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The revised BDS paradigm 

BDS for all categories of enterprises

The level of business development services (BDS) provided depends on the type and stage of development of the enterprise.  The standard provision of BDS through donors or the state fostered a favouring of the upper markets by service providers neglecting the needs of small and micro enterprises.  The growing recognition that each level provides a valuable source of growth for an economy has underpinned the need for another shift in paradigm. The services need to be flexible, reflect accurately development needs and when necessary be provided for free.

The traditional BDS paradigm developed by donor agencies in the second half of the 90s and considered a binding law by many development co-operation (DC) practitioners stipulates the business-like provision of BDS, i.e. clients have to bear the full cost of service provision by paying cost covering fees. 

There are few enterprises in the industrialised and developing world, indeed, which operate at such a high level of efficiency that they do not require and thus utilise the wide range of services offered by private companies, membership associations or public agencies. Experience in countries all over the world – in industrialised countries of the North as well – show, however, that only large enterprises hire BDS providers on their own initiative and pay fully for the services. Micro and small enterprises (MSEs) have no tradition in asking unknown persons for advice. They are suspicious of foreigners and fear the direct and indirect costs unknown to them at the start. Only if they are members of a chamber or association and have established a trustful relationship to their organisation they may approach an advisor and ask for a piece of advice. Usually, such counselling is either free of charge or subsidised by the organisation.
As larger enterprises are seen as being capable and having the resources to seek out and pay for such services, the BDS concept focuses on micro, small and medium enterprises (MSME) that have barriers in realising their growth potentials.  Since such BDS were to be provided by for-profit companies on a commercial basis, they have mainly been targeted to those businesses that can afford to pay for the services. 

Therefore micro and small enterprises have usually not benefited from such business-like BDS as services to date have usually targeted medium-scale and the upper range of small businesses resulting in broad scale development of the enterprise sector not occurring.   There is increasing awareness that all levels of enterprises need to have access to assistance that accurately targets their individual needs in a sustainable way.  This implies a need to rethink the standard procedure of service provision. 

Enterprises of different size and market integration need different categories of services. Their ability and willingness to pay for the services varies too. 

· Small and medium enterprises (SMEs) with a University trained and experienced owner or manager in a newly industrialised country (NIC) may need advice in total quality control, organisational development and foreign trade procedures in order to be competitive on the national and international markets.

· Small enterprises (SEs) with a secondary school trained owner or manager in a middle income developing country may need business management and technical skills training, marketing advice and services that link them to medium and large enterprises (MLEs) so that they are able to enter into sub-contracting or other co-operation arrangements for competitiveness on the national market.  

· Self-employed and other micro enterprises (MEs) inclusive of the peasant women seeking additional income in least developed countries (LLDCs), without formal training and any access to capital, training and information, may need sensitisation for their needs, encouragement and guidance to analyse their situation, empowerment to change the situation by means of individual and collective action, basic book-keeping courses and linking to micro finance institutions, just in order to survive in the market and to improve their income situation.

All the three categories of enterprises contribute to the wealth of their societies by relieving the labour market and supplying goods and services to the population. To do so efficiently they need services. The first two categories may be fully charged for the full services. The third category will not pay for the developmental services that make them fit for the commercial services, e.g. credit, training and marketing. 

The important aspect of the revised BDS paradigm is that though the services are still essentially market led, there is increasing awareness that MEs and SEs need preparatory services that may never be paid for.  Such services are needed to empower the individual by creating awareness of market potential.  Five steps are seen as essential for the sustainable development of the MSE sector, the level of subsidy declining at each step.
1st step: MSEs lack the knowledge and access to resources needed for profitable and sustainable production. To obtain access to urgently needed assets, MSEs need to be perceived as a legitimate business so as to be taken seriously by other market actors. BDS services are needed to advise MSE owners about the advantages of being organised and acting collectively so as to empower themselves vis-à-vis the market.  Since MSEs do not recognise their own potential they have traditionally not been willing to pay for such services. Therefore local NGOs or development co-operation (DC) have a role in developing and financing the processes aimed at empowerment.  

This stage is most important at the micro level where the individual may be isolated from market access due to financial, geographical or gender constraints or may already be engaged in heavy competition within their field of market expertise, i.e. supplying information on cheapest transport provider between two areas.  A simple bringing together of these people will help to identify their needs that they have and how BDS could most benefit them.  This fundamental stage of awareness creation may need to be fully subsidised so as to provoke enthusiasm.   

2nd step: MSE groups and organisations negotiate with authorities about the improvement of the regulatory framework and with private and public service providers about the adaptation of services to their needs. The negotiations are initiated and implemented by the groups and organisations on their own but NGOs and DC projects and programmes may be needed for counselling, coaching and facilitation.  As businesses are not yet utilising their new market knowledge and working under existing regulatory frameworks some subsidisation is still required to sustain endurance.  
3rd step: Subsequent to the negotiations, authorities embark on reforming the rules and regulations inimical to MSEs, and service providers start customising their services to the needs of MSEs. If required local NGOs and DC projects and programmes assist the authorities and service providers by providing advice, expertise, facilitation and – at a limited scale – funds. They might also help for-profit and not-for-profit service providers to tap funds subsidising the services aimed at MSEs (some subsidisation).

4th step: MSEs avail of the reformed rules and regulations which does not usually involve much cost. MSEs utilise the customised services as well. As some services may be fully subsidised, some partly and some not at all many MSEs will be obliged to pay fees or to contribute to cost coverage in other ways. For many reasons, payment for services obtained is considered positively, however, MSEs still cannot be expected to cover the full cost of services. There is a variety of  subsidy models (e.g. voucher systems) that exist and can be used.

5th step: MSEs – inclusive of BDS providers – must work profitably, i. e. must be competitive at least on the domestic market. If they are, they are sustainable, especially after the mentioned reforms have been performed. Production itself should never be subsidised. Counselling, coaching and facilitation may be subsidised at a regressive rate until such time when MSEs have recognised the benefits of such services and are willing to pay adequately (some subsidisation for ‘soft’ services) 

In terms of the quality of services provided there is an increasing call for greater flexibility in what services are provided.  At the upper levels more strategic services are needed that aim at addressing the medium and long term issues that can affect business growth.  Strategic services need to be flexible as they may need to vary according to time and circumstances and sophisticated enough for dealing with a competitive market place that may include international firms. BDS should be able to use their local knowledge combined with an understanding of the complexity of international trade to be able to help medium enterprises respond quickly to demand.  Such a perspective requires a rigorous understanding of the market.

The need for quality of services at the small and micro level can be viewed as more operational in terms that they need the more fundamental services required to make an enterprise more efficient. Such operational services can include legal and accounting services, access to training, market information, advertising outlets and micro finance.  Such services need to be tailored to meet the individual demands of each enterprise. A number of such services is provided by existing local MSEs. Since they are usually not recognised by donor agencies they are not seen as nuclei of growing services, not supported and threatened to be replaced by newly created “modern” services. 

DC projects and programmes have a limited life time. Before they end, they must – even by the use of subsidies – help attain two kinds of sustainability. Firstly, MSEs and their organisations must have acquired the expertise to advocate their interests and negotiate reforms repeatedly, and secondly, MSEs must be able to benefit from reforms and to work profitably. In the MSE sector the use of subsidies is necessary to reach sustainability at the levels of organisations and enterprises.
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