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- POLICIES AND PROGRAMMES FOR THE DEVELOPMENT OF SMALL~SCALE INDUSTRY

I, THE ROLE OF SMALL~-SCALE INDUSTRY IN THE INDUSTRIALIZATION
OF DEVELOPING COUNTRIES .

1) In any economy, advanced or developing, smell-scale industries play an in-
portant role. They account for a very large proportion of the number of manu~
facturing enterprises and for a sizable proportion of industrial employment and
of the gross domestic industrial product, In eny economy, they pose distinct
problems of devoloment because: special measures of promotion and assistance are
needed to offset or remedy the structural weaknesses and handicaps due to small-
ness of size and of scale of operat.:lon.g These weaknesses and handicapa (short-
age of financial resources and difficulty in obtaining credit, insufficient ,
technological and menagerial knowledge, inadequate skill of labour, antiquated '
and sometimes primitive equipment, unsatisfactory premises and working conditions,
use of poor rew materials, lack of information on markets, and so on) are par-
‘ticularly serious in small enterprises in the developing countries where in~
austries in general, irrespective of their size, are confronted with difficulties
arising from limited resources in capital and skilled labour, narrow markets and
other obstacles, At the same time, small-scale industries have special advantages,
again particularly marked in developing countries, which give them a distinct
role in industrial development and justify special policy measures in their
support, -

2, While it is unquestionable that small industrial enterprises are often ill-
equipped, poorly managed and suffer from low productivity and unmatisfactory pro-
duot quality, it ip also evident that inefficiendy is not a necessary corollary
of smallness, There are, throughout the world, inmmerable examples of indus~
tries wiich are modern in every respect, but which are small, These industries
use up~to-date equipment, “apply scientific methods of processing and mxug«uat
and produce goods, whether complex or simple, of high quality.” The achievement
of modern standards is the objective of any progrinme of promotion of small~
scals industry, either through the establishment of efficient new enterprises or
the modernisation of existing ones.
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3, It is because modern small-scale industries can contribute to strengthening
and diversifying the industrial structure and accelerating industrialization
that, in nearly all developing countries, Governments provide for their promotion
in their development policies and programmes. There is general agreement that
many articles can be produced economically on a small scale and that some arti~
cle: can be produced more economi.cally on a small scale than on a large one. In
such cases, smallness is not a handicap, and may even afford competitive advan—
tages, Efficient small-scale industries may not only co-exist with large under-
takings or compete successfully with them but also, in some cases, be linked
with them in complementary relationships in which, as subcontractors, they pro—
duce for them various parts and components or carry out certain processing or
finishing operations,

L, In many other instances, smallness is only a stage in growth: industries
may start on a small scale and grow in terms of employment, size of plant and
equlpmsnt and vol\me and range of out.put.

5, Many small industries lend themselves to the use of labour-intensive methods
of production, that is, of techniques characterized by a low capital~labour
ratio, an important ccnsideration in countries with scarce capital and abundant
labour. Some of these techniques may be used, in most establishments, side by
side with highly mechanized processes, the over-all efficiency of the undertaking
remaining satisfactory, Even when advanced technology is predominantly used in
a small enterprise, and its capital-labour ratio is hizh, the absolute amount of
capital required is modest and can be raised out of private domestic resources,
without recourss to foreign investment or to Goverrment equity perticipation.
Thus, the promotion of small-scale industries offers an effective way of
mobilising private savings and initiative,- |

6, Production on a small scale is often the only means of meeting demand when
the sige of the market for any given item is limited, This is particularly true
in the case of relatively isolated local markets such a3 those of small towns
and rural areas, Thus, small industries may play a useful role in programnes of
industrial decentralisation, They may contribute to the expert of manufactures,
the pggnotion of which is a forenost need of industrializing oountries requiring
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increasing amounts of foreign exchange to finance their imports of capital and
other goods,

7. Both in relatively developed and undeveloped areas, small-scale irndusiries
permit the tapping of resources which otherwise would remasin unused, including
entrepreneurship, tapital, labour and raw materials, With proper orientation
and support, they may attract people who, because of lack of knowledge of tech—
nology and management and ignorance of prospects offered by industry, would
either remain in their present occupations or engage in competing and presumably
less risky activities such as cocmmerce and building. They msy mobilize famly
and other savings which might remain idle, te spent on luxuries or be directed
towards non-productive activities. They may utilize materials available in
small concentrations, low-grade materials or by-products,

8. Small industries are a training ground for management and labour, Skilled
technicians, forecmen and workers are induced, and are often able, to set up their
own industrial enterprises, More [cnerally, and more importantly, they offer
the most promising means of promoting entrepreneurship, that is, of indu=ing the
participation of people from different walks of life, with limited finsncial re-
sources and scant technical and manegemen! experience, in the indusirialization
of their country. As stressed below, this can only be achieved if guidance,
assistance, training and support are given to these people at sll stages of the
planning, establishment and operation of their enterprises. This rolc of smoll-
scale industry is of decisive importance in those countries — principally the
newly-independent ones - where the industrial structure consists essentislly of
a few large-scale and nedium-sized industries, usually foreign, Government-owned
or jJointly-owned, on the one hand, and of large numbers of traditiomal indus-
trial undertakings ~ artisans, handicrafts and cottage industries - or. the nther,
The lack of a middle group of mcdern small-scale jndustries is not only a factor
of imbalance in the industrial structure, tut one of stagnation for the oconemy
as a whole, For obvious reasons, neither the Goveriment nor foreign investors
are interested in owning end operating small establishments, To promote small-
scale industiy is essentially to promote domestic private enterprise, Thus,
especially in the countries where few small industries exist, ths promotion of
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this sector is not only a means of strengthening and diversifying the economy
and raising living standards, but also, through the creation of a new class of
indigenous industrialists, of achieving major social and political objectives.

9, The relative position which small-scale and large-scale industry should
oceupy in the industrial structure and therefore the extent of the resources to
be allocated to either sector are matters for the planning authority of each '
country to decide, The scope for the development of industries of different
types and sizes varies according to the natural and human regources of -the
country, the capital, forelign and national, available for investment » the market
m'ospects at home and abroad, and other considerations, both economic and soclal,
In every country, the basic policy should be to develop small industries side by
side with larger industrial projects, within the framework of an over—all indus-
trial development plan or programme, and not instead of, or in preference to, |
lerge-acale or medium-sized industry.

1I, DEVELOPMENT POLICIES

10, Because of their weaknesses and handicaps, small-scale industries are un-
able to formulate and carry out self-help programmes, Their promotion should
therefors be the responsibility of the Government. The Government!s action
tends essentially to assist small industries to overcome the disadvantages, or
to make better use of the advantages, of smallness and to achiwve higher levels
of afficiency, A prerequisite of such action is that industries which have
potential for development and which are in need of assistance be clearly identi-
fled and distinguished from others, Herein ies the importance of a definitdon .
of small-scale industry based on precise and tangible oriteris,

1. Spallness is a relative notion and no generally acceptable numerical defini-
tion can even be sought. The definitions of small-scale industry vary con- ,
siderably not only from country to country, but even, sometimes, within the same
country. Such variety is entirely Justified since different formulations may be
needed to meet different objectives and conditions, Where a measure of uni~
formity and agreement may be introduced is in the very concept of small~scale

2 o SR g s s Chanide: o i




1D/CONF,1/6
ENGLISH
Page 7

industry, that is, the choice of components of the definition, and the differen-
tiation of industry from other productive activities characterized by a small
scale of operation,

12, As regards the components, employment and investment in f{ixed capital are
the most commonly used, either individually or in cambination, The employment
criterion has some obvious advantages since data are widely available and a de-
finition in terms of a ceiling on the number of workers per enterprise is simple
and without ambiguity. But a definition based solely on the employment criterion
may not reveal the real size and scale of operation of an establishment, Sone
industries require high capital investment bui only a small number of workers,
and it may not be correct to classify such industiies as small-scale merely on
the basis of employment., The opposite also applies to some extent,

13. The capital investment criterion is more complex. In scme countrice, capital
includes fixed zssets and working capilal,. In most countries, it is lim ted to
investment in fixed capital, The main reason for excluding working capital is
that a proper assessment of the size : xl scale of operation of a firm will not ba
possible if factors such as the cust of raw materials, direct labour, manufactur-
ing and administrative overheads are taken into account, There are eseveral in-
dustries which require only small fixed capital investment, but very high work-
ing capital; if working capital is included along with fixed capital, they may
fall outside the definition of small industry even thcugh they may be typical
emal) industries, Again, the costs of the elements constituting working capital
may very considerably from firm to firm, depending upon the structure and effi-
ciency of management, turn~over arrangemenis and other factors which may be un-
related to the size of the industries, Fixed capital provides a more satisfactory
criterion for determining the sizs of the establishment, For the purposes of the
definition, it should include tho cost cf buildings and machinery but not that

of land which may vary widely from one location to the other,

14. In some countries, definitions are based only on fixed capital, the employw-
ment criterion being excluded on the grounds that one of the roles of small-scale
industry i¢ to promote employment and that a ceiling on this factor night inhibit
entrepreneurs froa hiring additional labour in order not to lose the benefits of

/ooo
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Govermment assistance pograimes, However, this may be avoided if the ceiling on
erployment, is sel at a sufticiently high level., The ceiling on fixed capital
ahould also be at a level wrich would not discourage smcll entrepreneurs to equip
ihenselves with modern machinery and equipment, As a rule, whether the two
eriteria are used in combination or separately, the maximum actual values assign-
oi to them should be high enough to encourage, on the one hand, the raising of
empioymeni and, on the other hand, the use of modcrn productive machinery., Some-~

times, both objectives may te simultaneousiy pursued in the same enterprise; in

other cases, small units may use predominantly either labour—-intensive or capital~
1, tensive technigues, Whatever the technologies adopted, these enterprises would
comain in need of guidance and assistance and should be distinguished from

larger ones which could fergo such help,

15, The distinction between small industries and other productive activities
characterized by a small scale of operation, such as handicrafts, artisan under—
takings and cotbage irdustiies, is based mainly on the types of organization,
eauipment and techniques and also the types of products involved. In all these
traaitional occupations, which are usually 1linited to a few branches such as
carpetitry, blackemithy, poblery, weaving ete,, theve is little or no division

of labour and a minimum of machinery is used, hand-crafting being a predominant
method of processing; in the case of handicrafts, artistic skills and artistic
and ornamental value of the products are distinguls hing characteristics, The

promotion of the traditional sector calls for programmes and measures of assis- !
tance different frem those devised for the derelopment of modern small~scale

industry. VFor that reason, the definition of the latter should distingnish it

from the traditional. sector. Desides the qualitative leatures mentioned above, f

rumerical maximuin limits on fixed capitul and if need be, employment in tradi-
tional undertekings will also be necessary: these will be appreciably lower

; than for small-scale industry, When separate definitions are adopted for the .

L rodern aml traditional sectors, that of the modern sector, especially if based

% on fi-ad capital, may include not only a ceiling but also a lower limit. This

’ lower limit or e s‘LghtlJ higher flgure (overlapping would be of mo serious con-
sequence) may be the ceiling of the definition of the latter,

1 e
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16. In 21l developing countries, the future of the traditibnal industrial sector
is, or should be, an important policy problem, In some countries, there is a
confusion between the traditional and the modern sectors and development policies
fbcgs on upgrading handicrafts and artisan enterprises rather than promoting
modern manufacturing establishments., More often, modern industry is heing
developed but little attention is paid to the role and place of the traditional
sector in a modernizing eccnomy, Sometimes, it is believed that the whole tre--
ditional sector can be transformed into modern manufacturinge.

17. There are, no doubt, many traditional crafts which have beccme obsolete and
wasteful through the emergence of modern technology, changes in social structure
and rising income, levels., Factories sre steadily replacing artisan workshops in
the supply of such products as textiles, shoes, furniture, agricultural Lools,

It is & paradox of industrialization in developing countries that the only group
of people with background and experience in industriel cctivities becomes ite
first victim, Thore are also certain fields where the artisan workshop can co-
exisl with the factory and even function in complementarity with it; there is,

in particular, increasing sccpe in any econcmy for artistic handicraft productions,
the demand for which seems to grow with the increase in affluence of the socliaty,
the expansion of tourism and other factors. Such skills and crafts should be
identified and assisted so that they would develop further. The difficult pro-
blem is that of the obsolete and declining tradec vhich, though inefficient, are
a source of income for large segments of the population and, in certain countries,
are the predominant element in the industrial structurs, Some traditional acti-
vities, probably fewer than commonly believed, lend themselves to transformation
into small-scale industrial undertakings in the same line of business. Meny
others do not lend themselves to such a transformstion, but should be steered to-
wards small-scale manufacturing in different lines of business, service and con-
struction industries and other promising activities. In either case, programues
of conversion, retraining, technical assistance and special incentives are called
for. *

18, Artisans are only one of the sources of entrepreneurship in small-scale in-
dustry., Prospective entrepreneurs may be found among educated yourg men, mer-
chants, foremen and skilled workers from larye entervrises, Goverrment officiale,

/...
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and so on, These people should be steered tcowards industrial occupations cf{fer-
ing pood prospects of development ond corresponding to the priority areas of the
coaresll industrialization programmes. Fromotion of mmall-scale industries -
ard tii. applies ¢lsc to artisan enterprises - should therefore be selective,
tihing inbo aszcount their viablliity, rompetitive strength and growth- pctential,
The Covernmeat!s nolicies should ret be aimed at giving rise to, or artifically
meintaining weak, vulnerable and inefficient industries, The icdentification of

the types cf industries which are economic cn a small scale, which can sustain

the competition of larger firms, or which can be linked with these by ccmplemen—
tary rclationships, ard which have prospects of expansion and diversification,
has 1 decisive bearing on the coverage, scope ard orientation of promoticn pro-
grammes  fence the importance of surveys of rrospects of devclopment cf small~
snale industries in varicus regions or localities oI a developing country, and
of measures of assistance to amall industrialists at the pre-invesiment stage.

Thesc aspects will be considered in more detail in the next section.

19, Selectivity in location of small industries should bs an equally important
pelicy as solectivity in the types of mamfacturing activities, As stressed
earlisr, small-scele industries may, on aceount of their loca.tionz;l flexibility,
play a oubstantial role in decentralizaticn programmes. In most developing
countiries, however, the lack or inadequacy of infra-structure in vast regions
limits the choice of location of industry, Outside of a few "islands" whero
basic concitions for industrial development are fulfilled, it may often be in~
practicable to set up sven small astablishments, These need a minimum of infra-

v Bt o

% structure facilities, skilled labour, raw materials, and mariket cutlets. The
P

\ prospects in tnis regard would e reveuled by the surveys relerred to earller,
; whi.ch assume thercfore a considerable importance in the formulation of any de~

centralization or regional planning programme, The special advaniage of small-
scale industries is that most of them can be operated in locations wherc the
supply of basic facilities is limited and where larger firms could not be

"’ economically set up., In & general way, the deralopment of small-scale industry
' should be closely co-ordinated with progremmes of congtruction of power plants
or of power distribution, road tuilding, water supply and pr-vision of other
infra-structure facilities, ‘

&
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20, The industrial estate may be of value inter alia in facilitating the esta-
blishment of industries in less developed or backward areas, since it providee

an economic justification for the development of basic facilities and services ~
power, water, transport, factory buildings, extension services, training etc,

. Yet even the location of an industrial estate preéumes the existence of a minimum
of basic rescurces and facilities and of favourable prospects cof industrial de-
velopment and should be decided on the basis of thorough surveys.

21, Since small-scale industries are in need of help in all aspects of their
planning, establishment and operation, the various measures of promoticn and
assistance — financial, technical, managerial stc, - should te part of an inte-
grated development programme, Individual measures may remain ineffective it un-
supported by complementary action., For instance, credit funds may remain unused,
standard factories on industrial estates may remain unoccupied if no steps are
taken to stimulate entrepreneurship. Equipment may not be modernized if financing
is not provided. Vocational training will not suffice to improve productivity if
jndustrial extension services to managers are not available, Guidance, advice
and support are needed at every step in each operation, over a relatively long
peried of tims, Such integrated and sustained assistance can be provided only by
the Government through appropriate institutions. often with the help of foreign
experts. The main purpose of these measures is to support small industrialists
through the initial stages and to lead them towards effective, self-reliant
management; high-quality, low-cost production; and gelf-sustained growth,

22. Wnhile the Government has to draw up general development policies ard pro-
grammes and to provide, through public institutions, many and sometimes most

of the measuree of promotion erd assistance, there is usually scope for some co-
operation on the part of semi-public and private agencieé. The Government should
then facilitate and cu -ordinate thedr actior. As a rule, private agencies will '
not come forward to provide free of charge, or even at cost, such services as
technical counselling, technical facilities and training of workers and managers,
‘With the exception of services supplied by common-facility workshops (which are ‘
in the nature of operating costs and should be charged for), counselling services

and training are forms of education which, in most countries, are considered to
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be a Government responsibility and are provided free, In view of the shortage
of industrial extensicn personrel, Governments of developing countries might
somatimes consider using the services of chambers of commerce and industry, in-
dustrial asscciations and private consultant firms, end support, in full or in
part, the costs of their operztions. The Government need not undertske a pro-
pramne of direct credit assistance to small entrepreneurs if commerclal banks can
ve induced, through guarantee or insurance schemes, interest rate subsidization
and similar ssapporliing measures, to advance loans at liberal conditions to small
industriss, Quite often, the Covernment's role need only be that of "pump~ !
priming", its jnitiative being aimed at encouraging private agencies or groups of
amall entrepreneurs to take up promotional action in due course. For instance,
certain common service facilities on an industrial estate, and even the estate
itself may eventually be turned over to private ownership and management, While
the first industrial estates should nearly always be set up by the Government -
private initiative being not forthcoming as a rule - one of their purposes is,
through demonstration of what can be done through Government assistance, to in-
duce lccal bodies, private groups and co-operatives to follow suit and to set up,
with some public support, their own industrial estates. /gain, the facilitation
of self-help progremmes by private groups, usually in the form of co~oparative '
associaticns, is a major responsibllity of the public authorities. In all cases,
it is the duty of the Covernment to ensure that small entrepreneurs get integre-~
ted measures of support, whether these are provided by public institutions or
private agencies or by voluntary efforts of the entrepreneurs ttgemselvoa.

23, The measures referred to so far tend to strengthen and support small-scale
industries by inducing them to Yenefit from economies of agglomeration: this 1is
the case when they are located on industrial estates with standard factories,
common service facilities :nd industrial extension services, and when co-opera-
tive and complementary srrangements among them enable them to undertake pro-
grammes of self-help, Another means of strengthening them is to oncourqo't.hi
establishrent of subcontracting relationships with large fimms. The institu-
tionalization of servicing through the c restion of permanent public agencies
such as amall industry service institutes, industrisl extension centres, manage-
ment development centres, special departmsnts of industrial development banks

Iy ! ; .
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‘etc., and recourse to the co--operation of semi-public and private agencies are
other major forms of promotion and support of amall industries. There is another
type of acticn, which 1s necessarily the responsibility of the Government ~ the
adoption cf legislation to facilitate the growth of small establishments es purt
of the over-all industrialization effcrt, and of certain preferentizl scheues and
special measures of protection, In most developing countries, tax and teriff
concessions are used as an instrument of irndustrial develcpmert, Scmetimes, in-
dustries may benefit from these advartages only if their investment and/or em-
ployment exceeds a given minimun which may be set st a ralstively high ievel; this
encourages large-scale industry. In other cases, incentives are provided only to
industries whose investment and employment do not exceed a relatively low lavel;
tids i3 an incentive to artisans or very small industrial esatecblishments, Tu
either case emall-scale industry is disadvantaged. ‘Thus, the revisicn of existing
laws ov the enactment of special incentive laws for small-seale inductiry is often
called for. Preferential schemes include procurement proglanmes of small indus-
try products by public avthorities, priority procuvrement of scarce raw materials,
concessional ratec on freight and utilities etc.

2. The role of the Goverrment in the pronotion of small--scale induvstries as
outlined in the preceding paragraphs has sometimes been eriticized as teo pro-
tective. Small-scale industries have been called a “gpoon-fed" group which can-
not survive without Government support and the Covernment ilself has been cri-
ticized for interfering too much with private initiative. But these criticisms
are based on an incorrect understanding of the nature of the Government !'s roie
in this field. As stated earlier, one of the principal cbjectives of small in-
dustry development is to pramote the emergence of a healthy group of private
entrepreneurs, The Government's role is limited to the oxtent and tiie neaded
to help these entrepreneurs to stand on their own, Wiiile Guvernueat casures
of assistance may continue over a long period - and for this reason should be
institutionalized - it will not be the same industrial units which will receive
such assistance. As far as individuel industries are concerned, assistance is
given only until and for such time as it is needed, Experience shows tha'. most
smell industries cutgrow the stage of needing Government assistance very quiockly.
But new entrepreneurs will need such assistance and thus the Govarmment!s role

Jaoe
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of providing assistance continues, The promotional. r1ole of the Gevernuont will
be progressively reduced as the country advances and private agenzies and ip-
stitutlons come forward Lo provide the services and facilities needed by indus-
tries,

Smaiiness does not confer any privileges or advantages in dcvelopiasni pro-

grammes, bub it is the duty of the Goverrment to ensurs alsc thas suallnes: does
ot porpetuate hendiceps,

111, OUTLINE OF AN INTEGRATED CEVELOFMENT FROGHAMME

26, In the following peragraphs, an ocutline is presented cf a "“movirum® Fro~

gramme of premotion of, and assistance to, small-scale industry, The development

of this sector covers, jn a different contzxt ond a dl“foyant perspentiive, 21l

vhe isajor problens confronting the csteblishment and crowth of industry in penoral.
The measures listed below therefore encompass = bSrozd ‘fioid, Net ondy Ao dkch
w0 be done o promote swall suberprises » t:l nore is Lo be dons fer thon than A 2
the larger ones because their nced for support is greater. Sone m2azurcs of pro-
motdon and assistance are required bLy all industidioes, irrespective of sive:
planning, surveys and feasibility siudiea, finanrcing, provieion cf sjtes and
infra-structure, training of manpower, technolcgical ressarch, wmarketing ind ex-
port pramotion, fiscel and other incentives; but thc programmes rvquired by small
industiies in these areas should le spacially adapted tn their needs, Other
measures are necessary only for t! . promotion of small-scale industry. Thie is
the case of industrial estates, common service facilities, co-operetiven, hije-
purchese and other supervised credit schemes » Government store procurament pro-
grames otc, In general, technical and managerial counselling ir reeded only by
small industries. According to the nesds, prospects and targets of developnernt
of small-scale industiy in a given country, most and sometimes a1l of these mes-~
sures should be provided. The programmes may be implemented by one or several

agoncies ~ a department of a ministry, small irdustry devslopment institutes,
extension centres, industrial estate authorities and so on.

27. To carry out comprehensive progremmes of this type, appreciable rescurces
of expert personnel and finance are needed, The scarcity of specialists in smal)

/coc




ID/CONF,1/6
IGLISH
Page 15

industry development — industrial economists, engineers in various; fields of
specialization, management development experts, industrial estate planners, inerket
researchers, and so on — is a mejor obstacle and recourse to foreign experts is

fraquently required, the training of natioral counterparts being one of their moin

duties.l Certain projects involve large investments, This is the caze of indus-

trial estates, the establishment of which calls for land, infra~structure develop-
ment, factory construction, equipment of camicn facdlitios and provision of other
services end amenities. It is also the case of indusirial extensicn centres,
training institutes etc. which require workshops and laboratories, with their
equipment, class-rooms, libraries, and so on, Though sore c¢f this investment may
be recovered -~ for instance, installations on industrial estates mzy be turned
over to the occupanis — the over-all cests of an integrated snall industry develop-
ment progremme may be high, There is avundant evidence Liet many devaloping coun-
tries consider that the achievement oi the ecorumic, sccial cnd political co Jec-
tives of such a programme fully jurtities ihe allocation of scarce resources for
vilding up a permonent develepment iachiinery,

~

28, An integruted programme of development of small-scale irQustxy vill include
measures under the following three main headings: A, Premotion and assistance;
B, Imndustrial estates; C., Financing, training amd specisl incentives, ‘The parc
of the programme under the first two headinga should be furmulated under the re-
sponsibility of a spscial Governmant agency or a department of a ministry, and iw-
plemented either by this agency or by specialized institutions. For the sake of
convenience, refercnce will generally be made, in the following raragraphs, to a
singles promotion and assistance agency. The agency would also contribute to the
formulation of the programues under the third heading, and would play a role in
their implementation and co-ordination; however, the responsibility for carrying
out this part of the progremme would usually be boms by other institutions or
goverrment departments.

[ o

)/ Technical assistance is beyond thé scope of the present report. For a deteiled
descriptior of the types of assistance which may be provided by the United
Nations, geg jechinica y L 2 e A0PI SRR AL ~8 O LS

Axhes (United Ne
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A, Promotion and assistance

Stimulation of entreprencurship

29, In order to stimulate entrepreneurship and orient pre.spective entrepreneurs
towards industrial sctivitie. offering good prospects and consonsnt with the ob--
Jectives, priorities and requi.ements of the cverall develonment plan, techidcea
and_economic studies of the types of industries which can ve set up in verious
lozelities of the country should be carried out. Thesc swrveys would indicate,
in the light of the aveilability of vew materisd 8, power, water, trensportation
and other utilities, capital, labour, markets snd so on, the prospects open to
industries prcducing goods vhich, to the extent possible, would usc local metevials
and substitute fer imports. The surveys, the scope of whitch weuld necessariliy be
broad, would not only describe the vrospects of small industry develouseny but

would also give indications on the possibilibties of industrial dacentralizetion,

20. Once the feasible and desirabls types of suall industites have heen deter—
mined, "model schemes" or "industry fact shezis" shouvld be Prepared {or each of
tnese industries or, at any rute, for those of the highestv pricrity, The "model
schemes" would describe, in simple and clear temms, the requirements in capital R
plant and equipment, employment, raw materials, processes, marketirg prospects P

and estimate turnover and profitability.

31, The promotion and assistance agency should not limit itself to giving cone
sultations to persons apprvaching it. It sheuld, as fer as possible, scek out
prospective entrepreneurs vith a view to steering them towards induatrial occupa-~
tions and providing them with all the necessary information and advice, Inten-
sivp development campaigns, organized Jointly by industrial extension zad finan~
clal agencies, msy be undertaken: gronna of techni~iens may go {rom nlsce 4o
place with mobile danonstration vans, convene meetings and discussion groupe, and
formulate projects for which technical » manegerial and financial assistance will
aubsequantly be provided.

32, Upon reqnest from prospective or established entrepreneurs, the agency would
undertake feasibility studies, inciuding marketing surveys, for new industrial

projects and would evaluate projects already prepared by the entrepreneurs.
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33, It would assist prospective and existing entrepreneurs in formulating "bank-
able" projects for financing by credit institutions, commercial or public.

3L, It would assist entrepreneurs in all formalitics relating to incorpecration,
licensing, acquisition of site or building, jmport licenses and fcreign exchange
authorizations and other prerequisites for setting up, modernizing cr expanding

an industrial enterprise.

35, The agency woulu co--ordinate the activities of institutions [or treining,
management and labour, industrial research centres and othsr bodies such as
chambers of commerce and industry, professionsl associations, co-cperatives etce,
which contribute to thestimulation of entrepreneurship, the spread of industrial

skills and the dissemination of technical information,

Technical and managerial assistance

36, The agency vould provide assistance 1o small industrialists in every aspect

of planning, constructing, operating and managing their enterprises,

37. Economic assistance covers principally counseiling on industry feasipility
and prospects, selection of locaticn, fixed and working capital requiremenis, in-
formation on availability and prices of raw materials, labour, factory space, pro-
dustion coste at different size units, competitive pesition in r;.alation tv other
industries, marketing and export opportunities, |

38. Technical assistsnce covers advice and guidance on the choice of materials,
machinery and tools and their most efficient utilizetion in production. It ine
oludes advice on plant lay-out, installation, operation, maintensnce and repair
of machinery, techniques of preduction, testing, quelity control procedures,
packaging, storing, selling and shipping goods, and class~room and on-the-job
Araining of workers and supervisors. '

39, Management ;ievelopment covers advice, guidance and training in all aspects

of the conduct of a business, including the raising cf resources, orgenization,
production planning and control, inventory control, cost accounting and marketing
techniques, . It includes advice on sources of credit, loan regulations, taxes,
book-keeping, advertising and publicity, It may include promotion of subcontract-
ing between large and small industries through the provision of information on

[one
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opportunities in this field and the facilitatio of negotiation of comtracts, The
promotion of co-operative arrangements, including co-operative associations be-
tween amall undertazkings, is a relevant activity,

4O0. Picduct improvement is concerned with design and quality, ZIxisting desien
may be improved or a new design substiiuted for an old one so as to enhance por-

formance, quality and eppearance. Advice on standardization is also provided,

4., Training is necessarily iuvolved in the above activities, whether il is cro-
vided in an indusirial extcnsion centre, a special institution cr on the jcb, 4s
an industricl extension aclivity, the Lraining provided to managers, supervisory
personnel and workers of existing enterprises is, as a rule, more iu the nature
of upgrading of existing skills and more specialized than that given in tusincss
administration ccurses, technical cducation end vocational training, to studenis

vho have rot entered yet into industrial employment,

42. Induetricl research is an essential supporting accivity, Teehnologieal
adaptation or innovation in respect of procesces, equipment and prcduczs i3 orten
of special benefit to small-scale industries. Scme processes result in reductions
in input of capitval and materials; some types of equipment make it possible to
produce economically at -elatively sﬁall capacity or lend themselves to muitiple
use; some products may be bassd on local materials or by-preducts or may meet
special demand requiremenis on narrew markets, An industriesl extension service

chould evidently make use of the results of such research,

Informatjon and research

43, The agency would disseminate economic, technical and iegsl information rela~
ting to the development of small-scale industries and vould undertake rescarch in
these areas.,

B. Industris) estates

kih. The planning and vonstruction of industrial estates should be one of the
fundamental components of a programme for the development of small-scale indnatnf%/

See "Policies and Programmes for the Establishment of Industiial Estates®
(ID/CONF,1/B~5) . |
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The estate is one of the most effective instruments of promotion, The availabi-
lity of standard factories for rent or hire~purchase is, for people with small
financial means, a majer inducement to engage in industriel operations. The
existence of facilities providing technical and maragerial assistance is another
important inducement to entrepreneurship, Vhen an extension centre is part of an
industrial estats, the small industrialists may receive sustained assistance in
all aspects of their work, Common service facilitdes, such as a tool-room, nain-
tenance and repuair shop, or a testing and qualily control laboratovy, vhich may
vary in type with the composition of industries on the estote, contribute tc¢ im-
proving productivity and product gquality and reducing costs. Thz grouping of small
industries on a common site makes it economical to set up other facilities, such
ss a training institution or an information centre, as part of the estais. Thus,
the industrial estate is an effective tool for integraling the various maasures

of support to small-scale induotrics,

C., PFinancing, training and special incontives

L5. To be fully effective, the above messures should be supported by complemen--
‘tary programmes, Because of relatively high risks, high costs of lending, and
small banking profits, small industries have difficulties in obtaining credit,

and special measures for financial assicstence are required, The principal featurc
of financing of small-scale industries is the linking of technicel to firancial

. assistance, The raising of productivity through industrial extension servicec re~
duce risks and increases t{he credit-worthiness of smell entrepreneurs. Assistauce
in preparing loan applications also facilitates credit, and "credit supervision",
in the case of small-scale industriss, is essentially a form of technical aseis-
tance aimed at ensuring a proper use of loans through technical ard managerial
guidance.

46, Supervised credit operations may be jointly managed by financial and indus-
trial extension agencies., Certain forms of supervised credit, for instance, hire-
purchase systeias for provision of machinery, may be more effectively opérated by

a special agency., Because of the high cost of credit supervision, special finan~
cial institutions oiten have to be created, through which foreign as woeil as do~
pestic funds can be channelled. Where small industries have achieved a measure
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cf development, financing by commercial banks may be obtained through Government

guarantee and insurance schemes,

L7, The importance of vocational training is evident and need not be elaborated.
One of the advantages ol establishing training centres in or near industrial

estates is that courses may be devised specifically to meet the needs of the in-
dustrialists; another advantage is that epprenti.ceship and in-plant training may

be facilitated,

48, Other measures in a maximum programme of development inzlude special tax and
oustoms benefits for small-scale industries, priority allocation of scarce raw
materials, preferential purchase of small industry products by Govermment agencies,

reductions in transportation and utility raies, end special expert promction

measures,
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ANNEX I. THE PLACE OF SMALL-3CALE INDUSTRY IN THE INDUSTRIAL FRAVGWORKQ/

I. General Anelysis

l. An assessment of the place of small-scale industry in the over-all
industrial framework is confronted by two main obstaclest the lzck of
uniformity of the definitions of small-scale industry used in publicationc,
industry censuses, and other statistical material in different courtries;

and the limitation of the number of countries for which detailed data are
available.

2. A definition of small-scale industry should identify the modern small
manufacturing sector, excludirg handicraft and artisan undertakings end
cottage indusiry. In many countries, the definitions are based on employ-
ment only, with ceilings set at different levels. It happens freyuently
that enterprises with little or nc machinery and employing relatively many
workers are classified as small-scale or medium-sized industries, though

their activities may essentially be of an artisan or cottage industry type.

- 3. Ilrvestment in fixed capital, combined or not with number of employees,
would be a hetter criterion, ‘the ceilings varying from one country to
another. This criteriony,however, is seldom found in the statistical
literature and, for this reason,‘ the present study usee a definiiion of

small-scale industry besed on employment only, the number per enterprise
being 100 workers or less.

4. For the purposes of the study, indauetry is grouped into three dbroad
categories: light industry; metal producte industryj; and heavy industry.

é

;/ This annex contains a summary of parts of a statistioal analyeis of the
role of small-scale industry in induetrisl end industrialiring countriam,
propared by Mr. G. K. Boon, a consultant to UNIDO, which will be pube
" lished by the United Nations in 1968. ‘

’
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The composition of each catcgory is given in table I below,

5¢ Heavy industriec are capitel-intensive and, in genersl, use equipment
characterized by relatively large indivisibilitiecy; for this reason, they
benefit from economies of acale. The other indusirial activities aie,
however, not necesswurily lavour-irtensive. It ia & characterictic of many
light and metal-products industries that choices between alternative tech-
niques exissy these rangs from more to 1385 labour-intensive, or from

less to more capitel-intensive.

Table 1. Cluassificatiocn of Industry

Light industry #etal procucts . Heavy industry
indvstry
ISICE/ Industry Isr¢ Tndustry ISIC Indussry
No, RTOUp Ho. gToup No. £T0UY:
20~22 Food, beverages and - 35 Ketal products 27 Paper and
tobacco o papesr proCusis
23 Textiles 36  Machinery except 31 Chemiceis and
: eleoctrical ctemice! pro~
ducts
24 Footwear, clothing - 3 Flectrical mach- 32 Petroleum ang
inexy ccal vroducte
25 Wood and cork 38  Transport esquip- 34 Basic metal
ment indusirics

26 Furniture
28 Printing and publishing

.29 Leather and leather pro-
ducts

30 Rubber products
39 Miscellaneous manufactur-

ing
8/ Intornational Statistiosl Industriel Claseification

/coc
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6. The pluce of smell-scale industry in each of these three groups has

been assesscd for a sample of fourteen countries: six developed cour-—
tries: Canada, Finland, Japan, the Hetherlands, the United Kingdom and
the United States; and eight developing countriess Argertina, Brazil,

Chile, China (Taiwan), Colombhia, liexico, Pskistan and Peru.

Te - In both the developed and the developing ccuntries, the highest
number of establishments is in the light industry group. In the develcped
countries and in Brazil and ilexico, the average size of establishments in

terms of value added per establishuent is the smallest in the light industry

group. In the otker developing countries, it is in the metal products

industry group.

8. Ir sll the countries under ccnsideration, with the exception of
Argentina and reru, the smallest number of establishments is in the heavy

industry group. 1In Argentina and Peru, it is in the metal products category.

9. The lorgest averaege size of eetablishment, expresced in value added

ver enterprise, is ir trke heavy industry group in all countries with the
exception of Brazil, where the average added value per esteblishment is s
significantly greatsr in the metal products group then in the heavy industry
group.

10. The average rumber of persons employed per establishment ig the
smallest >~ the light industry group in the developed countries and in
Bregil, Chile and Mexico. In the other developing countries of the sample,

the metal products industry has the lowest average employment per estab-
lishment. 7

11, The average sizo of ostablichmont expic.ced in number of persons
euployed is, in moat countries, largest in the heavy industry graup, with
the exception of BErasil; where it is in the metal products group and Pakie-
tan vhere it is in the light industry group.
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12. Another indicator of the relative importance of industry is the value
added per employee, a ratio which measures the average labour productivity.
The value added per ewployee 1is positively ccrrelated with the wage rate

and the capital-labour ratio.

13. The valuc added per cmployec ise the lowest in the light industyy in
all the developed countries (with the exception of Finlend) and in Brazil
and Mexico. In the cther countries the lowest labour productivity is

fournd in the mctal products industry.

14, The highest labour productivity figures are found in 211 countries
except the Kepublic of China in the heavy industry group. In China

the highest figure is found in the ligbt industry group. Because of the
positive correlation between the value added per employce ratio and the
capital-labour ratio, what has bteen said of the average labour prcduchivity
indirectly holds for the capital-labtcur ratio. The higbest capital-labour
ratio is fourd in the heavy lncustry grcup while the lowsst vatio is found
either in the light industry grocup (mairly in the developed countries) ov

in the metal products group (mainly in the developing countries).

15. A laet characteristic is the average level ci wage per person cmployed.
As might be e xpected, the lovest average wagas are paid in the light in~
dustry {(with the minor excepiion of Coloumbia wherc the wages in the mectel
products industry are slightly lower).' In almost ail countries oi the
sampls, the highest vieges are paid in the heavy industry group, with the
excepticn ot the United States, where the averags wagec in the motal pro-

ducts category sre somewhat higher and in Brazil where they are signifi-
cantly higher.

l6.k The statistical analysis suggests that the following pattern obearved
in the industrially mature countries is the normal one for these coun—
triest the highest number of establishments is found in the light industry
category followed hy the metal products industry ocategory and the heavy
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induatry category. The average value added per establishment :: the
smallest in the light industry cotcgory, and oo are the aversge number
of persons emplcyed per estatlishment, the value added per employes | and
consequently the capital-labour ratio) and the aveorage wage paid per
person. All these ratios have their highest levas! in %he heavy industry

category; intermediate values are found in the metal products group.

17. The pattern is different in the developing countries whick o tarough
various phases before reaching the industrial siructure typical of the
advanced countries. In the industrializing countries, the rosition of
light industry and metal products industry aprezrs 4o be the reverse of
that ir the industrial countries. An explanation of this deviation ia
that the process of inaistrialization often staris with an emphasis on
light induatry and is followed by the development of the metal products
industry. For this reason, the light industry group may be relatively
mature, wkile the metal products industry may still be at an infant alage.
It is also for this rééson that light industry may be expected to decline
in importance in relation to matal products and to keavy industrry. This
conclusion is strengthened by the analysis of the distribition of value
added in industry for the period 1938-1961 given in table 2 on the folloving
page.

18. Table 2 shows that, in the industrializing countries, the share of
heavy industry is comparable to the proportion in the industrial courtries.
This, however, is entirely due to the relatively low contritution of the
metal products industrys yet this contribution is rising very rapidiy.
The ihlr' of light industry declines but remains quite high. In 1961,
13ght industry contridmted more tkan three times ac much tc totzl value
added in manufsoturirg as the metal products indusiry.

19. In the industrial countries, tho shars cf the metal products industry
is higher than that of heavy industry. The decline in the share of light
industry is mors rapid in these countries than in the developing ones.

[ooe
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20, It may be expected that, in all econcmies, the share of light in-
dustry will decline in relation to that of the metal products industry.
In the developing countries, it is nrobable that the contribusion of
small-scale industries to the light industry sector will decline but that

it will increase in the metal products group - small enterprises being

very efficient in many branches of the latter group, either as jindependent
producers or a8 subcontractors to large undertakings. Cn the whole, there-
ferey the relatue position of smali-scale industry may not nccessarily
decline in the futurey ii may remain unchanged or may even increase. In
absolute terms, the numwer of small-scale industries will definitely

increase as industrializaticn proceeds.

21. Another approach to uscertain the role of small-scale industry in
menufacturing industry as a whole ic to dketermine its percentage share in
total employment and total value added in manufacturing. This has been
done for 35 countries for which data are availabley the results are pre-
sented in table 3 on the following page.

22. BExireme values, that is, omployment ratios of more than 50 per cent
for emall-ucale industry, are found in the Central American countries, in
Cyprus, Greece, Iarael, New Zealand, the Republic of Korea, Surinam and
Venesuela; all of these are relatively small industrialiging countries.
Boployment in small-socale industry of less than 20 per cent of the total is
found in Ghana, Hungary, Northern Ireland, Romania and Yugoslavia, all of
which are also developing countries, three of them with centrally planned
eoonomies. In highly industrialized countries, such as Sweden, the United
Kingdom and the United States, employment in small-soale industry is, res-
pectively, 38, 16 and 27 per cent of the tota). Thus, it appears that the
relative role of small-scale industry does not depend on the level of o 00N0~
mio development.

23. The share of value added in small-scale industry is, in all countries
l4sted in the table, with the exosption of Japan and Pakistan, lower than
that of employmert in small industry, which indicates a lower labour pro-
dueitvity in smll industries as compared with large entexprises, a ﬂnﬂiuc
which oconfirme earlier ones. ; /."
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IT. Selected Country Data

24. More detailed data on & number of characteristics of small-scale

industry in selected countries are given in the fcllowing paragiephs.
Theso counlries are India, Japan, Paxistan, the United Kingdomand the

United States.

India

————— -

25, fThe analyais ¢? Irndlan data shows thet the larger the number of
ertablishments 3n a given industry sector, the amallar the avarege fimm
cize and the lcower tho averags labour productivity. In 57 oud o FA2
industreies, the largest number of establishments is in the mmall-saule

size cleas (less than 100 workees),

26. The distribuiion nf industry among the lignt and heavy oeclors is

chown in the following table.

Light Heavy
Industry  Indusiny
- Percent of tctal -

4 | 1948 9.7 20,3
: 1953 7405 2505
1958 68,3 31.7
1961 64.3 35.7
s
I Source: Derived from The Growth of World anduatry,
1938-1961, Table 13.
27+ A special aspect of the subject has been studied for India —~ the
5 requirements cf professicnal workers. The nnalysis shows & 7nositive

correlation batwsen the above-mentioned ratios and number of profeseional
and technical workers as & percentege of total employment. Smaller

firn sire and lower labour productivity are positively correlated with
lower profewseional end techniocal labour requirements. In the light or

i L | | Joes
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non-durable consumer goods i.adustries, the highest percentage of pro-
fessional ard techniocal workors is in the small industry size class;
in the metal products end heavy industry groups, the highest percen-
" tage of these workers is in the large industry size class. As with

all generalizations, there wsre some exceptions.

28. Data on the contribution of small-scale industry to manufacturing
industry in Indic for a more xecent date (1962) show ihat small in-
dustry plays a substé.ntial role in Indian manufacturing. Small indus-
tries, defined as establishments with fiied capilal assets not axcecding
Rs. 500,000 and employing up to 100 workers, account for 91 per cent of
the lotal number of establishients, 36 por cent of the total smployment

and 30 per cent of the total manufucturing groass output in manufacturing.

J apan

29. Data on industry in Jupun have bteen analysed by a rarnking procgdure.
A bread sample of 19 industry sectors was grouped in nine size classes
in terms of number ’of employees per enterprise, the smallest size clase
including 1-9 employees, the largest 1,000-1,999 emplo&ees. Lacause of
incompleteness of data in larger size classes, establishmenis wiih an
employment above 2,000 persons were disregarda‘d. The results of the
statistical anelysis are summarized bslow.

30. The rcorrelation between number of establishments and size class is
almost perfect; in almost all of the 19 sectors, the smzller the number
of employess, the larger the number of firms. The correlation between

labour productivity and size of industry is elso very closes the smalle

firms bave 2 moot inveriahly r lower labour productivity in terms of
output per employce. The capital-labour ratio /fixed capitﬁl assets
per employee) is viry strongly oorreleted with firm size, the smaller
the firm, the smaller the aversye investmant per worker.
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31. The correlation between size class and eapital-output ratic is not
sirong, thc coefficient of concordance being relatively low. It still
appears thut the larger the average firm size, the higher the capital-
output ratio. This relationship is weaker at both ends of the size
breakdown: in the large enterprises economies of scale reduce tha
ratio, while in the amallest size group, owing to under-utilizatior

of equipment, the capital-ouiput ratio is higher than in the next two
larger sizes.

32, There is an almoat perfect correlation belween wuge rate level and
size class — the larger the firm the higher the average wagej; the
smaller the firm the lower the wage rate. The ratio of vapitel income
over labour income yields u lower coefficient of concordanoce than the

capital-labour ratio.
Pakistan

33. Pakistan data based on the 1958 census on manufacturing industry
show that small-scale industry provides employment to 22.2 per cent of
the work-force in manufacturing industry ané contribﬁtee 24.8 per cent
to the value added.

34. In several industrial groups, lebour productivity ie higher in
small-gcale industry than in manufacturing as a whole. This is the case
in the printing, chemicals, machinery and miscellaneous industries. In
the caze of non-wetallic mineral products, basic metal industiry and
metel products industry, labour productivity ie only slightly below that
of the average for all industries in these sectors. The impression is
geined tha* the average lsbour productivity is higher for smell-soale
industry than for the manufacturing industry a3 a whole, which would be
& rather striking fact. In Pakistan, because of scarcity of mineral
and other raw materials, industrialization may have advanced more

E
;
;
'
ﬁ
:
é
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repidly in light industries than in heavy indusiry. In more recent
years, advances took place in heavy industiry, as muy be seen in the
following table.
‘ Light Heavy
‘ Industry  Induatiry

__{Percentuge)

PAKISTAN
1948 _T9.2 20.8
1953 1942 20.8
1958 ‘ 14,4 25,6
1961 70.2 29,8

Sources Derived from United Nations, Tha Growth of Vorld

Indugtry. 1938-1951, tabtle 13.

United Xingdom

35, Small-ccale industry is rather imperteani in the United Kingdom whers,
in 1958, it accourted for 15.8 per cent of all employment in manufacturing
and 13.6 per cent of the net putput. There is & strong positive falation»
bhip between average firm size, average labour productivity, aversge
capital-labour ratio and wage per employee (coefficient of concordance
0.762). ‘

36, In sectors in which the averasge firm aize is emall (in terms of net
output per establishment), labour productivity (net putput per employee)
is in general lower than in sectors with a higher average firm sizo.
4180 the capitai-labour ratio (fixed capital per swployee) and Wages pei
employee are lower in sectors with a small average firm sige.

37, Poroéntage data relating to tho number of establishments, empldymant
and total ssles in small firma (employing up to 100 persons) and for '




|
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larger firms (smploying over 100 persons) show that the secturs in which
more than 80 per cent of the numbax o1 ss: ‘ahlieghmenis are small irme
arer food, beverugses and tobeccu, engineering and 2lactirical goois,
metal goods, leather goods and furs, olotking and footwear, bricks,
pottery and glass, timbLar, furniture, papar end publiching and other

manufacturing industiries,

38, The highest figures for all thres oriveria arc ir the leather goods
industry (numher cf estuvlichiments 93,4 pev cant, employment 37.7 pen
cent and sales 55.2 per vend) followed by timber, fuxni,ure, blotxing and
footwear. Tho lowest percentage in the vehicles industxy (numter of
establishments 69.5 pexr cent, emplcyment 4.7 pexr oent ard total salus
4.0 per oout).

United Statoese

49, In 1958, employment in smil-scnle 1nduntry~in the United Stataes
(ectablishments with employment of frow 1O to 100 persons) represented
23.4 peor oent of totgl employwsnt in industry and contribdbuted 19.7 per
cent to value added. '

40, In that country the ompital-labour ratio is lower in the light amd
metal products industries than in manufectwing as a whole, while it is
higher - and in momo cases oconsidersbly higher - in the heavy industry
group. This cprroboratel an earlier statement thet heuvy irdustry is
largely capital-intensive. Small-scale enterprises contribute less to
hoavy industry than to the two other groups.

41. &» vegards productivity ol capital, heavy irdumtry hae the lowent
.output—capital ratio (72), the metel preducts industry having e fairly
high ratio (between 3.2 amd 4.6). The retio for light industry varies
from 2 %0 9.3, five out of ten light industriee having an eutput~esy1iti
ratio higher than 4. labour predactivity does not show olear trends in

[oee
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the 1light industry, twe out of ten industries having a ratic close to

the average for manufacturing as a wholej
industyy,

in the metal products
t#o out of four of these ratios are above the average. In
the heavy industry except the non

~-m2tallic mineral products industry,
labour productivity

ic above the averare figure of total menufacturing,
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ANNEX IXe TYPES OF PRODUCTION SUITABLE FOR SMALI~SCALE INDUSTRIES

1. A broad variety of products may be economically manufactursd by
small-scale industries. In a recent surve 1 y five principal typee of
opportunities are identified:

(a8) Dispersed processing of weisght-losing or perisheble raw
materials. Opportunities depend on the rescurces, geography,
transport network and land ownership patterns of the country
or arca. Examples of such industries are rice milling, rieo
bran oil, sav mills, wood drying kilns, vegetable oil extrac—
¥ion, cheese, butter, leather tanning, fiuit and vez:.able
canning, hardboard and strawboard.

(e) Bulky, weight-gaining and hence market-oriented croducts,
principally in the field of construction, a2gricultural and
household goods. Lxamples are agricul tursl implem=2nts, sheet

: metal products, containers, mixed fertilizers, bricks, concrete
products, structural metal products, plastic pipe and conduiv,
bread, soft drinks, ice cream, furniture and truck snd bus
bodies, :

(o) Simple assombly, mixing or finishing opsrations. Productions
require low investment, have moderate economies of ccale, are
labour~-intensive and have low iransfer costis. Examples aros
food products, clothing, footwear, leather goods, pnarmaceuticals,
paints and varnishes, sports goode, plastic products and toye.
These are partiocularly suitable for establisliment ir urban
oontres enjoying oxternal econcries.

(4) Service industries lending themeelves to quality job work ard
specialized tasks. Examples ares tool ard die making,
electroplating, printing, electrical servicing, suto servicing,
foundries and machine shops. ~ '

Chapter VI, MoOraw Hill

3/ B. Staley and R, Morse, WMW
R 1965).

[ovs
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(e) Separable manufacturing operations in the netal-working
inductries. These offer potentially the greatest scope for
small enterpyrises. The versatility of machine tool cperations,
+he endless number of products and conponents to be made, and
the interchangenbility of standard parts offer great oppor-
tunicies cor craltenen and engincsrs te 2dap* and inncvate
constently in respense to changing cost ard production possibi-
lities.

2. The authors state that the dynamic element in the metal-working
industries is well suited for the technically oriented entrepreneur and
accounts for tue significant role of the smzll propriety and partnership
firma in toc! and die making, designing, and precision job work, even

in developed countries. Specializetion in certain operations makes
poasitle scale economiesj vercatility and precision working yield high
value added in tue products manufacturad. The possibilities of sub-
contrecting between srmall and large industiries are particularly great in

ithe metal-working sectcr.

¥ . . : . R ey
Pl
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ANNEX III. BIBLIOGRAPHY OF UNITED NATIOWS ARTICLES,
PUBLICATIONS AND REPORTS ON SWMALL-SCALE INDUSTRY

l. The United Nations studies and reports listed below relate noi only
to policies, programmes and measures directly concerned with the develop~
ment of small-scale industiry, but slsu to certain broaier insues such as
capital intensity, technological rasearch and choice of technolegy, size
of plai..t and industrial managewent, which have a bearing on the develop-
ment of this sector. Studies on +the brosder aspects are incluged when
directly relevant to the main subject matter of this bibliograpky.

In a few cases, reference is made to studies of more general scope.

2. The following list is arranged by main subjects and, under each
headir.g, by date of publication or proponed publication.

A, DEVELOPKENT OF SMALL-SCALE INDUSTRY

le "Industrial Developmerit in the United Nations Development Pecade" in
Industrialization and Productiviiy, Sulletin No. 6 (Sales HNo.s
63.II.EB.1). ‘

. This article, which outlines in some detail certain proposals of
the Secretary-General of the United Nations in the field of indus-
trial development during the Developmont Decade (The United Notiong
kylom ent_Decede - Proposals for Action, Sales MNo.: 32.11.5.25,
refers, among other things, to the role of emall-scale industries
and industrial estates and tc the role of the United Nations in this
oconnexion,

A deaci.ption of the crgenization of technicel vo-opssatiion and the
procedures for obtaining assistance from the United Nations. An
outiine of the types of projects and the types of assistance which
may be made available for the development of smallescale industry,
Anmnexes contein a number of typical job descriptions for expert
missions and outlines of requests for assistance from the UNDP
(8peoial Fund).

I ——
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1.

Industrializetion and Productivity Bulletin, No. 2 (UN publications,
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Promotion of Srall-scele Industry in the Developing Countries.
To be published ir 1967.

A collacticn of studies on %he definition of smell-scale industry,
the role of small-scale indusiries, pre-investuent surveys and
measures for the stimulation of ontrepreneurship, industrial
exitcension services, industrial esiates, otc.

The Place of Small-scale Indusiry in tke Industrial Framework.
by G. K. Boon. To be publicued in 196E,

A stalistical analysic of small-scale industries { nuuber of esta-
blishmente, valuc added per establishment, number of persons per
establishuent, value added per employee, wages per cmployee) and
comparisons with larger manufacturing establishments in a number
of developed and developing countricc. :

Gmall-scale Industry in iztin America. To be published in 1968,

The publicatiun will ccntair the report of the Seminar on Sralle-
scale industry in Latin America held in tuito, Bcuador, in
November-Decesber 1966 and some of the papers prepared for the
Seminar.

“Pne Future of the Traditional Industrial Secter in a Modernizing
Economy", by K. Alexander. In preparation for eventual publication.

Guidelines for government policies and measures in respect of

artisan, handicroft and coltage industry undertekings, and study of
the possibilities for tronsformation of artisans into small-gscale
industrizlists, the types of traditionsl activities suitable for
modernizatior, the methods of conversion and programmes of re~-iraining,
extension, incentives, etc.

B. TECHNICAL SERVICZS AND FACILITIES
FOR SMALI~SCALE INDUSTRY

“Organization and Operation of Cotiage atu Suwali Industrien",

Sales No.t 59.Ji.Bel). -

Recommendations of a Study Group of Swall-scale Industry dxperts on
their vieit to Japan. '
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4.
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"Training for lndustrial Production of Prototype Machinery", by

A. D. Bohra, Irdustrialization and ?rdductivitxf@ulletin, No.6
(UN publicetinns, Sales fioe: 63.II.B.1).

A description and analysis of the functions of the Indian Prototype
Production and Training Centres. The major function of these insti-~
tutions is to facilitate the transfer and adaptation c¢f machine-
building technologies developed in the advanced ccuniries for manu-
fackture and use of the machines by small-gccale induvstries.

"Promotion of Exports of Small Industry Products Irom Developing
Countries", in Procesdings of the lnited Nations Conference on
Trade and Development, vol. IV (UN publications, Sales Noes
64.11.B.14).

A discussion of national measures to promote exports of small
industry products which may be taken by governments, producers and
exporters of the exporting ccuntiries, and of interrational action
in this field, especielly by GATTl/and the United Nations. A
discussion of industrislizetion policies in respect of impurt sub-
stitution and export promotion, with special refercnce to the role
of small-scale industries, iz presented in an annex.

Technicel Services and Facilities for Small-scale Industries. To
be published in 1969,

The publication will contain the report of the serun:r on Technical
Services and Facilities for Small-scale ludustries, Vedvaek, Donmerk,
June-July 1967 and some of the papers prepared for the seminar.

"Qovernment Purchase Sckemes for the Promotion of Swall-scals In-
dustries", by K. Weddel. To be published in 1968.

A comparative study of policies and practices in the United States
and India. ‘ '

1/ The Contracting Parties o the General Agreement on Teriffs and

Trade.
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C. INDUSTRIAL ESTATES
1. [Establishment of Industrial Estates in Under-developed Countries

2.

3.

4

Se

6.

TUN pubiications, Sales No.s 60.11.v.4).

An analysis of the rcle of industrial estates in policies and
programmes of industriulization and industrial location, with
special reference to promotion of small-scale industries in the
developing countries. :

"Seminar on Industrial Estates in the ECAFE Region", in Indus.-

drialization and Productivity, Dulletin No. 5 (Sales No.:62.I1.B.1).

A brief account of the proceedings of the first regional United
Nations seminer on the subject, held in Madras, India, in November

1961,

The Phyoical Planning of Industrial Estates (UN publications,
8ales No.: 62.11.B.4).

A study of location, planning, layout and building requirements
for industrial estates in the developing countries.

Industrial Estates in Asia and the Far EFast (UN publications,
Sales No.t 62.1I.B.5).

The publication contains the report of the scminar on Industrial
Estates in the Region of the Economic Commission for 8esia and the
Far East, held in Madras, India, in November 1961, and large

excerpts from the discussion and information papers submitted to
the sominar.

"Seminar on Industriel Estates in Africa", in Industrielizetior and
Productivity, Bulletin No. 9 (UN publications, Salos No.:65.II.B.6)

A Swiof scoount of the proceedings of the second regional United
Nations seminar on the subject, held in Addis Ababa, Ethiopia, in
Deceumber 1564.

Ipdustriel Eotates in Africs (UN publications, Sales No.: 66.1I.B.2)

The pubdbliceation contains the report of the sominar on Industrial
Bstates in the Region of the Economic Commission for Africa, held
in Addis Abada in Degember 1964, and some of the papers prepared
for the seminar. : ,
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Indusirial Estatess Policies, Plans and Progrees - A Comparative

Nty

Analysis of International Experience (UN publications, Sales No.s
JI1.8.16). '

A survey of objectives and policies, Planning and crgahization,
management and financing oi' industrial estates in a large number
of ocountries of all regions, based on replies to & questionnaire on
industrial estates and other relevant information.

Jndusirial isiates_in Xurops and the Middle Fast. To be publiched
in 19 . ,

The publicatior vill include the reports of two Consultative Groups
on Industrial Bstates and Industrial Areas held, respeciively, at
Geneva in October 1966 and in Beirut in November 1966, and eome of
the papers submitted to the Groups.

Common Service Fecilities on Industris) Estates. In Freparation for
eventual publication.

A study of the tool room and the testing and quality control
laboratory as common service facilities on indusirial estates for
small-scale indusiries. Description of the functions, poiicies,

procedures, methods, equipment and staff of thesg facilitioe, in-
cluding economic and engineering data. : .

The Functional Industgia} Estate. In preparation for eventual

publication.

A study of a specinlized type of indusiriel estate for emall ine
dustrios producing parts and components of certain products as pert
of a planned production programme. Analysis of the suitable

types of production, sponsorship, organization, layout, servioces,
finanoing eto. : ,

FIRANCING

. ¥Hire-Purchase Loaus for the Necaanisation of Suall Industries”, By
(U8 publications, & oot BE : | g

A study of methode linking technical assistance o fimsncial . -
assistance applied in Buran to facilitate the Procurement of mee '

chinery by amall industrialists.
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2.

3.

1.

2.

3.

"Financing of Small-scale Industries in Under-developed Countries",

| Industrializatior end Productivity Bulletin No. 3 (un publications,

saleﬂ No.: 600110)501)

A survey of weasures to increase the esupply of funds, reduce the
cost of oredit ond reduce the risks of iending. )

\

5Hire~purchasa Schemes for the Promotion of Small-scale Industries",
by K. L. Nanjappa., Prepared for snbmission to a seminar of
Financing of Small-scale Industry, and eventual publication,

A description, analysis cnd agsessment of hire-purchase systems,
espeociully of those in India. '

" Bs INTERRELATIONS BETWEDN I1ARGE AND SMATL INIUSITRIES

"Interrelaiions between Large and Small Industrial Enterprisca in
Japun", by T. Ando, in Industrialization and IProductivity Bulletin,
No. 2 (UF publications, Sales No.s 59+1I,B.1).

A study of sub-contracting arvangements in Japan.

"The Dual Nature of Industrial Development in Japan", in Indus-

. Irialigation and Productivity Bulletin No. 8 (UN Publications,

Sales No.: 640110306)0

Problems of co-existence of highly capital-intensive largo-soala'
industries and of labour-intensive, low~wage small-scale industries
in Japan.

Interrelations between Small and Larze Industries - 4 Study of Sub

Sontrecting. In preparetion for publication in 1968,

A comparative analysis of sub-contracting in the United States and
Fusyto Rico, France and other western Buropeun countries, Jupen and °
India, including s discussion of the major factore influencing the
developnent of subeconirscting, a study of alternative methods of
organising eud-contrsoting and recommend.tions for tho organisation
of sub-~gontreoting as & means of promoting small-sosle industries in
the dsveloping countries. B

e
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P, MANAGEMENT

"Use of hccounting as an Aid to Management in Industrial Enter-
prises in Under-developed Countries", Ly G.Ronson, Industriali-
sation and Productiv!ty Bulletin, .'o.1 (UN publications, Sales
No.,: 58.1I.B.2).

A study of the application of accounting techniques to prbblema of
industrial managecient al the policy level and in day-to~duy
operation.

"Round-tatle Discussior on Industrial Ménagement in Under~developed
Areasg", ibid. ‘

A brief account of the proceedings of a punel of experts held
in 1957. )

Management of Industrial Enterprises in Underwdeveloged Countries,

(UN pudblications, Sales No.: 58,II,B,5).

A review of problems of manugement structure and cadres, labour
management, management of production facilitier, marketing, etec.
8ome considerations on managsment service institutes are con-

tained in an annex.

"Labour Aspects of Management", by C. R. Viyne-Roberts, in
ustrialivation and Productivity Bulletin, No.2(UN publications,
S8ales Nos.t 59-110301)0

A study of some faotors affecting the contridution of the worker
to the efficienay of industrial operation in vnder-developed
vountries. '

“"Basiness Leadership in Unéqguegvyloptd Countries", by C. N, Ve

& review of certain envirommental factors which mﬂmﬂw

forwstion and structurs of managesment.
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6.

1.

2,

"Some Protlems of Induatrial Management Reported by Technical

Assistance Experts', ibid.

A review of problems relating to menagsment organjzation,
managerial policies and practices, mainienance and repair of
equipment and marketing. (A more genecal study of problems

of maintenance, repairs, replacsment and obeolescence is
contained in "Use of Induvatrial Fquipment in Under-developed
Countries", in Industrializatior. anq_Productivitx Bulletin, No.4
(UN publications, Sales No.t 6(.Ll,Db.2 '

G, CAPITAL INTENSITY AND CHOICE OF TECHNOLOGY

"Capital Intensity in Indusiry in Under-developed Countries”, in
Industrialization and Productivity Bulistin, No. 1 (UN publicationu
Sales No.t 58,II,B.2). ~

4 review and assessment of recommerdations mede to Governments by
technical assistance experts on general industrialization policies,
selection of industries and degree of mechanization in individual
industries. (Studiee on capital intensity in a specific industry
offering aywide range of technologicel alternatives - engineering
construction - include: "Capital Intensity in Heavy Engineering

Construction", ibid., and "Capital Intenaity end Custs in Easrth-
moving Operations", Bulletin No. 3 (Sales No.i 60.11,3,1)

"Choice of Industrial Technologys The Case of Wood-working",

by G. K. Boon, in Indusirialization and Productivity Bulletin,

No. 3 (UN publication, Sales No.: 60.II.B.1),

Method of appraisal of @lternative produstion processes at
different levele of wechaniszation, including the use of multi-

purpose yversus opecialired machines in the manufacture of
wooden window frames and furniture.

/:cv
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“Choice of Techniques", by 8. Okita, in Lidustrialization cand

Productivity Bulletin, No. 4 (UN publications, Seiss No.t
60,I%eB.2)s

A estudy of the a.propristie combination of factors of production
in relation to their endowment, in the light of the experience
of Japan. (Studies of btroader scope erc¢ publishad in Bulletin
No, 1t "Choice of Technology ir Tunduslriel Plamning™, by

J. Tinbergen, and in Bulletin No, 6 \thlea No.: (46 L.B.J):
"Choice of Capital Intensity in Industiriz) Planning".)

"Adaptation o Processes, Equipment and Fioduots", in Industria-
lization end Productivity Bulletin, NMo. & (UN publications,
Sales No.: 63.1I.B.1)

A general review of the problems of transfer and adaptation of
industrial technology tc the conditions prevailing in the
develcping countries, som3 of which are particmmly rel.evant,

to the reguirempents of emall--scele industries, (Scme instituticnal
aspeots of the prohlem are discussed in "Hstablishmant cf Tech-
nological Research Institutes in Uader~developed Counivries", in
Industrielizatior and Proauctivloj Bullctin No. 2 {(Salee r.o.:
G.11.B.1), which Teviews general probiems including those of
providing services to smell undexrtakings).

Heo BI1ZE OF PLANT

"Plant Size and Economies of Scale", in Industrialization and

Proauctivity Bulletin, lNo. 8 (UN publications, Sales No.t
64!1]. 306\

A study of the relative importence cof technical and organisational
eoonomies of scale in the cost structure, including 3 discussion
of the benefits whioch may be derived frcm these economies by
soell-psocale industries with the assistance of promotion institue
tionoc. (Btudies of broader scope are published in Bulletin No.2
(Sales No.: 59.II.B.1): "Problems of Size of Plant in Indultz'; in
Mcr-dlv*eloptd Countries”, and in Cemen.~-Nitrogeneous

lise ped on Natural Gos, Studies in Foonomice Iﬁm Hbol

W publioation, n No.t 83.11.1H.3
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I. PROGRESS REPORTS AND WORK PROGRAMMES ' | \\\

ls The following documents were submitted ty ibe Cenire for Indust:ial
Development to the Committee for Industrial Development at its
successive sessionss '

E/C.5/17 and Corr. 1 Problems of Small-scele Industries: KNcte
by the Secrstariat.

E/G.5/46 and Corr. 1 Developmeni lrogrammes for Small-ecale
\ Industriecs Ncte by the Secretariat.

B/C.5/89 Development of Buall-scale Indusiries: Note by the
Sccretariat.

E/C.§/108 Activities of the Centre in the Prcmotion of
Smali-scale Industries: Note by the Secretarict
2. Information on the activities of UNIDO in the Tield of small-azcale
industries is contained in chapter IV document ID/B/3. Data cn the
work programme ir this field are contained in document ID/B/4. Theso
documents were presented by the Lxecutive Director of UNIDO tc the
First Seasion of the Industrial Develcpment PBoard in April 1967,









