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Abstract

Small and medium forest enterprises (SMFEs) campte the sustainable use of
forested ecosystems, while also contributing tditredihoods of forest-dependent
people. SMFEs often face several challenges tihaatidn their ability to develop and
grow, therefore, they usually require support @iorming the Business Environment
(BE), accessing Business Development Services (B@8d obtaining Financial
Services (FSs). According to the literature, in Gaambia, the environment for
community forestry has improved and communitiesshaceived training for developing
sustainable SMFEs. Nevertheless, more informatioreeded about the challenges

facing these enterprises, especially with regattiedr access to FSs.

This qualitative research had three objectivesddntify the opportunities and limiting
factors facing SMFEs regarding the BE of The Ganbjaletermine the opportunities
and constraints of SMFEs concerning their busidesglopment and their need for
BDSs; and 3) evaluate the accessibility to FSSMFES, and determine strategies to
improve the delivery of these services. A multipdse study approach was employed. In
total, 16 SMFEs and 14 financial institutions wstedied in the Western Region of The
Gambia.

Results indicate that the government has exerfegbsive impact on the studied SMFEs
by devolving land tenure to local communities, dedpwith capacity building and
support activities, and the application of simplifiregulations. Associations of
enterprises have been valuable in supplementingrgawent efforts. Nevertheless, ill-
conceived policies tied with weak enforcement, gption and illegal activities, are
major limitations still confronting wood-related $¥s in the BE of The Gambia. The
studied enterprises are at different stages im thainess development; nevertheless, all
revealed the need for a continual provision of BO&S®ncerning FSs, our data show that
SMFEs have easy access to deposit accounts, laulif@itations when accessing credit,
especially from banks. Cooperative credit uniongehzeen notable in providing loans;
however, NGOs, associations, and government psofente taken the lead in delivering
credit-only schemes.



This study offers an updated view of SMFEs in TlarBia and illustrates some of the
major challenges still facing them. Additionalliyjs a contribution to the literature on

small-scale forest enterprises and microfinance.
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1 Introduction

This dissertation presents a study about smalhaedium forest enterprises (SMFES)
operating in the Western Region of The Gambia. iitreductory chapter provides a
brief overview of SMFESs; their definition, signiiace, challenges facing them, and
mechanisms for supporting them. The second seetiplains forest management in The
Gambia and describes government efforts to pro@®MEESs. Finally, the main

objectives of this study are presented.

The second chapter details the methodology empjaesteral approach, selection and
description of cases, data collection, and datéysisaThe third chapter presents the
results, which are classified in two subsectioroeding to the source of data: those
collected from the case study SMFEs and thoseatetldfrom financial institutions (FIs)
in The Gambia. The fourth chapter discusses themfiadings of the study, and is
divided in three subsections that correspond th e&the objectives stated in the
introduction. Finally, the conclusion summarizes thain findings and implications of
this study, provides recommendations for the gawemt and other actors, discusses the

main methodological limitations, and suggests afeaiirther research.
1.1 Small and Medium Forest Enterprises (SMFES)

More than one billion people rely on forests fostsining their livelihoods, and the
majority of these live in intense poverty (FAO 2p08mall and medium forest
enterprises (SMFESs) can play an important roleramting the sustainable use of
forests, and can be a strategic mechanism for neglpoverty (Donovan et al. 2006).
SMFEs are difficult to characterize as there ionsensus on a definition (Kozak
2007a). For example, Macqueen (2008 p. 1) defihiSE3 as “business operations
aimed at making profit from forest — linked actyyiemploying 10 — 100 full time
employees, or with an annual turnover of US$ 10;005$ 30 million, or with an
annual round wood consumption of 3,000 — 20,080 Whis definition excludes smaller

enterprises in terms of employees, production ofitpso for the purposes of this thesis,
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| will also use the concepts provided by Spantigati Springfors (2005) and Kozak
(2007a) which are more comprehensive. SpantigdtiSpringfors (2005) consider that
forest-based small-scale enterprises mainly odctinesfamily or household level,

usually employing family members as labour, gemgtaking place in rural areas, using
simple technologies, and frequently being seas#tmdak (2007a) expands this concept
to enterprises that employ a small number of pedpleeventually can grow and become
larger businesses. Kozak (2007a p. 3) states M&RES “share in common an
engagement in forest-based activities as theirgmyrsources of income, but these
activities are virtually limitless.” This means tHarest enterprises can produce a great
variety of products and services that range franbér and wood commodities, to non-

timber forest products, to ecosystem servicestbkesm and carbon sequestration.

SMFEs can directly contribute to the well being &welihoods of forest-based
communities by offering employment, generatingraliéive sources of income (May et
al. 2003, Donovan et al. 2006, Kozak 2007a, Macq@€4.0), creating local wealth, and
empowering communities (Osei-Tutu et al. 2010). &@mple, in Nepal, forest
resources are an important source of revenue fay maal inhabitants, who depend on
the collection of non-timber forest products totaurstheir living (FAO 2009). Besides
these social benefits, SMFEs are also a promigntigrofor the long-term maintenance
of forests, since they can be managed in a sublaiaad conservation-oriented way
(Donovan et al. 2006, Kozak 2007a, Macqueen 2007 d&prest rich areas, SMFEs have

been instrumental for biodiversity conservation (Mo et al. 2007).

Throughout the world, SMFEs are numerous and wigegh In some developed nations,
they contribute significantly to employment (KozZ2l07a) and play a central role in the
forest sector of most developing countries. “Roagtimates suggest that they make up
80 — 90% of forestry enterprises and over 50% efitihest sector employment in many
developing countries” (Macqueen 2008 p. 1). FongXa, in Ghana, SMFEs provide
direct and indirect income to approximately thraiom people (Osei-Tutu et al. 2010).
Similar trends occur in Brazil, where more than 98%vood processing and furniture
producers are small or medium sized (May et al320énd in Mozambique, where
99.9% of forest businesses are estimated to be SNI¥ancale et al. 2009).



Although SMFEs generate a significant impact infirest sector of many developing
economies, paradoxically, they face several chgéierthat threaten their ability to
develop and grow. Deficient access to finance istrared as one of the most limiting
factors and is commonly cited as their principadtable (Auren and Krassowska 2004,
FAO 2005, Hill et al. 2007, Kozak 2007a, Kambewd &hila 2008). SMFESs require
financial services for starting-up, running, an@ugaling their businesses (Donovan et al.
2006, Kozak 2007a). As these enterprises are dgnkr@ated in rural and remote areas,
the transaction costs of providing financial seegito them tend to be very high
(Spantigati and Springfors 2005). Also, in manyesashey cannot provide collateral,

which affects their capacity to obtain loans (Auaenl Krassowska 2004).

SMFEs in developing nations frequently exist inligmging policy environments

(Molnar et al. 2007) with excessive state bureary;ra lack of stable regulations, and
poor infrastructure (Macqueen 2007a). They oftek Eclear and secure ownership over
forest resources, thus having to deal with unaggaiver access to raw materials (Spears
2006, Kambewa and Utila 2008) and frequently exgmeing shortages (Spantigati and
Springfors 2005). A great number of SMFEs carrytbetr operations within the

informal sector (Mayers 2006, Kozak 2007a). Thep dhce constraints related to
business performance. They often lack managenaity and suffer from deficient
internal organization (Spantigati and Springfor@2MDonovan et al. 2006, Kozak
2007a). “Most SMFEs exhibit limited strategic buesa planning and communication
skills” (Donovan et al. 2006). Additionally, theypically deal with poor market
information, low negotiating power, deficient busss skills, and technological
limitations (Spantigati and Springfors 2005, Macgu@007a).

Macqueen (2008) states that the central probleBMFES is their “lack of
connectedness.” He explains that these enterpareefsequently isolated and
disconnected from markets, from financial and bessndevelopment services, and even
from each other. Macqueen (2007b) suggests thatabk of connectedness can be
partially addressed by the formation of associatievhich can assist SMFEs in facing
contingencies, influencing the development of adégpolicies, and reducing the

transaction costs of delivering services to them.



The main components for assisting SMFEs have hdaondqueen 2008):
1) Support for changes within the Business Envirent(BE);

2) Support for the provision of non-financial Buss#is Development Services
(BDSs); and

3) Support for the provision of Financial Servi¢ESs).

The Business Environment (BE) has been defineteabrbad range of external elements
that influence the performance of a business. Th®Ba country is influenced by the
values and attitudes of citizens towards the rbgowernment, markets,
entrepreneurship, and collective action, amongret(White 2004). Specifically, it
includes contextual elements like the legal andleggry framework, the
macroeconomic structure, the level of governaned,the organizational framework
(White 2004, Macqueen 2008). Beck and Demirgtic-KB004) highlight contract
enforcement, clear property rights, and low erdsywell as exit costs for companies, as
important indicators of the BE. These authors arlaat an effective BE increases
economic growth, and therefore, it is a charadiered successful economies. Reforming
the BE of a country requires a holistic and intecteral approach with a long term vision
(White 2004). Macqueen (2008) mentions that SMREsvary reliant on the stability of
this external environment; however, Donovan e{2)06) also explain that an
appropriate BE is not the only factor determinidFES’ success, as these enterprises

often require additional support for overcomingeimial and managerial weaknesses.

Business Development Services (BDSs) refer to ¢mefimancial inputs that enterprises
require to improve their operations (Goldmark 20@6) become more competitive
(Altenburg and Stamm 2004). “[...] entrepreneursib$iaes and shapes face a number
of internal and external constraints, and may reseess to services other than credit if
their businesses are to survive and grow” (Goldr2@06 p. 194). BDSs can be targeted
towards various activities in a business, suchrasption, market information, product
design, planning, financial management, technobugpess, legislation compliance, and

skills development, among others (Macqueen 2008yTan even include training in
4



general education, such as nutrition, literacy, laeath (Goldmark 2006). Referring to
SMFEs, Donovan et al. (2006) explain that theseices have been mainly focused on
technical and sustainability aspects, ignoring aengeneral business approach.
Traditionally, BDSs have been provided by governtmamd highly-subsidized
programs; however, a paradigm shift calls for aevedfective, privately-run, and
market-based delivery of these services (Altenlaundy Stamm 2004, Donovan et al.
2006, Macqueen 2008).

Financial Services (FSs) not only include the psmn of credit, but also insurance,
leases, savings and/or money transfers. Theseecafidsed by various Financial
Institutions (FIs) that have different ranges ahfality which “[...] depends on the
sophistication of their organizational structurel governance as well as the degree of
oversight or supervision by governments” (Helms&p035). Private and public banks
are generally the most formal types of Fls, whepemperative financial institutions,
NGOs, and nonbank financial institutions are less'At the informal end of the
spectrum, there are moneylenders, community sawilugs, deposit collectors, and
agricultural input providers, traders and processgtielms 2006 p. 35). In practice,
these categories are flexible and vary by contégims (2006) states that, in some
countries, such as Ghana or the Philippines, sl banks can be fairly informal,
while an NGO in Bangladesh can have a high dedrémmality.

FSs can significantly improve the livelihoods obppeople, as these services enable
coping with uncertainty and hard times, help wildinping, and allow entrepreneurs to
achieve their full potential (United Nations 200@)taditionally, low income people in
developing countries have often employed the sesvidfered by non-formal financial
institutions, since the outreach of formal orgatiaes has been limited (Helms 2006).
During the past two decades, banks and other fopnoaiders have expanded their
services to more economically disadvantaged logat{blelms 2006), and microfinance
has gained traction globally (Goldmark 2006). Hoare¥n some economic contexts,

formal financial service providers are still venpited and weak (Macqueen 2008).



SMFEs require an appropriate business environraedtthe provision of adequate
financial and business development services, angakfactors for their stability,
success, and continual improvement (Auren and livesisa 2004, Macqueen 2008).
Donovan et al. (2006) mention the role of governneieveloping an enabling BE,
which involves clear land tenure rules, simple psses concerning business registration,
and the provision of financial incentives, amonigeotaspects. Additionally, these

authors mention that financial and business ses\pceviders can assist SMFESs in

overcoming particular challenges.
1.2 The Gambia

The Gambia is one of the smallest nations in Afviith a land area of 11,300 KigBruni
and Grouwels 2007). Its population in 2009 was hbyid.7 million people, with more
than 40% living in rural areas (The World Bank 20The country is divided in five
regions and one capital city, Banjul. Each regias &n administrative headquarter, as
detailed in Table 1.

Table 1 Regions of The Gambia and their corresponding agtnative headquarters

Regions of The Gambia Administrative headquarters
Lower River Region Mansa Konko

Central River Region Janjanbureh

North Bank Region Kerewan

Upper River Region Basse Santa Su

Western Region Brikama

Figure 1 shows the location of some of these aditmative headquarters.
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Figure 1 Map of The Gambfa

The Gambia is considered by The World Bank to lmnvaincome country, with 60% of
its population living below the poverty liheDuring the last decade, an increasing
number of people have accessed basic sanitatidiiéscand water sources (The World
Bank 2011).

According to the 2007 report of the Central BanKbé Gambia, the GDP of this
country has been growing steadily. In 2005, itsaghowas of 6.9%, 7.7% in 2006, and
6.9% in 2007 (Central Bank of The Gambia 2007). Wwrld Bank (2011) reports that,
in 2009, the GDP in The Gambia was $US 733.5 miléad its per capita GDP was $US
440. Agriculture contributes 27% of the GDP; oftproportion, crops production
contributes 21%, while forestry accounts for ldemt1%. Tourism is the fastest growing
sector in the country, and most of the Gambian viorge is directly or indirectly
employed in this industry (Central Bank of The Gaar2007).

! Map obtained from: http://www.sandwatch.ca/ima@bef20Gambia/gambia%20map.gif
2 Last data correspond to 2003. The poverty lifS 2 per day.



1.2.1 SMFEs in The Gambia

Forests cover 43% of The Gambia, “but less tharoBghis area falls into the category of
closed woodland while 78% of it belongs to thatreé and shrub savannah” (Thoma and
Camara 2005 p. 1). During the last century, thedtad area has decreased mainly due to
fires, expansion of farmlands, and the unsustagabé of timber and non-timber
products (FAO 2005)This deterioration of natural resources was pdytdule to a “top-
down forest management approach” by the ForestpaBment (FAO 2005, Thoma and
Camara 2005), but fortunately, the Gambian adnmatish has recognized the

importance of implementing a more collaborativatstyy.

Since the 1990s, the Forestry Department of Thelfmhas been a pioneer in Africa in
the promotion of joint forest management betweengibvernment and forest-based
communities (FAO 2005). The establishment of comitydarests (CFs) was the
instrument by which the government distributed $otenure into the hands of
communities, with the objective of engenderingtierest in the conservation and
sustainable use of natural resources. With theqserpf training and preparing villagers,
and ensuring their meaningful participation, thetedjation process takes five years to be
completed and is implemented in three main phdgebe start-up phase, where
villager’s organize themselves, identify the forasda, and prepare an initial forest
management plan; 2) the preliminary phase, whamaanities demonstrate their
capacity to manage resources in a sustainable mamk3) the consolidation phase,
where villagers finally acquire the ownership rigbier the forest resources (Forestry
Department of The Gambia 2005).

In 1991, the CF concept was first implemented aimgte 1996, it has been expanded to
the rest of the country. As of 2005, more than 2fl@ges in The Gambia were involved
in this initiative and “it has shown that once Ibcammunities have recognized the value
of trees and forests, they will develop a vestégrast in their protection as permanent
sources of income and/or livelihood” (Thoma and @ear2005 p. 5).



The Forestry Department has also worked on promativd developing SMFEs. In 2001,
with the support from the Food and Agriculture Qnigation of the United Nations
(FAO), the Forestry Department implemented the MaAnalysis & Development
(MA&D) methodology, a tool that aids communitiesplanning forest-based enterprises.
The MA&D is put into practice in different stageaking into account four aspects of
sustainability: social; environmental; market; aachnological. A pilot phase of the
MA&D methodology began in 2001 in the Western Ragi the country and, because
of its success, was later implemented in the Ld®ieer Region and in the Central River
Region (FAO 2005). In total, 26 villages that “mgaa total forest area of 3,309.3 ha or
about 11% of all participatory managed forestsras@nt” (Thoma and Camara 2005 p.
8) were trained. Of these, 14 are in the WestegidRe six in the Central River Region,
and the other six in the Lower River Region.

The implementation of this methodology ended in &aber 2004. 72 community-based
enterprises were created in 26 villages and 11ymtsdvere effectively marketed (FAO
2005, Thoma and Camara 2005). These enterprisdagegaoods and services like fuel
wood, honey, timber, handicrafts, ecotourism, alhp and tree nurseries, among others.
“Beekeping was assessed to be the most highly oleeeIMA&D activity in the

country” (FAO 2005 p. 7). Two associations wer@ aseated, the Jamorai Timber and
Firewood Federation (JATITIF) and the Forest Kangokafo (Thoma and Camara
2005, Bruni and Grouwels 2007).

Donovan et al. (2006) cited The Gambia as a prixaen@le of a country that encourages
the emergence of SMFEs. According to Bruni and @mris (2007 p. 5), “the

institutional environment related to community f&irg is very well developed [...].” The
government has worked over several years to empocovemunities, and land tenure
rights are clear. The MA&D methodology has alsorbeery important in the generation
of SMFEs, supporting several communities in saigciand marketing products,
developing enterprise plans, acquiring social dgwalent skills, and gaining technical
skills for running businesses. However, anecdot@ence suggests that SMFEs in The
Gambia are experiencing difficulties in accessingricial services which are vital for

their stability, growth, and expansion. Many of #rgerprises formed by the MA&D
9



model sought out further financial resources framations, local funds, and individual
contributions. Nevertheless, “none of the entegarso far made use of a bank loan,
involved outside partners in business or offereateshto potential investors” (Thoma and
Camara 2005 p. 16). Camara (2009) states thahattenal organizations and NGOs
supporting the development of SMFEs in The Gamhbaukl have, as one of their
priorities, the promotion of linkages between loeatrepreneurs with microfinance
institutions and other service providers. Thera reeed for more information about the
connections that exist between FIs and SMFEs inQdmabia, since very little has been
documented about these enterprises access toheSmurces of credit that they may be

using, and the possible financial struggles thay tturrently face.
1.3 Objectives

The purpose of this multiple case study is to egpaur knowledge about the general
situation of SMFEs in relation to the BE and theged for BDSs in The Gambia. This
study aims to identify their most common limitatosnd the essential factors leading to
their success. Additionally, another objective Ww# to evaluate SMFES’ accessibility to
FSs, specifically savings and credit services. Tésgarch aims to gain a better
understanding about possible ways in which thevdgliof FSs to SMFEs could be

improved.
The main objectives are to:

1. Identify the opportunities and limiting factors fiag SMFESs regarding the BE of The

Gambia, especially with respect to government dts,

2. Determine the strengths and constraints of SMFHEs mespect to their business

development and their need for BDSs.

3. Evaluate SMFEs’ accessibility to FSs, and deterrstregtegies to improve the

delivery of these services.
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2 Methods

2.1 General Approach

The objectives of this study were threefold: lidentify the opportunities and limiting
factors facing SMFEs regarding the BE of The Gamdxspecially with respect to
government activities; 2) to determine the stresgthd constraints of SMFEs with
respect to their business development and thet feeeBDSs; and 3) to evaluate
SMFEs’ accessibility to FSs, and determine strattp improve the delivery of these

services.

A gualitative research strategy was employed irotd address these objectives, since
this study met a number of characteristics condutovhis type of approach as stated by
Creswell (2003). Specifically, the study: took @ac a natural setting and not in
laboratory; employed multiple sources of data; ased on the interpretation of
participants; was mostly interpretive; and recogdithe role that the researcher plays in

shaping and influencing the study.

This investigation employed a multiple case studgtegy, which is defined as “a
qualitative approach in which the investigator exes [...] multiple bounded systems
(cases) over time, through detailed, in depth dalizction involving multiple sources of
information (e.g., observations, interviews, audiaal material, and documents and
reports), and reports a case description and casediithemes” (Creswell 2007 p. 73). A
multiple case study allows the researcher to ingats general conditions or specific
issues among a population (Stake 2005). It is asdul for collecting a wide range of
perspectives (Creswell 2007) that enable compasismbe made and the possibility of

finding common or contrasting patterns among tlsesa
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2.2 Selection and Description of Cases

2.2.1 Small and Medium Forest Enterprises

This investigation aimed to collect data from fuoning forest-based enterprises as a
means of providing insight into the factors that emrrently affecting operational
businesses. Purposive sampling was employed totsb&ecases. SMFEs were chosen
according to their geographic location and the potglthat they manufacture. This study
limited its scope to enterprises operating in comitnes located in the Western Region
of The Gambia. Four local villages that own comnforests and where MA&D
methodology was applied were selected. Based omaltemd Camara (2005), | assumed
that villages with CFs in which MA&D was applieceanore likely to encompass
functional forest-based enterprises than other conitnes that did not receive this

training. The characteristics of these villaba®e summarized in Table 2.

Table 2 Characteristics of the case villages participatintnis study. Populations and CF sizes

obtained from Thoma and Camara, 2005.

- Villages
Characteristics
A B C D
Population 3,311 208 490 422
CF size (he 450.] 89.2 10€ 14C
Accessibility Eas) Mediunr Mediunr Difficult

Table 2 shows that Village A has the largest pdmraand also the biggest CF area,
while Village B has the smallest population andatéa. Villages C and D are similar
with respect to their populations and forest sikeshis table, accessibility is a
gualitative assessment employed in this researcateferring to the relative distance
between the community and the main road, as wehesase with which villagers can
reach this main road. Easy accessibility meansthigatillage is located beside the main
road. A medium ease indicates that the commungyusited two or three kilometres

away from the main road, with a dirt access roatfiddIlt accessibility refers to villages

% The names of these villages are not revealedssaearch offered them confidentiality.
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that were located more than five kilometres awaynfthe main road, with a dirt access

road. Within these four communities, | aimed tdune the widest variety of SMFEs as

possible, as shown in Table 3.

Table 3Number of SMFEs included in this case study, cleegkby village and type of

enterprise. Each + sign represents one enterprise.

Villages
Type of SMFEs Total
B C D
Firewood + + n 3
Ecotourism + 1
Beekeeping + +++ 4
Handicrafts + 1
Branch-wood +++ + + + + 7
Total 4 2 3 7 16

In total, | researched 16 enterprises that focuBvendifferent activities. Table 4 details

the activities that each type of enterprise caiwigs

Table 4 SMFEs included in this study, classified by typeaofivity and ownership.

Type of . .
SMFE Activities Ownership
Splitting wood from ded trunks, for sale in loc: .
Firewood markets as fuel wood. These enterprises use Cogcvrglejgny
resources from community forests.
Lodging tourists and providing them with varic Communit
Ecotourism  recreational activities based in the forest, in the owned y
river, and on the traditional culture.
In.stallation of wooden boxes used as-.hives Individually
Beekeeping with the purpose of honey (and occasionally wax) owned, except

production. These boxes are installed in mangroves Village B

near the villages. enterprise.

Production of furniture (i.e. chairs, tes, beds Individuall
Handicrafts  from Rhun palm leaves. The raw material is not owned y

collected from community forest areas.

Collecting dead branches and selling them as Individuall
Branch-wood wood in local markets. The majority of enterprises owned y

do not use resources from community forests.
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For the purpose of assisting readers of this dstsen, each studied case was assigned a

unique code, as detailed in Table 5.

Table 5Codes to identify the SMFEs included in this study.

Villages

Type of SMFE

B C D
Firewood F1 F2 F3
Eco-tourism E1l
Beekeeping Bl B2, B3, B4
Handicrafts H1
Branch-wood gwé BW2, BW4, BW5 BW6, BW7

2.2.2 Financial Institutions

Fls in this study were selected according to theagraphic range and the type of
financial services that they offer, either comma&rbianking or microfinance. This study
included Fls that have offices in the main urbaeaarn(Banjul and Serrekunda), even
though they may also have had branches in othenegf the country. The study
focused both on commercial banks and microfinansgtutions (MFIs) in order to
collect as broad a range of perspectives as pessibtotal, 14 Ffswere included in this
research, classified as six commercial banks agtat enicrofinance institutions. For the
purpose of assisting readers, each Fl was idemtifjea specific code, as detailed in
Table 6.

* The names of these Fls are not revealed, asatésrch offered them confidentiality
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Table 6 Codes to identify the Fls included in this studyg approximate number of years in

operatioR.
Type of FI Code vears ' "
operation
CB1 From 10 to 15
CB2 Less than 5
Commercial CB3 From 5to 10
banks CB4 Less than 5
CB5 More than 30
CB6 From 10 to 15
MF1 From 20 to 25
MF2 Less than 5
MF3 From 20 to 25
Microfinance MF4 From 10 to 15
institutions MF5 From 10 to 15
MF6 More than 30
MF7 Less than 5
MF8 From 10 to 15

Out of the eight microfinance institutions illuged in Table 6, four (MF1, MF2, MF3,
and MF4) are Non-Bank Financial Institutions (NBRthile four (MF5, MF6, MF7, and
MF8) are government projects with credit lines. M#l MF5 are institutions that
promote and oversee the development of communggd&ls. Additionally, MF7 and
MF8 do not provide credit directly to individuatsnce they offer their services to other
MFIs in The Gambia. MF8 is in the process of transiing into a Fiduciary Financial

Institution.

® The exact years of operation have not been spddifiie to confidentiality.
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2.3 Data Collection

The field work for this project was carried outhiabruary and March, 2010. Data were
collected from multiple sources, including intewge focus groups, documents,

observations, and photographs. Each is discussednn

Interviews: Semi-structured interviews comprised the mairre@of data collection. In
the case of SMFEs, they were carried out one-onagtievillage leaders, members of
Village Development Committees, and owners of gmigees and/or enterprise members.
The majority of interviewees did not speak Englsha translator was frequently
required. Most interviews took place inside theimiewees’ homes or nearby. For the
most part, interviews were held privately, but diew occasions, individuals from the
community gathered around as spectators.

The interviews covered topics related to the emisep’ financial situation and access to
financial services, information regarding compesitand general business operations,
training that has been received and/or is requard,policies and regulations that may
be affecting the enterprises. The SMFE intervieatgrol can be found in Appendix A.

Table 7 summarizes the number of interviews camwigdvith each enterprise:

Table 7 Interviewees and number of interviews carried oitth wach SMFE.

Village SMFE Interviews Interviewee
A F1 1 Village leader
Village leader and two community
El 3
5 members
B1 3 President, secretary, and member of the
enterprise
Village leader, village Development
Committee secretary, Community
F2 4 -
C Forest Committee secretary, and
former secretary
BW4, BW5 2 Business owners
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Village SMFE Interviews Interviewee

Village leader and Community Forest

F3 2 Committee President
D B2, B3, B4 3 Business owners
H1 1 Business owner
BW6 1 Business owner

In order to triangulate the data and collect aetgrof perspectives about the enterprises,
interviews were also carried out with directors amdcutives of three associations to
which some of these enterprises belong. This téatepfor firewood, beekeeping, and
tourism enterprise associations, but not for tiewotypes of enterprises, since they were
not part of any specific association. For reasdreoofidentiality, the associations

included in this study are identified with specifiedes, as detailed in Table 8.

Table 8 Codes to identify the associations included in shigly.

Association Code
SMFE Association #1 Al
SMFE Association #2 A2
SMFE Association #3 A3

In total, | interviewed 23 people from enterprisesl associations. The length of the
interviews varied greatly, with the shortest onsmbden minutes in length and the
longest taking 90 minutes. The average durationo#&8 minutes. All interviews except
oné were recorded on a digital recorder, but onlyragtech individual granted his or her

permission.

Semi-structured interviews were also carried o@-on-one with representatives and

executives of Fls. The interviews examined the $ygieproducts and services that the

® This interview was with a Village leader. He waswold, and | considered that he might feel

uncomfortable with the tape recorder, so | didus it.
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institutions offer, who their main customers aheit perceptions about rural clients and
SMFEs, and finally, the willingness of the institut to invest in rural areas and forest-
based enterprises. The Fl interview protocol cafobad in Appendix B. In total, 14
interviews were carried out, one with each FI repngative. All of them were held in
English. The average interview length was 45 miswAd! of these interviews except

on€ were recorded after each interviewee grantedigopermission.

Group interviews and focus groupsOther important sources of data on SMFEs were
group interviews and focus groups. Focus groupsigdy consist of seven to ten
participants (Henderson 2006) and allow “the redeavinterviewer to question several
individuals systematically and simultaneously” (Beh2007 p. 308). For the purposes of
this research, group interviews are similar to fogtoups, but are composed of less than

seven respondents.

During the group interviews and focus groups, leemaged the involvement of
participants by continuously probing different meargof the group. The topics covered
were based on the SMFE interview protocol. As npasticipants did not speak English
fluently, a translator was employed at all tim@stdtal, four group interviews and two
focus groups were carried out, with an averagetaduraf one hour and ten minutes.

These are more thoroughly described in Table 9.

Table 9Focus groups and group interviews that were caoigdvith SMFEs.

Focus Groups

Vilage  SMFE Respondents Participants
B E1 Comml_mlty mem_bers that collaborate with the Nine
enterprise operations.
c 2 Community members that collaborate with the Seven

enterprise operations.

" This interview was with a bank executive. He did grant his permission to be taped, stating thiat t
was an internal policy of his institution.
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Group Interviews

Village = SMFE Respondents Participants
Community members that collaborate with the
F1 . : Four
enterprise operations.
A BW1, Women involved in branch-wood production.

BW2, Each answered about their particular enterprise, so Three
BW3 information was obtained on three enterprises.

£3 Community members that collaborate with the Six
enterprise operations.

D Women involved in branch-wood production. One
BW6 individual dominated most of the dialogue, so data Three
were only obtained on one enterprise.

In all of the group interviews but one, the majpof participants contributed to the
dialogue. The group interview for branch-wood emtises in Village D was the
exception, since the conversation was mainly cdiettdy one individual. As a result, |
could only obtain information about one branch-weotkerprise instead of all three, as

was originally intended.

Documents:Documents pertaining to the enterprises and thevEre also collected
whenever possible. These were important becaugeatlmsved for the triangulation of
information and provided useful contextual dataddretter understanding of the cases.
These were generally used during the data angiisise. Some of the collected

documents included:

» Forestry Department format for Enterprise Developihidans (Jombong Bantang

Cultural Camp and Buram Honey Enterprise);
« 2006 MA&D assessments in the studied communities;

* Community Forestry Implementation Guidelines, Foge&uidelines Reference
No. DOF/CF 5-3/2005, Participatory Forest Managerusmt, Forestry

Department of the Gambia;

e The Forest Act of The Gambia, 1998;
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* The Forest Policy of The Gambia, 1995-2005;

» Association #1 (A1) pamphlet;

» Association #2 (A2) Profile (February 2010);

» Association #3 (A3) Strategy Documents 2002-2009522008, and 2008-2011;
« Association #3 (A3) 8 General Meeting;

» Ecotourism camp improvement plan;

* The Gambia Microfinance Strategy Paper;

* Rural Finance Project Appraisal Report; and

Information and brochures about financial instdos.

Observations / photographs¥ield notes based on observations about SMFEssasset
their manufacturing processes, and their final potglwere also gathered. The same
process was also followed for FlIs, but for inforioatrelated to their premises and
physical settings. Field notes were employed smgulate some of the information
obtained during interviews. To complement thesa,datd only when appropriate,
photographs were also taken. These were usedYalpraisual support during the

writing of this dissertation.
2.4 Data Analysis

Once all of the data were collected, interviewsugrinterviews, and focus groups were
transcribed from the digital recorder to Microséford (word processor) and then to
NVivo 8 qualitative software. Once in NVivo, thisformation was classified into two
documents with the purpose of doing separate agstlyl§ information related to SMFES;
and 2) information related to Fls. Information vedassified into codes that were created
based on the interview protocol and inductive asedyof the data. In total, 24 codes were
created for SMFEs and 11 codes for FIs. As theme we many different codes for
SMFEs, | decided to group them into the three biaads in which the research
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guestions were classified: 1) Business Environm@&nBusiness Development; and 3)

Access to Financial Services. Table 10 lists arstiilees some of the codes used:

Table 10Listing and description of some of the codes usedl&ta analysis in this study.

Small and medium forest enterprises

Code Description
. All information related to SMFEs ability to savehare do they do it,
Savings
how much, what type of account, etc.
Loans Data related to SMFES’ access to loans, interéss ranstitutions

that provide them, etc.

Institutions (government, NGOs, private) that haupported SMFEs

Collaborators and how they have supported them.

Negative and positive aspects affecting SMFEs wtiere

Policies
government has some type of control.
Formalit Whether SMFEs are registered (with government gratiner
y institution), costs related to this, and barrieréormalizing.
Competition Information regarding legal and illegampetitors of SMFEs.
Financial institutions
Code Description
Data related to FIs’ target customers and themtioas in urban or
Customers
rural areas.
Savinas Types of accounts Fls offer and requirements foessing these
g services.
Loans Data about loans; requirements, interess rate.
Data about branches located in urban versus rtgabachallenges
Branches e
and opportunities of these, etc.
: Collaboration among Fls and with other governmeialt i@on-
Networking

government organizations.

A few documents that contained relevant informati@ne also incorporated into this
coding process. Once all of the data were claskifigifferent codes, | did a code by
code analysis identifying the most recurring anéniegful issues for each. The
emergent issues for each code were then group#teliype of enterprise, so that data

related to firewood, tourism, beekeeping, handisraind branch-wood businesses could
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be independently assessed. In the case of Flentikeegent issues from each code were
arranged into two groups: 1) data related to baaikd;2) data related to microfinance

institutions.

All of this information was later inserted into Masoft Excel tables that were classified
by the type of enterprise (in the case of SMFE®), lay the type of financial service
provider (in the case of FIs). These tables praVviaelear visualization of the data and
facilitated the identification of connections armbkpible patterns. The three broad topics
in which the research results are classified wetained from the literature (BE, BDSs
and FSs); however, some specific issues that camathin each topic were generated
from the data.
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3 Results

This chapter has been divided into two main sestione provides data collected on
SMFEs, while the second provides data collecteBlenThe first section on SMFEs is
subdivided into three main topics: 1) SMFEs andBReof The Gambia; 2) SMFEs and
their Business Development; and 3) Access to FSkédgtudied SMFEs. The second
section on Fls in The Gambia is divided into foulbsections, which provide information
concerning: the requirements for accessing findiseiavices; FIs’ main customers and
their perceptions of these; innovative servicesrefd to clients; and connections among

various Fls.

3.1 Small and Medium Forest Enterprises in The Gambia

This section describes the results as they pea@MFESs in The Gambia. It has been
divided into three subsections that offer a comensive overview of the studied
enterprises. The first subsection focuses on theBEhe Gambia and the influence of
different actors on the studied SMFEs. It delvés emergent issues on policies, law
enforcement, government support, and the role@dyrers’ associations. The second
subsection focuses on the business developmenttasgehe studied SMFEs and
includes information on financial management, Ise\a#lformality, profitability, and

skills development, among others. Finally, thedtsubsection focuses on SMFES’ access
to FSs, such as deposit accounts and credit.

3.1.1 SMFEs and the Business Environment of The Gambia

Two types of actors within the BE of The Gambide Gambian government and
associations of producers — have played an impoméain the development and
operations of the studied SMFEs. This section dessithe activities developed by each
and their influence on the enterprises. Most ofttieenes described in this subsection

were generated from the data.
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3.1.1.1 Government Influence

The government of The Gambia has exerted directraticect influence on the
operations of the studied SMFEs. This influenceesadepending on each type of
enterprise; however, there are some common thdmésmerged across most cases.
Table 11 illustrates the commonalities and diffee=nfound, and indicates whether
respondents mentioned that the government ex@usitive (+) or negative (-) influence
on each type of enterprise. An ambiguous influescepresented by a positive and
negative sign (+/-), and it occurs when less thalhdf the cases or respondents referred
to an issue. Blank spaces reveal that there igflience or that these issues were simply

not mentioned by respondents.

Table 11Government influence on each type of SMFE (F-fired,cE-ecotourism, B-
beekeeping, H-handicrafts, BW-branch-wood). Sigikciate positive (+), negative (-), or

ambiguous (+/-) influence. Blank spaces reveahfiaénce or that the issue was not mentioned.

Themes F| E| B| H| BW
Land Tenure Reform
A. Establishment of Community Forests + +
B. Improved forest conservation + | +H-] +
C. Improved decision-making power +

Capacity Building and Support

A. Training and advice + + | +H-| +
B. Economic and material support + | +H-| + +/-
C. Continuous partnership + + | -+ +/-

Regulations and Enforcement

A. General regulations - + | H-] +

B. Issuance of Community Forests management plans | -

Corruption and Illegal Activities

A. Problems at road checkpoints - -

B. lllegal competition -

C. lllegal activities within Community Forest areas -
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3.1.1.1.1  Land Tenure Reform
A. Establishment of Community Forests (CFs)

The forest tenure reform that has been occurrinihem Gambia during the last two
decades has had a direct influence on the develupaneé operations of two types of
enterprises: firewood and ecotourism. The estamieit of CFs was the mechanism by
which many communities acquired ownership right$ @xclusive control over clearly
demarcated forested areas located in close proxtmiheir localities. Each CF is
administered by a committee designated by villagehsch is responsible for making the
by-laws that regulate the access and use of tlestfdDuring the group interview with

F1, participants explained that this new tenuraragement gave them the legal backing
to use, extract, and commercialize products froar lGFs. Furthermore, an interviewee
from the ecotourism camp added that this procesgemred villagers to take action

against illegal intruders that break into theirefsted lands.

Firewood enterprises harvest their products diydotim these community forest areas
and the ecotourism camp uses the forest as aotaitrdor tourists. For various reasons,
the other case study SMFEs do not use resouraadlglifrom CF areas; beekeepers
often locate their hives in mangroves, handicnagdtg on palm leaves found near the
village and, similarly, most branch-wood enterpsisellect their products from non-CF
localities. And yet, leaders from all of the stutligllages expressed positive and
optimistic viewpoints about the establishment & @Fs and stated an interest in

expanding CF areas.
B. Improved forest conservation

Tenure reform also influenced locals to manageuress in more sustainable ways.
Villagers explained that, before the establishnoéithe CFs, they were indifferent to the
fate of the forest, which was frequently at the eyeaf wild fires and overexploitation.
The leader of Village D commented: “It was opemverybody [...] there was no

control. The forest was all the time in destructiathen they were granted forest rights,
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they became more actively involved in the sustdaabe of their resources and began to
protect their CF areas from illegal intrusions awildl fires, as stated by the leader of
Village B: “Anything that you own, you want to peat that.” Members from all of the
firewood enterprises detailed how they apply thecept of sustainable forest

management by practicing zoning, selective hamgstnd replanting.

Certain interviewees also recognized the diffebamtefits that a well maintained forest
has generated for their livelihoods as exemplibggbarticipants in focus group with F2:
“With the management and protection of the forest the wise utilization, we are able to
add some income to reduce some of that harshness. §n.] It has brought a lot of
incentive to our community.” Members from one fi@d enterprise recognized that the
sustainability of their business depends on theaswability of the forest. Likewise, some
beekeeping entrepreneurs highlighted the connebtbmeen the quality of their honey
and the degree to which the ecosystem is consefvbdekeeper from Village D
mentioned that a well-preserved forest has beefutidtamental factor that has

influenced the survival of his business.

C. Improved decision-making power

The creation of CFs in The Gambia has also inctetselevel of involvement and
decision-making power of communities. The CF presicf one village mentioned that,
prior to tenure reform, villagers did not have ayce or power on matters pertaining to
forest management. Currently, the situation isedéht with locals participating in forest
assessments, proposing different ways of utiliZorgst resources, and providing input
on the generation and maintenance of the CF maramggrtans. As stated by a
respondent from Village C: “They [Forestry Departtj@lon’t make rules in abstract.
They go to people to listen to them and developdbas [...].” These statements are
supported by the Community Forestry Implementingd@lines of The Gambia, where

communities and peoples’ participation is mentioasane of its central features.
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3.1.1.1.2 Capacity Building and Support
A. Training and advice

The government of The Gambia, mainly through iteeBtyy Department, has assisted
communities in building and strengthening theirazagpes in the areas of forest
management and enterprise development. All firewerddrprises have been trained in
the Market Analysis & Development (MA&D) methodoiga@llowing them to plan and
develop their operations. As well, some enterpnsestioned additional training on
record keeping, forest management, reforestatiwhjssues related to the establishment
and maintenance of CFs. Likewise, the handicra#trenise owner revealed that his
enterprise started up only after he was trainddnmiture production on two occasions by
the Forestry Department. Similarly, some beekeepiigrprises mentioned that they
have received technical assistance for the proolucd honey, with one case being
trained with the MA&D methodology. Focus group papants from the ecotourism
camp stated that they have received assistancaduicke from different government
institutions, such as the National EnvironmentaéAgy, the Gambian Tourism
Authority, and the Forestry Department. Even thotnghMA&D process was not
mentioned in this focus group, FAO (2005) state ttaaning in this community did take

place.
B. Economic and material support

Most of the enterprises have received differenhfof economic support from the
government. Members of the ecotourism camp expdiinat their start-up funds were
provided by the National Environmental Agency asslt of their community winning
an environmental competition award from this orgation. The government also
endowed them with another fund used for implementipgrades. In the case of
beekeeping enterprises, one respondent indicatédhih Forestry Department provided
him with bee-hives, while the executive from A2 kaped that it granted his
organization funds to assemble hives and distrithés among farmers. Further

evidence of this material support is the fact thas premises are located on the Forestry
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Department grounds. Similarly, the handicrafts grtee owner explained that the
Forestry Department provided him with all the neegg equipment for starting-up his
business. Two branch-wood enterprises also memtithreefinancial support received
from a government project that provided them wiikrotredits which were invested in

their businesses.
C. Continuous partnership

The Forestry Department was consistently menti@sean important partner for most
enterprise’ It assisted communities in getting organized iardkveloping strategies that
enabled them to obtain benefits from their foregtsmbers from F1 mentioned that:
“NACO and Forestry Department have been their mpamners in the establishment of
the enterpris&” One respondent from a firewood enterprise exgldithat forest
management is a combined effort between governarehtommunities. Similarly, the
executive from A2 pointed out: “[...] We are workimgth them hand in hand. Any help
we need we have to go to them. [...] Forestry Depamtris total partnership [...].”
Members of the ecotourism camp also recognizeddgpsrtment to be their main
partner and explained that they help to guide thethe management of forest resources.
One interviewee commented: “[...] there is a strorg@iaboration between them and
the implementing agencies like Forestry [Departieni. Three branch-wood
enterprises in Village A also considered theirtiefeship with the Forestry Department
to be a major asset, although they did not prospkxific details. Likewise, the owner of
the handicrafts enterprise considered that the@tpipat he has received from the

government has been fundamental for the survivalobusiness.

8 various respondents also mentioned the vital stppoeived from the “National Consultancy on
Forestry Extension Services and Training” (NACO)ISINGO works very closely with the Forestry
Department in the implementation of projects, esglgaelated to training.

° A translator was used in this focus group, whigplains why this quote is in the third person. This

applies to all quotes written in the third persohis dissertation.
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3.1.1.1.3 Regulations and Enforcement
A. General regulations

In general, government regulations have little effen most of the studied enterprises.
Members from the ecotourism camp were not abldeatify any barriers in the
regulatory framework of The Gambia that were impgdheir operations. Likewise, the
handicrafts owner mentioned that he does not cahfoy difficulties related to laws or
regulations, and further explained that he coll&sn palm leaves without requesting
authorization, as these raw materials are very @i Beekeepers also mentioned an
absence of policies regulating their activitiesyhwer, half of the cases expressed the
necessity for more regulation. Two beekeepers exgiicthat they feel threatened by
competitors that use fire for collecting honeyttas process kills the bees and
jeopardizes forest protection. These respondetiesved that guidelines allowing only
registered producers to commercialize honey coultthit these types of competitors. A
representative from the Forestry Department expththat beekeeping is governed by
the Forest Act and related regulations. Even thdbghe are no specific clauses that refer

to honey production in this policy, the use of findorests is regulated.

Focus group interviews of F2 and F3 mentioned abaego that affects timber and log
enterprises. According to a representative fronRiestry Department, this embargo
bans the issuance of timber permits and the upewéred saws in Gambian forests. It
was put into action in 2008, when, due to high paddiemand, timber logging became
uncontrollable. This policy did not appear to benparing the firewood businesses
directly; however, villagers felt perturbed by @dause it has impacted on community
profits, since log and timber enterprises are mgéo able to operate. The director from
Al interpreted this regulation as problematic aacbnsidered that a better course of
action would be to strengthen community capacityooest management and community

collaboration with the government.
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B. Issuance of CF management plans

All community forest committees in The Gambia aquired to develop management
plans every five years and a work plan every yehese management plans specify the
activities that will be carried out in the forette species and quantities to be utilized,
and harvesting procedures, among other informafibry are prepared by the CF
committee with the assistance of the local foréster, but final approval resides with
the Regional Forest Officer. The annual work pkbased on a joint forest assessment
made by the committee and the local forestry off({E®restry Department of The
Gambia 2005). Two firewood enterprises (F2 andgxpyessed inconveniences over the
period that it takes to update their CF manageplams; members of Village D
mentioned it takes approximately two months, whikembers of Village C revealed that
they have been expecting it for two years. Respaisdeom F2 explained that they met
with the local forestry officer in order to designd provide their input for the content of
this plan. This officer was supposed to write atfdaraft and then validate it with the
community for approval by the Regional Forest CfficThey explained that this officer

never came back with such a plan.

The last evidence of a management plan found ilay8l C dates back to the period
2000-2005. The Secretary of the Community Assamiatiid not know with certainty if
there was another more updated plan: “I don't thirdce was one because like you know
other people were in the development committee. \We]asked them, and they were not
able to tell us whether there was another managephem” In Village A, a CF
management plan from the period 2006-2010 was fdoucthe last annual work plan
was dated 2007. In addition, we could not find apglated management plans of the
studied communities in the Forestry Departmente§iin Banjul. The lack of updated
documents was mentioned as problematic for the aamitras because it limits their
ability to plan and carry out certain activitiesllage C members explained that every
time they wish to harvest, they need authorizaftiom the Forestry Department’s field
officer. Also, it impeded credit access for F2 cgitthis document was going to be used

as one of the guarantees. Members of this enterpasted out that they were able to
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fulfill all the requirements from the financial titsition, except having an updated CF

management plan.

According to the Gambian 1998 Forest Act (Clausg 83 “commercial utilization of
forest products shall take place unless they aeséen in a management plan approved
by the Director.” This is somewhat confirmed by @ management rules (6.1.1. to
6.1.4.) which state that community members may atilize forest products in
accordance with the management plan. In the casenoimercial utilization, villagers
require an approved management plan and a vaéidde or permit issued by the
Divisional Forest Officéf. For the transportation of products, they reqaifeemoval
permit” that is issued by any forest offitbupon presentation of the valid license and
permit (Forestry Department of The Gambia 2005)aNly, a document provided by the
Forestry Department (MA&D assessment report — peltiecember 2005 to June 2006)
states that Village C cannot implement their fogeptans due to a delay in the issuance

of their license.
3.1.1.1.4  Corruption and lllegal Activities
A. Problems at road checkpoints

Enterprises that deal with the transportation obgvoelated products face certain
inconveniences at road control points. Members ffi@and F3 revealed that officers
located at different checkpoints (police as welfasstry officers) ask for illegitimate
compensation. Participants in the focus group fR@explained: “[...] the police even
with all their clean documents [...] would still resgt that they give them something
[...]. Sometimes at every checkpoint you have to d@f Dalasi*’. This corruption
problem was referred to by F3 members as a majwst@int facing their business.
Notwithstanding, it is interesting to note that somterviewees from F2 revealed that, if

they do not yield to the officer’s pressure, somes he gives up and stops disturbing

12 Communities are granted this license or perminugguest and it is free of charge.
™ The issuance of this “removal permit” is free baoge.

2 The currency exchange at the time of the study26a35 Gambian Dalasi per $US 1 Dollar.
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them: “Sometimes we resist and when we resist ioesnally don’t proceed with the
case” (CF President, Village C). It is importantiention that there was some
incongruent information provided in the focus gradp/illage C. Participants talked
about problems at road checkpoints as if it wasatlly experienced by them; however,
when | started to probe deeper into this mattevag pointed out that buyers who
transport the firewood are the ones that experi#éimseassue directly. According to the
CF rules, when products are sold to vendors, theddfmittee should ensure that these
vendors hold valid licenses for carrying out thrisinesses (Forestry Department of The
Gambia 2005). The executive of A1 mentioned thatdifficulties at road checkpoints
are very common. This respondent surmised that offazkrs lack adequate information
and knowledge about CF implementation and, asudtye® not recognize the validity of
CF licenses. He mentioned that this situation rhagaten the establishment of new CFs,
since people could be dissuaded to do so becaukes gfroblem: “More communities
want to be involved in the CF, but if the concemttnues like that [...], those people

will be discouraged.”

Many branch-wood enterprises, who for the most gamot harvest their products in CF
areas, face similar problems during transportatibost interviewees revealed that they
have bribed police as well as forest officers idenrto be able to transit with their
products through control points. This constrainswascribed by one entrepreneur: “[...]
It is a very good business and it leaves profit,than [...] every police stops, she pays to
the police, she pays to the forestry officers”. @nerviewee mentioned that this
corruption problem has incited her to trade hedpots around her village instead of in
the main urban markets. Some interviewees expldimgdhey require a licence for the
collection and transport of branch-wood, and the permit needs to be renewed at the
end of every year. Nevertheless, some explainddrégardless of whether they have
valid licenses or not, they still face similar pleis on the road. This situation was
explained by the BW6 owner: “It will not be too niydut they will still ask. That's what
they live on [...]. Even if you have a license, yavé to drop something to them.” It was
revealed by one enterprise owner that this sitnatiscouraged her from renewing her

permit. The owner of BW1 contradicted these laateshents and explained that she does

32



not experience problems of this nature since shegpties with the law. She added: “If
you don’t register, what you should have paid égistration, normally they collect that

from you, but illegally on the road.”

B. lllegal competition

Only the firewood enterprises noted that illegahpetition was a problem. Of the three
of them, two (F1 and F3) stated that illegal contjget is one of the major problems
affecting their businesses. Members of these emgegexplained that illicit traders can
reduce their sales prices significantly, thus distg the firewood market. This
represents an important challenge, because the@&¥obd producers have agreed to
maintain a fixed sale price as a mechanism to asge¢heir profits and impede
purchasers from buying their product at very lovegs. This issue was explained during
the group interview with F3 members: “They [illegaimpetitors] don’t have stable
prices. lllegal competitors can give it away at @nige.” This situation is aggravated by
the fact that illegal competitors do not distribttie 15% of their profits to the National
Forest Fund as the studied enterprises are requir&equests to the government have
been made for regulating and controlling illicitigities. Village D members proposed
the creation of a “Common Marketplace” for CF prodywhere all goods and
merchandise that proceed from CF areas (honeyegtinfibewood, etc.) could be sold.
Respondents argued that this strategy will helgthernment to identify illegal
activities more easily and that it may even pronzote encourage the CF concept.
Referring to this mechanism, the president of Astest that “this is another way of
motivating people towards forestry management’esicmnsumers and others will

witness the tangible benefits obtained by CF vékag

C. lllegal activities within community forest areas

It is the Forestry Department’s role to ensuregk@usive use and occupation of CF

areas by villagers (Forestry Department of The Gar@B05). The last issue related to
government activities that influences some SMFEBasoccurrence of illegal activities
within the boundaries of CFs. The president ofG@efrom Village D explained: “Some
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people are not involved in CF and they try to distwus [...]. Other communities do not
have forests [...], so when they need resources,tthidyg do it illegally.” One

interviewee mentioned that trespassers come iefofibrest to harvest products because
they do not have other sources of income. Thissdn was of great concern for the
leader of Village A and members of Village C, siftceould have an impact on the
sustainability and conservation of the CFs. Thssiés together with forest fires, was

commonly mentioned as important threats to the CFs.
3.1.1.2 Influence of Producer’s Associations

Half of the enterprises included in this study nmm¢d that they belong to different

associations of producers. These are detailed e TER.

Table 12Associations of producers where some of the stuSMEEs belont

Enterprises
F1 F2 F3 E1 Bl B2 B3 B4

Associations

Jamorai Timber and Firewood Federatiorg(

(JATIFIF) X X
Kombo Foni Forestry Association X x4 x4
(KOMFFORA)

Association of Small Scale Enterprises in
Tourism (ASSET)

National Beekeepers Association of The
Gambia (NBAG)

As Table 12 illustrates, neither the handicraft®mrarise nor any of the branch-wood
enterprises belong to an association. During varfoaus groups and interviews,

respondents mentioned different advantages thathiénee gained from belonging to

3 The names of these associations were revealedgdnterviews and focus groups held with the SMFEs.
These particular institutions do not necessarilyegspond with the associations that were intervibioe

this study — A1, A2 and A3.

14 F2 and F3 did not mention belonging to KOMFFOR&wever, their CFs are listed in the pamphlet of

this organization.
34



associations, such as establishing connectionswatribus institutions, capacity building,
marketing of products, and the provision of cregiibiong others. The benefits mentioned

by each enterprise are enumerated in Table 13.

Table 13Benefits of belonging to associations accordin§MFES.

Enterprises
F1 F2 F3 E1 Bl B2 B3 B4

Benefits

Generation of linkages (e.g. with donors,
NGOs, financial institutions, and other X X X X
SMFESs)

Training X X X X X

Purchase of business products (e.g. honey) X X X

Provision of credit X X

Increased bargaining power X X

Sale of work tools and items (e.g. hives) X X

Donation of work tools and items (e.g.
hives)

Promotion and marketing X

Implementation of quality assessments X

Support the development of projects (e.g.
reforestation)

The executives of most associations confirmedttiet provide many of the benefits
listed in Table 13. For instance, the executivenftdl confirmed the importance of
building linkages with financial institutions fobtaining their support in reforestation
activities. He added that his association: “i;& between the communities that are
managing the forests and the Forestry Departmeht [Similarly, documents from A3
detailed the launch of a program with a local beméssist small businesses to access
microloans. These documents also outlined an agneewith a Spanish Foundation to
begin a women’s microfinance project. As Tablelll&irates, two beekeepers from
Village D were successful in acquiring microloarani an international NGO, which
were channelled through their association. The wxexfrom A2 explained: “We can
link them with other partners who are interestetietping them [...].”
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Regarding the capacity building activities of asations, firewood respondents

explained that they have been provided with tediradvice and training in

reforestation. A document from A1l detailed thatytheovide assistance in forest
management for its members. Even though the edstowamp did not mention being
trained by its association, the executive from ABfamed that they do offer training
services. Beekeepers explained that capacity Ingildctivities were one of the most
important services. A member from B1 stated: “Ttrayjned them to prepare the hive so
that the bees can colonize it, how to harvest tmeh and to process, and produce it into
good quality.” Additionally, some enterprises héeen taught about wax processing as a

means of diversifying their production.

A2 has played a vital role in the marketing of hgrence it is the main and only client
for most of the studied beekeeping enterprisdsuys the majority of honey production
and then re-sells it to the national market. A leegler from Village D mentioned this as
one of the most important benefits of belonginthassociation: “You have access to
market your products to them.” Some interviewess abinted out that the association

establishes prices for the honey according toutdity attributes.

Table 13 illustrates that F1 and F3 have benefrad an increased bargaining power in
their relationship with customers, through beingmhers of their association. In fact,
this was cited as the most important advantagecthtarprises have gained from the
Jamorai Timber and Firewood Federation (JATIFIE®M® respondents explained that
associations assisted some CF villages in gettiggmzed and selling their products at
standardized prices. This fixed rate helped therenes to obtain a fairer and better
market price for their product, thus increasingrtpeofits. Similarly, the executive from
A3 explained that, when members have any diffieslti|...] it is easier to approach

different organizations as an association thamasdividual.”

It is important to note that all of the associasi@amcluded in this study revealed having
financial constraints. For instance, the executioen A2 explained that his institution’s
major challenge is its financial sustainabilityprablem that is confirmed in its
“Association’s Profile,” which details how the orgaation lacks basic infrastructure,
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such as electricity, running water, and internetises, among others. This executive
further explained that an international NGO is ently supporting his organization;
however, this assistance is ending, meaning thahtial independence must be achieved
shortly. Likewise, one of the major challenges &f As stated in the 2008-2011 Strategy
Document, is its financial sustainability. Anotlexecutive from Al explained that his

institution is also facing some critical financiimhitations.
3.1.2 SMFEs and their Business Development

The studied SMFEs are at different stages of basidevelopment. Table 14 summarizes
the main themes included in this subsection, mbathich were obtained deductively
from the literature. These themes facilitated thalysis of the strengths and weaknesses

pertaining to business development facing the stuU8MFEs.

Table 14Main themes related to SMFESs business development.

Themes related to business development of SMFEs

Business registration

Record keeping

Financial constraints and financial management

Customers and product demand
Profitability
Profit distribution

Enterprise’s need for BDSs

N o g kv e

3.1.2.1 Business Registration

More than half of the studied enterprises - tenafui6 - are registered with an
organization. Of these, all of the community-owreederprises are registered, while only
five out of 11 individually-owned businesses arem® of the SMFEs are registered with
the Forestry Department, with associations, or Wwdth. Table 15 provides this

information.
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Table 15SMFEs registration with government and non-govermroeganizations.

SMFEs Registered Organization
F1
Forestry Department, JATIFIF and
F2 ves KOMFORRA
F3
El Yes ASSET
Bl
B2
Yes NBAG
B3
B4
H1 No N/A
BW1 Yes Forestry Department
BW2 No
N/A
BW3 No
BW4 Yes Forestry Department
BW5 No
BW6 No N/A
BW7 No

Even though the data presented in Table 15 sean there are some ambiguities. For
instance, all of the firewood enterprises mentiotied they are registered with the
Forestry Department, but it is unclear whethes thie enterprises that are enrolled with
the Forestry Department or the CF in each villalgegtoch they are a part. Similarly, the
level of formality of beekeeping enterprises iswagAlthough all enterprises are
registered with NBAG, one beekeeper expresseddmsern for not being registered with
the government as well: “I haven't registered mgibass [...]. How can people know
me, when | am not registered in the government®’ [Ekel of formality of the
handicrafts enterprise is also ambiguous. Evenghaolie enterprise owner mentioned
not being registered with any organization, theeBtry Department is, in all likelihood,
well aware of his existence since they gave hiimitng and materials for starting-up his

business.
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3.1.2.2 Record Keeping

Half of the studied SMFEs reported that they keeftem records of basic business

transactions. Table 16 illustrates these data.

Table 16Record keeping for each SMFE.

" SMFEs
oD . —
o3 Community owned Individually-owned
XY O
@ |FL F2 F3 E1 Bl| B2 B3 B4 H1 BW1 BW2 BW3 BW4 BW5 BW6 BW7
Yes [ X X X X X [X X X
No X X X X X X X X

Members from the ecotourism camp mentioned theigtergthe number of tourists and
their nationalities, as well as tracking finandérdbrmation, such as business expenses,
income, and net profit. They keep these accourdsnatebook, but pointed out that a
computer would be more suitable. During the grauerview with F1 and focus group
with F3, participants explained that the secretdrgach enterprise notes the sales,
expenses, and net profit. Similarly, B2 and B3 nugretd that they register the number of
hives harvested, the amount of honey producednggifices, and profits. Other SMFEs,
such as the handicrafts enterprise, one beekeBpkrand all branch-wood but BW5, do
not keep written accounts, opting instead for kegmpnental records. Many were able to
estimate their profits and total production. Ingtirggly, all of the community-owned
enterprises keep written records, while most irdiliaily-owned enterprises do not, as

shown in Table 16.
3.1.2.3 Financial Constraints and Financial Management

The majority of enterprises - 13 out of 16 - menéid some type of financial constraint.
Six cases explained that they require more findmesources for acquiring equipment.
For instance, firewood enterprises need chainsaddractors; beekeepers require hives
and uniforms; and the handicrafts entrepreneursieatls to restart the production of
furniture. Another four enterprises explained tiay need economic resources for
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upgrading their businesses. For example, the egstowcamp has plans to renovate their
site, install a solar energy system, and improed fihterpretation signage; B2 owner
aspires to establish his own shop in order torseiey independently from the
beekeepers association; and BW4 entrepreneur Vi&altb increase the amount of
branch-wood that she commercializes. This latténepreneur stated: "She doesn’t have
money to invest and to expand the business. Finana constraint.Respondents from
BW2 and BW3 explained that they require capitalrégistering their businesses with
the Forestry Department.

Due to economic pressures, some enterprises egdresacerns regarding their financial
management. Members from F3 explained that theyelsathe firewood according to the
village’s financial needs: “We do it when we haweng problems to solve.”
Occasionally, they use their profits to solve theablems, instead of re-investing them
in the enterprise. They also claimed that theyirequore training in financial
management. One interviewee from Village C rewkalsimilar issue, and explained
that, when the village faces financial constraitiisy harvest and sell firewood to work
these problems out. He stated: “When we boughsélsend vehicle, we needed
maintenance. We ran out of money, so we needed smmney. We had to take part of

the production of the forest.”

Similarly, the handicrafts entrepreneur expresseaterns about the financial
management of his business. Sometimes, due toyfamdds, he is not able to reinvest
his profits. He referred to this issue as the nchiglenge of his business: “Managing the
initial profit because at that time money is scdrcg and there are so many factors
surrounding him where he can spend his money.” @aech-wood entrepreneur from
Village C faces a similar situation, and she igfidaf her business collapsing due to a

lack of re-investment.

3.1.2.4 Customers and Product Demand

These data suggest that most of the enterpriseséhateady customer base and high
demand for their products. For example, referromthe availability of clients, members
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of F2 stated: “We don’t have the problem for loakior potential buyers. That is our
strength.” However, the former CF secretary ofagkk C expressed his concern about
the potential impact that this market pressure hase on the sustainability of the forest:
“Buyers are always interested in us to sell themif we are not careful... [.],

especially when you don’t have much money, youeasly tempted and then you are
used to do the wrong thing.” A member of F2 revédlat more trees are disappearing
than the ones being replaced, and another respbgdestioned the long-term viability
of their enterprise: “One way it may not be susible because of the density of the

forest is reducing and they are not doing any agdanting.”

In the case of beekeeping enterprises, the asgoriatalso a major buyer for B2, B3,
and B4. The owner from B2 explained: “They aredhb people in The Gambia who
can buy a bunch from me.” Bl is less dependenherassociation, as this enterprise
advertises and sells part of its production aeit@ourism camp. Some beekeepers
mentioned that A2 is not always reliable due te@snomic and managerial problems.
The owner of B2 explained: “It [A2] didn’t have meyto buy from us and that is very
discouraging for people like us who are expectobave a business.” This constraint
was confirmed by the association’s executive, wh@aled that achieving financial
sustainability is a major challenge. This situai®made worse by the fact that
beekeepers do not provide a steady supply of htiieyghout the year, as they produce
all at once: “When harvesting time in February [.thgy will bring so much that it will
be difficult to buy the honey” (Executive, A2). Brhexecutive further explained that
production is so uneven that, during the rest efyisar, they have to look for other
suppliers. He added that the association cannigfysttie demand for honey in The
Gambia and elsewhere: “At the local level, the dedrf@r honey is growing very, very
fast. [...] There are some people from Morocco andaid that we couldn’t do it

because we cannot supply.”

Some branch-wood enterprises suggested that thandkefor their product is very high.
BW1, BW2, and BW6 explained that their productsektremely fast, and the owner
from BW6 revealed: “It is a hot cake! When they wnlobam coming, they come and wait
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for me at the point [...]. It's hot cake, that's whaell you. People are calling me all the

time now.”

Demand for the handicrafts entrepreneur is somewambiguous. Most of his customers
come from his village or from neighbouring areasfiist, the enterprise owner referred
to a high demand for his product: “He is alonehia énterprise; he cannot meet the

demand of the product.” However, when asked abayswn which he requires support,

he wanted the government to assist him in exparfumglient base.

Finally, for the ecotourism camp, the number ofggsdluctuates every year (ranging
from 250 to 500 tourists) and the vast majorityhefse come from Europe. Camp work is
seasonal and mainly takes place from DecemberlinuBey. The number of customers
has decreased over the last two years and entgerpambers argue this is due to the

international economic crisis.
3.1.2.5 Profitability

All but one of the enterprises included in thisdstare profitable. The ecotourism camp
is, by far, the most profitable enterprise, while handicrafts business is the least. Table
17 provides estimates of the annual profits in U&Deach enterprise (See Footnote 12).
This information should be approached with cautasnot all enterprises keep written
records and not all respondents had these recatdshem at the time of the interview;
most of this information was generated from recdito, F2 shows two profitability
values because the information provided by oneoredgnt did not match the one

supplied by the focus group.
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Table 17Estimated annual profitability in USD of the stutlenterprises.

Profit .
SMFEs $US Details
F1 1,138 Enterprise sells approximately six trucks during ylear.
2 977 According to the CF secretary, the enterprise sdtsut 12
- ’ trucks in the year. The net profit per truck is $1LE9.75
949 According to focus group participants, they sebatidfive trucks
during the year. The net profit per truck is $US.X8 USD.
Enterprise sells approximately six trucks during ylear. Each
F3 683 truck is sold at $US 266.65, but the net profit jpeck is $US
113.85
E1 5 358 Last year the camp lodged 450 tourists. Their gposft was
’ $US 10,524 and their expenses were $US 5,166
Bl 228 The enterprise has 35 hives, but only eight arercnéd.
The enterprise has 25 colonized hives; 15 morbeairegy
B2 399 .
installed.
The enterprise had eight hives that perished fooua reasons.
B3 152 When data collection took place, the owner hadgaguired 10
new hives.
B4 143 The enterprise has 13 hives, of which nine arercoéal.

The enterprise sells four sets (consisting of |lange small
H1 91 chairs, and a central table) of furniture per y&ach set is sold
approximately at $US 57, but the net revenue is 3R.37

BW1 1,846 Four trucks of branch-wood per month are sold.
BW2 1,846 Four trucks of branch-wood per month are sold.
BW3 0 Enterprise just started, so it is not yet profieabl

BW4 2,769 Ten trucks of branch-wood per year are sold.

BW5 2,307 Two to three trucks of branch-wood per month aid.so

BW6 1,292 Four trucks of branch-wood per month are sold.

BW7 150 Three trucks of branch-wood per year are sold.

Most respondents were satisfied with the profitsegated by their enterprises. For
instance, all beekeepers were content because hepesents additional income for
them, and they invest comparatively little timehis seasonal business. The owner from

B2 explained: "It is the most easiest farming mdthoan encourage Gambians, because
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once you install your cases you just monitor.” $anhy, the owner from BW6
commented on the profitability of her enterprisgrue, true, it has profit. The reason
why | say it is a profitable enterprise: | am a vamthe children | am able to educate
with this enterprise until they have all finishéeir high school. [...] | have not been
supported by any man because | lost my husbarifire."

3.1.2.6 Profit Distribution

Enterprises distribute profits differently deperglon the type of ownership — whether

they are community or individually-owned (See Table

A. Community-owned enterprises

During the group interviews and focus groups witeviood enterprises, participants
explained that they allocate 40% of their profdsforest protection and enriching
activities, 45% for village development activitiesid 15% for the National Forest Fund
of the Forestry Department. Table 18 details thwidies that have been carried out by

each firewood enterprise under the umbrella ohg# development.

Table 18Village development activities carried out with {hrefits generated by firewood

enterprises.
_ o Enterprises
Village Development Activities

F1 F2 F3
Purchase of solar panels for: communal hGugel), community X X X
water supply system (F2), and spedkar the mosque (F3)
Construction/maintenance of the community’s mamaer pump X X
Payment of rates and taxes of all the houses inillage X X
Construction of the community mosque and purchased X

corresponding speaker

15 This communal house is the only building (in aiddito the mosque) that has electricity in theag. It
is the place where villagers gather together tekvétlevision and charge their mobile phones.

16 Speakers are used for announcing the times okpray
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Enterprises

Village Development Activities
F1 F2 F3

Construction of the second pillar for the commumitysque X

Purchase of vehicle for villager’s transportation XX

Payment of school fees for some community childned support

for the community Arabic school X

Buying of supplies for the annual recitation of aran X X X
Provision of food for community celebrations X

Support for religious festivities X

Many respondents are satisfied with the benefitegded by the firewood enterprises.
For instance, the leader from Village A mentiongd:] Everybody appreciates it
because everybody has benefited, [...] everybodyseeter, everybody needs to pay
rates and taxes [...]. The village is very happy alblois enterprise.” Likewise, another
participant from the focus group of Village C higjhited the enhancement in the quality
of life of community residents after the developtn@nCF enterprises. He added: “Our

happiness cannot be measured.”

It should be noted that, during group interviewhamembers of F3, participants
mentioned that they bought the vehicle with thdifgof the enterprise. However, a
delegate of the community credit union mentioned thilagers acquired a loan for
purchasing this vehicle. This information was conéd in two other interviews — one
held with the representative of MF3, and the otivex with the CF president of Village
D.

Information provided in Table 18 should be appr@actvith some caution. During
interviews and focus groups, | clearly asked redpats about profit allocation from
firewood enterprises. However, answers may haweiatduded profits from other CF

enterprises, such as log and timber sales. Fariost the CF president of Village D

" Members of F2 explained that, with the tariff feemerated by the first vehicle, they have beee @bl

purchase a second vehicle for the community.
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explained that the community keeps a single acccaiteéd “Community Forest,”
meaning that, when the log and timber enterprise epeerating, profits from both

businesses were considered together.

The ecotourism camp has also invested part ofdftp in different activities, including:
payment of rates and taxes for all the housesarvillage; support to the local bakery
(e.g. buying flour); provision of food when commiynmembers work in forest-related
activities; support for the community school; inistidon of a water system for the
community garden; and compensation for voluntedrs ave collaborated with the
camp. Respondents also clarified that part of thétp are re-invested in the
development of the hotel. Additionally, the campy$a substantial proportion of what is
produced by the local bakery and the women’s védeigarden for their guests’
consumption, and tourists purchase honey from B#&.deekeeping enterprise of Village

B (B1) mainly distributes its profits by compensagtits members.

B. Individually-owned enterprises

According to the information provided by intervievedl profitable individually-owned
enterprises spend most of their income on persagnses, as illustrated in Table 19.

This table does not include information about BWes this SMFE is not yet profitable.

Table 19Distribution of profits of individually-owned SMFEs

Enterprise
Expense

B2 B3 B4 H1 BW1 BW2 BW4 BW5 BW6 BW7
Food X X X X X X
Childrens’ education X X X X X
Health X
Construction of house X X
Land X
Other family needs X X X X
Loan payments X X X X
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3.1.2.7 Enterprises’ Needs for BDSs

All enterprises, except the branch-wood busineseestioned that they have been
trained either by the Forestry Department, assiocist or other local actors.
Nevertheless, all the studied SMFEs mentioned ¢eel o receive training on a
continual basis. For example, F2 members highl@jtiteir need to learn about the
technical skills involved in firewood productionnee a lack of this expertise is an
important constraint for their enterprise. Theylaxped that they hire workers from
outside of the village to cut and split the woaakl &urther clarified that: “[...] if they
have had that skill, they would not have hired gtredmoney would have stayed here.”
Similarly, members from F1 and F2 agreed on thel nede re-trained on issues related
to forest management, and the former CF secretarillage C reinforced the
importance of re-training in forest protection astainability. Additionally, F3
members highlighted the importance of being insédién financial management,

especially concerning the re-investment of profittheir businesses.

Members of the ecotourism camp explained that thgyire improved marketing skills

as this is a major challenge for their businessoAlhey highlighted the need to re-train
staff in all areas related to their jobs: “If wevkahe finance, we need to train everybody,
because most of the people they don’t have théafal their work.” The executive of

A3 agreed on the importance of building staff cépes; especially regarding their

business skills.

The handicrafts entrepreneur explained his neée toained in financial management
and product innovation. Each beekeeping enterpmsationed different training needs
that varied from improving reading and writing $&kilto learning about wax and honey
production methods. Similarly, branch-wood entesgsiexpressed a diversity of training
needs. For example, BW4, BW5, and BW6 highlightexirtneed to learn about record
keeping; BW1 and BW4 expressed interest in learabmut entrepreneurship and
profitability; BW2 and BW3 pointed out the importanof gaining knowledge in

business management; and BW4 wanted to learn rborg &nancial management.
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3.1.3 Access to Financial Services by the Studied SMFEs

The studied SMFEs have different levels of acce$s3s. This section describes their
access to savings accounts and credit providedfiegyeaht financial institutions and other

relevant actors.
3.1.3.1 Access to Savings

More than half of the studied enterprises — nineodl6 — are able to save a fraction of
their business’s profits. Table 20 illustrates thtommunity-owned enterprises are able
to save, while less than half of the individualleed enterprises — four out of 11 — are

able to do so.

Table 20Savings capacity of each SMFE.

Enterprises

Save| Community owned Individually-owned

F1 F2 F3 E1 Bl| B2 B3 B4 H1I BW BW2 BW3 BW4 BW5 BW6 BW7

Yes [ X X X X X X X X X

No X X X X X X X

Most community-owned enterprises — four out of fiveave money in a commercial
bank, while only F3 saves in a community crediani Two of the individually-owned
enterprises that are able to save (BW1 and BW§) keeaccount in their community
credit union, while BW2 saves with a shopkeepdrancommunity and BW5 does not
use any commercial institution to save. Even thamhe enterprises are currently not
able to save, they do have accounts in differem@inicial institutions. For instance, B2,

B3, B4, H1, and BW7 have accounts in their comnyueriedit union (Village D), and B2
and B3 also maintain accounts in the bank. These uged more when the enterprises or
its owners had greater capacities for saving, ptaged by the owner of B3: "He cannot
continue to save because the high need of theyariihble 21 enumerates the Fls,

individuals, or places where the studied casestaiaiaccounts; BW3 and BW4 are not
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included since they do not have any accounts angav

Table 21Institutions, individuals, or places where the gddSMFEs maintain deposit accounts.

o Enterprises
Institutions,

individuals Community-owned Individually-owned

or places

FL F2 F3 E1 B1l| B2 B3 B4 H1 BW BW2 BW5 BW6 BW7

Bank X X X XX X
Credit Union X X X X X X X X
Shopkeeper X

No commercial
institution

According to the data, there are community credions in Villages A, B, and D;

however, the executive from one FI (MF3) explaitteat the credit union in Village B is

in a dormant state. In Village D, the CF presidexressed the significance of the credit

union for his community: "Thanks God for the cradiion. It is a logical coincidence;

comes the forest with resources and comes theteneidin to save our money."

The studied SMFEs expressed different motivatibas incited them to maintain

accounts in specific financial institutions. Thesetivations and the frequency with

which they were mentioned are illustrated in Figwr@able 22 defines each motivation

to maintain savings in specific financial instituts according to the respondents.
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Figure 2 SMFEs motivations to maintain savings accountpetsic financial institutions.

Table 22Description of each motivation for SMFEs to sekespecific financial institution for

their savings.

Motivation Description

Money is safer in the financial institution thanotier places (e.qg.
Security house). Additionally, it is a way to prevent moriggym being spent

easily.
Proximity The financial institution is located itose proximity to the enterprises.
Trust Respondents trust that their money is safeisninstitution.

I Money is available at any time (e.g. community dradion /

Availability : T :

shopkeeper) — financial institution has no cloginge.

. Members of the financial institution should suppb(e.g. credit

Ownership .

union).
Interest The financial institution offers gooddrgst rates on savings.

There were other important reasons revealed withfiequency by respondents for

choosing credit unions for savings. Enterprises K8 and BW1 explained that saving

with the community credit union increases theirgataility of acquiring loans. A member

of F3 explained: “To get loans from them is ea#li@an to get loans from the bank. If you

save in the credit union, it is given to commumitgmbers on loan and it becomes a

revolving fund within the community.” These two emirises also expressed their belief
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that working with the credit union is generally ieashan dealing with other financial

institutions.

3.1.3.2 Access to Loans

More than half of the studied enterprises — 100bUt6 — have accessed credit previously.
Only one community-owned enterprise (F3) accesdedrafrom the community credit
union, while none of the others (F1, F2, E1, anjlliglve ever done so. The majority of
individually-owned enterprises — nine out of 11vdacquired some type of loan. Table
23 details the institutions or individuals that Bgrovided these loans to each of the

studied enterprises.

Table 23Institutions or individuals that have provided ledan the studied SMFEs.

SMFEs that have acquired loans
F3 B2 B3 B4 H1 BW1 BW2 BW4 BW5 BW6

Institution / Individual

Community credit union X X X

Microfinance institution X

International NGO X X

Producer’s association X X

Government project X X

Shopkeeper X

Table 23 illustrates that SMFEs have accessed loamsdifferent institutions and
individuals; fewer loans were given by financiadtitutions, such as community credit
unions and microfinance organizations, while mostendelivered by NGOs, projects,

associations, or individuals. No loans were progidg a bank.

Some of the institutions mentioned in Table 23 aygdl interesting mechanisms for
delivering their services. For instance, the twekseping enterprises (B2 and B3) that
acquired a loan from an international NGO explaitied this NGO has local partners
that facilitated the provision of loans. The owfrem B3 clarified that these local
collaborators are A2 and MF3. Another interestirgchanism is the one employed by a
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government project that delivered microcredits Wand BW5. The owner from BW5
explained: “It was sort of re-loaning. The loan wgagen to the group and the group has
to give it to the individuals.” The owner of BW4@ained that this loan has been

fundamental for the survival of her business.

A few SMFEs explained some of their limitations &mcessing credit. During the focus
group with F2, participants explained that, a feaang ago, they started a process for
acquiring a loan with a microfinance institutiorn€lrequirements were: to be registered
with the government; to have minimum savings of,000 Dalasi ($US 3,795); and to
update the management plan of their community-ovioessbt. Villagers explained that
they were able to fulfill all the requirements, egtpresenting an updated CF
management plan: “Already our association is regest, we have more than 100,000

[Dalasi] in our account, but the problem is the agament plan.”

Other limitations related to loan access revealgthd interviews and focus groups were
a lack of savings that impeded B2 from accessiagddrom the community credit union
and type of bank savings account in place. Onlalisr point, E1 and F2 explained that

some banks require members to have a current acaswanrequisite for accessing credit.

3.2 Financial Institutions in The Gambia

This section describes data obtained from diffeFdain The Gambia. It is divided into
four subsections related to: 1) general requiremfamtaccessing deposit accounts and
credit services; 2) FIs main customers and chatiaaten of rurally-based clients; 3)
innovative services offered by Fls; and 4) conmedtiamong Fls. Information is
generally classified according to type of FI, wiegtthey are commercial banks (CBs) or
microfinance institutions (MFIs). The codes assdavith each institution are detailed
in Table 6.
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3.2.1 General Requirements

3.2.1.1 Deposit Accounts

The Fls included in this study have different regoients for accessing their services. In
general, most banks offer two types of deposit aot current and savings. Current
accounts usually require a minimum opening balafié®0 Dalasi ($US 19). In CB2

and CB3, these can be opened with no funds; howtheyr are restricted to salary
earners. Savings accounts can require a minimumirngpéalance of 250 Dalasi ($US
9.4), although the average balance in most bark@0dDalasi ($US 19).

In general, the minimum opening balance for micrafice institutions is much less than
for commercial banks. For instance, MF2 has a minmopening balance of 25 Dalasi
(less than $US 1) and, for MF3, MF4, and MF5, theimum balance ranges from 25 to
50 Dalasi (3US 1 to 2). Some institutions like Mi#id MF5, also offer deposit accounts
for groups, which require slightly higher openirgdnces.

3.2.1.2 Accessing Loans

Financial institutions have different requiremefaisextending credit, which are

summarized in Table 24.

Table 24FIs’ requirements for extending loans.

Fls General requirements
Savings. To have an account with the bank.

CBlL Guarantees: Collateral, the exact sum depends on the amaeingliinanced.
Savings. To have a current account with the bank for mummsix months.
Savings accounts can be used as collateral.

CB2 Guarantees. Salary can act as collateral. Employer authorszdary to be
deposited directly into the account.
Savings: To have a current account with the b

cB3 Guarantees. Be a salary-earner.

CB4 Savings. To have a current account with the bank for mininmaume year

Savings accounts can be used as collateral.
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Fls General requirements

Savings: To have an account with the bank for minimumrabnths

CB5 . .
Guarantees: Collateral is required.
Savings: To have an account with the bank, preferably asturaccoun
CB6 Guarantees. Collateral is important. A guarantor is the vezgdt that is
required.
Individual Loans
Savings. To have a membership for a minimum of three manths
Guarantees. A guarantor is required. This must be an individuigh a
regular income or employment.
Solidarity Group (three to ten individuals)
MF1

Savings. To have a membership for a minimum of three manth
Guarantees. Each individual guarantees each other.

Large Group (ten to thirty individuals)

Savings. To have a membership for a minimum of three manths
Guarantees. Executive committee of the group act as the guaran

Savings: Minimum three months of banking histo

MF2 Guarantees: If it is a small amount, only a guarantor is resjed. Collateral is
required as loan amounts increase.

MF3 The requirements vary among eaffiliated institution.

Savings: To be a member and have savir

MF4 Guarantees. A guarantor is requested when savings are notgintmicover
one third of the loan requested.

MF5 The requirements vary among each affiliated instit.

Savings: No savings are require
MF6 Guarantees. Collateral is required. Having a personal guaraigt also valid.
Other: Proposal based on a viable income-generatingigctiv

Requirements for MFls:

Must be registered with the Central Bank of The Giam
Must have a loan repayment rate of more than 90%.
No outstanding loans with other organizations.

MF7

As Table 24 illustrates, most Fls require their rhers to have savings before accessing
other services. An executive from MF2 explainede"#so encourage our customers to

save. You see, before you have access to finagmigices, you need to have a bank
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account.” This table also shows that most Fls mgeedantees before lending money;
however, depending on the institution, these castie or flexible. For instance, the

CB6 respondent explained the importance of cobéter her institution: “Collateral is a
basic requirement and it is an area where manylp@apnot meet, especially in rural
areas. Not to ask for collateral is discouragedinyregulators, auditors, shareholders.”
In contrast, the executive from MF6 conveyed méagilbility regarding this issue: “In
some instances, we extend our loans to peopleahateas without collateral. [...] They
[field officers] go there and they see somethintheground that looks tangible, even if
you don’t have collateral, we can give you moneyagaradual basis.” The executive

from MF2 also explained: “We look at what you hagecollateral and that's what we
take. Some collateral [...] are just psychologidaéyt cannot provide you any guarantees,
but they might have some intrinsic value to whoesejiving that collateral.”

Additionally, Table 24 reflects that, for most bankhe type of deposit account — whether

it is current or savings — is an important feafioreextending loans.

Some respondents draw attention to the importahegtending loans to groups or
associations, as a way of increasing the outrebtiteo services. The executive from
CB2 explained that groups generally have good maeay records, as individuals exert
pressure on each other. He added: “What we anmgttgi encourage is people to come in
clusters, in associations. [...] Then at least yoovkyou are dealing with a body that
you can approach for the collection.” Along the sdimes, the executive from CB3
stated: "There is a benefit in offering serviceassociations, because it is a group and
the likelihood of default is lower than an indivadit Some MFIs, such as MF1, MF4,
and MF6, are already applying this mechanism. kstance, the respondent from MF6
detailed that his institution extends credit tougr@xecutives, who then redistribute the
loan to their members. A representative from Mkiglated that, in group loans,

members are guaranteed by their savings and bythiee individuals within the same

group.

Another interesting strategy in the provision cddit is the progressive disbursement of
loans. The executive from MF6 explained the pracdkgou apply for 15,000 [Dalasi],

we give you 5,000 [Dalasi] and start with that, asdhe work progresses, we will give
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you other five [thousand Dalasi]. We ensure thatrttoney is properly utilized [...].”

MF2 employs a similar approach.

It is important to highlight that Table 24 does nohtain specific information about other
documents that may be required for accessing ¢dih as application forms, tax
numbers, particular identification documents, asmbmmendation letters, among others.
Also, information regarding MF8 was not includecdhis table, since this institution is a

wholesaler for MFIs, and their requirements werementioned during the interview.
3.2.2 Main Customers for Fls

All of the commercial banks included in this studye the majority of their branches
and agencies located within the urban &emad most of their clients come from this
area as well. Most microfinance institutions — sewat of eight — have the majority of
their branches, agencies, or kiosks in rural apéése country; however, for half of the

cases, the majority of clients come from the urésa. Table 25 illustrates these data.

Table 25Distribution of branches and clients of Fls in urbh&. rural areas.

Branches / Agencies

Financial Majority of
Institution Urban area  Rural area customers
CB1 3 2 Urban
CB2 5 2 Urban
CB3 11 3 Urban
CB4 3 0 Urban
CB5 4 1 Urban
CB6 9 4 Urban

18 n this study, urban implies the area within the&er Banjul, which includes Serrekunda, Banjul,

Bakau, and Kanifing.
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Branches / Agencies

Financial Majority of
Institution Urban area  Rural area customers
MF1 1 2 Rural
MF2 13 7 Urban
MF3 24 31 Urban
MF4 0 1 Rural
MF5 0 66 Rural
MF6 1 3 Urban
MF7 1 5 Urban and rural
MF8 1 5 Unknowr’

It is important to highlight that rural bank braeshare mainly located in the
administrative headquarters of each region. Eveagh these settlements are considered
to be rural, they are in the midst of becoming serban towns. In contrast, the agencies
of most MFIs, like MF1, MF3, MF4, and MF5, are @ithocated in rural communities or
they use different mechanisms to reach these areas.

Many of the banks’ rural branches opened only rége@B1, CB2, and CB6 opened

their last branches during 2009, and CB3 open&®i®. CB1, CB2, and CB6 talked
about plans to open new agencies, both in urbamaatiareas. The executive from CB2
explained: “We have plans to expand, that's whyowen Farafenni, we secure a place in
Basse already, a plot of land, and eventually weput a branch there to serve the needs
of the rural people [...].” Respondents from MF1 &id2 explained that banks are
becoming increasingly competitive as they expamal iaral areas. However, the
executive from MF2 mentioned that this competitiakes place mainly for the collection

of deposits.

19 As MF8 lends to other microfinance institutiorts,dustomer base is unknown.
57



The executive from CB2 mentioned that his instittis also involved in the delivery of
microfinance services. He explained: “That is thiyavay you can take financial
services to the grass root level. If you look astraf the banks in our country, they are
concentrated in the urban sectors [...]. Every hubeng needs financial services, and
so it is through microfinance [...] that way you aa@range the lives of people.”
Similarly, the executive of CB1 explained his ifigiion’s intentions to provide
microfinance. Most respondents from the other corsrakbanks — CB3, CB4, and CB6
— revealed that the mission of their organizatigrte take financial services to the
doorstep of every Gambian; contrary to the statésn@nCB5 executive who explained

that his institution targets the medium and uppesses.

Commercial banks’ customers come from differenheooic sectors such, as
construction, tourism, energy, manufacturing, tradgiculture, and telecommunications.
Most bank executives could not say with certaihthéy have forest-based businesses as
clients. Only one respondent from CB3 mentionetiemtcfrom the urban areas that
works in carpentry, while the executive from CBb5ntiened that they have a
government forestry project as a customer in theal branch. In the case of MFIs,
clients vary greatly. For instance, MF1 offers smg mainly for agriculture; MF2
provides credit for textiles, food processing, ¢angion, transport, communication,
fishing, agriculture, and the financial sector; &6 works with agriculture, fishing,
handicrafts, construction, and other sectors. Mespondents from the microfinance
institutions were able to name some forest-bastetmses that they have as clients.
Specifically, MF1 noted a few firewood clients; MR&ntioned beekeepers; MF4 noted
that an important customer is a community foresbant; MF6 explained that they lend
to groups engaged in forestry activities; and MiE@ussed beekeeping and cashew
growers as clients. The executive from MF3 condidnan observation of the respondent
from MF4: “Whatever they have from that forest,rithkey save it in the credit union, so
later on they use those savings as a guarantoapd lse it to take a loan [...].”
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3.2.2.1 Characterization of Customers in Rural Areas

During the interviews, respondents were askedeantity some characteristics — positive
and negative — of their branches and clients locet¢he rural areas of the country.
Additionally, they were asked to identify limitatis, if any, in offering financial services

to forest-based enterprises.
3.2.2.1.1 Perceptions of Rural Branches

Most respondents — except CB4, MF6, MF7, and Mik&#tified both opportunities and
inconveniences associated with the establishmethieaf branches, agencies, and/or

kiosks in rural areas. The main points are preseintdable 26. While there was general
agreement on whether each point was positive aatineg some respondent viewed the

collection of deposits as an opportunity, whileesghthought it was an inconvenience.

Table 26 Opportunities and inconveniences of managing turahches. Opportunities are

represented by an ‘O’ and inconveniences by an ‘I'.

N Commercial bank Microfinance institution
Rural branches opportunities (CB) (MFI)
and inconveniences
1,2, 3 4/, 5 6/ 1 2 3 4 5 6 7
Collection of deposits O O O D I 1]0
Profitability [ I

Deficient basic services I |

Distance I I

Lack of qualified staff I 1

The points illustrated in Table 26 can be summadrefollows:

Collection of depositdRespondents from CB1, CB2, CB3, CB6, and MF5 dttitat

rural branches collect savings very well. For ins&g the executive from CB1 mentioned

that these branches collect more deposits thamun@aches. The executive from CB6
stated: “Some of our branches are like the oneaissB, it's very, very, very, very good at
collecting deposits, and... very, very, very ofteaytihave to come to Banjul to bring
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cash, because they collect lots of deposits frahehd.” Contrary to these statements,
the executives from MF3 and MF4 mentioned that eraging people to save is a
challenge for rural community credit unions, ane tespondent from MF3 further
clarified that this is due to villagers not haviegular salaries or sources of income.

Profitability: There is a high cost of maintaining these branctesheir viability and
sustainability is a challenge. Respondents expidihat urban branches are more
profitable and clarified that, even though rurarmhes have many clients, they do not
generate significant transaction volume. In thizsge the executive from MF2
highlighted the importance of designing adequataricial products to increase the
volume of business in rural branches. He furthg@lared: “I don’t want to distinguish

and say the rural is not profitable. It is profihs long as you give the right products.”

Deficient basic service®ural branches do not have reliable energy souktest

respondents mentioned the high costs involved thghmaintenance of electric
generators. Additionally, ensuring good communaratietween these branches and the
main urban ones is expensive, especially with &gpethe provision of internet
services. The executive from MF2 explained howlgdkts can be: “For example, right
now in Farafenni and in Basse, it is costing mé, ahabout seven times what I'm
paying in Banjul for connectivity on a monthly b&asiAnother challenge revealed by
MF3 was the lack of adequate infrastructure, egfigaiegarding community credit
unions’ premises. The executive from MF7 explaittet deficient infrastructure in rural

areas increases Fls operation’s costs.

Distance:This refers to the high cost of mobilizing depssitoney from rural branches

to urban ones.

Lack of qualified staffSome respondents mentioned that they have to melileir

well-trained employees from urban to rural brancisdsch adds an extra cost for the

institution.
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3.2.2.1.2  Perceptions of the Rural Population

Most respondents were able to identify opportusitied challenges regarding the
delivery of their services to the rural populatioiThe Gambia. Table 27 details some of

these points.

Table 27Opportunities and challenges in the delivery ofiisess to rural populations.

Opportunities are represented by an ‘O’ and incorereees by an ‘I'.

Opportunities Commercial bank Microfinance institution
and challenges in service (CB) (MFI)
delivery to rural populations [ 11 2] 3] 4]/ 5] 6| 1] 2 3 4 5 6 71
Loan repayment o O OO I @)
Collateral [ I I

Risk (I I I

Lack of familiarity with banking . I

Isolation I

The key points in Table 27 can be described asvil

Loan repaymentMost respondents expressed that people and baesesrural areas

are able to repay loans, as the executive from @B&d: “The experience is that the
repayment in the rural sector is very good, is &88%6.” The executive from CB6
added: "I think they are less risky, | think thegygheir loans. [...] they don’t need a lot
of money to run their small businesses, so whengyeeithem the money, they know
that when they walk through that capital they wéled to come back for more.” Contrary
to these statements, the respondent from MF4 exqalahat timely loan repayment is a
challenge for his institution. However, he highligth the preference for group loans,
whose members are better able to save and payl@e@ks The executive from CB2 also
stated that group loans encourage repayment, githihwe respondent from MF1 warned

about the possible mismanagement of loan distobutly group executives.
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Collateral:Many respondents explained that rural people dammwide adequate
guarantees. The executive from CB2 explained thi#tt, non-salary earners, it is more

difficult to find collateral.

Risk: Activities in the rural areas tend to be more utae and risky. Nevertheless, the
executive from CB2 discussed his institution’s Wwidiness to adapt to these conditions:
“Agriculture is a very, very risky area [...]. We do®king at it closely on how to best
develop a product that will be able to help themdntinue in their request, to make sure
that we can alleviate poverty especially in The @& In contrast, the executive from
CB5 explained that his institution is no longeresding loans in rural branches due to
the high risk.

Lack of familiarity with bankingSome respondents mentioned that rural people do no

always fully understand banking and its servicabeOrespondents added that rural
clients constantly distrust institutions like banks

Isolation: It is generally difficult and expensive to reacinal clients.
3.2.2.2 Perceptions of Rural Forest-Based Enterprises

Even though forest-based enterprises were notderesl to be major customers for Fls,
most respondents were able to identify some chgdlemegarding the delivery of their
services to this sector, and only one respondghiighted an opportunity. The main

issues mentioned were as follows:

Potential policy modification€Executives from CB3 and MF1 considered that @éeing

financial services to forest-based enterprisesdcbalrisky, due to the potential
development of restrictive policies by the governimeghich could impact on business
operations and their ability to pay back loans. &kecutive from MF1 explained: “These
groups or individuals who are focusing their at¢itéd on the forest eventually might face
some challenges because either the government oogie up with an embargo or they
might come with new rules and regulations agaimstuse of the forest, and if that

happens where would they go?”
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Sustainability The executive from CB3 expressed his concernrdaggthe future
availability of raw materials for forest-based messes, if forestry activities are not
carried out in a sustainable manner. Likewise MIkd representative articulated his
thoughts about the ethical implications of unsusthle forestry, and stated: “Yes, there
is a real challenge in forestry, in the rationa aad sustainable use of resources.”
Moreover, the executive from MF5 considered thaegulated forestry activities are a
threat. It is interesting to note that the représgre of MF2 explained that, due in part to
concerns regarding environmental sustainability,ifstitution now requires forestry-
related clients to present their Forestry Departrtieences as a requisite for accessing

loans. He added: “We kind of discourage in our lofiiters in lending to them.”

Formality. The executive from MF2 clarified that requestfogest enterprises to present
their licenses is also a strategy for reducingigieof the product being seized and,

therefore, impacts on businesses.

Versatility: The representative from MF6 highlighted the velisaof the forest sector
by recognizing the variety of activities that ass@ciated with forestry, such as timber
production, beekeeping, and even tourism. Thisardent concluded by saying: “I'm
very much optimistic about these forestry things] [The potentials are great and we

want to be part of it.”
3.2.3 Innovative Services Offered by FlIs

During the interviews, some respondents describiniasting mechanisms that are
helping them reach out to more clients. Table 28 land describes these mechanisms,

and details which institutions are implementingthar planning to do so in the future.
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Table 28Mechanisms used by some Fls to extend their ouireac

Mechanism Description FI
CB2
Mobile banking The bank travels to where the clisnt CB3
MF2
Banking davs The bank visits certain locations on specific diamydo MF2
g day transactions, collecting deposits and making paysien CB2
MF1

Market-place visits  Institution visits its clierdastheir place in the market. ME2

Door-to-door

. Field officers visit customers at their homes. MF1
service

All of the activities described in Table 28 aresally being implemented by at least one
Fl. In the case of mobile banking, the executiwefiCB2 clarified that the bank travels
to the Village Savings and Credit Associations (MEAS) that are near Farafenni in the
North Bank Region of The Gambia: “You have to gayél and drive miles, distances, to
reach out to these people.” Similarly, the respabhffem MF2 clarified that this service
is only offered in the North Bank and Upper Rivagidns. He added that mobile
banking is very good for collecting deposits; hoathere is not a high demand for

loans. CB3 has a car service that only works ardghadrarafenni Branch.

Regarding banking days, the MF2 executive discubsedthis mechanism is currently
implemented only in Basse Santa Su in the UppeerfRegion of the country. He
explained that: “On setup days, in certain locatjaur bank goes to this kind of setup
shop to serve our customers in terms of openinguatts, making deposits, and so forth.”
The executive of MF7 explained that, for estabhghbanking days, institutions can use
the already existing infrastructure, which redus@se of the costs of delivering this
service: “This is what branch-less banking is bthat. Instead of having structures that
will increase your cost, you can use existing tn§ttins and link yourself to existing
institutions to deliver.” The respondent from CB&rified that his institution is still in
the planning phase of implementing this method.d@amng market-place visits, the
executive from MF2 clarified that this service talgace mainly in the Greater Banjul

Area, Farafenni, and Basse Santa Su.

64



3.2.4 Connections among Fls

An interesting issue that came up during somevigess are the connections that exist
among certain CBs and MFIs in The Gambia. Someoregnts explained that the
deposits gathered by some MFIs end up in commdraiaits, and that banks are also
extending loans to MFIs. For example, the responfilem CB2 explained that some
VISACAS deposit their savings with his institutiddimilarly, the respondent from CB3
mentioned that microfinance institutions, like MB2pumber of community credit
unions, and some VISACAS, are clients of his barie executive from CB5 also talked
about other MFIs that place deposits with them. ifaldially, the respondent from CB2
mentioned that his institution is extending crediMF1, and further explained:
“Actually, the first loan we gave out to [MF1] wdshink, at 16%. You try to make it
competitive, so they can lend it out and make prbthink that they lend at 30% to
33%.”

Some MFIs confirmed this information. The execufieen MF1 explained that, when
their field officers collect savings or loan repagmis, they deposit these in the nearest
bank. He stated: “We have bank accounts everywengamount that you collect is
deposited.” Likewise, respondents from MF3 and Miged that community credit
unions and village associations deposit their ggvin different banks. The executive
from MF4 supported this: “We have no place whereceue save the money, so the
maximum we leave here is 5,000 [Dalasi]. If it isnethan 5,000 [Dalasi], we take it to
the bank.” Regarding the extension of loans, adetapocument from MF1 confirmed
that this institution receives bank loans; howetles,document also states the need to
obtain greater amounts of credit to satisfy cliedésnands. Likewise, the executive from
MF5 described current negotiations occurring wiB2CMF2, and another commercial
bank for developing credit products for the VISACASiIs representative also
mentioned that these Fls will establish money terservices in the VISACAS so that
village associations can generate extra income bffening this service. Finally, MFIs
also have interesting connections among themsdhegsnstance, MF1 is assisting some
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VISACAS in their refinancing, and MF2 is requestegsistance from MF5 for the

development of new financial products that are nsoiitable for agricultural clients.
3.3 Summary of Findings

In this chapter, data have been provided to ofteroad overview of the case study
SMFEs. Within the BE of The Gambia, two actors hgresatly influenced the
development and operations of the studied ent@prghe government and associations.
The government of The Gambia, mainly through iteeBtyy Department, has supported
SMFEs by devolving land tenure to local communijt@eviding training and assistance,
and implementing simplified regulations concerniing use of non-timber forest products
and CF areas. Nevertheless, wood-related entesaise revealed constraints related to
the government, mainly pertaining to their rolgerpetuating corruption and illegal
activities. Associations of producers have bengf8®FEs by generating linkages,
strengthening enterprises’ technical and busind$s,sncreasing bargaining power of

SMFEs, providing market support for their produetsd in various other ways.

The studied SMFEs are at different stages of th&siness development. For instance,
some enterprises are formally registered with theeghment or associations, while
others are not registered at all. Similarly, sorv=&s maintain written records of their
business transactions, while others only keep ttmemtally. SMFEs are profitable,
although revenue spending patterns differ depenalingghether they are community or
individually owned. Every one of the studied casegs financial constraints which
occasionally complicate their financial managenaativities. All of them expressed a
need for BDSs to aid them in improving their opierad.

Regarding SMFEs access to FSs, most of the stediedprises maintain savings
accounts in community credit unions and commetualks. Several have obtained
credit, primarily from community credit unions, NGCassociations, and government

projects. None of the studied SMFEs have accesbadlkaloan.
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This research has also presented the perspecfigesearal financial institutions
operating in The Gambia, including commercial basukd microfinance organizations.
Data revealed that opening deposit accounts withlsNdcheaper than with commercial
banks. Similarly, for extending loans, MFIs are mtiexible in their requests for
guarantees than banks. The majority of customedsoéome from urban areas even
though many banks have recently expanded intoutta areas of the country. Fls
identified some benefits of increasing their presein rural areas, such as good records
of collection of deposits and repayment of loanswever, they also mentioned
inconveniences like deficient infrastructure, higbests, and increased risk. Concerning
SMFEs specifically, Fls recognized some challerags®ciated with sustainability,

informality, and sudden policy revisions.

67



4 Discussion

This chapter is divided in three sections thatulsc 1) the opportunities and limiting
factors that SMFEs identify in the BE of The Gamlaispecially related to government
activities, and other actors that have influen¢eirtdevelopment; 2) strengths and
constraints that SMFEs face with respect to thegifess development and their
requirements for services in this regard; and 3F&Mease of access to FSs and
strategies for improving the delivery of these g&s.

4.1 The Business Environment of The Gambia: Opportunites and

Limiting Factors

The government of The Gambia has exerted a positiiteence on some of the case
study SMFEs by generating opportunities in threenraeeas: land tenure; capacity
building and support; and simplified regulationsstand foremost, the Forestry
Department has played a central role in grantingrerights to local communities
through the establishment of community forests.e&Ssao forest resources is considered
an essential prerequisite for the development oFE&(Thoma and Camara 2005,
Kozak 2007a), and it has been suggested that SMfeEwore likely to emerge and
develop in countries with clear land tenure andeaseights for communities and
smallholders (Donovan et al. 2006). In The Gamibiig, reform gave villagers the legal
backing to utilize and commercialize forest prodyeind it also incentivized the
sustainable use of forested ecosystems. My data 8tai villagers were encouraged by
the economic benefits acquired from the commemagbn of forest products.
Concurrently, they acknowledged that some of theierprises are highly dependent on
well-managed ecosystems. Similarly, Romano (200j)es that secure tenure over land

can contribute to the reduction of forest degraasasind deforestation.

However, what deserves to be highlighted with TlaenBGian decentralization model —
more than the process of land devolution by itse$ the gradual transfer of capabilities
and resources that have empowered and truly bedédital people. Decentralization is
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not effective if it is not accompanied by the deyghent of capacity and technical skills,
particularly at the local level (Capistrano andf€oR005, Contreras and Peter 2005).
Romano (2007) indicates that, in many African caesf shifting responsibilities of
forest management to local communities has oniy lpessible by concurrently building
the necessary capacities and providing adequdaititranal support. Specifically, in The
Gambia (and Tanzania as well), “both approachesoated in a process of power
sharing and capacity building, rather than simfliyyeing communities increased access
to the forest resource” (Romano 2007 p. 15).

The Gambian government has demonstrated its conanitta effective decentralization
and continuous capacity building by providing asdestraining for community members
engaged in community forestry and by integratirggharket Analysis and Development
(MA&D) methodology developed by the FAO into theemmunity forests strategy
(Forestry Department of The Gambia 2005). The sasgy SMFEs illustrate that land
tenure clarification and devolution processes ary important; however, in and of
themselves, they may not be as effective in dehgethe proposed aims of forest
conservation and improved quality of life. Thesir$ need to be complemented with

adequate capacity building and support structures.

Another notable achievement of The Gambian goventinas been in ensuring that
existing policies do not hinder the development apeérations of several SMFEs in this
study. Enterprises that employ non-timber foreetipcts and resources from CF areas,
could not identify government regulations that ing@d on the development of their
businesses and they do not appear to be over-teguBome authors point to The
Gambia as an illustration of how simplified ruleslaegulations related to harvesting,
assessment, and management of CFs can be appfiackifective manner (Contreras
and Peter 2005, FAO 2006). This is commendablengivav excessively bureaucratic
forest management can be in many countries (Pelthah 2010), with regulations that
frequently impede and hamper the development of EdPonovan et al. 2006,
Macqueen 2008). For example, Pacheco and Paude)B0te that community forest
enterprises in Nepal are affected by a numbergilagions that constrain their ability to

add value and increase their profitability. In Brkaa similar situation occurs where
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bureaucracy and complex requirements hinder theldpment and operations of forest-
based enterprises (May et al. 2003, Hajjar dbathcoming). In the Philippines, the
preparation of management plans is costly, sinsehitghly technical and often requires
the input from professional foresters (Pulhin e28l10). Comparable circumstances
occur in Bolivia (Contreras and Peter 2005), GualairHonduras, Costa Rica, and

Cameroon (Pulhin et al. 2010), among others.

While the simplification of legal restrictions igasitive trend, a lack of regulation in
certain areas can be counterproductive. For exartiiggoroduction of honey can have a
negative impact on forests if it is not adequatetyulated. Harvesting wild honey with
fire threatens the overall forest condition, asitiegdence of forest fires is increased
(FAO 2005). Simple and easy to follow norms couktdurage rudimentary harvesting
with fire; for instance, allowing only registereddkeepers to commercialize honey could
serve to incentivize the use of enhanced productiethods. Something similar could
also occur with handicrafts; the business ownéhismistudy explained that he currently
has virtually limitless access to raw materialshtfwever, this enterprise increases its
production or more villagers pursue this activityentime, raw materials may become
increasingly scarce or possibly even exhaustdtidfwere to occur, sound regulations
could be an effective means of promoting sustasmaidnagement and active
reforestation of Rhun palm, for example, thus enguthe long-term availability of raw

materials.

Clearly, the government of The Gambia has playeendral role in the generation of
opportunities for the development of SMFEs throdghentralizing forest management,
providing adequate support, and implementing simgigilations concerning the use of
non-timber forest products and CF areas. Neverdhelgeak enforcement coupled with
the tacit approval of corrupt practices, illegdivates, and ill-conceived policies, are
major weaknesses confronting the government frap#rspectives of SMFEs, mainly
wood-related enterprises. These limiting factoesraanifested in various ways, and are

discussed in turn.
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The first limitation is the time that it takes tpdate CF management plans, which
reflects poor implementation capacity by the gowsnt. This constraint is also
mentioned by Thoma and Camara (2005), who notemthatigement plans had expired
in several Gambian communities. Data from this wtu@ not sufficient to identify the
exact source of this problem; it can be a delagedwat the local forest officer level or at
the regional level. Also, it is difficult to estingathe magnitude of this problem as there is
wide variation on the time it takes to update th@aeas — periods of two months to two
years were reported. In theory, the lack of thidaipd document should lead to
interruptions in the operations of CF enterprisas delays in the marketing of their
goods, since these plans are a basic requiremetitfdarvesting and transport of
products. In reality, though, data from the casé=&Mshow that, when villagers need to
harvest, they only request authorization from theebtry Department’s officer, despite
the fact that an updated CF management plan isimdéice. As such, decisions regarding
the use of the forest are left to the discretiothefforestry officer and community
members, which, in turn, can threaten the sustdityadf the forest and lead to
overexploitation of the resource base. Additionatlppens up the possibility of
illegitimate deals between villagers and forestaffsNonetheless, even with the
existence of a community forest management docur@amara and Dampha (2006)
warn that its implementation must be monitoredh®/FEorestry Department in order to

avoid abuse.

The period that it takes to update this documemnt afso point to some unnecessary
bureaucracy. For communities to commercialize theducts, they require an approved
CF management plan, and permits for harvestingramdportatioff. While this may not
seem overly complicated, it can result in serioglayk in the operation of an enterprise.
Pulhin et al. (2010) describe how, despite thereffthat some countries have made to
simplify their regulations, obtaining approval oanmagement plans is still a difficult and
slow process that can take several months or exarsyFor instance, in the Philippines,

% The Divisional Forestry Officer is responsibleapproving CF management plans as well as granting
licenses for harvesting. A “removal permit” is régd for transportation and is issued by any fayest

officer upon presentation of the valid license.
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forest enterprises operations have been interruiiedo the excessive time it takes the
government to authorize harvesting plans (Pulhiad.2010). Complicated processes
may also increase the likelihood of corruptioncsimpportunities for dishonest
behaviour are presented with every extra stepciraimunities need to fulfill (Pulhin et
al. 2010). In The Gambia, this process could bebiied if local forest officers were to
acquire the authority to approve CF managemenspkml communities were allowed to

use the same licenses for harvesting and transjoorta

Corruption at road checkpoints is another challesagdgronting SMFEs in The Gambia.
The implications of corruption can be very seriaisgce it “can place the entire process
of community-based enterprises at risk” (FAO 20059). Legal traders, attempting to
manage forests in a rational way, such as sonmeeatdse study SMFEs, may become
demoralized by having to face constant impedimentise transportation of their
products. This may have the effect of inducing legderprises to change their modes of
operation and become informal if they do not pere@iny greater benefits from acting
lawfully. Weak enforcement on the part of the gowmeent serves to promote illegality by

allowing any forest product to be transported pezgive of its legal status.

The lack of a CF management plan could be relatéais problem, as firewood
enterprises that complained about the time it ta&kegodate their plans were also the
ones facing transportation troubles (F2 and F3§ labk of a management plan could
mean difficulties in obtaining licenses and, theref transportation permits. This makes
it more likely for an enterprise to confront prable at the checkpoints. One association
executive mentioned that road officers do not recagCF licenses as valid; however,
this respondent interpreted this issue as a rekiltinformed officers, rather than a

problem with the legitimacy of the permits.

Corruption is a symptom of profound institutiona¢akness (Hellman et al. 2000).
Addressing corruption is no easy task, especialtyhias been present for many years.
Ferguson and Chandrasekharan (2005 p. 78) stat&tinauption represents a major
impediment to sustainable forest management [..n]2005, the FAO (2005) stated that
this issue was being treated at the highest lenélfie Gambia, and it was considered
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critical and urgent. Our data confirm that thiskgemn is still widespread and is
hampering some of the efforts of enterprises thabtempting to use their forest

resources sustainably.

lllegal competition is another issue that highlgytite weak enforcement capacity of the
government in The Gambia. lllegal competition ima@or constraint because illegal
production and trade of forest-based goods distoaikets by lowering prices, thus
making community forest enterprises less competithdding to this, many formal
forest-based enterprises have agreed to mainfaiedprice for their products and to
share revenues with the government, leading tpithéuction of more expensive goods.
lllegal forest products abound in many markets (@@m et al. 2006) and the problem is
so severe in some forest-rich countries that 509086 of forestry activities occur

illicitly (Contreras-Hermosilla 2002). Thoma andr@ara (2005) state that, on occasion,
illegal traders even use CF names to mask thenatipas. lllegal competitors in The
Gambia may also be linked with corrupt road chealggpsince they seem to be
successful at moving their products through Gammmadways. This may be the result of
close ties with bandits and corrupt officials mangwoad checkpoints, but it also speaks
to a general lack of enforcement to curb illegaivétees in the forest sector (Contreras-
Hermosilla 2002). Additionally, it may reflect exsseve bureaucracy for some forest
policies, as the size of informal sectors is oftesitively correlated with the amount of

regulations in place (Contreras and Peter 2005).

A final negative aspect with respect to the governtis impact on SMFEs and
community wellbeing relates to the embargo on $iseance of timber licenses and the
use of chainsaws that is affecting timber and lotgmgrises in The Gambia. Such bans
are not uncommon. Brown et al. (2001) state thatadrthe reasons that governments
implement forestry bans is their inability to effigely monitor logging operations. For
instance, Pulhin et al. (2010) report that the goreent in Nicaragua instituted a ban
prohibiting certain forestry activities after it sanable to enforce legislation. Thoma and
Camara (2005) report that charcoal production veamed in The Gambia after this
activity became uncontrollable. Forestry bans yaaehieve the proposed outcomes they

were originally intended for, such as halting de&tation and ensuring forest
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conservation (Contreras and Peter 2005). In Vietdanexample, illegal logging
increased after the implementation of a ban (Coarand Peter 2005). These
prohibitions also have economic and social impiiet, as evidenced within the studied
communities in The Gambia where villagers’ soumascome (from timber and log
enterprises) have been reduced. An additional itngfabe embargo is that it penalizes
individuals and groups that are striving to propenkanage their forests; for example, it
very much restricts the potential operations of samity forest enterprises, and is a
contravention of the rights acquired by some ladlédges. An alternative to such drastic
and unenforceable policy could be the promotionexmhnsion of participatory
approaches, which have been shown to be an eféect@ans of promoting a sustainable

use of forests in The Gambia (Thoma and Camara)2005

Even though the limitations mentioned pertain dolyood-related enterprises, they may
eventually disrupt the operations of other (non-d)o8BMFESs since they represent a
threat for the overall conservation of the for€sintreras-Hermosilla (2002) states that,
although governments may have a true commitmeentorce the law, they may fail
because they do not have adequate resources tatexkeir duties. Contreras and Peter
(2005 p. 53) add that “increasing the efficiencyha public forest administration often
requires many more resources than are presentiableain most countries.” Thoma and
Camara (2005) note that the Gambian governmens lsglstantial financial means to
implement its plans related to sustainable nat@sdurces management, and they
specifically point to the mobility constraints afréstry staff to reach communities. For
instance, the government’s implementation guidsliioe CFs stress the need for external
funding to establish basic infrastructure and “amoek of operational forest stations and
field offices” which are required all over the coyn(Forestry Department of The
Gambia 2005 p. 76). The Forestry Department’s lsggeallenge is in obtaining funds
for continuing with the implementation of its parpatory approaches (Thoma and
Camara 2005).

Associations of producers have also been strapegioers in supplementing government
efforts. They have provided SMFEs with capacitydiog activities and various other

support services. For instance, the MA&D trainingsvachieved with the collaboration
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of two local associations — NBAG and JATIFIF (Thoaral Camara 2005). Social
organizations can be instrumental for solving teklof connectedness facing many
SMFEs; they can improve their negotiating capasiéied link them to policy processes,
markets, and service providers (Macqueen 2007agivzen 2008).

In summary, the government of The Gambia and agorns have been important actors
influencing the development of SMFESs. This casdytas shown the efforts and
determination of the government to improve foreahagement, by gradually devolving
land tenure to local communities, providing capabitilding activities and institutional
support, and implementing simplified regulationiated to non-timber and CF
enterprises. Associations have played an esseolgin complementing government
activities by supporting SMFEs in diverse ways. &lgheless, ill-conceived policies
coupled with deficient enforcement, corruption, dletjal activities, are major

limitations still confronting wood-related SMFEstime BE of The Gambia.
4.2 SMFEs and their Business Development

Forest-based enterprises require specialized BxSzuflding and strengthening their
capacities (Donovan et al. 2006). Developing bussirskills is one of the most important
factors influencing the success of a business lamdéneration of business skills is an
important pillar of the community forestry stratagyThe Gambia (Macqueen 2010).
That said, all enterprises in this study reveahednteed to continue developing their
capacities, especially related to forest managenectinical skills, and general business
and financial administration. Our data clearly shbat the provision of BDSs should not
be restricted to one-time events but rather shbealdrovided on a continual basis, as
enterprises are dynamic entities that develop needs or require refreshing of already
acquired knowledge. Each type of SMFE in this stody different advantages and faces
specific challenges, as they are at different stag¢heir business development.
However, with the provision of BDSs, it is likelgat SMFEs will be able to reinforce

their advantages and tackle some of their weakeesse

75



Record keeping is essential for assessing an eisegprogress, managing revenues,
and for encouraging investors should the busiregsire upgrading (Macqueen 2010).
All community-owned enterprises in this study h#we advantage of keeping records of
their business transactions; however, the majofiipdividually-owned SMFEs do not
do so. This may occur because communal busineasesd be accountable to a group of
people and to the communities in which they opetdtevever, another reason may be
that most individual businesses have not beenddaim accounting, record-keeping, and
even in literacy issues, so an absence of writteards may reveal a lack of skills rather
than a lack of willingness. In this context, a pston of BDSs is necessary for
developing SMFESs’ financial management skills, sinecord keeping is a crucial aspect
of enterprise governance. As Donovan et al. (2009 ptate, "[...] nearly 90% of
successful Ugandan SMFEs keep accounts and makeatvadlable to members”.

Profit distribution is another difference betwe@menunity- and individually-owned
SMFEs. Our data show that communal enterprisestteatiocate their profits towards
the well-being of the community and the maintenasfadde ecosystem, while individual
SMFEs spend their profits primarily on individualdefamily needs. Community forest
enterprises are businesses that distribute theentees according to community interests
and “are not simply about subsistence” (Macquedi®20 5). Additionally, all of the
communal SMFEs studied show a clear capacity fanga, while less than half of the
latter group does so. In this sense, communal giges seem to be more inclined to
satisfy the medium- to long-term needs of a groupeople, whereas individual
businesses deal more with the short-term and urgegnirements of particular
households. Even though both types of SMFEs cangvlamportant role in improving
the quality of life for forest-dependant peoplesiividually-owned businesses may
require BDSs for managing revenues more appropyiatel strengthening their business

planning.

Most enterprises stated that there is a high maléetand for their products. Thoma and
Camara (2005) confirm this situation, especialtyareling firewood and timber demand
in The Gambia. Robust demand is clearly an oppdytéior any business; however, if

not adequately handled, it could jeopardize théasmebility of wood-related enterprises
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and their CFs. Market pressure, coupled with fimgraonstraints, is an ideal recipe to
drive enterprises into exploiting their forests $twort-term gains. This could already be
occurring with many branch-wood and firewood entegs in The Gambia.
Contradictory information on the profitability ofie firewood business may be indicative
of the fact that villagers are harvesting more taat they are actually admitting.
Moreover, the likelihood of this situation occugimay increase in the absence of an
updated CF management plan and with weak enfordemetace. Similarly, most
branch-wood businesses do not hold valid licerseggesting that they harvest forest
products without any legal or sustainability guides. With an appropriate delivery of
BDSs, it is plausible for enterprises to deal witeir financial constraints, while taking
full advantage of this market opportunity. For arste, SMFEs could be assisted in the
management and re-investment of profits, in stteghg technical skills (thus
maximizing production and minimizing environmentapact), in forest protection and
reforestation, in legislation compliance, and mgeaerally, in increasing their overall

competitiveness.

BDSs may even assist enterprises in increasingdbhstomer bases. For instance, most
beekeeping enterprises are fully dependent on éisswciation as the only customer
(acting as an intermediary). This over-reliancelddoe risky, given that associations face
challenges and, therefore, have a possibility ilihta(Campos et al. 2005, Macqueen et
al. 2005). With the proper delivery of BDSs, entegreurs can develop skills for
diversifying their client bases, thus increasingjtihhesilience and reducing risk.
Additionally, they can be assisted with technioglertise for delivering a continuous
supply of honey throughout the year.

The case study SMFEs show that, in The Gambiae tbewices have been provided by
the government, associations, and NGOs, sometimvedsing the aid of international
development agencies. Some authors question tharsatslity of delivering BDSs using
highly-subsidised approaches (Macqueen 2008),es® thsually entail high-costs,
limited outreach, and questionable quality (Altergband Stamm 2004). For example,
Donovan et al. (2006) criticise BDSs in the forgsttor, claiming that they have mainly

been focused on technical and forestry skills,enathan on developing more general
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business management abilities. In this contextaeket-based approach based on supply
and demand has been proposed, which could imphavguality and outreach of these
services. Nevertheless, implementing such an apbrsavery complex (Altenburg and
Stamm 2004, Donovan et al. 2006, Macqueen 2008pmgwvarious issues, it needs

BDS providers to adjust their services for foreasdd enterprises and requires the
willingness of SMFESs to pay for these services (@@m et al. 2006). This may not be
feasible for many of the studied enterprises, aaffgthe ones with minimal profitability
and major financial constraints. In these circumsés, a combination of partly-
subsidised services may be more appropriate. Bnesitron into a market approach for
BDSs can be slow and difficult, and in some corgextmay be easier to reform existing

public institutions than to develop new private ®&ltenburg and Stamm 2004).

Associations could play an important role in impngvthe delivery of BDSs. They can
be instrumental for reducing costs and achieviranemies of scale. Macqueen (2008 p.
28) states that “often the quantity of BDS thatieiguired by a single small or medium
enterprise is too little for BDS providers to batldeveloping a service,” and he notes
that associations can assist in overcoming thiestge. With the necessary expertise,
associations can also deliver these services birgcissibly charging a premium for
their work. Additionally, they can establish linkeggand alliances to connect their
members with other BDSs providers.

In summary, SMFEs in this study have differentrggths and constraints with respect to
their business development. Therefore, a continaodseffective delivery of specialized
BDSs can be strategic for enhancing their managam@business capacities. For
instance, BDSs can assist entrepreneurs in acquhrenknowledge necessary to comply
with legislation, in implementing good governanoe &asic transparency, in enhancing
financial management skills, and in general, iratng a culture of business and strategic

thinking.
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4.3 SMFEs’ Access to Financial Services

Financial Institutions in The Gambia — especialiyks — are expanding. Our data show
that many have opened an average of one brangfepesince their founding, and many
expressed plans to continue broadening their braatkorks. Reports from the Central
Bank of The Gambia confirm that, at the end of 2Qb&re were nine commercial banks
(Central Bank of The Gambia 2007), while in 201&re were 14 (The Central Bank of
The Gambia n.d.), representing a 55% increaseeimtimber of institutions in only three
years. This expansion intensified competition, Whioproved the services offered by
the banking sector (Central Bank of The Gambia 208dditionally, competition puts
pressure on banks to spread out to low-income pdaplited Nations 2006), which may
partly explain why the banks in this study are exjmag into rural areas and a few are

even offering microfinance.

The expansion pace of financial institutions intcat areas of The Gambia could be
accelerated with improvements to basic infrastmectBetter infrastructure and improved
human capacity have been shown to reduce the assteiated with providing
microfinance (United Nations 2006). Fls in thisdstwecognized the opportunities of
expanding their reach into rural areas, such ad geaords of collection of deposits and
loan repayments; however, they also identifiedtitmons like deficient infrastructure
and unreliable services, which increase their dpmeral costs. Pagura (2008) explains
that high costs make FlIs hesitant to enter ruraketa. Therefore, it is likely that, by
providing reliable energy sources in the major tewheach Gambian region, coupled
with an improvement in communications and road net®, FIs could reduce their costs

and hasten their expansion.

Even though FIs in The Gambia are broadening teaich in rural areas, they are still
not offering SMFEs with a full range of financiarsices, especially credit. The studied
SMFEs have an easy access to deposit accountd) i8lgonsiderable given that low-
income rural population “greatly value access fe savings services” (Spantigati and
Springfors 2005 p. 16). Data from this study shbat it is affordable to open accounts,

primarily from microfinance institutions but, dei#ng on income, also from
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commercial banks. In general, banks restrict deépodection with requirements for high
opening balances (Basu et al. 2004), thus predushmall savers (Gulde et al. 2006). In
The Gambia, these high costs have limited peopla ficcessing bank accounts (Gulde
et al. 2006); however, our data indicate that apg®ai bank account is still affordable for
some, as most community-owned enterprises savebaitks, requiring approximately
1% of their annual profits to do so. Neverthelésspther less profitable SMFES, this
would represent a significant cost that is outhefitreach.

Community credit unions can be a strategic optmrémote communities that have no
access to other FlIs. Our data show that all SMRB&liage D, which are located at a
greater distance from the main road, have a sadogsunt in their community credit
union. However, this does not take place for the=&blin Village A, which have access
to a credit union as well as to other Fls. Credibas have a crucial role to play in
reaching the most remote communities and poorenlptipns (Spantigati and Springfors
2005, Helms 2006). In various rural areas, theg &ill the only source of deposit and
credit services, apart from the informal finanecrarket” and they are characterized for
delivering inexpensive loans (Spantigati and Sgargg2005 p. 34). For example, in
Africa, cooperative groups and village associatiozrge been essential for collecting
savings and expanding the outreach of financialises (Basu et al. 2004), and in West
Africa “more than 3.7 million clients were reachesiof the end of 2004 [...]” (Helms
2006 p. 42).

The delivery of credit from FlIs in The Gambia —edplly banks — is much more limited
than their mobilization of deposits. The case stBMFEs have been successful in
acquiring finance from credit unions, MFIs, andestbrganizations, while none of them
have obtained bank loans. In The Gambia, formahB&ige not been successful in
attending to the poor (Sanyang and Huang 2008} dduld be due to the fact that most
Fls require guarantees for extending credit, butyngeople “[...] do not have collateral,
and this is the characteristic that primarily exiels them from formal credit sources”
(Helms 2006 p. 23). Our data illustrate that micrafice institutions are more flexible
than commercial banks in their requests for caltdt@s some MFIs accept different

types of guarantees, like small property and hoalsekems, or individuals securing one
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other within group mechanisms. MFIs even rely aral&knowledge (Helms 2006) and
the character of individuals (United Nations 20@6)d some even ensure clients’

repayment capacities by delivering loans gradually.

As Fls are not effectively meeting SMFEs creditdse®ther institutions, such as NGOs,
associations, and government projects, seem tillibg the gap. In The Gambia, donors
and NGOs are supporting microfinance projects, witghaim of promoting rural
development and alleviating poverty (Sanyang andrig2008). Donor-based
microfinance tends to be focused on credit-onlyeswnds, and do not require savings as a
condition for extending other services (Basu e@04). In particular, NGOs have been
very effective in reaching communities where migrafce institutions are barely present
(Basu et al. 2004). The activities developed bg¢hson-FIs are positive as they can
partially meet rural credit demand and contribotpdverty reduction, especially when
credit is directed to income-generating endeavddesertheless, these interventions tend
to have limited outreach and are not sustainabkc(een 2008), especially when they
are without proper financial management and bac&mantigati and Springfors 2005).

In addition, when these non-Fls are highly subsidjzhey can “undermine the
development of sustainable microfinance and disk&tmarket” (Spantigati and
Springfors 2005 p. 83). Also, they tend to offerasrow range of financial services as
they are only focused on credit delivery. It ielkthat, until FIs become more effective
in meeting rural credit demand, these other insbitis will keep filling these financial

services space.

4.3.1 Strategies for Improving the Delivery of FinancialServices to
SMFEs

The delivery of financial services to SMFEs carfdmlitated by the implementation of
various strategies directed towards improving tEealBd the provision of BDSs. Some of
these strategies are: establishing group-basedanisrhs; endorsing linkages and
connections between Fls; promoting formality am8MJEs; delivering community
forest management plans on time; maintaining stadlieies; granting communities’

clear ownership over forest resources; and offeBNt-Es with adequate business
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training. Diverse actors, such as the governmaspa@ations, Fls, or SMFEs, can fulfill

specific roles in promoting or implementing thesategies.

The formation of groups or associations can beunstntal in increasing the outreach of
FSs. Group-lending is “one of the most charactermicrocredit innovations [...],” as
they can reduce transaction costs, improve théhiked of repayment, and relax
guarantees (Spantigati and Springfors 2005 p.HiBancial institutions can reduce costs
by lending to a group rather than to individualegptises (Macqueen 2010).
Additionally, they decrease risk, as individualsaugantee each other, thus ensuring a
higher probability of loan repayment (Basu et 802, Spantigati and Springfors 2005,
Helms 2006). Moreover, groups can enhance accessdd, since they can act
strategically to aggregate individual savings asé tlnem as collateral (Basu et al. 2004).
Even though some Fls in The Gambia are alreadyugioup-based lending, it is
important for other Fls to recognize the benefitsrgplementing such a mechanism.
Similarly, it would be strategic for SMFEs to stgéimen collective action as a means of
facilitating their access to FSs. The governmentdtalso play a role in assisting

associations to become stronger and by encourdggniprmation of new ones.

Another strategy for improving the delivery of HSshe generation of linkages and
strategic alliances among Fls. In The Gambia, coroiaébanks and microfinance
institutions are working together to improve théivaey of their services, showing that
they can combine forces instead of duplicating tliBasu et al. 2004, Gulde et al. 2006).
Banks do not need to downscale directly into mioaice, since they can reach remote
populations by creating alliances, and do so at ®v costs and risk (Pagura 2008).
With the development of these linkages, “the protpef enhancing financial deepening
have improved” (Basu et al. 2004 p. 11). Governmantd donors can play important
roles in the promotion of these linkages (Spantigadl Springfors 2005). For instance,
the Central Bank of The Gambia encourages finacoadpanies to invest in village
banking associations, thus benefiting banks asdhewble to use local branches for
delivering services, and benefiting MFIs as thayturn, become capitalized (Central
Bank of The Gambia 2007).
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Promoting formality among forest-based enterprisesother aspect that could
incentivise investment in SMFEs. Formality may mrawmportant for some Fls as it
ensures the legality of forest products, thus reduthe risk of confiscation and loss. In
this context, some community-owned enterprisescchalre an important advantage as
they are registered with the Forestry Departmedtrave ownership certificates for their
CFs. However, it could be problematic for other SdFhat are acknowledged by the
Forestry Department but lack a written record. §beernment has a vital role in
promoting formality by establishing simple and ipersive procedures that allow forest-
based enterprises to register. Additionally, important for SMFESs to perceive that the
benefits of formality exceed the costs, as entregues frequently choose the path that

maximizes their economic gains (IFC 2006).

Delivering community forest management plans oreteould also facilitate SMFEs
access to FSs. CF management plans provide evidéaceenterprise’s ability to plan
and may provide higher certainty with respect to¢bntinuous supply of raw materials,
thus lowering the perception of risk associatedh\@MFEs. For instance, in Guatemala,
annual forest management plans were accepted Alyldaoks (Paudel et al. 2010), and as
these were previously approved by the governmbeaey, provided additional confidence
about the legitimacy of forestry activities (JunR®07). Moreover, CF management
plans are strategic in nature and of great advarttaGMFEs, as they reveal their
capacity to act sustainably. This could be relefansome financial institutions that set
environmental requirements as conditions for legd®pantigati and Springfors 2005).
The Forestry Department of The Gambia should ertbatehese plans are approved and
delivered on time, as the lack of this documentgraatly restrict an enterprise’s ability

to access FSs.

Maintaining stable policies is another strategy ttwauld promote investments in the
forest sector. The likelihood of sudden modification forest regulations may hold back
Fls from investing in forestry, as these policiesld hamper the operations of SMFEs,
and thus, their capacity to repay loans. “Unprexdile changes in government policy or
regulations increase risk in the business envirartraed produce large disincentives for

investment” (Hellman et al. 2000 p. 26). This canas exacerbated by some current
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forest policies in The Gambia, such as the embangihe issuance of timber permits,
which completely halted the operations of timbedt bog enterprises. It is important for
the government to be cautious when designing @dithat not only affect the operations
of some enterprises, but have the potential to derttze overall image of the forest
sector. Governments can determine the real imgabeo policies through the use of
specific methodologies, such as the Regulatory thpasessment (RIA) (Macqueen

2008), which could prove useful for the Gambiarecas

The continued devolution of land tenure into thedsaof communities remains critical to
determining SMFES’ access to FSs. Secure rightsregeurces is often a requirement

for financial investments (Macqueen 2010). Finanastitutions in Africa “stressed the
importance of clear concession policies and landrarrangements as a prerequisite for
private sector investment” in the forest sectore@p 2006 p. 23). Similarly, in
Guatemala, clear and long term access to forestiress incentivized banks to offer
credit to forest-based enterprises (Junkin 20@i7his sense, continuing with the
decentralization process of forest management e@@ambia is strategic, and it is in the
best interest to allow more communities to acqcliear and secure ownership over forest

resources.

Finally, the provision of BDSs can facilitate SMFBscess to microfinance, as BDSs
assist enterprises in enhancing profitability, aelmg sound management, and reducing
risk. Small businesses with no financial or plagrabilities rarely become bankable
customers (Spantigati and Springfors 2005). Fdaims, in Guatemala, the availability
of BDSs to SMFEs was an important factor that itigeed banks to offer larger loans
(Junkin 2007).

In summary, Fls in The Gambia — especially ban&se-in a process of expansion;
however, the delivery of FSs is still limited. WehiEMFESs do not face major restrictions
in accessing deposit accounts, they do face limitatwhen accessing credit.
Microfinance institutions, especially cooperativedit unions, have played an important
role in satisfying SMFEs credit demand. Neverthel&850s, associations, and
government projects have taken the lead in the@gliof credit-only schemes. With the
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implementation of various strategies, such as ghmged lending, delivering CF
management plans on time, promoting formality amfongst-enterprises, maintaining
stable forest policies, and providing a continusugply of BDSs, it is likely that SMFEs
in The Gambia will improve their access to adeq&&s, which could assist them in

running and upgrading their businesses.
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5 Conclusions

Small and medium forest enterprises (SMFEs) caanbeffective means for alleviating
poverty and promoting forest conservation in depelg countries. Nonetheless, the
literature in this domain is rife with several dealges facing these enterprises, all of
which limit their capacity to develop and grow.drder to tackle these limiting factors,
SMFEs usually require reforms in their Businessiemment (BE), the provision of
Business Development Services (BDSs), and adequaéss to Financial Services (FSs)
(Donovan et al. 2006, Macqueen 2008). The Gamhiddad as an example of a country
where SMFEs are emerging (Donovan et al. 2006)him Gambia, the government has
improved the environment for community forestrydrgdually transferring forest
ownership to local communities. Additionally, vijars have received assistance for
building their capacities in forest and businessag@ment, thus enabling them to plan
and develop sustainable SMFEs (Thoma and Cama#).208vertheless, there is a lack
of information about the sources of FSs that tleederprises may be experiencing and

the possible financial struggles facing them.

The goal of this dissertation was to improve outernstanding about SMFESs operating in
The Gambia after the support that they receiveeéfiorming the BE and in the provision
of BDSs. Specifically, this qualitative researcld tlaree objectives: first, to identify the
opportunities and limiting factors facing SMFEsasdjng the BE of The Gambia;
second, to determine the opportunities and comssraf SMFESs concerning their
business development and their need for BDSs;lard] to evaluate SMFES’
accessibility to FSs, and determine strategies\fwove the delivery of these services. In
order to achieve these objectives, a multiple sasdy strategy was employed. In total,
16 SMFEs that focused on five different activitifiewood, ecotourism, beekeeping,
handicrafts, and branch-wood; and 14 Fls, clagssdiesix commercial banks and eight
microfinance institutions, were studied. Data wewkected from multiple sources, such
as interviews, focus groups, documents, and obsenga The study was bounded to the

Western Region of the country.
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Data from this study show that, in the BE of Ther&, the government has taken a
leading role in generating opportunities for theelepment of SMFEs. This has been
done by implementing an effective decentralizaparcess that has involved the
devolution of land tenure to local communities, gled with the implementation of
capacity building activities, institutional suppaahd simplified regulations concerning
non-timber and CF-related enterprises. Associatbdqsoducers have also been
instrumental by providing SMFEs with training ararieus other services. Nevertheless,
ill-conceived policies tied with weak enforcemestdrruption, and illegal activities are

still major limitations confronting wood-related $fs in the BE of The Gambia.

SMFEs are at different stages in their businesgldement; however, all of the cases
agreed on their need to receive ongoing and sjssiBBDSs to assist them in:
complying with legislation; implementing sustairalidbrest management; obtaining the
necessary skills for good governance and basispaency; enhancing financial

management skills; and improving their competite®s) among various other issues.

The studied SMFEs demonstrate that there ardatitlers that limit their access to FSs.
They have been successful in accessing depositesyhiowever, they still face
limitations for acquiring loans, especially fromnemercial banks. Our data show that
microfinance institutions, especially cooperativedit unions, have played an important
role in satisfying SMFEs credit demand. Neverthel&850s, associations, and
government projects have taken the lead in the@sliof credit-only schemes, thus
filling the gap left by Fls.

Even though the three main components for assiSMBEs — the BE, BDSs and FSs —
have been described separately in this thesis,ateegll deeply interconnected. For
instance, strategies directed to improving the BEhe provision of BDSs, could serve to
enhance SMFEs access to FSs. Some of these stgategild be: promoting formality
within the forest sector; encouraging the formatdassociations and strengthening
collective action; developing stable and long téonest policies; endorsing collaboration
between commercial banks and microfinance instiigti and assisting SMFESs in
developing adequate business skills.
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5.1 Implications

This study represents a first pass at studying S¢MRHhe Gambia using the BE, BDSs,
and FSs as parameters. Thoma and Camara (2008)eaRA0O (2005) provided valuable
information about the BE and the provision of BD&scommunity forestry enterprises

in The Gambia. However, there are no studies aBMRES’ access to FSs and the
potential challenges that these enterprises caubfdding in this regard. This thesis offers
an updated view of SMFEs in The Gambia, and isunstntal in providing an
understanding of the challenges that still facenthdespite the support that they have
received. Additionally, this study makes importaahtributions to the scarce literature

that exists on small-scale forest enterprises aistbfimance.
5.2 Recommendations

A number of policy changes or actions by governma@onors, NGOs, and the private
sector, could enable the further development addbbased enterprises in The Gambia.

These include:

Generating an enabling environment for the develgmf SMFES:

Instead of providing isolated and one-time solwgitor dealing with the complex
challenges of SMFEs, these enterprises would lerlssrved with more holistic efforts
to provide an enabling environment, with a funcignBE, the continual provision of
BDSs, and adequate access to FSs. This would 8IMRRESs to achieve their ultimate

aim of becoming self-sufficient enterprises.

Inter-sectoral approach for providing an enablingimnment for SMFEs:

Reforms in the forest sector tend to be very comfacqueen 2008); therefore,
generating an enabling environment for SMFEs wkélly require an inter-sectoral
approach involving the cooperation of various pulbld private institutions. For
example, in order to reform aspects of the BE & Gambia, such as forest enforcement,

corruption, and illegality, the Forestry Departmetit require collaborations from other
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public offices (e.g. the police force, the judicgktem, the financial ministry), as well as
the commitment from civil society. Similarly, to prove the provision of BDSs and FSs,
cooperation between the private sector, variougigouent departments, associations,
and SMFEs will be needed.

Strengthen associations and collective action

Associations were a cross-cutting theme in thisatistion. If adequately managed, these
organizations can promote reforms in the BE, previdiltiple services that no other
actors are delivering, and establish linkages wétious institutions that could benefit
SMFEs. Associations could be promoted and strengtheeither by the government,

donors, or SMFEs themselves.

SMFEs should promote themselves as formal andinabta

Several of the SMFEs included in this study, esgscCF enterprises, have various
characteristics that could make them desirableoousts for FIs. For instance, many have
received BDSs, have control over forest resou@esformal, and act in a sustainable
and conservation-oriented way. If these enterpmgse to recognize these strengths,
they could better promote themselves to Fls anitittde their access to FSs.
Additionally, the Forestry Department and assocraicould assist by communicating

these points to banks and microfinance institutions

5.3 Research Limitations and Future Work

The Gambia is cited as a promising example of gpgtory forest management (FAO
2005, Thoma and Camara 2005, Macqueen 2010) amd@stry where SMFEs are
emerging (Donovan et al. 2006). However, more ©@¥ of forests are still under state
control, while less than 7% are community-ownedhflraet al. 2010Y. The research

presented here may provide insight on the circumes&of SMFEs as they pertain to

2L Report prepared in 2010 for the Global Forest Ress Assessment of the FAO. Data corresponds to
2005.
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community-owned forests located in the Western &egf the country, but not the
majority of SMFEs in The Gambia that do not opevatlin the context of a community
forest and that are located in more remote regieuiire research should explore these
other types of SMFEs in further detail to gain aaremore robust understanding of the
roles that the government and associations pléyaim development, and to assess their
situation with respect to business developmentaacéss to FSs. Additionally, this study
only examined operational and functional SMFEstefae, future investigations could
explore enterprises that have ceased operationsdar to identify some of the factors

that contributed to their failure.

It is important to acknowledge that interviews éoclis groups with individuals from the
case study SMFEs and FlIs were the main sourcestaffor this study. Even though
some information was triangulated with grey literatand observations, the results are,
for the most part, qualitative and based on padicis’ perceptions and interpretations.
Furthermore, public officials and staff from ther&éstry Department were not
interviewed, so government perspectives were nasidered in this research. Similarly,
the perspectives from private BDS providers wereimduded. Future research could
explore these other perspectives in order to aetaevetter understanding of the context
and potential opportunities or limitations facinglSEs. New studies are also
recommended for identifying other underlying causiethe weak enforcement,
corruption, and illegal activities that were obsztn this study, so that viable solutions
which address these issues can be brought forithtiéaally, further investigations
could also look at better ways in which BDSs ccadddelivered, whether it is through
market approaches, or in association with publdtiyen mechanisms.

This thesis studied some aspects of the busines®ement of The Gambia principally
related to the political and regulatory framewarkyertheless, it did not include issues
associated with the macroeconomic environment@ttuntry. Future research could
take into account some macroeconomic aspects ferrdming their effect in the

development of SMFEs.
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Even though this investigation shows that assariathave been instrumental in
supporting SMFEs in a diverse array of ways, newliss should look at the weaknesses
and constraints facing these organizations in aaetentify ways of improving their

efficacy and strengthening their efforts.

Finally, this dissertation indicates that formakilyd sustainability of forest enterprises
could be important factors determining their acdedsSs. Further research is
recommended for determining the extent to whiclsehactors come into play for
financial institutions, as these could be strategeas where SMFEs require further

support.
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Appendices

Appendix A — SMFEs Interview Protocol

1. Can you give me general information about the gnige? (Kozak 2007b)
a. What is the business structure (company, foundatooperative)? Is it
formally registered? If not, why not?
How long has the enterprise been running?
How many employees do you have? Are they from tmersunity?
How is the management process? Who manages itfokolong?

Do you belong to any association?

-~ ® o o0 T

Does the enterprise have a business plan? (Kozako20
I. If yes: When was it created? Has it been useful?
ii. If no: Has it affected not to have a business plan¥hat way?

2. Can you describe what are the primary product&iices you offer?

a. How much do you produce every year? (basic info)

b. Do you think it is a product of quality?

c. Is there something you can do to improve its valuguality?

d. Are there any limitations for making these improesns?

e. Do you face any difficulties related to the sougsiprocessing, storage or
delivery of your product?

f. How do you promote your products / services? (Kdza®7hb)

g. Can you think in any way in which you can promateaibetter way your
product to increase your sales? How?

h. Along time, do you know if your sales have increbsdecreased?

i. Who are your most important customers? Where do sell your

products?
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3. How is the financial situation of the enterprise?

a.

Do you keep any financial records? (Balance shéeteme statement,
and cash flow analysis) (Macqueen et al. 2009)
I. Is there a specific person in charge of finangales? Have they
been trained for this?
Do you know how profitable it is (net income or miags before interest
and taxes)?
i. How do you distribute the profits?
ii. Where are the profits saved?
iii. The community benefits from these profits? How?
Does the enterprise engage in any type of finaptzaining?
What type of financial constraints do you have?
i. Which are the most serious?
ii. How are you dealing with these?
How would you rate the current financial situatmfithe enterprise? Very
Satisfactory, Satisfactory, Dissatisfactory, Vengdatisfactory. Why?

4. How did you obtain capital to form the enterpri¥é@re you satisfied?

a.

Currently, who (FFls, IFIs or actors within the wal chain) provides
financial services to the enterprise?
What type of financial products they offer you s@ashsavings, loans, and
leases, insurance?
What terms or conditions do these services have?

i. Do you need to have initial deposits or an accdantaccessing

their services?

ii. Do they charge you administration fees? (Macquéah €009)
Do you have formal (written) or informal (verbaBraements in place?
Have you ever asked for a loan?

i. Were there any maximum or minimum amounts of fiiagfe

ii. How much time do they give you to pay back youna
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iii. What interest rate do you pay? Do you considepjirapriate or
high?
How satisfied are you with your current provisiohfimancial services?
Very satisfied, Satisfied, Dissatisfied, Very dissfeed. Why?
Please describe in detail how you would improve ghavision of these
services, so they can fulfill the enterprise finahoeeds.
i. Which specific financial products you require thest?
ii. For which purpose do you require these financiatlpcts?

5. Have you ever approached a formal financial ingtitu (that is formally

registered with the government) like a bank, creddperative, etc? Which one?

a.

If yes:
i. Can you describe how the experience was?

ii. Did you obtain what you were looking for?

i. Can you describe why you have never approached rm@mafo

financial institution?

c. Are you familiar with the services that formal fir@al institutions offer?

Has a bank or credit cooperative ever denied ytaaa? Did they give

you any reason?

6. Have you ever received any sort of training? (Ko2@&7b)

a.

If yes: Can you describe how it was? Which orgamrmadid it? Was it
helpful? (Very helpful, Helpful, Unhelpful)

Are there any technical experts within the entsgsi

c. What is the most important technical or capacityitiition?

Can you specifically tell me in which areas do ymed more training for

improving the capacity of the enterprise?
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7. Does your business differentiate in any way frasrcampetitors? (Kozak 2007b)

a.

®© oo o

Can you describe which one is your most importaivaatage/s? (Price,
product, promotion, accessibility)

Which are your most significant disadvantages?

How can you address these disadvantages?

Who are your most important competitors?

Do you have any illegal competitors?

8. Are there any policies that are affecting the depelent of the enterprise?

a.
b.
C.

What about taxes and regulations?

Is the access to resources clear?

Can you describe how the government can be mongostine with Small
Forest Enterprises like yours?

What are the major challenges the business facef64 to raw materials,
conflicts between villages, compromise, profitapjletc.)

What changes need to occur in order to enable Stoadist Enterprises to
succeed? (Kozak 2007b)

9. What aspects have been fundamental for the sunawal success of the

enterprise?

a.

b
C.
d

What about government support? In which way?

. Technical assistance?

What about belonging to an association?

. Are you optimistic about the future? What are yonost important

opportunities?
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Appendix B — FIs Interview Protocol

1. Can you give me general information about the tintstin?

a.

-~ ® oo T

How many branches do you have?
Where are your branches located
How long have you been operating?
How many clients do you have?

Are you regulated by the government?

How are you different from other Financial Instituts in The Gambia?

2. Who is your clientele?

a.

b
C.
d

Are the majority men or women?

. They come from rural or urban areas?

High, medium or low economic class?

. Do you provide services mainly to individuals otexprises?

3. Can you describe the type of financial products yloan offer? (Macqueen et al.

2009)
a.

-~ o o 0o T
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Are there any terms and conditions?

Are there any maximum or minimum amounts?

What are your repayment terms?

What are your interest rates?

Are there any administration fees?

Do you focus more on providing credit, savingsunasice, other?

When was the last time that you created a finaqezduct?

How do you circulate information about your finaalgdroducts? (Internet,

radio, television, newspaper, personal visits,. etc)

4. What is the procedure through which you providerysmrvices? (Meyer 2007)

a.
b.

How do you decide who to lend to (screening)?

How do you monitor the performance of your borras@er
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How do you successfully collect your loans (corteadorcement)?

What is the typical length of your loans?

Do you lend for long term projects?

From a client perspective, how long or complicatedhe process of
accessing your services?

What is the repayment rate on loans?

5. What do you know about SMFESs?

a.
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How would you define a SMFE?

Do you know how many SMFEs there are in Gambia?

What do you know about their success or failures?

How do you perceive SMFEs in terms of risk, tratisaccosts, etc.?

Do you think they might be an attractive market?

Do you have any SMFEs clients? Can you tell us keicterprise? What
type of service do you provide to them?

Is your Fl willing to loan to SMFES? If so, why?rbt, why not?

6. Is your institution interested in expanding theiotreach to rural areas,

specifically to small or medium forest based erniegs? (Macqueen et al. 2009)

a.

Would you be willing to modify and adapt your firggal products so they
can be adequate for these clients?

What limitations do you see in outreach to rurakaf?

How costly do you think it is? What mechanisms banused to reduce
transaction costs? (mobile banking)

How risky is it to provide loans in rural areas? waan risk be

minimized? (associations)
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