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EXECUTIVE SUMMARY

The Ministry of Finance is in the process of developing a new policy framework for
the development of M/SMEs in Egypt. The SMEPoL project was initiated to enhance
the enabling environment for M/SMEs in Egypt, and key policy documents were
developed for this purpose. And, while the important contribution of female owned
and operated M/SMEs to the economy and overall development strategies of the
nation has been recognized, there is still a gender gap in the policies and programs
developed in support of SMEs.

In Egypt, as in various other countries, many policies are gender-blind, or gender
neutral, assuming that men and women face the same issues. Discrimination against
women, whether intentional or unintentional, clearly has a direct impact on their
participation in the work force. This discrimination can manifest in socio-cultural
attitudes which impact education, career choices; legal frameworks which impact
labour laws, maternity leaves; or economic strategies or procedures which impact
women's equal access to resources.

This document identifies gender gaps in current M/SME policies, programs and
services existing policies that marginalize female entrepreneurs through legal and
institutional frameworks, systemic discrimination inherent in value systems or
customs, and inhibit the ability of women to participate equally. The information used
to identify the gender gaps was based on three main activities in addition to a general
research of gender issues and SMEs: a literature review of international experiences
and best practices, a focus group study, as well as results from past labour surveys,
and a review of six key policy documents developed by SMEPol.

Once the gender gaps were identified, various policy alternatives to remedy the
current situation were developed, and placed them within the overall conceptual
framework of a policy cycle approach. An action plan was also developed, identifying
the actors involved at each stage of implementation and a proposed time frame for
completion.

The policy recommendations provided range from legal and institutional reforms, to
basic improvements in service provisions in an effort to provide a holistic and
sustainable approach to enhancing the role of female entrepreneurs in Egypt.

This document is divided into four main chapters. The first chapter provides a brief
introduction, and describes the methodology and conceptual framework used in the
study. The second chapter presents a literature review on international experiences
and best practices in engendering SME strategies. Chapter three provides a situation
analysis for SMEs in Egypt, and identifies the issues and opportunities facing female
entrepreneurs. It presents an overview of the Egyptian labour surveys, results of the
focus group study, and a summary of gaps found in the key SMEPoL documents. It
then provides policy alternatives to address the various constraints faced by women-
SME owners and outlines policy recommendations. Chapter four presents an action
plan by which to implement the recommendations.



TABLE OF CONTENTS

CHAPTER ONE: INTRODUCTION AND OVERVIEW 7
INTRODUCTION 8
1. METHODOLOGY 9
2. CONCEPTUAL FRAMEWORK 10
CHAPTER TWO: INTERNATIONAL EXPERIENCE 15

CHAPTER THREE: TOWARDS GENDER —-SENSITIVE SME POLICY IN EGYPT58

1. SITUATION ANALYSIS 59
THE FEMALE LABOUR FORCE IN EGYPT 59
WOMEN ENTREPRENEURS IN THE M/SME SECTOR 60
SERVICES AVAILABLE FOR THE M/SME SECTOR 61
EGYPTIAN LABOUR MARKET AND POPULATION SURVEY 2006 64
FOCUS GROUP STUDY 67
SMEPOL KEY POLICY DOCUMENTS 72
2. POLICY ALTERNATIVES 77
ISSUE 1: LACK OF SEX-DISAGGREGATED DATA 77
ISSUE 2: LACK OF EXPERIENCE 78
ISSUE 3: LACK OF A SUPPORTIVE INSTITUTIONAL AND LEGAL FRAMEWORK 81
ISSUE 4: ACCESS TO BUSINESS DEVELOPMENT SERVICES (BDS) 83
ISSUE 5: ACCESS TO FINANCE 84
ISSUE 6: ACCESS TO NETWORKS 86
ISSUE 7: ACCESS TO MARKETS 86
3. POLICY RECOMMENDATIONS 38
CONCLUSION 92
CHAPTER FOUR: ACTION PLAN 93
BIBLIOGRAPHY 97
ANNEXES 103

ANNEX 1: SELECTED CASES OF BEST PRACTICES FROM LITERATURE
REVIEW 104




ANNEX 2: FOCUS GROUP STUDY AND SURVEY 105

ANNEX 3: REVIEW OF KEY SMEPOL DOCUMENTS WITH TEXT INSERTS
PROPOSED 121




ADSP
APDF

BEE
BEE

BL
BRC
BWNNI

CAPMAS
CDFls
CEDAW

CIDA
CSR

DTI

EDMIS
ELMPS

FAMOS

GBI
GDP
GROW

IFC
IDRC
IDSC
ILO

LAC Facility

MENA
MOF
M/SME

NFWBO
NCW
NDC
NSIC

OED
OWBO

PPP
PRS

LIST OF ABBREVIATIONS

Agricultural Development Strategy Program
Africa Project Development Facility

Black Economic Empowerment

Business Enabling Environment

Business Link

Business Resource Centre

Business Women’s Network Northern Ireland

Central Agency for Public Mobilization and Statistics
Community Development Finance Institutions

UN Convention on the Elimination of all forms of Discrimination
Against Women

Canadian International Development Agency

Comprehensive Spending Review

UK Department of Trade and Industry

US Entrepreneurial Development Management Information System
Egyptian Labour Market Population Survey

Female and Male Operated Small Enterprises

Gender Budget Initiative
Gross Domestic Product
Growing Real Opportunities for Women

International Finance Corporation

International Development Research Centre

Information and Decision Support Centre, Cabinet of Ministers
International Labour Organization

IFC Latin America SME Facility

Middle East and North Africa
Ministry of Finance
Micro, Small and Medium Enterprises

National Foundation for Women Business Owners
National Council for Women

National Development Corporation

National Small Industries Corporation

US Office of Entrepreneurial Development
US Office of Women's Business Ownership

Public Private Partnership
Poverty Reduction Strategy



RDA
RDS

SAPs
SBA
SBDC
SBS
SCORE
SEDF
SEDO
SFD
SIDO
SIDP
SME
SMEDP
SMEPoL
STP

TEA
TGNP

WBC
WBDC
WBENC
WBEs
WEC
WEI
WD
WIRE

UK Regional Development Agencies
Rural Development Strategy

Structural Adjustment Programs

Unites States Small Business Administration
Small Business Development Centre

UK Small Business Service

Service Corps of Retired Executives

South Asia Enterprise Development Facility
Small Enterprise Development Organization
Social Fund for Development

Small Industries Development Corporation
Sustainable Industrial Development Policy
Small and Medium Enterprises

Small and Micro Enterprise Development Policy
Small and Medium Enterprise Policy Development Project
Strategic Trade Policy

Total Early Stage Entrepreneurial Activity
Tanzania Gender Networking Program

Women’s Business Centre

Women Business Development Centre

Women's Business Enterprise National Council (USA)
Women's Business Enterprises (USA)

Women'’s Entrepreneurs of Canada

Women's Enterprise Initiative (Canada)

Western Economic Diversification Canada

Women in Rural Enterprise



CHAPTER ONE: INTRODUCTION AND OVERVIEW



INTRODUCTION

During the last decade, interest in Small and Medium Enterprises (SMESs) has risen
dramatically, with the majority of developed and developing countries establishing a
number of policies and programs to enhance their competitiveness and ensure the
active participation of these enterprises in the economy. This interest arises from the
fact that SMEs form a growing segment of the economy, and as such significantly
contribute to job creation and return investment into the national economy, as well as
contributing to poverty alleviation strategies.

In Egypt, M/SMEs are a crucial part of the economy, accounting for "over 99% of all
non-agricultural firms, and almost 75% of private sector employment."* The Egyptian
government is counting on this sector to generate the major supply of employment
over the next two decades. And, while free markets and economic restructuring have
opened new avenues and opportunities for SMEs, they have also highlighted some of
the constraints faced by these enterprises, despite the various support programs
currently in place. These issues have created a need for renewed policy to produce a
more supportive environment for SME growth and competition.

Fundamental to this supportive environment is the integration of gender concerns in
policies and programs. The aim is to ensure that key legislation or policy is as
attractive and attainable to women as it is to men. This does not mean the
development of programs or policies that target women exclusively, rather it requires
a gender-sensitive approach that is inclusive to both the needs of males and females,
with the recognition and understanding that men and women have varied needs and
priorities which evolve over time.

In recognition of this situation, the Small and Medium Enterprise Policy Development
Project (SMEPoL) was initiated in June 2000, and is a joint initiative between the
Ministry of Finance (MOF), the Canadian International Development Agency (CIDA)
and the International Development and Research Centre (IDRC), to assist the
Government to improve that policy environment for M/SME development. The
purpose of this project is to support MOF in the development of M/SME policies,
legislation and regulations. The overall impact of the project will be an improved
gender-sensitive M/SME policy environment resulting in reduced financial and non-
financial constraints and increased opportunities for M/SME development.?

The objective of this study is "to review selected key studies/policies developed by
SMEPoL project using a gender lens and to engender such studies/policies.”

Engendering or gender mainstreaming refers to the legitimacy of gender equality as a
fundamental value that should be reflected in development choices and institutional
practices and policies, as it is integrated in the "mainstream™ of dominant ideas,
development directions and the decisions and actions taken in accordance with those
ideas and directions.

! Ministry of Finance, www.sme.gov.eg, accessed February 2007
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The overall goal of gender mainstreaming is to achieve progress towards gender
equality, and to ensure that gender equality is pursued from the centre, rather than the
periphery. Gender Equality refers to equality of treatment of men and women under
the law, equality of opportunity, including equality

in access to human capital, and other productive Box 1: GENDER
resources.® This does not necessarily mean MAINSTREAMING: DEFINITION
"sameness" however it does mean treating men and
women the same, while acknowledging and "Gender mainstreaming is the re-
accommodating their differences. It should be organization, improvement,
recognized that gender equality is not just a development and evaluation of
"women's" issue, it is a societal one. In order for po“cy processes so that a gender
gender equality to be achieved, there has to be equality perspective
effective integration of gender issues in all stages of | incorporated in all policies at all
policy and development planning issues at the stages by actors normally
onset. involved in  policy making."
Council of Europe.

Tools for gender mainstreaming may include a
combination of any of the following:

Laws

Policies

Programs

Advocacy

Capacity Building
Gender-disaggregated data
Coordination and collaboration between stakeholders and line ministries
(departmental visions)
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1. METHODOLOGY
Both qualitative and quantitative methods were used in this research.

A literature review of international experiences was conducted using secondary
research. Articles, documents, international trade agreements, and online sources
were consulted in order to compile case studies and best practices of gender
mainstreaming in M/SME strategies in both developed and developing countries.
Countries selected for this review included the United States, United Kingdom,
Canada, South Africa, and the United Republic of Tanzania.

A focus group study, was conducted for Egyptian M/SME owners in order to elicit
first hand views and concerns of those directly impacted by the existing SME policy
environment, and to identify the different problems encountered by female and male
entrepreneurs during the start-up and operational phases of their enterprises.

The focus group study was conducted in Cairo, in February 2007, and consisted of
four separate sessions, for a total of 16 female and 16 male M/SME owners. Half of
the selected interviewees owned enterprises located in Manshiet Nasser (urban area)
and the other half were from Oseim (rural area). The types of enterprises included
manufacturing for items such as food, garments, bed covers and handicrafts,
detergents and shoes, as well as service provision through outlets such as a

® World Bank, 2001 p.35



supermarket, cyber cafe, nursery, library, computer services and a retail outlet for
clothes.

Open-ended questions used during the focus groups allowed interviewees to be more
involved in their responses and provided valuable insight on the different experiences
and perceptions of male and female entrepreneurs.

A review of key SMEPoL documents was also conducted to assess the current gender
gaps in the available SME studies. A total of six documents were reviewed:
1. The Application of Leasing within the SME sector
2. Enhancing Competitiveness for SMEs in Egypt
3. A Tax System for Micro, Small and Medium Enterprises in Egypt
4. Applying a Patent System on Micro Enterprises in Egypt
5. Research Study on Streamlining the Egyptian Laws, Regulations and
Procedures Governing SMEs Establishment, Growth, Export and Exist
6. Research Study on Streamlining the Egyptian Laws, Regulations and
Procedures Governing Registration of Property

2. CONCEPTUAL FRAMEWORK

The policy cycle approach represents the path a policy takes through its life span. The
cycle is divided into a series of stages, each of which represents a distinct phase of the
policy process. The cycle incorporates feedback from the impact that a policy makes
into the policymaking process itself.

A policy cycle should reflect the following stages:
1. Policy Initiation
The stage of policy initiation reflects the prevailing view that there is a
problem, and that this problem impacts a large section of the population. There
has to be a clear perception of the problem, and a definition which clarifies the
issue at hand. There has to be a champion who is willing to draw the attention
of the government to the problem and advocate for specific actions to be taken
to address the problem.

With regards to SMEs, gender blind rules and regulations have started to be
perceived as general problems that affect the development of the economy.
By excluding 54% of the available human development resources, it also
affects the situation of women as active partners in development, and as
female heads of households, responsible for approximately 20% of the
families in Egypt.

This issue was championed by a number of actors such as MOF, the National
Council for Women (NCW), international donors, NGOs, and research
conducted at international as well as local levels.

2. Agenda Setting
Once a problem has been identified, it has to compete with several other issues
in order to attract the attention of decision makers and become a priority on
the government agenda. That is, the issue gets on the systemic agenda of the
general public, and it is widely discussed as an issue for governmental
involvement.

Media coverage is a good indicator of systemic agenda status. It shows that
the issue has hit the public agenda and that the scope of the issue/conflict has
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been sufficiently expanded. Established, or expected, sources of funding for
the issue at this stage, while not essential, are preferable. The issue then
reaches the formal government agenda when it is scheduled to be discussed by
a governing body.

Policy for SMEs has faced several problems in Egypt, particularly as there
was no general consensus as to whether labour intensive projects, or SMEs
were the best approach to development and economic growth in Egypt.

Lately however, with the local and global recognition of the vital role of SMEs
in the economy, the need for effective and renewed SME policy has attracted
the attention of decision makers. Content analysis of the President's speeches,
especially those in the annual opening speech to Parliament, the government's
statement and the ruling party's policy papers, reflect a rising interest in SMEs
in general. However, emphasis is needed to develop more gender-sensitive
policies for this sector.

Policy formulation

Once the issue reaches the government's agenda, a situation analysis narrows
the issues at hand, and alternative solutions are developed with a gender-
sensitive view in mind. ldeally, the various stakeholders and beneficiaries of
the proposed alternatives should be able to voice their opinions and concerns
during the formulation of the various options.

After assessing the alternatives, the most viable solution is reflected in a
policy document, a law or a sanctioned action plan. This is the strategy by
which the objectives of the policy will be met. This document should provide
detailed information on the policy in question, provide a detailed framework
and identify all the actors involved in the implementation of the proposed
actions. It should also provide indicators of the success of the policy for
reference.

After assessment of the current situation in Egypt and the overall enabling
environment, MOF and other partners have consented that there are various
issues that affect the competitiveness and longevity of Egyptian SMEs. It was
clear that current policies were not sufficient to help SMEs reach the economic
and employment goals expected by the government. The need for renewed
SMEs policy was clear, and this was reflected in the establishment of the SME
Law 141/2004 which outlined services to be provided in support of SMEs by
the Social Fund for Development and other institutions, and the initiation of
the SMEPoL project as tools to review and revise the current situation.
SMEPoL was able to provide various policy alternatives in the shape of action
plans (yet to be implemented).

Implementation

The implementation stage is critical to the success of any policy.
Implementation involves three main activities: organization, interpretation,
and application. There needs to be an organization or set of organizations with
appropriate resources (people, funding, facilities, etc) to carry out the program.

It is essential to have coordination and collaboration between stakeholders,

and that the overall institutional commitment exists. There has to be dedication
at the management level of institutions that gets filtered down the hierarchy.
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All employees must feel that there is stern commitment on behalf of their
respective institutions to fulfill the required obligations in the true spirit in
which they were proposed, and that this policy is not just a superficial
fulfillment of political rhetoric.

Currently, there are various programs that exist for the support of M/SMESs in
Egypt. They are offered by government institutions, NGOs and projects
initiated by international donors. However, upon closer view of the methods of
implementation, it is clear that the main issues in implementation are lack of
coordination between all the programs offered, and a weak institutional
framework to deal with M/SME requirements. Many of the services mandated
by SFD, the main coordinating body for SMEs as mandated by the
government, are fragmented, incomplete or inadequately prepared. This has
created a need for stronger collaboration between institutions offering SMEs
support, and stronger networking between SME.

Evaluation

Evaluation occurs before, during and after the passing of a policy document.
Before its passing a policy has to be carefully examined to ensure it is gender
sensitive, that the objectives are defined, and that the expected results are
measurable and attainable.

During the implementation of a policy, monitoring has to occur on a regular
basis to ensure that activities are occurring according to plan, on schedule and
that all actors are involved as they should be, in coordination with each other.
Monitoring ensures that the policy is being enacted as it was intended and is
not just a superficial tool.

At the end of the defined policy period, a final evaluation is completed to
ensure that the policy achieved its outcomes and outputs as intended. The
evaluation of policy outcomes may demand further action, and these demands
feedback into the policy making process. A few years after the end of the
policy period, a final impact evaluation can occur to measure the long term
effects of the policy.

Careful monitoring of the current activities and enabling environment for
SMEs in Egypt, as well as evaluation of institutional mechanisms have
magnified a need to revisit the existing policies. Of particular relevance is the
gender—neutral nature of the policies which assumes that men and women face
the same obstacles and are impacted in the same manner by these policies.
This has prompted the SMEPoOL project to reassess its newly developed policy
documents, and to re-consider them through a gender lens.

12



Figure 1: The Policy Cycle Approach
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implementation
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STAGE 4
IMPLEMENTATION

-Polices/programs/ action plans
are implemented by various
actors involved

- Commitment exists on the level
of management in all partner
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- Coordination and collaboration
between all actors

STAGE 1
POLICY INITIATION

- Identify the problem

- Problem affects large
segment of population

-A "champion” is present to
advocate for the issue

STAGE 2
AGENDA SETTING

-Attract attention of
decision makers

- Advocacy for the issue,
media, publications, etc.
-ldentify possible funding
sources

STAGE 3
POLICY FORMULATION
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Gender mainstreaming in the policy cycle approach ensures that throughout the five
stages, and as ongoing monitoring and evaluation of policies, gender issues will
always be in the fore-front.
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CHAPTER TWO: INTERNATIONAL EXPERIENCE
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. INTRODUCTION
A. Rationale Underlying Efforts to Engender M/SME Policies

Gender-related business opportunities are becoming more and more valued. Not only
are women a growing percentage of business owners in both developed and
developing countries, they are also creating a growing demand for business credit, in
markets in which they remain largely underserved. Many governments, keen on
stimulating economic development, are finally recognizing that gender equality and
business growth must go hand in hand. The international development community is
progressively addressing gender mainstreaming as a priority. Various donor-funded
projects now address gender as an integral cross-cutting theme in their interventions.

Gender mainstreaming in policy areas is a necessity to address market failure; the
costs of addressing such failures - measured both economically but above all in
societal terms — have to show a positive rather than negative balance. Another
stimulus for involvement in policy areas is that of equality of access to services and to
entrepreneurship. In doing that, governments resort to the following instruments:

1 meet needs directly, if they are not being provided;

1 help to create or enable markets that bring supply and demand together; and

9 subsidise those non-governmental activities that are concurrent with policy
goals and would otherwise not be served.

In devising these instruments, governments must address service delivery gaps, either
through own efforts or through involving the private sector; in the latter case, they
must create the necessary incentives for such delivery to take place. Governments
must also ensure the best utilization of resources, depending on clearly defined
criteria. While these criteria typically include GDP growth, innovation, productivity
or competitiveness, societal benefit should also be addressed. In doing so,
governments must ensure that policies are designed from the user point of view, to
increase consumption by the targeted beneficiaries and minimise consumption by
those who do not need the services or can afford them elsewhere - thereby reducing
or, ideally, eliminating deadweight. Also, government must ensure that the incentives
for service delivery do not interfere with and thus reduce the effectiveness of the
policies concerned.”

B. Engendering M/SMEs - How do Women and Men Entrepreneurs Compare?

1. Developed Countries

In the G7° countries, differences between male and female activities are narrowest at
the earliest stages of start-up, but become wider as businesses grow. Women are less
likely than men to believe in their skills to start a business, to know an entrepreneur
and to think that good business opportunities exist. Their fear of failure more often
prevents them from starting a business. They are also proportionately more likely to

* Westall, Andrea, 2006:21.
® Canada, France, Germany, Italy, Japan, United Kingdom and the United States, excluding Russia in
the context of meetings for finance ministers and governors of central banks from those countries.
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set up a business for social rather than financial purposes in the first instance.
Generally speaking, women expect to create fewer jobs and yield lower turnover and
growth. However, there is no evidence that women’s enterprises are less scalable
than men’s.

Female businesses are under-capitalised, requiring two-thirds on average in start-up
funding compared to men. However, both men and women require equal sums in
external finance, because men invest two thirds themselves and women just half.
Women have lower failure rates in accessing overdrafts and unsecured loans to
finance their business than men; however, fewer women are applying in the first
place. Women who are not likely to set up a business mention financing as the main
barrier, although lack of interest, time commitment and lack of confidence also play
an important role. ®

Interestingly, nearly 50% of female entrepreneurs said they were setting up a business
in an area that was new to some or all customers, compared to just over 45% of men.
Nearly twice the number of female entrepreneurs compared to male were setting up
around a technology that was not available a year ago (20.9% compared to 10.6%).
There is a general consensus that technology provides an enabling mechanism for
women. Home and flexible working provide the potential for more women to engage
in the labour market, easing the financial and personal burdens associated with
household and childcare. Women are well-suited for a flexible entrepreneurial
workforce.

2005 Data shows the following:

1 The US has the narrowest gap between female and male entrepreneurship, while Japan has the widest gap.

1 Generally, entrepreneurial activity in the G7 economies increased slightly between 2004 and 2005.

1 Five of the seven G7 countries saw slight increases in TEA rates between 2004 and 2005: US (from 11.3%
to 12.4%), Germany (from 4.5% to 4.8%), Italy (from 4.3% to 4.9%), Canada (from 8.9% 9.3%), and Japan
(from 1.5% to 2.2%). The two exceptions to this were the UK, which saw entrepreneurial activity fall very
slightly from 6.3% to 6.2% and France from 6.0% to 5.4%.

9 The US and Canada, who out-perform the other G7 economies in terms of entrepreneurial activity generally,
have both seen slight drops in entrepreneurial activity amongst women.

9 Levels of female entrepreneurship in Italy, France, Germany and the UK were very similar in 2005.

T Over the past three years, women’s enterprise in the G7 countries has been remarkably stable with slight
increases in Germany (from 2.6 % to 3.8% in 2005) and Italy (from 2.3% to 3.7%) and slight decreases in
the US (from 10.7% to 9.7%), France (from 3.8% to 3.3%) and Canada (from 6.1% to 5.6%). Levels of
female entrepreneurial activity in Japan and the UK stayed the same between 2004 and 2005.

(Harding).

2. Developing Countries

In developing countries, concerns over debt, macroeconomic adjustment, trade
liberalization, and sustainable development pushed gender issues to the background in
the policy and theory debates of the 1980s. Ironically, the shift toward short-term
policies exacerbated existing contradictions, which propelled technology- and gender-
related issues back to the top of the development policy agenda. It became obvious

® Harding, Rebecca:8-9.
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that growth-oriented strategies alone are not sufficient to meet the needs of the
poorest segments of society, particularly women. Structural adjustment programs thus
led to a renewed “feminization” of labour activity. As a result, it became necessary to
re-examine gender issues related to M/SMEs, if policy changes at the national and
international levels were to keep pace with socioeconomic realities.” Researchers
provide a great deal of insight and evidence to support the claim that development-
planning practices ought to take into account a wide range of social and political
needs and rights of women, if more narrowly defined economic goals are to be
achieved. They define new concepts for planning and policymaking by explicitly
considering gender equality.

Women in the M/SME sector generally earn low wages or contract salaries; enjoy
only limited protection by labour regulations; are isolated from production and
informal information exchange; and face insecure employment or marketing
contracts. On the positive side, flexibility and the freedom to combine income-earning
activity with domestic responsibilities must be mentioned.?

Surveys of female entrepreneurship patterns in Africa, Latin America and Asia show
that the number of female-owned and -operated enterprises is far greater than
previously believed. Firms are clustered in a small number of sectors: commerce,
services, and light manufacturing

such as garment construction,
food processing, and assembly.
Many manufacturing businesses
are located in the home and form
part of the informal sector.
Returns to female-run enterprises
are lower than the average for the
sector. Generally  speaking,
women’s firms are smaller than
those owned and run by men.
Women-owned M/SMEs  are
generally not more likely to close
than male-owned ones, if personal
reasons for closure (such as
childbirth) are excluded.’

Women’s enterprises are
comparable to men’s in terms of
longevity, but show slower rates
of growth, and are less
represented in sectors with highest
growth rates such as construction,

9 In Kenya, the overall average return for enterprises
owned by women is only about a quarter of the level
earned in enterprises owned by men.

9 45% of women-owned MSMEs are home based,
compared to 19% for men.

9 In Zimbabwe, the five sectors with the highest
percentage of women entrepreneurs had the lowest
capital and skills entry barriers.

1 In Kenya, 33% of female owners have no education
compared to 10% for men.

148% of women had some primary education
compared to 59% for men.

9 75% of female-owned enterprises earned incomes at
or below the minimum wage compared to 52% of
male-owned enterprises.

1 Also while 27% of men-owned enterprises earned
incomes levels at least twice the minimum wage this
was only the case for 16% of women.

9 The income earned by women in productive
enterprises is often spent on household maintenance
rather than reinvested in the business.

transportation and personal services. Main problem faced by women entrepreneurs are
market demand, closely followed by lack of access to raw materials and intermediate

" Marcelle and Jacob.

® Lycklama & Nijeholt 1992; @stergaard 1992; Buvinic 1993; Holcomb and Rothenburg 1993; Moser

1993.

® Integrating a Gender Perspective in Microfinance in ACP Countries, How do Women and Men

Compare.
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inputs. Men, on the other hand, complain more about access to fixed and working
capital, access to tools and equipment and constraints arising from government
regulations.

In a striking contrast to women’s access in developed countries, in developing ones,
barriers to access to technological resources were clearly identified as a significant
problem. In Thailand, for example, low rates of technological innovation in the
systems used by women played an important role in limiting market access, by
restricting their products to the low-priced domestic demand. Women working in the
Thai silk industry using traditional weaving equipment could not produce goods of
sufficientlguality for export. Obviously, technical and vocational training is needed in
this case.

C. The Need to Engender Policy

Private sector activity is critical to poverty reduction, as the major engine of economic
growth. The state has a key role to play in providing the enabling environment and the
necessary incentives for the private sector to play such role. It is through establishing
and enforcing the rules for market operation and providing the necessary
infrastructure that the suitable investment climate is created.

While the optimal complementary roles of the public and private sectors vary
significantly by country, a sound investment climate providing basic political and
macro-economic stability remains a prerequisite. Examples include clear and
enforceable property rights, a sound judicial and contracting system, a reasonable
level of certainty about government policy within a good governance framework, red-
tape minimization, efficiently functioning financial institutions and labour markets, a
good physical infrastructure (roads, utilities, communications), and access to basic
social services like health care and education. While achieving these goals creates
the necessary climate for entrepreneurship in general, engendering such policies
provideﬁ women entrepreneurs with opportunities they would not otherwise be able to
access.

1. Prerequisites for Private Sector Growth Affecting Both Women and Men

Governments are increasingly conscious that macroeconomic stability is an essential
precondition for private sector activities. Monetary policy with low real interest rates
and low inflation encourages private sector investment and can thereby improve the
economic situation of the poor disproportionately. Fiscal policy, such as tax rates,
influence levels of private sector activity and the extent to which business may be
done in the informal sector. For example, in an effort to improve the business
environment the Slovak Republic recently reduced the corporate tax rate from 40% to
25% and Australia has simplified tax compliance for small businesses.*?

Good governance and lack of corruption are crucial for monitoring and enforcement.
Regulatory regimes that encourage competition, foster innovation and avoid excessive
‘red tape’ that can hinder business start-ups as well as on-going operations support

10 Marcelle and Jacob.
11 OECD:2001.
12 OECD:2002.
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private sector development. In Peru, it took a staggering 289 days, spending six hours
a day, to legally license a small garment firm*3. In the transition economies of Central
Europe the bureaucracy costs associated with starting a business are still high, both in
terms of administrative time and effort. For example, in Slovakia, prior to starting a
business, there are six different offices to visit in person to fill out the necessary
forms. Seven different regulatory and often contradictory codes govern business'*.
Excessive formal fees, too, can act as a disincentive to formally licensing businesses
as is the case in several Arab countries™.

International trade and investment policies should encourage competition and the
facilitation of technology transfer and innovation. The quality and reach of social
services and infrastructure also influence private sector growth and development, as
detailed below.

2. Gender-Specific Elements of Policy

Discriminatory legal frameworks and labour laws, access to education and
employment opportunities, maternity leave policies and childcare provision have a
direct influence on the participation of women in the labour market.

Legal framework

The legal framework is crucial for creating and maintaining a stable business
environment. Reforms in the area of public utilities, private property law, financial
transactions, corporate law, and bankruptcy all ultimately depend on proper
enforcement. In many countries, however, gender discrimination is codified in law
and women still lack independent rights to own land, manage property or conduct
business, all of which are factors severely limiting their ability to participate
independently in private sector activity™.

Land ownership, tenure security and inheritance rights are also of main importance.
The right to own property is often the key to economic opportunity in a private sector
context, whether it represents security for women as rural land to farm or collateral
for a loan. In many countries, married women are placed under the guardianship of
male family members and cannot conduct business without their consent’’. In
addition to the equity considerations, governments also need to consider the economic
implications of legal discrimination. Burkina Faso is a case in point. There, women
have more secure land rights than in many other African countries; not surprisingly,
female farmers' productivity is significantly higher'®. In contrast, in Nepal, where
women have inheritance rights but must return the property if they marry, the effects
are counterproductive'®. In some Middle Eastern countries, women are not legally
allowed to own businesses or travel without permission male next of kin. In Indonesia
the Marriage Act decrees each family is given one tax registration number in the name
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of a male family member, which hinders independent business operation by women.
Women are also unable to pledge any "immovable property” without male consent®.

The legal environment can be complicated by the existence of multiple legal systems
and, in some instances, customary and religious laws and practices conflict with
statutory law. For example, in Vietnam, despite the 1993 Land law which protected
women's rights to inheritance, sons continued to inherit land in accordance with
earlier custom®’. In many parts of sub-Saharan Africa, women cannot inherit land
following divorce, if they were married under customary law?. In Tanzania, the
pluralistic legal system includes statutory, Islamic and customary law in civil
proceedings, and the latter two favour men in determining property ownership. In
Papua New Guinea communally owned custom land tenure creates problems for
women wanting to use land as collateral®.

While many countries have ratified the UN Convention on the Elimination of all
forms of Discrimination Against Women (CEDAW), it is still the case that local laws
and practices disadvantage women. For example, despite the fact that the Kingdom of
Nepal ratified CEDAW in 1991, there are still over 100 discriminatory provisions
disadvantaging women in 54 different laws®. In fact, in ratifying CEDAW, states
have registered more reservations to it than to any other international document®.

Social services

Health issues are especially critical in developing and transition countries because of
the high incidence of HIV/AIDS. The problem is worst in Sub-Saharan Africa, where
infections are as high as one in four women and one in five men. Not only personal
illness, but also the illness of a family member prevents women from pursuing
income-generating activities. Prevention and mitigation policies, as well as the
improvement of service provision, are bound to positively influence women’s private
sector involvement®.

Increased gender equality in education, both direct and indirect, positively correlate
with macroeconomic growth, a reduction in child mortality, a boost in investment
demand and an increased supply potential into the labour market. Gender equality
and economic development positively reinforce each other: female education is a
good investment that raises national income, and higher income in turn leads to
improved gender equality.

Nevertheless, the lack of immediate return keeps many families from investing in
girls’ education. For example, when school fees were introduced in Zimbabwe as part
of a structural adjustment program, gender bias began to re-emerge in rural areas.
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Such obvious presence of market externalities, coupled with the high costs of gender
inequality, gives rise to a crucial need for public policy intervention.?’

Access to employment

The rapid increase in girls’ access to education has in turn increased the participation
of women in private sector employment in recent decades. Productivity gains and the
ability to compete more effectively with men in the labour market are also direct
results of this improved access. This has not been the case in all countries, however.
A study comparing the economic growth of the Middle East and North Africa region
with that of East Asia from 1960-2000%® showed that gender inequalities in
employment access continue to offset the positive effects of improved education. The
study concludes a major GDP loss related to this reduced access to the labour market
in the MENA region over the last decade. The economic incentives for governments
to encourage greater gender equality in labour force participation are obviously
compelling.

Gender-pay gap

The gender pay-gap prevails in most countries, although narrowing to around 77%
that of men in developed and around 73% in developing countries. Only an estimated
20% of the gender gap in earnings can be explained by differences in worker and job
characteristics, while the remainder is the result of labour market discrimination and
distortions®®. And while women make up the majority of university enrolments in
many countries, yet they continue to occupy predominantly lower skilled jobs at
lower pay and with lower status than their male counterparts. Women's share of the
administrative and managerial labour force is less than their share of the market as a
whole in all countries; at the most senior levels, women hold a minimal share.
Interestingly, evidence from Mexico and the US suggests that firms operating in
competitive environments discriminate less against women in hiring and pay practices
than do firms with significant market power in protected environments®.

Labour laws

Legislation to promote women's rights in the labour market and to encourage access
to private sector employment includes anti-discrimination, equal pay and equal
opportunity provisions, maternity leave benefits and the phasing out of differential
restrictions on working hours and type of employment.

Until recently, legalized job discrimination existed in the developed world. For
example, in the UK it only ended as recently as 1975, when the Sex Discrimination
Act was passed. In many developing economies legal job discrimination continues to
exist. For example, in Indonesia, discrimination against married women in hiring is
still permitted. In transition economies, the creation of new, independent states has
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involved the rewriting of constitutions and laws; however, few have explicitly
prohibited gender discrimination in employment.®:

Equal pay legislation has been introduced by a number of countries since the US
passed the Equal Pay Act of 1963. The Treaty of Amsterdam, ratified in 1998 by the
EU member states, specifically identified the elimination of inequalities between men
and women. Since 1975, the principle of equal pay for equal work has operated
through the Treaty of Rome. In countries such as Greece, New Zealand and Canada,
where obvious wage discrimination where eliminated, the results were significant. In
countries where women are highly represented in the informal sector the difficulties
are obviously bigger.*

The Informal Sector

The lack of accurate data on the informal sector, where women are often more likely
to be in developing countries, remains a great challenge. Street vendors and home
workers are the two largest categories. The International Labour Organisation
estimates the informal economy now comprises half to three quarters of non-
agricultural employment world-wide. In some Sub-Saharan African countries, almost
all of the female non-agricultural labour force is in the informal sector (96% in Mali,
97% in Benin and Chad), and around 90% in India and Indonesia. In Latin America, it
is close to half. In the transition economies, it is estimated that women comprise more
than half of all workers in the informal economy and more women work in the
informal than formal sector.

Given women's high participation rates, the most effective interventions governments
can make are likely to lie beyond labour market legislation. Land and property rights,
better infrastructure (including access to fuel and water, so that household labour
hours are reduced, thereby freeing time for income earning activities) and improved
access to finance are likely to have more impact on improving the participation of
women in private sector development.

Childcare

As women are the primary caregivers in most cases, maternity and parental leave only
serve to postpone women's withdrawal from the labour market, if they are not backed
up by the provision of affordable child care. International labour force trends show
that unlike in the past, women are now more likely to remain in the labour force
during their childbearing years. The effects of government policies regarding the
availability, cost and quality of childcare are obviously immense.

Sweden is a case in point, pioneering in Europe in this regard. Publicly subsidised
childcare at high quality has encouraged mothers' re-entry to the labour force; since
1975 families contribute only 10 percent of childcare costs on average. Transition
economies provide an interesting counterpoint: under socialist regimes, free or
subsidized childcare was widely available and has subsequently diminished and
become much more expensive, affecting women's ability to work. For example, in the
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former German Democratic Republic, day care facilities provided under the socialist
system enabled many women to combine work and family obligations, which ceased
to exist following the unification.

3. Gender-neutral or Gender-blind?

Often seemingly ‘gender neutral’ laws and policies may still have a disproportionate
effect on women. Accordingly, they need to be viewed using a gender lens. Various
examples exist in monetary and fiscal policy, as outlined below.

Monetary Policy

High rates of inflation tend to have a greater net effect on the poor and hence affect
women disproportionately, as they comprise the majority of the poor. National
interest rate policies can hinder the ability of microfinance institutions to operate
sustainably. Due to the small size of loans and the high administrative costs associated
with monitoring them, microfinance institutions have to charge high interest rates to
make their operations economically viable. As women are the bulk of microcredit
users, this can have a particularly adverse effect on poor women entrepreneurs.®

Agricultural extension services and business training skills are examples of programs
operated by some governments to encourage private sector productivity. Women can
be unintentionally excluded, if gender differences in household roles are not taken
into account when planning the targeting and timing of training, for example.
Needless to say, this can have adverse effects on productivity.

Fiscal policy

Although it might seem gender neutral to allocate a pension on the basis of years
worked and the contribution made by employees, such allocation is likely to
disadvantage women. These usually take time out of the workforce to care for
children, which means their years of active service are less. Studies undertaken in
New Zealand and Australia found that women had only around one third of the
retirement savings of their male counterparts.*

Income taxes can be a source of gender bias, for example in the form of ‘marriage
penalties’, where couples filing joint returns incur a greater tax liability than if they
filed as single individuals, or where tax on the second income in a household begins at
a higher rate than the base rate of tax. As married women are still most often the
secongsary income earner, this can create a disincentive for them to enter the labour
force.

Infrastructure
The provision of vital infrastructure, like roads and transportation systems,

telecommunications, energy, sanitation and water sources, is often considered gender
neutral and of equal benefit to men and women. In many cases, however, men and
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women's different roles mean they are likely to derive different benefits. For
example, the provision of modern energy sources can also facilitate the development
of SMEs as well as safe, lit access to paid work.

Another example pertains to the traditional division of household labour, which
obviously means that women are likely to spend more time than men on household
activities. If the time spent can be shortened, more is available for income producing
activities.

Regulatory environment

While both women and men benefit from the reduction of bureaucratic obstacles
associated with starting and running businesses, the effects may, however, be different
in magnitude, depending on social and cultural norms influencing governmental
procedures. In Egypt for example, there were complaints of the lengthy licensing
procedures that are especially hampering for women entrepreneurs*®.

In Australia, home office legislation was modified in 2001 to introduce a requirement
that there must be a separate entrance to the office, apart from the house. As the
majority of Australian women small business owners are home based, often with
children, this requirement placed a burden on the female SME constituency that saw a
subsequent decline in the number of operators and new start ups (which had
previously been outpacing male start ups).

Regulation of financial services

The gender dimension of poverty needs to be factored into any decisions affecting the
regulation of microfinance. Where there are no private sector financial services
institutions willing to lend to some segments of the population, notably the poor,
NGOs and other non-financial services organizations have stepped into the breach to
provide microfinance. In some countries, however, these bodies are unable to operate
legally because of the regulatory environment.

Financial product design can also be discriminatory to women; for example, income
protection insurance policies can become invalid during a period of unpaid maternity
leave, doubly disadvantaging women. In Canada, the Small Business Financing Loan
Act provides a government guarantee on loans up to $250,000 for fixed assets and
leaseholds. As the majority of women's businesses are in the service industry, they are
less likely to benefit from such support.*’

4. Conclusion

To sum up, the examples mentioned above serve to highlight the potentially adverse
effects of government policy, if the gender dimension is not suitably taken into
account.  Obviously, gender-sensitive political and macro-economic policies
constitute a necessary prerequisite for the creation of an enabling environment that is
conducive to women entrepreneurship. While many countries have ratified the UN
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Convention on the Elimination of all forms of Discrimination Against Women
(CEDAW), it is still the case that local laws and practices greatly disadvantage
women entrepreneurship. The gender pay-gap prevails in most countries, developing
and developed. And while women make up the majority of university enrolments in
many countries, yet they continue to occupy predominantly lower skilled jobs with
lower status than their male counterparts. Addressing such obvious discriminations is
a prerequisite for a gender-sensitive policy.

However, not only such obviously gender-blind policies need reform. Often,
seemingly ‘gender neutral’ laws and policies disproportionately influence women
negatively. Policies must therefore be viewed using a gender lens. Various examples
exist in monetary and fiscal policy, including high rates of inflation and national
interest rate policies. Thus, it is imperative that the gender dimension of poverty is
factored into any decisions affecting the regulation of microfinance.
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I1. INTERNATIONAL EXPERIENCE IN ENGENDERING M/SMES

A. United States of America

More than three decades ago,
in 1972, women owned less
than 5 percent of all
businesses in the United
States. Today, as the fastest-
growing segment of the
economy, they own roughly a
third and are represented in all
industrial categories.
However, women still face
barriers to starting and
growing successful businesses
and to accessing capital and
procurement opportunities.
Women-owned businesses
remain overwhelmingly sole
proprietorships: in 2000, 86
percent of women-owned
businesses were sole
proprietorships, compared to
73 percent of businesses
owned by men; most often
represent second jobs, and
continue to have significantly
lower incomes. According to
the U.S. Census Bureau,
women-owned firms
accounted for just 6.5 percent
of employment and only 4.2 of
all business receipts. The
greatest opportunity gap is
among women who are
socially and economically
disadvantaged.  Accordingly
the ability to target this
population has become one of
the most important rating
criteria for grants, and is part

of the Small Business Administration’s strategic plans.38

Facts and Figures

* Women constituted more than 51 percent of the
American population and nearly 47 percent of the
labour force in 2004.

» Of women in the United States, 14.5 percent were in
poverty in 2004. The poverty rate among unemployed
women was more than double the rate among women
overall, at 31.8 percent.

* Nearly one in four families, or more than 8.3 million,
was headed by a single mother caring for her own
children younger than 18. Families headed by single
fathers numbered 2.3 million.

* In 2002, women owned 6.5 million or 28.2 percent
of non-farm U.S. firms. More than 14 percent of these
women-owned firms were employers, with 7.1
million.

» Women-owned firms accounted for 6.5 percent of
total employment in U.S. firms in 2002 and 4.2
percent of total receipts.

» Compared with non-Hispanic white business owners,
of whom 28 percent were women, minority groups in
the United States had larger shares of women business
owners, ranging from 31 percent of Asian American to
46 percent of African American business owners.

* According to 2002 data, significant proportions of
women-owned businesses were in professional,
scientific, and technical services, and in health care
and social assistance, but the share of receipts in these
businesses was smaller than in the trades and
manufacturing.

* Between 1997 and 2002, the numbers of women-
owned firms overall increased by 19.8 percent and of
women-owned employer firms, by 8.3 percent.

* Firms owned by women increased employment by
70,000; those owned by men lost 1 million employees;
those owned jointly by men and women lost 2.6
million; and publicly held and other firms not
identified by gender of ownership increased
employment by 10.9 million between 1997 and 2002.

(Lowrey, Ying)

In the United States,

successful support of women entrepreneurs is based on the factors detailed below.

% ExpectMore.gov.
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1. Targeting Complementary Niches of Women Entrepreneurs in a Multilateral

Approach

Several programs specifically target women entrepreneurs, including the Women’s
Business Centre program and the Small Business Development Centre’s program;
both mainly provide counselling and training. Programs do not compete with each
other for clients, but to a great extent serve complementary niches. For example, the
WBC Program is the only federally funded program designed specifically to serve
women entrepreneurs and that targets women who are socially and economically
disadvantaged. WBCs represent a national network of more than 100 educational
resource centres, designed to assist women start and grow small businesses. They
operate with the mission, to level the playing field for women entrepreneurs, who still
face unique obstacles in the world of business.*

WBCs focus primarily on
successfully starting and growing
women-owned businesses. An Office
of  Entrepreneurial  Development
program impact study shows that the
WBC Program has the highest rating
of all Small Business Administration
technical-assistance  programs  for
customer satisfaction, a significantly
higher start-up ratio, higher ratios of
job retention and formation, and a
significantly higher ratio of increased
sales. While there are shared practices
that underlie the WBCs' success, each
defines its own audience in its grant
proposal; most target specific
communities or populations,
addressing their very particular needs.
As a result, the program serves a far
higher ratio of women of color (more
than half) than are represented in the
general population (about a third), and
clients tend to have lower incomes
than the clients of other resource
partners. Among these clients, WBC
services range from the most basic,
entry-level training (e.g., financial and
time-management skills) to assistance

Women are starting businesses at twice the rate of
all businesses and staying in business longer.
Based on current calculations using the latest data
from the Census Bureau, SBA's Office of
Advocacy estimates that there are currently 6.2
million women-owned firms, employing 9.2
million people and contributing $1.15 trillion in
sales and revenue to the U.S. economy.

These numbers only represent businesses 51
percent or more owned by women. They do not
include one of the fastest-growing segments of the
economy: rapid-growth businesses, either publicly
traded or with investors, that are headed by women
and whose controlling stocks are women-owned.
And, with women opening businesses at between
two and three times the rate of all businesses, those
numbers have increased significantly since 1997.

A network of more than 80 women's business
centres - at least one in almost every state, U.S.
Territory and the District of Columbia - more than
160 mentoring roundtables and several women-
owned venture capital companies.

Mygovernmentgrants.com
<http://www.mygovernmentgrants.com/wbcentre.h
tm>

in accessing venture capital and managing rapid growth.

2. Flexibility in Meeting Constantly Changing Requirements

% SBA Women’s Business Centre Program.
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Because of its legislated structure and funding, the WBC Program is complex. There
is a constant flux of new centres entering the program and older centres graduating to
sustainability or aging out of the program. In addition, the program continues to be
adjusted, almost annually, by Congress, and sustainability has been extended on an
annual basis for several years. Proposals for both regular and sustainability grants
undergo a competitive screening process which ranks applicant organizations on the
following gender-specific criteria:

1 experience in providing or upgrading women's business skills;

9 ability to commence a project quickly;

9 location and outreach (e.g., areas of greatest need and whether the target
audience is already being served by another organization); and

9 ability to provide training and services to "a representative humber of women
who are both socially and economically disadvantaged.”

3. Performance-based Funding

The WBC Program uses a performance-based funding formula to allocate resources.
It is mandated to report on economic impact data, including the program's two key
outcome indicators: the number of start-up businesses formed and the number of jobs
created. The program's mandate is to work with socially and economically
disadvantaged women to assist them in starting, owning and running their own
business. The most meaningful long-term outcome measures are therefore business
starts and jobs created. In FY 2005 the WBCs reported creating 9,442 jobs and gross
receipts from assisted business of $364 million, up from 5,108 jobs and gross receipts
of $123 million in 2002. During the same period, number of businesses started
increased from 3,592 to 4,295.

Women's business centres are funded for two 5-year program intervals: 1) new
(regular) WBCs and 2) sustainability WBCs. The first WBC proposal to SBA, at the
beginning of each interval, must contain a 5-year projection of both key output and
outcome indicators. These projections are first negotiated at the local level between
the WBC and the district office, and are based on local market conditions, funding
and other relevant factors. As each WBC progresses through each 5-year interval, the
program office can not only monitor the centre's annual performance, but also
compare its actual performance against its 5-year projection.

4. Bottom-Up Strateqy

The WBC program has two specific long-term outcome goals: jobs created and
businesses started, for which new baselines were established in 2005 with the
implementation of the new client definition parameters for all by the Office of
Entrepreneurial Development. The WBC Program has a limited number of annual
output targets for providing counselling and training to nascent/start-up entrepreneurs
and to existing small businesses. These output targets are negotiated at the local level
and proposed to the SBA program office. This bottom-up strategy, in addition to the
historical "unofficial 3 percent-per-year increase for its performance measures” that
the program office has used, has yielded a well-based and accurate approach to
predicting performance. The WBCs have consistently exceeded that goal.
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The WBC Program established new baselines for all of its annual output measures in
2005, due to the change in client definitions for all OED programs. To that end, the
centres continue to coordinate with the district directors to establish ambitious targets
for the district offices. Using the Entrepreneurial Development Management
Information System, the new division-wide data collection system implemented in
October 2006 and as part of the ongoing Impact Study of Entrepreneurial Resources,
the WBC Program now has consistent methods with which to gather output measure
data, providing a more valid database of information on which to analyze, compare
and project performance.

The program office re-evaluates its strategic planning in light of frequent changes in
legislation, the WBC Program's greatest controlling factor. Most significantly, it is
addressing the future needs of the WBCs, many of which will soon leave the program
due to completing their final eligible year of either regular or sustainability funding.
Office of Women’s Business Outreach has added training and mentoring plans to help
prepare these WBCs to continue to operate without federal funding.

5. Networking and Effective Resource Utilization

WBCs often use the Service Corps of Retired Executives counsellors to train and
counsel clients and assist with mentoring roundtables. WBCs sometimes share
facilities such as meeting rooms or libraries with SBDCs, and co-host events with
both SBDCs and SCORE. WBCs are required by legislation to obtain matching funds
and in-kind contributions from state, local and private organizations. They also
leverage their resources by drawing on the community for volunteers to assist with
training, counselling, mentoring, legal advice and other services.

6. Tailoring Services to Women’s Needs

Each WBC provides assistance and/or training in finance, management, marketing,
procurement and internet usage, as well addressing specialized topics such as home-
based businesses, corporate executive downsizing and welfare-to-work. All provide
individual business counselling and access to the SBA’s programs and services; a
number are also intermediaries for the SBA’s MicroLoan and Loan Prequalification
programs. Programs help women put together successful loan and grant packages, and
include loan guaranty programs to help those who cannot get lending through
conventional channels finance their businesses. Programs are thus tailored to the
needs of each WBC'’s constituency; and many offer programs and counselling in two
or more languages.*°

SBA's Office of Women's Business Ownership (OWBO) on the other hand promotes
the growth of women-owned businesses through programs that address business
training and technical assistance, and provide access to credit and capital, federal
contracts, and international trade opportunities. With a women's business ownership
representative in every SBA district office, a nationwide network of mentoring
roundtables, women's business centres in nearly every state and territory, women-
owned venture capital companies, and the Online Women's Business Centre, OWBO
is helping major numbers of women start and build successful businesses. OWBO

“0 SBA’s online: Women’s Business Centres.
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offers counsel and teaching at various stages of developing and expanding a
successful business.*!

7. Commitment at the National Level

Founded in 1997 as a non-profit organization, the Women's Business Enterprise
National Council is the leading advocate of women-owned businesses, dedicated to
“advancing the success of certified women's business enterprises, government
agencies and corporate members in partnership with its affiliated women's business
organizations”42.

WBENC works in partnership with women's business organizations located
throughout the country, to provide a national standard of certification for women-
owned businesses. The organization also grants its members access to an Internet
database — WBENCL.ink; promotes best practices in supplier diversity, through the
annual selection of "America's Top Corporations for Women's Business Enterprises";
prepares and provides its partner organizations with on-site training and educational
materials, detailing certification procedures and program management; and conducts
research projects and surveys to identify impediments to entrepreneurship and
identifies best practices.*?

In conclusion, it is important to note that in the USA, noteworthy progress has been
achieved through the following:

Encouraging Public-Private Partnerships: Concurrent with public policy actions,
PPP have played an important role in funding, support and training activities for
women business owners. Recent years witnessed the development of numerous
public-private partnerships, using the Women’s Business Centre model to matching
grants, as well as other innovative types of partnerships. Private industry has been
more willing to support programs for women’s and minority businesses, because of
the benefits to them in access to government contracts and fulfilment of equal
opportunity goals**. Fulfilling these goals provides additional stimulus for private
contractors to increase the ratio of female, and making more use of products and
services offered by women entrepreneurs.

Sharing of best practices across borders: This is already under way through such
vehicles as the OECD and other international women’s entrepreneurship conferences,
women’s trade missions such as those sponsored by the U.S. Department of
Commerce, and online conferences and forums (please refer to the Annex for a list of
examples).

* Office of Women’s Business Ownership, Online Women’s Business Centre.

2 Women’s Business Enterprise National Council.
43 (i

Ibid.
“ Equal Employment Opportunity stipulates that except in contracts specifically exempted, contractors
seeking government contracts will not discriminate against any employee or applicant for employment
because of race, color, religion, sex, or national origin.
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Research: Research centres such as the Centre for Women’s Business Research have
played a vital role in gathering and sharing quantitative information that demonstrates
the speed and economical importance of the growth of women’s business ownership.
Research will continue to provide a foundation for advocacy efforts, for continuing to
open up financial markets, and creating general public visibility. Also, regular
statistical information from the U.S. Census Bureau is critically important to
continually quantify the number and economic impact of women-owned businesses.

Assessing Program Performance and ROI: Recent years have brought interest in
identifying and understanding public sector programs that exist for women-owned
businesses. It is clear that progress has been made in the number and types of
programs available. However, additional research is needed on the impact of
government programs on women-owned businesses and its payoff. It is hard to judge
the return on investment (ROI) using conventional models. There needs to be a
different analysis of ROI - investment in the economic growth of the country through
women’s business ownership. It is only through development of this model that
accurate longitudinal studies of women’s business enterprises and programs can be
developed.
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B. United Kingdom

One of the stated aims of the Small
Business Service (SBS), located in
the Department for Trade and
Industry (DTI), is to: ‘“Make special
efforts to release the enterprise of
ethnic minority groups, women
entrepreneurs and others who have
such potential to contribute to UK
business.’ The SBS Policy
Framework, outlined in Small
Business and Government: The Way
Forward, provides the broad
context for the Women’s Enterprise
Strategic Framework. One of its
seven core strategies is to encourage
enterprise in disadvantaged
communities and underrepresented
groups, acknowledging that women
are the most significant
underrepresented group in the UK.
This Framework represents the first
coordinated and  collabourative
approach to the development of
women’s enterprise, supported by
the UK Government. It is ambitious
in its long-term targets, and the
social, cultural and economic
changes required for fulfilling its
vision.*”®

In 2004, the SBS published The
Government Action Plan for Small
Business, subtitled ‘Making the UK
the best place to start and grow a
business’. The most relevant theme
is that of ‘more enterprise in
disadvantaged communities and
under-represented groups’.  The
Action  Plan  committed the
Government to joint working across
departments and agencies, to
achieve higher impacts.

9 Facts and Figures

9 Data demonstrates sustained levels of women’s TEA for
the last three years at 3.8% of the female population of
working age. However, men’s entrepreneurial activity
has fallen from 9.8% to 8.1%.

9 Men are now twice as likely to be entrepreneurially
active as women but in 2001 were two and a half times
more likely to be entrepreneurially active.

9 The gap between male and female activity is narrowest
at the very earliest stages of start up but becomes wider
as the businesses grow. Men are 52% more likely than
women to be involved in some form of start-up activity
that is not older than 3 months old, but 72% more likely
to be the owner or manager of an entrepreneurial
business older than 42 months.

9 Women are less likely than men to think that they have
the skills to start a business, to know an entrepreneur
and to think that there are good business opportunities.
Nearly 37% of women said that fear of failure would
prevent them from starting a business in 2005 compared
to 32% of men.

9 The rate of growth in women expecting to start a
business over the next three years is higher for women
than for men since 2003.

9 Women are proportionately more likely to set up a
business for social rather than financial purposes in the
first instance.

9 Nearly twice the number of female entrepreneurs
compared to male were setting up around a technology
that was not available a year ago (20.9% compared to
10.6%).

9 The gap between men and women who set up businesses
with high growth expectations (i.e. they will create 19 or
more jobs over the next 5 years and have export and
market expansion potential) is lower than it is between
men and women generally (men are 49% more likely to
have high expectations of growth and 53% more likely
to be setting up a business overall).

9 Women have lower failure rates in accessing overdrafts
and unsecured loans to finance their business than men,
bearing in mind that fewer women than men are
applying.

9 There is no evidence for women’s enterprises being less
scalable than men’s. The gap between male and female
high growth potential entrepreneurship is narrower than
for all early stage entrepreneurial activity.

Harding, Rebecca:8-9

Measures to support women, particularly in hard-to-reach groups, however, cannot be
dissociated from the targets laid out in the last Comprehensive Spending Review of

%8 A Strategic Framework for Women’s Enterprise Small Business Service: 9.
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2005. To date, these measures have had a degree of success in promoting the
availability of entrepreneurship as a means to self-actualisation, additional income
and reduced dependency on benefits. In the words of one expert, “There is a success
story here. There is a lot of activity going on, especially locally, and we need to
celebrate all of that.”*® Time and again, experts interviewed for this research argued
that women are not a homogeneous group, however, and that this should be borne in
mind as interventions are reviewed and mainstreamed. “You wouldn’t treat all men as
a group,” said one, “and if another group, say an ethnic minority or a particular
religious group were subject to the same labour market differences that women are,
there would be a public outcry, a major national scandal.

1. Decentralised and Simplified Approach

In 2005, the Regional Development Agencies in the UK assumed responsibility for
funding and delivering Business Link services. Business Link is a brand name given
to publicly-funded business services, offered by various organisations in a given area.
Mainstream delivery organisations, including Business Links, operate a
‘transactional’ model of delivery. They rely fundamentally on businesses connecting
with their service through standard marketing, and tend to provide support from an
‘arms length’ perspective. Specific business development needs are identified,
solutions designed and support brokered in. Although Business Link market
penetration has increased over the last few years, the number of female customers
remains disproportionate to male.

Accordingly, a step change is deemed required to support the Business Link network
and their brokerage partners to achieve the target of women-led businesses accounting
for 40% of their customers. The objective is to transfer publicly-funded business
support from central government to better fit with regional economic strategies. This
move was also part of a broader aim to simplify support and make it more cost
effective.  Accordingly, most RDAs have already tendered for, and accepted,
Business Link delivery partners within their areas, ranging from single to multiple
consortia. Many BLs are also in the process of linking this new area of responsibility
with other priorities and activities in their region.*” While the RDAs have become the
focal point for the strategic development of regional activity to promote women’s
enterprise and they clearly have a critical role to play regionally, sub-regionally and
locally through strategy and policy, however, women’s enterprise development iS not
exclusively a DTI or RDA agenda. It has been recognized that this agenda needs a
partnership approach, with a genuine focus on addressing economic growth,
productivity gains and overcoming disadvantage and social inclusion.

Specialist support on the other hand is solicited from organisations delivering so-
called “transformational support”, which is critical in encouraging women to set up
their own businesses. Often termed ‘grass roots organisations’, specialist providers
support local needs, predominantly providing services which transform peoples’ lives
and/or attitudes. Transformational support is highly customer-focused and relational
and takes into account the impact of a new business on women’s other priorities and
responsibilities. It is important to note that this is not an alternative to transactional

“® Harding, Rebecca:23.
" Westall, Andrea:2006:12.
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business support provided by mainstream organisations. The economic opportunity
which exists in specialist providers working on a complementary basis with
mainstream is evidenced in the US and outlined above; specialist providers are
serving a need and a population that would not otherwise be served.

Accordingly, for the purposes of implementation of the Framework’s objective, it is
primarily aimed at:

* Regional Development Agencies;

* Business Link Operators; National Council of Women of Great Britain
 Enterprise Agencies;

« Government departments;

« Community-based enterprise The NCW is an independent educational

initiatives;
» Government Offices for the Regions;
* Women'’s enterprise organisations and
networks;

charity open to all women. It monitors legislation,
represents women's opinions and concerns to
Parliament and systematically follows up on them.
It is also entrusted with the research, consultation

« Local authorities: and debate of policies.

» Learning and Skills Councils;

« Education Business Partnerships;

« local strategic partnerships;

* Banks, Community Development ~ gay seminars at privileged rates, and
Finance Institutions and other financial  gpportunity to take part in policy-making.
institutions; and

» professional advisers such as

The NCW offers information and participation
through its website, a monthly mailing and a
quarterly Newsletter, a rolling programme of one-

accountants. http://fp.ncwgb.f9.co.uk/htdocs/side-bar/about.htm

Moreover, it addresses private sector

organisations such as Chambers of Commerce and professional/corporate bodies,
academic institutions and education initiatives, the EU and European Structural Fund
programmes, policy makers concerned with enterprise, business development and
social issues, as well as women entrepreneurs and business owners.*®

Experts, then, identified the following three main areas of concern in relation to the
strategic framework:

a. The regionalisation/decentralisation of the women’s enterprise agenda: experts saw
this as potentially undermining national cohesion of the implementation strategy.
While it would create pockets of best practice across the country, it would make
learning and experience sharing between these pockets more difficult and, more
importantly, take the women’s enterprise agenda off the priority list for central
government and place the responsibility for it with regional actors.

b. The focus on “women as a disadvantaged group”: while there is, quite rightly,
attention placed on excluded and hard to reach groups in deprived areas or particular
socio-cultural groupings, the implementation of the Strategic Framework was
perceived by experts to have focused on these women at the expense of developing
a strategy, “across the continuum” of women’s enterprise. Any attempt to mainstream

8 1bid:12.
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the women’s enterprise agenda and reduce the numbers of support initiatives available
would, it was argued, exacerbate the problem in that it would not address the real
issues of women’s enterprise as a whole and would potentially damage existing
support to groups that are currently helped.

c. Women are not one homogeneous group and the challenges of finding appropriate
policy towards women’s enterprise has to be seen in the context of the fact that there
is no “one size fits all” policy that will work for what is actually half of the potential
labour force. As one expert argued, “There are embedded societal level issues about
women’s roles which are still more relevant to women than men. Nevertheless, we
tend to talk about ‘women’s needs’ and ignore the plethora of issues within that broad
label. As policy and support measures are reviewed, this should be remembered.”*

2. Gradual Creation of an Enabling Environment

The SBS Policy Framework aims to provide the most suited context for women’s
enterprise development and create an enabling environment, through promoting and
creating an effective cross-Government approach to women’s enterprise development;
more specifically, it aims to:

. challenge and influence Women in Enterprise
existing Government policy
and practice, and encourage

Women in Enterprise (WIE) is a network

their development in support
of the needs of women’s

enterprise;
highlight the key issues to be
addressed, using the

development of  strategic
partnerships at local, regional
and national level;

provide practical guidelines,
examples of good practice and
solutions for improved
delivery of mainstream
business support services;
provide advice to ensure that
services are customer-focused
and segmented appropriately
(i.e. ensuring that women are
not treated as a homogenous
group with the same needs);
encourage effective
partnerships  with  women-
targeted enterprise initiatives;
and

* Harding, Rebecca:23-24.

membership organisation which delivers far
more than a networking service. WIE is
committed to providing an impressive range of
regular face to face business support services
including pre-enterprise training, assistance with
accessing finance and ICT training. The WIE
network facilitates regular contact with over
1800 individuals, groups and organisational
members and through the new BWNNI-
Business Women’s Network Northern Ireland
bring together all other existing networks of
women in business across Northern Ireland —
providing members with increased opportunities
and contacts.

WIE work progressively with other existing
bodies to forge partnerships and ensure other
networks meet women’s needs more proactively,
such as the Chambers of Commerce, Chartered
Management Institutes and other business
support programmes.  Their support services
include the GROW Micro-Enterprise Loan Fund
(loans from £500-£10,000), the GROW
(Growing Real Opportunities for Women)
Business Series and Mentor Training and
Matching.

admin@womeninenterprise.com
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. enable a genuine cross-cutting approach with other key enterprise themes.

More broadly, the Framework aims to highlight the change in culture and attitude
which is needed to ensure that the practice of encouraging women in business is not
transitory, but underpins future enterprise development.

3. Action-Orientation

Actions proposed to increase female
entrepreneurial  participation  mainly
address the following steps:

» Development of appropriate,
integrated and accessible business
support, combining quality
mainstream and targeted approaches.

» Access to networking opportunities.

« More innovative and holistic
approaches to business finance (e.g.
microcredit group lending).

* Improved liaison and cross-referrals

between high-street banks and
business support providers.
« Affordable access to childcare

provision and recognition of broader
caring responsibilities.

» Flexible business support provision,
recognising the needs of part-time
businesses.

« Improved liaison and cross-referrals
between business support agencies
and job centres.

» Development of case studies featuring
women entrepreneurs in a range of
business sectors, and a database of
appropriate role models.

» Personal development and
confidence-building incorporated into
business training and advisory
services.”

There is qualitative evidence to suggest
that women need greater incentives to
move into enterprise, to ‘“take the
chance”, than their male counterparts.
This includes measures such as promoting
role models but, more tangibly, tax relief
on child care.

%0 A Strategic Framework for Women’s Enterprise S

West Midlands Regional
Women’s Enterprise Unit

The Regional Women’s Enterprise Unit (RWEU) in
the West Midlands is a pioneering project dedicated
to encouraging women to start-up business. Key
partners are the Women’s Business Development
Agency (WBDA), Women in Rural Enterprise
(WIRE), Prowess and women entrepreneurs. The
RWEU aims to assist all women in the West
Midlands, to access ‘gender-friendly’ business
support, advice, guidance, mentoring and training,
to enable them to establish or grow their businesses.
Women are offered access to relevant business
support, regardless of their social or financial
disadvantage, race, ethnicity or previous business
background.

Crucially, the RWEU is an integral part of
Advantage West Midlands’s Business Support
Service. As such, it works with other business
support providers across the region, to ensure that a
consistently high level of support is delivered to
women throughout the West Midlands. Funded by
Advantage West Midlands, the European Social
Fund and the DTI’s Small Business Service, the
RWEU is the first of its kind in the UK and is
modelled on a successful project based in the
United States. Its objectives include to:

1. promote awareness of enterprise as a career
option for girls and women;

2. ensure access to women-friendly enterprise
support to all aspiring and existing women
entrepreneurs;

3. ensure that these services are as inclusive as
possible and that they reflect the cultural diversity
of the region;

4. ensure that support services are consistent in their
quality and outreach;

5. ensure that support services conform to
nationally recognised standards of excellence.

6. ensure that best practice, wherever it is
developed, is shared with support agencies
throughout the region;

7. help women’s enterprise support organisations to
both build their capacity to deliver services and to
achieve best practice status;

8. encourage innovative training, business support
and products; and

9. build and maintain support networks across the
region.

WWW. rweu.co.uk
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Business Support with the ‘F’ Factor

Prowess is a network of organisations and individuals who support the growth of
women's business ownership. Its work encompasses raising awareness, sharing of
best practice, advocacy and information. Prowess proposes a defined set of clear
guiding principles with the in-built flexibility to mould the framework to fit local and
regional priorities and infrastructure, building on progress which has already been made.
These principles have been termed the ‘F’ Factors.

Many organisations mentioned that they were a Prowess Flagship status organisation and
therefore had values, practice and a mission showing commitment to diversity. The
following four areas need to be covered by organisations to qualify for best practice
standards in women-friendly provision. (For further details of how each of these areas is
women-friendly, refer to the Prowess publication Business Support with the ‘F’ Factor,
2005).

Best Practice Areas in Women-Friendly Provision

INCLUSION EQUALITY
1. Qutreach 7. Some women-only provision
2. Access 8. Women business support professionals

9. Commitment to diversity

CLIENT Focused QUALITY

3. Segmented market knowledge 10. Established programs

4. Listening organisations 11. Significant impact

5. Regular face-to-face service 12. Effective partnerships

6. Promotion of clients’ businesses 13. Coherent range of services

4. Understanding Women’s Enterprise as a Continuum

Women’s enterprise in disadvantaged or minority communities is a necessary
condition to providing access to high growth potential at a later stage. Funding and
mentoring “stairways” is vital to guide women through from the very earliest stages
of their business idea to the stage where it has growth potential. In terms of their
business support, women need three things: appropriate finance, mentoring and access
to “network”™ or social capital. This holistic approach to the demand and the supply
side is key to an effective approach to women’s enterprise. ~ Accordingly, policy
could ‘add value’ by focussing on:

- Sustained long-term Government commitment to women’s enterprise
development.

- Creating “stairways” between different levels of policy making and different
Government departments.
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- Enhancing young enterprises through better understanding the needs of young
women. Data suggest that the biggest gender gap is in the 18 — 24 year old age
bracket, where female TEA is 2.2, compared with male TEA of 8.4.

- Providing training: women’s access to enterprise training courses at school or
university increases their likelihood of being TEA active by two and a half times
compared with those who have undertaken no enterprise training.

- Offering incentives: qualitative evidence suggests that women need greater
incentives to move into enterprise than their male counterparts. This includes
measures such as promoting role models but, more tangibly, tax relief and support
for childcare.

It is crucial to understand that the “take the chance” challenge is particularly severe
for women from hard to reach groups and ethnic minority communities in deprived
areas. Here there are profound issues of split loyalties between childcare and domestic
responsibility and self-actualisation through entrepreneurship. The poverty trap is
very real for this group, and although there have been initiatives to provide tax relief
or support for childcare, these do not help the women who are excluded from the
labour market. Addressing this is key to engaging these women in entrepreneurial
activity.™

To conclude, it is important to note that the momentum generated by the publication
of the Strategic Framework for Women’s Enterprise has led to increased levels of
activity within the regions and at local level, central government’s work is perceived
as insufficient in developing and resourcing women’s entrepreneurship at a strategic
level. A Women’s Enterprise Task Force was announced in November 2005 but has
not yet been appointed, leaving a critical policy gap at a time of rapid change within
the business support environment.

Furthermore, the Government’s aim to reduce the number of business support
schemes to around 100 is likely to adversely affect the type of support schemes which
currently assist women to start businesses. Combined with the regionalisation of
business support and the outcome of the current Comprehensive Spending Review
(CSR), policies and flexible programmes to encourage women into enterprise need to
be further developed.*?

Broader policy issues which are the remit of other departments than the DTI or HM
Treasury, can be partly addressed by the achievement of ‘Enterprise for All” or need
to be addressed to ensure its achievement. Examples include:

- benefits reform: to ensure that people can move easily into self-employment and
business ownership and therefore save public money;

- citizenship and democracy: there is evidence from the US that people involved in
local enterprise training can also become more involved in their local area (Home
Office);

- health and wellbeing: enterprise can be seen as part of the well-being agendas by
supporting core skills of empowerment, confidence and self-realisation, which
directly promote health; or as being part of ways to innovate in the design and

*! Harding, Rebecca:10-12.
%2 Harding, Rebecca:22.
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delivery of services; as well as new ways for disabled people to work safely and

appropriately;

- education: enterprise training and experience can create core skills such as self-
confidence and becoming more goal-oriented,;

- addressing demographic change: providing more and appropriate options for
people over 50 and for those at the end of their working lives to increase their
financial security mainly, and a core theme for the Comprehensive Spending

Review.”
C. Canada

The significance of the contribution of
Canadian women entrepreneurs to the
Canadian  economy  was  first
recognized in 1996 in the pioneering
study Myths and Realities: The
Economic Power of Women-Led
Firms in Canada. The study revealed
that there were over 700,000 women-
led firms in Canada, providing 1.7
million jobs. It also revealed that
women-led firms were increasing at
twice the national average. Through
the launch of Myths and Realities, as
well as various other major events
throughout the 1990s, the profile of
women entrepreneurs was improved,
and with it government recognition
that women entrepreneurs faced
gender-specific barriers in starting
and growing their businesses.

Recognizing that women
entrepreneurs comprise the fastest
growing sector in the economy and
that supporting their growth is
essential to Canada’s small business
strategy, the  Prime  Minister
established the first Task Force on
Women Entrepreneurs in 2002, an
initiative which included public and
online consultations with various
stakeholders across the country. These
included female entrepreneurs,
associations, government agencies
and departments at all levels, financial

%3 Westall, Andrea:15.

Facts and Figures

9 The rapid growth of entrepreneurship in Canada
is still ongoing, with self-employment growing
faster in the past 25 years than paid employment.

9 For women, since 1976, the average annual
growth rate of self-employment has been 5.3%,
compared with 2.2% for men.This ratio increased
even further recently, with the number of women
entrepreneurs growing by 8% between 1996 and
2001, compared with a 0.6% increase for men.

9 Between 1981 and 2001, the number of women
entrepreneurs in Canada increased by 208%,
compared with a 38% increase for men.

9 By 2002, one-third of self-employed Canadians
were women.

9 Women in Canada now make up a larger share of
the self-employed than in any other country.

1 Women tend to own firms in slower growth and
higher risk sectors, such as retail and service, in
which access to financing is known to be more
challenging for businesses to obtain. At the same
time, women are not restricted to these traditional
areas and are increasingly moving into other
sectors of enterprise. For example, in 2000,
women held at least 50% ownership in 31% of
knowledge-based industry firms and 31% of
manufacturing firms.

1 In 1998, Canadian women owned approximately
35% of Canada’s Small and Medium Sized
Enterprises (SMEs). As of 2000, this figure had
increased to 45%. By 2002, there were more
than 821,000 women entrepreneurs in Canada
who contribute in excess of $18.109 billion to the
Canadian economy every year.

Women’s Entrepreneurship in Canada,
<http://www.wd.gc.ca/rpts/audit/wei/1.1_e.asp>
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institutions and members of Parliament.

The Task Force had a twofold mandate:

il

“...to examine the distinctive challenges female entrepreneurs face, by
considering the factors necessary to encourage women’s entrepreneurship,
assessing existing resources, identifying gaps and areas for possible future
action, and evaluating best international practices and their appropriateness to
the Canadian context; and

provide advice to the federal government on broad policy issues in women’s
entrepreneurship, both domestic and international and to make suggestions for
specifics:4initiatives that the government should consider, such as research and
trade.”

The Task Force made 77 specific recommendations to the Canadian public sector,
identifying needed changes for the maximization of the economic potential of female
entrepreneurs. These recommendations included:

f
f

f
f
f

“Increased access to capital, information and government programs;

More in-depth research on all economic aspects relating to women
entrepreneurs;

Increased access to government procurement;

Increased access social safety net programs, including childcare and
maternity/paternity benefits;

More mentoring programs, networking opportunities, and business skills
training;

Increased promotion of women entrepreneurs and entrepreneurship, both
nationally and internationally;

Policy and program supports to encourage women entrepreneurs to export and
to train them to be ‘export ready’;

Canada to actively participate in international fora to promote women
entrepreneurs, such as the OECD;

A voice and a “one-stop shopping” portal for women entrepreneurs;
A re-evaluation of the service sector; and,

The annunciation of a new vision and appreciation of self-employment.”*

While the Task Force report revealed that there is still a huge gap in the provision of
support services and programs targeting female entrepreneurs, still, it was a major
step for the federal government to step forward as a key player in securing the needs
of women’s entrepreneurship. One of the specific outcomes was the establishment of
Women’s Business Centres throughout Canada, modeled on the Women’s Enterprise
Initiative centres supported by Western Economic Diversification Canada®®, to

> Women’s Entrepreneurship in Canada.

% |bid.
% 1bid.

41



provide business information and services to women entrepreneurs. The WEI has
offices in each of the four western provinces. These non-profit centres provide a
variety of services to female entrepreneurs, including advisory services, training
options, networking opportunities, business loans and referrals to complementary
services. The WEI also assists in accessing traditional bank financing through the
relationships WD and WEI have established with several financial institutions.>” They
assist in determining eligibility for those financing methods that best suit needs.
Through its Business Service Network, with over 100 points of service in urban and
rural communities across the West, SMEs can access WD's as well as a wide range of
business services.”®

In October of 2003, the report was submitted, highlighting the following areas of
concern for the federal government to address:

1 extend the Women’s Enterprise Initiative funded by Western Economic
Diversification Canada;

1 initiate a multi-year funding for the Women in Business Initiative in
Atlantic Canada;

1 create two new Women Enterprise Centres in Ontario and Quebec, and
work with women entrepreneurs on the issue of micro lending in these
centres;

1 organise a national Women’s Economic Forum to extend the work of the
Task Force;

7 create a Canadian Women’s Innovation Award, to help raise the profile of
women entrepreneurs;

1 expand its research and publications program to reflect the needs of
women entrepreneurs;

7 ensure that the program provides policymakers with information about
emerging issues;

1 continue the focus on Aboriginal women entrepreneurs, to identify their
needs and help them break into new markets; and

1 ensure that women entrepreneurs continue to be represented in Canada’s
trade promotion activities and on trade missions.*®

In May of 2004, the Foundation of Canadian Women Entrepreneurs, in partnership
with the Business Development Bank of Canada, released a report on the Best
Practices for Women Entrepreneurs in Canada, highlighting best practices from the
public, private, non-profit and academic sectors. Research conducted for the report
found that banks continue to assess risk primarily on the basis of available collateral,
as well as on an assessment of past credit behaviour. Figures indicated that Canadian
women still have significantly fewer assets than men and depending on whether they
have withdrawn from the labour force to attend to other family matters, including

" 'Women’s Enterprise Initiative.
%8 Corporations Canada.
% Women’s Entrepreneurship in Canada.
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working without wages in a family business, their lack of a recent borrowing record
can also lead to a negative assessment of their ability to repay a business loan. The
report stated that many women therefore used expensive forms of credit (such as
credit cards) to start and support their businesses. The report also showed that,
although women’s SME's offer a diverse range of goods and services, they still share
many common gender-based characteristics in their business approaches, strategies
and operations.

Accordingly, two ways to approach support for women-owned businesses were
examined: the first was to integrate them in the more general sectoral approaches that
already existed, which tended to be organised around the strategies and approaches
more commonly found in men’s enterprises. However, it was concluded that this
strategy would result in passive strategies that are based on the assumption that male
and female business owners have similar needs, and thus potential gender differences
would play little or no role in policy making.

Contradictory to the approach outlined above, a gender-sensitive approach would treat
women’s enterprises as a distinctive economic group that has its own characteristics
and patterns of economic growth, which need to be taken into consideration, so as to
maximize their contribution to the national economy. These gender-specific
characteristics include the following:

T a strong commitment to their local community, particularly regarding sourcing
and employment;

T a perception of themselves at the centre of their businesses, with teams and
working groups emanating from that central position, rather than develop rigid
hierarchical structures in which they are positioned at the top;

T women have a strong commitment to joining their private and business lives,
which means they rather strive to develop a sustainable business with manageable
growth rather than aiming for immediate high growth and overtrading; they also
tend to grow their business through relationship alliances which results in slower
but more sustainable growth;

T Focus upon the personal relationship aspects of business contacts and develop
them through active networking, which supports long-term ambitions, including
high turnover and profitability;

On the constraints side, factors that distinguish women’s enterprises from male-
owned ones include:

1 Women still face gender discrimination in the business community that goes
beyond the traditional challenges facing all SMEs, foremost among them access to
credit, information, training, markets and technology;

1 Women’s dual role as business owners and as the primary family caregiver means
that they generally have less time to devote to training and related activities
needed to maintain the competitiveness of their businesses;

% Foundation of Canadian Women Entrepreneurs/BDC and Kartini International Consulting Inc. May
2004.
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9 Banks continue to assess risk primarily on the basis of whether or not the potential
borrower has assets that can be used to provide collateral for loans as well as on
an assessment of past credit behaviour. Figures indicated that Canadian women
still have significantly fewer assets than men and depending on whether they have
withdrawn from the labour force to attend to other family matters, including
working without wages in a family business, and their lack of a recent borrowing
record Accordingly, many women are forced to resort to more expensive forms
of credit (such as credit cards) to start and support their businesses. ®*

Women whose businesses are at the relatively early stages of development generally
respond best to receiving advice and mentoring from other women entrepreneurs.®

To conclude, it is important to note that responding to the gender-specific needs
outlined above yields a “gender-sensitive evaluation framework™ with the following
proactive strategies:

1 executive-level involvement in identifying gender-related barriers to SME
start-up and growth;

1 monitoring the effective execution of policies and programs to support the
creation and growth of women-owned businesses;

9 creating delivery agencies that are aware, sympathetic and responsive to
potential gender differences such as being taken seriously, management
experience, growth aspirations;

1 program priorities and outcomes that reflect the concerns of women including
personal, social and commercial interests; and

 program monitoring and reporting on the equitable inclusion of women.®*

¢ Ibid.
82 Orser, Barbara.
% Ibid.
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D. South Africa

South Africa’s constitutional and legislative framework progressively stresses the
importance of gender equality. The Broad-Based Black Economic Empowerment Act
promotes “increasing the extent to which black women own and manage existing and
new enterprises, and increasing their access to economic activities, infrastructure and
skills training”. The Act further notes that “to comply with the equality provision of
the constitution, a code of good practice and targets therein specified may distinguish

between black men and black women”®,

Despite this, the Financial Sector Charter only specifies gender targets for staffing —
which are low — and does not address gender equality in terms of financial services
outreach, enterprise development and in procurement finance. Most financial
institutions work on the assumption that implementing BEE strategies will
automatically benefit women equally. Unfortunately, this is not the case; black
women in particular remain marginalised.

Developing a better understanding of women entrepreneurship is therefore a necessity
that would make it possible to make the best use of the abundance of available public
and private resources. Further attempts to accommodate this growing and potentially
rewarding market should be made. Women in business continue to face a number of
barriers and prejudice. For example, while they have better credit repayment records
than men, they still find it more complicated to access finance. This can mainly be
explained by the following:

9 Financial literacy: poor understanding of financial terminology and lack of
awareness of Bank and microfinance services, lack of understanding of credit
processes and the role of credit bureaus also places women at a disadvantage.

1 Attitudes of banks: only one out of South Africa’s four major banks is
contemplating a specific programme to increase its share of women-owned
enterprises.

1 BEE code targets: codes and industry charters do not have sufficient targets for
women’s financial services outreach or business activity.

91 Lack of awareness of development finance: despite the resources available from
private and public development finance institutions, few women in business know
about the different institutions, their products or how to access them.

9 Lack of financial confidence: on the overall, women have less financial
confidence than men.

91 Lack of appropriate products: bank services and products, including savings
products are often unaffordable, and the emphasis on collateralised and asset
based lending disqualifies most women from accessing business loans.®®

Future changes should address policy frameworks, business development services,
credit referencing and BEE financing, as follows:

91 The Financial Sector Charter, other industry charters and BEE codes should be
reviewed to include gender-specific financing outreach and procurement targets as

8 Access to Finance for Women Entrepreneurs in South Africa: challenges and opportunities:1.
65 H
Ibid.
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well as definitions of women-owned business. This will help to ensure and
monitor equal access for women to business opportunities.

1 The 70/30 male/female ratio of BDS providers indicates that women need more
access to business development services; such services should include more
women mentors and advisors.

1 Non-financial support should be structured so that it facilitates access to finance
for entrepreneurs and enables business growth at the same time.

1 BDS should be designed to meet the different requirements of micro and SME
businesses at various levels of growth.

1 Women’s better repayment records should translate into improved access to

credit.

91 Co-ordinated credit vetting should be promoted between different levels of
financial institutions, including microfinance institutions. Alternate mechanisms
of determining creditworthiness should also be explored to reduce dependence on
traditional forms of assessment.

1 The impact of Community of Property marriage on women’s own credit records
should be studied. Credit bureaus should begin to better disaggregate credit
information in order to differentiate between personal, business and contractual
causes.

9 Credit referencing should be demystified to make the public more aware of how to
positively manage their records.

1 Women need to recognise as an asset in themselves. The benefits of women BEE
companies as shareholders and managers of companies should be better
documented and highlighted.

9 Industry and financial institutions should put in place gender-specific procurement
and enterprise development targets, with aligned and realistic financing
mechanisms. Their implementation should be properly monitored.®

% 1bid:6-7.
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E. United Republic of Tanzania

In 1966, the Government of the United
Republic of Tanzania began its first major
attempt to promote the small industries
sector with the formation of the National
Small Industries Corporation under the
National Development Corporation. The
emphasis of the NSIC was to establish
small industrial clusters, which were in
essence training-production workshops.
In 1973, they were taken over by the
Small Industries Development
Corporation (SIDO), under which they
continue to operate. Development
partners, donors and NGOs have been

9 An estimated 700,000 Tanzanians enter the
labour force every year and only about
40,000 can expect to find paid employment —
the remainder must seek other sources of
employment.

9 The SME sector contributes 30 per cent of
GDP and is responsible for more than 50 per
cent of private sector job creation.

Stevenson: p. 4.

playing a major positive role over the years in Tanzania, which has influenced the
regulatory reform process and helped establishing the needed regulatory framework
and institutions. Furthermore, sectoral policies and programmes were developed and

implemented.®’

Since the mid-1997, TGNP and its
FemAct partners have been
pioneering a Gender Budget
Initiative  (GBI) that was
developed in the context of cost
sharing and implemented as part
of the structural adjustment
programmes (SAPS) in the 1980s.
These programmes included vital
social services, particularly health
care and education, which had
previously been reduced
drastically in the aftermath of
liberalisation and privatisation.
Concurrently, the majority of civil
society was to a great extent
excluded from policymaking and
budgetary processes. It is within
this context that the GBI rose to
advocate for a more people-
oriented development strategy and
participatory and equitable
allocation of resources, with the
objective of influencing and
transforming planning and

®7 Stevenson and St.Onge.

TGNP and FemAct

Tanzania Gender Networking Programme (TGNP) is a
non-governmental organisation (NGO) advocating for
social transformation to generate gender equality and
equity, equal opportunities, and equal access to - and
control over - resources by women, youth and other
marginalised groups. The organisation works to build a
vibrant and strong civil society that actively strives to
achieve high sensitivity to issues of gender, democracy,
human rights and social justice at local, national and
international levels. For this purpose, TGNP has
created an effective pressure group in collabouration
with other NGOs. The Feminist Activist Coalition
(FemAct) is a coalition of over 30 non-governmental
organisations that has been committed to facilitate
social change in Tanzania and beyond since 1996. The
coalition aims to set, strategize, and implement a
collective civil society agenda for progressive and
gender-focused transformation of economic, social and
political policies, processes, and programmes. TGNP
has served as the Secretariat of the coalition since its
inception.

http://www.tgnp.org/0gbi intro.htm
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budgetary processes.®®

In September 2002, the University of Dar ElI Salaam completed a report on recent
donor efforts commissioned by the DAC Private Sector Development Group Tanzania
and the International Working Group for SME Development of the OECD Committee
of Donor Agencies. This review assessed donor efforts and drew up lessons learned
and best practices, to guide future interventions by all actors. The report highlighted
the need for better coordination between various donors operating in the SME sector,
which was considered a most critical factor in improving the policy and programme
environment for M/SMEs in the country.®®

More recently, in June 2003, a forum was held on the role of women entrepreneurs in
private sector development, poverty reduction, and sustainable growth and
development. The African Development Bank and the International Labour Office
participated in this Forum, and exchanged experiences on women-owned enterprises
in Tanzania, Ethiopia and Zambia. Since then, the AfDB and ILO have discussed
plans to join resources in supporting women entrepreneurs — the AfDB in its capacity
as specialist in financial support services and the ILO as a partner interested in
providing business support for women-owned enterprises.

As both organizations share an interest in women entrepreneurs’ contribution to
employment creation, poverty reduction and sustainable development, they have
identified the most effective means of creating an enabling environment for women to
start and grow their own business. An integrated framework was adapted and applied
to the Tanzanian context, assessing ways for supporting growth-oriented women
entrepreneurs.”

1. The SME Development Policy (SMEDP)

The SME Development Policy was approved by Parliament on February 11, 2003 and
officially launched on August 27, 2003. The overall objective of the policy is “to
foster job creation and income generation, through promoting the creation of new
SMEs and improving the performance and competitiveness of the existing ones to
increase their participation and contribution to the Tanzanian economy”. The
implementation plan for the SME Development Policy includes a list of priority
programmes and projects, categorized under seven major objectives:

1. Enabling the legal and regulatory framework.

2. Improving SME access to physical infrastructure and work places.

3. Strengthened entrepreneurial culture, through entrepreneurship development in the
education system and markets for sustainable business development services
(BDS), training, and the provision of business information.

4. Improved SME access to finance.

5. Strengthened stakeholder capacities, to achieve effective implementation of SME
assistance programmes and interventions, including institutions and associations.

6. Enhanced rural industrialization.

% Tanzania Gender Networking Program.
* Ibid:16.
" Stevenson and St.Onge:iii.
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7 Cross-cutting issues, such as gender mainstreaming in all initiatives pertaining to

SME development.

The implementation of the SME
Development Policy cuts across all other
major programme and policy areas,
foremost the Poverty Reduction Strategy

Example of Good Practice: The
Tanzanian Gender Networking Program

A successful strategy of the TGNP adopted

(PRS), the  Sustainable Industrial
Development Policy (SIDP), the Strategic
Trade Policy, the Agricultural Development
Strategy Programme (ADSP), Rural
Development  Strategy (RDS), and
Strategies  for Poverty Reducing
Employment. Accordingly; coordination
becomes of vital importance.”

coalition  building  with  likeminded
stakeholders as the main strategy in their
gender budgeting activities. As part of their
gender budget work, research activities
were carried out by teams of researchers
that included gender activists, academics
and government actors (Planners/Budget
Officers). Government actors were
integrated into the process as researchers,
providing access to data that would
otherwise be hard to obtain. Over the years,
it proved possible to build up a strong and
confidential  relationship ~ with  the
government  that  permits  informal
consultations and access to relevant
information.

Www.tgnp.co.tz

2. Inclusion of Women in the SME
Development Policy

Recognizing that women have less access
to productive resources such as land, credit
and education due to cultural barriers, the
SME Development Policy specifies that
gender mainstreaming will be addressed in
all  initiatives  pertaining to SME
development, and outlines the need for specific measures that promote women’s
entrepreneurship, as follows:

» encourage SME service providers to design special programmes for women
entrepreneurs and disadvantaged groups; and

« identify factors inhibiting women and disadvantaged groups from entrepreneurial
activity and design programmes to address such factors.

To complement the Government’s focus on women entrepreneurs, the MIT-SME
Section is also involved in the ILO’s WEDGE Programme in Tanzania. The program
is designed to “promote women’s entrepreneurship, build capacity in associations of
women entrepreneurs, and implement gender mainstreaming workshops for
government officials, donor organizations and BDS providers”. One of its key outputs
is the FAMOS Check, a gender audit tool used in training workshops to assist in
monitoring the impact and outreach of interventions on both women and men. The
proposed SME Development Data Bank contains information on sex-disaggregated
data in SME interventions.

It is important to note that the Tanzanian Gender Networking Programme uses a very
successful strategy that enhances participation through close linkages with key
governmental units. The Programme starts by building coalitions with concurring
stakeholders. Research teams for gender budgeting work are organised, comprising

"™ Stevenson and St.Onge:16-17.
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gender activists, academics, and government actors such as planning and budget
officers. Accordingly, government actors have been integrated as researchers into the
process providing access to data that would otherwise have been difficult to obtain.
Over time, this has created strong ties with the government, which allows for informal
consultations and provides access to relevant information.”

"2 Making Poverty Reduction Strategies Work:48.
50



F. South Asian Development Facility, EEA States and Latin American Countries

1. The South Asian Development Facility

The SouthAsia Enterprise Development Facility (SEDF) is a facility established and
managed by the International Finance Corporation (IFC), the private sector arm of the
World Bank Group. Recognizing the contribution of women in Small and Medium
Enterprise (SME) development, and acknowledging that gender mainstreaming helps
maximize development impact, the IFC has accorded highest priorities to
mainstreaming gender into its operations.”

SEDF is committed to ensuring equitable growth of the SME sector by supporting
opportunities for women to become successful entrepreneurs. This translates into
assistance to improve the income levels and participation of women as workers,
managers and entrepreneurs. Since its inception in October 2002, the SEDF has
undertaken a number of interventions specifically for women in enterprise
development. It has recently commissioned a diagnostic study to enable the
acceleration of gender intervention efforts in Bangladesh, Bhutan, Nepal and North
East India, to share experiences, lessons learned and best practice on issues relating to
gender and enterprise development.

Towards this end, a gender forum was held, with the following objectives:

1 To bring together regional stakeholders, including women entrepreneurs,
government officials, private sector, NGOs and women business organizations to
share experiences and best practice.

1 To disseminate and validate information on the findings of the diagnostics
undertaken by SEDF appointed consultants that reviewed SME and gender-related
issues in the four member countries.

1 To sensitize policy makers in the region of the need to mainstream gender in
economic development activities.”

Creation of a Business Enabling Environment

The Business Enabling Environment (BEE) Program of SEDF is designed to assist in
promoting a macro-conducive environment for SMEs in this region. The program has
a top-down approach, where constraints are identified through various studies such as
the Investment Climate Assessment and Doing Business, and interventions are then
designed accordingly. The program is cross-cutting, addressing trade, gender, access
to finance and sector development and business services issues, as well as regulatory
policy issues.

Trade: the program aims to facilitate both intra-regional and extra-regional trade,
addressing such issues as Non-Tariff Barriers (NTBs) and trade financing issues
between Bangladesh and NEI. The program also helps in organizing trade shows and
collabourative programs promoting exports.

“International Finance Corporation, South Asia Enterprise Development Facility.
" Regional Forum Engendering SMEs: Women in Enterprise Development.
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Policy and Reqgulation: the BEE includes interventions designed to enhance the policy
and regulatory framework of the region, including a series of company registration
projects, which has successfully reduced the required company registration time from
30 to 16 days at the Office of the Registrar of Joint Stock Companies and Firms in
Bangladesh.

Knowledge Centres: the program also supplies enterprises with information and tools
supporting their growth and has set up several Knowledge Centres —one-stop
information facilities - to facilitate the transfer of information.

Gender Development and BMO: the program specifically addresses the participation
of women as workers, managers and owners of SMEs, which has successfully raised
service delivery to women entrepreneurs threefold..

Corporate Social Responsibility (CSR): BEE also supports training programs on CSR
issues and aims to introduce the notion of CSR into
standard practice across SMEs in this region. ™

Criteria for the Selection of
2. EEA States Good Practices

Research has shown that the percentage of female Minimum criteria

The European Commission has addressed the issue
of female entrepreneurship within the framework of
various policies and initiatives (structural funds, the
European Employment Strategy and the fourth
Community  Action  Programme on  Equal
Opportunities for Women and Men, the Framework Sheikh, Sonja:9.

Strategy on Gender Equality (2001-2005) and the 3rd

Multiannual Programme for SMEs in the European

Union). The OECD has also dealt with this issue on various occasions, in particular
through two conferences on Women Entrepreneurs and SMEs.

coherent services
convenient access
promotion/visibility

entrepreneurs in Europe still remains low in relation 1 topicality
to that of male entrepreneurs and to the percentage of 1 clear objectives
women in the population. To facilitate the creation 1 client-orientation
of businesses by women, the EEA Member states q critical mass
(European Union and most European Free Trade q documentation
Area countries) have therefore undertaken various itonalker e a
measures addressing issues such as start-ups, 1 quality assurance
funding, training, mentoring, information/advice and 1 positive effects
networks. 1 relevance

9 coherence

1

1

1

Nevertheless there has never been a process of exchange of information/best practice
among the member states. This BEST project aims at examining and evaluating the
various national measures for promoting female entrepreneurship to identify good
practices. Relevant good practices adopted by the USA, Canada, Japan, Australia and
New Zealand have been registered as well.

®|nternational Finance Corporation, South Asia Enterprise Development Facility.
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The project consists of a study on the Examination and Evaluation of Good Practices
in the Promotion of Female Entrepreneurship, carried out by the "Austrian Institute
for Small Business Research” (IfGH), with the following objectives:

1 to collect information on specific actions and support measures promoting female
entrepreneurship in the EEA countries;

1 to identify good practices in the promotion of female entrepreneurship in the EEA
and other selected OECD countries; and

9 to develop a methodology for assessing member states' actions and support
measures for promoting female entrepreneurship over time.

The study covers measures related to start-ups, information and advice, funding,
training, mentoring and networking. The project has implemented in collaboration
with the European Network to Promote Women's Entrepreneurship, a network
composed of representatives of national central governments and institutions, with the
responsibility to promote female entrepreneurship.

The results of the study were presented to all interested actors, including
representatives from Accession and Candidate Countries, during a European Forum
that took place in Brussels on 28 March 2003. The final results of the study include a
publication on good practices, a female entrepreneurship database and a handbook on
evaluation.”

3. Latin American Countries

Although much has been written about aspects of women’s economic activity and
entrepreneurship in Latin America, much is lacking when it comes to quantifying the
extent of women’s business ownership and the economic contributions that women-
owned firms are making. Following an extensive literature review of women’s
entrepreneurship internationally, Susanne Jalbert writes, “Most of the available
literature on women’s business ownership has concentrated on entrepreneurial
development in industrialized countries at the national level and within the less
developed informal sector. Very little is available on the role of women entrepreneurs
in the global economy.”’”

Reviews of the current literature on women’s business ownership in Latin America
and the Caribbean undertaken by the National Foundation for Women Business
Owners have had a similar outcome. There are very few concrete facts regarding
women and their enterprises in Latin America and the Caribbean. Where there are
numbers, it appears that, by and large, between 25 percent and 35 percent of
employers and self-employed persons in the region are women. Recently conducted
surveys in Argentina, Brazil and Mexico found that women-owned firms are smaller
and younger than their male-owned counterparts. They are also less likely to be
involved in manufacturing or the production of goods and more likely to be in
services or retail trade. Women business owners in Argentina, Brazil and Mexico are
younger than their male counterparts. Both are well educated, having finished

"6 Best Project on Promoting Entrepreneurship amongst Women.
" Jalbert:2000.
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secondary education and many holding a university degree. Further facts can be
found below.

9 The economic activity rate for adult women is 40 percent or higher in 24 of the 32
countries summarized, ranging from a low of 32 percent in Guatemala to a high of 69
percent in Jamaica. For the region as a whole, the economic activity rate of women lags
that of other regions.

1 Thirty-four percent of Latin American women over 15 years of age are economically
active, compared to over 50 percent in the developed countries, Africa and Southeast
and Central Asia. The proportion of economically active Caribbean women (49 percent),
however, compares more favourably to that of other groups of nations.

9 Between 1970 and 1990, the percentage of economically active women in Latin America
increased markedly from 22 percent in 1970 to 34 percent in 1990, lagging only in
northern Africa and South Asia.

1 Although a significant number of adult women are working, most have not yet attained
positions of authority in the workplace. The share of women among administrative and
managerial workers is significantly lower than the female labour force participation rate.
The share of women in managerial positions ranges from 25 percent to 35 percent in Latin
America and the Caribbean, with a low of just 10 percent in Suriname and a high of 48
percent in the Netherlands Antilles.

1 The rates of business ownership by women are similar. The share of female employers or
own account workers, as of 1995, ranges from a low of 7 percent in Cuba to a high of 49
percent in Bolivia. On the basis of the most comprehensive information available, women
comprise somewhere between one-quarter and one-third of the formal sector business
population in Latin America and the Caribbean and their share is growing.

9 Between 1970 and 1990 the share of women employers/own-account workers in Latin
America and the Caribbean more than doubled, increasing from 22 percent to 48 percent
and outpacing every other region. Women’s entrepreneurship is not only a significant
share of the entrepreneurial activity in Latin America, it is also on the rise.

Weeks, Julie R. and Seiler, Danielle

In May 2003, the IFC established the Latin America and Caribbean Small and
Medium Enterprise Facility (LAC SME Facility), with the objective of promoting
private sector development and contributing to poverty reduction in the region, by
supporting SMEs. To achieve this objective, the facility has identified four areas of
focus for its technical assistance program:

T strengthening SME competitiveness;

1 simplifying business regulations;

T broadening access to finance; and

1 fostering indigenous and social enterprises.’

Initially serving Bolivia, Peru, Nicaragua, and Honduras, the facility plans to expand
its geographic scope throughout the region. Moreover, within the same context, the

"8 Latin America and the Caribbean, Small and Medium Enterprises.
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Swiss State Secretariat for Economic Affairs (SECO) is financing two projects in
Nicaragua and Bolivia: the first one is a leasing project to improve financial options
for small and medium-sized businesses; the second is a project for improving the
regulatory environment for doing business. This project is “aimed at improving the
legal and institutional framework for SME development at the municipal level and
reducing regulatory burdens on the private sector through streamlining business-
related regulatory procedures” . SECO finances both projects with a total USD 2.9
million over a period of two years.®

" Investment - Latin American SME Facility (LAC Facility).
80 B
Ibid.
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I11. CONCLUSION AND LESSONS LEARNED

Research has shown that women face a number of difficulties in establishing and
maintaining businesses. Although many of these difficulties are common to both
genders, in many cases they tend to be more significant for female entrepreneurs. This
is due to factors such as poor business environment, the choice of business types and
sectors, information gaps, lack of contacts and access to networking, gender
discrimination and stereotypes, weak and inflexible supply of childcare facilities,
difficulties in reconciling business and family obligations, as well as differences in the
way women and men approach entrepreneurship

Poor women need access to “social intermediation services”, to enable them to bridge
the gap separating them from the formal sector organizations with which they need to
interact. Social intermediation services include training to change values and
attitudes; networking and information sharing; and confidence building through
participation in group activities. Institutional changes required of multilateral
organizations, NGOs, and other SME training and development organizations should
include:

T Strategies to raise women’s social and intra-household status;
T Stable macroeconomic conditions and poverty-alleviation programs; and
f  Strategies to increase access to financial and enterprise development services.

Cultural, ethnic, and regional variations in the gender division of labour and the
experience of gender roles in societies must be specifically considered. Specific SME
programs must be based on needs identification at the local level and tailored to the
specifics of the target beneficiaries. Culturally specific recommendations are crucial
to policy interventions.

While best practice and evaluation studies may provide soft data useful in examining
the relations and effectiveness of policy interventions, these should never be regarded
as generic and universally applicable. Cases in point are enterprises using latest
technology. While in developed countries women entrepreneurs pioneer in this area,
their counterparts in developing countries cluster their businesses around traditional
activities. Another eminent issue is a social one: while maternity leave and childcare
are crucial factors hampering women entrepreneurs in developed countries, in
developing ones it ranks lower on the list of priorities, considering the social network
which acts as a buffer. While tax relief on childcare encourages women in developed
countries to seek employment, in developing countries such effects may be negligible.

Nevertheless, commonalities exist: flexible business support provision, recognising
the needs of part-time businesses are necessary. Generally, the development of case
studies featuring women entrepreneurs in a range of business sectors, and a database
of appropriate role models has its positive effects.

Furthermore, networking is essential to change existing tradition and strengthen good
initiatives, and can join forces in influencing decision makers in the society and
devising joint solutions to similar problems. It is also valuable in providing access to
information of value, finding markets or providers for products, exchanging
knowledge and building long lasting, effective business-partnerships amongst women
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entrepreneurs. Above all, it can raise visibility to structures that are needed to support
women entrepreneurs

Transformational support has to play alongside mainstream provision in supporting
women’s enterprise, and it must be significantly improved amongst policy-makers on
local and regional levels. A multi-lateral approach to provision and engagement
across all levels is the most effective path to securing enabling policies and
appropriate resource allocation. Finally, it is of crucial importance to:

T
T
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Integrate gender into SME development policies;

Develop a policy framework for women's enterprise development;

Build networks around themes of support for women's enterprise among
policy makers and support providers;

Engage women SMEs as part of the policy consultation process;

Seek and provide gender-segregated data and baseline statistical information
essential for effective monitoring and evaluation;

Support and use research knowledge on gender issues, to give focus to
programmes and initiatives;

Establish monitoring systems to improve knowledge of women’s business
patterns and experiences.

Set regionally and locally relevant targets, using national targets as guides;
Implement initiatives to gender-sensitize financial and lending community;
Ensure that all activities are customer-focused, recognising and valuing the
diversity and specific requirements of women; for example, some cultures
favour women-only training and networking;

Develop best-practice standards in women-friendly support provision and use
female case studies and role models as applicable;

Implement women-focused support services as a way of reaching women
more effectively and improving their performance in business ownership
activity; and

Profile good practice initiatives in support of women's enterprise development,
to promote exchange among policymakers and the service providing
community
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CHAPTER THREE: TOWARDS GENDER -SENSITIVE SME POLICY IN
EGYPT

58



1. SITUATION ANALYSIS

Since the Convention on the Elimination of All Forms of Discrimination Against
Women (CEDAW) was adopted by the United Nations in 1979, it was hailed as the
international bill of rights for women. In July 1980 Egypt signed the convention and it
was ratified in September 1981. Since then, Egypt has signed, ratified or adopted a
variety of international and national gender conventions and policies. This culminated
with the Millennium Declaration in 2000, ensued by the Millennium Development
Goals. Nationally, this has resulted in a variety of legal and institutional reforms and
policies and programs directed at improving the existing gender gaps and enhancing
the social and economic status of women.

The impact of these reforms in enhancing women's participation in the labour force
has been positive. Participation of females in the labour force increased from 7% in
1976 to 22% in 2005." The female labour force grew by 100% between 1976 and
1986 (vs. 28% for men, 86% between 1986 and 1996 (vs. 27% for men) and 100%
between 1996 and 2005 (vs. 18% for men).” Obviously, these figures can be
attributed to other factors in addition to positive economic policies, such as societal
views on working women, the growing number of female headed households as well
as a general need for most families to have a dual income. However, this substantial
increase in the female labour force occurred after recognition of all types of labour
that women are involved in, and a redefinition of an economically active person as
one involved in the formal and informal sector.

Clearly, the informal sector absorbs the majority of the female labour force. Issues
such as complicated bureaucratic procedures, uncertainly, fear of failure, lack of
knowledge and experience make it easier for women to operate informally. Despite
this, various studies and research have all concluded that regardless of the type of
economy, and the level at which research is conducted, women have a strong impact
on a nation's economy, both in terms of creating work opportunities for themselves,
and for others.®> This impact would be magnified if women operated in the formal
sector, ensuring that benefits reach all stakeholders. Therefore, a closer look at
women's business choices and employment issues are necessary to highlight
obstacles that prevent a larger proportion of women from entering the formal work
sector.

THE FEMALE LABOUR FORCE IN EGYPT

The majority of urban females prefer to be employed in the public sector, while most
rural women work in the private sector, mainly in agriculture. Urban women are
concentrated in sectors of education, health, social work and public administration
respectively. In rural areas the vast majority of women are employed in agricultural
work, followed by education.*

L El Mahdi et al., Role of Women in Economic Life, 2006 p18
2 -y .
ibid
® OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)
* NCW and World Bank, Egypt Gender Assessment, 2003 p51
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The largest employer of women remains to be the government. Overall, government
work was the largest growing sector of female employment from 1995-1999.° This is
mainly due to the fact that the government is the most egalitarian employer of women,
affording them their full rights of equal opportunities, equal pay and maternity leave.
However, government hiring has slowed immensely since the early 1990's, and this
has become the main factor for rising female employment rates.”

Female participation in the private sector has remained quite low. In 1999, the
participation rate was only 16%, representing a reduction compared to earlier years.
Female participation in the private sector lags far behind male participation, and is
even low in comparison to female participation in the private sector in other
transitional countries.” Reasons for this low participation can be attributed to the
perception of private employers that female employees are a burden. Issues of
maternity leave, prolonged absences from work, and insufficient skills compared to
the market needs have all placed obstacles to the hiring of women. The mismatch
between education and required competencies in the workplace is particularly
alarming when looking at females, and it reflects a typical orientation of women's
education to roles in the private sphere of home and family, rather than to the skills
necessary to survive in the work sphere.®

WOMEN ENTREPRENEURS IN THE M/SME SECTOR

Increasingly, women are turning to self-employment as an alternative, helping them
better balance private and public demands on their time and financial resources. The
Gender Entrepreneurship Monitoring (GEM) Executive Report (2002) defined two
types of entrepreneurs: i) opportunity entrepreneurs who choose to start a business as
one of several career alternatives and ii) necessity entrepreneurs who are forced into
entrepreneurship because they feel that there are no other job opportunities or none
that are satisfactory.” The majority of female entrepreneurs fall under the second
category of "necessity entrepreneurs."10

A large proportion of women, especially those in the lower socio-economic groups,
are the main providers for their families. They are divorced, widowed, or need to
generate a second income to help with household expenses.! However, they lack the
necessary skills to obtain jobs in the formal public or private sectors and therefore
resort to self-employment. The types of enterprises they choose to operate are
usually very small in size and are not labour intensive, the primary goal being to
produce a subsistence level income. Data indicates that approximately 18% of all
employed females are self-employed,*? however only 3% of these female-owned
enterprises are in the SME sector, the majority being in the micro-enterprises. This
evidence is further collaborated by the Egypt Human Development Report which

> NCW and World Bank, Egypt Gender Assessment, 2003 p52

® El Mahdi et al., The Role of Women in Economic Life, 2006 p19

" NCW and World Bank, Egypt Gender Assessment, 2003 p53

¢ World Bank, 2004 p.41

° El Mahdi, et al., The Role of Women in Economic Life, 2006,p.32.
19 Focus group study

" ibid

2NCW and the World Bank, Egypt Gender Assessment , 2003 p.55
B |FC, GEM Country Brief — Egypt 2006 (www.ifc.org)
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indicates that women formed only 6% of all small entrepreneurs.** Moreover, the
vast majority operate informally, with no licenses, accounting records, or
employment insurance.

Until recently, much of the focus on women's M/SME programs has been
concentrated in the micro-enterprise sector, in order to target poverty alleviation;*
however, there is recognition from institutions that support of micro-credit schemes
alone is not sufficient to achieve successful businesses and increased income.'® This
has necessitated a need to mainstream female entrepreneurs into the formal SME
sector, and reassess the policies and programs available for their support.

SERVICES AVAILABLE FOR THE M/SME SECTOR

Law 141/2004 was designed in an effort to develop micro and small enterprises. The
entity designated with providing the bulk of development, planning support and
coordination services was the SFD. The Small Enterprise Development Organization
(SEDO) unit within SFD is mandated to provide the following:

1 Designing and implementing small enterprise development sector programs
and providing technical support to SMEs

1 Establishing and managing an information network for small enterprises

1 Establishing business development centres in all of Egypt's governorates

1 Developing marketing and planning systems in accordance with the market
needs

1 Enhancing the competitive edge of small enterprises, improving their quality

and opening new markets for their products

Financing and updating marketing studies and research

Developing technology support and transfer systems

Training youth in technical vocational training centres to promote their

entrepreneurial skills

Raising awareness among entrepreneurs to apply quality systems

Creating opportunities for business matchmaking and devising tools for

developing exports.'’

= =4 =

= =4

In addition, the SFD also offers a variety of services such as:
91 Micro-credit loans: SFD is encouraged to allocate 40% of its credit programs
to women
1 One-stop-shops that serve micro and small enterprises by carrying out all
registration procedures including issuing of licenses, approvals and cards
within 30 days
1 Helping businesses access new technology

As such, the SFD is largest active body offering support to MSE.

“ UNDP, Egypt Human Development Report, 2005 p.109

> IFC, Regional MENA GEM Brief 2006 (www.ifc.org)

16 Commonwealth Secretariat, Globalization and Gender Briefs No.3 (www.thecommonwealth.org)
" El Nakeeb, Increasing competitiveness of Egyptian SMEs through Business Development Services,
2007 p.6-7
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In addition to the SFD, there are four main models of Business Support Centres
(BSCs) currently operating in Egypt:

1) Network of Egyptian Small Business Development Centres:
operational in Mahala, Beni-Suef, Assiut and the furniture industry in
Damietta - administered by SFD

2) Micro and small business support centres: operational in Giza,
Fayoum, Beni Suef and Menia — joint venture between SFD and
UNDP

3) Business Resources Centres BRCs: operational in Alexandria, 6™ of
October, 10™ of Ramadan, Cairo, Assiut, Damietta, Borg EI Arab and
Sadat City. A total of 20 BRCs are planned — Administered by the
Industrial Modernization Program

4) Community Development Associations (CDAS) support program:
operational in four cities in the Giza governorate — Administered by
MOVIMONDO, an Italian NGO.®

All four of these models offer technical assistance, training, marketing, information
and other basic support services. The first three are all concentrated in capitals of
governorates or in main industrial areas. The fourth program works through
Community Development Associations (CDAS) by providing them with support and
enhancing their ability to deliver business support to local micro and small
enterprises.

As well as these four models of business support services and the activities provided
by the SFD, there are also business and technology incubators in place and the
clusters development program, focused on specific industrial and handicraft clusters.
Moreover, various NGOs are active in the field, however, most of the available
schemes and programs target women's micro-enterprises, and focus on support for
start-up capital and short term training programs.

This brief summary of services available for M/SMEs shows that a potential exists for
great development and competitiveness of these enterprises in Egypt. However, a
closer look at these services raises several concerns. First, while medium enterprises
are not being specifically excluded from the SFD mandate, this does reflect a general
trend of focusing on micro and small enterprises. There have been instances where
medium size enterprises have not been able to access services offered by SFD due to
their large size.* This prompts a need to for SFD to reconsider its strategy. With the
general aim being development of SMEs, medium enterprises cannot be marginalized.

An examination of the locations of BSCs will show that not only do they offer the
same services, but they also mostly exist in the same areas. This means that some
areas are over saturated with support centres, while more needy areas are ignored. In
addition, these locations are not geographically accessible to a large number of
females, who may not even know of the services available, or assume that they are
only available for enterprises in these highly industrialized areas.

18 E| Nakeeb, Increasing competitiveness of Egyptian SMEs through Business Development Services,
2007 p.9-10
9 Interview, male SME owner, February 2007
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An evaluation of the existing support services showed that in all governorates, despite
the claimed availability of business development services, awareness of SMEs of
these services was quite low, and as a result they were rarely accessed. This
information was supported by female SME owners surveyed in the focus group study
who claimed they had no knowledge of the services provided and that they received
no training or support during their start-up phase or current operations. Females who
did receive training did so through local community NGOs, and this training was
usually associated with micro-credit loans, focused on certain activities that are
promoted by NGOs such as handicrafts and embroidery. Those in the services and
manufacturing sectors received no training at all. *°

The weak outreach of these service providers points to weak services implemented
within. With a variety of organizations and units offering SME networking facilities
there should be strong networks and clusters in place. However, a basic list of all
MSMEs and their activities is lacking. Networking opportunities are weak at best,
particularly for female entrepreneurs. Information support, market research and
technological innovations, if they exist, are poorly publicised and disseminated.

There is clearly a need to coordinate activities in the field in order to reduce
duplication of efforts and to reach as large a target group as possible. Outreach
programs, advocacy and activities to publicise existing services have to be more
efficient and has to be presented in various forms so as to appeal to as many
entrepreneurs as possible. The implementation of these programs has to be closely
monitored to ensure that they indeed achieve their objectives. Greater attention has to
be paid to the strategic needs of these businesses, and to programs, training and
policies that will enable them to become more competitive and achieve their full
economic participation potential.

As well as business support, M/SMEs also require financial support. Research shows
that women rely mainly on savings or inheritance as their main source of funding.*
This is due to the inequitable lending schemes in place, and to the fact that banks view
women as unstable borrowers, unlikely to repay loans. In fact the opposite is true with
women having higher rates of repayment than men on loans, and being less likely to
default.”” However, women have problems securing loans. In a survey of female
entrepreneurs, only 39.5% stated that they got their credit formally, and of that
percentage, only 14.6% was from banks, with the rest (24.9%) got their credit through
the SFD or local NGOs.%

In addition to complications raised from financial bureaucracy, women entrepreneurs
also face a myriad of constraints when dealing with the overall SME institutional
bureaucracy. Of major consequence is the licensing procedure for enterprises.
Females have complained of harassment by officials, extremely long process periods,
and excessive prices, all of which to cause female entrepreneurs to forgo the
formalization process altogether. The decision to operate informally then has a
consequence on the access of these enterprises to local and international markets.

% Focus group study

21 E] Mahdi et al., The Economic Role of Women, 2006 p.36

22 |LO, Gender and the Access to Financial Services (www.ilo.org)
% E| Mahdi et al., The Economic Role of Women, 2006 p.35
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Other complications arising from bureaucratic procedures include complicated legal
procedures, high working expenses versus income, and lack of transparency of rules
and regulations.

EGYPTIAN LABOUR MARKET AND POPULATION SURVEY 2006

Eight years ago a comprehensive labour force sample survey was conducted in Egypt.
The main objective of this Egyptian Labour Market Survey (ELMS '98) was to
understand the dynamics and forces that affected the supply and demand of labour,
the wage levels, productivity, migration, formation of small enterprises, child labour,
etc. In 2006, another nationally representative survey was conducted in the Egyptian
labour market making it possible to compare with previous labour force sample
surveys in 1988 and especially 1998.

One of the main objectives of the new survey was to carry out gender comparisons
throughout the analysis to understand the extent to which a gender gap exists, the
areas where the gender gap is more prevalent, and analyze whether the gap is
diminishing over time or not.

The sample size of ELMS '98 was around 5,000 households, out of which 1,495 small
enterprises were detected. Therefore, 30% of the households owned and operated
MSEs in 1998.

The sample size of ELMSP 2006 was around 8,349 households out of which 3,684
were households that existed in the ELMS 98. Another 2,498 were new households
that were branched out of the old households, as the younger generation had moved
out and started their own families. The remaining 2,167 households were new ones
added to the sample. Out of this sample 2,142 MSEs were detected. Around 25% of
the households owned and operated MSEs in 2006.

The main outcomes were as follows:

1- Despite the apparent increase in female-owned enterprises, their share in
ownership of MSEs has dropped from 19.1% in 1998, to 17.9% in 2006. The
slight decrease in role of female entrepreneurs could be explained by their
relative inexperience, shortage in finance, and their subjection to market and
community constraints, which hinder their smooth entry and survival
possibilities.
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Table 1: The number of non-agricultural SE/E in 1998 and 2006 distributed
according to location and gender (in thousands)®*

Urban Rural All Egypt
%AV %AV 90AV.
Gender 19 Ann Ann Ann
98 2006 Gr. 1998 2006 Gr. 1998 2006 Gr.
11
Males 88 1579 3.8 812 1309 6.4 2000 2888 4.9
16
Females 5 259 6.0 307 370 25 472 629 3.8
13
Both 53 1838 4.1 1119 1678 5.4 2472 3517 4.7

2- Over and above, the recessionary market conditions were not encouraging
either for male or female entrepreneurs. Females, being the weaker partner in
the development process, chose to leave the labour force and withdraw from
the market, especially as entrepreneurs. In fact looking at the recent data
indicates that both within the active unemployed and the discouraged
unemployed the females represented a growing majority, despite their relative
minority standing within the total employment.

Table 2: The change in the female's position in and out of the labour market®

% of M/F to Total Gender 1998 2006
Total Employment M 0.814 0.768
Total Employment F 0.186 0.232
Active Unemployed M 0.464 0.416
Active Unemployed F 0.536 0.583
Disc. Unemployed M 0.49 0.297

F 0.51 0.703

Disc. Unemployed

3- With regards age of the entrepreneurs, it was noticed that in 2006 the highest
frequency of entrepreneurs, males and females, is concentrated in the age bracket 30-
39 years. There are no visible differences between the ages of the owners of formal or
informal enterprises. This result comes in contrast to the situation in 1998, where the
highest concentration of formal enterprise owners was in the age range 40-49 years,
and in the age bracket 30-39 years for the informal enterprises owners. The decline in
the average age of the entrepreneurs could be due to the market conditions, where the
opportunities to work as wage workers whether in the government or the private
sector were limited as mentioned before. The only refuge was to become either a self-
employed or an employer, if experience and finance permitted at an earlier age.
Female entrepreneurs start to work independently at an earlier age.

24 Source: Assaad, R., ELMPS 2006 and ELMS 98 data files.
% Source: Calculated from ELMPS 2006
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4- From a legal perspective, the majority of the MSEs are primarily sole-
proprietorships, owned and run by one person, the self-employed. However, a few of
the MSEs are partnerships, or enterprise units (EUs) owned by a number of
individuals. Formal EUs include a relatively higher percentage of partnerships due to
their larger size.

Female-owned enterprises tend almost all (98% of formal enterprises and 93% of the
informal enterprises) to be sole proprietorships, compared to 80% and 91.7%
respectively for the male-owned enterprises.

5- Female-owned enterprises are highly concentrated in two or three activities (trade
50%, manufacturing 22%, and education and health 20%), whereas male-owned
enterprises are more evenly distributed along the different economic activities.

This concentration reveals the limited need for prior training experience, especially
where the trade activities are concerned. It reflects the lack of skills of the female new
entrants to the labour market, which drives them to start enterprises that do not need
minimum skill levels.

6- When the entrepreneurs were asked whether they borrowed during the last 12
months, 41% of the formal EU owners/managers and 19.5% of the informal ones
confirmed that they did. No visible differences seem to exist according to gender
accessibility to loans. However, around one fifth of the informal borrowers got their
loans from informal sources such as suppliers and local money lenders as can be seen
the next table.

Table 3: Sources of borrowing of MSEs in 20062

Loans Formal Informal

from-1st lender male | female | Total | male | female | Total
Nasser social bank 21 36 57 20 18 38
other public sector bank 56 58 114 |53 |44 97
private sector bank 20 |38 58 1 18 19
an NGO 7 31 38 30 |28 58
social fund for development 5 33 38 1 1
suppliers 32 7 39
local money lenders 5 14 19
Total Borrowing MSEs 109 | 196 305 |141 |130 271
Total Sample of MSEs 408 | 342 750 | 709 |683 1392
% of Borrowing MSEs to Total Sample of MSEs | 26.7 | 57.3 41% | 19.9 | 19.0 19.5

7- The female's share among the self-employed and employers community in Egypt
dropped by 1.2 percentage points during the period in question from 19.1% in 1998 to
17.9% in 2006. This result concurs with other studies, which indicate a slow decline
in the percentage of female-owned enterprises in Egypt, however, it contradicts the
second assumption. Several reasons were raised as explanatory factors; however, the
most accepted factor mentioned even by the female entrepreneurs themselves was the

% Calculated from the ELMPS 2006
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fierce competition in the market, which required experience, finance, market
connections, market wisdom and awareness with its changing needs. Unfortunately,
the majority of female entrepreneurs lack these fundamental qualities.

FOCUS GROUP STUDY

A focus group study was conducted in February 2007 with M/SME owners to in order
to gain some in-depth information on the issues facing this sector (See Annex 2).
Special attention was paid to the gender differentials of the existing situation. The
results were as follows:

Reasons for becoming entrepreneurs

The discussion with female entrepreneurs from urban and rural areas revealed no
significant differences between them, where the reasons for their decisions to join
the private sector are concerned. All interviewed women assured that joining the
private sector was not a personal initiative, but there are many reasons behind their
decision to be entrepreneurs, summarised as follows:

- They needed to increase their income because they were either widows,
divorced, young graduates with no jobs or their husbands earned low-incomes.

- Job opportunities in the government; especially for poor people were
becoming quite scarce in the last twenty years. Previous research confirms the
notion that a significant percentage of female entrepreneurs (26%) are either
widows or divorced. The severe social conditions drive females to seek work
without having previous experience.

- There are no decent jobs in the private sector, as it has associated risks and
side effects, for instance: no work stability, no social and health insurance, the
employers do not comply with the labour law regulations regarding workers'
rights, moreover, the salaries in the private sector were very low.

The GEM report (2002) defined two types of entrepreneurs: a) opportunity
entrepreneurs who choose to start a business as one of several career alternatives and
b) necessity entrepreneurs who are forced into entrepreneurship because they feel that
there are no other job opportunities or none that are satisfactory. It seems that most of
the female entrepreneurs in the two focus groups fall under the second category of

"necessity entrepreneurs"?’.

Meanwhile, the rural women in the focus group had some additional reasons to decide
to become entrepreneurs; namely that some NGOs were encouraging them to work
independently through training and providing finance (around LE 300).

As for male entrepreneurs, they agreed with females on the reasons behind joining
private sector, especially that jobs in the government were not accessible and the
conditions of work as paid workers in the private sector were unacceptable.

2" E] Mahdi, et al., The role of Women in Economic Life, 2006 p.32.
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Previous training experience

The relationship between getting training or acquiring experience on one hand, and
the pursued activity on the other hand, proved to be relevant during the discussions:

Female entrepreneurs who were operating handicraft activities such as sewing , ready
made garments, and embroidery got specialized training through NGOs that are
located in their neighbourhood. These courses enabled them to gain experience in
their work; many of them also gained their experience through work with their
husbands or in their family business.

Male entrepreneurs, on the other hand did not get any training courses, but they
gained experience by working with their father, brothers or masters in their
workshops starting at very young age, and some of them gained experiences by
working in factories.

Male and female entrepreneurs who worked in service and trade activities did not
have any general or specialized training. Both of them are at a huge disadvantage
when it comes to training.

Difficulties confronting female entrepreneurs

A number of the urban female entrepreneurs faced strong resistance from their
families, because they considered women's work as shameful despite the low incomes
of the father, brothers or husband.

In the other cases, the problem was in the community's disapproval, since working
women were subject to criticism because from a societal point of view, they were not
engaged in decent of work, acting as middle women or small entrepreneurs, and
because they had no money to cover their needs.

As for rural women entrepreneurs, their position was more complicated, because rural
culture is considered more conservative than the urban one. People in the rural areas
viewed women that worked independently in the private sector as acting against the
community's traditions, and doubted their morals. Others envied the women because
they were successful at their work; however this made some men feel like failures.

Current social and institutional environment

- Most of interviewed female entrepreneurs had no social problems now, because
the family and the society began to accept their new status. However, at the
beginning the resistance from all was strong. Success in their ventures, their
ability to support their households and generate enough income changed their
family's and community's perceptions and gradually reduced their resistance.

- Most of interviewees complained from the high financial commitments that face
their enterprises such as the high cost of water and electricity bills, compared to
the very low return they gained from their enterprises.

- All interviewed entrepreneurs, males and females, were working informally; no
license, no commercial registration, no tax card and no bookkeeping.
Entrepreneurs make formalization decisions based on cost/benefit analysis, and
they will operate informally up to the point, where the marginal costs are less than

68



the benefits of formality. From the entrepreneur's perspective, it is safe to assume
that the decision to operate informally is rational. They decide to stay informal
because the total costs of entry, operation, and exit associated with joining the
formal sector are greater than the potential benefits from being formal. It is
obvious that the administrative and regulatory constraints, in addition to the
macro-economic and business environment, are perceived as being somewhat
equally severe by both genders.

All of interviewed entrepreneurs agreed that the legal and regulatory systems in
Egypt are very complicated. In order to operate formally, entrepreneurs have to
deal with many governmental authorities, starting from obtaining the various
licenses and approvals required for establishing the enterprise from the various
ministries according to the type of activity; obtaining the required capital; and
then obtaining the operation permission from the local administrative units, and
securing funding. Moreover, the licensing procedures are too complicated, and
usually associated with paying bribes.

All of them complained of widespread corruption among official authorities
employees.

The social insurance instalments that are being paid by employers and employees
are considered excessive. Therefore, no interviewed entrepreneur registered
his/her employees in the social security system.

Most of interviewed entrepreneurs complained from importers, wholesalers and
suppliers, due to the price discrimination between them and the owners of the
large businesses. Importers, wholesalers and suppliers usually offered substantial
discounts to owners of large business because they purchase large amount on cash
basis, meanwhile the interviewees cannot afford to do so.

All interviewed entrepreneurs had not heard about the services being provided by
the Social Fund for Development (SFD), especially its legal services to MSEs,
where the registration, licenses, and tax card are concerned. According to the
MSEs Development Law, the Social Fund for Development creates Special Units
to serve small and micro enterprises and carry out, upon their demand, all
registration procedures including the issuing of licenses, approvals and cards.

Taxes and tax law

Most of interviewed entrepreneurs had not heard of the amendments adopted in
the new Tax Law such as: the entrepreneur is entitled to prepare and present his
financial statement by himself, and it will be accepted without doubt as long as the
bills are correct. All of them also agreed that the tax authority is still working as it
used to operate in the past and believed that the tax is estimated arbitrarily, and
were therefore not ready to deal with the tax authority due to these bad and
stable impressions.

Most of the interviewed entrepreneurs were satisfied with idea of estimating the
taxes based on the shop's space and its location.
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Production and Marketing

According to the IFC (2005a), access to markets is one of the main barriers faced by
female business owners, both in Egypt and in the MENA region in general (IFC,
2005b). Even though entrepreneurs of both genders have difficulty accessing markets
in different geographical locations, the situation is more severe for women. One of the
main reasons for their lesser access of women to national and international markets, is
that female entrepreneurs are mostly working on an informal basis and running
extremely small sized enterprises using traditional production techniques.

An additional problem of entrepreneurs in the manufacturing sector is the instability
of the prices of raw materials; the wholesalers and the importers are free to set their
prices without any control by the government. Some of interviewed entrepreneurs
demanded that it is necessary to keep the prices of the raw materials stable so that
they could forecast their costs and hence determine their prices.

In the manufacturing and handicraft activities, most of women agreed that there are
difficulties in marketing their products and finding good venues to show their
products.

All of interviewed producers are producing on an order-by-order basis.

Most of interviewed entrepreneurs attacked imported goods, especially those from
China, and all of them agreed that the goods place them at a disadvantage because
they are low priced and of high quality, therefore local production cannot compete
with these goods in local markets.

Some of interviewed entrepreneurs confirmed that marketing was a major problem,
due to lack of appropriate market places or exhibitions because of the high cost of
land rent, which necessitates the existence of regular low rent exhibitions.

Financial and Non-Financial services

Access to finance and the cost of finance are considered by respondents as to be key
obstacles for business operations and expansion capacities.

All interviewed entrepreneurs assured their urgent need to finance, but in spite of their
need to finance, they could only afford it under special conditions such as easy
lending procedures and collaterals, a reasonable interest rate, and longer periods of
repayment.

Most of interviewed entrepreneurs had not applied for a bank loan for business
purposes because they ‘know they cannot get one’.

Some of interviewed entrepreneurs confirmed, based on their personal experience, the
difficulty of bank procedures, as well as high interests, high instalments, and short
repayment periods..

No interviewed entrepreneurs got any non-financial services.

No interviewed entrepreneurs have any idea about SMEs Business Support Centers,
Industrial Modernization Program (IMP) and its business resource centers.

Another problem that was expressed by all interviewed entrepreneurs was the non-
existence of specialized training centers in their neighbourhoods.
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Leasing

Non-bank financial institutions, such as financial leasing companies could act as
providers of finance to small-scale firms that do not have sufficient collateral. Leasing
could be a way to avoid collateral problems for small-scale firms, which enables them
to substitute a leasing contract with the equipment itself as collateral, and avoid
having to borrow to purchase the asset.

In spite of the importance of financial leasing, no interviewed entrepreneur had
information about the financial leasing system due to the lack of available information
on the steps and procedures regarding to this system or the institutions that offer it.
When it was explained to them, they were all satisfied with this system but under
certain conditions such as; easy procedures and limited monthly rental costs.

Men’s opinions regarding the position of women entrepreneurs

All men agreed that the women's work is accepted now in our society. However,
when it came to their own door steps, the perception changes. Their wives' roles
should be primarily as mothers and housewives who run their homes, etc.
Accordingly, they do not take women's role as entrepreneurs seriously, treat them as
their equals in the market, conclude deals or secure contracts with them unless they
prove themselves and expand their operations.

The results of the focus group study can be summarised as follows:

(1) Women are still generally defined as dependents, and expected to be subordinate
to men whether in their small family circles or in the neighbourhood community.
Staying at home and taking care of children are generally considered as their primary
responsibilities. Particularly during times of high unemployment, there is an implicit
understanding that women should stay at home, ceding their places either in the
labour force or as entrepreneurs to men.

(2) The business environment in Egypt is not a conducive one for M/SMEs, owned
either by males or by females. M/SMEs face significant problems concerning
establishment procedures, and licensing, taxes, registration, and compliance with the
different directives of various governmental ministries and localities.

(3) Male and female M/SME owners are usually heavily engaged in trade and service
activities, which require limited prior experiences, as they lack those prerequisites.

(4) Most women-owned M/SMEs in Egypt serve local markets inside their
neighbourhoods; their access to wider outside markets happens only in minor cases,
because of their limited capabilities; human and financial, which prevent them from
expanding to reach larger markets.

(5) With the fast economic liberalization, M/SMEs production will not be able to

compete with the imported products in the local market especially those coming from
China.
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(6) The efforts that have been done by the government, NGOs and international
organizations are not visible to the majority of M/SMEs owners. Moreover, these
efforts in many times are scattered, isolated and often conflicting.

(7) Most of M/SMEs suffer from insufficient access to reasonable financing services
that could help them cover their various business needs.

(8) Egyptian male entrepreneurs are also reluctant to hire women; because they have a
negative perception about female workers. In their opinion female workers have a low
attachment to the workplace. This perception manifests itself in several ways,
including a sense that female workers have a high turnover rate, absenteeism rates,
and they are unwilling to work the long hours that the private sector in Egypt requires.

(9) The confidence of both types of entrepreneurs in government actions towards
them is quite low. Moreover, many changes that occurred in the legal and institutional
environment are not well known so far to enterprises' owners, (such as the new tax
law, services offered by SFD, NGOs and governmental organizations).

SMEPoL KEy PoLicy DOCUMENTS

Key documents were developed by the SMEPoL project to enhance the overall
institutional framework for SMEs, however, a closer review of these documents
shows significant gender gaps in the research applied, and subsequently in the
recommendations proposed in these documents. Specific amendments to the text is
included in Annex 3, however a brief overview of these gender gaps is summarised
below.

None of the documents identify different patterns of male and female owned
businesses, or certain socio-economic disadvantages specifically faced by female
entrepreneurs.

The document entitled The Application of Leasing Within the Small and Medium
Enterprises Sector failed to mention particular constraints faced by females in gaining
access to financing

With respect to leasing, it should be recognized that women-owned SMEs are less
likely to be registered, so women are at a disadvantage in accessing leasing as an
option for financing (leasing companies require extract of the commercial register for
eligible companies) and as well, because women are less likely than men to have
formal business premises and leasing companies require a ‘rent or ownership contract
of the company’s premises’. Finally, women are at a disadvantage because they are
less likely to have established track records and credit histories, which is a main
information requirement for leasing companies.

Most lending institutions consider the small size loans usually requested by female
entrepreneurs as insignificant. As well, many lending institutions view women as
high risk and choose not to deal with them. There are certain gender biases within
these institutions that lead to differential treatment of men and women. It is essential
that training for leasing companies highlight and address these issues in order to
provide a more supportive institutional framework.
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Women business owners have a much more difficult time in accessing financial
support. They are often refused loans, or are unable to meet the collateral
requirements. Therefore innovative approaches to loans and leasing practices need to
be considered.

Finally, it is important to recognize the need for gender specific information, and for
services geared specifically towards female entrepreneurs, such as developing
business plans and bookkeeping support, as women tend to be weaker in those areas
then male entrepreneurs.

The document on Enhancing Competitiveness for SMEs in Egypt needs to identify
gender differentials as a critical requirement in its policy approach. The impact that
various policies have on men and women, often by further marginalizing women,
needs to be acknowledged and assessed. And while the document states that there is a
major knowledge gap in the Egyptian Labour market, it fails to point out that this is
further aggravated in the case of females who tend be pushed into the study of arts
and humanities, and graduate lacking the skills necessary to compete in the
employment market. This places females at a greater disadvantage than males. The
markedly skewed nature of female owned businesses towards micro-enterprises also
needs to be acknowledged and assessed

When making final recommendations for enhancing competitiveness for SMES in
Egypt it is important to keep in mind major obstacles faced by female-operated SMEs
in order to ensure that their needs are specifically addressed in recommendations and
to ensure that their participation in the economy reaches its potential. These issues
include:

1 Women and men are impacted differently by the same economic policies.
This is due to the fact that social, cultural and economic factors generally tend
to favour men. Women have to deal with a myriad of issues such as social or
customary restrictions on mobility and asset ownership, primary obligation to
family and child rearing activities, and generally lower education levels than
men. These gender issues place burdens or limitations in the face of female
entrepreneurs.

1 Women still represent a minority of all those who start new firms or are self-
employed. This is an economic resource that remains untapped.

T Institutions and most policies remain gender blind or gender neutral. Specific
obstacles faced by women are not considered, and in fact are sometimes
created by gender biased institutional approaches including policies and
employee actions that maintain or promote the status quo when it comes to
female entrepreneurs.

1 Female entrepreneurs generally suffer from a lack of financial, social and
human capital resources. Limited wealth and social networks hinder the
development of female-operated SMEs. In addition, the well documented and
known fact that females generally have lower education levels, and tend to
remain a minority in the fields of science and technology, indirectly affects the
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ability of female entrepreneurs to take advantage of opportunities or
innovations that would otherwise greatly benefit their business.

The study on Streamlining the Egyptian Laws, Regulations and Procedures
Governing SMEs Establishment, Growth, Export and Exist, fails to highlight that
multiple procedures and requirements for registration of a business are a big obstacle,
especially to female entrepreneurs who may have less knowledge and experience
about business start-ups, and who may prefer to remain informal rather than to deal
with time consuming, unfamiliar procedures.

As the majority of women entrepreneurs are micro or small business owners, their
access to online services are limited. This should be recognized when making
recommendations that require online access in the document, and provisions should
be made to help female entrepreneurs in this area.

The issue of maternity leave is the only gender issue raised in this report; however no
recommendations are made in this regard. Recommendations need to take into
account the double duty of home and work that many female entrepreneurs face.

The study on Streamlining the Egyptian Laws, Regulations and Procedures
Governing Registration of Property needs to acknowledge that women tend to be
much more affected by complicated registration procedures due to pressures on their
time and financial resources. Multiple agencies, multiple procedures, and irregular
fees are all a detriment to women formalising their business operations. In addition to
complicated bureaucratic procedures, many females also have to deal with customary
laws that prevent their outright ownership to land and/or property. This issue greatly
affects their ability to access loans by providing collateral, and their ability for
autonomous control of their businesses.

GENDER CONCERNS IN M/SME DEVELOPMENT

Women and men respond differently to policies and programs because they have
different sets of private resources (including time and capital) and different levels of
access to public ones (finance, networks, training). It is therefore necessary to
highlight specific concerns for female entrepreneurs given the current environment for
SMEs in Egypt.?

These concerns can be categorized as follows:

(1) Lack of Sex-Disaggregated Data: Sex-disaggregated data is unavailable and
outdated at best, for Egyptian M/SMEs. Sex-disaggregated data means that the needs
of men and women have been considered in every step of the statistical process
(survey development, information collation, data analyses and dissemination), and is
applied in all spheres of statistical collection, not just demographic and social

%8 The constraints faced by women have come from conclusions of the focus group study, review of the
SMEPoL Policy documents, and from the following research: EI Mahdi, The Economic Role of
Women, 2006; EI Mahdi et al, 2006, Promoting Competitiveness in the Micro and Small Enterprises
Sector in MENA, 2006
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statistics as is traditional. It necessitates that data is analyzed and presented with sex
as a primary and overall classification.

The unavailability of data reflects a lack of reference or baseline for female
entrepreneurs wishing to find support when starting up or during their business life.
More importantly, lack of sex-disaggregated data means that policies are developed
without gender specific issues in mind.

(2) Lack of Experience: Individuals differ in their abilities to discover and capitalize

on various business opportunities. This ability is dependent on individual knowledge,
experience in the market place or field of business, and levels of education. The
majority of female entrepreneurs starting up businesses have very little past
experiences to build on. If they were employed prior to starting their own business,
research shows that often that employment was in a small enterprise that offered
limited knowledge and experience. * This lack of experience is further aggravated by
general lack of knowledge on issues pertaining to SMEs, such as available services,
existing legislation and rights and responsibilities.

(3) Lack of a Supportive Institutional and Legal Framework: Issues of unpaid
maternity leave, high cost of unsubsidized quality child care, taxes and social benefits
are essential to the survival of female entrepreneurs. Many have cited them as
obstacles to their continued self-employment. Unpaid maternity leaves and high costs
of child care result in a dilemma for females who have to find alternatives to
balancing their home and work life. A supportive legal framework is essential for the
survival of female operated SMEs. It is essential that this support is visible in the
passage, interpretation, application and enforcement of laws and policies. The
institutions within and through out which laws and policies are applied also have to be
gender sensitive, and provide the tools and means necessary to implement and follow-
up on actions.

(4) Access to Business Development Services: The majority of female entrepreneurs
have expressed a need for a more supportive business environment. This includes,
but is not exclusive to start-up support, legal aid, on the job-training and human
resources.*® There is a general lack of access to and provision of these services at a
level that is beneficial to females, particularly at a level which can help them become
more competitive vis-a-vis their male counterparts.

(5) Access to Finance: The majority of Egyptian female entrepreneurs view financial
institutions as being out of their reach or biased against them. Several have
experienced major gender biases when dealing with these institutions. This refers to
certain behaviour that "fosters inappropriate consideration of the applicant's gender in
the credit underwriting and approval process. Gender-biased behaviour can severally
hamper women seeking small business credit and impede formation of profitable
customer relationships, even before customers' needs or loan requests are assessed."**
The lack of access to financing is an impediment to female entrepreneurs when
starting up business and when trying to expand an existing business.

% OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)
% EI Mahdi, 2006
1 UNACTAD, 2001 p.38
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Examples of gender biased behaviour include; a general institutional lack of interest
in female entrepreneurs, questions on marital status, family size and spousal
agreements to loans, delays in processing application, high rates of denial and lack of
explanations of why requests were denied, limited information on alternative sources
of finance or credit, higher collateral values than males, requirements for guarantors
or co-signers, and general lack of training by loan officers on dealing with women
clientele and their personalized needs.*

Women entrepreneurs are generally less wealthy than their male counterparts and will
more likely opt for less capital intensive, less growth-oriented ventures. The fact that
women entrepreneurs are more likely to have smaller size businesses also means that
they are attracted to smaller size loans which are not considered profitable by banks.
In addition, in many instances women lack sufficient collateral because they generally
have less capital/assets. They have to use their own personal savings to secure loans.
And, even when collateral exists, it is either in the form of personal savings, or assets
which are controlled by male relatives.*

(6) Access to Networks: Women are often restricted in their mobility due to socio-
cultural barriers.  In addition, due to double home and work tasks and
responsibilities, they lack the time to search out and join networks that may expand
their business knowledge and quality. Lack of networks hinders the ability of female
entrepreneurs to collaborate and share knowledge on services, and training and to
enter into joint business ventures, including clusters that would otherwise benefit
their enterprises.>

Strong social networks would enable women to benefit from the socialization process
of meeting and gaining knowledge and experience from others in the same or similar
fields while further expanding social ties and expanding their social capital. These
networks and shared norms and values facilitate co-operation within and among
female entrepreneurs groups, and providing support and positive change.

(7) Access to Markets: Most female-owned enterprises serve local and regional
markets, with a miniscule number being export oriented. Some of the reasons stated
for restricted market access have included low-quality goods, lack of training, lack of
knowledge of export policies and procedures, lack of essential services and
infrastructure (such as electricity, good roads) and highly bureaucratic procedures.®
In Egypt, registration of a SME requires 13 different procedures and 43 days.
M/SMEs must abide by 18 different laws in different institutions to register and
license their premises and business.*® Women often find it difficult to get
information and find employees biased and unhelpful. In addition, the process is too
tedious and time consuming. As a result, many women prefer not to register their

%2 IFC, Regional MENA GEM Brief 2006 (www.ifc.org); Binns, Integrating a Gender Perspective in
Microfinance in ACP Countries (www.gdrc.org); UNACTAD, 2001p.38; Focus group study 2007, El
Mahdi, 2006.

% 1LO, Gender and the Access to Financial Services (www.ilo.org); UNACTAD, 2001 p.38;

OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)

¥ OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org), El Mahdi et al., 2006 p.36
% |IFC, Regional MENA GEM Brief 2006 (www.ifc.org); IFC, GEM Country Brief — Egypt 2006

(www..ifc.org), focus group study
* |FC, GEM Country Brief — Egypt 2006 (www.ifc.org)
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business and remain outside the legal framework that would otherwise allow them to
enter the market.

2. POLICY ALTERNATIVES

Given the situation analysis provided in the section above, the review of the SMEPoL
key documents in the earlier section, and considering the available opportunities, it is
possible to outline the main issues faced by Egyptian female entrepreneurs and
provide recommendations to alleviate these constraints. Perceived challenges and
possible solutions are also presented. In cases where challenges apply to specifically
to one recommendation, they are outlined immediately following that
recommendation; otherwise, they are stated after all the recommendations for each
issue are presented.

| SSUEL: LACK OF SEX-DISAGGREGATEDDATA

Recommendation 1: Develop a sex —disaggregated data base on SMEs in
Egypt

There should be a database available, based on gender research, with age and
sex-disaggregated data (male and female figures collated separately and
clearly stated) that includes, but is not exclusive to, the following information:
reasons why males and females choose self-employment, percentage of male
and female SME owners, numbers of SMEs in each sector of activity and the
male to female ratio, impact of education on decision to own a SME, sectors
where success is more likely, reasons for success, percentage of SME owners
who apply for credit, types of credit, and percentage who actually get the
credit, types of collateral requested, percentage of SME owners who got
help/training in the start-up phase, percentage who have received any other
training, availability of human resources, access to technology, use of recent
technology in business, use of online services.

Recommendation 2: Conduct research on the impact of Egyptian trade
agreements on males and females

Local and international trade agreements signed or ratified by Egypt have
different impacts on males and females, and on different size businesses in
different sectors. Research should be conducted on these trade agreements
and disseminated to policy makers and other stakeholders, including SME
owners, so that they can make informed decisions.

Perceived Challenges

Challenges may come from surveying institutions who feel that there is no
need for sex-disaggregated data in fields such as business, or technology,
where traditionally these male dominated fields have not needed to conduct
gender research at the receiving end, but rather at the market end to survey
potential customers.
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There may be resistance to extending surveys or questionnaires for fear that
respondents may be overburdened, providing inadequate or incomplete
questionnaires.

Those who develop the surveys, collect the data, analyze and present the
information may be ill-equipped or lack training for gender research.

The geographical area covered by the survey may not be indicative of or
representative of M/SMEs. It may be focused in only urban, or rural areas, or
in specific industries.

Possble Solutions:

Gender training can be provided for persons dealing with the questionnaires.
The importance of gender research and sex-disaggregated data can be
carefully explained, and methods of collection and analyses clearly described.
A gender statistics focal point can be appointed at the relevant institutions to
provide in-house support.

Areas to be surveyed should be selected randomly, and should cover as large a
geographic area as possible, unless a survey is designed for a specific target
group. While it is sometimes easier for cost and time allocation to choose
survey areas that are close to the centre, this practice should be avoided.

Areas where there have been extensive surveys completed by other
organizations, NGOs or donor agencies, should be avoided. A central data
pool should be identified, at CAPMAS or the Information and Decision
Support Centre (IDSC) where all agencies conducting research can deposit
their data for sharing, in an effort to minimize duplication of surveys and
maximize collaboration and coordination.

Alternative methods should be considered for information collection. Surveys
and questionnaires are only one way to collect data. Other methods such as
focus groups, workshops, lead person focused interviews, informal interviews,
site visits and participant observation can all be used in the appropriate
situations. Information gathered can be qualitative or quantitative, as long as it
is properly analysed and presented.

| SSUE2: LACK OF EXPERIENCE

Recommendation 1: Encourage female students to participate in areas of
study such as science and technology

The gap between education and actual marketable skills is growing. Females
in particular tend to be geared towards subjects that are least useful in the
market place. Girls should be encouraged to join science faculties, especially
in institutions of higher learning. New fields of technology development and
computer sciences are more in demand, and females hoping to be competitive
in an already saturated unemployment market, have to have marketable skills
to gain an edge.
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Perceived challenges

Girls entering new areas of study may face inherent biases in an educational
system that has traditionally been male dominated. Attitudes of teachers
towards girls in the classroom, and the general view that "science is for boys"
will prevent many girls from pursuing a career in a field that is predominately
male. In general teachers need to be aware that their behaviour has an impact
on a student's perception of her own abilities. Teachers that constantly berate
female students, or call upon boys to answer math or science questions are
sending mixed messages.

Costs of science courses may be out of the reach of many females, especially
since in many rural and urban areas in Egypt the prevailing view is that girls
don't really need a higher education. In instances where a female has to
compete with a male sibling for family income for her education, the high
costs may deter her from pursing classes in a science or technology field.

Possible solutions

Provide training for teachers on cultural biases that prevent girls from entering
science and technology fields. Teachers should be able to monitor their own
behaviour in the classroom and adjust any negative attitudes or gender-biased
behaviour. In order to encourage girls, prizes could be awarded in-class for
innovative ideas or best achievements.

Provide support for students in science and technology fields by providing
subsidized tutoring or partnerships with experts in the field who are willing to
share practical experiences with students. Peer tutoring can be encouraged
with teachers matching more able students with partners who can learn from
them.

Recommendation 2: Form linkages and partnerships between secondary
schools and universities, and private sector to provide students with
hands on internship experiences in the field during their education.

In order to provide successful, hands-on experiences, students should be
provided with internship opportunities during their study years. This should
be set up in a way where students are graded and get credit for successful
internships or work-study opportunities Successful work-study programs have
been applied in counties such as Canada and the United States. First hand
experience of such programs shows that students gain useful practical
experience during their study years, and often are hired with the same firms
that provided them with internships after they graduate. These firms view the
students as assets, and consider the time of their internship as time spent in
training and therefore choose to hire these students instead of bearing the
expense of hiring inexperienced or unfamiliar staff.

Perceived Challenges:

Firms may be unwilling to take on in-experienced "kids" considering them a
waste of time and effort.
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Unless internship programs are closely monitored, many may view the student
workers as their own personal lackeys and abuse their services/time.

Possible Solutions

Case studies of best practices and experiences in student work-study programs
should be disseminated to firms. The advantages of having free labour can be
highlighted, as well as the fact that firms are building a pool of human
resources that they can later resort to.

Tax deductions can be given to those firms who wish to join the work-study
program. Incentives can be based on the number of students a firm trains a
year, or the number of years a firm commits to the program, etc. However, it
is essential that there is close monitoring of the program so that abuses do not
occur by firms who claim more interns than is feasible to their size or number
of current employees. Placement of students at firms should occur through a
job creation or counselling office at the universities in order to reduce
favouritism, nepotism, or other possible biases.

Recommendation 3: Disseminate data and research on SMEs in Egypt
Female, as well as male, entrepreneurs need to know what is available in terms
of SMEs. Information should be provided on tax systems, policies, programs
available, SME fields of operation, rates of success, current opportunities etc.
This information can help entrepreneurs make decisions regarding their
business plans. This will also help many females fill the general knowledge
gap regarding their rights and the current laws.

Perceived Challenges

There is not enough research available on the types of businesses Egyptian
male and female entrepreneurs choose to operate, or why. Rates of success,
reasons for closure, opportunities and constraints are not fully identified. As
well, data on lending practices, percentages of males and females who apply,
who receive loans, and reasons for acceptance or rejection are not
documented. In addition, there is no listing of all M/SMEs and their activities,
or BDS centres and their services.

Information may not reach the necessary target groups.
There is a very wide geographic and demographic area to cover.

Possible Solutions:
Research may have to be compiled from various sources, as explained in the
section on sex-disaggregated data above.

Publications should be available at all outlets that deal with SMEs, including
NGOs that provide training or micro-credit. Information should be made
available so as to target as large a segment of the entrepreneurs as possible
(those with different degrees of knowledge and education). Media campaigns,
long ads, brochures, story books are all different ideas for information
dissemination.

80



Efforts have to be made to reach as many people as possible. Coordination
between community organizations, volunteer networks, government and
donors will have to be solidified to ensure that there is an extensive outreach
program.

Recommendation 4: Enhance women's education and training
possibilities, especially in the trade and services sectors.

This is vital for promoting female entrepreneurship since it would raise their
skills and capitalize on them in addressing new markets and products. Training
for women should not be considered a one-shot deal and educational programs
can continue throughout their careers as new information becomes available in
the field.

Possible challenges:
Costs for training are high, and they have to be absorbed by the recipients.

Possible solutions
The costs of training can be subsidized by government or donor groups based
on type of training, type of activity engaged in, size of enterprise etc.

Coordination with the private sector can also result in some female
entrepreneurs "piggy-backing” onto training for private firm employees.

Private firms that offer training as part of their business portfolio can offer free
seminars for female SME owners. They can be encouraged to do so with
incentives.

| SSUE3: LACK OF ASUPPORTIVE INSTITUTIONAL AND LEGAL FRAMEWORK

Recommendation 1: Extend maternity leave, with benefits, to at least six
months

The current period of paid maternity leave is three months. After that period,
a female has to choose between going back to work and paying for childcare,
which can reach exuberant amounts if it is quality care, or remaining
unemployed to take care of her off-spring. This limits many females from
actively participating in the work force.

PerceivedChallenges:

Extending maternity leave may result in even more biases against women in
employment opportunities, especially in the private sector, and with male
employees.

Possiblesolutions

Offset possible negative impacts with public awareness campaigns on the
rights of women, and the burden they have to carry as primary care givers and
breadwinners. Advocate for the role of women in the economy and highlight
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positive contributions of having women rejoin the work-force after maternity
leave.

Recommendation 2: Provide subsidized, quality, day-care
It is essential that affordable quality child care be provided to help alleviate
the private/public time demand issues that many female entrepreneurs face.

Perceived Challenges:

With the general education system undergoing reforms and facing major
quality control issues, it is highly unlikely that the necessary human resources
are available for quality day-care.

Possible solutions:

Training in various child care techniques should be provided to upgrade
existing nurseries. The training and salaries of care takers should be
subsidized and should offer an incentive for them to provide quality care. The
facilities should be regularly monitored to ensure that regulations are met and
that the infrastructure is sound and safe.

The entry age of children into kindergarten can be reduced to three years, as it
is in many other transitional and developed countries. The pool of unemployed
new graduates and others can be recruited and trained to fill provide the
necessary human resources.

More effort needs to be directed to ensure that those companies obliged by law
to have on-site day care, do so.

Recommendation 3: Provide gender training, including best practices, for
employees in all institutions relevant to SME development particularly
management, with annual refresher training, to ensure that support for
female entrepreneurs is supported throughout the institutional hierarchy.
The gender biased behaviour that faces women entrepreneurs during all stages
of their business cycle, such as unfavourable recommendations from lending
institutions, higher need for collateral, harassment from community
organizations and government works, etc. is based on deeper inherent social
norms and beliefs. And while it is not possible to change attitudes of a whole
population, it is realistic to expect that women should be treated equally to
men by institutions that provide services, as stipulated by the Constitution and
various laws.

Employees in lending institutions, licensing offices, etc. should receive gender
sensitization. They should be exposed to the positive impacts of women in the
economy and should understand that in the place of business gender bias has
no place.

Perceived Challenges:

Training will not necessarily change attitudes, in fact it may increase
resentment towards women if employees have to be "stuck" in training
sessions by obligation.
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Institutions may be unwilling to bear the cost of such "unnecessary training."

Possible solutions:
Training can be phased and can occur in a relaxed environment where
hostilities are less likely to brew.

Gender training should be budgeted for as would any other activity or training
in the institutions overall annual budget.

Women should have an avenue to challenge harassment and file complaints,
like the Ombudsmen office at NCW. Penalties should be applied in cases of
gender bias. These complaints have to be taken seriously, and the penalties
need to be severe enough to act as a deterrent.

| SSUE4: ACCESS TOBUSINESSDEVELOPMENT SERVICES (BDS)

Recommendation 1: Develop a registry of BDS providers, and their
services.

Recommendation 2: Establish linkages between BDS centres and
independent experts and private sector institutions willing to provide
training or business development experiences.

BDS can be either financial or non-financial. Financial services related to
access to credit are discussed below.

Non-Financial services play a very important form of support for the
development of female—owned M/SMEs providing a range of business advice,
information and support to the sector, as well as stimulating sustainable
M/SME development by improving the general business environment.
However, women can only access these services if they are clearly listed, and
their services advertised. In addition, the services provided have to be of
relevance to female SME owners.

The main criteria for efficient non-financial services (NFS) to female-owned
M/SMEs are: (a) address specific self-employed (SE) needs; (b) focus on
high-priority issues such as improving the management capabilities of female-
owned SMEs; (c) be tailored to add high value to SEs; (d) NFS must be
sustainable.

Perceived challenges:
As with previous recommendations, the main challenges are cost and reaching
the specified target groups.

The sustainability of training programs once funding ends may also cause a
challenge.

Possdble Solutions:
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Subsidized costs of training and donor funding have a role to play in this
training, as with training mentioned above. Low costs are essential to ensure
that female entrepreneurs will take advantage of the services.

An ideal situation would be to provide this training to female entrepreneurs at
the start-up of their businesses. It would be an obligatory training requirement
and a nominal fee can be collected to help cover costs. This may exclude
other females already in business. They may be recruited into the training
during license renewing or through media awareness raising campaigns.
Training should be on an annual basis to ensure that it is continuous and up to
date. At least one or two other employees, if applicable, should also attend to
ensure that the knowledge is sustained throughout the enterprise.

The roster of independent experts should provide a way to ensure that training
IS sustainable. These experts can provide valuable training for free or for a
nominal fee in return for non-monetary incentives. Corporations should also
be encouraged, through various incentives to provide such services as part of
their corporate social responsibility. Such linkages between the private and
public sector in provision of BDS will allow for more affordable training and
more extensive geographic coverage allowing female entrepreneurs to access
information they may not otherwise be able to.

Recommendation 3: Establish a women entrepreneurs' department
within the SFD coordinating body

Services already exist within the SFD, however a department geared
specifically towards the needs of women entrepreneurs will be more prepared
to deal with the gender specific issues that arise. This includes issues of
licensing, land tenure/ownership, registration, human resource training etc.

Perceived Challenges:
Human resources may be an issue.

The institutional framework of SFD would have to be revisited, and this
requires changes and additions to operations and staff members.

Possible Solutions:

Since gender training programs are strongly recommended, sincere graduates
of those programs within SFD can staff this office. They can actively elicit
the support of professionals in the field to aid with information provision, and
support. As well, this would be a great place for student interns, or new
graduates to gain experience. These fresh faces are less likely to be ingrained
with the institutional biases that exist, and can provide innovative new ideas
for support.

| SSUES: ACCESS TOFINANCE

Recommendation 1: Re-assess credit scoring and lending schemes that
take into account the needs of female entrepreneurs.
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Recommendation 2: Establish, in partnership with investment banks and
other financial institutions, venture funds exclusively for investment in
female-operated SMEs, and a credit guarantee fund that can provide
collateral to high risk female operated business.

Recommendation 3: Develop partnerships between financial institutions,
technical service providers, and NGOs to expand women's networks,
enhance their knowledge capacity and provide training.

Research has shown that men and women borrow in different ways and for
different reasons. Credit lending schemes have to account for these
differentials in order to alleviate unnecessary red-tape, loan processing times
and excessive collateral needs. There is a need for more female targeted
practices, such as low documentation loans for small amounts, ensuring less
red-tape, a streamlined process and a quick response to the loan application.
Established support networks between banks and BDSs will provide technical
support before, during and after the loan application process, with support in
application processes, book-keeping and taxes.

Commercial banks in Egypt have created new innovative micro lending
techniques. For example NBD uses mobile banking units to deepen outreach
to small informal borrowers, while other banks use the graduations schemes
entitling borrowers who repay their loans new and larger loans. Such
innovative practices should be encouraged.

The government must provide the regulatory and financial environment that
allows commercial banks to form the different microstructures (for example
allowing partnerships with microfinance- NGOs and service companies). The
exemption of microfinance banks from stamp duties (which is viewed as one
the main obstacles in Egypt) is another way to promote the engagement of
commercial banks in microfinance.

Perceived Challenges
These activities require a significant amount of re-structuring of financial
institutions.

Financial institutions may view the amounts borrowed by female
entrepreneurs as insignificant, and high risk, and therefore not worth the effort.

Possible Solutions

The government must provide the regulatory and financial environment that
allows commercial banks to form different microstructures (for example
allowing partnerships with microfinance- NGOs and service companies). The
exemption of microfinance banks from stamp duties (which is viewed as one
the main obstacles in Egypt) is another way to promote the engagement of
commercial banks in microfinance.

Banks should be made to understand that they are creating a new clientele, for
the long term, and that as businesses grow, they will benefit firm this new
client base.
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| SSLE 6: ACCESS TONETWORKS

Recommendation 1: Promote linkages between national SMEs, listing
types of firms that would benefit from specific clusters.

Recommendation 2: Subsidize the cost for female SME owners to
participate in international exhibitions

Recommendation 3: Promote linkages between Egyptian female SME
owners and international networks of entrepreneurs

Perceived Challenges:
Again issues of cost are of primary concern.

PossibleSolutions:

At a local level, a fund can be established to bear such costs (at SFD
coordinating body), there can be memberships for a low fee paid by female
entrepreneurs (based on their business size, ability to pay etc), which can be
used towards such conferences. Funds can be budged for in all project
budgets as part of the training costs.

In many instances international organizations and conferences can provide
lower costs for participants. SFD or other local bodies can coordinate with
these organizations to get more affordable prices. Ideally, it would be best if
only one coordinating body contact these organizations.

| SSUE7: ACCESS TOMARKETS

Recommendation 1: Enhance the regulatory enabling environment

Recommendation 2: Improve infrastructure, including access to
transportation and basic services

Stability of macroeconomic environment, such as prudent fiscal management
and low inflation, tax and financial sector reform, exchange rates that reflect
the strength of the economy and the privatization of state enterprises, is very
important to the development of female—owned M/SMEs.

Moreover, microeconomic conditions, such as free prices and markets provide
clear signals to producers and consumers, a regulatory framework that favours
competition and eliminates unnecessary barriers to market entry, legal and
property rights that facilitate the enforcement of contracts, and information
and physical infrastructure (such as transport) that minimizes transaction costs,
also essential to female—owned M/SMEs success.

Perceived Challenges:
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Clearly it is not possible to overly control the market in favour of SMEs.

Possible Solutions:

Structural reforms are applied to support SMEs, and while they cannot
promote SMEs to the detriment for other sectors, it is possible to place some
provisions to aid SME development and competition. The more precise the
provisions, with regards to activity, size, and sector, the morel likely they will
achieve the expected targets.

Table 4: Summary of Recommendations

# Recommendation
1 Develop a sex —disaggregated data base on SMEs in Egypt
5 Conduct research on the impact of Egyptian trade agreements on males and
females
3 Encourage female students to participate in areas of study such as science
and technology
Form linkages and partnerships between secondary schools and universities,
and private sector to provide students with hands on internship experiences
4 . . . i .
in the field during their education.
5 Disseminate data and research on SMEs in Egypt
6 Enhance women's education and training possibilities, especially in the
trade and services sectors
7 Extend maternity leave, with benefits, to at least six months
8 Provide subsidized, quality, day care
Provide gender training, including best practices, for employees in all
institutions relevant to SME development particularly management, with
9 annual refresher training, to ensure that support for female entrepreneurs is
supported throughout the institutional hierarchy.
10 Develop a registry of BDS providers, and their services
Establish linkages between BDS centres and independent experts and
11 private sector institutions willing to provide training or business
development experiences.
Establish a women entrepreneurs' department within the SFD coordinating
12 body
13 Re-assess credit scoring and lending schemes that take into account the
needs of female entrepreneurs.
Establish, in partnership with investment banks and other financial
14 institutions, venture funds exclusively for investment in female-operated

SMEs, and a credit guarantee fund that can provide collateral to high risk
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female operated business.

Develop partnerships between financial institutions, technical service
15 providers, and NGOs to expand women's networks, enhance their
knowledge capacity and provide training.

# Recommendation

16 Subsidize the cost for female SME owners to participate in international
exhibitions

17 Promote linkages between national SMEs, listing types of firms that would
benefit from specific clusters.

18 Promote linkages between Egyptian female SME owners and international
networks of entrepreneurs

19 Enhance the regulatory enabling environment

20 Improve infrastructure, including access to transportation and basic services

3. PoLicY RECOMMENDATIONS

The above recommendations provide a number of alternatives, all of which can be
implemented. Box 2 classifies these recommendations as they fit into each stage of
the policy cycle approach. Some of these recommendations require more time and
resources than others. Short term recommendations can be achieved given that the
governmental and institutional commitment exists, long tem recommendations take
into account that efforts have to be made to change societal gender biases and gender
perceptions, and various cultures of trust and networking have to be established first,
as well as provision of training before the actions are completed. Listed below are all
the recommendations, prioritized as short term or long term. Recommendations are
listed in the order in which each action should be taken before others can be
completed, so that the maximum support system for SMEs is in place.

Short Term Recommendations
1. Develop a sex —disaggregated data base on SMEs in Egypt
2. Conduct research on the impact of Egyptian trade agreements on males and

females

3. Disseminate data and research on SMEs in Egypt
4. Establish a Women Entrepreneurs’ department within the proposed

coordinating body for BDS

Develop a registry of BDS providers, and their services

Enhance the regulatory enabling environment

7. Provide gender training, including best practices, for employees in all
institutions relevant to SME development particularly management, with
annual refresher training, to ensure that support for female entrepreneurs is
supported throughout the institutional hierarchy

8. Develop partnerships between financial institutions, technical service
providers, and NGOs to expand women's networks, enhance their knowledge
capacity and provide training

9. Subsidize the cost for female SME owners to participate in international
exhibitions

10. Re-assess credit scoring and lending schemes that take into account the needs
of female entrepreneurs

oo
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11. Enhance women's education and training possibilities, especially in the trade
and services sectors

12. Form linkages and partnerships between secondary schools and universities,
and private sector to provide students with hands on internship experiences in
the field during their education

Information on SME's and gender differentials needs to be available so that all the
activities that are designed can meet the needs of entrepreneurs, and narrow the
gap of available resources for men and women. During this time the establishment
of the women's unit at the SFD can be initiated and staffed. The unit can then
begin its coordinating and aiding activities. Advocacy for a better regulatory
environment, and gender training and the proposed linkages and support activities
can all be coordinated through this body. While the main focus of the unit will be
support for existing and upcoming female entrepreneurs, it can also play a role in
better preparing students for entrepreneurship activities, in order to ensure a
successful and sustainable future.

Long Term Recommendations

1. Establish, in partnership with investment banks and other financial

institutions, venture funds exclusively for investment in female-operated

SMEs, and a credit guarantee fund that can provide collateral to high risk

female operated business

Improve infrastructure, including access to transportation and basic services

3. Establish linkages between BDS centres and independent experts and private
sector institutions willing to provide internship or business development
experience

4. Promote linkages between national SMEs, listing types of firms that would

benefit from specific clusters

Provide subsidized, quality, day care

Extend maternity leave with benefits to at least six months

7. Encourage female students to participate in areas of study such as science and
technology

N

oo

One of the major obstacles facing female SME owners is access to finance for start-up
and growth opportunities. Women are usually regarded as high risk, and investors
tend to favour male entrepreneurs who are perceived as more stable, more able to
generate income and invest the required time towards their business growth. Venture
funds that are established for specific investment in female operated businesses would
narrow this gender gap, and provide investors with opportunities to invest in
innovative female owned businesses that may be otherwise lost due to red-tape or
institutional biases. A guarantee fund would further enable female entrepreneurs to
access loans or leases. Improving the infrastructure currently available would open up
more opportunities for females to access markets, and linkages between BDS centres
and independent experts would provide the necessary know-how and techniques for
business growth, that would then be required for development opportunities. This
would be enhanced by cluster groupings. Day care, extension of maternity leave and
the encouragement of female students to study science and technology are measures
that provide further support necessary to sustain the momentum of female
entrepreneurs. All of these recommendations require considerable effort in promoting
the benefits of female participation in the economy and in building trust and reliance

89



that female operated businesses are just as profitable, successful and motivated as
male operated ones, given the right support and opportunities.
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Box 2: POLICY RECOMMENDATIONS CLASSIFIED INTO EACH STAGE OF THE POLICY CYCLE
APPROACH

Policy Initiation
1 A recognition that female M/SME owners are at a disadvantage and that their concerns need to be
mainstreamed into SME policy.
9 Main champion of the issue, SMEPol/MOF

Agenda Setting
9 Develop a sex —disaggregated data base on SMEs in Egypt
9 Conduct research on the impact of Egyptian trade agreements on males and females

Policy Formulation

1 Re-assess credit scoring and lending schemes that take into account the needs of female
entrepreneurs

9 Establish, in partnership with investment banks and other financial institutions, venture funds
exclusively for investment in female-operated SMEs, and a credit guarantee fund that can provide
collateral to high risk female operated business

1 Establish a Women Entrepreneurs' department within the proposed coordinating body for BDS

1 Extend maternity leave with benefits to at least six months

1 Enhance the regulatory enabling environment

Policy Implementation
Disseminate data and research on SMEs in Egypt
Encourage female students to participate in areas of study such as science and technology
Form linkages and partnerships between secondary schools and universities, and private sector to
provide students with hands on internship experiences in the field during their education
Enhance women's education and training possibilities, especially in the trade and services sectors
Provide subsidized, quality, day care
Develop a registry of BDS providers, and their services
Provide gender training, including best practices, for employees in all institutions relevant to SME
development particularly management, with annual refresher training, to ensure that support for
female entrepreneurs is supported throughout the institutional hierarchy
9 Promote linkages between national SMEs, listing types of firms that would benefit from specific
clusters
Subsidize the cost for female SME owners to participate in international exhibitions
Promote linkages between Egyptian female SME owners and international networks of
entrepreneurs
9 Establish linkages between BDS centres and independent experts and private sector institutions
willing to provide internship or business development experience
9 Develop partnerships between financial institutions, technical service providers, and NGOs to
expand women's networks, enhance their knowledge capacity and provide training
1 Improve infrastructure, including access to transportation and basic
services

=A =4 =4 =9 = =4 =9

=a =

Evaluation

1 Monitoring and evaluation of all training programs

1 Monitoring and evaluation of services provided to SME

9 Monitoring and evaluation of SME policies on a periodic basis
These are ongoing activities.
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CONCLUSION

Despite the strong government commitment, and local and international efforts to help
M/SMEs, many studies and surveys, conducted by Egyptian and foreign experts, refer
to the performance of the M/SMEs sector in general as being weak due to a large
number of constraints, which negatively affect its competitiveness. Women, in
particular as owners of M/SMEs often suffer from inhibiting social norms, legal
constraints, marketing obstacles and financial problems. These limitations severely
hamper the ability and potential of female entrepreneurs in the market.

In order to alleviate some of these constraints, gender has to be mainstreamed in each
stage of M/SME policy development. It is important to consider the differences in
ownership patterns, finances and competitiveness of male versus female owned SMEs.
In order for an SME strategy to be comprehensive it has to address the different issues
faced by both male and female entrepreneurs, and ensure that they both have equal
access to resources available, taking into account the differences in social, cultural and
economic constraints faced by them.

The various policy alternatives provided in this study, reflect ways to address these
gender differentials and alleviate some of the inequity that women face as entrepreneurs
in the M/SME sector. Some of the alternatives provided are short term and can easily
be integrated within the current system, others require more long term restructuring
efforts. Undoubtedly however, these policy alternatives form a supportive enabling
environment that will help female-owned SMEs become more competitive and to
contribute to the overall national economic development strategy.
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CHAPTER FOUR: ACTION PLAN
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ISSUE RECOMMENDATION ACTORS TIME FRAME
Lack of Sex-Disaggregated Data | Develop a sex —disaggregated data base on SMEs in Egypt | CAPMAS, IDSC 12 months
Conduct research on the impact of Egyptian trade CAPMAS, IDS.C’ 6 months
MOT]I, academic
agreements on males and females S
insituions
Lack of Experience Encourage female students to participate in areas of study | MOE 2 years +
such as science and technology
Form linkages and partnerships between secondary schools | MOE, institutions | 18 months
and universities, and private sector to provide students of higher learning,
with hands on internship experiences in the field during SFD, private sector
their education. firms
CAPMAS, IDSC, 6 months
Disseminate data and research on SMEs in Egypt MOTI, MOF,
NGOs
Enhance women's education and training possibilities, MOTI, NCW, 18 months
especially in the trade and services sectors NGOs
Lack of Supportive Institutional | Extend maternity leave, with benefits, to at least six Parliament 5 years
and Legal Framework months
. - . Parliament, private | 4 years
Provide subsidized, quality, day care firms, NGOSs
Provide gender training, including best practices, for NCW, NGOs, 18 months
employees in all institutions relevant to SME development | donors

particularly management, with annual refresher training, to
ensure that support for female entrepreneurs is supported
throughout the institutional hierarchy.
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ISSUE RECOMMENDATION ACTORS TIME FRAME
Access to Business Development | Develop a registry of BDS providers, and their services MOTI, CAPMAS, | 6 months
Services IDSC, SFD,
NGOS,
Establish linkages between BDS centres and independent | MOTI, SFD, BDS | 2 years
experts and private sector institutions willing to provide providers, NGOs,
training or business development experiences. Chambers of
Commerce, private
institutions
Establish a women entrepreneurs department within the Government, SFD | 18 months
SFD coordinating body
Access to Finance Re-assess credit scoring and lending schemes that take into | Financial 2 years
account the needs of female entrepreneurs. institutions, MOTI,
MOF
Establish, in partnership with investment banks and other | Financial 3 years
financial institutions, venture funds exclusively for institutions, MOTI,
investment in female-operated SMEs, and a credit MOF, donors,
guarantee fund that can provide collateral to high risk Chambers of
female operated business. Commerce
Develop partnerships between financial institutions, MOTI, MOF, SFD, | 2 years

technical service providers, and NGOs to expand women's
networks, enhance their knowledge capacity and provide
training.

BDS providers,
Chambers of
Commerce, private
institutions

95




ISSUE RECOMMENDATION ACTORS TIME FRAME
Access to Networks Promote linkages between national SMEs, listing types of | SFD, MOTI, 3 years
firms that would benefit from specific clusters NGOs,
BDS providers
Subsidize the cost for female SME owners to participate in | SFD, MOTI, 18 months
international exhibitions donors,
Promote linkages between Egyptian female SME owners Chambers of 3 years
and international networks of entrepreneurs Commerce, MOTI
Access to Markets Enhance the regulatory enabling environment Parliament, MOF, | 5 years
MOTI
Improve infrastructure, including access to transportation | Government 5 years+

and basic services
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ANNEX 1: SELECTED CASES OF BEST PRACTICES FROM LITERATURE
REVIEW

Each of the below mentioned examples addresses one or more aspects of gender specific
barriers, illustrating how women could improve their access to finance, to information
and networks, to markets, and to training, as well as overcome the traditional social and
cultural norms. These examples also show the roles of different actors as well as the
possibilities for collaboration across the public, private, and non profit sectors towards
supporting and promoting self-employed women. The list of good practices includes,
among others:

A

A

The NUTEK (Swedish business development agency) with the accent on the
women’s access to information about self-employment;

Programme of women professional promotion (Slovenia) concentrated on the
access of women to information;

“Parita, Occupazione, Econolia” (Italian initiative funded by NOW) linked to the
women’s educational background and gender segregation of the education
system;

“Home work for women” and related local government programmes in St.
Petersburg (Russian Federation) with support of home workers;

The Institute for Social and Economic Development ISED (United States),
focused on the women’s access to finance: the development of partnerships with
commercial lending institutions;

Women Entrepreneurs Support Association (WESA) (Kyrgyzstan) addressed to the
inequalities that contribute to women’s difficulties in accessing finance;

Bosnian Women’s Economic Network (BNEW) improving self-employed
women’s ability to network and to access information in a post-conflict setting;
Central Asian Crafts Support Association (CACSA) facilitates women’s access to
markets by creating forward and backward linkages among businesses etc.™*’

17 Women’s Self-employment and Entrepreneurship in the UNECE Region.
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ANNEX 2: FOCUS GROUP STUDY AND SURVEY

Main Findings of the Labor Market Survey and Focus Groups Discussions
Introduction

MSMEs play a vital role in Egyptian economy especially in creating employment and
generating value added. Therefore, the Egyptian Government has taken several
significant legal and institutional steps to improve the business environment for MSMEs
in recent years. It also declared its commitment to empower women economically
through better access to markets, labor market, economic resources, productive assets,
and credit in order to combat the adverse of economic reforms.

In addition, the Government is keen on ensuring that there is equity in terms of public
expenditure, through gender mainstreaming of public resources, in other words gender
based budgeting. In the context of women’s economic empowerment, the Government is
committed to eradicating poverty, among women, especially in female-headed
households. It is exerting tremendous efforts to reduce poverty through various programs
and projects, including financing MSMEs, and various social safety nets. Moreover,
Egypt has many international organization such as UNDP, WB, USAID, GTZ, CIDA
....etc that have specific polices and programs to help MSMEs especially female-owned
enterprises.

Despite the local and international efforts to help MSMEs, many studies and surveys,
conducted by Egyptian and foreign experts, refer to the performance of the MSMEs
sector — in general- as being weak due to a large number of constraints which affect
negatively its competitiveness. Women as an owners of MSMEs suffer sometimes from
inhibiting social norms, legal constraints, marketing obstacles and financial problems.

Although, the Egyptian constitution and related laws have no discrimination between
males and females, for example the Egyptian labour law stipulates that women’s access
to employment opportunities should be equal to men’s, and it provides better protection
than is available in many developed countries' labour laws. However, laws alone do not
guarantee equal access and opportunities in the real world. The statistics prove that the
female's participation rate in MSMES sector in Egypt is around 18% of the total number
of MSMEs owners, whether operating within establishments or outside them.

However, if we limit the micro and small enterprises to those operating within
establishments, then the female's share drops to be no more than 6-7% of the total
community of small entrepreneurs. Women-owned and operated businesses are still
overwhelmingly in the micro enterprise sector and in trade activities.

In order to assess the role and participation of female entrepreneurs several tools might be
used to shed light on this issue. In the following part, we will try to look into the situation
of female entrepreneurs using two approaches: the latest results of the Egyptian Labor
Market and Population Survey 2006 and focus groups discussions that were undertaken
for the purpose of this report.
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Firstly, some preliminary results of ELMPS2006

Conducting special rounds of the labour market sample surveys is considered of vital
importance since it helps in tracking the changes that occur in all relevant perspectives
and variables that describe the labour market dynamics and its responses to the changing
economic policies.

The developments that happen in the MSEs sector show the reaction of the micro and
small entrepreneurs to the economic restructuring process, which emphasizes the growing
reliance on the private sector and the shrinking role of the government as producer and
employer. They also reveal to what extent the new policies help in achieving the MDGs
by allowing for more equal opportunities to female entrepreneurs through reducing the
gender gap.

Eight years ago a comprehensive labor force sample survey was conducted in Egypt
(ELMS '98). The main objective of the labor market survey was to understand the
dynamics and forces that affected the supply and demand of labor, the wage levels,
productivity, migration, formation of small enterprises, child labor, etc. In 2006, another
nationally representative survey was conducted in the Egyptian labor market making it
possible to compare with previous labor force sample surveys in 1988 and especially
1998.

One of the main objectives of the new survey was to carry out gender comparisons all
through the analysis to understand the extent to which a gender gap exists, the areas
where the GG is more prevalent, and analyze whether the gap is diminishing over time or
not.

The sample size of ELMS '98 was around 5,000 households, out of which 1,495 small
enterprises were detected. Therefore, 30% of the households owned and operated MSESs
in 1998.

The sample size of ELMSP 2006 was around 8,349 households out of which 3,684 were
households that existed in the ELMS 98. Another 2,498 were new households that were
branched out of the old households, as the younger generation had moved out and started
their own families. The remaining 2,167 households were new ones added to the sample.
Out of this sample 2142 MSEs were detected. Around 25% of the households owned and
operated MSEs in 2006.

What were the main outcomes, especially where the gender differentials are
concerned?

3- Despite the apparent increase in female-owned enterprises, their share in
ownership of MSEs has dropped from 19.1% in 1998, to 17.9% in 2006. The
slight decrease in role of female entrepreneurs could be explained by their relative
inexperience, shortage in finance, and their subjection to market and community
constraints, which hinder their smooth entry and survival possibilities.

106



Table 1 The Number of non-agricultural SE/E in 1998 and 2006 distributed according to
Location and Gender (in thousands)

Urban Rural All Egypt
%A %A %AV
\Y} \Y} '
Gender Ann Ann gr:fn

1998 2006 Gir. 1998 2006 Gir. 1998 2006
Males 1188 1579 3.8 812 1309 6.4 2000 2888 4.9
Female
S 165 259 6.0 307 370 25 472 629 3.8
Both 1353 1838 4.1 1119 1678 5.4 2472 3517 4.7

Source: Assaad, R. , ELMPS06 and ELMS98 data files.

4- QOver and above, the recessionary market conditions were not encouraging either
for male or female entrepreneurs. Females, being the weaker partner in the
development process, chose to leave the labor force and withdraw from the
market, especially as entrepreneurs. In fact looking at the recent data indicates
that both within the active unemployed and the discouraged unemployed the
females represented a growing majority, despite their relative minority standing
within the total employment.

Table 2 The change in the Female's Position in and out of the Labor Market

% of M/F to Total Gender 1998 2006
Total Employment M 0.814 0.768
Total Employment F 0.186 0.232
Active Unemployed M 0.464 0.416
Active Unemployed F 0.536 0.583
Disc. Unemployed M 0.49 0.297
Disc. Unemployed F 0.51 0.703

Source: Calculated by the author, from ELMPS2006.

3- With regards age of the entrepreneurs, it was noticed that in 2006 the highest
frequency of entrepreneurs, males and females, is concentrated in the age bracket 30-39
years. There are no visible differences between the ages of the owners of formal or
informal enterprises. This result comes in contrast to the situation in 1998, where the
highest concentration of formal enterprise owners was in the age range 40-49 years, and
in the age bracket 30-39 years for the informal enterprises owners. The decline in the
average age of the entrepreneurs could be due to the market conditions, where the
opportunities to work as wage workers whether in the government or the private sector
were limited as mentioned before. The only refuge was to become either a self-employed
or an employer, if experience and finance permitted at an earlier age. Female
entrepreneurs start to work independently at an earlier age.

4- From the legal perspective, the majority of the MSEs are primarily sole-

proprietorships, owned and run by one person, the self-employed. However, a few of the
MSEs are partnerships, or EU owned by a number of individuals.
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Formal EUs include a relatively higher percentage of partnerships due to their larger size.
Female-owned enterprises tend almost all (98% of formal enterprises and 93% of the
informal enterprises to be sole proprietorships, compared to 80% and 91.7% respectively
for the male-owned enterprises).

5- Female-owned enterprises are highly concentrated in two or three activities (trade
50%, manufacturing 22%, and education and health 20%), whereas male-owned
enterprises are more evenly distributed along the different economic activities.

This concentration reveals the limited need for prior training experience, especially
where the trade activities are concerned. It reflects the lack of skills of the female new
entrants to the labor market, which drives them to start enterprises that do not need
minimum skill levels.

6- When the entrepreneurs were asked whether they borrowed during the last 12 months,
41% of the formal EU owners/managers and 19.5% of the informal ones confirmed that
they did. No visible differences seem to exist according to gender accessibility to loans.
However, around one fifth of the informal borrowers got their loans from informal
sources such as suppliers and local money lenders as can be seen the next table.

Table 3 The Sources of Borrowing to MSEs in 2006

Loans Formal Informal

mal | femal | Tota | mal | femal | Tota
from-1st lender e e I e e |
Nasser social bank 21 36 57 | 20 18 38
other public sector bank 56 58 114 | 53 44 97
private sector bank 20 38 58 1 18 19
an NGO 7 31 38 | 30 28 58
social fund for development 5 33 38 1 1
suppliers 32 7 39
local money lenders 5 14 19
Total Borrowing MSEs 109 | 196 | 305 | 141 | 130 | 271

139

Total Sample of MSEs 408 | 342 | 750 | 709 | 683 2
% of Borrowing MSEs to Total Sample of
MSEs 26.7 | 57.3 | 41% | 199 | 19.0 | 195

Source: Calculated by the author from the ELMPS 2006

7- The female's share among the self-employed and employers community in Egypt
dropped by 1.2 percentage points during the period in question from 19.1% in 1998 to
17.9% in 2006. This result concurs with other studies, which indicate a slow decline in
the percentage of female-owned enterprises in Egypt, however, it contradicts the second
assumption. Several reasons were raised as explanatory factors; however, the most
accepted factor mentioned even by the female entrepreneurs themselves was the fierce
competition in the market, which required experience, finance, market connections,
market wisdom and awareness with its changing needs... Unfortunately, the majority of
female entrepreneurs lack these fundamental qualities.

Secondly, the Focus Groups Discussions
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Given the limitations imposed on female entrepreneurs whether by the society, the severe
social conditions or difficult market access requirements, it was decided that we conduct
a number of focus groups with female and male micro and small entrepreneurs to help us
identify the conditions in which they operate and the problems that encounter female
entrepreneurs as opposed to male entrepreneurs in the starting or operation phases of
running an enterprise.

The focus groups have been conducted at the Faculty of Economics and Political Science,
Cairo University on 3™ and 11" of February 2007. Four focus groups were conducted,
two for female entrepreneurs and two for male entrepreneurs. The selected interviewed
MSMEs entrepreneurs (males & females) were located in Manshiet Nasser (urban area)
and Oseim (rural area). Female focus groups had 16 women (8 from Manshiet Nasser, 8
from Oseim). Male focus groups had also 16 men (8 from Manshiet Nasser, 8 from
Oseim).

Table 1 Distribution of the interviewed entrepreneurs according to location and economic
activities

A-Female-owned enterprises

Manshiet Nasser Oseim
Type of work female female
Frequencies Frequencies
Food 1 2
Sale of Ready made cloths 1
Super market 1 -
Handicrafts(embroidery) 1 1
Super market 1 2
Bed covers 1
Nursery 1 1
RMC 1 1
Detergents - 1
B-Male-owned enterprises
Manshiet Nasser Oseim
Type of work
Frequencies Frequencies
Shoes manufacturing 1 1
Sale of Ready made cloths 1 -
Ready made clothes 1 -
Super market 1 -
Electricity - 1
cyber cafe -
garment 1
Computer services (typing etc) 1 1
Library 1
Contractor 1 1
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Detergents - 1

Fruits MFG - 1

Cattle Breeding -

1-Size of enterprises

At the beginning of our preparation we tried to locate entrepreneurs that operated
enterprises that employed from 1-100 workers. It proved to be difficult to find
entrepreneurs who owned medium sized enterprises, who were willing to participate in
focus groups discussions., Accordingly, we had to meet with entrepreneurs who owned
smaller sized enterprises.

Therefore , in terms of number of workers, all interviewed entrepreneurs own micro
and small size enterprises:

- Female-owned enterprises in Manshiet Nasser and Osiem comprise less than five
workers;

- Three male-owned enterprises in Manshiet Nasser employ less than 10 workers while
the rest employed less than 5 workers.

- One male-owned enterprise in Osiem was employing less than 10 workers and the
rest had less than 5

workers. Definition of Small Micro enterprises according to Egyptian
L SMEs law (Law no 741/2004)
- For the majority of A A Small enterprise is defined as “every company or sole

enterprises, the number proprietorship practicing an economic activity, whether
of workers has remained productive, service-rendering or commercial in which the
unchanged compared to paid-up capital shall not be less than fifty thousand pounds

and shall not exceed one million pounds and in which the
number of employees shall not be more than fifty
employees” (article 1).

A Micro enterprise is “every company or sole partnership
practicing an economic activity, whether productive,
service-rendering or commercial whose paid-up capital
shall be less than fifty thousand pounds” (article 2).

the previous year.

2-Reasons for becoming entrepreneurs

The discussion with female entrepreneurs from urban and rural areas reveals that there
is no significant differences between them, where the reasons for their decisions to join
the private sector are concerned. All interviewed women assured that joining the private
sector was not a personal initiative, but there are many reasons behind their decision to
be entrepreneurs. We can summarize these reasons as follows:

- They needed to increase their income because they were either widows,
divorced, young graduates with no jobs or they husbands earned a low-incomes.

- Job opportunities in the government; especially for poor people were becoming
quite scarce in the last twenty years. Previous research confirms the notion that
a significant percentage of female entrepreneurs (26%) are either widows or
divorced. The severe social conditions drive females to seek work without
having previous experience.

- There are no decent jobs in the private sector, because working there has many
risks and side effects, for instance: no work stability, no social and health
insurance, the employers do not comply with the labor law regulations
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regarding workers' rights, moreover, the salaries in the private sector were very
low.

The GEM report (2002) defined two types of entrepreneurs: a) opportunity entrepreneurs
who choose to start a business as one of several career alternatives and b) necessity
entrepreneurs who are forced into entrepreneurship because they feel that there are no
other job opportunities or none that are satisfactory. It seems that most of the female
entrepreneurs in the two focus groups fall under the second category of "necessity
entrepreneurs™8,

Meanwhile, the rural women had some additional reasons to decide to become
entrepreneurs; namely that some NGOs were encouraging them to work independently
through training and providing finance (around LE 300).

As to male entrepreneurs, they agreed with females about the reasons behind their joining
private sector, especially, that jobs in the government were not accessible and the
conditions of work as paid workers in the private sector were unacceptable.

Case study 1:
Mrs Arzak, 45 years old, she is from Oseem, she was married and had three children and

she was very happy in her social life. Her husband's income was enough for her family.
Suddenly, her husband died and she found herself alone and did not know what she can
do to cover her children's needs; especially her society culture was against the women's
work outside her house. Some people advised her to go to "Rural Women Path
Association™, which is a non-profitable organization and aims to help the urban women,
and is located in neighborhood. The association indeed supported her and encouraged
her to face the community that acts against work of women. This association taught her
how to make pickles and desserts.

After that it granted her LE 300 to start her work, as she also obtained LE 120 as a per
diem to attend training courses. In the beginning, she was purchasing the goods from the
wholesalers, then she began to make them by herself. Now she can cover her expenses
and her children needs.

Case study 2:
Mrs Magda, 45 years old, she is from Oseem, Giza, and she runs a supermarket, she had

been divorced from her husband, but her father supported her needs and living expenses.
She thought that she is dependent on her parents; she tried to prove herself through the
societal work, until she became a rural social helper. Then she thought of setting up a
private project. She opened a supermarket with the partnership of her brother, she
participated in the capital of the enterprise through work and effort and her brother with
his finance.

3-Previous training experience

The relationship between getting training or acquiring experience on one hand, and the
pursued activity on the other hand, has proven to be relevant during the discussions:

18 E| Mahdi, A. etal, (2006), The role of Women in Economic Life: Research on Situation Analysis of
Women in Egypt, British Council, Cairo,p.32.
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Female entrepreneurs who are operating handicraft activities such as sewing , ready
made garments, and embroidery got specialized training through NGOs that are located
in their neighbourhood. These courses enabled them to gain experience in their work;
many of them also gained their experience through work with their husbands or in their
family business.

Male entrepreneurs, on the other hand did not get any training courses, but they gained
experience through working with their father, brothers or masters in their workshops
starting at very young age, and some of them gained experiences through working in
factories.

Male and female entrepreneurs who worked in service and trade activities did not have
any general or specialized training. Both of them are at a huge disadvantage when it
comes to training.

4-Difficulties confronting female entrepreneurs

A number of the urban female entrepreneurs faced strong resistance from their families,
because they considered women's work was a shameful thing despite the low incomes of
the father, brothers or husband.

In the other cases, the problem was in the community's disapproval, since the working
women were subject to criticism because in the society's point of view, they were not
doing a decent kind of work acting as middle women (dallalat) or small entrepreneurs and
as they had no money to cover their needs.

As to rural women entrepreneurs, their position was more complicated, because rural
culture is considered more conservative than the urban one. People in the rural areas
viewed women, that worked independently in the private sector as acting against the
community's traditions, and they doubted their manners and morals , and other people
envied women because of the success in their work, which let some of the men feel
more like a failure.

Case study 3:

Mrs. "Nehmedo", 40 years old, is a woman from Manshiet Naser, Cairo ,Egypt, she has
intermediate education, she has a workshop for hand made bed covers , she was very poor
and not married. Her father's and brother's incomes were very modest. She had no means to
find job in the government, nor money, because she did not have a good relation with people
who have the power in the society.

She thought in a way to help herself to cover her needs and help her poor family. Then, she
decided to open a small workshop to produce hand made bed covers. But her family strongly
opposed her idea, specially her older brother, he saw that she was a female and it was a
shameful to work in the private sector or as an entrepreneur. Meanwhile, he did not see any
wrong if Nehmedo worked in the government or in the State Owned Enterprises. Her brother
began to push Nehmedo to go out looking for work to finance her project as he refused to
lend her money for her project.

She began to think that she should find a source of money for her project, as she also began
to think to enroll into training courses in the hand made furnishings field. Then she actually
started to attend courses in the NGOs in order to obtain skills in her field with a very
cheap price. She borrowed LE 600 from her uncle to buy raw materials and some simple tools
to start the work. She succeeded in managing her small enterprise, this made her older
brother convinced to work with her.
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5-Current social and institutional environment

Current social problems

Most of interviewed female entrepreneurs have no social problems now, because the
family and the society began to accept their new status. Though at the beginning the
resistance from all surrounding them was strong. Success in their ventures, their
ability to support their households, and generate enough income changed their
family's and community's perceptions and reduced gradually their refusal.

The Institutional and Legal environment

Most of them are complaining from the high financial commitments that face their
enterprises - such as the high cost of water and electricity bills - compared to the
very low return they gained from their enterprises.

All interviewed entrepreneurs males or females are working informally; no license,
no commercial registration, no tax card and no bookkeeping. Entrepreneurs make
formalization decisions based on cost/benefit analysis, and that they will operate
informally up to the point, where the marginal costs are less than the benefits of
formality. From entrepreneurs' perspective, it is safe to assume that the decision to
operate informally is rational. They decide to stay informal because the total costs of
entry, operation, and exit associated with joining the formal sector are greater than the
potential benefits from being formal. It is obvious that the administrative and
regulatory constraints, in addition to the macro-economic and business environment,
are perceived as being somewhat equally severe by both genders.

All of interviewed entrepreneurs have agreed that the legal and regulatory systems in
Egypt are very complicated. In order to operate formally, entrepreneurs have to deal

with many governmental authorities, starting from obtaining the various licenses and
approvals required for establishing the enterprise from the various ministries
according to the type of activity; obtaining the required capital; and then obtaining the
operation permission from the local administrative units, and securing funding.
Moreover, the licensing procedures are too complicated, and usually associated with
paying bribes.

All of them are complained of the widespread corruption among official authorities
employees.

The social insurance installments that are being paid by employers and employees are
considered excessive. Therefore, no interviewed entrepreneur registered his/her
employees in the social security system.

Most of interviewed entrepreneurs complained from the importers, the wholesalers
and suppliers, due to the price discrimination between them and the owners of the
large businesses. Importers, wholesalers and suppliers usually offered substantial
discounts for the owner of the large business, because large owners are purchasing
large amount on cash basis, meanwhile they cannot afford to do so.
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Case Study 4:

Mr. Hazem, 34 years old, graduated from the faculty of commerce. He looked for a
connection to find a governmental job, and then he found a job in the Ministry of
Education. After that, he felt that his income is very law to cover his daily expenses
and cannot get married with his salary. He thought about getting a non-paid vacation.
After he got it, he set up a computer office, beside Cairo University, as a private
project, for writing scientific researches, translating, photocopying. Hazem was
subjected to many troubles, one of them happened, when the police of intellectual
property rights made a sudden campaign on his office to verify whether he used
licensed computer software form the original producers or not. The police came to the
office suddenly, and took Hazim to the police station and had to close down his office
until he obtained a license.

Hazem tried to get license but the municipal authorities do not issue it to him, without
any comments from the authorities. Again he opened the office without license, and
again the police came to close the office...Such stories are repeated maybe on a
weekly or monthly basis.

Hazem said that he could buy the software programs legally but he only needed to
get a license. In addition, the repeated opening and closing of the office made hiring
workers unstable, thus he could not provide social insurance for his workers he
whether males or females. Now Hazem is working informally, without license,
commercial registration, tax card, or bookkeeping. Nobody can blame him for that?.

All interviewed entrepreneurs did not hear about the services that are being provided
by the Social Development Fund (SFD). Especially its legal services to MSEs, where
the registration, licenses, the tax card are concerned. According to the MSEs
Development Law, the Social Fund for Development creates Special Units to serve
small and micro enterprises and carry out, upon their demand, all registration
procedures including the issuing of licenses, approvals and cards.

According to The Egyptian Labor Market Survey (ELMS) 2006: the distinction
between the formal and informal enterprises depended on the degree of compliance of
the enterprise by certain rules that imply formality, namely: (1) the availability of a
license; (2) the commercial or industrial register (in case they are required); and (3)
Keeping regular accounts. Therefore, if these conditions were all satisfied the
enterprise would be of formal nature, while the partial compliance or the disregard
for these conditions would indicate a state of informality. The percentage of EUs that
does not comply by any legal procedures increased were 35% of the total number of
EU in 2006. The semi-formal EU, which comply by one or two procedures were 47%

of all EUs in 2006. The percentage of EUs that comply by all procedures was (18%).

6-Taxes and tax law

Most of interviewed entrepreneurs did not hear of the amendments adopted in the
new Tax Law such as: the entrepreneur is entitled to prepare and present his financial
statement by himself, and it will be accepted without doubt as long as the bills are
correct. All of them also agreed that the tax authority is still working as it used to
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operate in the past and believed that the tax is estimated arbitrarily, thus all people
are not ready to deal with tax authority due to these bad and stable impressions.

- Most of the interviewed entrepreneurs are satisfied with idea of estimating the taxes
based on the shop's space and its location.

According to the SMEs Law, the SFD creates special units to serve SMEs and carry out,
upon their demand, all registration procedures including the issuing of licenses,
approvals and cards. Procedures shall be completed within 30 working days from the
date of submission of demand to Competent Authorities. The SDF Unit issues a
provisional license to commence operation, upon receipt of the form prepared for such
reason enclosed with the documents required. Provisional license is valid until
competent authorities deliver final licenses. In the event that authorities did not reply
within the mentioned period (30 Working Days), the provisional license is deemed
permanent.

7-Production and Marketing

According to the IFC (2005a), access to markets is one of the main barriers faced by
female business owners, both in Egypt and in the MENA region in general (IFC, 2005b).
Even though entrepreneurs of both genders have difficulty accessing markets in different
geographical locations, the situation is more severe for women. One of the main reasons
for their lesser access of women to national and international markets, is that female
entrepreneurs are mostly working on an informal basis and running extremely small sized
enterprises using traditional production techniques.

An additional problem of the entrepreneurs in the manufacturing sector is the instability
of the prices of raw materials; the wholesalers and the importers are free to set their
prices without any control by the government. Some of interviewed entrepreneurs
demanded that it is necessary to keep the prices of the raw materials stable so that they
could forecast their costs and hence determine their prices.

In the manufacturing and handicraft activities, most of women agreed that there are
difficulties in marketing their products and finding good venues to show their products

All of interviewed producers are producing on an order-by-order basis.

Most of interviewed entrepreneurs attacked the imported goods especially from China,
and all of them agreed that the imported goods have many negatives, because imported
goods are also low priced and of high quality, therefore local production cannot compete
with these goods in local markets.

Some of interviewed entrepreneurs confirmed that marketing was a major problem, due
to lack of appropriate market places or exhibitions because of the high cost of land rent,
which necessitates the existence of regular low rent exhibitions.

8-Financial and Non-Financial services

Access to finance and the cost of finance are considered by respondents as to be key
obstacles for business operations and expansion capacities.

All interviewed entrepreneurs assured their urgent need to finance, but in spite of their
need to finance, they can only afford it under special conditions such as easy lending
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procedures and collaterals, a reasonable interest rate, and the period of repayment should
be longer.

Most of interviewed entrepreneurs have not applied for a bank loan for business purposes
because they ‘know they cannot get one’.

Some of interviewed entrepreneurs confirmed — based on their personal experience- the
difficulty of the bank procedures, as well as their high interests, high installment, in the
mean time the period of payment is too short, such conditions cause problems when
repayment time comes.

No interviewed entrepreneurs got any non-financial services.

No interviewed entrepreneurs have any idea about SMEs Business Support Centres,
Industrial Modernization Program (IMP) and its business resource centers.

Another problem that was expressed by all interviewed entrepreneurs was the non-
existence of specialized training centers in their neighbourhoods.

Case study 5:

Mohamed graduated from the Diploma of Agriculture and he lives in Oseem. It is an agricultural
village. He wanted to set up a project to breed livestock. He had thought that the government
should either offer him a loan or find him job.

When he failed to find a government job, he tried to get a loan from the Agriculture Development
Bank, but the bank could only provide loan to the landholders (land uses as a collateral of the
loan) or in the condition of two governmental employees to guarantee him. The reason behind
this guarantee is to secure repayment of the loan to the bank, in case of Mohamed would not
repay the loan; those two employees should pay for the bank on behalf of Mohamed. Mohamed
could not find the bank request, when he became upset to get a loan, he began to work with
his family in raising livestock as a family project, while he still dreams of getting a loan? .

Case Study 6:

Mr. Salah, 41 years old, from Manshiet Naser, Cairo, Egypt. He operates a ready made
garments workshop. He wused to purchase the raw materials from the wholesalers and
importers in EL Azhar, EL Hussein or Down town weekly. Every time he goes to buy, he finds
high prices, as there is no objective reason behind this. Many times, he bargains with the
wholesalers, importers about the price fluctuations. The only answer in his opinion is the
absence of government price control. He always finds himself in a very difficult situation
because he makes his future deals with his customers according to the average price of raw
materials last week. So when he goes to buy the raw materials, he always notices the prices
increases, that cause him troubles with his customers, thus he wishes there was more price
stability, particularly since the Egyptian market is being invaded by the Chinese
products, that are of good prices and quality. Finally, he asks how can we compete Chinese
products with the instability of raw materials price?.

9-Leasing
Non-bank financial institutions, such as financial leasing companies could act as

providers of finance to small-scale firms that do not have sufficient collaterals. Leasing
could be a way to avoid collateral problems for small-scale firms, which enables them to
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substitute a leasing contract with the equipment itself as collateral, and avoid having to
borrow to purchase the asset.

In spite of the importance of financial leasing, no interviewed entrepreneur had
information about the financial leasing system due to the lack of available information on
the steps and procedures regarding to this system or the institutions that offer it.
Therefore, it was explained to them, all of them felt satisfied with this system but under
very important conditions such as; easy procedures and limited monthly rental costs.

Law 95 established the leasing industry in Egypt for the year 1995 with further
amendments in late 2003. Amendments allowed the leasing of all assets, including cars
that were not permitted under the previous law; and land as long as it is attached to a
productive activity. The leasing industry is not well developed in Egypt, despite its
potential for supporting the development of small and medium firms, and other economic
activities. The share of leasing industry of the total gross fixed investments in Egypt is
remarkably low compared to other developing countries, and the number of leasing
companies remains limited. Part of the reason that the leasing industry remains small is
lack of understanding of the sector. There is no department responsible for regulating the
sector. In addition, lack of any official statistics decreases the industry’s visibility.
Together with poor market conditions in Egypt, the foregoing factors have reduced the
potential ability of leasing companies to reach out to its clients, especially the newly
starting ones, since the leasing industry tends to rely more on banking than on leasing
practices.

10-Men’s opinions regarding the position of women entrepreneurs

All men agreed that the women's work is accepted now in our society. However, when it
comes to their own door steps the perception changes. Their wives' role should be
primarily a mother and housewife who runs their home ..... etc. Accordingly, they do not
take women's role as entrepreneurs seriously, treat them as their equals in the market,
conclude deals or secure contracts with them unless they prove themselves and expand
their operations.

Conclusion

The discussion with Egyptian female and male small entrepreneurs during the four focus
groups revealed many pertinent issues, such as:

A The reasons behind the male and female entrepreneur's decision to start a business
and their business ethics are quite similar.

A Although norms are evolving in Egypt, women are still generally defined as
dependents, and expected to be subordinate to men whether in their small family
circles or in the neighborhood community. Staying at home and taking care of
children are generally considered as their primary responsibilities. Particularly during
times of high unemployment, there is an implicit understanding that women should
stay at home, ceding their places either in the labor force or as entrepreneur to men.
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Business environment in Egypt is not a conducive one for MSMEs, owned either by
males or females. MSMEs face significant problems concerning establishment
procedures, and licensing, taxes, registration, and compliance with the different
directives of various governmental ministries and localities.

While regulatory constraints are common for all private businesses in Egypt, they
weigh more heavily against MSMEs. This is primarily due to the latter’s lack of
adequate finance and human capacity to tap into the legal and other pertinent
operating conditions that large firms can easily access.

Male and female MSMEs owners also exhibit a similar propensity to start their
businesses from scratch, employ few workers especially family members, start home-
based businesses and locate them in their communities and at the same time their
markets. Furthermore, male and female MSME owners are usually heavily engaged
in trade and service activities, which require limited prior experiences, as they lack
those prerequisites.

Most women-owned MSMEs in Egypt serve local markets inside their neighborhood;
their access to wider outside markets happens only in minor cases, because of their
limited capabilities, human and financial, which prevent them from expanding to
reach larger markets

With the fast economic liberalization, MSMEs production will not be able to compete
with the imported products in the local market especially those coming from China.

The efforts that have been done by the government, NGOs and international
organizations are not visible to the majority of MSMEs owners. Moreover, these
efforts in many times are scattered, isolated and often conflicting.

Most of MSMEs suffer from insufficient access to reasonable financing services that
could help them cover their various business needs.

Egyptian male entrepreneurs are also reluctant to hire women; because they have a
negative perception about female workers. In their opinion female workers have a
low attachment to the workplace. This perception manifests itself in several ways,
including a sense that female workers have a high turnover rate, absenteeism rates,
and they are unwilling to work the long hours that the private sector in Egypt
requires.

The confidence of both types of entrepreneurs in government actions towards them is
quite low. Moreover, many changes that occurred in the legal and institutional
environment are not well known so far to enterprises' owners, (such as the new tax
law, services offered by SDF, NGOs and governmental organizations).

To design an efficient policy to help women —owned MSMESs, one major ingredient
of such policy is to create public awareness, and explain all the possibilities opened in
front of them. Without a strong public awareness campaign, the outcome of such
policy will be limited as it already is now.

Policies put forth should be gender-specific and pertinent to the barriers women face
in setting up their businesses. These policies should be enveloped within the broader
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context of labour market regulations and should include measures prohibiting the
discrimination against females in the labour market (Ewa Ruminska-Zimny, 2002).

Enhancing women's education and training, especially in the trade and services
sectors, is vital for promoting female entrepreneurship since this would raise the skills
of female entrepreneurs and capitalize on these skills in addressing new markets and
products, thereby enhancing economic growth and development.

Recommendations

A

To design an efficient policy to help female—owned MSMEs, one major ingredient of
such policy is to create public awareness, and explain all the possibilities opened in
front of them. Without strong public awareness campaign, the outcome of such
policy will be limited as it already is now.

Policies put forth should be gender-specific and pertinent to the barriers that women
face in setting up their businesses. These policies should be enveloped within the
broader context of labour market regulations and should include measures prohibiting
the discrimination against females in the labour market.

Enhancing women's education and training possibilities, especially in the trade and
services sectors, is vital for promoting female entrepreneurship since this would raise
their skills and capitalize on them in addressing new markets and products, thereby
enhancing economic growth and development.

Non-Financial services play a very important form of support for the development of
female—owned M/SMEs providing a range of business advice, information and
support to the sector, as well as stimulating sustainable M/SME development by
improving the general business environment. The main criteria for efficient Non-
Financial services (NFS) to female —owned M/SMEs are: (a) Address specific Self-
employed (SE) needs; (b) Focus on high-priority issues such as improving the
management capabilities of female-owned SMEs; (c) Be tailored to add high value to
SEs; (f) NFS must be sustainable.

The most convenient institutions can help female—owned MSMEs are NGOs, because
they are close to M/SMEs in culture, operating environment, geography.

The participation of women in domestic and global trade fairs/missions has to be
encouraged to build networks for their businesses.

Women's training has to address the urgent need for specialized skills training and
acquisition of education to meet the labor requirements of globalization. Given
women's multiple burdens, assistance needs to be provided to women in SMEs to
cope with multiple roles by facilitating family, friendly employment and providing
basic support, such as parental leave.

Any policy actions that help in removing market barriers and enhancing female —
owned MSMEs development. Specific attention has to be given to facilitating
business registration and formalization, among others by streamlining business
licenses, introducing one-stop services, and improving information on registration
requirements and procedures.

Stability of macroeconomic environment, such as prudent fiscal management and low
inflation, tax and financial sector reform, exchange rates that reflect the strength of
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the economy and the privatization of state enterprises, is very important to the
development of women —owned MSMEs.

Moreover, microeconomic conditions, such as free prices and markets provide clear
signals to producers and consumers, a regulatory framework that favors competition
and eliminates unnecessary barriers to market entry, legal and property rights that
facilitate the enforcement of contracts, and information and physical infrastructure
(such as transport) that minimizes transaction costs, also essential to women —owned
MSMEs success.

Commercial banks in Egypt have created new innovative micro lending techniques
Egypt. For example NBD uses mobile banking units to deepen outreach to small
informal borrowers, while other banks use the graduations schemes entitling
borrowers who repay their loans new and larger loans.

The government must provide the regulatory and financial environment that allows
commercial banks to form the different microstructures (for example allowing
partnerships with microfinance- NGOs and service companies). The exemption of
microfinance banks from stamp duties (which is viewed as one the main obstacles in
Egypt) is another way to promote the engagement of commercial banks in
microfinance.
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ANNEX 3: REVIEW OF KEY SMEPOL DOCUMENTS WITH TEXT INSERTS
PROPOSED

In order to enhance the development and growth of SMEs in Egypt, SMEPoL developed
six key policy documents entitled:
7. The Application of Leasing within the SME sector
8. Enhancing Competitiveness for SMEs in Egypt
9. A Tax System for Micro, Small and Medium Enterprises in Egypt
10. Applying a Patent System on Micro Enterprises in Egypt
11. Research Study on Streamlining the Egyptian Laws, Regulations and Procedures
Governing SMEs Establishment, Growth, Export and Exist
12. Research Study on Streamlining the Egyptian Laws, Regulations and Procedures
Governing Registration of Property

These documents were reviewed from a gender perspective and, in some cases additions
were made to the body of the reports and to the recommendations already stated. The
aim was to ensure that a more gender equitable approach was taken which would
consider the differential impact that policies have on men and women. For the two
documents on patent and tax systems, there were no gender specific recommendations
made, as the recommendations provided were fair in their application to men and women.

The Application of Leasing Within the Small and Medium Enterprises Sector

The study report did not identify that male and female-owned SMEs have different needs
regarding their business growth. Therefore we recommend adding a sentence on page 14
of the report to flag this as an issue.

On page 49, it is recommended that the following box is inserted for reference:

(Insert 1)
Box 1: A sample of Required Documents for a Lease

Required Documentation for Capital Lease - Piraeus Leasing**

Company's profile.

Recent original extract of the commercial register.

Company's contract (or article of association) including any amendments.
Copy of the taxation card.

Partners (or main shareholders) ID cards & CVs.

Audited financial statements for the last three years with the details attachments.
Protest and bankrupting certificates.

Certificate for the company's taxation and social insurance status from the
auditor.

9. Supplier's offer.

10. Rent or ownership contract of company's premises.

11. List of Required assets.

Nk~ wWNE

19 piraeus Egypt Leasing Company
121




While the requirements for leasing in the box above may seem straight forward,
particular issues can arise for female entrepreneurs. It should be recognized that
women-owned SMEs are less likely to be registered, so women are at a
disadvantage in accessing leasing as an option for financing (leasing companies
require extract of the commercial register for eligible companies) and as well,
because women are less likely than men to have formal business premises and
leasing companies require a ‘rent or ownership contract of the company’s
premises’. Finally, women are at a disadvantage because they are less likely to have
established track records and credit histories, which is a main information
requirement for leasing companies.

To highlight this, the following insert is recommended on page 49:

(Insert 2)

Client Credit Profile and History: It is important that all clients, male and female
be provided equal assessment opportunities. Often biases occur intentionally or
unintentionally when dealing with female clients. Females usually have a much
younger credit history because it is their first business venture; or because their
business preferences such as working with their own savings instead of borrowing,
smaller business size and less capital intensive activities, make them less attractive
or higher risk to lending institutions.®® It is imperative that these differences
between male and female entrepreneurs be taken into account when assessing their
suitability for a lease.

Projected cash flow of the client’s operation throughout the life of the lease
contract:

As long as the client can provide a strong statement of cash flow (through the last
three or four financial statements) and show a strong projected cash flow then there
should be no issues with obtaining a lease. Audited statements have to be prepared
professionally. For some SME owners, male and female, this is costly, and as a
result, second-rate auditors are recruited and the result is substandard
documentation that is not enough to convince lending institutions.** It is therefore
important that SME owners receive good technical help in drawing up the necessary
business plan and future projections. This should be available through the
coordinating body at SFD.

The document on leasing covers many of the possible avenues for the SME sector in
Egypt. The following additions to the recommendations already made in the document
will enhance access for women, and make growth possibilities through leasing more
gender equitable.

Under recommendations for Objective 1: To develop and organize the SME sector
and supportive business environment:

2010, Gender and the Access to Financial Services (www.ilo.org), accessed February 2007.
121 Interview, male SME owner, Cairo, February 27 2007.
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It is important to recognize the need for gender specific information, and for services
geared specifically towards female entrepreneurs, such as developing business plans and
bookkeeping support, as women tend to be weaker in those areas then male
entrepreneurs.

The following inserts are proposed:

Creating a unit inside the Social Fund for Development responsible for lease finance
to SMEs on page 50:
(Insert 3)
In addition to providing general information on leasing, this unit must also
provide gender specific information, and provide details on the nature of leasing
in female-owned SMEs. Financing information must be accompanied by non-
financial technical support, such as development of business plans and accounting
support that will particularly benefit female entrepreneurs when they apply for
leasing.

Develop a reliable database for SMEs to be able to use as a reference and means for
sector performance on page 51:
(Insert 4)
This information has to be sex and age disaggregated and must contain
information that will enable the differences between practices of male and female
operated SMEs to be examined. Information should be available on topics such
as; the market and its impact on female entrepreneurs, growth and expansion
activities of male versus female operated SMEs, and information on sectors where
there is obvious gender concentration.

Collect information on different business service centres established by different
programs and ensure that the requested services in provided managerial, finance,
marketing and technical assistance to SMEs are existing, if not negotiating its
incorporation, expansion or establishment of new BSCs on page 52:
(Insert 5)
A gender analysis should be conducted so that different services are offered that
meet the needs of both male and female entrepreneurs, during the lifetime of
SMEs. Female entrepreneurs, for example, are more hesitant to enter growth
oriented activities, and services should be offered to ease that transition for SMEs,
and provide the necessary support.

Under Objective 2: Development of the leasing business markets in Egypt:

It should be noted that most lending institutions consider the small size loans usually
requested by female entrepreneurs as insignificant. As well, many lending institutions
view women as high risk and choose not to deal with them. There are certain gender
biases within these institutions that lead to differential treatment of men and women. It is
essential that training for leasing companies highlight and address these issues.

The following insert is proposed to the existing recommendation:

Training of leasing companies on successful international models of leasing
companies experiences with SMEs on page 55:
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(Insert 6)

This training should include training on differences in leasing patterns to women
and men, and the differences in operation methods of male and female operated
SMEs. It should include inherent biases in the system against female
entrepreneurs and the intentional and unintentional biases of leasing companies
and their employees in their transactions with women. Particular examples to use
could be the Grameen Bank, and the SME Bank Limited.

Under Objective 3: Development of the SME/leasing business environment:

It has to be recognized women business owners have a much more difficult time in
accessing financial support. They are often refused loans, or are unable to meet the
collateral requirements. Therefore innovative approaches to loans and leasing practices
need to be considered. One viable solution is to expand the role of venture capitalist
funds that already invest in business owned by women.

The following recommendation is proposed on page 57, as an alternative:

(Insert 7)
Alternative 4: Expand the role of existing venture capital investors

And the following text is proposed on page 61 to elaborate:

(Insert 8)

Expand the role of existing venture capital investors:

It has been suggested in a document on enhancing the competitiveness of SMEs
in Egypt that venture funds should be established and encouraged for the
financing of SMEs.*? Since these funds are set up to provide equity financing,
they can also provide debt financing (such as leasing). The partners or donors
involved in these funds will have already provided equity or venture capital to
some SMEs, and have therefore shown confidence in their businesses. In addition
they will have information on credit histories, business plans etc., and this can cut
down on requirements. It would make sense, especially for female entrepreneurs
who may be hesitant to approach different institutions for different financial
needs, to have these institutions consolidate their lending/investment plans.

122 Ministry of Finance, Enhancing Competitiveness for SMEs in Egypt, Cairo, 2004 p.56-57
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Enhancing Competitiveness for SMEs in Eqypt

The policy approach section in this document should identify the different needs of male
and female entrepreneurs. Males and females are impacted differently by social and
economic policies, and this affects their business development strategies.

The following text is proposed as an insert on page 21.:

(Insert 1)

In order to develop a sound, well rounded policy, the gender dimension also has
to be considered in the policy approach. It is important to note that there are
differences in ownership patterns, finances and competitiveness of male versus
female owned SMEs. In order for an SME strategy to be comprehensive it has to
address the different issues faced by both male and female entrepreneurs, and
ensure that they both have equal access to resources available, taking into account
the differences in social, cultural and economic constraints faced by them.

To develop a competitive SME sector, the policy document outlines four cornerstones
that should be adhered to, on page 23. However, gender differentials are not recognized
as a critical requirement. A fifth critical requirement that should be added to this section:

(Insert 2)

5. Gender Mainstreaming in SME policies and programs

While focus in the past decade has been on enhancing competitiveness of SMEs
in recognition of their growing contribution to a nation's economy, particular
attention has also been paid to female-owned SMEs. This interest arises from a
belief that support of women's small enterprise development will help achieve
wider development goals and targets as outlined in various international
agreements and the Millennium Development Goals.*?® Various studies and
research have all concluded that regardless of the type of economy, and the level
at which research is conducted, women have an impact on a nation's economy,
both in terms of creating work opportunities for themselves, and for others.**

Despite, the acknowledged positive impact of female entrepreneurs and wide
recognition that self employment forms a very important alternative for
employment for women, helping them better balance private and public demands
on their time, women entrepreneurs have largely been ignored or marginalized in
the majority of business research. Many policies are gender-blind, or gender
neutral, assuming that men and women face the same issues. While female-
owned SMEs do share many of the same obstacles and constraints as male-owned
SMEs, these obstacles are exaggerated due to the socio-economic barriers
generally faced by women. It is therefore essential that policies or
recommendations are implemented to enhance not only general competitiveness
of SMEs in Egypt, but in particular that of female-owned SMEs. It should be
clearly noted that engendering SME policies is not simply about formulating
policies for women. It is about creating inclusive policies that take into account
both the needs of men and women. Gender sensitive polices recognize that men
and women have different needs and priorities that evolve over time. And while at

12 Commonwealth Secretariat, Globalization and Gender Briefs No.3 (www.thecommonwealth.org),
World Bank, 2001
124 OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)
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first glance they may seem to overly-favour women, in fact they level the field by
providing women with otherwise lost opportunities.

Until recently, much of the focus on women's SME programs, particularly in the
MENA region has been concentrated in the micro-enterprise sector, in order to
target poverty alleviation;*® however, there is recognition from institutions that
support of micro-credit schemes alone is not sufficient to achieve successful
businesses and increased income.*® Most of the available schemes and programs
in place for women's enterprises have focused on support for start-up capital and
short term training programs. There has been little attention paid to continued
support for these enterprises and helping them survive the changing markets.
Greater attention has to be paid to the strategic needs of these businesses, and to
programs, training and policies that will enable them to become more competitive
and achieve their full economic participation potential.

In assessing Egypt's knowledge economy, the document points out that a knowledge gap
that exists. This gap applies to literacy and to marketable skills. However, the greater
impact this has on females needs to be identified. Girls are often left out of the education
system. They are either never enrolled in school (or are enrolled but not never attend) or
they are forced to drop out early due to family/cultural pressures, lack of financing, or
early marriage. And in many cases, for those girls that do continue their education, the
subjects which they pursue are mainly in the humanities and study areas that are
traditionally considered appropriate for females. This places females at an even greater
disadvantage then men when facing a limited job market, as they are often left without
the necessary job skills.

The following text is proposed as an insert on page 31, paragraph 1:
(Insert 3)
This mismatch between education and required competencies in the workplace is
particularly alarming when looking at females, and it reflects a typical orientation
of women's education to roles in the private sphere of home and family, rather
than to the skills necessary to survive in the work sphere.*?’

And on page 31, paragraph 1, sentence 1:
(Insert 4)
This is particularly clear in the case of females who are generally channelled
towards subjects in the humanities or social sciences, where labour opportunities
are limited.'*®

While the document does list three main concerns facing SMEs in developing countries
on page 42, it should also mention gender specific challenges. The proposed text to be
inserted is as follows:

(Insert 5)

125 |FC, Regional MENA GEM Brief 2006 (www.ifc.org)

126 Commonwealth Secretariat, Globalization and Gender Briefs No.3 (www.thecommonwealth.org)
127 \World Bank, 2004 p.41
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4. Gender Specific Challenges

Men and women face many of the same constraints in business, however, for
many female-owned SMEs, while the obstacles are the same; the reasons differ
and are magnified by socio-cultural factors. In addition to the general constraints
noted above, some of the main obstacles specific to female entrepreneurs include:

Lack of Experience: Individuals differ in their abilities to discover and capitalize
on various business opportunities. This ability is dependent on individual
knowledge, experience in the market place or field of business, and levels of
education. The majority of female entrepreneurs starting up businesses have very
little past experiences to build on. If they were employed prior to starting their
own business, research shows that often that employment was in a small
enterprise that offered limited knowledge and experience. This lack of experience
is further exaggerated by lower levels of education of female than male business
owners in general. *#°

Access to finance: The lack of access to financing is an impediment to female
entrepreneurs when starting up business and when trying to expand an existing
business. Various studies have shown that women dealing with financial
institutions face a gender bias. This refers to certain behaviour that "fosters
inappropriate consideration of the applicant's gender in the credit underwriting
and approval process. Gender-biased behaviour can severally hamper women
seeking small business credit and impede formation of profitable customer
relationships, even before customers' needs or loan requests are assessed."**°

Examples of gender biased behaviour include; a general institutional lack of
interest in female entrepreneurs, questions on marital status, family size and
spousal agreements to loans, delays in processing application, high rates of denial
and lack of explanations of why requests were denied, limited information on
alternative sources of finance or credit, higher collateral values than males,
requirements for guarantors or co-signers, and general lack of training by loan
officers on dealing with women clientele and their personalized needs.***

Women entrepreneurs are generally less wealthy than their male counterparts and
will more likely opt for less capital intensive, less growth-oriented ventures. The
fact that women entrepreneurs are more likely to have smaller size businesses also
means that they are attracted to smaller size loans which are not considered
profitable by banks. In addition, in many instances women lack sufficient
collateral because they generally have less capital/assets. They have to use their
own personal savings to secure loans. And, even when collateral exists, it is
either in the form of personal savings, or assets which are controlled by male
relatives.'*

129 OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)

0 UNACTAD, 2001 p.38
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Access to networks: Women are often restricted in their mobility due to socio-
cultural barriers. In addition, due to double home and work tasks and
responsibilities, they lack the time to search out and join networks that may
expand their business knowledge and quality. Lack of networks hinders the ability
of female entrepreneurs to collaborate and share knowledge on services, and
training and to enter into joint business ventures that would otherwise benefit their
enterprises.’®

Strong social networks would enable women to benefit from the socialization
process of meeting and gaining knowledge and experience from others in the
same or similar fields while further expanding social ties and expanding their
social capital. These networks and shared norms and values facilitate co-operation
within and among female entrepreneurs groups, and providing support and
positive change.

Access to markets: Most female-owned enterprises serve local and regional
markets, with a miniscule number being export oriented. Some of the reasons
stated for restricted market access have included low-quality goods, lack of
training, lack of knowledge of export policies and procedures, and highly
bureaucratic procedures.'** In Egypt for example, registration of a SME requires
13 different procedures and 43 days. MSMEs must abide by 18 different laws in
different institutions to register and license their premises and business.**
Women often find it difficult to get information and find employees biased and
unhelpful. In addition, the process is too tedious and time consuming. As a
result, many women prefer not to register their business and remain outside the
legal framework that would otherwise allow them to enter the market.

In identifying general structural conditions, the document states the size structure of
M/SMEs in Egypt is skewed towards micro enterprises, however, it fails to mention that a
very large number of these micro-enterprise owners are females.

The following text is proposed as an insert on page 44:

(Insert 6)

The skewed size trend is overly evident when examining female-owned
enterprises. Data indicates that approximately 18% of all employed females are
self-employed,*® however only 3%'*" of these female-owned enterprises are in
the SME sector, the majority being in the micro-enterprises. This evidence is
further collaborated by the Egypt Human Development Report which indicates
that women formed only 6% of all small entrepreneurs.**

133 OECD, Women's Entrepreneurship: Issues and Policies (www.oecd.org)

B4 1FC, Regional MENA GEM Brief 2006 (www.ifc.org); IFC, GEM Country Brief — Egypt 2006
(www.ifc.org)

35 |FC, GEM Country Brief — Egypt 2006 (www.ifc.org)

B¥NCW and the World Bank, Egypt Gender Assessment , 2003 p.55
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138 UNDP, Egypt Human Development Report, 2005 p.109
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Since men and women have different business portfolios, they have different Business
Development Services (BDS) needs, and at different cycles of their business. This
difference should be recognized, and the following text is proposed for the section on
Business Development Services

(Insert 7, p.56, as first full paragraph)

It should be recognized that the most effective way to reach SMEs, particularly
female entrepreneurs, is through small, flexible organizations that are able to make
responsive decisions with coordination at the national level.** It is therefore strongly
recommended that such organizations which offer BDS are encouraged to operate in
as independently from state agencies as possible. As well, a registry of independent
experts who agree to provide services to these organizations, NGOs and SMEs should
be developed. These experts can provide valuable training for free or for a nominal
fee in return for non-monetary incentives. Corporations should also be encouraged,
through various incentives to provide such services as part of their corporate social
responsibility. Such linkages between the private and public sector in provision of
BDS will allow for more affordable training and more extensive geographic coverage
allowing female entrepreneurs to access information they may not otherwise be able
to.

(Insert 8, p.56, paragraph 2, start after first sentence as a full paragraph)

To encourage female entrepreneurs to take advantage of these services, the costs of
the services should be subsidized. Furthermore, these services should be strongly
advertised through business women's associations, and other institutional outlets and
NGOs that deal with SMEs. Ideally, it is recommended that all female entrepreneurs
owning a SME be required to register and attend training in all the above noted fields
on an annual basis to ensure that training is continuous and up to date. At least one or
two other employees, if applicable, should also attend to ensure that the knowledge is
sustained through out the enterprise.

(Insert 9, p.56 financial services, as continuation of second sentence)
...., particularly as highlighted above for female-owned SMEs.

The document identifies financial constraints as one of the major obstacles to SME
development. And, as stated earlier, women entrepreneurs face much more difficulty in
accessing finance than their male counterparts. The obstacles go beyond simple refusal
of loans, or having insufficient collateral, there are issues of ingrained biases in financial
institutions that have to be faced in order for female clients to be treated as equal as men.
Often investors are weary of putting money into female owned businesses because they
fear the know-how is absent from these businesses or that a male operated enterprises
may offer a more stable and profitable environment. The following is recommended as a
fifth point to be added to the section on Financial Services

39 IDRC, Missing Links (www.idrc.org)
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(Insert 10, p.59)

5. Gender Mainstreaming in Financial Institutions

While the above recommendations will help SMEs in general, female
entrepreneurs will still face many of the gender biases. Therefore specific actions
should be taken by banks and financial institutions to ensure that the needs of
female entrepreneurs are met.

Proposed Measures

a.

Provide gender training and successful lending practices to female
entrepreneurs, for employees of financial institutions, particularly
management, with annual refresher training, to ensure that support for female
entrepreneurs is supported throughout the institutional hierarchy.

Develop a support network between banks and BDS providers to provide
technical support before during and after the loan application process.
Provide low documentation loans for small amounts, ensuring less red-tape, a
streamlined process and a quick response to the loan application.

Re-assess the credit scoring models in use to better take into account the risks
associated with female entrepreneurs.

Develop partnerships between financial institutions, technical service
providers, and NGOs to expand women's networks, enhance their knowledge
capacity and provide training.

Establish, in partnership with investment banks and other financial
institutions, venture funds exclusively for investment in female-operated
SMEs, and a credit guarantee fund that can provide collateral to high risk
female operated business.

The gender gaps in education, and the general trend to "pull” girls into the study of arts
and humanities, severely hampers their ability to find employment in a market that is
increasingly demanding more technical skills. These gender issues need to be addressed
early on in the educational cycle. It is recommended that the following section be
inserted on page 62, in the education section;

(Insert 11, number 3 of proposed measures)
3. Encourage higher education students' (especially female students) participation
in the sciences:

a. Provide training for teachers on cultural biases that prevent girls from
entering this field

b. Provide support for students by providing subsidized tutoring, or
partnerships with experts in the field who are willing to share practical
experiences with students

c. Form linkages and partnerships between secondary schools and
universities, and private sector to provide students with hands on
internship experiences in the field during their education. This should be
set up in a way where students are graded and get credit for successful
internships or work-study opportunities.

When defining the benefits of clusters to SMEs, special mention should be made of the
benefit to female entrepreneurs who, when part of a cluster, are able to take advantage of
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human and social capital in a manner that would otherwise be unavailable. Mobility and
access to networks is a main constraint for females, and opportunities to alleviate the
negative impact of female isolation should be noted. The following insert is
recommended:

(Insert 12, p.63 paragraph 2)

For female-owned SMEs clusters are particularly beneficial. They enable women
to have access to larger trading networks and allow for sustainable market
positions through the establishment of cross national and possible international
alliances among similar producers. Furthermore, in many instances, the cluster
approach enables women to overcome some the socio-cultural constraints on
women working with men, and plays a role in preventing the isolation of women
working in a male dominated environment.*°

Research Study on Streamlining the Eqgyptian Laws, Requlations and Procedures
Governing SMEs Establishment, Growth, Export and Exist

Again, the needs of male and female SME owners are different, and recommendations
will have to meet the needs of both equally. A short paragraph to highlight this can be
added to the objective of the study, in the following text:

(Insert 1 p.22)

And while many of the issues that are dealt with in this study apply to both male
and female owned SMEs, it is important to delineate issues that place particular
constraints on female entrepreneurs and prevent them from engaging actively in
this economic sector. Clearly, constraints and recommendations that are stated in
this study are equally applicable to male and female owned SMEs. However, in
some instances, these recommendations have been further targeted to the lowest
common denominator in order to ease the burden on female business owners as
much as possible and encourage their participation in economic life.

Multiple procedures and requirements for registration of a business are a big obstacle,
especially to female entrepreneurs who may have less knowledge and experience about
business start-ups, and who may prefer to remain informal rather than to deal with time
consuming, unfamiliar procedures. The following text highlights this point and is
proposed as an insert:

(Insert 2, p.45, after the 3 bullet points)

For the majority of women who own their own business, the myriad and length of
registration procedures, is more than an inconvenience that has to be dealt with. It
presents hurdles that they are not equipped or ready to deal with, time wise,
knowledge-wise, or financially. Many women have to enlist the help of lawyers
or male relatives to aid with the process. As a result, many of them choose not to
register their business and remain outside the legal and regulatory framework.***

10 Bridge, Gender and Trade (www.bridge.ids.ac.uk)
YL |FC, Regional MENA GEM Brief 2006 (www.ifc.org); IFC, GEM Country Brief — Egypt 2006
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Many M/SME owners do not use the internet. As the majority of women entrepreneurs
are micro or small business owners, their access to online services are limited. This
should be recognized when making recommendations that require online access.

(Insert 3, p.64, end of paragraph 3)

For some women, publishing the company incorporation online maybe a
technological hurdle that is difficult to comply by. An additional
recommendation would be to provide the technical support for this activity (at a
nominal or no cost) when the final license is ready for pick-up. The ideal
alternative would be to have all companies registered on line by the authority
which issues the final registration license.

When dealing with Gender issues, the document only deals with maternity leave. And in
doing so, stops short at making a statement on local status and a very brief comparative
study. There are no recommendations. The following recommendation is proposed for
this section:

(Insert 5, p.143)

It is important, as indicated above, to recognize that gender issues are not only
relegated to maternity leave. However, pertinent to this section are gender issues
specific to maternity and child care. One of the greatest obstacles for women is
the issue of time allocation and balance between home and work. Therefore, it is
imperative to have solid supportive policies, which provide sufficient maternity
leave, with full pay benefits, and affordable child care facilities, in order to allow
women to successfully balance between home and business obligations. With
greater availability of child care, women would increase their time and resource
availability and be able to meet the more time intensive demands of business
ownership.**>  Moreover, benefits that are provided to women, even if they are
self-employed, allow them peace of mind to continue operating their business
from home, or to find alternative management solutions, until they are ready to go
back to work, rather than to force closure of the business, or oblige them to seek
other forms of employment to meet their basic financial needs.

It is strongly recommended that maternity leave be extended to six months with
full benefits. These benefits should be tax-deductible for self-employed women.
The source of these benefits can be a combination of government fund/SFD fund.
The government can allocate a certain amount of money that would be
supplemented by SFD donor funds. Self-employed females would also pay small
amounts into this fund, depending on their size of business, age, likelihood to
draw from the fund etc. The money would be available for those females that
apply to receive maternity pay. Furthermore, child care policies and availability
should be reviewed to provide quality affordable child care.
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Recommendations Summary

The following table summarizes the recommendations on maternity leave and
child care, with their scope and level.

No. S T Recommendation Affected Law
3 g
0.20 2 1 Extend maternity leave to at least Unified labor
six months with full pay and Law 12/2003
benefits

Research Study on Streamlining the Egyptian Laws, Requlations and Procedure
Governing Registration of Property

Differences between male and female entrepreneurs have to be taken into consideration.
The following insert is recommended to underscore the efforts made to engender this
report.

(Insert 1, p.7)

As with the previous study, it is assumed that all obstacles and recommendations
apply equally to male and female business owners. In instances where biases may
exist, or obstacles may be exaggerated for female entrepreneurs, they have been
noted.

When dealing with formal authorities, women often lack the time and the knowledge. In
addition, dealing with a number of different authorise usually means increased fees,
travel costs for women, and increased opportunity for harassment by state employees.

One agency for responsible for property registration will be a great benefit to females,
particularly those who have problems establishing ownership, or right to land. In many
instances, females do not have control over their own properties, and such an agency may

act as an intermediary in these matters.

Under 01. Establish an independent agency to assume the responsibility of registering
properties the following insert is recommended:

(Insert 2, p.25, end of 01.)

Having one authority to deal with the entire process will enable clients,
particularly women who tend to be intimated by or lack sufficient time and money
to deal with, numerous authorities and procedures to register their property much
easier. In addition, it is strongly recommended that within this authority a unit
should be established in coordination with the Social Fund for Development
(SFD) to deal with complications that arise for female business owners. The SFD
seems like the most logical choice as it already is active in the field, and has
branches in the governorates.
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Of particular issue to female business owners is right to own land under the
various laws. Sources of national law in Egypt are the Constitution, legislation,
and religious and customary law. The constitution grants women equal rights to
land ownership, and legislation does not discriminate between male and female
land owners. And, while Sharia Law outlines male and female shares in
inheritance, it does not prevent women from owning land nor does it differentiate
between male and females in ownership issues.

The problems of ownership tend to arise with customary law, particularly in rural
areas, or in segments in society where traditional social norms still exist that
dictate that a male is to be entrusted with "business or monetary" issues. In many
instances male relatives take "ownership” of property belonging to female
relatives with the guise that they are more equipped to take care of it. In effect,
the females then lose the right to register this land as their own, and cannot buy,
sell or use this property as collateral.

It is essential that employees of the gender unit within this single authority be
trained and equipped to deal with issues of land ownership as they arise and
pertain to registration of property. This is not to say that the unit will act as a
legal battleground, however, in cases where women can prove ownership but lack
control over the property, the unit can aid them within the parameters of the law
to register that property under the rightful ownership.

Transparency of cost is an issue that all business owners have to deal with. Fro females,
who may be under extra financial stress, dealing with unexpected costs on-site may cause
them to abandon the whole registration processes. The following insert highlights this.

(Insert 3, p.47)

In addition, all administrative costs and fees should be clearly defined and
included in the cost so that clients know exactly what amounts are expected of
them and are not surprised by additional surcharges and fees at the time of
registration.

In the section on procedure automation, the report fails to identify that one of the major
obstacles is lack of trained human resources. Before automation can occur, the necessary
skills to operate computer systems need to be place,

The following is proposed as an addition to Phase Il: Procedure Automation:

(Insert 4, p.53)
19 Provide intensive training for employees and sufficient and qualified human
resources to deal with the automation systems.

From first hand experience it is known that in the majority of official institutions
there are not enough IT employees or employees who can easily use and access
computer systems. It is essential that prior to, and during the phasing of
automation, employees get proper training, and that a proportionate number of
employees to clients are trained and available. Very often the bottle necks and
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time consumed by lack of qualified staff result in many clients, particularly
women, abandoning the service altogether.

As has been repeated throughout, men and women are impacted differently by policies.
Usually, laws that allow certain exemptions are in place to serve the lowest common
denominator, and provide incentives for business start-ups that may not otherwise be
available. Since female business owners are usually at a disadvantage, these incentives
are a great benefit. Abolishing all incentives of property taxation, as is recommended in
the report would place many existing businesses under financial stress, and would deter
many others from starting up. An addition to that recommendation is proposed in the
following text:

(Insert 5, p.64)

If all exemptions are abolished then many small businesses, particularly those
operated by women who chose to open business in those cities because of the
exemptions, will lose a large advantage and will likely face closure. It is therefore
important to balance this act with affirmative allowances for female business
owners, akin to those of their male counterparts.
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