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Introductior.

Terms of ' efcrence

1. Th ~uther was requested on 15 AuTust 1969 by the Small-scale
Tndustry “ectiorn of tihe Usited o ~tiong "rndustrisl Develepment “rganization

"

(U 1D 1. ¥ienns, Aisiria, to corry owt o osurver 1n tie st “frican

sub=rc 100 and subreme tly Lo oaren re revort o vroblems of estaklishing
and stre:sotlenine indagter )l oxtoncien centresp ool foaancety: facilities

for small--eole wndustries with spocisal relerence to the wiasures required
for Iinkings technuical asosistooes wits Uinancisl nennures.  The paper 18

to be gubmitted tn =2 Troinvas " orkshop on cxtoncion services for small-

scale induztri-o rlanecd by . UVI07T Yo tlas rogion o JTune 1970,

de  lrmoer tue terms of th contract the atior hold the opportunity to
pay o short vielt to osch of thv tollevin,s 1ive cowdries vt the region:
"$hiopuia, Henya, <lawi, Trazania wat cooade, b0 crder to study on the
spot the resrccetive dowvelopnoit nelicier 1n conré vion wiin suwall-scale
industry ecromoticr and the dactuinlican]l arcmomenents eotablished for

their  amplencentation s well as thoie olanned futire expansion.

feone

3o Inoorder to st blish the pwrnoral concept tre paper outlines in its
first port the spproach to assictancs in the small-scale industry.field,
the prorotieonal iersurcs to be spplied nad the possibls difficulties to
be encountered.  “necinl reference 1s made to the aspects of development
finonece rood ritegrotod ared o ot Sromotion.

e The secot pert civer o scocunt of Lhe actual situstion in the

counttrive visited reciprding covernmt ot policy towards smell-scale industry

developn it wnd of th exasting xtursicn service centres and finencial

1astitutions.




_3_

5 In a third part an attcmpt is made to analyse and evaluate tliis
8ituation and to put forward some recommendations coincerning the future

development of nssistance efforts.

6. Jwven thoucsh this paper in its sc¢cond and third parts is concerned

T ——r,

with the couutries visited, it i1s thought that its findings and conclusions

are fairly representative of the resCon as - whole,

% General Brckground

% T In industrialized as well ag in developing countrics the mall-scale
’ industry sector represents -n important part of the total industr.al
structurc. The reason for its contiiuin, importonce muct be scen in a
whole complex of foctors, amory ~hich th. mor. important ones are:
(1) limitations 1w the demand structure of the market which moke
large=-sc:le productior sot ecovinraeslly visbley these limitations
may be due te 2 limited locsl dewaad tor g product combined with
the lack of =n adequate outside supplys;
(ii) production to crder or an small quartivics which limits the
degree of mechanizatio. of the production process;
(1i1) limitatione in tho loc+l supply of raw naterials which,
% because of low transport vali. or perishability, must be processed
: on the spnt.
(iv) the policy of som: Larger irmg, ¢specially in the asgembly
type production, to farm out the productior of som< components
: by subcontracting smull-scalc 1ndustries in order to transgfer
risks and lowi r the proportion ~* fixed costs in tl ¢ ud product
and,; or to uer « cortain speccinlized technical knowledg: of the
subcontrsctor;
(V) the sometim s more £ vourable cost structure of smaller
enterpriscs, wspreielly 1. respect of overhcads but often also
regardin; labour costs =, which may <nable thoem tc offer their

products at low i prices;

L/ Due to =size as well as to location there can bc¢ & notable
wage gap between large-scale and small-scale industries.
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(vi) the often groate flexitility of the small industrinl enterprige
in its production planning whick Au. to - usunlly lesscr degree of

mechanizat 1on andd autorstization makeg it

€asicr to adupt to sudden

changis 10t demead ond thue resct with sgrocter specd 1o market

chrncugs

(vil‘ the difficudt oo o of transport ine sorvices over larzer

distances, which uwsuslly constitiutes - Limiting factor 1 the size

of scrvice 1ndustrics.

Thue, smell-sezlz industry 1. in nany recnects comnlimentary rather

than a dir<ctly compoting Factor to othior industricl scctors.

" On the other aotie, e podneed sice of the o smcll ontorprise makes it

to & much higher degree subjiet to £:1lurd than Lareor industrics. The

H

causc 1m usually the dnbiorest v o cknoeg of monsoament or otk lack of

sufficient © chnical knowl: dyre o

the producticn side.  This Tactor is

LVeroanore pronouncad in doevelopinge countrics where cooseguently the

small-scule 1adustry soctor is eroestly dopendeat on promotion and

support i'ny ibs dovelomne at,
Yo It ods ususlly 1 the spocial 1nt rest of Uk sovernmonts 1n these

countricy to mave this assictzico. “he formation of smill=gcale industries

s net only woeossory to ackive = bal ced cconomic dovilopment but also

often corsidered dosie bl for scer-l Pongony om 1t con rendor a certain

stabiluizia - froet by w4 dntflwenes on 48 disbributio, of mecome  iad

on *ho ercation of - middle-clacs, Pooaddition, sicdllescrle industry

production rregaertls woan wport substc tution —ed thiag zoving of
for am ocurr:s.cy.
10, 0 the oth v hand, the urgoncy of devilopoent does not permit

the woote of scurer rogources oo o trial and crror basis.  In addition,

A hreh rot of Oailure in the smellegcale industry scector is bound to

have ooty fifoet on £h0 promotion of catreproicurship in the

country ags . whole,
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I. I APPLOACH T0 SMALI,-SCAL., | DUST v D.V 'LOPMILT

The Basic Pramcwork of Assict uiece

11 Apart fror the ¢ 1 conric situ-tion of' ~ country the
developmini of small-sesl. 1ndustries depunde to a larye degree on the
Guality and quintity ol pronotion.l fueilitics available to stimilate

1ts growth and rayment 1t ffricicacy and productivity.

12. Gener-lly frcalitics of thias hisd moy be dividod inte two principal

catcgories: uxtension scrvices -l financis 1 HUPPOTL.

13. The former category compris s (a) consulianey and advisory services
in all aspects of i1ndustri-l crgzaneer gty busin cgs administration ~nd
marketing, (U, manzgiment trodving aud, espocially, the promotion of
new or potintial cutr proneurs, (¢, res.arch and mvestigation in
cconomic ond tuchnicol Ti-:1ds and the subz-qu.nt foedback ot information
to the industri . lists of the scctor, (d) techuical services in the
claboration of designs, dics, tools, ctes, and (, commercinl services

in marketine and supply.

14. Financial support includes the provision of' (&, workamng and fix.d
capital at torms and conditions favourable to the duevelopment of the
sector and (b) credit cubstitut:s rieducing the required capital
invesiment in smell-scalc production by making capital goods svailable

on rentnl torms.

15.  Somc¢ of thuse scrvices are nceded at nearly all stages of the
devclopment of a2n industrial enterpraise.  In the individunl case, they

can have two basic objcctives:

(i} The encouragenent and assistance to promoters in the formation
of now industrinl venturcs or in the cxpansion of cxisting
production urits and thc drvelopment of now products. Consequently
this project-bascd agcistance may 1nclude soveral or all of the

following activitics:
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- At thic planninge or rra—-uwestment strgece, the formulation and
seresning of w proxet, 31ttt up 1t o various m.spects ond
cvalunt e tts conormic o aL toechhnael Cooomabil ity wath the
focur ov tive duner o b nropos.ed product L Process,

the monagoe vt netest sl of the nromoator, th oasriet situatien

wnd too over—-l1 profatoobiall oye

As o favot <top it mey oo oopddre bt setual foelling” of the
proj.ct to - peue ontrl vromcter 8 tne wdon for the vonture was
devolopsd i put forword b th nramets o st otution itself,

- Durive Uee s lbonontetion of nrovy oty ansistnc. 100
raisims the 3oguared copiicly soloctiays machano ry cnd oquipment
and, poosibly, weotintang vt 1 suppliires nlanoin: the
plont layout -t oopoprvist o the colstruction of the plant and
th. inetsll-ten of mackiary, spocinily vith - vaiow to
avoldiny unro.cuaiory d.o lays an A v tuzstion of the projuct;
carrying cat irid ruans: le-plant trsansg of porsonricly
organinatic of the wdiaastrt-ve procoss aul ostablishing

distribution chonnolsy . tle,

- M the pooteinv stme ou or follow=uy gt- 0, the jrot ction of
the 1avested epat- L oot only v thh mev. control of the proper
utiliz tior o berrowed ftunds ~nd Yoo oubuocaent reeovery,
bt by nctiv 1y sunport oo th o anegs ot e wehiviag its
cotveprenario b osocls o v wort o Lar, coatribating to the
solutio. ol <y prooleme -ririag Proo alore enchirivs 1n the
data =nd azooapticons ool whocl the ool ovilust.on of the

projiet Wi basod.

In =z fowcacos this tyn of rgoistone may oven include the

provision of a co=mraar.r duriay the, critocol take=of £ phase,



(i1) The improvement of profitebility ~2nd output of industrial
production units ~lrcady in operntion.  Serviecs of this kind

have usurlly a temporary and sporadic ch-ractor though 1 some
cagis a more pormancnt relationship mey b schicved, vhe extonsion
gervice centre bLecoming oo rogular —dvisor to the matingemeni.  The

activitics involved comnrin: o orally twe stops:
: y r

- a total or partial “"diagnosis" of th. fim'e operaat ionus
analysing bthoir cfficiency -rd viability, oftea including o

progruosis of expocted future developrnont, -ad su’scquent

rcecommendations for the solution of »ny Xisting probloms.

The 1nmitisl analysis scrves frecuently as o coawvenient
opening to ;nin weerss to the enterpris o As such it is o

typical first step of promotional cenpaigas.

= assistuance 10 the amolementation of the suzeccted changes,

(&1

as for 1ustance, modurnizetion, roeorstnla-tion, cle.

16. An important probl.m in the imjlementation of small—scrac industry
assistance programmes 3o th development nd »pplication of tochniques
which arce simple wnd quick to use wivhont loosing too wuch of thor

impact nd offictivences, ven though the procoss of technical assistance
iz basicelly the saac ag applicd to lorpgcr indusirics, the particulir
situation of th. omoll-scnlc 5 ctor makes 1t imprrative to keep thg

actual costs of sirvices g low oz poscible,

17. In addition to the dircct assistance mesgurcs, there are a
varicty of preparatory wnd susnl 'mintary ~ctivitics uhich may not always
have ~n ammediate cffect on -ny specific prejoct or caterprise but which

provide the n ceossary bzsin for the otl..r promotionn! measurcs:

(i) rescarch and inve stigation concerning - probl.ms of the
small-scle induciry ooctoryespecizlly the peoparrtion of SUrveyes,
the ecollection wnd owvalustion of st tctlice! daty ~nd othe ¢
information, the identifiention of development poszaibilitacs od
the elnboration of 1adustrinl fact sioets and mod 1 schemes for

potcntial investors;



(11) the disseminntion of information on qu stions of intercst

to prowoters ~ad omall ontecpronecurs, docludioc th Cgt-oblishme nt

of = pr.fvvarcs Livtrery ~nud » docr:. ri~tion covty frem ohich

apiecinlic

poforr o taios e yoadary b owede v L0l

L3133 breaning proorenr o G b e saene . bool sl anductricl

et 4 netac b rdrorr ceure croab oroups that maght

saddvudie Locrnay bl tvn cnd the doeres of nsistaace

roquirod donoads

entropromour

cerysoouch o ae o brekoround ol cxperience of the

SN0 U ¥ SO B T S TS R B A A production corriod out or

propos.d,

sow o wver, ror bbb bl roidquent for swsistoace s

Ly vt el dedustirielisde amost oensos, heis

not viry concrons off Law ovooda tothie o vospo ol uel thus thee sreater

part of demudd Jor monictoace yemcin Lotont wnlose glanulated hy an

LEETOSHIV .

cotimat jog

of vromotion.

of - I ety aesiztonce prosremnme vall oeocuir the

o thas deweond oo countrywsde 1 ous, surveying the

etusl dbevelepnwnt of amell-se 1l andustev cod cte fedure erouth

prosocecto,

fire purpecoe © Lore entitetive szoossment will not

Pocus off swel » surve ! lins to bo conally on the evaluation

of tualit-tiw

v

specte such oo productivity, pioduct wnolity standards,

copital structur., ctc., o0 b rprices 1o thity soctor.

het - vir tyo

or cona e inogaven to ti e llesceale industry

sector 3 deval mane couaten g, th v w11 tnve o - coraorn Teature the

noeod for subot

chiel vl pllos 1Pem OV T UM N Y G0urCL S,

vadvorawsl nromets e ov Dirny cooeciclly i th o initial staee

estoblishod industrisl ot rpricos e conc i,

[=hel J

ble toy ccort tho fall comts o sorviel roader.d. It

erovided ltesctihop S = noliey thet oualy invites
Freslatioy —- by oxtoiaer contr o wopk normally on a

or v ocover anly direet cogts ik noe diom o and travel

dvisory niorf. b eone lnstone s, vepeeinlly where

nolicy of charging




"what th traffic will b 2r" with ' eg

ranglag betwoen o nemin-l amount
and th-. full norm-i consultancy rat s, has trought pood rosults though

1t mo, som._tunes er ottt ideiny to core ntret only on morc licrative

assyromm o onte ms o s ety 3id fivoet,

22« The dop ndoney o qOoVeoran nt cabgidics has 1imated the institutional

organization of ~osist-ico fferts to tpyp.  om n formes:
(1, aspecializ 4 4o rimoit Withiio th. ational or regionnl

COV.Tanenty

R . .
(11‘ 2 BLhl=natonomous, p mestatal  institution functioning
under the control of - dovilonment bank or the ministry in

ch~rge of 1ndustricl d veliop

prent

(111) = fully ~utunerious institute tquipped with 1ts own
budget wnd rospousibl. to 2 board cf directors jointly
dclegated or ¢l cted from Fovernment,, industry and rclatecd

scctors,

23. Th. form to b. choscn depends on th degree to which the government
wants to maintrin ~ dircet influonc. over the developmont of the smalle
scale industry scetor. The proctical cdvantages, however, arc on the
side of a mor ~utonomous orfanizi tion which purmits o less hurcrucratic
and mor busincsslik . ~pproach to ~ssistonce . In nddition, institutions
of this kind »rc usually able to ~ttract bottor siaff not boing tiud

to the rostricting factor of rovernment waee genlos,

24. Legerding tlc scone of 1ia work, th: promotion~l iastitution may
¢1thor oo socecializead «¥clusively in the smell-scalc inwastry field,

include othir sictors in 1ts »cgistance 1ike retnlling, handicraft and
similar forms of gni-11 cntorprises, or be part of a gencral industricl

development orsanization.  As the supporting scrviccs required are

largcly the same the latter is ofton the more <conomical soclution,




Some sopuctg of Dowv lopnoot amc

2% Fromctacc oo oo e 1 id of enallesc le industry finance

hoxy w4 recial oot oodeveloping countrics sivee dhe

o

possikility o far 4 o g o coar of veine twe of the mors basic
muetnods S Dlaonaeanty e . oo L= Ay and degtitutionnl credit, rre

r-thoer restrictod,

26e  Drothe overs cey, Al conct ol owied v tnis scetor 13 minimal whalst

low prot'it nar.civs prov oot the ~cocuwsul *con o1 oy oubefantizl rescerves,

[y

Trug, too el anduorislict ke wouw - ily very Lattlo to 210 back on and
1s larsely dependent oo xtorrsl courees of crodit to fivance mny
moderniz b op cxors s Y g production foerlitis or 1o cover any

CMUTTCnC oG

27« Uommercizl banks, howcver, -ro inclined to bo wury °f loan rcquests
from srcll-senl ardustra b ontororascs. Tovestmoote of thils type arc
uer 1ly conpade ol te b bawn riskse  Tn o thas rospect, tho inheront weoake
nens o of s ctor, tece 1aexp e ccod umangene ot ond deficient eapital
structur , nrov s e h oo opefh e rimve ool anoedin foectore In
addztion, 1o bk

yoodiaasteotaee cent o or aenctory ol mvestod

toud to rias corely rronor caonslly o A0 ek roe o1 4L Loma totnl.

Conmugu o ntly boanis Love o v bural peator. oo for 1o v Lwestnonts within

the luast of © osonbple erodit mixe  Jhaz nolicy “1ll b oves more
pronounced 1 countrics where enpstedl 1z i short souply, thug providing
few dncentives for bk Lo Lo o) ~dditson .l investmont possibilitics
ia less cttroctye racide,

-y 3

Joe But cwven an th cose thed o bai stould be willing to consider the
Individisl cenlicstbior the cotripronure ntall mer £231 to 4 the loan
Approved duc 1o his dnabilits to obtwiv saa propere the d-tna normnlly

required for th mrocior . of tho lov o by the looding wnotitutions.

a0
«

Jeospart drom A datacutt s oo securaas dnehituticanl crodit, thc

short—torn ond usu liy solt-liowad Foos anture of 1ost comme reial loans,

TR R . PYSRE ST 3 . it A e X
their »o b favely B oo oot ot D S TR o quirenernt L for
a e N . P T I T NN . e [ o )
faret—cloos collat vnd soonsate sk ooy o op b a0y mer oeed of tho
B i i RTINS st - - . . R :
valu of th WianCoy et wothons lees 1y nd Gttt s s instrunont of

promot iov,
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. Thc remaining sources of credit, i.c. friinds, r:lotives, private
moncy-lenders wnd trade crodits extended by supplicrs are cith r

insufficicnt or prohihative by th - tirms inposcd.

31« In order to fill th. fap crented by thas unsatisfactory access of

the small industriclict to crodit faerilitics othor waye and means have

-

to be found to channtl suill oic ot L S J tanucs to orometers and
entreprincurs 1 th o sm: 1l-ccnle Jadustry sector. The asu-l approoch

is the crention of » epcci-lized fia-sico 10t ifute or of - corrcsponding
scetion in a dovelopmentbon or cerpor  tion.  This institution i thoa
providod with budis t ~lloesbions to be ys. il 1w form of & roevolviuy:

furd for small-scql: industry loous: “dditionally, it moy be ontitled

to borrow on the cepit-1 narket. Az an ~lteriative o oa supplement,

the  govirnment cen ocutablish - system of ircertivis to sheoursie other

finsnce institutes to becom active 1 this sphere,

32, The principal necd for fiaicial assistance eoxiats ucually in

the _i01d of fodium=t rm loons (1 to 3 voors) or corr:sponding hir -
purchas. schomcg é‘, W woll oas short-t: po leading frcilitios to bridge
temporary geps in the workine capit=l.  To a srest port trnoc - funde will
have to have the charact.r of soft lo- schomeg combiv iy 4 low prote of
inter:st with long maturity -=nd . miamur of collatep-l requiremernts, asg
well as 2 low proportiiorn of oxnietad marcin o caprset TiOTY,y 1s o Wl
c2pital contribution of th. boprow.. - rrtroprecoure Sorm schene s for
proj ct=brsed firarce and Bire-purchoso o0 s low s 1 quirin. Orily

minimum oart.cipation o1 1 1o 20 T et

33« - A specicl promotionil - rfhol o e wxpected fror sick moe providing
cquity finance or corrvqruhthg'suhst;tut»s, Tens long=torm loshs with
low or ne collat.ral Seeurity roruircnents nd a period of frroCe over
suveral yeors b fore repayrort ostartes This meosur: which has found
famy wid:spro-d aprl.cation in large=sezle tadustry fainarce will usually

remain Linited to sceloctod pilot proj cis 1a the small-seile sector duc

< wor the purchase of anchineey ard -quipment th. -ttrenreneur 15 usiuidly
cxpuctied to contribute 20 ta 25 per cent corncot moncy and the item
murchased remains collat. pal sceurity uatil full paymont 15 <ffccted.
R pariod of repayment fluctu-tes according to th- typc of cquipment
from 1. months to ; y-ars.,




to the fact thst tr.

approach.d ot this
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srincipel cources forognity flusnce arc aot easily

meoture
(1,' th «cor e b etk amnortance ot the irdividual
amallene 10 inductrs prog ¢t Tor the dev lopuent of  he country

ig mueh copc arrieult to cotooiisn tihan in the lorge-scale

sector;

(i teor onoiv ctoren,bocnus. of the obvious risks involvud

e het conts of eostrcl conporid to the investment total.
3. Cooosunplood e e g b o ~ achores con beoused to
sub~titatl. d, oot e sihe Yo vohoows ore youwslly confinad to the
rontan ool wornohop oo Lo Soocome enses teer Lnve el oxtended
to cover raao et o Cooprgen, che M Lo oz thie lonsinge e
Lagote b ote ot v vty whaeh ore o eily convertiblo or uniaversally
applac-ble 4 riah eonan conporatively lone ot mooaig,y howover,
A eonmade ool lowre=tor canibal sovestemont on the eade of the
prouet 1 ittt oo,
Myocobtorotien ar vt iTorts
Yy, o R EY seocari vapnet fror promotionsl measures

1 it chould cdereooat coneorn ar the doesign of aany programme ~imed
l,.
gl lese veduntey L Lesanert te fiad yar oand moans to o assurce o
nazh dogv oot raior b tzchuiesl =t finncinl nesictance.
AT AT paports e of Plig cutus D o ledorcunond boecoreg evidont in
th o anteracpe vlone o bote woaeuro g, for anctancos
t ]
- th opeciication ot veogeets Tor ocow baduntiios and for cxpansion
depoiels o0 b swvralonilaty ot coraind raesoured s;

STy tecehrae Lorooonrotd b ions eosecreioe, lor example, the

rmodo izt o o Lo productsos srocess, th nonoral inerense of
prodact s atyy b cpeovems o1 or product unlity, the cstoblishment
of oow o digteabtutiyy pvators, otes will renea Lergoly o zeadomic 1f
not beek d b Cacacol mppocty oo Loy wCarlv o zavariably reguire




~dditional copital 1nve=tr ot 10 th ffccted ar.a.  hese fincpeial

impllC?? iCcnlous «].1. for- -~ Lot el p{‘;]‘“[ of the an;’\vlygis carricd

out by -~ ocxtonnios oovvice o ontreg

= similerly, bviiopsont or o dit, 3pecidly 1o the zmell-scale
industry g ctory 1o aoiaa to ooy g dicprovortionitely higzh

risic unl omooceonpongs o nd s Lo b oo teehiaenl assistonce
i o2ll 3bto ophoas oy oacl oot wice would Limat 4hy ~ctusl rigk

by improviv,s t wraor o clyein of lea “pnlreations, by obt-ining
d-ta Fror. the nt vprise <0d by cilit-t i, SUNLTVIS1on once  thie
lo~a hag heon grante l. Th Xperine. in mony countrics hies Slown
thet wopecielly ot loare witlout tnig t chiiie bl ssistance and
superviaten bond teowve oo catav SAfoety prowtiae vaste rother

than d velopnent,

3Te Thure o two <dtora~tives to implerent into,q.otion of promotional

measurass

(1) b anstitution:l anificstion centralizing finance wnd extension
funetons 1 on o ll=ge Pabigtry dor 70 ment or;wnization, us
for «xample 1n bonks thot have built up th ir owr extonsion SUIVICU,
esnecinlly 17 thac s orvice 1t act only confinid to clivitbss

(ii) by wstablichins o link=up orvstom o 1ch providus for ti
coll«bor~tion of tinsnec. irstitutes vith xtencion scrvic.,

contres under w4 forinl agroom ntoand longe dotorrined Lineey

for in=tonce, lLonding irstitutions tny lower their socurity
recquiremonte for losns spproved ol sup rvisged by cxtension

morvice centrog, or the grenting of soft loanz may be tied to the

cndorsciont of ~n oxtengion iootitatior.

3o Tnomost cac s th comrl t. contralization of nromctilonal me~surcs
would requisy . scttliyr un v new instituto or cXpanding consideranbly
vxigting freilitics, -0 xponzive ctep which furth-roore could froquently
“otaal duplacstieon of functioa. of other 1.8t idut s whck du o to thoir
widor scope of work cr Aiff .pins conceut would nobt it 1nto this now
structurc. It 1o, for wust-nco, ofte: wconomic-lly il orennizctionslly
difficult to incorpersti - t chiniczl sosistance scetion of WY L1z 1n o

banking institution,




39, A liik-up systoo makiog full ase of th. v on o instituticnal

arranc ront by oco=ordbootins e frorts s s eally o more practicel

and cGunor icl rprosol. Chpth o viero, i oaso e oliy ot desivable to

4

Aivoree omell=-cnl tdustrr ot ooeie s oot s cerrlot ly from institutes

working o ot o uctaotroo b S bds e comiplore bttty 1e favoured

by o clee o Lonporsd 1o Lot o in e chor,

ACe A oprcblo b e w4 o arnlomontotics of o Link=up cystem

15 thot tio Loetatnli o rogaie ok to o coilovorais can daffur considerably

1. Drekeround, crpaoazotie gy nane ad bt ey o1 chetacles readering

more Aiffienlt i oo-opdo taec a0 U to. oocensioigy theore muy

alsa b~ oo cteys e to0 prer s or b o Jloagy Te overcon . Problems

of this kird re ~lv by onocp ot 0 tws orotitatiens depend upon
different rovorame st bopertrs 4 oo vonomor . arominicwed an

s of Lot ibabiogs weool b te thour ravets or sonomous stotus

Aare withedoou Uron day et cove e o vl s - thoo. imetaances the

prop r strotoyw ood ot cnt e ntesn bave tooae found to .chicve

"

tho necegsary colloooratinn.

Ale M welunhl paman foe the ot o tio of uosigtonct to srimll=gcale

trductri s an o revad LYe o bbos s vanrmocs wnicen fror the catget include

corrl mint rv {1 ol oiedl mtooionmanour s s, for sxuaplot

- superviaet or it el vils o wWhic colblatorel socurity is

subststutod Lo ot i boehnreol oczaist aices

- Yip eepurc. uo oo oo kbt ivelbade 0L oat o cxtengion

S6TV1C0C S

- v ocotreepr conshiar geheres s o ot zotting wo potenticd
arnll 1rdusty o100 L busine o by Uapercachiioe finoncial
suppert ~pel ookl oupe rvinuang

i

5

- andugtyant oot oud vworkichos gel s 10 whiich permanent
svsistane. I feshroes ] oord Pioaicid {faldes aro Murther

supplomented by vy oowoaf Looziae sad by ocommon corvices in

o RV .
cortin ¢phirut.




The oftea hich additionnl ergts

of suck prosranmes c-n he justified in
the sensc that thoy provid, - promotionnl 1ictirumcnt of consider~ble

effectiv ness for th.e dovelopnent of smallegenl. mdustry in developing

countrics,

A2e Ino» wader sense, th orfort Lo 1t et ~rsigslonce to smallesenlo

industri<s cannot ™ coni'ic 4 orly to il -oncete of fivane ~ad dareet

extension sorvices but chould - xicad “loo to o loted rivlde such

“y e
:—}\(J

resezrch, voettiontl trainiiy, .tc. Teneral, th axtonsien gorvie

cerntre will have to ret =6 » linimen offic. 1o thic rooonoed formul~ting

the specific ncuds of the gmall-senle soctor ~vd try g to ron the
A ¢ th

participation of the rcs wetiv. metitutions in th. solution of thesc

probl s,
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II. SHALL-0CLLI IUDULoYH: IRCGLC,LCT LI ZAST AFRICA

Defimatior of on - jl=cde 1o bastyy,

--,M'-u——.—‘ € wO——— = wmE e

43 I order to Yorr ote soutrotacy tor small-senle industry development
dracin: o, borteriines - oth otner industricl sectors it 18 necessary 1o de-
fine tha t e ot ~nt orgpicc v v bd D)1 under fhiz calegorye

A4, Ther~ .» o deliniticen of vl sencpiancs in Zast Alrica. The re-—
salutior paused by e nantrn Soasion o tae Jhenomic Commisslon ror Africa
(£CA) to adort o oupper fimat ol ool boanvestnerio of U8 Doliars 50,000
as & definiiion. ~0 orall-senle incdastvies i Affcica has so far remained
vithout tanibie elle 4t or 'he voviond pisntiing level or the computation

of uhn relevint statictico,

AH.  Current definitions of 1o tarm "omall-soole industry" used in Dast
African countrias wse oth ogital investrent and employed labour as
criteria é/: t'or insiinces
~ 1t kRenya, o naxinun ot PC oermployees nndd o orpitonl investmant not ex-
ceading WAShs. 00,000 (1 out U8 Doliurs 7,000),
~in Meloeol, oo camun of 0 ecployess Crants ve decinition):
= in Tarznariq, Beicen 10 aul (0 enployaes vt a mexieur capltal ine
vestnent AU ZASRs, oCC,0CC  cout US Dollare #5,000);
=~ in Ugaudy, oo ot L ovestient nel exceeding UAShs. 700,000 (about

US Dol iars 10C,000).

In the rotiaxt of trese detinitions the farm "industry'" is usually 2pilied
in a fairly ide sense, .0, 10o' only restricterd to manmutacturing ernterpris
but 1neludin: rors el'tern than not service industries and ariissn iype pre-

duction,

dtve  Sounl flexipility has been adorted vy rost ddevelopment institutions.

The terderc: g to rersin cpen ir this direction in orier not to exclude t}

)/ A e ant TCA purbication Morali=ssde Industries in Africa (Addis Abat

Jomeary Vo) attensts 1o cive an additionsd oriteria in terms of coplt
investirent rer cosker, I osugrests Lhat or conditions in Africa arn ir
vestmant or U5 Dollars 1,000 per .orker oule detine the upper limit o1
the snall=scile industry level,
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micro-industrialist who ma, have ti.e rotentiul tc rise, with the help of

adequate assistance, to a higher level.

47. In any case, r~urrent definitions cannot and should net e considered
to be static, “ith incressing industrial growtl and structural cuanges,
perindic reassessments will be inevitavle., In this sense, a deiinition of
the small-scnle industry secior ‘s vo Le o suldeline of temporary impore

tance rather than an atiempt at dogmatic clussification,

The Development of Small-scale lnd stries 1n tie leision

48¢ Industrialization is » fairly recent feature in the development of

Zast Africa vhich has ,riinad a certairn inpetus only within the last decade,
Lack of ademate statisticnl inforrition mikes it art'ticult to quantify the
part which the small-scale industi; sector has tuker in thin development. In
a regioral survey of the sector & tie Joonomin Commission for Afric has
estimated that avout 90 per cent of all manufacturing erterprises wre in the
smazll-scale industr, cate;ory thowush they probaobly account for only about

3C per cent of the tot+l employment in industry ard for ahout % *o 30 per
cent of the respective gross cut,ute This situation corresyonds 1n peneral
terms to the pyramidal structure of the industrial sector found in nore or

less all countries out=ide the centrally jplanned economies,

49, A predominant fenture in 11l Sast African countries with the possible
"
excejption of Lthiofpla Z/ 15 the nearly totnl absence of the indigenous entre-—
preneur. Industry .nd trade are larpely deriinated by immigrants. This si-
tuation 15 principally due to tie I'ellowing {actorss
(i) During the ~oloninl administration the equality of chances between
the 1ndi seriouws populition and immigrants was not always assgured,
(ii) Lacking ndustrizl tradition and technical training the indi,renous
entrepreneur was ill-equipped to compete with the greater buciness

acumen and rechknical competence of the imriigrants,

ECA Publicntion B/CK.14/1XR/99, October 1965

K ke

The situation there is slightly different as n sizable proportion of the
small enterprise sector, an estimated A0 to 70 per cent of the total
number of tirms, is in the hands of indigenous businessmen,
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Successiul farners o, viviing

«¢ enter into a parter-

ship in the snali-soale industry soctor:

(iv) techniciuns, formor sl.denis of voc i“1enal traimin ip-
stitute or trsinees of larger firvus waniing to start on
thoir cun,

These groups are, howsver, smull, nd qelifiod and imz oanctive entrepreneur-

si1p is st1ll extramely rare,

53. It it r1so0 not:ble that, so tur, somcn hLuave not sssumed the same 1Mpor-.
tance in smal) enterprise development s for instanca 1n several West African
countriess The few success storics srem to be rather the exception th:in the

rule,

Government Poliry towards Small-scnle Industry

54« In Bast African countries, governrant rolicy towards small-scale industry
development, 80 far as it is set out in the respective development plans, has
under;rone a significant change during tic past faw years. Uith the besinning
of tha iew planning period - €ee Othilopia 19"38/'39, kenya %-":‘3/70, Tinzarin
1969 = notuple emphasis has bheen put on this particular scetor of industrial
development., In some cuses, 1t has been the first real ancoura ement siven
to the gectory in others, it has meant a significant increasc of previous

efforts in thig direction,

55« There seems to be a generul consensus of opinion a8 to the importance

ot the small=scale industry sector and the need tor government assistance in
i1ts developrent, :/ The actual measurd By Iroposed or takon, vary, however,

vrom a4 token support te Pairiy detailed programmes for rromotion and assistanea,
The efforts 11 this direction have obviously 1o compate with i nunbor of
other develoymort tasks und consequernily smill-sealo industry development
Fas net reccived an arunlly iy’ rank on the priority list of the countries

coreerned, especially since in some Cases a series of !'ailures - usually in

sof't loan schemes — has .roduced a certain liffid-nt caution among yrovernment

(SRS

&/ See, for instance, Afro-Asian Iconomic Review, 0. 114/Vol X1, Nurch 19469,
F. 1€, in its report on the Afro-Asian Conference on Smull-scale Industries,




oificials torwrds this sector. Another influential factor 15, of course, the
TlCely Cafter i de T o WUTCL tes uroen L oe Tvodlarie 1or devele ment nroe

Jeato,

Do Duin cints froo b develvwart clons ol the five FEest strican countries
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- & special scheme (Eth. 3 4 million) t¢ create
supperting services - demonstration centres,
design centres ard mereting facilities =
fer handierc: b ~1d cottuge industry.,

The focal roint in thecge develorment efforde will bLe esnceielly the agro-

industrial sector,

¥. The rronosed strengthening of the Suicllescnle Industry Division in the
Linlstry of Commerce, Industry and Tousish is =xpected to facilitate the mro-
motion and umplumentation of these nensures cud to cecurs the ccllaboration
of the existing industris] develonent or ¢ i ations ip this process. It is
further planned tc undertake o detalled survey of Saell=scale 1ndustries in

the country to ot nore exact drto tor further clonning,

5¢, lore so than Nerhiops in 2oy other Eest Africarn country, attention is given
to the small-scule 1indusiry sector of Keny. . 49 indusirial activity is = lanned
meinly for the rrivate sector tlis policy is5 considered to be the most pPromige
ing method of establishing Africen pvarticiy - tion in the industrial development
of tle country, Tor thig urnose the Government ie rrenared to provide means
of promotion rnd protection in the widest sense. As there are alrendy -

number of 1nstitutions, either Sully or partly invclved in smell-scale industry
development, Govornmer.t policy is wmeinly directed at intensifying present

efforts sind increasing their elfectiveness,

hCe 4B & 1w feiture, the  inistry of Commerce ind Industry is considcring
the estatlishment of =1 industricl extersion scrvice within the Ministry whose
cfficers would be esneclally concernel with assistance to the emall-scale

sector,

61. In comparison with other East Africar countrics, the industrinl sector of
Melawi i1 st1ll relatively smell, 411 the mcre, Government wolicy is therefore
directed to the active encouragenent of isvectments in industiry though rrimarily

aimed =t attracting the inrser, foreign investor.
A cotalogue of tox privilerec, tariff rrotection, ete., tavours the estublishe
ment of new industries ond tully cerviced sites ot the Blantyre indusirial area

Provide o sultabtle locztion. A sin lar industricl area comprising (60 acree ie

rlanned to be set ur shortly in Lilongwe,




£ee There are, however, few ©occitic menosures te tromote smollescesle industry.

The rrevious Levelo st Plen iidted it soape o thic resnect to wlloucations
to wosnall bruoanecs Jor s fund. e oot Develcpoent Tlan for the plunning
period 1 6c=0 70 ooy i e b - by o bt e futwee nolicy
towirds tre oo llece 1o gnduets - ooty b0l - bt ve defined, The linited
recoureos cvar b ie tor soonstrial deocelors ot cske 1t ther unlikely, though,
that additirs §oservd oo b e sert w1l b cotrblisied within the immediate

future,.

3¢ The ritu.t) L RTINS L WIS ERNP U TN SUESTIUNE 7 8 crremtingly ditferent from
thot dp vto nedenborin Carirooe. TR hoelird e tiey ot Ak Acvernument in
aveordnsce of e Yaruoh Lo Toaxoto " 1 4t b 1o SWNET S it the bosic
production foetinties, Lo iy sl b 5o S Leclosent Tlor toresees a
censider-hle rore e ot the Wbl ottt “Coony,y o ecils lly by oo
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CYUGrlzaTions in riauctrind sroaucticn.  The
Trivele Eeotor 1 1o CEEUNE et e ond L o sunalenentory roler investnments in
the littey socter are oxvocted to dcerence 1o noooortion to the rublic sector.

The lop=term otfents of tiig celley on o the develenment of g ll=conle l1adus—

rivs cannct vt te conel cive ectrbtlickeds  The Lovortance of  ti suoll-scale

1ndustry geotor Fosmy hevevar, been o ceritenaly emphicio @ by the Prosidont of
tihe Depublie 10 g introdietory svoecl to the nev sive =YeoreD “re At oresent,
the Goversmernt o+ 011 rtio 4o cbeut 27 vereent of 41l inauztrinl investients
to bo rorthcomive Sron ooyin b Drterprises nnd the nojority of these to le in

the s lie e 1naustry sootor,

e The deviiionm n+ clen wreelllcnliv oooints out the various nocsitilities
still existine 01 crivo1e e a1 ‘rtorrrane, cenecinlly i the line of food

Lile

products; wood preducte, loe Jul wloe in thesc thcer treference will be siven

to the croeun wonroo ol retler tne to irdividusd iritictive, It Temnlns unclear
to wint deprec pre 11 roduntris oo ctnide, e LRTTretved sehenes will be nble

to benet it 1rorm ot rioeet L0UBIrs L oervics fretiities,

-,
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vhe  Iv Loonds, tihe Second seveseprent Plor (1‘“*-1f7]5 nev entering into its

firal jhooo, el el e brertent Y 1e oy S idleses ]y industrics nnd,

1 b der L 2R i LTI R S i A [ . - ' N
consequent iy, tneer the wunvices o1 L Ponlloouimbey o recnurec y meinly in
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"4  The working party charged with the pPreparetion of the Third Deve lopment

Plan is about to convene. Tt is eXpected thot small-scale industry wili Tremain

an 1important sector of developrent and that the supperting measures will under-

g0 a turther intenvificatyon,

Small-Scale Inductry Deve lopient Institutes in Enst Africa

£Te 3ince the 1 idesixtios most Bast African fovernments have taken active

£1evs in the ~romoticr of small--scile lnausiry, esrecially in support of

indienous CNETEPTercursaip inu tuis s ctor.  The institutional arrangements

existing to this c¢nd in Jast African countries VATY in several respects, Not

only are there differences in geepe ond aproach but alse in thie financial

resources and technicol expertise avallable tc them, TLo executive agency
i1s either a governent departuent or a4 parastatal organlzitior, vith the

occasional participation of privote ingtitutiors.

(8. Typical for the region are the following institutes:

L Y

- advisory centrns:

= ‘training institutes:

= finarce cornorotions or loan beards;

= industrial study and resecarch centres;

- and, to a lesser degree, common gervice centres,

industrial Voreshop and estaten

Not all of these institutions are exciusively limited to assistance in the
smalle~scale industry sector hut thev n1e usuzlly part of a general industrial
development orgranization or o snall eLterprise service institute.

F9. A cemprenensive list ot the institutions operating in the countries virtited

nd their respective activities is given in the following paragraphs:

ETITICPI4

Cuntre for Ethiopian Manage ment (i)

70« The Centre, a Uigr /ILO project, was set up in 1967/68 with the purnose

“t promoting Irdustric i deve lopment in Fthiorie by training executives of

WEHLS s private firms in the different aspects of management and to provide
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an been orected to agsist the small

o erstlons the department has promoted
1 Snell Frntrerreneurs which mean—

ducstriclistno,

CE: 1o o xpected to take an even larger

Y oin the tuture.  Ap 2dditional depart-
sy, 18 to e eutablishied for this purpose.
to rovide exteinsion services to small-
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1ng, errvice, cumnmon workshops, central

arrcrgec evening classes in book~kceping

and study orgarizetion wiiich 18 mainly

2T Among the

iensibility studies,

ch ceuld be inniemented on the small-scale
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Industrinl nnd Comrer c1nl Developrnont Corporstion (ICDC)

THe The L1010 10 o1 ot e cldent rprrdizitivns in Lost Africa concerned with
the irametio: ~r o Ll ) ster rice develvrent doting bock to 1994, It
e, Loweve s, oonly c1oee e et ansiiore. peen chonne 1led particulorly
bo the 1l s Nl el e Y ereur .

Too  The mair functicos of the 1710 i the trovicien of oredit tacylities to
small entervricer, thowh lately of Boo 0 Do telen un participotion in larger
verntures. The condstione of oreoaat are: 5orote o anterest of &) percent




NOSE
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.1

bping

scale

1 th

Ly

per annum, a period of repayment of up to 1C ye

ersy ageinst 12% neraent
security., Apart from rresenting o tfeasible preject the client sheuld be uble

to make » minimum turncver of FLShs. 10 yCCC ver wnnum to re necertoble Specinl

conditions wure extended to narticivents in the 1ndustricl st te schemes (see
PO ufe (el ),
77T« The anount of locna sanetico sed 4. mall erternrises hos CToWn c1gmificantly

during the last decade from &omere ZfShs, lf(7,7‘(f\iu1113; the 11 ancial year

1001/52 to EAShe. o, 27,000 i, ST/ The sources of 1innee have been

sovernmment funde, bi-isterl iy wodenyn lanking conser tiws, the East african
Levelopment Bonk and the 'iorlg kirk,

T¢. In addition to eredit [ weilitive, the ICLC int-nds to provide a management
consultancy service to its cliente, A nuclius otoff Lao tlready been recruited
tor this trokh and hes taken up Work recerntly. Thougzh service will be avallalle
to all clients it will be particul aiy -concerned wit the Lndustricl estate and,
1o lotex Strgey, 14 1o vlanned to use 11 esrecially to 1mplenent sunervised

credit tohemoes,

Kenya Industricel Eotte Ltdi,

e A vubeidinr, of the 10DC o speciil importance to the promotion of S10¢. ] 1
Secds wndusiiry deve lopricnt ig the tenya Industrial Estote Comnony The first
SuggLstion toer this 1roject was mede in @ repoert by 2 United Motions mission to
Kenya in 1965, 4t ter concludin, the preliminery ctudies in 1967, work was
started with biloteral rnssic stence one the first ohece of the industrinl estote
censisting of 29 worke hep units,  In 1946 the construction stage wos completed
and soon after the first sme1] industrinlists started »roduction on the gite,
Heanwhile all 25 wnits have been s llecated ana 13 firms are in rroduction,
feveral others 2re only awziting thie wrrival of couirmont and nachinery to
follow suit. Recently, discussions have been talon up concerning the realization
of the second phe se of the Preject which would add ancther 25 units to the
state during 1¢70,

“Ce  luring the various steces of development of the industris] e

P et}

@]

tn

)
+
T

the
Comrany his counted with UNIDC ind bilator:] ncoistance.,

-

1. hilct there were considersble difficultics -t the begrinning of the pro-

Juot 1n setting suitable rarticirants of the scheme, the iden scems to have
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noecertein partielr atior of the apnlicoant in the

S opercent <1 the canital

te Yeovrovided by the promoter,

congildered aufficient 1f he can

t'm;

found te e woo restrictive with

The 11xed canital

up to 10C prercent bty the LCDC,

vides the ertrornronewx with workshop space on a

cornasting oanly an centro 1 tool room

rennly ond rooarterngce worl on o nachinery

rto o cre qdso o woade te asoist the nartici-

ceclnlly 1noneretiag and cccourntaney,

St 1) orudimerntoy e (e the CLC disnoses
to b wxvected thnt tore nttention will be
Pernwhiile the DTAC (seo para. €5) has made

in oo ~vailable te firug in the

SoOne O

indus wraol ostate wchen the entreprencur has
ennee, which, acwever, 1s subsidized

ot the estote and control scervieces,

L7071 the Kewyn Jodurtric 1 zet te Lide 1vtonds to set up similar

the countrys at orosent, sitec 1n Hakuru and

SERITES bR S R eON
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hes beor 1 the training ticld.

Ity ( ! :Nﬂ)
Goeee biasied 1n 17640 1ts main activity
t ters oo “roty of courses on nanagement
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in its different ~spects and levels. In addition, it provides clicnts with a
wide range of consultancy services - profitrbility audit, lorn arpreiso ,
personnel appridscl, aotc. - o5 tell o8 an inferm ‘ion cervice.  The foes charged
are nodernte but even s they rrebably restrict the suall industriniists from

making full use of TAC's fe1lities

(6o On the whele, the LTAC is »n inctitute which in 1ts tunctions and anpronch
1s more gearaed to the Inrger industriel firms. 4y o side lne, however, it has
been involved in wuiil enterprise developnent mnd there ~Svecl” lly in the retail

and whelesole tield, I.. addition, courses such o2 "How te Stort o Manafe a

Small Manuf actur ing Irmaciness", "Acceuntin,s tor New Africoun Businessuien", ete.,

vere held for anterested a1l tndustr iolicts, These courses included o prelim-

inary diagnusis of the participant's firr.

Industrial Study Contre

£7. The Lenyn Government intends, with UNIDC assistance, to establish an indus-
tricl study contre 1n Kenya in 197C. The smallescole industry sector may well

fecture prominently in this nroject.

Renya Industric ] Training nstitute (KITT)
N

Cte The Tnstitire v st ted with bil tora] sosintance in Makuru in 1964,

Though basically - voentimnl froaeiag trstitute, providing nine-monthly
courses in six diiferent trides, the trainine is so desipmed ans to preparce the
student also for the pessibllity of cetting un LIS cwr fusluese Up te 1969

rear ly 200 studentc hod nessed threweh ome of thero coursea. I

£, A1l the courses include - certanre s lement ot vanagersnt 1o inine and a
follow-up service ean be made oveilable te ctudents wanting to start otf on
their own, The student cnn sugeest o vroject whien i then onraledd by KITI's
staft. It the preject arpears to be teasible cnd the studint car roioe at

lecst LEShs. 2,000 towzrds its renlizaticn the Institute will try to arramre for

& loan through the Industriol and Cemmercial Develorment Corporation. It will

1/ Aaoinivizd €1agnosis — up to one ﬁonsultnnt/wnek {ac working hours, - &8
free ot charge and above that time EAShs. 15 per hour. The tee for cone
sulting on any specific ascignuent is Tw3hs. 25 per lLvur.
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further zssist the student in setting up shop ond nrovides management and

-

techricnl cosistonce in repular follow=ur vicits. All these services are free

of charye,

Partnersii tor Uroduct ity Preooromme (Tf0)

00,  The TIT ~ o Guiker=sronrored creraniziotion = 18 rlonning to establish a
Small=ces Lo vioustry avaoors centre otatted by 5 interntional experts as o

pilot vrogpeot v otern o T Pinarcine smll o entrevvenew s and ascisting
thern 1 asclvin e carrwenent od oor aauetton crcbloms the foundiation hopes to
stimulats industriel develiomernt in this rur-l ~ree The project is expected to

becoms operatisnal e 10TC T,

A LAW]

Dusineos Lo, Boeord

31e The lusiiecs Loon Teozd is so for the only institution in Malawl giving
asgistanc: to a1l antrenrencurs. It has been set up by the Government espec—
iadly oo cronn te Afrienr tusiie conen by creviding thae with ency credit focili-
tiee. Foo o toie v oo the Governent ood orode srovieionn for the ollocation

O (

of Malowl counds [H0,0 (o uncer the cooond Develooment Plan ang torescen oo further

pounds 26,010 tor the o) aouirg plaaadiine ey
N7, Apvlicotions ror lonns heve too e dlrected te the local District Cormissione
who then (orywsrds thon togethner ot e roovroderl of the nrplicants credit—

rorthinces to ke Locos Soord for woroavnls The nooximu. cmeunt tor on individual

-3

lean ig rounds 1,000, Ponrd 1tsell oor senction uo e pounde 25C on its
own resyonsibliity, any Lear reouest cxoevealig Tolg onelw bt neceds the consent of
the Miuvister ot %1 o s Toduetroe e sversoe runount crontod hao boen around

pounds 2CC.,

93. The aonditions o0 bro 1L e -"37;1'1 LRSI AT PR T I « A MY tod of I'y.nn,ymcnt of
i te 10 venrs oy o0 gy oo tede o rete ot amtere b 1o s oorovotinanl 5 vercent
. e Dbenrd ol cuaroues ot lexitde o aoxieos o rar oo collinteral

Seourity 1o ooncerncd.

Yae The Tueaness Locas Sooroy Dowews r, un b oebdn v crooriate mochinery to
CArTVoout ooy oner Sereerpnt b bonne woclies re g oee Ll g e provide supervisior




of any kind. The follow-up is practically left to the respective District

Commigsioner, an administrotive officer, whose actions in this Tesnect can

‘T . X ,
ocbviously be only cof a very pencral noture, It is largely duc te this situation
] that the board sutfers considerobly trom loan default, »1 srecent, at a rate of
2 more than 50 rercent,
L m oy
P4 N AN A
o
Natioral Small Industries Corperiti . (510)
ting
s to 9%¢  The National Small (ndustries Corver. tiom is e subsidiary of the Notional

vd to 4 Development Corxvoeraticer (D) - = Lo dding corporation for nll Government nartici-
k ration in inductry and othex develeopnont rojects, end the Workers! Development

Corporation (VD3) - the investmert voreer-tion of the Tanzanis, trade union movee
ment (NUTA), the latter participating with o ninority shoarche ldinge of 20 percent,

. The approach to sinell-scale industry develcrment is o combin tion of train-
g ingry technical assistance on plant level :nd firmnce. In accordance with
o= Government policy the recipient is preferably nn organized sroup rather than an
Q11— individuel entrenreneur.
Lon f vTe The LSIC is at present engaged 1in the following projects:
ur ther |

(i) Industrial 'orkshons

4 9¢. The industrial workshope cre bosicelly a version of the industrial cstate
iosioner , ,
v 3 scheme adapted to the particular requiremcnts of artisons and manufacturers on

t— . , . , . .
the lowest scale, i.e. micro-industrialists. The USIC tyne of workshop .scheme
yidunl . . . .
rrovides the following services to particinants:
ta :
- 4 - workshop space on o yearly lease basis at o subsidiged
ound monthly reni (IAShs. 30 per stoandard wnit of 10 x 12 feet);
[
- in-plent troining and assictance to improve nroduction
techniques and increase product iuatity;
nt of ;
= advances for the ~urchase ~f raw naterials and for the
rcent

payment of wages apainet firm crders Tecelved:

= assistance in -btairirg uachinery under hirc-purchase
agreements or on medium~term lonns;

- & common central machine shon te carry out preliminary

rvLston processing of row=raterial:
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- The second industriil estate is planned in ccnnexion
with o steel 11l complex to Le built en the corst
near Tunm,cae  The porticipants in this scher. will be
mainly enprocd In croc Lsin the ovroducts of o W1T e~
drawing {a~tory wiich 10 to bhe part ot the induetrinl

comntier,

103+ Apart from providing common [20ilities on werkshop ¢r cstate basis,
the NSIC =lso intends tc proinote certois selected indwtries by direct
finoneinl participoatic., i, cquily finoncings.  Canneries and o bicycle

spokes tactory are scue of the rrejects under censideration.,

lrtional Bank of Commerae

104e  The Netions] Tenk of Commerce has recently started o hire-purchase scheme

ror the particulia tenefit of the onell indigencus entrenreneur. At a rate of
interest of ¢ percent per onnum it finonees up to 40 percent of the cost of

machinery a2nd equirment over a period of 1€ months,

105, Aradast a suitai le cclletersl or an NDC (eee para. 9 ) puarantes the
sm.ll industrialist cen nlso obtain mediun— erm loang -~ ur to 13 yenrs includ—
i a possible three v oars ¢grace = at -

4

roate ¢f 7 pereent ver anninm te finance

feesible nrejects up to S0 toreent  f the netunl capitel roquired.

Ddustrial Studies ard Deve lopmen® Cerntre (Lndeontre )

[Ch. The Indeertre, a SR/ UnILG Tojeet, works in clege collaboraticn with

ke Lirticnad Development Cor rercticon tno b s ite nnin function the DI CGHUAT (i
tion of 1industriel swrveys wnd jre—investmont ctudies. Too oo limited dejiree 1t
al50 carries out consultiney woerk in connexion with the immlementotion of

rropused projecto,

0T« As v ;eneral centre of invastipetion it i not particwlarly concerned with
the omall—scale industry sector and recordingly omly aosmall percentiye, less

ther 10 pereent, of its pronosed rrojects have beer on the small-senle level.

Cther Institutes

L Gthr industrial deve lopment institutes cxisting in Tinzenic such as the

iwtienzl Institute for Productivity, the Cuttagze Industry Praining Centre, the




College of Busiress Iducction, etc., are only marginally involved with small-

scale 1ndustry deveivitiont,

Uganda Development Corporatien (F70) = Srodlenos Lo Industry Section

109.  Ir ryecormition of e rev ot ¢~ ool ind sty development the
UDC Fas crented o gpeciclized nection donlang w1t o w1 vicicen of credit
facilitiesn fo thin nactor,

11Ce  The corndiiiong o eredid 1rom this sowce 2Xor 2 rute of interest of

£ opercent per soamas ana o corind o renaynendt ofouwr ton yeors including sic
months ;Trce. The pulde lires tor Scourity to be yalsed by the nopdicant is oo

100 perecert colluteral, The individutl loan can tetnl ur te BAShe. 300,00C.

111. The applicant tor the loon chould bo o full=time businessmon with adegu
teclinical skilla. i shewd precent o fonnible vroject mndorut oup at least

25 percent of the initinl copital 1nvestnont,

1124 A oin Ghe cnne of the elowi Puscens Joon Board (56 para. 91, the
ULC Smnllesonle Tnduntry Oeeticn loacks suliiclert statr te carty out a really
\

thoroush (1o jent apprainel nnd Lo Tods ~oTronTriote SUOCTVIBCOTY service,

accordingsly thie Lo dernult rotean naml larly nigha

- - - LT
Deve lopment Leor Fund (Do)

114, Tre TLE ir < rovelvinge fund astablished by the Ugorda Government and

bil-teral i Lo cinenes sanllor develioment vre jeote.  Aneng othor urnoses
the funde re woitable tor sweli-gen) ) aindustiry develoeroets JThe Dl is, ot
rresent, ~dminicterod by the Toande 5 rrereln] Tk oond the losomie are sanctio

by 2 specind DLY control Toenrde

114. The lorns are siven moiply as tersonsl oredit the el wornever nossible
an instrumes.t ot charge hoo wo te providea by the worplivnte  Thoe terms are:
A orote of interest of C0 ot T arecent ror carur. oo oomaximun peried of repoy-
menrt of 7 verrs dnowhicn o car e Do oo oce i b Inodudetts L the Jerle

the ameunt of the indivieus t o dvores d Lo b mABhoe 40,000 S0 far,

ph e
about E&She, 1,3 millicw, sorcosoneire Lo Q0 peroent b el doons cranted

from the tund, have Leen sotl ned for cmell-ser b 1ndustry projgects,
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115+ 4gain, thc loen default rate is uncommenly high, an estimeted 30 percent,
mainly on ucceunt of a lack of sufficient surcrvision vt the utilization of
fundse. Ielther the aduministr: tin: bark nor the DLF Stard is cquipped to carry
~ut in each caoe the necessary sereening ~nd follew—up, thougl in individual
capes the bank hog beer atle to use the services of the MTAC (sce below) in

this respect.

Management Training and Advisory Centre (iiTAC)

117e  In contrast to aimiler ILO prejects in cother Eost African countries, the
Uganda RTAC is principal:y concerried witlh the promoetion and development of the
emell entrejreneuwr thrcush training wnd consultaney services. A secinl emnhusis

1g put on Africanization of the small entersriae sector,

117, Using demonstraotion werkshops in Kamoola :nd o nmovile unit in other areas
the institute ~ims at incre.sin: the technical skills of eeteblished sncll
sntrevrenecurse This part of triining is surplemented by courses in monagement
srecifically ndapted te suit the requlrenents of the sunll enterrrioe, By

the application of rodern methods of communication, i.6. the mess medin radio
and television, NTAC hae tricd to reach rs wide o ecircle ot entrepreneurs 8

rogcible.

1. At present, the institute ie doing ploneer work in t'. apnlication of
metivation achievernent techniques, 2 method  f training which moy pley 2 sipnifie

¥

cznt nart in stimulating and develonin,- incelgencug entroprencurshio in Africa,

117, Efforts have also beer nade to promete subcorircceting and sroup-action.
Ior instance, o oproup of 17 wetol-workers hes controcted the sunply of metal
window frames to o construction firss  The subetantii ] savings made by the
“renp in the common purchose of row mntericls are put inte o common fund which

12 to form the nucleus of tho com1tel required to set up ¢« well-equipped central

#orkshop for the members of the 1. up.

120, Since the institute become operational in 1269 it hes reached more than
00 entrevreneurs and it is entin: ted thit 1t hos stimuiated, directly or

ndirce

v
s
“
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mernts in the regsion of US Dollars 3 aillione

cantre of Industrizl Development (CID)

sole The Centre, o UNSF/UIDO nreject, has only been started fairly recently
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and is not y.t fully cpersticnnl. Dext to crrrying out industricl surveys anc
studies, the centre 1o to foeuws 1te ttention prrticular ly onothe sanllescale
industry secter, The Dirot o1 st 1 thinc aneetion will be the develop=
ment ond morcarenent f o inaustricl estote in te o Ltonarts of cunmada. It is
eXrected thit repgetiations cbout toe wllees oo ot tat e 81lte Wwill be CcOne

cluded saortly rnd conetraotn o wor w0 bogin wrthn 1Y

Ugends Onosonr of Jorniel oo

170 AE A1 exreriment the Chorker of Commerce 1s o roonizing ~t oresent a

BLCNEAT ST [ToprT o e in wiilob irdirencus Lusinesemen con Isoolve ~sg18tnce
I i )

%

from spencers: i v ot ertnbliched formes The roeistonee oon t~he the
fore of ¢+ o 1tol porliolrtion, credit trocriltics ‘aei/or mencgerment ndvice.
123, Evern thowst the 7007 ome in 1t first ohv e 1o desiymed te help
particulryly the SLirie whe les ler cndd rotnader there i - cossibility of
extendin it ot~ loter otoe to include smell inductriclists, pessibly by

the prometicn of sub . crAr ot

Supra-notionsl lustittiens

124. Eoot Atrican Deveponrent jonk,  The oin of the Eost African Develonment

Rank 18 to  romete et furnowoe Jdevelopues t orojects in the countrics of  the
Eret Afrie v Compunitee  houch the brak connet perticiprto directly in smiill=
sorle inductyy oty gects = o1t will et Londle vrejeets with ooenoitel investe
ment of leon Yo Badioe 1 oillicrn = there 1o the poosibillty Lor develonment
finence :/ercles workin o in this fiedd ot obtmi are rotinnnee for supervised

credit cchowes ~od clmalor rro rrane g,

1eHe Enpt afnicon Induetzi | Dece ron Cryrrdizoticns The Resenrch Institute

o

1 mointeined by the 0 ot atrio vt t o ond howo the function of materia
testires rnd the covelo ce 0t o0 Wt ST oduetien technioues tor tie nrocessing
of loeo~l row moterinivte  Sroil-ncmie indhotry extersion inetitutions might use
the services of tuis oroonizet. note wosist ther in solving: srecltic technical

problemo,

Cther Relioted Listitutan

100, Ir sddition to tre inctitates mentioned in the rrevicus parsyraphs, there
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~re o number of other institutions =nd orgoanizations in Eust African countries

werking in adjoining or reloted fields:
(1) Voerticnel Trearing Institutes

1¢Te  Ivimost Boot Africrr countrios thele are vor iows cemmercial and voentional
troining institutes, oors nolytoonnics, tr-de schools, tusiness celleses, oto,
They are usw.lly not directl, concerooo with s li=sonle industry sromotion, but
w6 potentinl sowrce ot tutuwre sntroproncurs they are lexgely responsitle tor

t};‘.

—
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1ty of entroororneuwrshin 0 e available.  So o1, however, only slight
haf 818 hos been glvens to tals porticulsr asnect in thein respective training
Srogrommes,  Similorly, there cre usurlly ne provisions made in assisting

rormer studente in the tormition of their own enterprise,

(ii) Reseoroll Irnsiitutes

A On the Tmiversity level there are several institutes that have taken rn
interest In the sme ll-scnle industry sector - for instance, the Ingtitute for
sevelopment Studies of the Lniversity Cotlege, feirebl, the Research Purenu of

treo bniversity in Dhr—es-Soloom ond the Department (t Economics of  the University

1 oaddis Abnbr have 11 undertaken nnrtinl studies in this ficld.
{1i1) Industrial Fininee A encios

e Fext to the deve lermernt finnnce institutions listed in the Previous porie
7rarks, lhere cre severnl others wiich due o their apmronch nnd/or statutes
eve been excluded tror, ony orifmifieant involvenent i tirancing smnlle-scnle

industry prejects. Into tuis cate,ry fall espeeis Llye

=~ the respective Levelcepmont Corpors tions throush which
most Eost Afrilcan Guvernmerts rromete wrt, to nn extent,
control investrments in mediun= ond lerge—rcole inductries
and other developmer ' r1ojocte, though in soon cases
€ef. the HLC ith the DLIC in Trnzanic rnd the UDC with
its corresronding enall-scele industry scetion,
have made provisions for smnli=scile industry finances

= the Develupnent wnd ¥inance Cerporntions or Investment

Corveoretions in which gevernment, billaters] oid, cnd in

some cagtes private scurces  ccllaborate 1o nromote ond




e88ist 1ir particulsr forei;n investment. The lower

limit i1mresed on oncecectoble rrojects varios frem nbout

US Do llers 70 COC to BE T 1T2o 110,700 in which the
corporsbion oy oo tly oty ticinats W te W mercent.,
The minised. nve ot ot levo o is cwocoordingsly cut of
Teorh of P sveroge s liesos o dndustry progocts
- the Trdustriol Prometicn Seroiee (IT8), on investment
grour Sionssored boo the Lo i1 Conmunityy which operntes
™ 3

i mect et Atvacnan countrios is similarly oriented

alicest extromively b the norticinatlon in larger

; inductrizl ventures,

H
1




I1I. COMCLUSICYS AID ".F.COMIENDATIONS

Gerneral Observations

130.  The basic lack of relevant datn makes it almost impossible to
specify 1. detail the latert demend, ir quaatity as wel. as in Jqualaty,
actually exicting in "ast Atricar countries tfor small-zeele industry
extension services and development finance. 1t would rejquire » thorough
survey of the secter to obtain exact information of thig nature. On the
basis of samples available, 1t 13, however, fairly safe to assume that

the present facilities are 10t surficient to me:t in many cases even

the open demand, though the actual extent of coverige differs considerably

from country to country.

131, egarding the performance of the respective government departments
and development institutes involved in small-scale industry promotion,
there seems tc be frequently o prevailing attitude of passivity ard a
lack of real initiative. The mere provision of services 1s, however,
seldom sufficient to achiieve the desired development eff ct. 'The 1dea
of technical assistance muzt be "-old" to the pctential client and the
service brought to him. "Xamples of thiz type of intensive sampalgning

are still comparatively rare.

132, In some cases, there is & curtain danger of dispersal of effortse
This becomes evident not only 1. the inztitutional sreangement which often
lacks ar adequatc co-ordisntion tctweer the variouc programmes and
mstitutions, but also in the aporoach »f the 1ndividu:l 11stitute on
nccount of becoming involved in tco m ny nrojects at the samc ‘ime.

Though it may be debatable 1f lunited resgources should be gpplied
extensively bty trying to reach tie greatest possible number of prospective
clients or rather by givirg intensive gitderce to A carefully selected
group of projects, it is obvious that much of the mmnetus of assistance and
tra‘ning is logt in the former cuso. Conscaquently, the pest results have
nsually been achieved by “pplyirgs the latter strategy.  In the intcerest of

such an intensified programme the government would liwve to identify prioraty

Aras Wwnich in order to make them "scrviceable”, 1.¢. to enable regular
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visits from sxtension personrel to clicrts, would have to be limited in

their geocraphacesl oxtensien wd otherwise easily accessibles

133, The omegority of fho rnduccromte el ancenthros glven by rovernments
to industrs s o Cavonr ot fre larys o oandustioaadl concerns. “roposal.
chould bo ade oo ot tre vagsa el mens oo whiich thoe amall-scale industry

sector coddl oyl b i e fopr o ment om these measuroes

134, Tooopdor b rebue tLo povorame ptote suostastiate rolicy decisions
and strato oy 1 Tosne ot oar R o lesna’ neduastiy seetor, the more
comprehers ive colloctann o e pw o A L s ur ent requirement.,
Survey: of thae kit poeve clroody ree . oot anocome of the countries
concerreds A rrorcanatcits for cesarnio stotictican coverags will be a
more oxect b finatior o1 the oo e Dleecale ndugiry" in the context

of natincral pla s ad dovelnrioot,

Trairnirgt - Yvioory Dervicos

135, b boot covernt Lo ooervices to small=scale industrics is probably
provided s the dradiogs Ciovd ©0 tast Africe, cspecially those cases
where oo osttemnt vas boorn made to vench s1dezproad audience by the use

of mags modin.

136, Trainiies ceong fo bave bad Beet oy wdto whero oonystematic pattern
heg boen eotabtliched to Cacilitate s cles antorrelationship between

A . PN i~ 11} Yo - » [als
trainin,s and oabecguent cormultancy Servicise

137, 1n oviewd of the future cots o merc small dndustrielists in
gconomic developme. t of lact Mracar sourtriz, morce emphasis is still
nocded or trotaaoe simed ot the mromntion of aow cotreprencurial talent.
Though it 1 rt4 o Asttficult Lo doveion cotreprencurial spirit by a
trainine progremme, modoir wetiodo - for exaniplo, motivation achievment

techniag s = booro obong aome sarsrigansly good rosults,

13, v thaa conaexaon, bome ot Tooagetur of oveoater cousideration of
the entropronewrial asp 2t could oo mivin e vocatlonay tralning

programme syl ove o busic fvosttinn, thue dncreating the potential

for future  rntreoe aourd.




139. Regarding advisory Bervices, it seems that the most pressing need

for assistance exists i1 1l field af rreduction

Lishnigue, product design,

quality “entrol and aarket ing,.

140.  The penetrition of the lornl mck o+ s womagor Adfriculty for the ine
dienous entrepnraneur, Fre ciently, slece ia 5 rronounced market resistance
regarding: local i mond cotored ol due e
- the poor quiiity ot tne products rompared to imported articles of the
game type, - jroolem wnich 18 .r o WAy typleal for newliy emersing
industries;
~ a hasic consclous, or subcenscious, preference 5 the consumer for

forei,r. brands,

141, Tre upsurge of nuntinnatism ir seme of these courtries has helped tn
create n slightiy better 1maye far local Froduct s, out it will still requlre
an integrated jrogramne of improvements irn techniques and wality of small-

scale industry productiar, backaed Pyointeneiva marketing sfforts, to muke

the local producer retlly competitive,

1424 1n Tast Africs services of this kind aro i very short suppl,.  Product
design ard rosesrch inte wicquate production tecanigues 1n particuiar, are
almost non-existent or the amallescale irductry level, In ths context, 1t
will he dnterestin: ie ascess the prssibilities of wpplyving intermediate
technoloyy Technijques on smal lesanle productior. level 1n East Atrica, A pro-
Ject of the ILO in conjunction with Lhe Intermedinte Te chnolory Develerment
Group Lid. nf Treat Rritain rlanred to be carried out 1ir Tanzania, 1s expected
to provide some jpreliminary informatien on Lhe actual naving ot investment
capital, its l:tour irntensity, its eff'ect on production ~cstc and its impact

on the humwn factor,

143, Regarding the marketing provlem of the indigenous preducer, it remains
to be investigated to what degres - closer cnlluboration itk the newly-
formed, parastatsl Liational Trading Corporations milzht serve as an instrument

nt sales promotion,

144. On the whole, extension services s1ill seems to concentrate tno much

or the pre-investment phase ani too little on implementation and tollow=up

of recommendutions. In order to provide in this respect a more intensive
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assistance, it night ne considered to jrovide in selected cases dirent
management assistance on the ;1ont level by using tlie various volunteer

programmes nperatingt i Iast Areico,

14%. A5 L pount Af sipatewss, 1t owenld re fesirablo for extonsion service
institutes 1o plio irothe oop torin vor portind, hrancial aelf=surficiency

by introducin.s 1 o prster, o alreals Ao pposone revtras, Though ob-
viously murr of vhe promeaticnal activities will rowe fe be provided free of
charge, tie ~liertele 3 ould et secustorod 09 payinge for any re,;ular service.
The suileliine for assencin ) tees weuwld, oAl courte, have to be wdjusted to

the actunl poasibilities of the small entrepreneur and thus, more of'ten than

not, remoiny nomiride

¥inancial .prort

146, Lo spite of various efferts ir lhis direction, the lack of sufficient

and ade jute finance ramains a4 bottle-neck for small-scale industry develop-
ment in Bast Alrico.  The oapital rosources ol i indipenous husinessman are
usnally Qiwited and, felleving the usual patterr of develering ~ountries, his

accass te credit Coailities within the nermal bankin: system remain restricted

or difit'irulte

147, In commercisl tanking there is !ittle evidoerece off » liberalizafion ol
terms ~r - cteaypre of attitude towsrds financin @ small wnoustrial ventures 2/.
Paut e or o oce vith th. prepayment of low: by . ome indl1,4onouls business—
men wdand te lie irherent Kl risk ol unsupoervised eredit to small enterprises
hav lead tn a4 widesprend loss of coniidor~e, aver theuchk the ~ause fer Lhe
hich rate of loan defauwlt mo bave ©oan, Goomany Cades, e unsultatle con-
ditions urder whiecr © lean was cranted and the often complete absence of

fUpervisione

148, Therve are at presort no statislics mvailable revealing the financial

structwre of tho average small-sc.le industrial concern nut in view of the

ﬁ/ Tvpiesd conditions of commercisl loans are: » rate of interest hetweeh R
e 10 per cent, o cover e ot 50 1o 200 per cent for rollateral scou-
rity reporanent i, oand o opener 11y short poriond of repayment. There is,
Powever, tre cwaston oU rearly automn il renewsi of oredit facil:ities in
thae cnne of "oofe' clrerts, and In exce] 1onal casas o loan micht be ex—
Perdledl ] T Ter Jert, : -
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generally low percentace ot commercial loans $0ing to 1nis secunr 2/, it can

te ass med thiat institutional credit features not very signiticantly in it,

149« The establishment oi cpecialized schemes or institutions in some Rast
African countrics in order to tinunce industr.al developnent has helped to o
rertain depree to ovircons soms of these cliiaclas bub as yet their terms and
their modus operandi do 10t ~lwovs cnvresiond to b he actual exigencies of the
small=-snale irdustry cectors loue af these institutions is, so far, emipped
with an entirely satisfying follow-nn systan and, ever though the torms granted
may be more liber:l than in commnoreinl bonking, onllateral security still re-
maing a predominant consideralion in their lendirn,: policy. Tiwe prevailing
rate of interest does not Aditrer sigilicantly trom prime rates charged
commercial banking institutiors, Rites that could be econsidered o promotional

incentive are rarc.

150, 1In addition, the administrative precedure established for obtalning loans
is often lengthy ~nd comilicated, thus makin: 1t Aifiicult for the small in-

dustrinlist to cover his more immediate crodit neads from his source,

151« In order to improve the tinancial facilities for the small-scale in-
dustry sector the folloving measures misht he considered:

(i) A crange in the lendin, poliery of the specialized {inance agencies
towurds more ~dequrte ‘orms, in particular the lowering of secvrity
requirements whilst, ot the same time, adopting a mere thorough
screening method ond stepping up supervision. In this context,
there is 4 dist ret need for supervised credit schemes, espe-—

cially 1in cempination with hire—-purchase raciliti s,

For this purpose, an increase ot sof't loan funds and a system of
goveriment guarartees tfor approvert loans wousd he desirable in
Mmost Sast At'rican countries, provided that a system could be
worked oyt tnat assures toe collsboratiorn of the raespective exe—

+

cuslor wrvice contres fnothace programmes,

I/ The estie tion of thos percentage mnde by some bankers varied between
e und 4 or cant ol tie loan total, Taking intn account the differing
lefinitions of rrall-soile industry ured,tha actual percentage is probably
evern lower,
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the ypossicilities of providing in selected cases

_— ‘ .. 19/ .
Attty Yoircance o ion=tern loans === aloe out
At te mohomos

RN A

[rebaconarte vo commorciod harks Lo supplement sovernment efforts
e sradli=sle ondeovre Dinanee by adiusting their terms of len-
d1r.T Yo Ui meeda ol fis o secter, Such o involvement of
commercicl rankine roult oo desivaile not only because it would
inereoase Cho vobume ot cresit cvialable to the sector, but also
beonuse ot owoutd cllew the seadl industrialict to aveil himself
1n some rospe~'s ot wide compercinl enowledge and exporience
of bunking ivetitationg, T mearures applied to this effect
should im ot lowsring i otynl erodit risk und/or at increasing
the gross refit s -l Yor re Llendin s institute to allow for
higher souniniotrdive caste nd risk oevere. 1n the individual
case, this moy oo achieved Ly
= government cmoiranteon Yor Sonns fron commercial banking
institublicrug
= encourngenent o this type of unrardes to te riven by
mutual inranten nsscel ot lons, local overnment, ate,,
by estnblinnin: o eential cunrantee fund that would
allow praviinl roetrecescien of risks,
= fornal yreencrts botweer cxtension servise oontres and
commercial vk Tegoriins technical assistance and

supervicion Unpe aprroved Lenns;g |

= chnnnelling or gevornment Cunds Lihrouwgh commercial banks |

At preterontisl rales of interest;

= grantin; favenrable torms for the rediscount of bills from

the small=scole industry sector witl central banking in-

stitutionas} 5

ip/ Freterably without cnllnteral security requirements and with a five
or Sceven years poariod of Jsraco,
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= 8pecial consideration of the leans teo the small=scale
industry sector in the deterninution of the minimum
reserves;

= allowin: te commercinl tanks an extra freentoe above
the current market riate in torr of dire-t severnment
subsidies,

(iv) a liboralizatior. of vhe lending policy o the various Devel opment
and Finanece Corporations and the Inlustrind Promotion Sorvicae that
would at least allew part o of thelir funds 1o be wnvested in small-
scale industry development , especially in terms of ancillary in-

dustries to their Larger projects,

152. A further step te overcome the shortage of credit would b the estab-
lishment of leasing schemes also outside the jresent industrial estte and

try sector, this type of lensing is

[

workshop concept, 1In the larger indus
already applied in some CHSES, u.g..the 1rs (See para.1?}) Fperater a4 schemo
alons these lines through its Subsidiary, the Diamond Jubilee Investmont Trust,
A similar preject, bnt wirectad more towards tho retalling sector, Las recently
been inousur-ted i Lenys Ly the J0DC Property Corpang, o Sucsidiary of the
Industrial g Commer-ial Devel opment Corpor:tici. The creation of a4 leasing:
system for the amnll-scale industry sceter reguires, of course, the provision

of substantial, lone—term funds by finance institutions or the government,

The Problem of integration

153.  Thou,h mony ot the smallesconle industry develepment institutions

working ir Iast Alri City Z3pecinlly those ecstablished wit) the asgistance of
. . e , 11 ;

the Unitoed Notiens Tiehnienl A ronecios -/, Lave ndopted :n intesrated approach

in the sense that they combine several supporting measures, the impertant

link—up with t'inance institutions 1s still missing. Collaboration ir this
respact 18 miinly confined tn ~hince cases rather than to o systematic,

coordinated offort,

154« Institutional integration is limited to 4 few exampies, such as the
NSIC in Tanzania (seu Il 95) and the ICDC in Kenyn (soe pnr%.?ﬁ), both

of which ure slill ir the initial Stage of developing this cencopt.

7
11/ In thic casoy the United ations Industrinl Develovmont Oreaniz. tion
UY'[DO) and the Tnternational Labour Organication (ILO).
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155. The futility of the sinple factor - oproach 1s still very much in
evidence through i cxperience 21 tac Colowl Pusiness  oan Board, the

Uganda Drvelopm ot Lo fud oo d o saialar Low schemes, 14 can be

-~

'

assurmad thot the dopeorticnstely b Looos 10 LEosy progrinmmes

were couscd too v e b pet Lo e Gast o eslitios and personnel to
apply basie ctondarits of scors 1wy coecnlly, e crovide the
necessary supervislovr grid beciooacnl o emhace to o clicnto,

154, This lack of an approrrizte rversn to carry oub uupervised credit
prosrann. s and 1o provide nrprosriate progect s bag, insoac csces, had

the result tihat tuasds mad voalable oder toreapr aid agreements for

[

small-cenale 1o btry Jeveloprs ot bave remzived ununed.

PR

e A Ml v e et o T Laer s co=opidinsticr. oo beon that in
seversl inctances poarallel oroseizat  on bove oo crewted which differ
enly insimiaficantly v trheir favectious, thus eiviar grounds {for over-
lapping and even competition, = dunlicatzorn of effort which a developing

country cur i1l atforl,

e The cotablishmoat of an intecrated zystem of assistance recuires

in moat lastb Affvicor countrizs ot oo owmich th crestion of nsw
institution: ot potlcr the adaptation, il 1o o tu csces the aXPangs Lo,
of existiny acaliti o to tbhe cevegities of o co—ordiv.tel collab ration.

It is one of o Lasks o thu rozponsible coverane !t departinent to

establich o policy tit feealatales <o promnotes 2.Ch L 10V e
i i

195J¢ A natabic faeel 2top will oftry e the promocion of common
campéal;n.s betweo:s oo e cies 0 L eXxtonsion eoitres cver a rimited
period of tune nd for 3 delds ate oo papt oG oaren sad, or industrial

branch. The vxporteace Lhos cotlnd mor abecouently form = beols for

future collaboritior ! ope. e way for a more permancnt wrrangement.
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Specific Problons i Five Countries

.

160, 0t L4 oA b2 a t The fact that Fthiopia 1ig very muck at the

beginninx 0 B R Y R sonintance precsranme for ). siiall-gecale
ndustry ooctor makes e eenTzr Lo entobligh tio traroowerk that
will zllov the mplomeritatio, Sf 4 he proisotionsl nogur g proposed in

the ncw develeopment plo,,

161, T.4h the Small-sc:z e Tndustry Divicion (SC]D} 1 the "inistry of
Coumerce, Indastry and TMourirm a8 will as the Centre for withiopian
Hanagement nre Interded tn tzl1: .o Important prat in thise  1n order to
avoid duplication ir +) s rewpect, 3t should e the coucers ot {he
government to com: to . clesr divigion of Turcticn. botueen thege two
Institutici.s, Congidoring that the oo hes alroady been active in
business counselling and has various facilitics and Supporting serviceg
at its disposal, which would hove to te newly cstablisked in the SCIP,
1t appears to be more nractical zad orfoctive to concevtrate a1l direct
extension functiong amned a2t the smalle-geale industry scctor 1n this
institnte by strengthening the oxtencson Staft of the 'L'TAP zoction,
Little would b achicved by establichaa: o parallel orsiriization in

the Ministry which, furthornore, would have to stert oractically from

nothing-,

162, The tagk of the SCID should be the detailed fornulation of 3
development policy and s ratery £or the sector and subsequuntly the
promotion, coordinastiopn aslh rupervision of it implementation, In the

individual Case, it might

]

180 act ae intermediary betw -en the

industrial Gnterprisc and O,

163, To supplioment the sorvices ol the € it might have = positive
effect if morc usc could be made of tho scrvices offcred by the
imperial Technieal Agency, copeeially for rreject identification and

formulation,

164. There 1s further a progeing ncei to match the offorts in the field
of extension servicos by nppropriate measures 1i the financial sphere.

In thie respect, an carly launchang of th. hirc-purchas: programme under
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considceration by th: “thiopisn Develorment Ueank would be a desirable first
stepe  An involvement ot the U7 ir the plannine aad «xceut ion of this
scheme would b o wpertont sten an szourin: 2 cortaln measurs of
intepration in the azsistanee to the amellevenle 1ndustey s ctor.

165« A necegssery Cotuie obop wall be fho creatror »1 s spaclalized
financ: arency to sdmludatcs the o 0% oods o8 4he opell entreprencur.
16€.  1n addition, 3 prometiconad cffeet conll oo evpeetod from the

simplifiication or the preg ot rather corplicotod »od timc—conguming:

adminiatrative peocoss, copociadly 1w soveroner? doparmmends. Such oa

measure wold olleow the outecr our o e Lotter owl faller use of
covrtair promct ol facality o S A RS TAYC SRR ipoelaily an
the cont. vt o ovtosrnaays oo erol recd ot bus el onder the evased

investmest Lax sonid beowlso avalintle to s ll o1 adustrialiste.

167 Kooy oo lo Vonya, bt rell coneirn has to boo tue botter
co=ordiioborn ot multicole astitutions Lrvolved i smell-genldce
inductry developmonts At peosct, thors 1o o certasn waount of over-
].am)tin;-‘ il dugtication of functions bot no rozl ocystom of anter-

institutional collaboraticii.

164, The co=ordination of ctfort: will becowe: gpecinlly tmnortent in
planmiree o oteatceeay for tic particivation of the various institutes in
tha task of maral Ladustrialization. an objective to which the now
devolomment plan has cdbaciod o magh pranvaty. Lh mipht be the functlon
of the rewle planncd mduasteisel stuay scetior i the iastry of Commorce
and Tadustiy to propare bt yacas Tor w cocrdinstd proyramme in this
regpect.

) I

169,  ith rogord to the cgtablishnert of a0 iadusirial cxtension service
in the Uindstry, cerc sbouid b tndcon aoe to cecnte 2 pare1lcl organization
to oxisting services. e i toeld o dte oftacore ould probably be

to adestify Lvolopmert posmanilaty o so up=courttry croas nnd, subsequently,

to catablisn the contact to oxtoasios cenbres ooa Tinsance iastitutions in

i

order to chan 1 oaggist-oico to polord -l lecal nrometors,
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170. Az o further ster towards 1ntcxratio;~1, 1t may be useful to study
to what degree the Kenyay ations Trading Corporaticn (T'C“"I’C) could be
used or -dapt.d t - Serve as g marketing Instrunont oy P production

of indigunous small industrial ig ol

1. To overcome vhe proscit LaCricge of adeguat o “Tang courses for
small industrialists the PAT moy have to irerosoe ite awtivitics in

this sector, -

172, In th. 1. ny2 Industrizl Training lnstit‘t«, th ro o considerabloe
8cope for improving the follow~up servicce to tho Lraining ¢oaggeg,

The prosont tondencr af ooange contuct with tp. STCRLCY Py af 4
form.r rarticin oty 4 COMIuek nal b Conradored g, dandesirabl o logs
of possible _.tr Proeneury 1 tadont, cupeeially e tolling into account
the Conparatively hiigh Lraiing coste. A Congetluent -nd PCruancnat
Programmc, 581bly along th. lincs of 5 tuchniciin cintreproneyr scheme,
sct un in the future iy collaberating With the 16DC to Erouote sclcegted

studcnite HAY prove te ho o pessible =olut imy o this poarticulap problen,

173 a1 AW 1 Inview of the fact thot budgotepry reasons and

the ordor or brioriticg for development ot presert prowvoont any
sigriific nt incpe as. of activits:._g iy the f10ld of 4, i 1ll=genlc ndustry
promotion i nonlawi, bhe courss of tuggostod action is lamited to two
aspcectss
(1,' thc vstoblishmint of - Pirst Ysaig rop “TULG100 services,
Fo avoid th. exXpeng: of Setbing up aoey Lwt;vtuti(m this might
be achicved by 1ncluding 2 snllegenlc industry “Xrert anto the
. planncd veonumic studicg goct 100 of 1. s Pevelopmont
Corporation (1ni), . t2eks of the cxpert wouly bes
= 1o adviac the Gove rment, especially th.. Industrasl Commizsioner

on matters of policy ang “RPropriate sotion towards the small-

scalc industry sector;  and

- to proposc, <eroon and/op cvaluate small-genle industry projucts

and assist ip thear implementation,
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(11) the reorsanizotion of th. Baritess foan Board that would cnsure
a mori cclective approoch 1t greantiag loaas and o bottir super-
vision 1n thir roecoveory. 4 ovrazcticsl solition which, i the
short rur, weull cocmis s Yo oot ace ss o~ crpecially 1f combincd
witi, the otop mgere ot o s hov s = a0 ULt amelpanation of the
Doard with th, "DC.  Oubre . uoitly, o dct miimatacy of priority
ercos casily cceonzible te the badoines stor'd could aftord, at
lewst, » rudinmootoey ccocrvisior.s o s vonnoxion, the
poscibility could ¥ otads d of wowes vt o ol 4o velopment preojrct
startiags 10 th rortiber ¢ oon of Talowi nadoe o balatoral
assictone schom. oo it of Liodon woetoiticn o the identification
wrd provot e o ool o=t wiuniriad orodeet oL tne aren.
174 A furthor ctop could ve the tccorner~tion of A fow, sclocted
African ontroeproncurs ooto tho Sleetyre dadurtrinl oare o under o pilot
schome of intenzive toeclolical »d facnceral nade Tonseleriags the
limitations of dirvcct jroverment oo istoee 2o this rospect, special

cmphasio would ove to e pat o rallyice suprort from private sources

tor the yoolizotion of ouch - srojoct, porsiblsy 10 form of 2 gponsorship
programwics Y ogirolor poooab ity woald b be sreote o omall dndustrisl

workohiop schone 1ot 0 LinLo.

TViHe v no Lot 0 Gmannd the programne of omcll-scale industry

developue it braed o0 kst el werrshiops and cetotes, will be fairly
a

complute oo the creecounitry projest cre being nplomented., Cissing

prce b e Loy e

(1) Adetube mamgs troinlig programaes Cer smell industrialists,
ap it rowc ey an=plont teelving teol the 570 wiieht provide in its
cchemwess  Botl the widon -l Doestituts of Dioductivity (M1?) and the
Jusinees Troinaes Colll »owoull bo cusalifiod Lo develop courses

of thio typuo.

(11} Arsistence programey Por the indepondont entroproncur or
prometere  Inothis roopoet, 3t o wsuid bo desirable 1t 2 clear
policy w ore cateblochod vomr s o those ndig rous smoll

Tdustrialists who for vome s org do not ©1t trtn any of the
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Fobilization of Additions1l Support

180.

ment

In additinn to direct assistance extended by governrent and develop-

institutes, increased nttention snould be siven to the mobilization of

suppert to the asmail oandioenous entreprencur from the L.rger industrial

5

firms, 1 source which o r s rorained Largely untapped., The approach

could take two formss

(i) The promotien of sulbcontracting.
The promotior. »f subcontracting kas usually lent sirong impetug 1o
the development o =nalle-scile industries, As yet, 1t has not

hnl

ortions in the Bast Alrican ccuntries,

reached nny signitionat Lrog

1t must e cxpocted thet the generally low stundards of mudity and
b ¢ ; N

resronsivilit,y, juriicularly in rospact ol crompt delivery, ~uSt omary

in the sector will <lso hamper uny wilespread use of this form of pro-
duection orzanization ir the future, unless considerable technicenl as

well as financiad and mansgement assistance is gianted by the con-
tracting Cirms,. This belp will, in rost ease®, only he torthcoming

if in return the governmert is prepared to offer substantial induce~-
ments., Due to 1ts imporiance ror the development of small industries

the possibility of tubcontracting niso deserves more consideration in

the respectiive overnmentis planning of now industiries, For the countries

of the DHast Africwr Communit, , th.s problem vill assume considerable

propertions if thre plonned motor—vehi~le assemcly plint hecomes reality.

(ii) Sponsorsnip Programmes.

Apart from subeontw ctine acherncs. & oo industrisl and possibly com-—
mercial tirms coubd bo approsched te participate with financial und
technical assistance ir small-scqde industiry developnent on the basis
of a volurtary spensorshiy prosramme,  Hxpatriaste firms in particular
may prove willing to contributs @ thia forn Lo the development of the
country it the progoct g vhe necessar; gevernment support. A pro-

gramme ot this trpe souli ve corrice out either on an individual,



firm-to~firy basis or by the creation of an investment trust fund from
contributions of the lorger industria] vorcerns and administered by a
loan board Supported by the expertise of A group of volunteers from

these firms,

181, Teoug i nomat imes over-rated, colicctive action 18 a possible way of
mtroducing 4 nertain desree of self~lelr into thne sector of snullescale
‘industry development, As iy WAL Larts of Africa the co—operative iden
1s already rirmly entrenched ir Mther moactors of thg economy, there might
even be losn rosistans . +a Frogeste o 4 pdnre tiart in other regions,
It will ne one o 1in fun~tions ot an extension service contre to promote
such ro-operative Schemes, a5 it ig unlikely that 1 initiative in this
respect rill come from +he small—-scalo industry sactor itself., Potential
sc0pe for collertive nction exists especinlly in the ficld of raw material

purchase, centr:l accourting services -nd mutual uarantee associantions,

Trairing or Ixtension Fersopnel

182, Whatever Approsch i chosen in technical assistance to small-scale
industries, ite succesg will depend, in the long run, on the quality of the

extension personnel,

182, The substantinl increase of' extension services to small-scale industries
éxpected withir the rourse of the next decade in East Africa will tind A8

one of its main - ohstacles the lack of Sullably qualified staty unless more
attention is riid to the training of loeal personnel. Present efferts ip

this ficld are Dainly contined bLna the training or counterparts in rrojects
sponsored 5y the lniied rntions Techpi -] Agnnuiqﬁ, or bilntoaral technical
assigtance. [{ ig urilikely thoe i future demind for extension personnel

can be suft'iciently covoren tror this source without the help of a supple-

mentnry'training T unme ,

1844 In the vmedint e future the siofr requirements o1 the individusl
countrics concernsd i rroesbly be tao small to warrant the setting up of

a separate training Erogramme of thig type on the national level, It may
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be indicated 1o look for a suitable arrangement on the regional level,
possibly in -olliboration with one of the more experienced small-scale

industry scrvice institutoes already existing in Tast Africaoe

Reoiongl Sellyberstion

165, Therce is (lso o cane Jor closer collahoration of *he various in-
stitutes ongyed n srall-scale industry axtension work on a supra-national
level, espeoially betucen the countries rorming the dast African Communitye
Though there is little mecope for o centralized ~vivisory and training centre,
in view of the facilities alrewiy provided or planned on the natvional level,
and alse considerings tiwe actunl soographical extonsion of the area, it could
be of value 1o ~reate A common instituiion ta corry out ~ertoin supplament ey
functions, tor examples

(i) to establish 1 ecentral documentation centre and refercnce library

to improve the flow of informatior onu to aveid duplication ot studies

and ~I' researc: work;

(ii) te enable the betiel use of specinliced expertise, especially

in the technolngicsl fislds, available on national level in the

neighbourin countricgs;

(iii) to odvise the respective governmonts and developing institufes

on the ro—=ordination of ithe small=scale industry secior in respect of

regional plannin - elfartog

(iv) te sentralizo treining of extension personnel as proposed in the

previous paragraph.
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