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 ABSTRACT
Microenterprises have become of increasing importance in the economic and social development. This has led policy makers to view their support as a strategy for poverty alleviation in developing countries. Financial and non-financial service support programs with diverse organizations have been established, rendering heterogeneous results, and leading discussions on how to deliver them and how to assure provision, among, other issues. This paper aims to share the experience of the Program for Research, Assistance and Teaching of Small Enterprises, which constitute a non-market based assistance model led by a Higher Education Institution, which addresses the preceding discussion, and brings interesting implications for developing countries. The program is found as community service, and provides Business Development Services at no cost to underprivileged Microenterprises. The service delivery mechanism constitutes a sustainable way to care for these enterprises, reducing significantly the need for subsidy, with out necessarily constraining its impact.     
Key words:  Business Development Services, Assistance Program, Community service 
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INTRODUCTION
Small businesses constitute an important feature of the economy of most countries. In developing economies, this characteristic is reinforced by the overwhelming presence of microenterprises (MEs), regularly run by modest entrepreneurs with low human capital, who engage in survival activities since they lack of better alternatives for a living (Biggs, Grindle & Shodgrass, 1998).  Although the proliferation of these units may be seen as a consequence of the job markets failures and downturn, their contribution to the increase of non-agricultural labor force in some developing countries is high, making many governments recognize their importance and place considerable emphasis on their promotion (Daniels & Mead, 1998). Promoting these enterprises have been an issue of the development reports and programs of international agencies such as the World Bank, the Inter-American Development Bank (IDB), the Economic Commission for Latin America and the Caribbean, and the European Commission, which regard these units as market-based strategy for poverty alleviation.  The main intervention mechanism for MEs support has been traditionally the operation of microfinance programs and institutions, whose market has widened during recent years (Simanowitz, 2001). Likewise, no financial services, in particular, Business Development Services (BDS) including technical assistance and training are developing as well with the support of some organizations and government agencies (Suzuki, 2002; Miehlbradt, 2002).   Although the market for these services have not developed as has microfinance services, the fact that business development is not only about money, but about skills, training, and knowledge, makes its provision a relevant area in research and policy, and potentially, an issue where efforts of government and non-government organizations can render fruits. This paper aims to share the experience of the Program for Research, Assistance and Teaching of Small Enterprises (PRATS), which constitute a non-market based model of assistance led by a Higher Education Institution (HEI), and an innovative and economic approach of delivering BDS to low value added MEs.  The program is found as a community service (CS), where final year students in fields such as management, business, economics, and related fields, engage in communitarian activities delivering BDS in situ at no cost to these enterprises. This solidarity-based model of assistance constitutes a sustainable way to care for these enterprises, reducing significantly the need for subsidy with out constraining reach in terms of the number of units assisted, and a pertinent advance to explore for developing countries.   
Delivering Business Development Services to Microenterprises 
Business Development can be understood as a package of conditions providing the elements for the businesses to prosper in a market based economy, where several complementing institutions and organizations play a role.  Perhaps the most acknowledged elements for small business development are financial and non financial services.  The former is compounded by the well known models of Microfinance, as well as other services like deposits, insurance, and payment services.  The later includes a broad range of services attempting to provide the entrepreneurs some basic assets for livelihood, particularly human capital, by developing skills and knowledge (Carney, 1998). These services are often referred to as BDS: training, technology transfer, marketing assistance, business advice, mentoring and information, which are aimed at helping the entrepreneurs improve the performance of their businesses (Goldmark, 1996). It has been established among scholars and development agencies that financial BDS at the level of MEs have walked toward sustainability by providing loans and charging interest rates to cover for the opportunity cost of the service, thus market provision has improved over time. Such a development has spread over the smallest enterprises too, helping the middle and upper poor with entrepreneur activities to sustain and expand their businesses (Johnson & Rogaly, 1997: 12).  By contrast, Non-financial BDS markets have not developed, and still have to “demonstrate that they can create profitable markets for their services” (Harper, 2001).  
The reasons explaining why BDS markets for small businesses have not taken off are multiple.  A first element is that most small business people do not consider buying other services different from financial, such as technical or management training, counseling or marketing information.  Thus, convincing them that they need them, or making them actually buy them when they recognize they need the services is an important issue in developing this market.  Second, since micro-entrepreneurs “wear many hats” in their businesses and most BDS are delivered as classes or sessions out of their businesses, the willingness to demand such services is lessened even when they are provided through a subsidized program, because of the high opportunity cost the entrepreneur face undertaking these services.  Another reason is that BDS are more difficult to deliver than financial services, due to the large range of problems the MEs face (Schreiner, 1999) making general methods of training, advice provision, and counseling, unsuited in many cases, reducing the value of the services to the entrepreneurs. It has been proposed that on-call responses to specific problems rather than general instruction can be a more promising area in BDS, but provision also difficulties because the extended trained staff needed to cover such a broad menu of specific problems the small businesses confront with, and the small scale of transactions that would rise the cost of provision of the service.  In addition, deepening human capital in the form of entrepreneurship goes beyond of what can be taught in short curses transferring business skills. In fact, it is more difficult to form an entrepreneur culture and transfer skills than providing financial services like giving loans to purchase inputs (Schreiner & Woller, 2003), although the former is able to provide a long run sustainability of the business rather than a one period benefit.  A final reason is that BDS have been traditionally offered in conjunction with loans and other financial services (Goldmark, 1996), or “informally provided, or are “embedded” or “bundled” within other business relationships” (Harper, 2001).  Thus, many entrepreneurs indirectly demand BDS as an eligibility requirement for receiving another service benefit, like financial resources.   

The preceding discussion exacerbate for survival MEs, and provision of BDS becomes even more challenging, although there are now successful experiences in sustainable microfinance programs over the developing world to support the poor.  First, BDS particularly those to expand their business skills are constrained by their reduced schooling, so the scope of learning that is possible to achieve diminishes.  Second, their opportunity cost of engaging in training programs increases substantially relative to larger enterprises since they generate survival levels of sales and profits, making practically impossible for them to buy the services by themselves.  Consequently, the market for BDS at this level is null. Nevertheless, as for larger firms, this fact does not preclude the essentiality of the services to help enterprises, as a result there is an understanding that BDS must be provided by the support of subsidies at the level of MEs, and efforts toward delivering those services have been made by organizations under different schemes. The question behind the provision of basic BDS is perhaps not whether they can create profitable markets, like those for microfinance, or how to create them, but rather how to deliver them with adequacy and sustainability as to raise peoples’ basic capabilities to take care of their businesses in order to improve welfare, given their limited alternatives for a living in the job markets. 
The Program for Research, Assistance and Teaching of Small Enterprises

PRATS was crated as a CS program in 1999 at the Autonomous University of Baja California (UABC), Tijuana, Mexico with the participation of few students and MEs, but was implemented systematically since 2001 with the support of funds. In the most general way, PRATS has been designed to take advantage of the human and physical capital, as well as other intangible assets already in possession of the Public Universities System. It also attempts to fit the organization and institutional arrangements governing HEI, to the growing concern of the government and other non government organizations about microenterprise development, and on sustainable ways to care for such a broad sector of society. Thus, resources such as faculty, students, networks, facilities, equipment, and other assets become more socially profitable by being optimally used in favor of society (Mungaray, 2002). At the same time, Constitutional commandments embedded in universities are more fully accomplished, such as creating human capital linked to the country’s need, extending the science and technological progress to society, and organizing the constitutional CS as to benefit the unprivileged agents (Mungaray & Ocegueda, 2000). 

The main objectives of PRATS are delivering BDS in situ at no cost to unprivileged enterprises, conduct research on small firm development, and build up a model of teaching, and learning for students in the field of Economics, Business, Management, and surrounding disciplines.  From the HEI perspective, PRATS constitutes a Service Learning approach of teaching, encouraging the students’ professional learning, experience and entrepreneurial skills; and a research-action method of doing research while providing care, thus not only empowering their linkage to society, and the teaching-learning process, but also making pertinent research.  The following Chart represents the main goals of the program, which are consistent with the purposes of the public Higher Education System in Mexico. This creates an institutional synergy in favor of microenterprise development. 
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The program provides the students the opportunity to apply their profession, access their social context, and develop a feeling of affection for their community and the value of solidarity.  Students in PRATS attend the microenterprises for twelve-week period and work as consultants, developing a complete program of data collection, processing and analysis, ending up in a report on the enterprise’s performance to be provided to the entrepreneurs, and comments for improvement. While the students involve with the entrepreneurs, they transfer knowledge, economic and business concepts, and management and technical skills, allowing these agents acquire some human capital that they would have never gotten otherwise. In addition, the in situ assistance constitutes also an on-call response to specific problems the entrepreneurs confront with, where the students can serve as a consultant during the weeks they engage in the enterprise operation.  
The academic, educational and social impact of the project has been attractive to NGO’s, government organizations and some universities, which have provided funds aiming to transform PRATS into a model that enable other HEI to reproduce it as Service Learning program in their respective geographical regions. 
The microenterprise-assistance feature of the program is intended to make free provision of BDS by the students, as illustrated on Figure 2. The main service is training, which is aimed to develop human capital in the organization by transferring accounting, finance, and cost techniques; business concepts, as well as some economic education, as to improve entrepreneurs’ assets for their livelihood.  There is not a specific method of doing this; rather it is a spontaneous process arising naturally as the relation between the students and the entrepreneurs strengthens, and it is enhanced by the entrepreneurs’ interest in learning these techniques as tools for their businesses. 
FIGURE 2: BDS provided under PRATS
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Other services are also provided such as marketing and business advice, where elements like economic and financial evaluation, cost analysis, market analysis, and marketing strategies are introduced to assess the performance of the enterprise. With this, the students as consultants gather elements to provide counsel to the enterprise on how the business can be improved, or whether the business is able to be financed for investments profitably by a microfinance institution.  

Finally, the program makes provision of information particularly on regulations ruling the business environment, financial services from government or non-government programs and institutions, other non financial services, among other useful information not at hands of the entrepreneurs. 
The PRATS Model of Microenterprise Assistance 
PRATS have an operation model executed in five phases:  Students Recruiting, Students Training, Microenterprise Search and Listing, Assistance Stage, and Analysis and Evaluation. These phases are exhibited on Figure 3 next, along with the basic features and instruments used at each stage.    
Students recruiting

The model incorporates students in management, business, economics, and related fields, fulfilling the requirements for CS enrollment, with a background in small firm studies, by having taken or being enrolled in the course Small Firm Analysis.  Participating faculty evaluate students’ applications for the program and schedule a meeting with the students group, which is intended to familiarize with the students and describe the main components of the program.  The meeting is also intended to emphasize the importance of the work the students are doing as part of their CS in favor of the microenterprises.   The students who have enrolled in the program typically have studied careers in the fields of business management, accounting, marketing, economics, and finance, but students in fields such as industrial engineering can be eligible as well.

The training program

PRATS offers training as consultants for participating students trough the course Small Firms Analysis, which yields academic units to students; and through extracurricular sessions as well, right before the assistance stage. The training program is intended to cover some basic elements the students are applying in the enterprises in order to homogenize the framework of concepts among the students of diverse backgrounds. The topics covered relates to MEs development, where the experiences accumulated during the existence of the program play an important role; and concepts of business, finances, economics, marketing, and related subjects.  It reviews many of the skills and techniques studied along the students’ career, using real data from previously assisted small businesses. The training stage sets also the syllabus of what the students are doing and testing in the enterprises. Thus, students in the program not only comply with the compulsory CS to obtain their higher education degrees, but also gain academic units, and develop affection for their community and higher values such as solidarity and reciprocity. 

The training program content may vary, including sections regarding the Macroeconomic and Institutional Context, Market Analysis, Marketing, Theory of Production, Theory of Costs, Finance, and Evaluation of Investment Projects (Figure 3), which are thought by the University’s specialized faculty in those areas, and facilities.  The training program is carried out with the support of an ad hoc book and manual of applications prepared by the faculty which constitute a permanent reference for students.
FIGURE 3: PRATS’ model of assistance
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Listing Microenterpises
One of the disadvantages of some support programs is the need for the entrepreneurs to attend the facilities of the service provider, and not the other way around. This becomes a major element of discouragement for MEs to receive services, since they must abandon their tasks and routines in their businesses. Considering that entrepreneurs in MEs are multitasks: they perform in areas such as management, production, sales, among others; leaving their businesses produces a considerable opportunity cost.  To overcome this, students themselves look for the enterprises during the first weeks of operation of the program, instead of being waiting for the entrepreneurs’ registration.  The students visit marginalized neighborhoods, and proceed by knocking door by door or asking the neighbors about entrepreneurs running small businesses. The enterprises at this level produce indoor regularly, with modest signs advertising the business, or no sign at all, and with out a specific business location. It usually takes time to agree with the entrepreneurs to accept the support, since they are sometimes skeptic about support programs, or refuse to share information because of rivalry with other firms, or because they fear the program is associated to tax collectors and government’s regulators, as some may be operating informally. However, rejection of the service provision is not so frequent, perhaps because the entrepreneurs have nothing to lose and a great deal to gain, and because higher education institutions have good reputation in their geographical areas and are acknowledged by people, so their programs are often welcome, particularly the institutionalized CS. 
The eligible enterprises for the program are those considered as survival units. Following the definition of the IDB (1997), these enterprises operate frequently in the informal sector, whose single owner performs many of the relevant activities in the business, employ predominantly family members, and have no clear separation between the enterprise and the household’s resources.   These units may be regarded as self-employment, in response to the job markets failures and downturn particularly in developing countries, and to the lack of alternatives as employees because they have low schooling and training. This definition is taken to practice by using normative criteria for eligibility as shown on Figure 3, which is applied by the students in their search.  According to this criterion, the enterprises must be located in neighborhoods lacking of some public utilities, official or institutional support by any other program, and formal accounting or management system; and whose owners have no schooling, elementary school, junior high, or high school at most.  The entrepreneurs must lack of any formal education or training in business or related fields, and must be operating by the use of their experience and skills developed in the family or previous jobs.  This criterion makes easier arriving to the most impoverished, assuring the pertinence of the work performed by students, and materializing the social returns of the program. 
The Assistance Phase  
The microenterprise assistance consists of weekly visits to the enterprises where the students get involved in the daily operation of the enterprise, with the consent of the entrepreneur.  The exchanges between the entrepreneurs and the students enhance learning transfers in both ways: form the entrepreneur to the students and vice versa.  The in situ consulting provides some economic education, transmission of knowledge and techniques to those entrepreneurs, enabling them acquire some additional assets to improve livelihoods, with out abounding their business’ routines.  The assistance phase requires the use of a set of instruments and tools to formalize the relation between the entrepreneurs and the University, characterize the enterprise profile, systematize the data collection and report generation, construct statements and indicators to evaluate the productive units, and gather valuable information from the field work the students are doing.  These tools are the Agreement, Diagnosis, Field Reports, Schedule of Indicators, and the Software for Microenterprise Assistance (SAM), listed and described on Figure 4 next. 
As the assistance goes on, the consultants register and collect data, and train the entrepreneurs perform these tasks as to introduce in the organization the use of information for the decision making, the control of operations, and the performance assessment of the enterprise. Unfortunately, most of the microentrepreneurs at this level rarely know about the real figures of their businesses, as consequence they do not keep track of their costs, revenues and profits, as long as the activity provides for a living.  Thus, a first impact in the entrepreneur is realizing on the enterprise real figures.  
The students not only practice the concepts reviewed in class, but live invaluable experiences in the real world from the entrepreneurs, whereas the entrepreneurs learn useful concepts and techniques to apply in their business.  The students are required to collect data on production, costs, sales, working hours, assets, number of workers, prices and wages. In addition, they are also required to collect qualitative data such as the socioeconomic characteristics of the firms, the marketing strategies, markets, production processes, and other information that may be useful.  Although most of the MEs in the program do not register their operations and have no historical data because they lack the entrepreneurial skills and expertise, collecting data for these enterprises is feasible though the use of the instrument Schedule of Indicators by the students, which is described next on Figure 4. This tool allows registering the daily operations of the enterprise, and managing data in reports and statements as desired.  The information generated and processed in the context of PRATS is inedited; there is not other data source in Mexico at such a disaggregated level enterprise-by-enterprise. 
Analysis and Evaluation

At the end of the assistance period in the enterprise, students analyze the data they collected in order to assess the enterprise formally for a written report.  This stage is developed by the support of the Copy righted Software for Microenterprise Assistance (SAM) described on Figure 4. The software generates economic and financial reports such as Cost Analysis, Income Statement, Net Cash Flows, Proforma Income Statement, and Analysis of Financial Ratios and Break-Even Point.  

FIGURE 4:  PRATS’ instruments
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Then, the software performs the economic and finance assessment of an investment financed hypothetically to promote the enterprises growth and profits, under two financing scenarios: commercial banking and government microfinance institution.  The indicators provided by SAM are Net Present Value, the Period of Investment Recoup, and the Profit to Cost Ratio, which determine whether the enterprise is able to repay the loans and be better off.    The result is written on a report signed by the University which certifies that the enterprise was enrolled in the support program, and specifies an amount of microfinance the enterprise is able to handle with out risk of getting worse off. 
Assessing  PRATS

There is not a definite answer in how to perform assessment on programs for enterprise support, particularly in the case of MEs at such a micro level. The impact tracking system reflects the diversity of the supported microenterprises and the programs’ mandates, and includes generally qualitative and quantitative indicators to estimate either economic, finance or social impact over certain levels such as the enterprise, the household, and the community levels. (Hyman & Dearden, 1998). In practice, each particular program has either a particular set of indicators at the best, or no evaluation system at all.  PRATS was evaluated at its initial stage during 2001-2002 as requested by sponsors.  An extensive overall assessment is not available yet, since the program does not have a consolidated data base, due to the fact that efforts during these six years horizon have been to spread and diffuse the program wherever has been possible. Research is currently on progress, first to consolidate a unique data base for all regions, and then to perform the extensive assessment. The available indicators at the present time are the number of supported MEs, the number of participating students, and the number of regions covered; and also a couple of  evaluations from the enterprises perspective. 
According to Figure 5, a total of 1573 MEs have been supported by 981 students working as consultants. The number of supported units increased substantially from the initial period 2001-2003 to the period 2004-2007, because of the extensive diffusion which permitted implementing the program in an increased number of cities of four provinces of Mexico distributed country wide: Baja California, Mexico City, Nayarit and Yucatan (Figure 6).  The figures of Baja California are of particular magnitude, about 85% of the supported enterprises and 89% of the participating students. Three more regions are being incorporated on August 2007: Sonora, Baja California Sur and Sinaloa.      
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The assessment of the program from the point of view the enterprise performance included two methods: estimation of learning curves and the social returns of the extension activities, considering a sample of 100 MEs in the period 2001-2002, which fulfilled the requirement of having at least six weeks of working days of data in order to track the enterprise performance.  According to the first method, the most rigorous criteria suggested that 30% of the enterprises in the sample showed learning, that is, a reduction of the average cost over the analyzed period (Mungaray,  Ramirez-Urquidy, Texis, Ledezma & Ramirez, 2007) The later estimated on average a 3% returns in terms of revenues during the period the MEs were supported.   The incorporation of more data in to the analysis promises to provide more insights on the program’s overall impact. So far, the program has shown a great ability to provide support to poor MEs in a more massive and economical way than any other mechanism, which constitute desired features of any subsidized program looking for generating impact.      
Final Remarks 
Unemployment, underemployment, and poverty has exacerbated in the past decades in most regions, particularly in developing countries.  Two tendencies have contributed in this problematic: the mismatch between the job markets requirement of human capital, and the prevailing uneducated labor force, keeping large segments of population away from formal employment.  People have carried entrepreneurial activities for making a living by establishing MEs and taking advantage of some skills learned in previous jobs or in family. As larger firms, these enterprises require a package of services to succeed in the market, particularly the provision of human-capital-related services.  Education can be considered a public good because of its large external effects, thus its provision has been, either totally or partially subsidized, or also provided by markets.  Agents require an investment to acquire education and training for their livelihoods, most of it taking the form of opportunity cost.  Poor people is not able to cover this investment and have to rely on basic education, in-job training, own experience, and some skills learned in their lives. A great deal of the most general skills, knowledge, and information required to succeed in markets are simply absent in these people’s assets, making their provision a basic right and component of human development.  Schemes should be developed in order to provide basic BDS off the market in order to get many MEs in the market.  PRATS has played a role in this discussion by delivering economically BDS to this segment of MEs, constituting a model of what a HEI can do as a reciprocity act based on the CS, where privileged agents having received higher education compensate the underprivileged that have not been able to invest in human capital.  The program has shown its ability to take advantage of human, institutional and physical resources already released to HEI to support this segment of enterprise extensively, as to make less critical the use of resources in the form of subsidies.  
There is much to argue on the benefits to MEs derived from a support program like PRATS with the participation of final year students, as may be there skeptic arguments as well.  Perhaps one of the most convincing is the argument that transfers of knowledge from students almost awarded with a higher education degree to untrained and low-educated entrepreneurs having low human capital may bring large returns in terms of performance improvements in the MEs. These knowledge spillovers may take the form of basic principles of business related topics, unsophisticated ideas, advice, hints, technical aspects, including motivational stimulus, and some general economic education to improve decision making. A some what similar reasoning applies in situations where the entrepreneurs are engaged full time in a routine of production-distribution in their business, and have no time left to do the planning and think about how to do things better as to rise profitability. It may be that entrepreneurs reach a point where no new ideas are generated due to fatigue. The consulting services by the students focused naturally on the planning and serve as a refreshing flow of ideas complementing the experience of the entrepreneurs and bringing good consequences on the firm performance.  
The normative implications for development of the thoughts derived in this paper are particularly important to developing countries, whose resource constraints require policy innovation and the design of strategies improving the efficiency of resource allocation to serve MEs. Community Service programs like PRATS have the potential to benefit developing countries in three ways: by deepening the social returns of public resources devoted to higher education, complementing industrial policy with specific programs providing BDS economically, suitable to the increasing sector of MEs; and by highlighting the social relevance of the work done by higher education institutions.  
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Consultants 50





Yucatán 


Enterprises  40


Consultants 20





México City


Enterprises 80


Consultants 40





Baja California 


Enterprises 1344


Consultants 871





Sonora





Baja California Sur





Sinaloa
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