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METHODOLOGIES TO IMPROVE ENTREPRENEURIAL SKILLS OF URBAN AGRICULTURE ENTREPRENEURS *

Bonfacio G. Paje

Overview

A healthy economy of a nation depends on the vibrancy of its economic system, especially the small and medium enterprise sectors, which form the seedbed of the national economy. This sector, when healthy, assures economic growth and wide distribution of economic opportunities. The sheer number of entrepreneurs facilitates maximum economic participation, which subsequently enhances political and social participation.

In developing countries only few job opportunities exist in the formal sector and unemployment rates remain very high, especially in the countryside, triggering the migration of people into the urban centers. However, the industrial sector absorbs new entrants only at a limited scale, forcing these segments to move into entrepreneurship due to lack of alternatives.

Being assured of a market greatly enhances the capabilities of small and medium enterprises, which are recognized as “the engine of growth” of the economy. In the Philippines, by government’s definition, small industries include livelihood operations in the informal sector, the Countryside and Barangay
 Business Enterprises (CBBEs), the cottage industries as well as the small enterprises. SMEs, as they are called, contribute to employment, equitable growth, industry dispersal, balanced agro-industrial development, human resource development and use, value-addition on local resources, and indirect export.

While the number of entrepreneurship ventures abounds, one sees lots of these slowly dying and some going bankrupt. It is perceived that entrepreneurial activities lack the dynamism and competitive edge of those in more developed countries. One reason that can be advanced is the lack of skills and competencies to manage business enterprises. Corollary to lack of skills is the fact that small entrepreneurs find it difficult to pay for know-how and its application in their enterprises. 

Historically, various models were developed as theoretical framework on entrepreneurship. Notable among these are the mechanistic approach, followed by the minimalist approach profounded by McClelland and the third stream is that of McBer. Later, an interactionist approach became the basis of a new paradigm used by the German Agency for Technical Cooperation (GTZ).

CEFE’s Basic Theory

Long before the famous economist Adam Smith wrote his well-known treatise “The Wealth of Nations”, citizens and leaders of sovereign states have been preoccupied with the question of “How to improve their own living conditions”. It is only in the last century, however, that the definition of what constitutes a wealthy nation has evolved from a crude measure of income to include such indicators as human rights and the equality of access to opportunities, public resources and unspoiled nature, in short what is frequently termed as “the quality of life”.

Most social scientists would agree that given several different societies with equal resource endowments, those which have a higher proportion of competent, resourceful and enterprising people are likely to generate the higher levels of output per capita that stimulate both increased income and the growth of a social conscience.

The following model as shown in figure 1 is based on the assumption that the enrichment of society is essentially a function of its human resources, and the more productive and accountable these people are, the greater will be the wealth of that nation. Let us take a cursory look at the factors at work in this process of growth.

The quality, nature and frequency of the interactions and their results is a function of the: capability, motivations and personal resources of the individual on the one hand combined with the prevailing conditions of their macro, meso and micro environments on the other. These factors when combined stimulate situations, which may have positive, negative, or neutral outcomes for the individual or society.

Any or all six of these factors can, at any time, be linked in “causal chains” of differing sequences or combinations setting in motion: the activities that open or close a career opportunity, influence a consumer to buy or not to buy a specific product or make a business grow, stagnate, or decline. For example, an opportunity may arise and be recognized as one: because of a combination of a person’s motivation, capability and an imperfection or “need” in the meso environment, another would be an entrepreneurial family situation in the micro environment can motivate a person to acquire the competence needed to start a business, even non-economic interactions at such mundane levels as discussion with friends will follow the same pattern and their outcome will depend on these same factors.

There is no single linear relationship between these factors and their sequencing and combination can be random and appear “chaotic”. The strength and character of their influence can vary in individuals as well as in societies. Each factor is in constant state of flux: economies grow, stagnate and decline, only to grow again; in the meso environment, markets may come and go, competition will sometimes be weak or strong and resources will vary in their availability; motivation is constantly being shaped by situations and feedbacks; capabilities are learned and lost and personal resources can also grow and decline. But it is this process of change that creates opportunities for enterprising people to identify and exploit situations that lead to productive outcomes. The purpose of understanding the process and recognizing the factors is to enable the promoters or the individuals themselves to analyze them and then positively influence them in given situations.

Each factor can be tuned to be more or to be less favorable by the individual or the promoter within their limits of power. But once situations are permanently dynamic, those who are involved in promotion must be engaged in a constant balancing act between going too far and not far enough, between providing incentives on the one hand and spoon-feeding on the other. 

In order to design strategies to increase the productivity of different situations, it is necessary to review the strengths and weaknesses of the relevant components of each of the above –mentioned factors as seen in figure 1.
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**Society:

Macro Environment, those conditions on which the individual has little or no influence, but at the same time they may have greater or lesser influence on the individual.

Meso Environment, conditions that may be influenced by the individual and may have a strong impact on the individual.

Micro Environment, those conditions the individual can strongly influence and which have a strong influence on the individual.

**Individual:

Capability, the combination of inherited talents and acquired skills Motivation, the response or reaction to a given situation Personal Resources, the tangible assets that individuals have at their immediate disposal

For better appreciation, figure 2 further shows that on the society or environmental side of the equation at the macro level, these components would be:  the prevailing culture, the legal and regulatory system, the global or regional infrastructure, the dominant educational system, and the political economy of the environment. At the meso level would be composed of: resource institutions,   markets, and competition or opportunities. While on the micro level, the key components could be: family culture, and the domestic situation.

For strategies targeted to the individual, a review of the components of a person’s capability would include the following: their physical attributes, education, experience and acquired skills. The components of motivation to isolate would be: the degree of importance to the individual, the level of commitment to the goal, an evaluation of the likelihood of success and personal values. Concerning personal resources, the components would be: whether these resources are inherited or acquired, the analysis would weigh the relationship of the benefits against the risks.

The likelihood of “success” or a productive outcome in any given situation is a function of the endowments of any one of these factors. If the playing field is level and participation is potentially unlimited, it is in everyone’s interest to create as many productive outcomes as possible.

Figure 2
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In principle, this theory could apply to any sector whether it is business, education, health or any field imaginable where interaction between society and individuals take place. Even in smaller microcosms such as a large or medium organization, the success of the organization and the careers of the employees will depend on productive outcomes from their interactions within the organization or outside in their environment. Stimulating more productive outcomes can be achieved by improving the conditions of the six factors mentioned above.

Since the six factors are the product of the interactions of people, improving the human resource element on both sides of the equations; the individual and society, is critical to increasing the proportion of productive outcomes from interactions in any given economy. This therefore points to a strong need for human resources development or training as powerful instrument to raise the competence of the key actors involved in the interactions so that they could not only generate more productive results but also deal effectively with the subsequent outcomes. 

The CEFE Training Methodology

CEFE which stands for Competency–Based Economies, Formation of Enterprise developed by the German Agency for Technical Cooperation (GTZ), has evolved over the years from an approach of training individuals who want to start their own enterprise to a comprehensive training methodology which is designed to evoke enterprising behavior and competence in a wide variety of situations. The fundamental assumption is that people with a clearer vision of their goals and equipped with the skills to achieve them are far more likely to become productive individuals in society.
Although the training methodology has a wide appeal and has been applied in a variety of situations, its core focus remains the stimulation of growth and the development process of small and medium enterprises including that of the informal sector. It develops and enhances the business management and personal competencies of the two sets of actors which are considered as the most important players in the enterprise growth process, namely: entrepreneurs and the personnel or enterprise support and regulatory institutions. The emphasis with entrepreneurs is on improving their business performance while with personnel from enterprise support and regulatory institutions more attention is given to creating a positive enabling environment at the macro and meso levels.

In the context of this background and experience of CEFE, its main objective therefore is:

To improve the entrepreneurial performance of economic actors through:

• Guided self-analysis

• Stimulating enterprise behavior

• Build up of business competencies
Many training programs have the objective of transferring skills and know-how, with the result that knowledge is acquired but there is very little subsequent application. Why this is so? This is because of the absence: of working on the motivation to act, the strengthening of capabilities to act, and the testing of the capabilities in “real-life simulation exercises”. This is particularly the case with the lower income target groups whose experience and exposure to more formal business situations such as applying for a loan from a bank, precludes their competence in handling the rigors of sophisticated business environment that comes with growth.

CEFE training focuses on the circumstances involved in decision-making during the kind of interactions described above. Its objective is to increase the competence of key economic actors to generate productive interactions. There are essentially six stages in a CEFE training program regardless of the target group. The six (6) stages are as follows:

1. The first stage is awareness, in which the participants are encouraged to examine who they are, clarify their own values, and evaluate their own personality, motivations, capabilities and personal resources.

2. The second stage is acceptance or recognition of one’s strengths and weaknesses- not everyone has to be a leader or a hero, but being more creative, innovative, and competent is likely to produce rewards in any profession.

3. The third stage is goal setting where the emphasis is placed in developing clarity of purpose in one’s short and long term goals in life.

4. The fourth stage involves developing strategies or action plans, which are oriented to generating growth. This is done after analyzing the relevant components of six factors mentioned above and includes the upgrading of knowledge about economics and entrepreneurial decision-making.

5. The fifth stage is direct experience where the emphasis is on doing structured learning experiences (SLE’s) and encountering “real-life” situations, assist in building up this experience in which strategies are tested, evaluated and modified.

6. The last stage is transformation and empowerment where the competencies acquired come together into a pattern that matches personal strengths and weaknesses with goals.

An overall guiding principle to the training is the ownership of the process, which is acquired through the time, and energy that participants must invest into the highly demanding schedule of each course.

By moving through these stages from awareness to transformation, the participant is given the opportunity to experience personal growth and to develop a more enterprising approach to life. The amount of empowerment that actually takes place is in direct proportion to the investment made by the participant and to the increase of economic opportunities. 

The CEFE Course Design

A Full CEFE Course covers a period of 3 to 5 weeks depending upon the time required for the potential entrepreneurs to do their field work and write their business plans. In general, the trainees spend about one third of their time outside the course venue collecting and analyzing information and preparing for short term presentations.

The Selection Process

 Prior to the course implementation, the entire CEFE process begins with the identification of the appropriate sponsors and donors institutions within the host country. This is followed by promotion and media campaign to attract attention of a significant number of potential candidates. All application forms are received and meticulously analyzed based on the standard CEFE Participant’s Selection Manual. Finally, a selection panel consisting of representatives from the sponsors and donor institutions, banking community, NGO’s, etc. are constituted to interview the potential participants and make the final choice.

The Entrepreneur and Core Business Competencies

The Full CEFE Course opens with a series of behavioral exercises that are played to break the ice between the participants and to establish role models that highlight individual entrepreneurial characteristics and business skills such as: opportunity seeking, risk taking, persistence, numeracy, etc. The participants are allowed a day of goal clarification where they determine their short and long term goals, the activities required to attain them and the potential conflicts that may arise both between goals and between their actions and the environment in which they must operate. Essentially, this module aims to facilitate the transformation of less exposed private individuals into public persons capable of running businesses.

Creativity and Idea Generation

This one-day module presents the participants with “brain teasers” (which require no prior formal skills) to stretch their imagination beyond the norm. These sessions are usually wild, competitive and non-conventionalism is encouraged as a form of self-expression and ideas (no matter how they may be) are generated for potential projects. 

Project Selection and Development

After the trainees have been throwing out wild ideas on their search for feasible products, they are ready for systematic “idea processing” with regard to new and potential enterprises for the locality. The central question posed to them is “ what businesses do you think could be viable here which you could possibly undertake?” Trainees would most probably come out with a list of 30 most feasible projects during the process. 

Since one of the main strategies of CEFE is to pass on the responsibility for decision-making to the entrepreneurs themselves, no prodding is given to the trainees in selecting their own project idea from the lists. Trainees are however encouraged to choose 2-3 potential ideas in preparation for an initial screening which takes place in two steps: first, the guidelines are given on how to assess an opportunity, whether it has future, whether the government supports the idea, if one get the license to import the raw material, etc., the second step involves sending the trainees for one (1) day into the field to talk with potential suppliers, wholesalers, retailers and consumers about the 2-3 potential product lines they may make. This feedback is usually sufficient for helping the trainee to make a choice and it is far more effective than any consultancy advice he/she may be given from outside. 

Once the trainees have chosen their project ideas and are convinced after initial market assessment that the project is worth pursuing, they are asked to bring samples, models or drawings of their competitors’ products on their own costs in order to present them to the class for the next module on product development. This can take 2-3 days. In these sessions, each trainee subjects their competitors’ products to both SWOT (Strengths, Weaknesses, Opportunities and Threats) Analysis and Value Analysis in order to design a product, which has widespread local appeal. The feedback, which the trainee gets during this module, is also a mini-market survey of consumer preference. Rather than simply copying what is already available in the market, the trainees as they are newcomers, have the opportunity to introduce something a little different which may give them advantage in entering the market. These sessions also encourage the trainees’ self-confidence in their own products. 

Business Design and Development

The Market Check

It would be difficult to combine this module if the course was not conducted in the location in which the trainees expect to establish their enterprise. Through market scenarios and field tests, they are given guidelines and examples of how markets in this locality operate and how to conduct a demand survey for their new product. This module concentrates on questions such as: how much of the product is currently being sold in their chosen market areas, how many competitors they have and of which size, whether their product features are similar or dissimilar, what share of the market they can reasonably capture and lastly what marketing strategy they should adopt. The conclusion of this module is a rational capacity size for their proposed businesses based on what realistically can be sold. This module usually lasts 3-5 days.

Technology Choice

When the expected volume of sales design has been determined, the trainee can turn their attention to choosing the most appropriate equipment and machinery that will be needed in their business. Again guidelines and examples are given to assist the trainees in decision-making and further days are devoted to field work in order to obtain estimates of the costs involved.

Organization and Management
In this part of business design and development, the trainee decides the most appropriate legal personality of the proposed business. Thereafter, the trainee decides on the structure and organizational set-up and devise the most efficient way to implement all the pre-operating activities of the proposed business. Finally, the trainee calculates the cost implications of the organization and management aspects of the proposed business.

Project Finance
In this module, further field information is collected on raw material and overhead costs, availability and training requirements of labor to be employed and determination of costs in distribution and advertising. Then, after all these information have been collected, the trainee is in a position to calculate the working capital, the total investment, the loan requirements, the final sales price of the product, the break-even point including loan installment, if any, the profit and loss for the first year and the return on investment. Several days of coaching individuals are devoted to polishing the project studies to ensure that all calculations and results are realistic.

Writing the Business Plan

When all figures and estimates seemed right, the trainee starts writing (and re-writing) the business plan of the proposed business.

Presentations to Bankers
Since we are dealing at this point with real entrepreneurs with real projects, real bankers or credit institutions are invited to appraise the participants’ individual business schemes and give their comments. The trainees are given sufficient time to present their projects using various visual aids, to a panel of Branch Managers/Department Heads of banks from the location in which the course is conducted and from which majority of the trainees have an opportunity to present the distinguishing features of these projects and commence the start-up of the business. They also can effectively use the feedback to make final changes in their proposal before submitting their formal application for a loan.

When this module is completed, a short closing ceremony is held and the trainees are left to pursue or drop their ideas depending on their own initiative, interest and resourcefulness. Follow-up services are provided only on an ad-hoc basis after this and are given only to those who can demonstrate that they are taking active steps on their own to start their business.

Project Implementation and Management

Project Management

This training could be implemented with collaboration and coordination with CEFE International or with CEFENET Philippines. A pool of CEFE trainers are available to run the program anytime.

Training Evaluation

CEFE is an international training program with established system of daily, mid and post-training evaluation instruments.

Performance Indicators

At the end of the training program, the trainees are expected to have: acquired attitudes, skills and knowledge in competency-based entrepreneurship, developed well-qualified Business Plans within the training duration which will be presented either to the trainees’ sponsors or for their implementation after the training proper.

Budget

Based on the standards set by CEFE International and CEFENet Philippines, a CEFE Full Course training can be conducted with a minimum of 15 and a maximum of 25 participants for purposes of maximizing learning effectivity and training manageability.

For a maximum of 25 participants attending an 18-day live-in CEFE training program to be held in Cagayan de Oro, Philippines, the following cost computation will apply (in US $):

	Expense Items
	25 Pax

	Pax meal & lodging accommodation ($ 8/pax/day x 18 days)
	$3,600 

	Trainer’s meal & lodging accommodation ($ 8/trainer x 2 trainers x 18 days)
	$288 

	Use of training venue: $ 20 x 18 days
	$360 

	Training materials: $ 20/pax
	$500 

	Trainers Professional Fee
	

	2 Full-time trainer @ $80/day x 18 days
	$1,440 

	1 Part-time trainer @ $50/day x 18 days
	$900 

	Sub-Total
	$7,088 

	Overheads & Management Cost (15%)
	$1,063 

	Total
	$8,151 

	Cost per Trainee
	$326 
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� Barangay = smallest administration unit in the Philippines





