € obeiony = g MOT =T 2UON = 0
UOI31N}I3SUOD JO JUBWSDI04UD puk ‘0] aduaJlaype JO [9AdT 'Z

sanoyne Aq paiijad sapoyne slaguiaw 0} slaquiaw 03 Jea|d AJoA S9|NJ JO UOISSNDS|P

pue siaquwauw 03 4edd ‘Joddns | AQ paI3ad g slaquiaw e3> Ing uoIIN3IISUOD 30U UOJIN}IISU0D payedp lou paye.p
|EDIUY2D]} UM PIYRID-||IDM 03 Je3|2 "UsPHIM [IPM yelp/usnlmun Ally231as 10 ualjmun uol3N3iIsuod oN
UB|190X3 = & ybiH = £ obelony = MO =T SUON = 0

£payelp UoIIN3IASUOD a3 sem Moy 'Sak JI ¢UoiIn3iasuod e aaey dnodb ay3 seoq

T

SONSST 90UBUIDAO0D D UOIIIIS

S9A103[qo s/dnodb ay]
01 paubije A|ybiy aJe sa3iAlDY

JOU S3UO0 MU M3j sWOsS
ang paubije seniiAlOe peolq ||y

paubije saniAnoe
peo.q 150l

paubije saniAloe
peo.q maj awos

S1SIXD
diysuoiiejal 30241p oN

Udj|adX3 = &

ybIH =

£ abeiany = g

juawuble oN = 0

'S

(Juswiabpnr s,103e}[10B]) "SBAI109[q0 ay3 03 SsaljiAlRoe s,dnolb ay] ale paubije moH
A|buipiodoe
buipuswa|dwi pue aoeld ul sueid Ajuep Ayoiays Ausa
|e20| paulep-||om e sey dnoub ayy aoe|d ul ue|d pauyap [I9M syoe| 3ng aoejd ul S| ueld ng ue|d JO pup| awos ue|d oN
SENER R ybiH = £ abeiony =7 Mol =T SUON = 0

¢SoAdalqo sy 199w 03 ued e aaey dnoldb ayy seoq ¥

Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 55

Justone world

CAFOD



[|e 1e uondniiod
ou /Ajjigejunodoe
g Aduadedsueny
40 s|12A3| ybiy

Ajljigejunodde

g Adualedsuedy

ybiy ‘o1 uondniiod jo
S9SBD 2Jed ale 2J3yl

uondnilod sased
M3} /AJjIgejunodde
g Adualedsuedy oN

Aouausedsuel] JO S|9AI] MOT

uondn.uod Jo sased
juanbauy /AjlIgeaunodoe Y

uondn.iod
Jo sased Auew /Ajljigejunodoe
¥y Adualedsuedy oN

juswabeuew 10ju0d pue
UO0ISBY0D JO S|2AD| JUB||20X]
‘aLI3 OU Je pue ||e 3. 10N

poob yuoisayod
40 [3A3] ybly sey
dnoub *Ajpaey

S| Juawabeuew
121]4U0D ¥ UOISBYOD
dnoub - sawiy 1y

swa|qo.d |13s aJe Juswabeu

‘2wl @243 JO jsowl

10114U0D g UOISaY0D dnoJD

IEERCEER 4 ybiH = € oberony = 2 MO =T 2UON = 0
(Ajuo s1aquidw dnoan)Alljigeiunodde R Adualedsued) JO S|PAST /.

jusawabeuew
PI4u0d *BNSS| UB SBW|IDWIOS wsa|qo4d Jofew e |ji1s

s| Juswabeuew 10)4u0d
xguolsayod dnolo
oWl B3 ||B — SOA

ew

1U3j[a0X3 = P

YbIH = £

obeiony = g

10od = 0

(uonsanb siaquwaw dnoun
(3uswabeuew 1211JUOD) WBY] PBA|OSDI BARY NOA MOy g 8say] ulejdxa (uolsayod) dnoub e se bupjiom ul swajqold jeuostadiajul Aue adej noA oQ

uoI1e]|NSuUo0d uone3Nsucd
pue uonediniaed pue uonedpied uoeNSuUod pue uoI11e1|NSUOD pue e e
10 S|3A9| 1UD||90XT 10 S|2A3| ybIH uonediyed Jo s|aA3| abelaay uonediyed Jo S|2A3] MO uonedpiued oN
JU9)ja2x] = b ybly = € abelany = g MOT = T SUON = 0

*(Ajuo siaquaw 03 payysy) buiuue|d g Bupjew uOoISIDSP Ul SIBqWAW JO UOIIR}NSU0D JO [9ADT] 9

juswabeuew
W diysiapes|
10 abpajmou]

jua|22X3

Jouitw Ajuo Buipasu buisixa
swa31sAs pue spJodad poob
AQ paouapiad juswabeurw R
diysiapes)| jo abpajmouy ybiH

sjuawanolduwl

1uawanolduwi

Buipaau [j13s ybnoya Bunsixa
Swa3sAs pue spiodad poob Aq
paoUdPIAD Se Juswabeuew B
diysiapes| Jo abpajmouy pooo

"1day

Aldadoud jou Ing Buiasixa
SpJo23aJ AQ paJduapIAd se
juawebeuew Q diysiopes)
uo abpajmouy| Jo |9A3] 400d

uolouny
1,U0p 1BU3l SWa3sAs pue
SpJodaJl Ag paJuapIAS se
juswabeuew g diysiapes|
Jo abpajmouy oN

JUafaIX3 = ¢

YbiH = €

abeiony = g

MO = I

S3UON = 0

(suoissndsip diysiapea] — dnoib jJo swalsAs ® spiodal buimainad 1alje pajey) juswabeuew g diysiapes| JO abpa|Mou) JO [9AS] 'S

siaqwaw dnoub
2y3 Jo Aue AQ paAladal

Bbuip|ing Ajipedes

23 JO SI2QUBLL SLIOS 104

dnoub

siaquiaw maj Ag/siaquiawl

sJiaqwaw
dnouib ayz jo Aue

Justone world

CAFOD

sem Buip|ing Ayoeded
40 Bujuiesy yuenaslau
pue palinbaJ ayy ||1v
QUsj[adxq = ¥

pue bujuiesy Aiessadau
pue jueAa|a4 243 JO 3sow
paAl@DdaJd slaqwaw dnodo

YbIH = €

/ abpajmou> pue s||iXs paJinbau
9y3 JO 2WOS 10) PIAISIa] SBM
Bbuipjing A3ioeded pue Bujuied]
obelony = 7

dnoub ay3 Aq paniedal
sem buip|ing Ajyoeded

Jo Bululedy paywi| AJaA Jo Bujujey oN
MOT =T 2UON =0

(uonysanb siyj payse ase Ajuo siaped| dnolan

- uopeuwlloj dnoub aouls Ul Wil ) ¢uoiRW.I0) s3I 3duls diysiapeal dnoab ayy Ag paniadad alom yoddns |eajuydaal pue buiping Ajpeded ‘bujuiely yonw moH

AQ paAladal sem
Buipjing Ajpeden

56 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development



S31103U3AU| 19sse buipnpoul (sidiedad) sjuawnoop Joddns |elauassa 1SIX3
AqQ poyoddns aJe 9sayj pue 31s1xd (|eloueuly) suoijoesued) Jo saynuly SpJodal ON
JuUd|jdX3 = b ybiH = £ | obeioay = g MOl =T SUON = 0

(s1apes| wouy pasjse i3 pajsanbaa a1e sjuawndop ay ) 'splodal AI0jUsAUl }@SSe/jepueuly — splodad s,dnodb ayj Jo plepueis syl ‘¢

"21ep 03 dn a1e 2say] pue 1sIXa (019 33ep 03 dn 10U 339|dWwod J0ou spJodal MO[]0J 03 3[N21YIP ING 1SIX®
sbuijoaw) SUOIIIBSURI] JO S2INUIK | WS ING 1SIXa SAINUI pue saINUIW BWOS SpJ022J JO puly aWos SPJ02aJ ON
JU8Jjox3 = b UbIH = € abesaAy = g MOT =T 3UON = 0

(Ajuo siapesd] wody padjse B paisanbad aide sjuswndop ayyl) ' soinulw ‘syodad AJlanoe s,dnoab ayj Jo piepueisayl T

swdlsAs dnoup :3 uonoas

uopesiuebuo
dnoub dnoub ay3 Aq $92J4N0S3J payiwl]| 10 >oe| /asualadwodul
dnoab ayy AQ s224n0sa. 9y3 AQ s924nosal $92.4n0saJ Jo diysplemals 031 anp diyspiemals 40 1no dnoub ay3
jo diyspiemals g Jo diyspiemals g 9dueUAUIRW g 9dueUUIRW AQ s924n0saJ jo diyspiemals
dUBRUDIUIBW JUD||9IXT | @ ddUBUDIUIRW POOD) paroJdw) S| aJayl Jood s| aJayL g SoUBUDIUIEW OU S| 349y
JUgj/adX3 = ¥ poon = g abelrony = g 100d = [ SUON = 0

(eseyy

JO s9jes pue sdueUUIRW 10y ue|d e S| 249Y3) JI pue sjasse s,dnolb 3y} Jo uoIHpUOd 3Y3 IPadsul 0} W} Puly OS|e B }SY) S224N0SaJ JO dIYSPIeMIIS puR SJURUIIUIRI

s19sse padinbal ayl S9IIAIOR S1I 10J Sadinbau 1 salinbad 31 s19sse ay3 Jo
s19sse padinbad ||e sumo dnouo 10O 1s0W Sumo dnolo s19sse 9yl Jley 1noge sumo dnolo M) AJaA sumo/sey dnod | siasse oN
usljadx3 = ybiH = £ sbeisAy = ¢ MO7] =T | oUON =0
(uonewuoy dnoab aoujs aul awi]l) 2wl Jaao (dnoib jo adA3 ayl 03 Jueasjal Juawdinba Wy sjasse 10j) diysiaumo [eaided pue 13ssy

*Alessadau ‘J1oddns |eulajxa ade|dal 0] ISIXD

j0u se papJebad s| 1oddns [eutaixa pue dnoub aya S9AI3eUIS}|R OU pue dnodb ay3 apISIN0 WOl
9PISINO WOl S| 9%0¢ dA0qe pajyblom 921nosas oN 1113s @Je 90 aA0ge pajybiom sa2unosad ||y
we|edXx3 =¢| YybiIH=¢€ sbeioay =z | mor=T1 SUON = 0

¢ -dn saup 221no0s J1 3eyp., Aq apnjpuo) 'buinybiam g s921n0S 931n0say ‘bunnybiom 3 buiddew 331n0say

uonesj|Iqo 224N0SaY pue S221N0SaY i@ UO01NIAS |

Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 57

Justone world

CAFOD



s)youRq |euoippe
pue sjyauaqg paypadxa buieb si AJunwwod ayl

21N31NJ Jeau ayj Ul sjiysusq ou 1sabbns
90UDpPIAD pue 3lep 03 dn Ss1iyauaq ON

U3J|33XT = &

UblH = €

abelany = g

mol=r SUON = 0

ésanljiqisuodsaa AJlunwwod s, dnolb ay3 jo 3nsaJ e se Ajlunwwio) a3 Aq pauieb usaq sey 1eym

S}Jjauaq |euoilippe pue sljauaq pajyadxa
buialeb aJe sioquiaw |enpiaipul dnoab syl

21n]nj Jeau sy Ul Sjijauaq ou 358bbns
20USPIAD pue 23ep 03 dn sjyauaq oN

JU3)j22X3 = b

UbiH = £

abelony = g

MOT =T auoN = 0

(Ajuo 1omsue

st1aquidw dnouan Xsy) ¢20uUa3sIxa s,dnolb ayj Jo JINsad e se sJaquiaWl [eNnpIAIPUT 2yl AQ pauieb uaaqg aAey 1eym

S)yeuaq [euonippe
pue sjiauaq payadxs buinlab ale siaquisw ||y

21n3nj Jeau ay3 u] s3iyduaq ou
1s9b6bns acuspiAs pue ajep 03 dn sjauaq oN

JU3[|90XT = ¥

ybiH = &

obeiory = g

MO =T QUON =0

(uonsan

sIy3 1amsue staquaw dnoab AjuQ) ;ao5uaisixa s,dnoab ayy Jo 3 nsad e se dnoub ayy Aq pauieb usaq aaey jeym

Ss)iJjeuaq ayl yym paljsiies ale siaquiswl
||l pue 32w Bujaq aie saARda(qo ||V

N21Ip ulewsad |IMm saARRalgo Bunassw 1eyy 1sabbns
9JUSPIAS pue 33ep 0] dn 1aw us3qg sey aAID3[qo oN

JU9[j0X3 = ¥

ybiH =€

abeiony = 7

MOT = T

2UON = 0

(yoea ybnouyy ob pue aiow aduo asodind pue |eob *

UOISIA S,dnouab ayj In0 ||nd) SaAI1103[q0o S,dnoab JO JUBWSABIYDIR JO [9AS]

3oedwI UOIUBAIDIUT :4 UOIPDDS

‘suonelado
J12y3 aulad 01 1 wody sutes| dnodb ayl pue aoe|d ul s| ssadoud
uopda|al pue malAal g Buliojiuow Jeinbal pue pajielsp v

2oe|d
Ul UOID3|Jod pue M3IA3I
ou pue Bupiojiuow o

JU9[|90X3 = ¥

ybiH = €

abetony = g

molT=r1 QUON = 0

op Asyjl Aem ayj aulad 0] UOIIRWIOLUI/SNSD] DY) BSn pue salllAle s]1 Jo 1pedwl pue ssaiboad malnaa ‘1osad ‘a3enjeas ‘aojiuow Ajueinbaa dnoub sy seoq '+

ésbuiyy

*dnodb ay) pue sispjoyaxeis Yiim uondelaul
|eldyauURq pue ybiy Jo 20UaPIAD SI 24941

S1apjoyaels syl pue
dnoub ay) usamiag S1SIX2 UOI3DRIDIUI ON

UB[j25XT = b

yblH = €

abeiony = 2

MmoT=1 QUON =0

‘suonesiueb.io jioddns jo pie ay3 yym ueyl umo 113y3 Uo SI13p[oyadxels YyiIm uoizoedajul ajealjioej eyl sdnolb
03 Bujijed Jaybry snp (‘sisheld joxdew A3y apnppul siapjoyaxeis) (Wwsayj yum oedaiul Asyy op moy pue siaspjoyaxels Ay s,dnolb ayy ale oym ‘€

Justone world

CAFOD

58 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development



‘sJaad
J13y3 Jo peaye Je) ade sI1aquIdW 3DUSBPIAD S| 949yl || 3B UD3S SI dUJIBUIP ON
abelony
jusjjeixy = ¢ ybiH = £ =z MOT =T SUON = 0

dnoub ayj ul Jou aie oym siaad

JINoA pue J|9SJIn0A ul saouaJayip 2ARIsod Aue @3s noA oqg T

‘suolyenyis buibueyd 03 ||aMm
AJan sydepe pue jualjisad Alybiy si dnoug

‘suoljeniis buibueys o3 bundepe
JO 9|gededu) s| pue juajjisad jJou si dnouo

JUgj[a3xX3 =

obeiony
ybiH = € =z

Mol =171

SUON = 0

"S320US UM |eap 01 ABaieds g ue|d e aaey A3yl op JO 'S320yS awediaAo dnolb syl Moy pue suoieniis SIS Ul Spuadl Jo sisA|euy

‘pe3@bpnq 1o pajebiel ‘pauueld Jo %S/ | %SZ B 0S %085 pe19bpnq 10 pa1abiey ‘peuueld JO 9467 S1USWISaAUl ON
9A0(E JO S1UsW]SaAUl Q mmc_>mm r_m__._ usamilag QY G¢ Uoomlag ueyj sso| 1NQ SsisiXo SjusWlsaAul Q mmc_>mm ‘e je mmr__>mm ON
Juajjadxy = p ybiH = € obeiony = g MoOT =T SUON = 0

sjuawiasaAaul pue sbuiaes dnouo

*yaeap ybnodauyy Ajuo
10 [ewuiwl ‘moj AJaA st aaaoudny “ybiy AJsA si
saiAloe dnodb Jo souepualie pue uonedilied

“ybiy Ausna si saaouany “1ood AJDA S|
sai3IAI30e dnodb jo @ouepuaiie pue uoijeddilied

FTIEERE I

ybiH = € obelony = 2

Mol =1

SUON = 0

(st1opeaj o3 A

JUO paxse siI siy1) ;usaq diysiaquiall U] JOAOUIN] 91B] 2JUBepualle ay] SBY MOH

‘palisiies Apesun paysies

]1SIX@ []13S uoijeJisnd]

|erueIsqns g paysizes Aj3sow

10U AJ3SOW INQ UOIIEJSIIES BWOS

palsnes
‘U0IIBJSIIeS ON

Addey Aisp = & Addey = ¢

abeloAy = 2

ARYblls =1 //e1e 10N = 0

(s1oquaw dnoub o3 Ajuo paysy) ;dno.b siyy ul aq o3 Addey noA auy

AJlunwiwiod Japim Ajunwiuwiod
3yl 03 |eDJauaq aJe 1ey] SaI3AIDR/SIUBAD Ul pabebua Ajjueisuo) J3pIM Yaim Uil ON
Jua|adx3 = P ybiH = £ obeioAy = Mo =1 2UON = 0

Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 59

Justone world

CAFOD



VUV LSINVIM UIFHL OL SV SdNOUD FHL Ol

MOVvad33d ANV S3H0IS 3STHL NO XIVE 1037438 NVD dOLVIITIOVH FHL

(syjuow 03 J9AUOD) uoielIng

a2/geuieisns = ¢ ainjep = €

yimolan = g uonew.o4/Aouejuy = 1

(Aoua3sIsuod 10j syjuow u| pJoday)

¢4ej 0s ybnouyj passed sey 3| sebejs ayj Jo yoes ybnouyl ob 03 axe3 dnoub syl pip buo|] moH

suoseay

a/geureisns = ¢

auniep = £ ymmoln = g uonewdo4/Aouejur = 1

abeis sy 1e si dnoib unoA yuiylz noA Aym suosead a9 U0 Apua

11n2 s| dnodb ay3 AJljigeuleisns g Ajluniew ‘yimodab jo abeis 1eym uo uondaddad anoAk s,jeym

Ajljigeuleisns g Ajanjew ‘yymoub sy jo uojydaduad g buijes umo s,dnodo 19 uoi3dS

pauipow Ajjealb usaq os|e
sey 1oafoud |euibiio ayz pue |euiblio ayy
Jo dol uo pappe uaaq aney s3dafoid aio

sawin
Buibueys 03 3depe 03 payyipow bulaq jou
94B SBIIAIFOL JUS.IIND Y UOIIRDIISIDAIP ON

JU3J[2OXT = P

ybiH =g | sbeiany =g | moy =1 SUON = 0

syoaloud s,dnoub Jo uoeDIYISIBAIP pUBR UOIIBAOUUI JO [BADT] T

Justone world

CAFOD

60 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development



Tool 10: Analysing
the Business Environment

The point of any Business Environment (BE) analysis /BE scan is to get a broad
and strong understanding of the issues within the BE that may impact on small
businesses in your ED project. There is no right or wrong way to do this though the
tool below draws on the PESTLER analysis in tool 7 and provides one method that
may be useful to you.

Remember:

The enabling environment: The set of policies, institutions, regulations, support
services, social norms and other conditions that collectively improve or create
a general business setting where enterprises and business activities can start,
develop and thrive.

WHO SHOULD LEAD THE PROCESS?

Any BE scan should be done in close partnership with the businesses or market
actors that you’re working with. CAFOD can play a role in facilitating this process,
but ideally should empower partners and programme participants to take the lead
so that they own the process, the analysis and the next steps.

Who leads depends partly on an intervention. If for example you were supporting
a partner who works with one cooperative, it would be valuable to capacitate
cooperative leaders to play a lead role in this. If you are doing a value chain or
PMSD project, the partner could play a key role in facilitating the process, linking
various stakeholders and working with them to understand joint priorities issues
and strategies for tacking constraints (and possibly a joint advocacy strategy where
there is a common interest in changing a particular issue). The Livelihoods adviser,
Economic Justice Policy Analyst could discuss these options further with you.

HOW TO ANALYSE THE BUSINESS ENVIRONMENT:

Step 1: Preparation (decide on methodology and identify relevant stakeholders)
Step 2: Gather information (PESTLER or situational analysis tool may be useful)
Step 3: Decide course of action
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STEP 1 - PREPARATION

In step one you need to prepare for your BE analysis. Here you need to decide on
the methodology you’ll use for your BE scan and identify stakeholders that you will
include in the process.

Methodology / format

Within step 2 you will find a list of questions that will help you to analyse the BE.
There are three methodologies that can work to help you find the answers to these
questions and in this preparation phase you will need to choose which is the most
suitable to your context.

PMSD workshop: PMSD (Participatory Market System Development) is a
process designed by Practical Action andis outlinedintool 7. Thisis really useful
methodology and process for looking at and understanding the system as a
whole. The added benefit of this methodology is that it ensures participation
and consultation in analysing the constraints / challenges and therefore buy-in
aboutthe analysis done. It can also can be a very useful format for collaborative
learning, awareness raising and building linkages / shared understanding (i.e.
it has benefits outside of the information on the BE gathered in the workshop).

Focus group discussion: if there is a group of people with similar interests, you
may decide to hold a focus group discussion (e.g. members of a cooperative /
the smallholder food producers that you’re working with in a project etc). This
is useful if you think that a group may be disadvantaged or under-represented
in a more general PMSD workshop (i.e. if you think micro-entrepreneurs didn’t
have a chance to fully express their views) or if you want to build understanding
and consensus ahead of a PMSD workshop.

Key stakeholder interviews: will allow you to go into more detail than a
workshop or group discussion could. While timing won’t allow you to only do
one-to-one interviews, you may decide you need to follow up in more detail
with a few specific informants who may be able to provide you with specific
information. You could for example follow up after the PMSD workshop with
interviews with a few key people.

Stakeholders

To get afull picture of the BE its important to talk to a full range of stakeholders who
can share different perspectives. Part of the preparation phase is to identify who
these stakeholders would be. It would be important to work closely with partners /
communities to identify whom these stakeholders are. Consider:

- Players along the value chain

- Micro-enterprises themselves

- Local/ national government officials

- Local/ national traditional leaders / politicians / decision makers who may
have a particular interest in your type of ED project

- Academics

- Representatives from trade unions / workers associations etc.

- Other CSOs / networks working in this area
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STEP 2 - GATHER INFORMATION

The next step is to gather information about the business environment. Below are some useful questions to do
this. You won’t necessarily need to ask all of them - this depends largely on the nature of your ED project.

Are there any areas of the BE (policies, institutions, regulations, support services, social norms) which may
impact on the small businesses*® that you’re working with?

Focus area

Examples of questions to ask / issues to probe

P (political)

What are the major political or power related challenges or blockages that affect
small businesses?
What is the political appetite to support small businesses? How do decision makers
view small businesses?
Does corruption affect small businesses?
What are the institutional arrangements to support small businesses?
Issues of power:
- How much power do small businesses have in the value chain?
- How much power do they have to influence decisions that affect them? Do they get
an opportunity to go and talk to decision makers about the needs or challenges they
face in their business?
If yes:
a. When & where do they get this opportunity? (l.e. you want to find out if this
is official or unofficial - if government comes to them or if they have to go to
government, if civil society is involved etc.)
b. Does government listen to small businesses? (You want to find out if government
act on what they’re told - does it lead to any positive changes)?
If no:
a. Would you like to have more opportunity to talk to them?
b. What forum would work best for this engagement? Do donors listen to their
business needs?

E (economic)

What are the major economic related challenges or blockages that affect

small businesses?

Are there any regional / national / local economic development policies?

Is there national / local financial policy that may impact on the business?

What are financial services like? (access to affordable & appropriate credit, insurance,
banks / places to store money safely)

Is insurance available?

What is pricing like? Who sets the price and could this impact on the business?

Is there a local economic development strategy that may impact on the business?

Is there demand in the local market? Does the community have cash in hand to pay for
goods / services?

Are there any trade standards or policies which affect the business?

Is market instability an issue?

Are there local procurement policies in place?

Are there any macro-economic policies which may impact on the business? (price
stability / inflation / economic growth policies)

Are there local government budget issues relevant to small businesses?

Are there social protection policies in place?

18Please note that small businesses include farmer’s cooperatives or groups, food producers or processors, service providers,
trade or crafts people or groups
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S (social /society)

What are the major social or societal challenges or blockages that affect
small businesses?

What are any relevant consumer trends?( Preferences, ability to purchase).
Are there any traditional practices that may affect the business?

How will gender norms affect the business?

Do small businesses have accessibility to skills training and support?

Are there any practices / norms which may impact on health and safety?
Are there enough skilled workers?

Are there labour policies in place and do these protect labour sufficiently?
How are informal enterprises viewed by the community?

Are there any informal gate keepers that we should be aware of?

Do traditional leaders play a role in the success of small businesses?

T (technological
& transport)

What are the major technological or transport related challenges or blockages that
affect small businesses?

What is the infrastructure like?

Do small businesses have access to transport services? Is this affordable?

What is the energy provision like? (Is it affordable and appropriate?)

What are IT / telecoms services like?

Is there an appropriate physical market to sell from?

Are there appropriate storage facilities?

L (legal)

What are the major legal challenges or blockages that affect small businesses?

Are there any business regulations which may impact on the business?

What is the tax and tariff regime like?

Contract enforcement

What is the status of informal workers (is informality viewed as a crime that is penalised
oris there a supportive environment for this sector)?

E (environmental)

What are the major environmental challenges or blockages that affect small businesses?
What are the land regulations like?

Is climate change an issue and are there any policies / practices in place around this?

Are there environmental services or training available? What are the extension services
like for agricultural related businesses?

Are there any environmental policies which impact on the business?

What are water services / access like?

R (religious)

Are there any religious practices which impact on the business?
What are the views of faith leaders towards this business?

You may find it useful to get participants to work in groups and brainstorm ideas
onto small cards and then stick these up under the various themes.
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STEP 3 - DECIDE COURSE OF ACTION

Once you have mapped the BE and identified if there are any key blockages or
constraints, you need to decide what to do. If there are issues which need to be
addressed you may decide that you need to work together to influence them
for better local economic development outcomes. Whilst not essential, linking
complementing enterprise development initiatives with policy and advocacy
initiatives aimed at improving the enabling environment or local economic
development can help to improve the sustainability of the initiative and also
enhance the scale of impact.

There are a few steps you can follow to help you decide your course of action.

3.1 - Classifying issues
It is likely that you will have identified a range of different issues through your BE
analysis. The first step in deciding a course of action is to briefly classify issues as:

- Challenges or blockages that could hinder the success of your business

- Potentially positive issues which could be positive but which aren’t currently
being implemented or operationalised effectively

- Hooks within the political or contextual situation. These issues are not
necessary challenges / potentially positive things, but they are useful for you
to be aware of and which, if you’re trying to advocate for policies or practices
to support small businesses, could provide a useful framing for you to ‘hang’
your messages around®’

- Gaps where more information or analysis is needed

You could use coloured dots as one method for helping you to classify issues.

3.2 - Identifying the most pressing issues

The nextstepindecidinga course ofactionistolook attheissuesyou haveidentified
as ‘challenges’ or ‘potentially positive’ issues in a bit more detail and to identify
what the 5-10 most pressing issues are which most constrain the success of the
small businesses you’re working with. This should take the form of a participatory
discussion with key members of your project and the community involved.

If many issues have been identified within the BE scan, a simple ‘voting’ process
may be useful to identify the top challenges. Here, key stakeholders are asked
what they think the top 3 most critical issues to the success of the project / the
enterprises are. If the group is literate and you’ve written your PESTLER analysis up
on the wall/flipchart, voting with ‘sticky dots’ may work. This will help to identify
5-10 specific issues which you can explore a bit further. Importantly this voting
method doesn’t prioritise issues, it merely identifies if there is consensus that a
certain issue is a constraint (i.e. the issue with the top number of votes doesn’t
mean that this is the most pressing issue, there is however a large amount of
consensus that this is an issue).

YFor example, you may know that (a) there is a particular local politician who really thinks small
businesses are valuable to local economic development and (b) that there is a national or regional
policy which is in favour of smallholder food producers. These could be ‘hooks’ that you use to
pin your messages around. Say for example, through your BE scan and analysis, you identify
that local business regulations are too onerous and you decide to tackle these. When talking to
local decision makers you could use the two hooks identified above to try and convince them.
For example your message could be that simple and more streamlined regulations would (a) help
small-scale food producers’ businesses and therefore help local economic development and (b)
would help them (the local decision maker) to operationalise the national/regional policy which
isin favour of smallholder food producers. As this example shows, identifying ‘hooks’ is therefore
an important part of developing your strategy for tackling the blockages in the BE.
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3.3 - Initial analysis
Once you’ve identified the top set of issues you can then probe them a little further
through participatory discussion or group work. The following questions are useful
to aid this discussion:

- WHAT is the issue and what does it do? (Discussion prompt: This policy / issue /
constraint harms the success of my ED project in the following way... This policy /
issue, if developed and implemented, could benefit the success of my ED project if
it deals with the following issues...)

- WHYisitanissue and HOW does it impact on the enterprise you’re working with?

- WHOisresponsible forit?(l.e. which government department / decision maker etc.)

3.4 - Identifying criteria

Now that you have abetteridea of what the majorissues are facing small businesses,
and you have started to analyse and understand the nature of these issues a bit
more you need to identify which one or two issues you want to tackle within your
particular project.

To help you make this decision you need to identify a set of criteria to guide you.

Criteria are a principle or standard by which something can be judged or decided.

The criteria you will choose will help you select which issue is most appropriate for

you to tackle in this project. You can decide criteria in a participatory discussion

format, but some possible criteria could include:

- Project fit (does this issue fit with our project/programme objectives?)

- Organisational fit (does this issue fit within our organisational goals /
objectives [ mandate?)

- Achievable (would tackling this objective be achievable? Is it a ‘low hanging
fruit’? Could we achieve something within the time frames of this project?)

Using these criteria you can then assess whether tackling each issue fits the criteria.
The issue which fits the most criteria could be the one that you choose to tackle in
your project.

3.5 - Unpacking the selected issue

Once you have selected the 1issue (or potentially more depending on the nature of
your project) that you feel needs to be tackled, you need to unpack thisissue further.
Again, through a process of participatory discussion you now need to identify:

- What are the gaps in your knowledge around this issue?

- Who are potential partners or allies who are already working on this issue?

- What are the risks in tackling this issue and how do you mitigate these?

- What support would be needed to tackle this issue?

- What are some immediate next steps that can be taken (as in next 2 weeks)?

- What are some medium-term next steps (the next few months)

- Who will champion what?

Through this process you may identify that you need to develop an advocacy
strategy or do further policy analysis. Whilst not essential, linking enterprise
development or income generation initiatives with policy and advocacy initiatives
aimed atimproving the enabling environment can help to improve the sustainability
of the initiative and also enhance the scale of impact. It also has other benefits such
as building and mobilising local civil society organisations. Please contact us should
you need further resources for this process.

66 Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development

CAF®D

Justone world



Tool 11:
Simple Risk Assessment Matrix

7

The following Tool is designed to help CAFOD staff and partners understand the key
risks faced by the business.

To help understand and assess risks effectively perhaps work through the following
7 steps with partners and complete a simple ‘Risk Matrix’:

1. Listkeyeventsthathave the potential to negatively affect the enterprise. These
maybe internal to the business (e.g. new competitors enter the market, key staff
leave, key suppliers unable to deliver) or external (e.g. inflation, weather events,
government policy —Enabling Environment);

2. Assess severity of the event on the success of the enterprise (1 to 5);

3. Assess likelihood of the event occurring (1 to 5);

4. Prioritise (Multiply Severity Score by Likelihood Score and order);

5. ldentify strategies to reduce severity/likelihood (PREVENTION);

6. Identify strategies to reduce impact of the event should it occur (MITIGATION);

7. Consider the need to revisit Business Plan if necessary.

Severity

1. Trivial

2. Frustrating

3. Disruptive

4. Significant

5. Critical to Enterprise

Likelihood

1. Highly Unlikely

2. Unlikely

3. Possible

4. Probable

5. Certain

Event Severity Likelihood Prioritize Risk |Strategies to Strategies to
Reduce Risk Manage Risk if
Describe Score (1to 5) Describe Score (1to 5) (SxL) Event Occurs
Extreme weather [crop damage could 3]extreme weather 3 9]Explore more alternative
affect supply of Iincreasingly likely Iresilient crop and [suppliers
key input. alternative
suppliers, build up
stock.
Etc. 0
Manager Leaves |We have no one MFully committed to 1 MSuccession
who understand org and area. Planning, Review
business. remuneration
package.
Etc. 0
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Tool 12:
Basic Business Plan

An enterprise needs to be summarised into a brief (2 page) and accessible (keep
the language simple/avoid jargon) narrative that attempts to capture the nature
of the existing enterprise and its future. Potentially this document would be the
supporting document for any future investment and should be drafted with this in
mind. The summary should follow the following structure:

Name of the Enterprise

Country: indicate the country or
countries

Sector: e.g. agriculture, water &
sanitation, environment, health, etc.

Stage: is the enterprise at an ‘idea’,
‘development’ or ‘established’
stage?

Summary Description: what is the enterprise?
Try to capture the essence of the enterprise and what is its mission? (50 words).

Social Benefits:
How does the enterprise positively impact poor people and build their assets?
How will the enterprise enhance resilience? (Max 100 words).

Gender

To what extent will the enterprise contribute to practical (e.g. increased income)
or strategic (e.g. more equitable distribution of power) gender objectives?

To what extent have women been consulted in the ‘design’ process? How are
women involved in the management of the enterprise? (Max 50 words).

The enterprise and its ‘Business Model’:

Summarise the enterprise and how it has the potential to be a viable business.
Your description should consider:

e Describe your product

e Describe the market (who are your customers and competitors?)

Was a market analysis conducted? When? How?

= Whatis you marketing approach (product, price, promotion, place)

* How long will it take for the enterprise to become viable?

= How can the enterprise become viable? What is needed?

Management:

Effective management is such a crucial contributor to commercial viability.
Please summarise your existing management structure and capacity.
(Max 50 words).
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Systemic Impact?
To what extent does the enterprise have the potential to contribute to broader
(systemic, e.g. policy environment, redistribution of power in a value chain)
causes of poverty rather than the symptoms?
*  What systemic factors constrain / limit the enterprise’s development

and success?
* Arethere links to existing advocacy priorities? (Max 50 words).

Business Plan:
How was the enterprise’s business plan developed, and how is it monitored?

Financial Projections

Please provide here any future sales projection and Profit and Loss sheet for

the enterprise.

e Qutline your revenue stream and cost structure.

* Basic Assumptions.

 Pro forma financials in attached excel template.

«  Who will be the main investors and what kind of capital and investments
are needed?

What are the key risks to the business and how will these be managed? (50
words). Use the risk analysis results.

What are the key factors that might negatively affect the viability of the business
and possibly its continued fit with CAFOD MV&V and CST?

What are the enterprises’ financial requirements?

(E.g. grant, working capital, term loans, equity) How much and what currency?
Are these requirements able to be met locally? If not, why not? Is the enterprise
currently receiving funding? What % of total income?

What Technical Assistance does the Enterprise Require?
« Describe what non-financial support is required, if any, for the enterprise
to develop.

Consistency of enterprise with CAFOD’s MV&V and CST
« How does the enterprise contribute to CAFOD CSP goals?

What is the potential of the enterprise to achieve scale and sustainability?
(E.g. this might link to the ability of the business to influence the causes and
not just symptoms of poverty (systemic impact), the potential to replicate the
model (in this country or more widely), the ability to expand the reach of the
enterprise over time, the ability of the enterprise to influence wider business
practice and policy debates).
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BASIC FINANCIAL TOOLS

These are the financial tables from the business plan. Many of the boxes in these
tables will calculate automatically. It is best if you can complete the tables in the
order that they are shown, so that the numbers filter through correctly:

1) Costs and pricing strategy
2) Sales and costs forecast
3) Personal survival budget
4) Cash flow forecast

5) Costs table

To see the different tables click on the tabs below

Thereis currently protection onthe worksheets to stop entry in the cells with formulas
however there is no password so it can easily be turned off if that is preferred.

12.1 COST AND PRICES

Product/service name

Number of units in calculation 10

Product/service components Component cost

£100.00
£10.00
£30.00
£50.00

otal prod e e Co £190.00
ost pe £19.00
Pro arg £1.00
e £20.00
SPETe e 5%
D (% 5%

IT|IO(mm|o|O

12.2 SALES AND COSTS FORECAST

A sales forecast shows how many sales you are aiming to achieve in your first
year and how much money that would mean you receive. It’s hard to know what a
realistic number of sales might be so it’s better to plan for the worst case.

For lots of businesses, the number of sales made is affected by external factors
such as holidays, seasons, weather, etc. Think whether you expect your sales to be
different in some months and show this in your sales predictions.

A cost forecast shows how much money you will spend on products/services if you
achieve the number of sales in your sales forecast.

Complete the sales/costs forecast table provided, following the instructions
shown below.

*If you are completing this form in MS Excel, these sections will calculate automatically.

CAF®D
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Sales calculations
A. Write in the names of the months. Month one should be the month in which
you plan to start trading.

B. Write down how many sales you plan to make in each month. To do this, work
out how many products/services you think you can sell in a day. Multiply that
number by the number of days in a week you plan to trade. Lastly, multiply that
number by 4.3 (average number of weeks in a month) to give you the number of
sales you plan to make in a month.

C. Work out how much money you will make each month. To do this, take the
number of sales (B) and multiply it by its price (cost F in the cost/price table in
section nine). The total income you receive from sales in a year is called your
turnover.*

Costs calculations

D. Work out how much money you will spend each month if you make your
predicted sales. To do this, take the number of sales (B) and multiply it by
its cost.*

Assumptions

E. Describe any assumptions you made, for example, external factors affecting
number of sales. For example, if you were selling umbrellas you would expect
higher sales in winter because it rains more.

[l Vonth

1 2 3 4 5 6 7 8 9 10 11 12 Total
I Month name ' '+ { ' ‘r f{ { [ [ [ | |
Sales forecast
H Product/service

Cc

Costs forecast
D Product/service

. Product/service
£200.00 | £160.00 |£180.00] £0.00 | £0.00 [£100.00| £180.00 | £200.00 | £0.00 |£160.00] £160.00 | £160.00{ £1,500.00

£190.00 | £152.00 [£171.00] £0.00 | £0.00 [ £95.00 [ £171.00 | £190.00 | £0.00 [£152.00] £152.00]£152.00] £1,425.00 |

H Assumptions (e.g.

Seasonal trends)

12.3 PERSONAL SURVIVAL BUDGET

Purpose of this section

A survival budget shows the amount of money you need each month to live on. To
work it out add up all the money you spend and take away any money you get as
income from sources other than your business.

How to complete this section
Complete the personal survival budget table provided, following the instructions
shown below.

* If you are completing this formin MS Excel, these sections will calculate automatically.
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A. List all the different things you spend money on each month. Some of these
will have predictable costs, for example, rent, and others will vary, for example,
entertainment costs. For the items that vary, you should work out how much on
average you spend a month. Do not include your business costs.

Things you might want to include are: mortgage, rent, water, gas and electricity,
food, insurance, clothing, school fees, mobile phone, transport, existing loan
repayments.

B. Add up all the different costs in part A to work out your total monthly costs.*
C. List income you receive every month; including income from a part-time job.

D. Add up all the different amounts in part C to work out your total monthly
income.*

E. To work out the income you require from your business, take away your total
income (D) from your total costs (B).*

Estimated costs Monthly cost (£)

Mortgage/rent 15
Tax

Gas, electricity and oil

Water rates

All personal and property insurances

Clothing 10
Food and housekeeping

A Telephone
Diesil 20

Entertainment (meals and drinks)
Car tax, insurance, service and maintenance 5
Children's expenditure and presents

Loan and other personal debt repayments
National Insurance

£50.00
Monthly income (£)

Total costs (£)
Estimated income
Income from family/partner
Part time job 10
Working tax credit
C Child benefits

Other benefits 20

Total income (£) £30.00
Total survival income required (£)

Back up plan
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12.4 CASHFLOW FORECAST

Purpose of this section

A cashflow shows how much money is expected to come in and out of your business.
It brings together all the work you have done in your plan. You must complete the
forecast realistically. Make sure you:

* include seasonal changes in overhead costs such as increased heating and
lighting bills in winter

« allow for delays between when you make a sale and when you
receive payment

¢ donot over estimate how much stock you will need

« split costs that can be paid on a monthly or quarterly basis

Once you start your business you will have to keep a record of your actual income
and expenditure and you should compare this to your plan to give you an idea of
how well your business is doing.

Month Pre start 1 2

3 4 5 [ 7 8 9 10 1 12 Total
Iicithiiiarme i IR AT AN I N N N S 1 [ ]
Money in (£)
Funding received 0.00
Funding from other 0.00

|sources
B |Own funds 0.00

Income from sales 200.00 | 160.00 | 180.00 | 0.00 0.00 [100.00| 180.00 |200.00( 0.00 | 160.00 | 160.00 160.00 1,500.00
0.00
0.00
0.00
1,500.00

Total money in (£)

Money out (£)
Repayments to Funder 0.00
Survival Budget 20.00 20.00 20.00 [ 20.00 | 20.00 | 20.00 | 20.00 | 20.00 | 20.00 | 20.00 20.00 20.00 240.00
D 0.00
0.00
0.00
0.00
0.00
[l Total money out (£) 0.00 20.00 20.00 | 20.00 | 20.00 | 20.00 | 20.00 [ 20.00 | 20.00 | 20.00 | 20.00 | 20.00 20.00 240.00
Balance (£) 0.00 180.00 | 140.00 | 160.00 [ -20.00 | -20.00 [ 80.00 | 160.00 | 180.00 -20.00 [ 140.00 | 140.00 140.00 1,260.00
[l Opening balance 0.00 0.00 180.00 | 320.00 | 480.00 | 460.00 |440.00( 520.00 | 680.00|860.00| 840.00 ( 980.00 | 1,120.00

Closing balance 0.00 180.00 | 320.00 | 480.00 | 460.00 | 440.00 |520.00| 680.00 [860.00(840.00{ 980.00 | 1,120.00| 1,260.00

How to complete this section
Complete the cashflow forecast table provided, following the instructions below.
*If you are completing this form in MS Excel, these sections will calculate automatically.

A. The columns show the months in your first year of trading. Write in the names
of the months. They should be the same as in your sales/costs forecast.

B. The top rows show money coming into your business and when. You should
list each type of income on a different line. Typical types of income you should
include are:
* Income from sales (should be the same as in your sales/costs forecast in
section 10.1)
* Loan funding
e Any of your own money that you are putting into the business.

C. Foreach month add up the total amount of money you have coming into
your business.*
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D. The middle rows show money going out of your business. List each cost

on a different line. Include all the costs you have worked out in earlier sections
of your business plan, for example, marketing costs, equipment costs, personal
survival budget. Other costs to include are:

« Tools

»  Materials/stock

e Rent

e Heat/light/water

*  Phone

» Printing/stationary
«  Tax

 Transport
* Loanrepayments

You should explain what each cost relates to in your costs table in section 10.4
of your business plan.

E. Foreach month add up the total amount of money you have going out of
your business.*

F. The bottom rows show how much moneuy is in your business at the beginning
and end of each month.

« Balance - take the money earned in that month (C) and subtract the

money spent (E).*

* Opening balance - should be the same as the closing balance of the
previous month.*

* Closing balance - the month’s opening balance (B) plus the current

month’s balance (A).*

Breakeven

Your breakeven point is the number of sales you need to make to cover the costs
of running your business. To calculate your breakeven:

G. Work out the annual cost of running your business (the total column in row E of
your cash flow).

H. Divide cost G by your gross profit margin percentage (row G in the cost/price
table in section nine).

I.  Towork out how many sales you need to make in a week, divide H by the
number of weeks in a year you expect to work.

J.  To work out how many sales you need to make in a day, divide | by the number
of days in a week you expect to work.
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12.5 COSTS TABLE

Purpose of this section
The costs table explains what is included in each cost in your cash flow. It also
explains what assumptions you have used to work the cost out.

For example, you might have a cost line for travel to pay for the petrol you need. In
the costs table you would explain how much petrol you have assumed you will use
(for example, how many tanks) and how much you have assumed that will cost (for
example, how much one tank costs).

How to complete this section

If you have explained your costs in your cash flow in a different section of your
business plan, you should write in the costs table where the detailed breakdown
of the costs can be found. For example, your marketing costs will be explained in
section five.

For all other costs in your cash flow you should explain what they include and how
you have worked them out.

Cost Iltem What is included and how you worked it out Total cost
Repayments to Funder Money to repay the Funder their loan 0.00
Money required o cover personal expenditure.
See survival budget in business plan section 10
Survival Budget for further breakdown 240.00
0.00
0.00

CAFO®D Building Resilient Livelihoods towards Local Economic Development: A CAFOD Guide to Enterprise Development 75

Justone world




Tool 13:
Detailed Business Plan’

The Business Plan

There’s a lot more to a good business than a good idea. You need to think things
through to maximise your chances of success. A business plan will help you turn an
idea into a business. It needs you to think through all the parts of your business to
plan how everything will work. It will take a few weeks to write if you’re going to do
it properly. Some parts will be easier to complete than others.

Stick at it because it’s not the final document that’s important, it’s the process.
Although you want to have a good plan when you’re done, an OK plan is better than
no plan.

As programme staff accompanying partners it is important to emphasize that this
process needs to be done with the enterprise participants, hopefully facilitated by
group members or partners.

Business Plan Pack

The best business plans aren’t long and complex; they explain only the most
important information — what you want to achieve, how you will get there and the
things you need to do along the way.

It’s best to tackle a business plan in small chunks. The Business Plan is divided
into sections to help you develop your business idea. Some of the sections of The
Business Plan have tables to record the financial parts of your business. The tables
are also available in MS Excel format and the sums in these are automatic.

1 Adapted from Prince’s Trust materials. http://www.princes-trust.org.uk/need_help/enterprise_
programme/explore_where_to_start/business_plans/business_plan_templates.aspx

CAF®D
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Getting started

Whose plan is this?
Business and owner details:
Business name:

Owner(s) name:

Address and postcode:
Business telephone number:

Business email address:

Executive summary

Your Business Name (summarise your enterprise — how it will be viable and
contribute to developmental aims- in no more than 100 words in such a way that
the person who is reading the document is captivated and wants to know more).

Business summary:
Developmental / Social Aims:
Financial summary:

Key risks to the business and how these are/will be managed
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Section One

Developmental proposition
1.1 How does the enterprise impact the most marginalised?
1.2 How does the enterprise impact men and women?

1.3 How will the enterprise impact poor people?
* Economic assets (e.g. increased income)?
* Social assets?
* Environmental Assets?

1.4 How will the enterprise affect the resilience (economic, social and
environmental) of poor people and the communities in which they live?

Please make specific reference to the resilience of marginalised groups-
including women.

Section Two

The market

It is important to conduct at least a basic market analysis to inform programme
design and viability.

2.1 Are your customers/ buyer?

O Individuals

[OOBusinesses

OBoth

2.2 Describe your typical customer/ buyer:

2.3 Where are your customers/ buyer based?

2.4 What prompts your customers/ buyer to buy your product/service?

2.5 What factors help your customers/ buyer choose which business to buy from?

2.6 Have you sold products/services to customers already?

OvYes
ONo

If you answered “yes”, give details:
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2.7 Have you got customers/ a buyer waiting to buy your product/service?

OvYes

ONo

If you answered “yes”, give details:

2.8 Have you conducted a market analysis? When/ how?
2.9 Additional information:

Section Three

Market research

3.1 Key findings from desk research:

3.2 Key findings from field research — customer/ buyer questionnaires: volume,
quality standards, time of year product is sought, type of buyers, transport
options (pick up v delivery).

3.3 Key findings from field research
3.4 Additional information:
Section Four
Competitors

4.1 Table of competitors

Table 1: Competitive Analysis

Your Enterprise Your Competition Importance to

FACTOR Describe | Strength | Weakness | Competitor | Competitor Custo_mer(High/
Factor A B Medium/Low)

Products

Price

Quality

Selection

Service

Reliability

Stability

Expertise

Company Reputation
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4.2 SWOT analysis:

Strengths Weaknesses

Opportunities Threats

4.3 Unique Selling Point (USP): (what makes my product or service different
from others?)

Unique Selling Point (USP):

Section Five

Creating Solid Foundations

5 Management structure
(organigrams if available, constitution available? Mission).

5.1 Management Capacity
5.2 Management and staff:

5.3 Key Suppliers (who are your key suppliers? How reliable are they- quality/
quantity and price?)

5.4 If Enterprise is group-led...

- Describe group structure

- What was the driver for the group to form?

- Describe the nature of the relationship between the members and
the enterprise?

- How many members attended the last AGM (annual general meeting)?

5.5 Additional information:
- Frequency of meetings

- Accountability systems
- Trainings provided ...
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Section Six

The Business Environment (use a PESTLER or situation analysis for this)

6.1 Describe the key policies, processes and norms that affect the value chain

in which the enterprise is situated?

6.2 What supporting services or inputs does the business need to access to be

successful?

6.3 If the group has an advocacy strategy please describe it:

Section Seven

Risk Analysis — (use a risk analysis to develop this)
7.1 What are the key risks internal and external to the business?

7.2 How are these risks to be reduced and mitigated?

Section Eight

8.1 Please complete:

« asales and costs forecast;

e apersonal ‘survival’ budget?
¢« Cashflow forecast

See excel Spreadsheet (Tool 12)
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% Tool 14:
‘Sensitivity Analysis’

Sensitivity analysis is a way to predict the outcome of a decision if a situation differs
from the planning assumption made.

Sensitivity analysis is very useful when attempting to determine the impact that a
particular variable will have if it differs from what was previously assumed.

By creating a given set of scenarios, the analyst can determine how changes in one
variable(s) will impact the target variable.

For example: The enterprise is a transportation business in a country where fuel
scarcity is a regular challenge. Whilst you are basing your enterprises profitability
on a fuel price of $2 per litre you would like to know what the impact would be on
your enterprise’s profitability if petrol prices increased by 10% and even 20% which
is possible.

Process:

Identify the key variable you would like to understand (this might, for example,
be the price of the product you are selling, the biggest cost item or the cost
most likely to change significantly in the time period under review, the impact
of a particular policy).

Create a copy of the current profit and loss (P&L).

Add columns with different assumptions related to the key variable, for
example, -5%, +10%, +20%.

Apply these assumptions to your key variable.

Assess the impact (or sensitivity of the bottom line or profit) to these changes.
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Tool 15: Enterprise
Impact Indicators

7

Development

The table below shows the kind of generic indicators that might be relevant for
different areas of measurement in results chains. Please note that as with all
indicators baselines should be conducted so that we can capture change.

Table 1: Generic Indicators

Broad area of

Indicators that would measure:
measurement

When appropriate

Net Additional income for SME workers
and owners

Poverty Reduction
¥ Changes in other poverty indicators

(nutrition, empowerment, working
conditions etc.)

Change in enterprise productivity

Change in enterprise net income

Jobs created as a result of programme

Enterprise activities

Competitiveness

All interventions will ideally have a
measurable impact on many or all

Promising innovations/changes in
business practices (e.g. sustainable eco-
efficient products and processes)

indicators from this “menu”

Changes in policies or regulations as a
|result of programme activities

Documented changes modifying the way

Changes in in which a policy or regulation, aimed at
rules/framework the target group, is implemented by a
conditions public agency (institutional)

At the time of arrival of the services or
deliverables that the target group
expects from the government

Target group’s opinions concerning how
the change has impacted on their
businesses.

Target group’s awareness of the service
and the benefits it can deliver

At the time of measuring the impact of
services which might impact on the
Jtarget group only in the long run

Willingness to pay for service

When fee-based or stand-alone services
are on offer

Changes in the demand

for services JLevel of satisfaction with service

Changes in business practices as a result]
of service

When measuring changes in demand for
embedded services

INumber of new service providers
entering the market

When observed in the market, or at
Ipoint of service offers to clients

Changes in number of clients served

Changes in volume of business

For all types of intervention - to

Changes in range of products offered

measure change in service quantities

Changes in number of service providers
Changes in the supply of

services

Target group’s opinion of service
Iprovision

JFor measuring change

Management capacity of service
providers

In service quality

Level of supplier satisfaction with
success of service

When measuring changes in supply of
embedded services

Number of service providers trained
Management capacity of service
providers

Immediate outputs in the
business service markets

At completion of training courses
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