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Though small-scalc units have shown improessive growth in
the past, they are also facing a numoer »f shortcomings, such as
(a) abscnce of cifective linkage am:ong agencies concerncd with
small industry devclopment; (b) thc comparatively 1ow priority
accorded by National and Provincial goevernments; (c) lack of
credit facilitics; (d) insufficicnt 2ttention to the dovelopment of
a oadre >f competent technical officers at the center and at the

provinces and municipaiitics, cte.

The small-scale industrics in the Philippines which cling
to obsolete equipmont are condemned t ) medicerity and ceventual
climination. This state of affairs can .nly be changed by adopting
cfficicnt methods of production through modernization at the
carlicst. Only then can the small-scale industrics in the Philip-
pincs takce advantage of the guo.d opportunity it n.oow has to scrve
the peuple and the natdon at large and thereby lay the foundation

of a strong small-scale industry scctor.

At present the credit facilities for the small industrics are
not availasle in the ccuntry at the tdac when it is necded and
thercfcre they cannot ostablish an industry on its proper footing
nor can they be capable of providing raore job opportunitics to
people in uroan and rural arcas. It iocks as if the banking system

in this country nccds a thorough change particularly towards the




develcopment of small-scale industrics as it is being done in the

devclopoed anz other develeoping countrics.

Regional development coula e achleved more quickly through
small-scale units, as they necd only 2 small amount of capital,
and are labour intensive when compared t» large~scale <nes

which are t- 2 large extent capital cxtenstive.,

At present there 1s nu systematic national plan for the im-
provement f the small-scale scctor. It is therefore suggested
that the Natlonal Government through the National Economic
Council draw up a detatled programme and to take steps to imple-

maent it.

In view _f sclving uncemployment and underempl. yment and
promoting proper utilization -f the available raw materials in the
different reglons ana to supply parts and components at 2 cheaper
rate to the large-scale ones, there s a necessity t. tmplemaent
a cocmprehensive and well-integrated small industry developinent
programme in the Phillppines. Koeeping the above sbjectives in
view, a wmiaster Scheme for the Smali-Scale Industry Development
has been furmulated. Part I of the report deals with the various
asgpects of the scneme discussed in detall under the following

headings:




Intugratcd Developinent Programme for Small and
wigdfum Industries in the Philippines
iultd-Purpose Institute I Tochnology for Small
Indusirics

Crcadt and Finonce

Econumic Investigation and Economic Information
Sarvice

Goveriunent Purchase Programnme

Modernization of the Smail Industry Scctor
Ancillary Development

Small Industrics Assouciations

Mcoile Vans for Demonstration in Rural Arcas
Reglonal Development Through lviodern Small-8cale

Incustrics

It is I ped that the recommendations made in the aduve

chaptars will receive duc consfucration {n the hands of the autho-
ritles concerncs: 0 that the Philippincs will s_on take its place

among the nati.ns which have made their names in the fleld of

small-scalc industry.

It may oc mentioned that the moncy spent and efforts made

will make all around cffect in the country in building up an indus-

trial economy, providing more joos to unemployed and under-




Giployed and utilization f natural rescurces proparly in tho

regions. Oncec again, I would ke t CXprass my sincorc thanks

to the Pllipin- pooplc in halping mc propare this report,

K. & Nejpte
(K. L. NANJAPPX)
UNIDO 8mall Industry Daovalopment Expart

11-2-1972



3. SUisaiY OF RECO: 1 Els DATIQINS

1. INTEGRATED OEVELOP.EL T ZR30OGRALLCE MOR SIMALL AND

MEDIUI.i INDUSTRIES IN T:iIE PHILIPPINES

a.

T. create lmuncadate ans permanont employment >ppor-
tunitics, © meet 1 susstandal part L f the tncrecased
demans for consumer goods,t: mooilize res urces of
capital skill, etc. which may ctherwlse remain unuti--
zod, to develoup reglons and to increasc the middle
class gect.r of the acuonumy, the government Of thoe
Philinnines sh_ould nass arn'Industriai Policy Res: lution
ace in 172, which wiil serve 25 ¢ Magna Carta of
S_ocial Justice and Econcnic Freedom”, wharein the
orientatizn of governiment »olicy dn favour of sinall-

scalc dnuusirics should bo clearly descrioc..

To carry ~ut the directlons incorporated in the Industrial
Polizy Resolutdon, the G voernment Jf the Philippincs
shoull catrust the policy dectsion 2nd the task of pro-
saring ~ u~ti onn! plan or the dovelopmoent f einall

and medium=-scale industric s to the Wativnal Econumic
Council, which sh:uld booome the supreme body in the

ficld i small-scale sector development. All other



devoloping agencies should bhe made to 1ook up to this

council ior guidance.

The Natiunal Economic Council may constitute difforent
Standing Cummittecs t. consider the important aspoects

of small-scalc industrics such 1s:

1, Credit policy and liberal terms for gotting loans
oy the small-scale industrics;
Reservation of {tems to be manufacturcd oy small-
scale industrics;
Regicnal dovelopment through small- scalc ontor-
prisus; and

4. Export promoticn, otc.

The oxdstonce of the UP ISSI mainly 1s a training centor
will not be aole to produce the desired tmpact and lead
t> the acceleraticn of the process of development of

smill-scalc industrics in thc country. Itis, therefore,

absclutely necessary to accept the Integrated Programme

for the ordorly and cffective development f small-
scale industrics in the country. The oresent UP ISSI
should be converted inte 2 “Miultl-Purposc Institute

of Technclogy for Small Incustry .
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The present definition of small-scale industry has to

bc changed. A Bl million dnvestment should include
vnly the value of plant and machincry, thercby exclu-
ding the cost »f land and building. Such 2 modification
will cnable small-scale industrics located in the greator
Ianila arca to get benuilts, as the cost of 1and and
ouiliing lcnc constitutes 2 major portien of 2 BRI mil-
lon investment. A chaage of definition, thercfore, will
cnable the urban industrial units to cbtain loan particu-
larly for the purchasc i machinery, cte. It may be
noteu that 80 por cont £ exdsting small-scale industricz

arc located in Greater Manila arca.

f.  To help the Governiment £ the Philippines in formulating
an cffective “Integrated Programme” for small-scale
industrics and to help in converting the prosent UP ISST
intc 2 "Multl-Purposc Instituic of Technology for Small
Industry”, it is very ossentizl and absolutely necessary
for UNIDO t. scnd an adviser un small-scale industrics
to work with the UP ISSI for a poriod of two to threc
years. Tho Adviser should be the project manager on
behalf <f all the UNIDO and ILO cxperts. In order to
advisc the Exceutive Dircctor _f the UP ISSI, to give

suggcstions on matters portaining to small-scalce




incustrics to the National Eccnomic Council and to
discuss with other importont organizations in the
cwuntry, the aaviser ir..a1 UNIDG shoulld have profes-
sional qualifications in small industry promotion and
dovelopment with 15 to 20 years cxpericnce in various
exceoutive positions conncectea with small-scale indus-
trics. Since the UN pregramme on small-scale industrics
is guing to pe cffective in the Philippine from 1973, 1t
will be necessary for the UNIDO adviser to work out
the detalls of varicus programmesg for few months during
1972. Such an arrangemment will promote smooth imple-

mentation o f the UN programine in 1973.

In view of the introduction of an Integrated Programmo
for Small-Scalc Institute and converting the present

UP ISSI intc 2 "Multi=-Purposce Institute < f Technology
for Small Industry”, it will be necessary for the Dircctor
or the Deputy Dircctor of the UP ISSI to visit UL S. A,
Japan, and India t¢ study various programmes in tho
ficld <f small-scalc industrivs. The duration of the
study tour may be for three inonths. The UNIDO may

arrangc a fellowship for this purposc.
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2. MULTI-PUJRPOSE INSTITUTE OF TECENOLOGY FOR SiviALL

INDUSTRY

a.

The extension sarvice of the present UP ISSI needs
stren Jthoning both in terms of numober and in quality.
Thare is an urgent nec.d to convert the present Institute
intc a "Multi-Purposc Institute of Technology for

Small Industry”.

In vicew of changes in technology and sophistication,
thore is a need to appoint competent officers in tac
ficlds of:=-cloctronics, plastics, agr.-bascd industries,
manufacture of automoblilc parts, rubber-bascd indus-

trizs, cote.

The upward revision of scale will provide an incentive
to the officers to put in their best and this in turn will
inspirc confidence among the users of the extension

sorvice.

The system of charging feos for sarvices renderad can

pe intrcduced from 1975 onwara.

The nomenclature of the technical personncl, below the
sank of Assistant Dircctors, needs to be changed into

"Industrial Promotion Officers®.
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Out =f four Regional Institutes suggested to be started
in the country, 1t least two, 1.¢., >ne in tne North
and the other in the South -f the Philippines have to

bc ustablished immediately.

All that has becen describea apout the services of the
Regional Institutcs will, of course, take time to csta-
olish and put into full operation. However, itis not
nccessary to wait until all bulldings, cquipment and
pursonnel are ready before taking action.  wluch can
and should b done itmmoediately by the recruitment of

2 Dircetor and n nucleus to assist him.

In order to look after the cxpanded central office and
four Regionnl Institutes ana to keep cffectve liatson
with bankers, virious dcpartments and other national
and regional budics, the post of the Oirector (UP ISSI)
has to oc upgraded to that of Executive Director with

acdzquatc powers.

UNIDO's Assistance

Thc development of modern small-scale industrics
in the Phillppines denends mostly =n the proper set-up
ani functizning of central and regional institutes in

the country. If a proper organizational sct-up starts




We regret that some of the pages in the microfiche
capy of this report may not be up to the proper
legibility standards,even though the best possible

copy was used for preparing the master fiche
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funcioning then it will be casier to facilitate the

growth of small-scal. industrics in the country,

With a vicw of working out Iotalls of cach exten=
sion scrvice, cquipnent, roecruitmont of persons, the
natur: of uxtension service in the regizns, and other
types of assistance, it would be highly helpful if
UNIDO provides the services of 2 "Small-Scale Indus-
tricc Development Expert for a perlod Uf 2 years.

The expoert should have considerable experience in
sctting~-up and running central and regional small
Industrics scrvice institutes and oxtenst n centors.
Two fellowships iy be sanctioned by UNIDO fcr a
puriod 2f 3t 6 months to 2 sendor officurs of UP ISI
to study and gain cxpericnce on “srganized set-up
available in tho field of small-gcale industric s, at
U.8.A., J?pan, milndia. Cnc of the Jfficers thus
¢nt for such 2 training to fercign countrics should ou
appotnted s numior two ©op officer in the contral

organization (UP I8SI) upon his roturn.
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CREDIT Al'D FLiANCE

The present econumic difficultics >f the small=-scalce
sector in the Philippines are such that vury strong
cffort {5 neceded if bencidcial regults are to oo achieved.
Viitn the objective f cnlarging the supply of institu-
ticnal credit to small-scale units by cnsuring 3 degrec
of protoction to lending institutions agninst pussible
losses with respect to their advaaces, the Government
of the Philippines may introduce the “Credit Guarantee

Scheme * as instituted fn India.

Government and Cummoercdal Banks should delegate
morce 2uthority to branch :ifices to grant loans to small
busincsscs up to B25,000 in cach casc. Local advisory
boards in other countrics have proven tals to be vory
usciul in order to gain Hotter communication betwecen
oanks and loczl industry and trade. It is in the interest
f noth banks anud custoncrs that these cummunications
should become closer, and that the banks sh suld have
therough knowiedge of pursons and enturprises in thelr

sactor of small business.

In Japan, thc bank rate for small busincss is 8%. In

India, it varics from 7 t0 8 3/4 per cent Jdeponding on
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the type of loan given. The present oractice in the
Phili;>oincs of 12 por cent togather with another extra

2 por cunt for the Insurance, otc. is to. much. Itis

suggosted thnt the “resent bDank rate dircctel t. small-

scalc units oc reduccd to 3 por cent.

d. For giving t.chnical aporaisal i 122n applications to
banks, the UP ISSI shoull render frec scrvice, and it
should nct get 2 ver cent commissi.n from the banks
or from the respective parties for at least the next 5
years. The scceurity =i cach application should be

lmited to a periocd of one month.

2. Witn the prescnt rules enc rogulations, the 8cctal Secu-
rity Systcm (SSS) is notin a pousition t- render any usc=
ful ncip t small-scale units. It is suggested that in
the future it should stop sarictioning loans t. small-
scalc units. On the othcr hand, with the' funds avall-
anle, the 88S may start constructing small-sizoed
Industriai Estatcs for provincial ncods of small indus-

trics.

f. If ¢he baniis 1o not have thelr own technical pursons,

then they should accept the advice given by the UP ISSI

on tcchnical mattors.
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For the mudernization o existing small-scale industrics
ancd for supplying imp._rted 2nd indigenous machines to
now cntrooreneurs, a scparate small-gcezle industrice
corporation bascu on the Inddan Model may bo osta=-
blished by the Government of the Philippines with the
governiment guarantes tnot the corporation .nay negotiate
viAth {reign banks for gotting long=term credit, thercdy
supplying linported machinery -ut »f such lcans sccurcd.

This system is practice . in India.

Government banks and commercial banks inay make it
3 point t> inwest atlecast 20 to 20% of their funds in
providing long and short-term credit to small-scalc
industrics. For this surpzsc, they should prepare a

programme and the achicvemcnt should be watched.

The National Economic Council may constitute 1 Stand-
ing Conmmittce on croedit to, tiwe small-scale soector.
The membership should inciude represcntatives from
government ynd leading commercial banks, the Chamber
of Commeree plus the additl on of a few private small-
scale industrics to revicw the work done by the banks

as well as to suggust varicus improvements for the

creait system.




j.  Pariidical seminars m2y be arranged by the UP ISSI to
bricf the branch managers on varfous aspects »f small-

scale inlustrics.

4. ECONOIVIC INVESTIGATION AND ECONOMIC INFORMATION

SERVICE

2. In Ccrdor t¢ conduct various types of surveys and to
gul.e the entreprencurs in choosing suaivable industrics
anz thefr location, the UP IS8l should have 1 scoarate
“Econcmidce Investigation Division ' with a team of

aeoncaaists.

b. The Econumic Investigation Division should conduct

surveys in all the 10 regions <f the Philippincs.

¢. In conducting surveys, the exdsting Economic Investi-
gaticn Division of the Doepartment f Commerce and
Industry must merged with the UP ISSI to avoid dupli-
cativn of work. The DCI should take up the policy

dceisions about the arca to be surveyed.

d. Efforts must bc made to improve the contents and qua- y
Ity of surveys to be conducted by the RIDE partici-

pants. Tho staff of the UP ISSI must guide them

properiy.
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Important survey reports should be printed and circu-
lated ameng all the pesple concerncd, as this will pro-
vide an opoortunity for the pecple te know the sources
of raw matcrials and other relevant information to start

industrics.

Onc scparate officer in tihc UP ISSI should be ontruste:l
to answer cconomic inforination regarding small-scalc

industrics.

An cifcetlve and aggressive publicity campaign is neces-
sary t: ilsscminate varicus informaticn among the
public. On duovelcoping countrics disscmination of in-

formation will be purposciul and mcaningful.

To inform a large numbor of small-scalce units about
governmental office actions and othor important news,
thc Small Industry Journal should be issucd as a

monthly rathoer than as 2 quarterly publication.

To guidc and train local officers of the Economic Inves-
tigation Divisicn, itis suggested that UNIDO may
sclect one eecnomist who has considerable ficld oxpe-

ficnce in the line to work with the UP ISST for 2 years.
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It wiil bo desirable to sond 2 young officers from the
UP ISSI to “bscrve 8nd t. recelve training in counfrics
wiere survey work in small-gcale industry have been
carrie.. ~ut considerably . 1I the loeal office personnel
scc what has been achieved clscwbere, then not only
will they acquire the requircd knowledge, but also upon
their roturn from training, they will work with zeal and
cevotion. It is suggustel that UNIDO provide 2 fellove-
ships t. the UPISSI for 2 nericd Uf six months cach.

Places of training should oo decided later on.

In the ansence of a Statistizal Act on small-scale indus-
trics, it will be lfficult t> obtain reliable infor.aation
about the industry and thercfore, it 48 suggested that

a "System of Voluntary Rugistration” of small-scale
unitc with the UP ISSI =n. its regicnal institutes be

orought into effect immediatoiy.

3y an Exccutive Ordor, it inust be made clear that any
small-scalc unit which 15 in noed of lcans from banks,
imported raw materials, sup;ly of clectric power,
acccmmodation in industrial ¢states, training facilitics
or their workers, or any wthor help from any provincial

or naticnal Government that promote the industry, must
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registor with the UP IS3l or its Regional Institutcs. 3y
chanco, if a2 unit fails to register and fulfill those
roquircments, then its applicatdon for any sort of help

must Ho treated as invalil,

The proscnt registration form of 6 pagas should be
reduced to 2 simple forim to furnish information on the

following:

1. namec Of the unit;

2. typos of products produced;
3. number of workers cngaged;
4. annual production;

5. location; and

6. types of machincry usod and its valuc.

In no case should the UP ISSL ask the unit to pro-

ducc a 3-year palance shoct.

The prusont system of colleceting #50.00 from cach
unit at the time of registration should be givan up.
Rcgistrotion shculd be free of cost. For nromotional

work, fco should not be collectad.

In addition to the registration forms, a card index

systum should b introduccd to sccure various inform-
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aticn. At present, the UP ISSI has only 21 index cards

and thesce too do not contain any uscful information.

Rogistration 4f 2 unit must be automatic and a scrial
registration numoer should be issucd to cach small-
scale unit. All applications registered snculd find a
placu in the Mnaster Rugister. If the UP ISSI doubts
the information furnishoed by any party, then it could
boe verificd through its fiold staff. In any casc, vori-

ficaticn should not take more than 15 days.

Oncc those statistics ore collected, classificd inform-
ation on cach industry oy oo publishe ! for the bencefit

:f small-scale units, as wcll as for the gencral public.

The UP ISSI and its Ruegionai Institutes shiuld be recog-
nizcd as the agency authorizoed to collect statistics on

a voluntary basis.

Whenever the surveys on manufacturing units to be
conducted in the future, cortain tables which will be
of usc to small units ancd the necessary collected by

other national agencics should also be included.

To popularize the veluniary registration system, the

government of the Philippines should issuc adverti sc-
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ments in a1l the leadiag nevwrspapers, raaio and TV,
oointing cut the benciiis oo small units if thuy register
thlr units with the UP ISSI and its Regionnl Instituies.
The Amcunt spent .n this aspect will soon turn out to

be a worthwhile long-turm investment for the people.

The Government will alse bencfit from this regis-
trati-on as they would corac to know the state of dove-
lopnient of the small-scaie industrial units in the
country. Information, thus gathercd will enable the
g-vernment to plan the growth <f this scctor in 2

scicntific woy.

GOVERNMENT PURCHASE PROGRAM.!v:E

It has ouen Sbsarve.) that there is 2n Alarming risc °f
uncmiployment in the Phiiiprinss. Expansion of cxisting
emali an. medium-scale industrics, and the formation of

new oncs will create additional jobs for many in the country.

Govemment Stores Purchasce Programme is an cffective
instrument to sustain small-scale industry growth. As long
as the quality and prices Ji products from the smell-scalo
industrics are comparable witih the large scale units, pre=

ference may ve given in favour of tho weaker sector. It is
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thorefore suggested, as in the casc of surchase of cottage
industry r-.aucts, that the vorious dipartments of the
g-vernaent issue 2 Pelicy t-zmoranduim Circular regarding
the purchasc of cortain types of items from the small- scalc

industrics,

It waull be advisable for the UP ISST to spen a division
in it3 officc for dealing with twe or three industrics on an
experimental basis and working vith ~ fow small vlants in
cach irlusiry. As experience is gained from proven Lroce-~
dures, thc UP ISSI should be canable Uf rapid expansion to
the neeessary and desirable oxtent to properly serve small

industrics

In case the UPISSI cannot handle this type of work,
then it is suggoesteu that a Small Industry Corporation bascd

or. an Indian moidel be forimed with the f>llowing functicns -

1) 2 procurement division with the power tc procmpt at
lcast 25 per cent of government indcnts at prices suibs-
tantially equal t. thosc offered by the gencral business
community. Where the itens especially for the small
busincss i{ndustrics, and the small-scalc suCtors as
a wholc are technlcally backward, a highcr percentage

may »n¢ permitted. A feéw ficlus of government indents
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are, of oourse, not subjoct tc production by small

industrics ¢ven through means of sub-contracting;

2) A contracting division wh» woull in turn sub-contract

th. inJjents it has taken with small industrics;

3) An cngincoring division wiiose functicn would ve to
assist the smnll industry in the proper processing of
the indeats. They would help determine the proper
macainc touls for cfficient oroduction of gowds. The
UP ISSI will have to be strengthenad with more tech-

nical hands; and

4) An inspoction department to ensurc that the gecods arc
proaucce: in complete accordance with their specifica-

doens.

The corperation should sub-contract only to those
simiall industrics which show the nccessary managerial ability
to operate cificiently, to thosc who are willing to modarnize
their methos, and whe are willing 2nd cager to pay high

wages ceonsistent with cfficicent production methods.

e=-Preforence
Considering that the smaell units arc not yet in a posi-

tion to quote competitively along with large-scale units,
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a price preicronce un to 1006 vor the lowest acceptable
tendors roceive:d from the large~scenle units may be consi-
derc.. by the Director of Supplics on the meriis 1 individual
casvs. Thoe Government may 3.0 .04nt 2 committec consisting
of representatives from the 3urcaun £ Supply Co oordination,
the UP ISSI, the Chamber of Inlustrics, the Pilipine Chambor
of Small 3usinuss and Industry and othoer organizations to
go> through the various typaes ~f products produced by the
small-scalc units and prepare a list of products that could
be rescrved for guvernment purchasce. To start with, the
resapve list may not exceced 20 items. With the expeorience

gaincd, the list may be enlarged .

Small-scalc units obtaining government contracts are
sometimes facing scricus dffficultics in procuring raw mator-
fals of tho required specifications and the necessary quan-
tities. The Director of Suppi, shoull make special arrange-
mants to release quantitics >f raw materials as soon as

contracts nave been awarded.

Efforts must be made to scttle the payment to small

units within 2 ur 3 months.

Sincc the Govaernment Purchase Programme in developing
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countrics play an important role, itis rec.mmended that
tw> pers.nz from the UP ISSI and the 3urcau ot Supply
C-ordinatl i . sent for training for six months under the
UN Fcllowshin Programme to tiic United Stotes and India.
Carc must be taken t. ensurc that the pers ne to bo trained
in thesc (oreign countries are wade to serve the country

at least tw> years up.n their roturn.

IviODERNIZATION OF THE SMALL INDUSTRY SECTOR

a. With a view t. removing the oJs.olescence . f equipment
ir small-scalc scctor, it is suggested that the Govorn-
ment o the Philippines sh oull introduce 2 programme
that wiil wodornize the axdsidng small-scale units in
the country. Without modernizatin, it is fearcl that

thc oxisting small units mcet natural death in a couple

b. To start with, cvery year thc Governiment can set up
a programme of modernizaidin on selective basis in
four or five types of Industries. If this is Jone, 20
or 25 2fferent groups of smell-scale industrics can

b orought under this programme of modernization,
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In ciddon to the programme f cguipment mo>dernizaidon,
UP ISGI should unlertalss tho responsioflity o f providing
guidance an.i assictanc. in impr ving inonagerial oifi~
ciuncy through training programimes for LWnar=-managuors
ani workers. The techul.al officors of the UP ISSI
should visit tac units regularly to guide in production
methods ani in the propor use of machinas. The Tech-
nical Extensti.on Work .§ dic Institute must bo increascd

to mect thiz necd offectively.

Supply of nidern machincrics are very essential for the
curvival .f small-scale units in the country. In the
interest Cf existing and fumure chtreprencurs, itis
suggosted that ~ separaic corporati i patterned after
the Indian National Small Inlustr, Corporation be sect
u: i the Philippines to surply dmgrtel nnd indigen ous
equipment on iberal torms. It may b. noted that any
concussicn glven t. sinall units will be toward Jresont
and future cconomic development arnl the subscquent
sclution of the unempl _ymont problem in the country.
In _ricr to dntroduce the modernization of cquipment in
thc small-scale sector in the Philippines s 15 practiced

in Japan and Indfa, UNIDO may make availablc an

Expert Zor 2 period Sf onc ycar. The export must boe




27

an Engincer, with consficracle exporience in oxtonsi.n

work with small-scale units.

UNIDO0 alse may provile one fellowship to UP ISSI for
a periol 1f 3 months t. swudy the systenis ~rovalling

in Japan and in India,

For suspiylng dmporte  iachinery, tae Philipoines can

scuk Asian Devel.pment Bank's (AD3) -r sther agencies’

assistai.ce to get foreign ostchange as it will be helping
the causce of stimulating ceon.mic growth and increcasing
omployment spportunitics to many in the rural arcas on

a more permanent basis.

7. ANCILLARY DEVELOP.4ENT

VW2 have therefore established that it is possible for a
small-scalc unit, in the Phillppines to produce parts/
components cherper thon large-scale units for the

following reasons:

overhead costs of small~scale units are in most

cascs lower than thosc >f a large unit;

direct labour costs in small units arc somaetimes

I>war than in largc units;
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3. small units can oftcn specfalize in fow componcnts
anu can therefore concentrate on speodalized skill
an.! knowhow for production of those components;

and

4. a small-scalc unit may pool contracts from saveral
large scale for any Harticular compinent or group
of similar componcents and may thereby have a much
larger production volumc for that component than
any of the large units, and can thereby reduce the
procluction cost by using special tooling or special
mcthods of productisn suited for large volume.,

In view of the above, {tis suggested that the

goevernment introduces the ancillary develcpment

concept among small-scale units.

There are a large number of small units supplying parts/
compongnts to large-scale public anl private scctor
undertakings. Thesc units arc by naturc "jubbing shops”
and undertake production according t the contracts re-
cclved. Often they Jo not have a manufacturing pro-
grammc of their own cven for thesc coempenents becausae,
they dupend mainly on the orders they recedve. Com-
prehensive data on the cxtont of this activitics and the

problems faced by these units are not available. It is,
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thoerefore, suggested that special surveys be undor-
taken by UP ISSI to study the position regularly, cspe-
cially in Greater Iianila and Ccbu arca where ther. is

a concentration of such units at present.

Smoall-scalc ancillary units arc cften at a disadvantage
in cbtaining raw materials of the required specifications.
It is suggested that {a the future, a department in the
UP ISSI be cpencd to help the ancillary units, particu-
larly to deal with the import of raw materials. If a
recommendation s received rom UP ISSI, it should be
accupted by the authoritics concerned and import

licensces be issuc ] without further scrutiny.

The technical officers of the UP ISSI should be aszso-
clated with the licensing of large-scale units more
cluscly from the time of the receipt of the application
so that the applications might be scrutinized from the
ancillarics'point f vicw. Such components/parts
which could b made in the small-scale sccter should
not be licensed and it shoul  be the responsibility of
the large units to locate ancillarics. However, the
UP ISSI should help  the small-scale units so selected
by rendering technical and managerial assistance to

the required degree. Before finalizing agrecments with
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forcign collaborators in aiding the country, the items

t> be manufactured must be clearly spucificd by BOI.

The UP ISSI should prepare list of standard parts/com=-
ponents that could e malde in ancillary units. These
lists shoulld be made available to all G vernment
Departments for usc while orepAaring project studics of
largc-scale public scetor undertakings. The lists
should also be made available to the Burcau of Stores
Purchas:s ani memburs of the licensing committee.
The lists may also be given wider publicity so that
prospuoctive entreprencurs in the large~scale scctor
might plan their projects accordingly. Itis, however,
to be appreciated if these lists could only be illustra-

tive.

The UP ISSI should publish a quarterly bullctin contain-
ing detalls about the capacitics available in thc small-
scalc sector for manufacture of various components/
parts, sub-asscmbdlics require:! by large-scale units
registere.l with them, as alsc data of the work that
thesc large-scale units arc willing to sub-contract,
This bullctin will thus oring togcether the preepective
large-scale and small-scalo units, and stimulatc their

ancillary rclaticaship.
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In thc casc of large-scale units proposcd to be csta-
blished in thc public scctor, the scope to develop
ancillorics sheuld be eonsidercd even while proparing
the project study. The project regort should contain
dufinite recommendations regarding establishment cof
an ancillary in ustrial ¢state. The UP ISSI should be
assceiated in preparing thoese project reports to the

necessary extent.

To lock after the development of ancillarics, the
National Economic Council should appoint a Standing
Committee on ancillary development. Represcentatives
of the chambers - f commcrce, various government
departments, few people from large and small-scale

soctors be suitably reproesonted.

Regional Conamittecs of the Standing Committec on

Ancillarics might be established in few provinces.

8oon as the necessary climate has becn created for the
daevelopment of ancillarics, it will be best if the
Chamber -f Commerce and similar othor associations
shculd take the lead to bring the large-scale and
small-scalec units together tc £ oster their ancillary

rclatdonships further. Oncce in a year, an Ancillary
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Exhibition of Parts/Comnuncents made by small-scale
units bc held so that large units will kn>w what is pro-
duccd by the small-scale units, and cven the small-
scalc units themsclves will sce the things produced by
othar small-scale units. This will also help in under-
standing improvements taking place in the field of pro-

Jduct designs.,

j. URIDO should make availaple an oxpert in ancillary
development to help the UP I8SI and the small-scale
units in the Philippines in the proper development of
ancillarics. The expert should be an Engincer with

considerable ficll expericnees.

SMALL INDUSTRIES ASSOCIATIONS

According to the survey conducted by the U, P, Institute
for Small-Bealc Industrics in 1566, there were 9,400 small-
scale industrics then existing in the Philippines, but hardly
a small fraction of the total units have become members Of
the Philippine Chamber of Industrics nor of the Pilipinc
Chamber of Small Business an! Industry. It sccms that the
idea of joining thesce crganizations has so far nct been genc-

rally accepted by the small and medium=-sized scctors as




thcy feol they have very little to gain by becoming members.

In the intcrest of small-scale enterprises, trade associations

shculd be made to perform on. cxecute things >f mutual

interest to the memburs which cach »f them would not be

able t- <o by himsclf. Keceping this ¢nd in view, the

following mceasurcs are suggeste.d for adoption -

1)

Formation of spocific organizations to look after the
intcrest ¢f small and medium units -

There is a great nec tu lcok after the interest of
the manufacturing units in small and medium=-scale
industrics in the Philippines. If it is o composite
organization of menufacturers and traders, it will not
be able to give cffective attention to the manufacturing
preblems of the small industrics. It has also becn
prcvod clsewhore, that the small-scale units, by asso-
ciating with cthor memoers, fatl to jet attention for
their problems because the larger units, by virtue o f
thelir cconomic position, would try to Juminate the
affairs of the Federation. In casc the existing organi-
zations fail to give morc attenti on to small units, thon
there is a necd for a strong, separate Federation to come

into cxdstence.
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In the doveloping countrics, people gencrally denot
coma forward to mect the expenditures of small-scale
industrics/organizations. It is therofore recommended
that the Government considor the plight »f the small anl
medium scctors with aore sympathy and give a grant of
B5C, 000 cvery year, for 2 porisd of thres years to moot

a portion (f the expenditurcs for tho ¢stablishment and

maintcnance of the organizaidon.

Pudljcaticn of a Difectory

At present, no odetailed publication on small-scale
industrics s available in the Philippincs Jespite the
existence of », 200 units. For cficctive planning, itis
very esscntial to have 2 dcetatled bo ok published in the
country. Itis, therefore, suggestcd that the Foderation
or any other suitable organizaticn may be entrustel by
the Government to compile and publish 2 “Dircctory of
Small and Mcdium Scale Industrics in the Philippincs”.
The price of cach cupy shouldd nut be more than B5.00,
othcrwise many small units will nct be intercsted tn
purchasing. Sincc the circulaticn of usceful information
to manufacturing units arc ¢ssential from the country's
point of view, it is suggested that the Government may

glve a suitable grant to the Foderation to meet the print-
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ing charges f the Dircctory. It may be mentisned here
that thc Small-8calc Industrics Federation in India
collected advertisements for the Dircctory from the
mcembers and from other government departments to meot
major portlons of the expenscs. Through this method,
the valuable Directory could be published at a nominal
expenditure to the Government as well as the Federation .
Of course, Government departments will have to make
available various information from their files. Thus,

the Dircctory will be able to serve the rapid development

->f small-scale industrics in the backward arcas.

Heolding of an "All-Philipp ine Small-§cale Industrics

In order t> give the public an idca regarding the
development that has taken place in the country and to
promote its future growth, it is very essential to hold
an "All-Philippinc Sraall and Medium Scale Industrics
Exhibition" in the Greater Manila arca., Arrangemants
may be made to give demonstrations of simple machings,
80 that people will know for what uses the machincs
could be utilized. Many developed countrics will be

glad to take part in such an cxhibition as it will pro-
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vide a gulden opportunity for finding market for their
cquipment. At the samc time, local people will have

a chancc to sec the different types of cquipment and
thedr price ranges. Encugh ciforts will have to be made
to colleet the products produced in the different pro-
vinces, as it will give the planncrs an idea regarding
the development thot has taken place in the country.

If possible, products of cacn category item may be dis-
played in scparate blocks. The Exhibiticn will stimu-
latc the future growth of small-scale industrics.
Possibly arranged by the 3mall-Scale Industrics Fede-
ration with active governmoent support in all respects,
the duration of the Exhibition may last for a period of
two months. Oncc the Exhibition provus successful,
similar shows on a smeller scale may be arranged on
important regions as it will give the people an oppor-

tunity t> sce the pregress their country has made.

The Foleration of Small-Scale Industrics in the Philip-
pines snculd 2ssumc the responsibility of sending the
proprictor or tha deputy of ¢ach unit to undergo various
types of management training programmes given at the
UP ISSI. Such training will benefit their members in

running their units in 2 modorn way.
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6) The Government of the Philippines may give proper
represcntations to various bodics to the Federation so
that it could effectively volce out the feclings of the

small industry sccter.

7) A dclegation of 6 to 8 members of the Federation may
be sent to Japan and India, under the sponsurship of
the government, to sec how the Small-Scale Industries
Foedcrations have been organized and functioning in

those countrics.

8) Ragional Small-Scale tradc associations should be

formed, strengthencd and developed.

9) That the national and provincial governments should
takc the initiative in organizing and promoting meetings

to discuss thesce problems.

The above recommendatizns if implemented, will incul-
cate sclf-disciplinc, achicvement of higher productivity,
bettor quality, etc., among the . amall enterprises. Any
financial assistance given to such activities will, thercfore,
be a profitable investment in the development of the small

industry scctor.
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9. MOBILE VANS FOR DEMONSTRATION IN RURAL AREAS

a.

Out of 10 regions formed for the developiment of small-
scale industries in rural arcas of the Philippines, 2 or
4 reglons may be selected at the pilot stage for giving

demonstrations and training through mobile vans.

Each rcgion must be supplicd with a group >f 3 or 4

vans decaling with various trades.

The administrative contrel of . the vans should remain
with thc Regional Institute of UP ISSI, which will arrange
suitcble demonstration and training programmes in cach
region in consuliation with other local agencies who are
intcrested in the development of small-scale industrics.
The staff attached tc these vans should be able to pro-
vide information about the specifications, prices,
sources f availability of the machines, and the torms
an< conditions under which institutional credit can be

handed for long-term an. short-term crodits.
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10. REGIONAL DEVELOPMENT THROUGH MODERN SMALL-

SCALE INDUSTRIES

a. While drawing up development plans in the previnces,
efforts may be made to suggaest suitable items to be
developcd by the small-scale sector. Detailed scheme
on cach item will have to be prepared. There must be
perfoct coordination between national and provincial

planc.

b. To attract cntreprencurs to start industrics, a humber
of incentlves must be oifered, as are practiced in a

number of Western countrics (Appendix C).

c. 8ince incentives cost moncy, two or threce rogions may
be salected for intensive development of both large and
small-scale industrics. On the basis of the experience

gained, other regions may be selected for development.

d. The Development Bank of thc Philippines and othor
financial institutions must take leadership to construct
small-sized industrial estates on land between fogr to
six hectares. To start with, 20 or 30 sheds may be
constructed. Total costs for land and building may be

limjted to an amount below P250,000.
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District survcys must b carricd out by UP ISSI and
BOI to find out the type of industrics that could be

started.

Intcnsive campaigns patterned after that conducted in
Incdia must be carried out by all the Philippine agencies
concoarned with cconomic “evelopmont of backward

areas.

UNIDO should provide an expert to start industrics

in thc backward arcas. The Expert must have consider-
able planning and practical cxporience in developing
industrics in the backward arcas, particularly agro-
industrics and management of rural industrial cstates,
as well as conducting intensive campaigns in backward

A8,

UNIDO shoull provide one fellowship for six months
to an officer from the Philippines to study the develop-
montal efforts that have taken place in the United

Kingdom, Donmark, Netherlands and India.




CHAPTER I

MASTER PLAN
INTECGRATED DEVELOPMENT PROGRAM ME
FOR SMALL AND MEDIUN INDUSTRIES IN THE PHILIPPINES

BACKGROUND
Ibe Problem

The emergence of the Philippines as an independent nation
in 1946 brought about great transformations on the economic
front -- both in industry as well as in agriculture. The cumula-
tive effect of which was a repid economic progress in the country,
something which the country has never experienced before.

The development of the industrial sector from 1946 to 1960
was achieved by a conscious strategy of import substitution. The
govcrnmoent adopted fiscal incentives such as tax exemptions
for "new and necessary industries”, import and foreign exchange
controls and tariff protection. All these cumulatively resulted in
an impressive increase in industrial output.

The share of the manufacturing sector in domestic product
rose from 7.3% in 1950 to 18% in 1570, Desnite the develooment
in the industrial nroduction, the fact that this sector could not
accommodate more than 11% of the country's total labour force in
more than a decade from 1957 to 1368 seems to be so surprising.
Anyone who is socially conscious would like to reflect and re-

analyze the situation which led to this amazing ~henomencn.
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Most of the large-scale industries are concentrated in
Manila and suburbs, Thus, the Per Capita inccme in Metropoli~

tan Manila is about 5 times more than that of the national figure .,

According to the survey conducted in 1966, there are 9,400
modern small-scale units in the country. These units have given

employment to 153, 000 persons and contributed 20% of the total

industrial production.

If only greater attention has been given to the small-scale
units, the total contribution of the small-scale sector by now
would have been more than the present 20% and a large number of
persons cauld have been employed, as small units could be
started at a lesser capital than large-scale ones. (Summary of

findings can be seen at Appendix A).

f t o) e
When we talk of small-scale industries in the Philippines,
we should clearly understand that modern small-scale industries
are distinctly different from handicrafts and cottage industries

which are existing in the country .

The term “"Handicraft" or "Cottage Industry” pertains to

economic activity in a small scale which is carried out mainly in

the homes or in places where production is carried on mainly




through the help of the members of the family. According to the

existing law, all cottage industries will have to be registered with
the NACIDA (National Cottage Industries Development Authority).
Units with a capital investment of 15,000 or less in machinery
alone are entitled to be registered. Normally, each cottage unit
helps supnort an average Pilipino family consisting of a father,

a mother and three (3) children. Thus, 2 total of 3.3 million

FPilipinos are directly or indirectly benefited from this industry.

There are 43, 699 cottage industries which so far have regis-
tered with NACIDA. Capltal invested in these units have been
estimated at P95 million. Registerecd units have provided direct
employment to 70C, 000 workers. Besides, the registered units
of 43,699, it has beecn estimated that there are nearly 50, 000

unite unregistered in the country.

Cottage industries, apart from supplying the local market,
are also exporting goods and earning val:'-~ble foreign exchange.
An export earnings of $58 million accounted for in 1968 has gone
up to ¥128 million in 1970, The progress is spectacular since
the cottage industries are contributing to the growth of econcmy
of the country. The government has created a number of specialized
agencies in order to help the units in many ways. Cottage indus-

tries by virtue of their specialty will continue to play their role



in the future also.

w Small-Scale Industry ?

The official definition that has becn in force since 1970 runs
as follows: "Small-scale industties are those enterprises engaged
in manufacturing or rendering serviccs to the manufacturing sector
of the economy with employment of not less than S and not more
than 100 workers, with total valuc of assets not more than Pesos

one million and managed directly by the owner or owners."

Every develcped and developing country has adcpted differ-
ent definitions for their small-scale industries. The definition

should be flexible, and if there is a need for change, they should

be modified according tc circumstances. In fact in India, the

definition of small-scale industries was changed threc times.
The present definition in India runs as under:
"Small-scale { ndustries will include 21l industrial units
with capital investment of not more than $ 100,000
frrespective of the number of pcrsons employed. Capital
investment fcr this purpose will mean investment in plant

and machinery only". ($1.00 = Rs 7,50)

The Philippine definition of one million pesos on assets

include cost of land, buildings, plant and machinery. Cost of
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land and building alone, for example, in Manila and Greater
Manila may cost’ much more than in the provinces. Therofore,

if such a cost is deducted out of an asset of one million pesos
then only the reduced amount will be available for the ccst of the
equipment. Pecple who want tc avail of loans in citics will there-
fore be subjected to mere difficultics than the small units in the
provinces . It is suggested that if the reference to one million
pesos were to be confined to plant and machinery, then the cost
of land and building irrespective of locations will not come in the

way of classifying under the same category.

r d 1-8

Aside from geographical reasons like the country being
composed cof 7,100 islands spread in a vast area thereby causing
problems of transportation and communication, there are other
important reasons why small-scale indis trics are vital to the
development of the Philippine economy. The development of
small industries is supposed tc facilitate effective mobilization
of resources and of canital and skill particularly in the rural
areas, which might otherwise remain unutilized. All these, in
other words, means decentralization and dispersal of industry,
which are necessary for national development and for preventing

the concentraticn of wealth in the hands of a few. These indus-

tries offer a method of developing entreprencurs and ensuing
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more equitable distributicn of national income. Besides, it is
possible tc economize the overhead capital expenditures on pcwer,
water, housing, etc. which is essential for the urbanized industry,
(and its labour force), through establishment of small units in
semi-urban and suitable rural areas. Unlike large industrial
establishments, small industrics have relatively shorter gestation
period and alsc lesser devendence on impcrted aquipment and raw ‘
materials. These industries also help large industries by meeting \
their req irements for parts and components in the manufacture of ‘
which large size operation cr a high degree of mechanization has

generally no pronounced impact on the eccnomy. In this sense,

they are reinforcing the large scale industries.

There are, of ccurse, very great "economies of scale" as
in the operation of a steel mill, shipbuilding cr a paper mill. Small |
units in such fields are not economically feasible. But economies

of scale are much less important in cutlery, housiery, fcundry pro-

ducts, some kinds cf machine tools and many kinds of specialized
components that can be made by small producers for sale to large-
scale manufacturers, assemblers and distributors at a compara-

tively cheaper rate,

Certain kinds of products which are costly to transport

(bricks , tiles) and other perishables (vegetable, fish and fresh
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dairy products) have to be produced or processed locally, which
gonerally means in a small-scale. Also products the demand for
which are highly specialized or individualized or changeable
(plastic, fine furniture, fashicnable goods) are likely tc be

better produced by small or medium units rather than by very large

ones.

In almost all of the developed and develcping countries,
great importance 18 given to the development cf small-scale
enterprises. Employment provided by the small-scale sector in
varicus conntries (in terms of units) may be seen in the following

table:

Share of Small-Scale Industries in Employment and Value

ded of the Manufacturing Sector in Selected Countr} s

Percentage Designation cf Small-
Developing of Percentage Scale Industries
Countries  Year Emplovment Value Added No, cf Employges
Iraq 1964 49.5 30.9 1-49
Jordan 1965 80.3 53.7 1-49
Kuwait 1965 54.4 - 1-49
Lebanon 1964 65.8 63.4 1-49
Saudi Arabial965 84,2 - 1-49
Brazil 1960 38.9 32.2 5-99
Chile 1957 42.8 25.4 5-99
Cclumbia 1962 45.9 29.4 5-99
Ghana 1859 8.4 36,5 6-100

Iadia 1969 35.0 38,0 1-100




Korea 1963
Pakistan 1958

Philippines 1966

Developed
Countries

Canada 1961
Japan 1961

United
Kingdom 1958

United States 1958

56.8
22.2
21,3

34,8
46,2

15.8

27.0

42 .4
24.8
20.0

27.7
47.6

13.6
23.0

5-99
1-99
5-99

1-99
6-99

1-95
1-99

48
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Government Efforts

The Government of *ne Philipp’ .5 is now concentrating its
attention in the developmen* »f modern cmall-scale industries in
the country, since they realizeco that the cector has a great poten-
tial in creating jobs all over the cour 'y a*t a rmalnimum capital
investment. In corder to datermine the tctal humber of small units
existing and their problems, the Government of the Philippines
conducted a detailed survey of small-scaie enterprises in the
country in 1960, jointly supported by the Waticnal Economic
Council of the Philippines and the UNESCO Research Center

(Calcutta).

According to the Survey Report, "there existed 987 modern
small-scale units in *he ~ountry”. The survey pointed out that
nearly 70% of the establishmaats surveyed reported dis’ Livities
in procuring raw materials necescary for their operations, because
the cost of raw materials accounted for 2t least 40% of the gross
receipts in the establishments. Yu spite of stiff competition from
large-scale industries, fourfifths of the somple establishments
reported marked demand for their products sufficient, if not more

than sufficient at their operation.

Another intecresting fact was that 5C1 units ont of the total

820 establishrients or 61% were owned bv individual pro—rietors

T T e - s



189 establishments representing 23% of the total operated on a
partnership basis, while the remaiuing 130 establishments or 16%
were of the corporate type. Yet another important factor brought
out by the survey was that 72% of the establishments had engaged
between 5 to 19 workers and provided employment to 22% in the

manufacturing side.

Birth of UP Institute for Small-Scale Industries

With a view torectify e <120 zul es pointed cut din the
survey of the small-scale units, the Government of the Philippines
started negotiating with the Royal Government of the Netherlands
in 1963. Threec years oier, a bilateral agreement was concluded
between the two governments which -reated the Institute for Small-
Scale Industrics under the University of the Philippines. Since
then, the Institutc has been engaged in training consultants and

other types of management courses, as it is its main function.

Instead of solving the fficulties pointed out in the survey
in 1960, the Institute took action to conduct another detailed
survey among the small-scale industries. Probably, they wanted

to know the changes that had taken place between 1960 and 1966.

According to the survey >f 1966, " 2ere were nearly 9, 400
modern small-scalec industries in the Philippines. It is estimated

that they were serving the nation by providing employment to
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153, 000 workers all over the country. The main features of the

survey may be scen under Appendix A

National Coungil for Small and Medium Industries

The National Council for Small and Medium Industries was
created in 1970 by a promulgation of the President of the Republic
of the Philippincs to serve as a dynamic administrative body that
will integrate all government agencies for government policies
and to ensure the stability and continuing growth of this vital
sector in the developing economy. The Council is an ad interim
body for the small enterprisc board as proposed in the bill which
is pending enactment in the Congress under the executive order.
The Council shall assist and protcct the interests of small and
medium industries, encourage and develop their actual and poten-
tial capacitics, safeguard their stable growth and secure their

development.

It is fortunate that the Chairman of the National Economic
Council, which is the highest body in-charge of planning, has
agreed to become the chairman of the National Council for Small
and Medium Industries too. The Director of the UP ISSI has be-

come the action officer.

Membership of the council consists of heads of government

financial institutions like the Social Security System (SSS),




February 13972

Mr. William M, Harding

Resident Representative

Unitced Nations Development Programma
Philamlifc Building

United Nations Avenue

Manila

Dear Mr. Harding,

Subject: .Assistance to tnc Small-Scale Industries:

Small Industry Dyvelopment (§I§-PH1—-11;-Q)

We take pleasurc in presenting herewith the Report of a Twe -
Member Team f UNIDO/ILO -n 2 Master Plan For 2 Comprchensive
and Integrate! Devel. pment Programme of Assistance to Small an-
Medium Industrics in the Philippincs. In twe parts, it discusscs
the current moethod of speration of the cxisting instituti 'ns assisting
an supporting small industrics an. have made suggestions as t
how improvements could be effected.

The Team wishos to expruss its gratoful thanks to various heads of
departments and other t.p cfficials of the National Government,
Governors, Mayors, Chambers of Commerce, Private organizations
and institutd ons 1ad individuals throughout the country. The Team's
spceial thanks are duc to Mr. L V. Chico, Dircetor »f the Univer-
sity f the Philipnincs Institute for Sinall-Scale Industrics (UP 18SI),
Mr. Paternc V. Vilcria, Deputy Dircctur and concurrently Assistant
Director for Finance and Development, Mrs. Heriminia R. Fajardo,
Chairman, Projcct Evaluation and Supervision Department, and all
gtaff members of the UP ISSI without wh . sc help and cucoperation,

it would not have been nossible for the Team to complete its

report in such a short time.

Sincerely yours,

(SGD) K. L. NANJAPPA
UNIDO Small Industry Development Expart

(SGD) L. CRESSOl!
ILO Small Industry Managemuent Development
and Consultancy Expert




52

Development Bank of the Philippines (DBP), Government Service

Insurance S8ystem (GSIS), and Philippine National Bank (PNB)

Plus the presidents of scveral chambers of industrics like the

Philippine Chamber of Industries (PCI), Chamber of Commerce of

the Philippines (CCP), and the Pilipino Chamber of Small Business

and Industry (PCSBI). The secretary of commerce and industry is

also a member of the council.

The council has the following functions:
To conduct studics on small-scale industries and integrate
the proposed measures relating to the promotion and deve-

lopment of small and merdium enterprises;

To propose and adopt policies, set objectives and priorities

affecting small and medium industrics;

To formulate a credit programmc for the small and medium
sectors with the help of government financial institutions
and to follow up the implemcntation programme of the said

insgtitutions;

To coordinate and integrate the activities of all government
agencies related to small and medium industries to the end
that all efforts may be effectivcly channeled to the objective
of attaining the promotion and development of small and

medium industries; and




S. To undertake such other mcasures as may be necessary

from time to time to attain the objectives.

As far as the creatlon cf the National Council for Small and
Medium Industries and the tasks to be achieved are concerned,

it seems a lot of hope on kchalf of small uaits have been entrusted.

Indiap Experience in the Field of Davelopment of Small-Scale
Industrics
To achieve more or less the same functions entrusted to the

Philippine National Council for Small anc iMedium Industries, the

Government of India pacsed an “"industrial Polic:- Resolution” in

1956. The objectives of the Incustrial Policy Resolution may be

summarized as follows:

1. To create immediate and permanent employme nt ozportunitics

on a large-scale at a relatively  mail cost;

To meet a substantial part of the increased demand for

consumer goods:

To facilitate mobilization of rescurces, of capital and skill,

which may otherwise remain vnutilized;

To help in raising income and - - ndard of living of a

large number of artisans, craftsmen and ent-preneurs;
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S. To bring about an integration of the development of smll

industrics within the rural economy on the one hand, and

the large-scale enterprises on the other:

6. To ensure, by the above means, the growth of an efficient

and progressive decentralized scctor of the economy; and

7. To make the small-scalc industries export-oriented and

help in export promotion.

In order to carry out these objectives cffectively, a high-
powered "Small-Scale Industrics Board" was created under the
chairmanship of the Minister for Industrial Development. As in
the case of the Philippines, ministers of other departments and
80 important non~officials, and officials have been made members.,
The Small-Scale Industries Board in India is not a statutory board,
but once decisions have been taken in the board meetings, then

all concerned do their best to implement the approved measures.

So far, the Board has met 29 times in different parts of the
country. Very seldom arc board meetings held in the headquarters
in Delhi, the idea being that, if board mectings are held in back-
ward areas, a certain amount of enthusiasm can be created in
such places, which alone will become a motive force for other
entrepreneurs to start new industries. In addition, it is hoped

that these regional meetings will bring experts closer to these




reglons' problems and poteatialitics which will help them in

planning industrics in thesc arcas. Board inzatings are held
twice a year, gencrally attendad by 200 to 250 important persons
to carry out urgent matters. A number of Standing Committees
have been formed, they are:

1. Raw Materiais Committee

2. Creodit Facilitics Commlttee

3. Export Promoticn Committec

4. Rural Industrializatior Committee

5. Quality Marking and Standardization Committee

For non-officials who attend the Standing Committee and
Board meetings, the government of India pays their air travel

and other daily allowances.

In order to carry out the board's programme, a huge admi-
nistration has been set up under the Develonment Commissioner,
8mall-Scale Industriecs. Eighteen (16) full-fledged Regional
Small Industries Service Institutes, and 64 Extension Centers,
spreading all over the country has been located both in urban
and rural arecas. At present, more than 990 highly qualified and
experienced officlers are serving in these organizations and

helping the industry in all possible ways.
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The Small-Scale Industrics Progr amme in India is at present
a comprehensive and integrated programme giving assistance to
small-scalc units in all directions, and not confined to one pro-

gramme or two only.

Achicvement in Indian Small-§cale Suctor

As a result of the following comprcehensive and integrated
programme, small industrics In India emoerged as a powerful mo-
dern industrial scctor of the national cconomy with a high poten-
tial for growth and cxpansion. The facilities and incentives pro-
vided by the government and other allied organizations have been
in no small measurc responsible for transforming small industries
into modern and ¢economically viablc units of production capable
of sclf- sustaincd growth. Small cnterpriscs have not only been
ablc to produce a wide range of consumer goods to meet tho
intcrnal demand, but have also been able to enter, (though only
in a small but surc way) into the international markets owing to
the adoption of modern management tcchniques and continuous
improvement in productivity. Many desirable socio-economic
objectives such as the utilization of untapped resources, capital
and skill, development of cntreprencurial ability, gradual inte-
gration of the large-scale and small-scale sectors of industry
and equity distribution of industrial activity to reduce regional

disparitics, have been achicved to a greater or lesser extent




57

through the development of small industries. Though what remains
to be achieved and is capable of achicving is,of courge, greater
than what has becn attained in the last two decades, yet it demons-
trates that given the will and the purposeful direction to develop-
mental efforts it can ¢reate wonders. The invaluablc experience
and expertise gained are great asscts which will surely go a long
way in building up a dynamic, modern and self-rcliant industrial
economy. S8ince India and thc Philippines have many things in
commen in this ficld, there 18 no reason to hesitate to adopt these

suitable arcas based upon the already experimented arcas in

India.

Small Industry is a Big Partner in Indian Economy which
may be in the following achicvoments i~
1. Number of registered small units

ason 31-3-71 190, 727
2. Total gross output in thc small

scale sector as on 31-3-71 #34,500 million
3. Total number of persons employed

in thc small-scale sector 6.3 million
4. Total investment in the small

industry sector #4,200 million
5. Fourth plan outlay on Small

Industry Programme 21,200 million

6. Numbeor of items reserved
exclusively for production
in the small-scale sector 166
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Small Industry ig a Regurgent National
Force in the Industrial Fieldg of Japap

Japan's small business scctor carries a great waeight in the
national economy with its units accounting for 99 per cent of the
country's total cstablishments and its eccnomic giowth and sta-
bilization livelihood. Japar‘s aim is to achieve balanced growth
of the national cconcmy and the well-baing of tae nation as a
whole. The most urgent requirement probably may be to increasc
the competitive power of thelr iadustrics with other countries in
an open e¢conomy. With this aim in view, thc government lays
major emphasis in its small busincss poldcics, which are being
implemented through the expansion and intensification of these
already brought into action and the arrangement of a structure for
promoting cooperation and for technological development. As a
result, 52 per cent of goods exported from japan come from the

small sector.

Ihe Future of Small Unjts in_the Philippines

If a develeped country like japan and a developing country
ke India could achieve success tirough small-scale industrics,
there is no reason why a country like the Philippines with vast
resources of raw material, plenty of educated and intelligent

labour with committed government backing cannot achieve pros-
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perity through small-scalec industrics.

Considering the growth that has alrcady taken place in the
small-scalc industries in the Phillppines during the past, it can
be safcly assumed that the modern small-scale sector is going to
be a powerful factor in the rapid, dccentralized growth of a
modorn gconomy of the future Philippincs. The small-scale indus-
try which is by nature a labour-intonsive and capital-saving
industrial scctor has to play a vital role in the overall economic
development of a country likc the Philippines, where millions of
people arc unemployed or underciaployed; wherce most of the
entropreneurs arc capable of investing small amount of capital
and wherc therc is a dearth of sophisticated machinery and mo-
dern technology. Other factors which weigh in favour of the
small industry arc its adaptability to semi-urban and rural envi-
ronment where the infrasttucture is underdeveloped and its capa-

city to attract rural savings and diverting them to productive

channols.

In order to solve unemployment and develop the backward
areas as well as to bring thc middle class pceople in the main

stream of industrialization in the countsy, the Government of
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the Philippincs should attach importance to the development of

small~scalc industrics.

In 1970, a draft act was introduccd in Congress in order to
back up the devclopment of small-scale industrics in the Philip-
pincs, but the bill is yot to be passcd. The draft of the proposed
"8Small Enterprisc Act of 1970 " scueks to imploment House-Joint
Resgolution number 2, othorwisc known 2s the "Magna Carta of
8ocial Justice and Economic Frocedom" which recognizes the
importancc of small enterprises not only in promoting industrial-
ization of th¢ country but alsc in achieving social justice, nation-

alism, and economic democracy.

If the Act is passcd by Congress, then it 18 going to give
sufficient backing for the devclopmont programme of small-scale

industries, otherwise no progress can boe expected.

Integrated Development Programme
for dmall-Jcale Industrics

In order to achicve the maximum succoess in a short span of
time it is suggcsted that the following ideas be considerad and
incorporated in thc proposed act which is now pending in Congress

for enactment:
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The producticn of all consumer goods which are bedng com-
petently and economically manufactured by a small-scale
sector have to be rescrved for them. A list of such items

may be prepared.

The general policy should be to restrict the production of
specific consumer goods to the small-scale sector ag soon
as the competency of the small-scale sector to produce

such items 1s established.

Large~ scalc industries, which are engaged in the production
of consumer goods, should not be permitted to go beyond

their futurec expansion limit (except 12% reasonable expan=-
sion rate per year) where items are technically and economic-
ally feasible to be produced in the small-scale sector.

Such a policy would broaden the base of operation for small-
scale units and help channel new investments in large-scalc
undertakings to the areas or fields requiring the use of so-
phisticated technology or relatively high level of mechani-

zation and automation.

Industrial licenses granted by BOI to large-scale under-
takings generally include manufacture of parts components,
sub-asscemblies, etc. which are being competently manu-

factured in the small-scale sector. It is, therefore, noces-
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sary to ensurc that whereverl suio-éontracting and ancillary
production i8 feasivble, the industrial licenses to the large-
scale units shouid be granted only after excluding facilitios
for the manufacturs oi such componunts, parts, sub-assem-
blies, etc., as can be compctenil, produced by the small-

scale units,

Large units should .ot be allowed to import raw materials
for the production of parts and components which could be
produced by th: small-ccale scctor. S.ich an action will
enable gnnuine and independent small-scala ancillary unit

to expand thoir production.

In view of the importance uof small-scale incustries in the
national economy, it is necessary to ensure allocation of
adequate resources for the sustaincd development of this
sector. On the mattor of distribution of foreign axchange,
there has been a tendency to mect the requirements of larga-
scale industrics almost in full while allocating rasources in
a limited scale to meet only fractional necds of the small-
scale sector. It is absolutcly necessary to treat small-
scale industries as a "priority sector of tho economy and
allocate resources of foreign exchange to the small-scale

sactor, so that this sector 'will be able to contribute to
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total indu stﬁal production and employment in the country”,
It has to be cnsured that the small enterprises concerned
will have the same facilitics as large-scale units to pro-
duce the basic raw materials required for fulfilling their
production targst rates. While allocating foreign cxchange
to small-scale units, the opinion cf the Director, UP 1881,

should be takon into consideration.

An analysis of the bank credit available to industrics has
revaaled that the large-scale industries recoived the bulk

of bank crcdit, whereas the small-scal: industries could
hardly get anything from this appropriation. It is, therefore,
necessary to take naccssary steps so that the capital base

of the small-scale sector can be progresgively strengthened.

Proper coordination among various agencies has to be esta-
blished for the proper development of small-scale industries.
There 18 an imperative need for the Director of the UP I8SK

as excecutive head to play a close and cffective role in this

aspeact.

It is oxtremely desirable to strengthen UP 1881 by hiring a
sufficient number of technical peoplc with due regard to the

complaexdty of the work of development of small-scale
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industrics and the extensivo nature of the responsibilities

involved.

(1)  Thc UP ISSI must open four Regional Offices to look after
regional devclopment. It will not be possible to manage

this important work from ivianila itself.

(k) In view of the rapid development of the small sector and fts
growing importance to the cconomy of the country, it is
necessary to collect kcy statistics about investment, cm-
ployment, consumption of raw materials and production of

goods, ctc., on aregular and continuing basis.

There 18 a nocd for adopting a system of compulsory regis-
tratioa of all small-scalc units for survey and evaluation of the

industry as wcll as to prowide financial assistance.

Rczently, the Chairman of the National Economic Council
called a spucial mcating to consider the draft suggestions mado
by UNIDO 8mall Industry Development Expert. The members
who attended the mecting agrced that if small-scale industries
in the Philippines were to have a greater impact and solve un-
cmployment problems as well as to develop backward regions,
then the suggestions made by the U.N. Expert should be included
in the draft Act and efforts be made to have the Act passed by

Congress. It may be mentioned cloarly that without a clearcut
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Act giving authority to promulgatc the aims and programmes, no

progress could be expected from the small-scale industries sector.

Role of the National Economic Councjl (NEC)

The Industrial Policy Act, onca passed by Congress, is

expected to give cnough powers to the National Economic Council
o carry out tiic adopted policics. The NEC will have to draw a
detalled programme on each of the items mentioned in the Act, and
entrust different agencies to carry out the programme and producc
results. The Ccuncil being the highest authority engaged in
policy-making and guiding the differont implementing agencics,
should become a "Priend, Guidc and Philosopher" of the small-

scale units.

All the other government departments, banks, Chamber of
Commerce and other agencies should fully cooperate and no
"Cross-Puposa " activitics should be allowed. For two or threc
yoars, to start with, the National Economic Council will have to
moet at least 3 times annually. Efforts should also be made to
hold onc or two meoetings yearly at different regions. Important
persons or organizations who take intorest in the development of
small-scale industries in the regions should be invited to attend

such council mectings as special members.
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In order to givc special attention to the important problems
of small unfts, two or three Standing Committeus of the council
with fewer members should b formed. Standing Committees could
consider certain aspects in depth and report back to the council
for constderation and approval. It is als: suggested that whencver
a meeting of the National Economic Council is held at any region,
efforts should be made to collect articles made by the small-scale
units, sothat thc members will get an idea of the progress they
have achicved. If progress has not been noted, then they will
also know what special action iz nceded to improve their perform-

ance,

DPedicated and Committed Officurs

The promction of small-scalc industrics is an important
economic activity. All ncw programmes and ideas requirc "dedi-
cated and committed” officers to carry tham out. In some countrigs,
good programmcs have met with failure becau sc the officers con-
nected with thc implementation worked only {n a routine way.
Luckily, a gocd band of officers have been connected with the
UP ISSI for the last fow years, and if the Institute is further
strengthened, then it can deliver tho goods. As in the case of
the Development Commissionor, Small-Scalc Industries Organiza-
tion in India, the UF ISSU should be recognizcd as the main exe-

cutlve agency to carry out the development of small-scale industries.
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The UP ISSI which is mainly functioning as a "Training
Institute " should immodiately be converted into a “Multi-Purposc

Technological Institute for Small-Scale Industrics".

Blecemoal Actiop Produces Limited Rosults

8ome countries feel that by starting an Industrial Estate or
opening onc Extension Centre or by doing any one particular
“Input” activity, they are implementing 2 small-scale industrics
development programmec. Unfortunately, itis not a correct approach.
A comprchensiva, integrated development programme should include
assistance to the small-scale sector in the flelds of :

(1) finance

(2) supply of imported and scarco raw matarials

(3) government purchasc programme

(4) supply of machincry to modernize the existing units

(5) market and export promotion

(6) devclopment of ancillary around large-scale units
(7) organizing small industrics associations

(8) rural industrialization and particularly agro-based
industrics

(9) conducting economic and other types of swvaeys

(10) starting small-sized industrial estates in urban and
rural arcas

(11) setting up central and regional small industrics
service institutes
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(12) collecting of statistics, supply of cconomic information

(13) consultancy scrvice and training programmes, etc.

Natiopal Plapning

In all thc available national planning, no suitable role has
bean given to the small-scale scctor.  Since small-scalc indus-
tries arv capablc of contributing to the national cconomy in terms
of providing job opportunitics tc many and in building national
woalth, it 1s suggcsted that in the tuturc, the National Economic
Council may sctup a scparatc committece to prepare a "Five-Year
Development Plan for the Small-Scale Industrics in the Philippines. "
Once the plan has boeen prepared and approved, then it should find
a place in thc gencral national plan. Even the provinces, while
preparing thoeir development plans, have not given much thought
for the development of small-scale indu strics based on the locally
availablc raw materials. This must bc interpreted as duc to lack
of awarencss rather than lack of intcrest on the part of the people.
Awarcness must be created through a systematic nationwide puo-

licity.

f avg 2 to - 3]
Whilc travelling in the country and discussing with difforont

people, it was noticed that those who camo forward to set up

small-scale units were from the trades and experienced craftsmen
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categories. With their expericnce in marketing or in the product-
fon, they werc quick to grasp the new opportunitics. Furthermore,
entreprencurs from the other professional and landlord classcs
have also gradually entered the ficld. In the future, this s.cct‘:,r
is going to constitutc a progressive, vigorous section of the
industrial community of the Philippincs. It is, howevar, to be
stated that the policy objectives could be fully attaincd only
when educated young men and experienced technicians in large
numbers could be induced to sct up indcpendent units. Efforts

must be diracted vigorously in this direction.

Recommendationg

1. To croate immediatc and permanent employment opportunities,
to meet a substantial part of the incrcased demand for con=-
sumear goods to mobilize resources of capital skill, eotc.
which may otherwise remain unutilized, to dovelop regions
and to increasc the middlc class sector of the economy, the
government of the Philippines should pass an "Industrial
Policy Resolution Act” in 1972, which will sorve as a
"Magna Carta of Social Justicc and Economic Frecdom”,
wherein the orfentation of government policy in favour of

small-scale industrics should be clearly described.
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To carry out the directions incorporated in the Industrial
Policy Resolution, the Government of the Philippincs should
entrust the policy decision and the tagk of preparing a
national plan for the development of small-and medium-scalc
industrics to thc Nattonal Economic Council, which should
become the supremc body in the field of small-scale scctor
development. All other developing agenclies should be mado

to look up tc this council for guidance.

The National Ecunomic Council may constitute different

Standing Committces to considar the important aspects of

small-scalc industries such as :

a. Credit policy and liberal terms for getting loansg by
the small-scalc industrics;

b. Reservation of items to be manufactured by small-
scale industries;

c. Reglonal development through small-scale enterprisos;

and

d. Bxport promotion, etc.

The existence of the UP ISHL mainly as a training center will
not be able to produce the desired impact and lead to the J
acceleration of tha process of developmant of small-gscale

i
industrics in the country. Itis, thercfore, absolutely ’
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necessary tc accept the Integrated Programme for the order-
ly and cffective development of small-scale industrics
in the country. The prescnt UP ISSI should be converted
into a "Multi-Purpose Institutc of Technology for Small

Industry .

The prescent dcfinition of small-scale industry has to be
changed. A Bl million investmont should include only the
value of plant and machinc.y, thercby excluding the cost of
land and building. Such a modification will cnable small-
scalc industries located in the greater Manila arca to get
bencfits, as thc cust of land and building alone constitutes
a major portion of a Bl million investment. A change of
definition, therefore, will cnable the urban industrial units
to obtain loan particularly for the purchase of machinery,
etc. It may be noted that 80 pef cent of existing small-

scale industries are located in greater Manila area.

To help the Govaernment of the Philippines in formulating an
effcctive "Integrated Programme” for small-scale industrics
and to help in converting the prasent UP ISSI into a
"Multi-Purpose Institute of Technology for Small Industry”,
it is very esscntial and absolutely necessary for UNIDO to
send an adviser on small-scale industries to work with the

UPISSI for a period of two to threc years. The Adviser
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shculd be the project manager on behalf of all the UNIDO
and ILO experts. In order to advise the Executive Director
of the UP IGSI, to give suggostions on matters pertaining
to small-scale industries to the National Economic Council
and tc discuss with other iinportant organizations in the
country, the adviser from UNIDO should have professional
qualiiications in small industry promotion and development
with 15 to 20 years experience in various executive post-
tlons connected with small-scale industries. Since the
UN programme on small-scale industries is going to be
effective in the Philippines irom 1973, it will be necessary
for the UNIDO adviser tc worlk out the details of various
programmes for few months during 1972. Such an arrange-
ment wiil promote smooth tmplementation of the UN pro-

gramme in 1973.

In view of the introduction of an Integrated Programme for
Small-Scale Instttute and converting the present JP 1881
into a "Multi-Purpose Institute of Technology for Small
Industry ', it will be necessary for the Director @ the
Deputy. Dircctor of the UP ISSI to visit U. 8. A., Japan,
and India tc¢ study various programmes in the field of
small-scale industries. The duration of the study tour
may be ior three months. The UNIDO may arrange a

fellowship for this parpose.
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CHAPTER II

MULTI-PURPOSE INSTITUTE OF TECHNOLOGY
POR SivALL INDUSTRY

Recognizing the importance of small-scale industries for the
economic development of the country, the Government of the
Republic of the Philippines entered into a bilateral agreament with
the Royal Kingdom of the Netherlands for the establishment of an

Institute for Small-8cale Industrics.

The principal objectives of the Institute are:
1) To train Philippine consultants who will improve the operation
of existing industries and develop and promote small-scale

industrics in the Philippines (exdsting as woll as new ones).

2) To provide research and consultancy to the small-scale

industries sactor.

3) To provide, if feasible, a spacial training course, and
organize scminars, symposia, and workshops ffom the
managoement, consultants and entrepreneurs of small-scale

industries in the Philippines.

At present, 18 techniocally qualified persons togethor with

47 ministerial staff are working in the institute. The Government

of the Philippines, through the University of the Philippines, is
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spending a sum of # one million in the Institute, 40 per cent of

which is spent on the salary of officers and the staff.

Since 1966. the Institute has been doing axtremely well in
conducting consultancy oourses and other types of management
seminars. 3y judging the results, one feals that the Institute
still remains as a strong "training institute” rather than a tech-
nical organization which can render its services to the develop~

ment of small-scale sectors in other flelds.

A 8ingle Factor Approach

Productivity and efficiency of small manufacturing units do
not merely depend on a single production factor, but on a combi-
nation and interaction of various "inputs”. The single factor
approach 1s a duvelopment programme is designed to improve only
one of these inputs, that is, at its best this can only produce
meager results that may not be commensurate with the efforts put
in. On the other hand, a comprehensive programme is expected

to prove highly offective to improve a selected set of inputs.

During 1971, the Departmaent of Commerce and Industry of
the Government of the Philipptnes conducted an economic survey
r of "8mall-8calc Industries of Negros Occidental " which pointed

out that due to difficulties, such as inadequacy of working capi-

tal, modern production mathods, marketing assistance, supply of ' ‘
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raw materials, and lack of statistical and economic information
on the positions of demand and supply, the growth of small-scale
industry has becn restricted. It may safely be assumed that all
the above-mentioned detrimental factors are also applicable to a

large extent to the other 63 provinces in the Philippincs.

In a developing country such as the Philippines, the small-
scale industry units require various assistance at a time; other~
wise, it will be difficult for them to produce quick results. In
comparison with other developing countries, the Philippincs is
already at least 10 to 12 years late in the ficld of development of
small-scale industries. The UP Institute for Small-Scale Indus-
tries (UP ISSI) thercfore will have to act as a service agency by
extending its services to the other areas such as importing machi-
nery and equipment and providing the benefits of modern advances
in science and technology along with the neccessary information
regarding thc availability of c-2dit facilitics to the small indus-
trialists who arc interested in them for his immediate use. Valua-
ble experience has been galned through travcl, observation and
consultation. Based on this experience, there follows, in general
terms, some of the basic principles and functions that should be
considered in cstablishing a programme of a Iviulti-Purposa
Institute of Technology for Small Industries. Such a Multi-

Purpose Institute should look after the following functions:




1)

2)

3)

5)
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Promota, primarily in the broad tochnical fleld, the use of
quality materials, more efficient tools, better machinery and
methods. and good design; look for the solution of technical
problems and increased productivity on a sound economic

basis.

Promotc obctter marketing through continual market analysis
of the effcctive and potential demands expressed in tarms of
the nceds of the people. Determine how thesc demands can

be most efficicntly met by small industrics,

Promote the organization of marketing channels and sorvices.

Promote surveys to determine the availability of raw materials,

proximity to markets, transport facilities, otc.

Promote and conduct a market news saervice to factlitate
adjustments in managemaent and productior to meet the shifts
in demand and supply. This information should discourage
over-expansion in some industrics, as waoll as point out the

opportunitics for ecxpansion in others.

Ald credit facilities through analysis of credit and finance
meeds and help to develop methods for meeting thesc naeds
to investment capital, banks, cooperatives, assoctiations,

government loans, and other craedit facilitics.
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7) Promote businesslikec and efficient management of small
industrics, ¢.g. procurement of materials, sales, promotion,

accounting, advertising, etc.

8) Promote thc formation of voluntary organizations, such as

cooparatives, trade associations, ctc.

9) Advise and assist, when appropriate, in quality control

schemes.

10) Help the provincial authoritics in starting small-size rural

industrial ecstates.

11) 8uggest suitablc schemes on agro-based industrios for the

benefit of backward areas.

12) Advise the Board of Inv<stments and other agenclies concerned
not to {ssuc industrial licenscs for large industrics for tho
manufacturc of simple items, which is capable of being

manufactured by small-scale units.

In fact, the Multi-Purposc Institute should be a guide and
3 friend of small-scale industrialists in the country. The Philip-
pines consists of 7,000 islands. 80 per cent of the total pro-
ducers live in the rural areas. All the indu strial development

that has taken place in the country has becen eoncentrated in the
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Greater iManila area. Nearly 60 per cent of the factories regis-
tered in the country are found in Greator Manila.

UP ISSI {tself, being a miniature organization, is not in a
bostuon to assist pecple in backward areas, If the natural re-
Sources are to be explofted for the benefit of thce country and if
employment is to be found for a large number of unemployed and
underemployed, the UP ISSI should e¢stablish four Regional Insti-
tutes in different parts of the country. Opening a Regional

Institute is a mugt programme without which it will not be possible

to develop backward areas.

Regional Institute s

The purpose of the four Regional Institutes is to render

assistance in the solution of problems-~-technical as well as
commercial-- of cxdsting small industries as well as thosc of
new industries that may be proposcd or started. This purpose
can be realizcd based upon two main lines:
(1) Initate and carry out Investigations and surveys of
existing methods as well ag <xperimental and applied
rescarch, for promoting further development of small

industrics.
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(2) Dissemination of the methods and results thus obtained
to the existing or potential industrialists (their deputies

or skilled workers) or organizations.

The Multi-Purpose character of the UP ISSI and its Regional
Institutes of Technology wili have many advantages with regards
to education, infiormation service and the solution of complex
problems. On the other hand, cat . should be taken to ensure
that the activitics in the different departments of the Regional
Institutes do not disturb or interfere toc much with cach other.
This 1s ¢ssential espacially in the preparation of model schemes.
This must be considered in planning the localities and the organi-
zation of the Institutes. The difforent departments should be
independently orgiinized and these different departments or acti-

vitlies must be properly defined.

In India, the development of small-scale industrics is an
intograted total programme. The Development Commissioner's
office at the centre and 18 Small Industries Service Institutes in
different parts of the country have been designed to serve the

small-scale industrics.
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In order to plan, guide and implement the schemes, 7
Directors, 18 Dcputy Directors, 17 Assistant Dircctors and 50
junior technical officers have been helping the Development
Commissioner, Small-Scale Industrics at the hceadquarters, and
the government of India is spending Rs2.3 Million annually on

establishment charges of beadquarters office alone . ($1 = Rs7.50)

The UP ISSI consists of onc Director, two Assistant Directors
and 135 technical officers whosc status is below that of the Assist-
ant Directors. The expenditures of the Institute average about
P#400,000.00. For want of adequate technical officers and the
nacessary funds, the activities of the Institute has been restricted.
Except in the training ficld, its activities are not axtensive. It
cannot serve the small-scale units in any other ficlds adequately.
Due to less attractive pay scale and scope for future improve-
ment, some technical people have left the Institute. The UP ISSI
will have to be an industrial extension organization and its
affectivencss in assisting the devclopment and modernization of
small-scalc industrics depends both inthe strength and quality

of the personnel cmployed by it.

Apart from small-scale industrial units, a number of
agoncics such as municipalities, citics, 8SS, Chamber of
Commerce, ctc. are secking technical expertise and guidance

increasingly from the UP ISSI in the country. At present, for
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want of suitablc officers, the Institute is not in a position to
render any assistance in such ficlds as plastics, ccramics,
electronics, autumcbile parts manufacture, leather crafts, indus-
trial estates, and agro-basced industrics. In the interest of the
country, it is e¢sscntial that suitahble officers be appointed in.

the Institute without delay. In fact, vwhen a neod for expansion
of thce Development Commissioner, Small-Scale Industrics office
arose in India, the government readily agreed to strengthen the
department with the adequate number of staff in accordance with

the changing nceds and circumstances.

The Estimate Committec of the Indian Parliament has made
the following obscrvation rcgarding this: "Onc can hardly stress
thc importance of Small Industrics Service Institutes and Exten-
sion Centrcs in ¢nsuring quick and effective technical assistance
to small-scalc units, as ultimatcly the success or fatlure of the
industrial cxtension service of tho Development Commisstoner
for Small-Scalc Industrics will be judged by the degrec to which
such technical assistance has actually been helpful to the small
units". Finally, thc Estimate Committeo rccognized the need for
strengthening the department both in terms of its number and

quality for the cxtension of its services to a wider area.

In a similar situation, therec is a nced for strengthening the

number of technical officers at the UP ISSI. Any e¢xtra amount

P,



PART I
A. INTRODUCTION

The UNIDO rcquested the Government of India to spare my
services for thrce months, to advise and assist the Government of
the Philippincs in the formuladen .7 a comprechensive and inte-
grated development programme of assistance to small industries.
Accordingly, the Gevernment of India gave me the permission to
accept the _ffer. The Philippines also accepted my nomination.

I am grateful to the UNIDO and the Govornment of the Philippincs

for the confidence extended to mo.

In the coursc of the last three and a half months, I have
visited a cross scction uf citics, towns and villages of the
country. I gathourcd and was supplicd with information from

various sources; mueb of it, I could verify personally.

I was offcred full liborty of investigation and no attempt
was cver made te influence my dircction or to limit my choice of
additional sources. I am happy t. say that I had met with friend-
liness everywharc all the way from the small-scale entreprencurs
to cabinct mipister s 2nd with readiness for frank and open dis-

cussion of probloms :ad opportunitics.
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spent on this aspcct will be an investment for the future progress

of the Philippincs.

Strengthening the personnel of the UP ISSIL "is very" import-

ant for the following rcasonsg;--

(a)

(b)

(c)

(d)

The responsibility for providing cxtension service to the
small industrics scctor has increascd enormously since the
inception of the programme. Thus from 9, 400 units in 14£66.
thc number of additional units that have come up during the
last 6 ycars could casily be cstimated at around 3, 000.
Thus, onc could ¢xpect nearly 12, 000 to 13,000 modern

small- scalc units existing in the Philippincs today;

With the attainment of sophistication and a certain amount
of maturity by the relatively better organized scgment of
the small-scale sector, the nced for specialized services

is being felt;

New industrial opportunities are balng opencd up in certain
ficlds such as plastics, clectronics, manufacturc of auto-

mobile parts, rubber goods and agro-based industrics! and

With the incrcased tempo of industrialization in the
country, some of the technical officers of the UP ISSI have
found opportuntics for employment in large industrial under-

takings and other agencies.
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It is clear from the above, that the personnel £ the Institute
has to be strengthened by the recruitment of additional staff and
also by dueveloping new expertise to meet the emerging nceds of
small industrics. It will be desirablc for the technical officers
of cach division not only to give technical advice to cntreprencurs
who may come to the Institute, but alsc to visit workshops and
factorics in their arcas for giving on-the- spot technical assist-
ance and guidancc and puersonally demonstrating the correction of
defects which may b brought to their notice in connection with

the procassces of production.

It is also nceessary to clevate the status and amoluments
of various types of perscnnel not only to attract competent people
to serve the Institute but also to rctain them. It may be men-
tioncd in passing that one o the reasons why some of the highly
expurienced technical officers leave the organizadon in thc past
has becn the somewhat unattractive cmoluments offered to them.
Thercfore, the scales of pay offered to the various grades of

officars in the Institute have to be revised.

The upward revision of scales will provide an incentive to
the officers to put in thelr best and this will in turn inspire con-
fidence among the clicnts of the extension scrvice. If this
happens, the system of charging fues for service rendered can

alsc be introduced at an carly datc. Froe services may be
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continued till the end of 1975, after which rcasonable charges
may be recovered for the small-scalo units {or the sorvices ren-

dered by tcchnical officers.

The junior staff members who are mostly in the technical
cadre of the UP ISSI, shoulder heavy rospensibility in rendoering
Industrial Extconsion Scrvice and in a way hu/she forms the back-
bonc of the Institute. Though some of the junior officers arc
competent and qualified, they often de not cvoke the required
rcspect from the small indusirialists, becausc tho very designa-
tion they hold makes them low in the cyes of the entrepreneurs.,
His/her suggestions for improvement in tochnol>gy as well as
management are gsometimes not valued or clse takcn lightly.
While collecting information--cconomic and statistical--thesc
officers also do not get sufficient response from the industriali sts.
The present title of junicr technical officers itsolf is unlikcly to
attract thc best candidates or Inspire confidence in thosc served.
It i8 thercfore suggested that the present nomonclature of officars
below the assistant dircctors be changed intu "Industrial Promo-

tion Officers .

Staff of the Regjonal Institutys

Two or four Regional Institutes tc be started should cach

have a Director, sne Deputy Director, 6 Assistant Dircctors
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(Expert in different tradcs) assisted by junior tachnical and admi-
nistrativc staff. Since Rcgional Institutes are going to be csta-
blished in less developed arcas, the technical assistance should
be available on-the-spot. This alonc will inspire the local
people to come forward in starting industries. Peoplc in rural
arcas will not be happy to wait for scveral months to get a reply
to their request from Manila or Quegon City. If thore is a Reglon-
al Office with qualified officers, partles will make it a point to

visit them pearsonally.

By way of illustration, it may bc pointed out that in India,
18 full-fledged Small Industries Service Institutes and 64 Exten-
sion Centres arc sorvicing the small-scale industrialists through-
out thc country including backward regions. Each Regional
Institute consists of on¢ Director, 7 Deputy Directors, 20 Regiet~
ant Dircctors and 25 junior officers in different trades. During
1970-1971, the Government of India spent Rg20 Million
(81 = Rs7.50) on cstablishment charges of thesc 18 Regional
Institutcs and 64 Extension Centrcs. In addition, each Provincial
Government also has sct up a suitable agency with se#ficient

expanditure to scrve the cause of small-scale industrics.
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Since a sufficient number of technical small industrics had
been sct up with considerable expenditure in India, the small-

scale scctor has grown considerably during the last few years.

The total number of medern small-scale industrics which
ware 36, 000 in number has grown to 200,000 by the end of 1970,
Small-scale units in India have provided employment to about
7 million people throughout the country and they have contributed

35% of the total industrial goods produced in the land.

With spccial cofforts and additional money spent, many
other developing countrics are bound to producc cxtra results by
way of providing job opportunitics for people in the less developed

arcas and also in producing large number of consumgr items.

Executtve Diroctor

In order to kecp pace with the increasing tempo of develop-
mental activities in thc country and to manage full-fledged four
Regional Small Industry Institutcs, as well as to have effective
laison with various ministrics and national organizations, it will
b¢ necessary to upgrade the present post of the Director of the
UP ISHA into Exccutive Director. The Executive Director should
have maximum authority in managing thc central institute, the

four Regional Institutes as well as any Extcnsion Centre to be

opened in the ncar futurc.,
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Recomm.ndations

The extension service of the present UP-iS31 needs strength-
ening both in terms of nu:nber and in quality. There is an
urgent neaed to convert the present Institute into a multi-

purposc institute of tcchnology.

In view of changis in tcchnology and sophistication, there
is a need to appoint competent officers in the ficlds of:=-
electronics, plastics, agro-based industrics, manufacture

of automobilc parts, rubber-based industries, etc,

The upward revision of scales will providc an incentive to
the officers to put in thair best and this in turn will inspire

confidence among the users of the extension service,

The system of charging foes for services rendered can be

introduced from 1975 onward,

The nomenclature of the technical personncl, below the
rank of Assistant Dircctors, needs to be changad into

"Industrial Promotions Cfficers®.

Out of four Regional Institutes suggested to be started in
the country, at lcast two, t.e,, one in the ilorth and the
other in the South of the Philippines havc to be established

immediately.
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7. All that has been described about the services of the
Regional Institutes will, of coursc, take time to establish
and put into full operation. Howcver, it is not nccessary
to walit until all buildings, equipment and personnel are
ready beforc taking actior. Much can and should be done
immediately by the recruitment of a Director and a nucleus

to assist him.

8. In order to look after the expanded central office and four
Regional Institutcs and to keep effective liaison with
bankcrs, various departments and ower national and region-
al bodics, the post of the Dircctor (UP ISSI) has to be up-

graded to that of Executive Director with adequate powers.

9. UNIDO's Assistance
The development of modern small-scale industrics in
the Philippines depends mostly on the proper set-up and
functioning of central and rcgional institutes in the country.
If a proper organizational sct-up starts functioning then it
will be casier to facilitate the growth of small-scale

industrics in the country.

With a vicw of working out details of cach extension
sarvice, cquipment, recruitment of persons. the nature of extan-

sion scrvice in the regions, and other types of assistance, it
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their funds. Indusuial Estaces nced not bo big ones. To start
with at a total cost ¢f B2 million, thc SSS may construct 4 or §
small Industrial Estates in differont regions. Each estate nead
not occupy more than 4 or 5 hectares and only 20 or 30 small
sheds may be constructed to be given out on rental basis. Rent
to be charged should be on "no profit, ng logs basgis". In fact,
such small Industrial Estates may bc constructed in a number of
cities, including the greater Manila arca. Investment in such
a project will give them ample protection and at the samc timc
the 888 will have the satisfaction of making factory working
place availablc to middle class people on a reasonable rent

basis, which itsclf will be a form of "social service".

Regarding loans given to small-scale units, it is felt that
with the available rules and restrictions, the SSS cannot play its
role wall and therefore it is bettar if it gives up this type of

activity.

VP 1881 Rolo

Loan applications received from the 888 are forwarded to
the UP ISSI for ovaluation. The UP ISSI takes nearly 2 or 3 months
to prepare a projuct report. Since any loan given to a unit has to
provide collateral, the Institute concentrates deeply on balangs

sheet and cash flow, rather than upon the technical soundness of




the schume. For a loan application of 100, 000, the UP ISSI
normally prepares a 30 to 40 pages detailed pioject report. While
going through somc of these reports, one gets the idea that
enough tiinc has been devoted in the Ppreparation of such studics.,
No wonder it takes 2 or 3 months to prepare cach projeet report
in view of the limited number of personnel in the Institute.
Project reporte prepared are ton detalled and if the tempo of
sanctioning ioan applications wore to be intensified, then the
project reports have to be simplificd. Every year the UP ISSI is
preparing an average number of 22 Projoct Reports of small- scale
units. Compared with the 18 Indian Small Scale Industry Service
Institute vnits in the completion of technical appraisal, this is

small for the SISI averages about 2,500 cases per year.

Sincc the UP ISSI is a service organization, it is meant to
help small-scalc units, therefore, it should not accept a 2%
intercst on loans as service charge. At the developing stage,
at lcast during the noxt § ycars, the UP ISSI should render froe
sarvice to small enterpriscs cspecially by recommending loan

applications to banks.

Weork Deone by the Development Bapk k of the Philippines

The Development Bank of the Philippines is a government

bank. Along with the Social Security System, it also wants to




help the small-scale scctor. For handicrafts and cottage indus-
trics, the bank is helping pcoplc by providing them loans at
low rates of interest. Fir small-scalc industries, the bank
oharges a 12% intcrest. Unlcss the small unit givcs an adequate
sccurity, they cannot obtain loans from this bank. The DBP has
glven considerable financial assistance to large-scale industrics
in the past rathor than to small-scale units. Loans given during

1970-1971 may be scon as under:

No.ofupits  Amount

P5,000 and below 69 P 201,750.00

PS5, 000 to #10, 000 16,400.00

10,000 to B20,000
P20, 000 to 50,000

P50, 000 to #100, 000

31,000.00
75,000.00

70,000.00

Over P100,000. 00 9

—32.921,502.00

TOTAL 85 #33,315,652.00

From the abovc figures of 1oans sanctioned, it could be scen that
practically all the amount (more than #33 million) has gone to the
large-scale units, whoreas only 0.3 million has gone to handi-
crafts, cottagec industries and modern small-scale industrics put

together.
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In recent years, thc ZBF has told its branches to conduct
surveys in different regionc as to help the development of indus-
tries, In two or threce region:, a good start has becon made. 1If
the DBP still sticks to the concervative tdea of 5iving loans to
small-scale industrics on collateral, then the bank can give very
little help to the development of small=scale tndustrics tn the
country., Being a government bank, the DBP shoulc play a vital
role in the development of amall-scale industries which tnvolves
taking a more reasonable risk in helping the small-scale sector,
It should also shift its intercst from security tc "development®,
Sincc the DBP is managins a railway, in the samc way it should
invest at least a few million pesos in constructing small-size
industrial estates thereby promoting small industrics. Such indus-
trial estates may be startcd in different cities, where there are
development potentials.

At present, branch managcrs have the power to sanction
loans up to 5,000 without thc case being referred to the head

office for approval., A small industry can get little benefit out of

this meager amount of 1 5,900, If a bank manager could be trusted

to sanction loans up to ¥ 5,330, then there is no reason why they
arc not allowed to grant loans up to ¥25,000 depending on the
merit of the case and the busincss party. If such power is not

given to bank managcrs, then the development of small industrics
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in the ragions cannot be achicved for many years to come. The
branch managcr must be made to change their waditional habit of
playing a “safe” role in giving loans. In order to develop the
backward arcas thcereby serving the people and utilizing locally
available raw maturials, thcey should be tasked to function as
"Develcpment Officers” for which they should be given orient-
ation trainings to carry out new dutics. The ability of the branch
manager should be judged by the number of units he was able to
help and his futurc programme for the promoticn of such units.

It 1s necessary in the develeping countrics that banks should

play a helpful rolc,

Rural Banks (Contral Bank)

Therc arc 532 rural banks in the Philinpines. Thesc banks
are doing more in giving agricultural loans than helping small-
scalc industrics. According to the cxisting rule which came into
existence in 1952, a rural bank cannot sanction loans more than
P25,000 to a small-scalc unit. It may bc alright when the moncy
value was higher in 1952, but since then things have changed and
tho value of moncy has gone down. It is high time, therefore,
for the rural banks to reconsider this and to increasc the limit of
loans from B25,000 to 100, 000 to suit the present situation,
The number of industrial lcans given in rural arcas by the rural

banks in thc year 1968 to 1969 went down to 156 as compared
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to the previous ycars, whercas agricultural loans were incroascd

to 787.

m a} Ba

Out of all the commcrcial banks in the country, one
foreign bank has been found tc be doing real good work for small-
scale industrics. It grants loans based on performance rather
than sticks to the rule of “collateral . This helpful attitude has
helped many small units in getting their loans ffor expansion or
factory modernization) sanotioned. This in turn lcads them tc a

higher rate of production.

With thc improvement brought about in agriculture, the
banks arc ablc tc obtain a higher amount by way of regional depo-
sits, which in turn arc invested in grcater Manila. If the deposits
raisced from the rural arcas ore ot invested in projects within the
same arca, then it cannot be considered that the bank is doing
any justicc to the backward places. The Government of the
Philippines should give dircctions to 211 commorcidl banks in the
country to fulfill their role effoctively particularly in re sorving
10 to 15 per cent of their funds in giving loans to small-scalc
units. Small units arc going to play an important role in build-
ing up the cconomy in rural arcas and as such there 18 no reason

why commecrcial banks does not take interest in this work by
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themsclves. The Prestdent of the Bankers Association of the
Philippines informed that with the help cf 40 commercial banks,

it will be possible for them to carmark 220 million for giving cut
loans to the small-scale sector. In order to utilize this now
sourcc of funds, thc UP ISSI and the other government departments
should give advice to the commercial banks about the types of
modern small-scalc units that could b developed in cach region.
Seminars may bc arranged to cnlighten the branch managers and

inform thcm about thesce new programmes.

Finance is a key factor in the development of small-scale
industrics. There is no priority assigned to this aspect in the
Philippincs. In most of the small-scalc units visited, real fin-
ancc did not scem tc exist at all. The trend noticed during the
investigation is the severc lack of capital as wcll as of credit
facilitics. Although importance has been given for industrial
development in the regions, the state has nct yet ensurad the
required flow of institutional finance to the small-scale scctor
by fixing targcets of long term and short torm finance to be madoe
avallablc by the oxisting financial institutions. It is unfortunate
that all along large-scale industrics have been getting a lot of
major assistancc from the banks although the banks arc getting

their deposits from rural arcas.
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Agglstance Rendured in Other Countrics

In advanced countrics ke Japan and U .S .A. financial
institutions, particularly thosc created to financc the small-scalc
scctor, arc sponsorcd and supported adcquately by the govern-

ment.

2 Sma apa

The Small Business Finance Ccrporation in Japan was sct
up in 1953 as a govurnment fully-owned specialized institution
for mceting the long turm financial noeds of small industrics in
that country. Thu neud for this institution arose from the fecling
that thc small untorpriscs were victims of discriminatory practicus
by thc banking institutions in vicw of the former's infcrior status
in management structurc and practice. Even though a substantial
amount of funds required by the small-scale scctor has been pro-
vided for mainly by commercial banks and private financial insti-
tations exclusively for the bencfit of small industrics (both togo-
thar accounted for as much as 94.9 pur centof loans madce to
small industry) and government 1oans accounted for only 5.1 por
cent for purposcs of modernization and mechanization, funds
ware not available to the small-scale scctor from the normal
institutional sources. Before the ostablishment of the Small

Busincss Finance Corporation, only 17.5 per cent of the loans
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provided by banking and financial institutions for the purchasc of
cquipment went to the small-scale scctor. The Japancse Guvern-
ment assumed this policy for the following reasons: (a) in ordor
to cnablc small industrics to keep pace with the rapid cconomic
development that was taking place and to modurnizc themsclves,
(b) to reduce the gap between the large and small- scalc industrics
with regards tc total value of fixed asscts and tho valuc added por
worker, and (c) to vnlarge the flow of institutional finance for
mecting long term requircments in order te develop a corporation

designed tc specialize in long torm lending.

At the end of March 1971, the corporations' loans outstand-
ing t¢ small industrics amounted to about $2, 538 million, 48 per
cent of which accountud for the dircet loans while 56 per cent

went to ageney loans.

The standard intorest ratc is 8. 2 per cont. In the head
office of the corporation, therc arc 13 departments. As of March
31, 1971 the total organization included 37 branch offices and 7
detached offices with about 1, 750 employees working undor these
offices. The corporation has concluded the contracts made with
834 private financial institutions for cntrusting its agency loan

busincss.
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Thc small busincss in Japan has playcd an important rolc

in the expansion »f the Japancsc cconomy.

Somc of the principal types of loans made by the corporation

are as follows:

a'

Specializcd machinery loan particularly to assist the
machinc tool industry.

8pceialized small business cxport promotion loan.
This is given to finance thc purchasc of cquipment by
industrics designated by law which have obtained a
year's cxport contract for thedr products undoer which
20 per cont of thoir sales must be dirccted to the
cxport markot,

Ordinary small business axport promotion 1oan. This
is givon to small industrics to cnablc them to axport
at lcast 20 per cent of their production.

8mall busincss settlement lcan. This is given to help
industry organizc production.

8mall busincss modernization accuelarating loan -
mcant t> facilitate the necessary moderization of

industrial equipment of small onterprises.
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would be highly helpful 1f UNIDO provides the sorvicoes of a
"8mall 8cale Industries Development Export” for a period of 2
years. The cxpert should have considerable expericnce in
satting-up and running central and regional small industrics
scrvice institutes and extension conters. Two fellowships may
be sanctioncd by UNIDO for a puriod of 3 to 6 months to 2 senior
officers of UP ISSI to study and gain experience on organized
sot-up avallablc in the ficld of small-scale industrics, at

U. 8. A., Japan, and India. One of the officers thus sent for
such a training to foreign countrics should be appointed as
number two top officer in the central organization (UP 188I) upon

his return.
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In the U.S.a., the Small 3usincss Investment Act of 1958,
as amcnded laid down that "the Small Busincss Administration
(SBA) could supply half of the total capital (of 2 small Busincss
Investment Company) by purchasing 20 years, S pur cent deben-
turcs of 'the SBA. The SBA was authorized to match the private
capital of the company under this provision up to 2 maximum of
$700,000. In addition, thc SBA can also lsan opcerating funds to
an 8SBIC cqual to its private capital subjcct to a celling of $4
million for 15 years at 5 1/2 per cent. An SBIC can also borrow

from othar scurces subject to cortain imitations.

Financc is such a key factor in the development of small-
scalc tndustrics that a very high priority has been accorded to
it in India and a spucial scheme for making institutional credit
availablc to small-scale units on a liberal basis has been adopted
by the Statu Bank of India at the recommendation of the Govern-
ment. The State Bank of India is at prescnt opurating the liberal-
fzcd credit scheme to make short-turm and medium-term loans
available to small-scale industrics. The procedures have been

liberalized to cnable the Bank to cxtend credit facilities to

small-scalc industrialists against pledge of raw materials and/
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or finished or scmi~finishcd guods cither undoer lock and key or
the factory type vasis. In appropriate casces, advances arce also
madcu against gouds in stransit. Cluan advances are also granted
against guarantees of suitable perscns. The State Bank of India
also providus medium=-term loans for 2 period of three to ten years
to small-scaic enterprises for extension 1nd renovation of factory
ouildings and purchasc of machinery and plant. The Bank also
provides instollment credit loans for obtaining movable cquipment’

to be purchascd.

The rate of interest charged by Indian Banks to small-scale
units varics with the type of accommodation between 7 1/2 and

8 3/4 per cont.

Apart from the Statc Bank of India, commarcial banks arc
alsv extending loans to small-scale industrics. The Government
of India has been forced to introduce social congrol over banks
80 as to make them fall in lince with the policy of the Government
to extend liberal crodit to the sectors of economic activity
including small-scalc industrics which descrve priority of con-
sideration not only from the economic but also the social point
of view. It is hoped that the advances to be given by the com-
mercial banks will increasc substantially in view of the empha-

sis on the grant of institutional credit to the small-scale indus-

trics and rclated scetors.  For providing medium and long-term
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financing to medium and small-scale sectors there is a separate
agency in each State (Governorate) known as the State Financial
Corporation. Such corporations advance loans to small-scale
industries from Rs25,000 to Rsl, 000, 000 against pledge of assets

including those created out of the loans.

Credit Guarantee Scheme

The Government of India introduced a Credit Guarantee
Scheme which came into force in July 1360, with the objective of
enlarging the supply of institutional credit to small-scale units
by ensuring a degree of protection to lending institutions against
possible losses with respect to their advances. The Scheme pro-
vides for sharing such losses between the lending institutions
and the Government of India, subject to the condition that the
maximum amount recoverable against the guarantee with respect
to any one advance will not excc2d Rs 7 million in the case of
term loans. The maximum compensation available from the gua-
rantee organization is 75%, amount guaranteed or the amount out=-
standing whichever is less, Applications for guarantees can be
made before or after sanctioning an /advance. In the first instance,
the guarantee is valid for one year. The total duration, however,
must not exceed ten years from the cdate when the guarantee was

first availed of. The administration of the Soheme has been en-

trusted to the Reserve Bank of India. The working of the Scheme
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has been simplified recently by waiving the condition of submis-
sion of financial statements of thce borrowing concerns if the aggre-
gate amount of the guarantec sought with respect to any one unit
does not exceed Rs50,000 ($§1 = Rs7.50). It may be added that
although the guarantec facilities have been availed of very liberally
by the lending institutions, the loss incurred by the Government

of India duc to loans has been marginal and on the average, does

not exceaed 3% of the total amount guaranteced under the Seheme.

cpnto Small- > Indu cs in

Through Statc Aid to Industrics
Act Operated by the Provincial
Governments

Commercial Banks

State Banks of India and its
Subsidiaries

Statc Pinance Corporations 393.4

TOTAL 2,635.7 million

In order to get more financial help from commercial banks
to small-scale units, the Government ¢f India introduced "Social
Contrnl over Cormmercial Ranke " and as to how such a social

control worked in India, maybe scen in Appendix B.
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Recommenpdations

The present cconomic difficultics of the small-scale sector
in the Phiiippines are such that very strong cffort is necded
if bencficial results are to be achieved. With the objective
of cnlarging the supply of institutional credit to small-scale
units by ¢nsuring a degree of protection to lending institu-
tions against possible losses with respect to their advances,
the Government of the Philippines may introduce the "Credit

Guarantce Scheme” as instituted in India.

Government and Commercial Banks should delegate more
authority to branch offices to grant loans to small businesses
up to B25,000 in each case. Local advisory boards in other
countrics have proven this to be very useful in order to gain
better communication betwecn banks and local industry and
trade. Itis in the intorcst of both banks and customers

that these communications should become closer, and that
the banks should have thorough knowledge of persons and

enterprises in their secctor of small business.

In Japan, the bank rate for small business is 8%. In India

it vartes from 7 to 8 3/4 per cent depending on the type of

loan given. The present practice in the Philippines of 12
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per cent together with another extra 2 per cent for the
insurance, etc. is too much. It is suggested that the pro-
sent bank rate directed to small-scale units be reduced to

8 per cent.

For giving technical appraisal of loan applications to banks,
the UP ISSI should render free service, and it should not
get 2 per canut commission fiom the banks or from the res-
pective parties for at least the next 5 years. The security
of cach application should be limited to a period of ons

month.

With the present rules and regulations, the Social Security
S8ystem (8SS) is not in a position to render any useful help
to small-scale units. It is suggested that in the future it
should stop sanctioning loans to small-scale units. On
the other hand, with the funds available, the SSS may start
constructing small-sized Industrial Estates for provincial

needs of small industrics.

If the banks do not have their own technical persons, then
they should accept the advice given by the UP 1SS8I on

technical mattaers.

For the modernization of existing small-scale industries

and for suppiying imported and indigenous machines to new
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entreprenews, a separate small-scale industrics corporation
based on the Indian Modal may be cstablished by the
Government of the Philippines with the government guaran-
tee that the ccrpc;ration may negotiate with foreign banks

for getting long~term credit, thereby supplying imported
machinery out of such loans securcd. This systcm is prac-

ticed in India.

Govcrnment banks and commercial banks may make it a
Point to invest at least 10 to 12% of their funds in providing
long and short-term credit to small-scale industrics. For
this purposc, they should prepare a programme and the

achievement should be watched.

The National Economic Council may constitute a Btanding
Committec on credit to the small-scale scctor. The mem-
bership should include representatives from government and
leading commercial banks, the Chamber of Commerce plus
the addition of a few private small-scale industries to
review the work done by the banks as well as to suggest

various improvements for the credit system,

Periodical seminars may be arranged by the UP ISSI to brief
the branch managers on various aspects of small-scale

industries.
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CHAPTER IV

ECONOMIC INVESTIG:1ICN AND
ECON 5iaIC INFORMATI UL SERVICE

The small-scale entrepreneur in the Philippines doas not
know enough abuut what, where, and how to produce. He needs
guidance in ch . »sing prcfitable lincs f production and in asscss-
ing ralative procnocts of different industries or of o particular
industry at different locations. I racr to decide for himself the
scope for mure sirall plants in a sarticular industry, he has to
know the pattern ~f existing and fuiare dcmand, the present pro-
duction capacity, and actual producdd on itself. He must dectde
on 2 guitable licailon for an indusiry considering various factors
such as factory shed, availability .7 =aw matoerials, power, trained

labor, accessibility to market, otc.

Alth ~gh inad.quatcly cquipoed + maet these dcmands, the
UP ISSI is duiag its best to the cause . this country's progress.
But in order t= d* full justice on th.se ncods, the UP ISSI must
have an Ecun: mic Investigation Distsi~n with a team of econo-
mists, wh. should conduct variuc tyses of surveys to guide the
entrepreneurs {n chosing suitable fndustries and their location,
They should als:: carry out surveys :n distribution of aids to

guide the ontreprencurs in marketin- thelr products, and conduct

feasibility studics t- provide guidance for getting optimum profit. The
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Economic Division should carry out the following types of surveys:
1) Area Surveys

2) Industry Surveys and Preparation of Industry Prospect Sheets.
3) Distribution Aid Surveys

4) Feasibility Studies

The Institute has been receiving repeated requests from
Governors, Mayors, Congressmen, Senators, Banks and the
general public to carry out area surveys as well as seeking

vambus information on production, financing, marketing, etc.

The work turncd cut by the UP-ISSI may bz seen in tho

following tables:

SUMMARY OF LCA COURSES CONDUCTED
For the year 1970-1971

Description Period Covered No, of Participants No. of Projects
First LCA Course Feb, 2-April no projects
27, 1970 12 required
Second LCA Course June 15 to
August 28,1970 16 14
LCA For ECAFE Sept.7-30,1970 6 no projects
required
Third LCA Course Jan.4-March 12,
1971 17 7
Special Summar
Course on LCA May 7-31,1971 9 S
! Fourth LCA Course Oct. 1l to $
December 17,1971 16 15

TOTAL rd ] 41
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REPORTS/STUDIES
| Development for tives' Courge

Fieldwork Project Status Devt. Area Literature

Reports  Feasi- Reports Plans Reports Research Total

bility
—— Studigs
First Course 2 5 0 1 1 0 9
Second Course 6 3 6 2 2 0 19
Third Course 13 0 0 0 2 13 28
TOTAL 56
REPORTS /STUDIES
Management Consultancy Courge

Fieldwork Literature Industry
_Reports Research Swrvey — Total

First Course 32 17 0 49
Second Course 38 26 0 64
Third Course 23 12 0 35
Fourth Course 13 18 0 33
Fifth Course 19 19 0 38
8ixth Course 15 0 6 21

TOTAL 2490

Out of the surveys conducted so far by the participants in
the RIDE Couses, one would like to point out the high standard
and quality that was maintained in the following reports:

1) Survey Revort of the Municipality of Imus

2) Survey Report of l.anao del Sur

However, the other survey renorta were not in denth and lacked

suggestions as to the types of industries that could be set up
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CHAPTER III

{ ANC,

The two major prublems of small-scale industrics--Crodit
and Finance--together form a vast complex of other problems.
For the prcblems regarding materiais, production, quality contrel,
marketing, ctc. demand 'money and credit facilitics. Thesc two
sets of problems have to be tackled as a part of the whole pro-
gramme. For without proper finance, there will be no cfficient
planning in such matters as the purchase of materials, production,
distribution and markecting. It has therefore, baen recognized
that finance is onc cf the major factors of inputs contributing to
the progress of the busincss and industry, in this particular case,

the small-scalc industries.

Whilc investigating the problems of small industrialists in
the different parts of the Philippincs, complaints about the lack
of finance ware heard quitc often as the first and foremost pro-
blem in this suctor. To illustrate thoe financlal difficulties felt
by small units in the Philippines, the following instances are

mentioned:
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with the available resources and existing facilities necessary to

start an industry.

In additicn tc the efforts that are being made by the UP-I88I,
the Departinent <f Commerce and Industry has set up a Small-
Scale Industries Unit in 1971 tc carry ut services of provincial
surveys. Sc far, they have completed 3 surveys in the country.
The objectives cf such studies arc:-

a) Tc identify mediumn and small-scale industries with expcrt
notentialsand assists them in thc establishment cf fopeign
garkets fcr their products;

b) To assist small-scale industry propcnents in securing
financing fcr their orcjects and prepare promctional mcasures
worthy cof consideration in enhancing the growth ¢f medium
and smali-scale enternrises;

c) Tc identify industries best suited for medium and small-
scale production sc as tc give lead and direction to poten-
tial entrepreneurs. Frcm this, the cffice can endeavor to
conduct industry surveys and prepare a directory cf existing
medium and small-scale industries;

d) Tc bring to the attenticn of the medium and ‘

small-scalc sectors esnecially those cutside the }anila

arca and {ts surrounding provinces, the availability of

(
assistance and programmes of the government and soacialized !
l
|
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UN agencies;

e) To assist the medium and small-scale industries in putting
up cooperatives for the sole purpose of stabilizing their
operations and finances: and

f) To see to it that small-scale industries are advised and pro-

perly represented in International Fairs and Expositions.

opomic Surveys

The Philivpines consists of 66 provinces, 63 cities, 1,375
municipalities and 30 marginal districts. The survey work done
is negligible. When the financial resources are limited and the
expertise needed tc conduct surveys are meager, it is suggested
that the Department of Commerce and Industry may transfer the
Economic Survey Division to UP-ISSI or at least may give up the
idea of coordinating surveys separately, so that with a given
additional financial assistance, the Institute could set up a full-
fledged Economic Investigation Division with a number of econo-

mists to carry out surveys in the nrovinces.

With a view to utilize the available raw materials and man
power to the maximum benefit of the country and at the same time

to provide employment to a large number of people in the indus-

early as possible. The importance of area survey needs no

|
trially backward rural areas these surveys must be conducted as ‘
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further emphasis in view of the policy of the Government of the
Philippines to develop industrially backward areas. Area survey
is the best method of finding out the means of utilizing the raw

materias and thereby solving the problem of unemployment.

The scope of an area survey may vary according to the
objectives and purposes in view. Similarly, the area selected
for the survey may vary from cne village tc a district or a group
of districts or the prcvince. Keeping in mind the present programme
of small-scale industries development in the country, the follow-
ing three types of area surveys are suggested:-

1) Regular area surveys

2) Area surveys fcr development

3) Special or ad-hoc area surveys

Beqular Areo Surveys: -

These surveys should form the major part of the regu-

lar work of the Eccnomic Investigation Division of the
UP-I88I, the cbjective cf which is to assess the industrial
potentialities cf the prcvince and to suggest the relative

priorities for diffetent development npossibilities .

Area Survey for Intonsjve Development
Though there is a difference from the practical point of
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view in actual methcdolcgy, there is only little difference
between the regular area surveys and the area surveys fcr
intensive developicent. The latter, however, focuses its
attention :n intensive develupment cf an area even after

starting an industry cr two, In that sense, it beccmes a

continucus process.

Special Ad-Hcc Surveys:-

The necessity fcr these surveys may arise due to some
special problems facing the particular area cr for implemen-
tation of some other scheme in a selected area. An area
survey conducted in places where immediate rehabilitation
work has tc be carried out can serve as aﬁ example.
Another would be the propcsed develooment ¢f an Industrial
Estate or Industrial Extension Centre, In such cases, the
extent of the area is marked for the develooment of existing
or new industries appear tu be the same with slightly more

emphasis on the main cbjective.

While sclecting an area fcr regular surveys or for inten-
sive develcpment, some attention should be given to its
economic potentiality for development., The Economic Inves-

tigation Division cf the UP-ISSI may assist in the prelimi-

nary 8selection of the areas in order to ensure that the area
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selected is economically viable. In some cases, it might
be necessary to widen these selected places to include

principal markets in the regicn.

Time Required to Complete Area Surveys

The time required will depend primarily on the extent of the
area to be covered and the objectives in view. The survey of
a province generally requires the collottion cof data fcr its re-
sources, economic facilities, demand and supply pcsition of the
existing industries. Tc carry out a provincial survey within a
reasonable time, cone economist assisted by two economic promo-
tion officers are absclutely necessary. It will take about 2 weeks
for fieldwork and another 3 weeks for analysis of the data and
report writing. The time required for special ad-hoc area surveys

will vary according to requirements.

Industry Survey
The UP-ISSI has carried cut a few industry surveys. The

Survey of Car Parts Manufacturers has brought out many of the

difficulties faced by the small units., These are:

a) In view of the dollar allocation, steel sheets and chemicals
cannot be imported freely;

b) The entrance of jeep parts as surplus goods:

c) Loans from financing institutions are either difficult to
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obtain or take a long time for ar>cessing;

(d  Tariff dutics imposed in raw materials are sometimes higher
than tariff duties on finished products so that local gocds
cost morc than the imported nes.

For instance, imperted raw materials such as brass
and copper strips for radiators have a duty rate of 20% as
against the 10% duty imp-osed on the imported finished pro-
duct. Similarly, in the case of pistons and bearings the
prices of the local product arc 10 to 20% higher than the
imported ones, because the imported raw materials used in
their production are heavily taxed while at the sama time
the job order values are low; and |

(e} The capital is inaduquate to finance present operations and

expansion of project.

Another interesting information revealed through this survey
is that 607 cf the units engaged in Car Parts Manufacturing arc
employing betwecn 20 to 40 workers in cach unit. This reveals
how thc modern small-scale industrics arc capable of producing
job opportunitics aven in the manufacture of sophisticated parts

and components.

[ Ihe Industry Progpoct Shoots

The Industry Prospect Sheat covers tn quick fashion such as-

pects which only pertain to the prospects of the industry. These surveys |




are necessary for entrepreneurs and govenment policy makers
who have to make decisions on the concerned industry. In India,
the Vevelopment Commiseioner, Small-Scale Industries has so
far prepared 106 outlook reports, and 298 Prospect Sheets on
industries. These cover a wide range of industries and yield a
mine of information about the problcms and prospects of these

industries.

Market Syrveys

This service will have to be elaborately dealt with by
UP-ISSI. The types of market surveys which may be conducted
are: (1) distribution Aid-Surveys; (2) Ad-hoc inquiries in market;
and (3) Regional Market Surveys, The first one must be exclusive-
ly conducted for a small industrialist at a nominal charge; the
second type of surveys are intended for a wider clientele con-
sisting of entrepreneurs, industries associations and government
agencies; and the third pertains to the industry and the region,
and is not meant to cater to a particular group or brand as in the

case of the earlier types.

Feasibility Studigs

The UP-ISSI may start this type of work as this will be an

extension service to the small-scale sector. Feasibility studies,

as the very name indicates, study the feasibility of starting the




manufacture of items on rinall-scale or expand production of a
particular item to the prospective industrialist. This study
enables him to take an investment decision. The survey analyses
the availability of raw materials, skills, capital markets , etc,
To determine the most suitable scale of operation and the size
of the unit, considering the market and resource position, The
study also helps to work out the economies of production and
the expected return of the venture, along with the break-even
analysis,
INFORMATION SERVICE FOR
SMALL-SCALE INDUSTRIES
Although there is no separate soction for information,
though there is no separate section for this serviees in the
UP-ISSI, still they make earnest effort to serve the people in
a limited way. During 1970 and 1971, it has received 297 mail
inquiries from various parts of the country and 315 persons

called at the head office to get information on various aspects.

The UP-ISSI makes the effort to supply the client with the

required information within the least possible time. However,
on important technical matters, efforts must be made to collect
information from both inside and outside the country to help

entrepreneurs, Informations, thus, furnished should be




related to the prospective industries, existing industry positions,
markets in the area, skills available and list of other prospective
industries in the area to help an industrialist select an appropriate
line of manufacture. Ee should also bc supplied technical schemes
and basic information on management. An existing industrialist is
given assistance to find out the competitive positions of his indus-
try and markets and i8 sometimes helped to diversify his line.
Market intelligence made available to him is of utmost importance.
This service should also collect and furnish information on an
ad-hoc basis on particular aspects of production, invesment,
employment, and market for a specific industry upon request.

In India, this service attached to the Development Commissioner,
8mall-Scale Industries handles about 2,500 to 30, 000 such in-
quiries annually. Helping persons who come from different walks
of life to acquaint with small industry vocation and select an
appropriate line of manufature is of crucial importance in mould-

ing enlightened entrepreneurs.

Bublicity and Public Relations

It i8 very essential to have, as part of the development

effort, an aggressive and effective programme for acquainting the
existing and prospective entrepreneurs with the scope for the
differert lines of production, the facilities available, etc. As

in the case of technical consultancy service, the public relations
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drive has been gaining momentum from ycar to year The publi-

cations must be widely circulated tiiroughout the country.

Small Industry Journal

During the last 3 years, the UP ISSI has been bringing out
a quarterly Small Industry Journal and distributing them freely
among the members who have registered with the Institute and
other agencics concerned. The number of small units who have
registered with the Institute, being s small, full benefit of the
journal is not availed of a large number of small-scalc units.
The content of the journal includes speclal features and articles
on the developr;lental activities in the fleld of small-scale indus~-
tries, and highlights the government policies and facilities offered
to small-scale units from time to time. In view of the growing
requirements for information by the small-scale scctor, it has
now become necessary to enlarge the size of the journal and also
to publish monthly rather than quarterly. A regular editorial staff

has to be appuinted.

The technical officers should dcliver lectures on radios and

should appear on T. V. for the bencfit of a large number of people.

In Delhi, cevery Sunday, between 4:00 to 5:00 p.m., T.V. station
arranges a special programme for the bencfit of small-scale indus-

trialists. The UP ISSI may carry on ncegotiations with any T. V.,
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An enterprising young Filipino started the manufacturc of
dupe buggys and ssorts cars in 1964. To start with, hc was
manufacturing only a few items while he purchasued the rost
from tho othor indigen.us manufacturing firms. The buggys
and spoets cars were then assembled in his factory. As
years went by, he increascd the manufacture »f components
in his small plant. Whon the unit went into production,

the sum of P150, 000 was invested in the purchase of equip-
ment and machinery. Work was started in a rented building
in Manila. In the beginning, only 2 tachnical and § non-
tachnical persons were employed. 3y dent of hard work,
the unit was able to manufacture 24 fully assembled buggys
and sports cars. Following this, the factory also got 14
skilled and 15 contract labuur. It may be noticed that
during the coursc of 5 ycars, the unit increased the labour
force frem 7 to 29 all with a capital investment of #150, 000,
in 2 modern small-scalc unit. While examining the per«
formance of thc car, it was found quitc satisfactory with
regards tc body design and workmanship. The demand for
the car also want up but still the unit did not expand fur-
thor. Whan asked as to why efforts were not being made

to increasc production, the roply came that, "There is a
considerablc domand for sports cars and I am in a position

to mnufacturc 100 units per ycar, but financc has come in

e



company to carry out a similar programme. Efforts must be made to

to get successful small industrialists to appear before the televi-
sion and explain how they succeeded in their efforts. This sort
of success stories are bound to produce the desired effect on

prospective entreprencurs.

The UP-ISSI has to maintain effective public relations with
various organizations, industries and the public. The present
arrangement seems to be inadequate. There must be public rela-
tions department to look after all the publications and other P.R.
programmes under an officer appointed within the Institute.
Effective public relations has its own value, particularly, when

a8 new or an expansion is to be launched.

Recommendation

In order to conduct various types of surveys and to guide the
entrepreneurs in choosing suitable industries and their loca-
tion, the UP-I8SI should have a separate "Economic Inves-

tigation Division" with a team of economists:

The Economic Investigation Division should conduct surveys

in all the 10 regions of the Philippines;
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In conducting surveys, the existing Economic Investigation
Division of the Department of Commerce and Industry must
merged with the UP-ISSI to aveid duplication of work. The
DCI should take up the policy decisions about the area to

be surveyed.

Efforts must be made to improve the contents and quality
of surveys to be conducted by the RIDE participants. The

staff of the UP~ISSI must guide them properly.

Important survey reports should be printed and circulated
among all the people concerned, as this will provide an
opoortunity for the people to know the sources of raw

materials and other relevant information to start industries .

One separate officer in the UP-ISSI should be entrusted to
answer cconomic information regarding small-scale indus-
tries.

An effective and aggressive publicity compaign i8 necessary
to disseminate various information among the public. On
developing countries dissemination of information will be

purposeful and meaningful,

To inform a large number of small-scale units about govaern-

mental office actions and other important news , the Small
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Industry Journal should be issued as a monthly rather than

as a quarterly .uklication.

To guide and train local officers of the Economic Investiga-
tion Division, it is suggested that UNIDO may select one
economl gt who has considerable field experience in

the line to work with the UP-ISSI for 2 years.

It will be desirable to send 2 young officets from the UP-
1881 to observe and to receive training in conntries where
survey work in small-scale industry have been carried out
considerably. If the local office personnel see what has
been achieved elsewhere, then not only will they acquire
the required knowledge, but also upon their return from
training, they will work with zeal and devotion. It is sug-
gested that UNIDO provide 2 fellowships to the UP-ISSI for
a period of six months each. Places of training could be

decided later on.
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STATISTICS

In the Philippines, a comprzhensive statistics for the entire
small-scale sector has not been availasle and this has become
onc of the serious limitations in the proper assessment of the
performance [n this sector. However, ‘tis ¢r2tif ing tuo note that
during 1960 and 1966, honest ¢ “furts were rmade to collact some

. vital data on a number of small and medium-scale {adustries in the

country, the total number of persuns cmployed in this sector, etc.

The survey conducted in 2960 came to the conclusion that
while industrialization as 3 whole has stronqgly affected the
family life, small-scale tndustrics have not materially altered the
age-old traditions and the living patterns of people who are de-
pendent upon thesc industries. Deeopite: the many advantages
small industries have ovar the large-scalc untts as pointed out
in the survey, no efforts were made t¢ stort modern small- scale
enterpriscs in the country. The onlv substartial action taken by
the Government was to set up the ‘Instituie for Smali-Scale

Industries.

The Institute was responsible for conducting the survey of
small-scale industrics in the country. /.ccerding to the survey
conducted in 1966, there were 9, 400 modern small-scale indus-

tries in the country.
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It is difficult to find reliable, systematic data cn small-
scale industries in the country. The Bureau of Census and
8tatistics of the Department of Commerce and Industry conducted
the B.S.C. Annual Survey of Manufacturers in 1968, but unfor-
tunately, there was no information available on modern small-

scale industries.

The UP-ISSI is in 2xistence for the last 6 years, and during
this period, they seem to have made enough efforts tc collect
statistics on small-scale industries from provinces, municipa-
lities, gcv-~~nment agencies, etc.; but unfortunately, they

could not make much headway in this effort.

In order to collect information on important aspects of
small-scale units, the UP-ISSI, 2 years ago, prepared a five-
page questionnaire detailing 26 main items and several minor

items dealing with small-scale unit..

These questionnaires were sent tc 206 small-scale units
along with cover letter but only 31 firms have furnished the
required information so far. “Mhenever conventions or seminars
are held at the Institute, efforts were also made to collect these

information personally from the participants who represent these

units,




132

By furnishing the required information, small firms could
get themselves registered as small-scale units at the UP-ISSI.
Out of 31 units registered 2 years back, caly 21 renewed their

membership and the rest simply .unpac ont,

For the 21 firms ragistered, tac index cards have been opened.
Normally, it has been ~.:scived that the necp'e who furnish in-
formation are doing sc if it is obligatory o2 their pa~t or if there
is any chance of getting benefits, oth~rwise, they simply do not

cooperate.

When the registreticn is voluntary, and they know that the
Insitute is not in a > ~ition to help .hem, in any way, it is only

natural if they feel it unnecessary.

For effective nlanning. various informaticn for the amall-
scale units, are very escential. Through passing an act as in
the case of large-scale units, it will bacome possible to collect

these statistics.

Passing a Statistical Act would take cconsiderable time,
therefore, in 1955 the Governmen* of India introduced a "Volun-
tary Registration of Small-Scale Units” with the Director of
Industries . This registration heiped the units in obtaining finan-

cial assistance from the Department of Indusiries under the State
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Ald to Industries Act, short and long term loans from State
Financial Corporations and the State Bank of India, machinery on
hire purchase from the National Small Industries Corporatiorns, etc.
Besides, such registered small-scole units can get assistance in
obtaining indigenicusly contrclled imported raw materials, elec-
tric power, accommodaticn in industrial estates, training facili-

ties for their workers in different training institutes, and so forth.

Coupled with this, the whole procedure for registration was
made very simple and actions were taken quickly. Application
forms for registration were made available with all the local in-
dustries officers (District Industrics Officer.) What the small-
scale units were required to co was to fill in the recuired infor-
mation in this application and send the same in duplicate to the
District of Industries of their province thrcugh the local offices.
The small-scale units are then given a registration number which
is mentioned by them While seeking cecrtain facilities or assistance

from the prcvince or central government .

The officers of the Small Industries Service Institute in India
advise these units cn the scope of the industry which they intend
to set up. Besides, in the case of small-scale untts which require

scarce indigenous raw materials and components for use in the

manufacture of their products . prior consultation with concerned
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State Directors of Industries help them in ascertaining the state

of availability of the impcrted or rare indigenous raw materials.

As a result of the above voluntary registration system which
was brought into force, the department which could get informa-
tion on 30, 000 units in 1960, is now able to secure the relevant
statistics from all over the country. Since the small units feel
that by registering their unit and getting a reqistration number
help them in approaching banks, getting raw materials, and other
bencfits, about 18,000 to 20,000 new smal! units are voluntarily

registering themselves with authoritics annually.

It must be borne in mind that without registering and getting
a registration number with the Director of Industrics, no bank nor
any government agency will entertain application of a small unit
for any help. Whether the small-scale unit gets any help or not,
it will be necessary for it to get a registration number. No foe
is charged. Information collected from small units are not passed
on to Income Tax authorities. The benefits available to small-
scale units under voluntary registration was advertised in news-
papers by the government and all the small-scale units were asked

to contact the Director of Industries fcr registration,

If a developing country like India with all {ts problems
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such as the vast gcographical region, the cultural and linquistic
complexitics and the resulting problems of communication could
get all the required information abo ut the industry from more than
2 lakhs of small-scale units through the "Voluntary Registration
System "(without being enactecd by law), one should not have to
doubt abcut the feasibility of such a system and its efficiency in
collecting the required information in the Philippines, whore all

these prcblems arc not 8o acute.,

1) In e absence of a Statistical Act cn small-scale industries
it will be difficult to obtain reliablc information about the
industry and therefore, it is suggested that a "System of
Voluntary Rogistration” of small-scalc units with the UP-ISSI

and its regional institutes be brought into effect immediately.

2) By an Executive Order, it must be made clear that any small-
scale unit which is in need of loans from Banks, imported
raw matcrials, supply of slectric power, accommodaticn in
industrial estataes, training facilities for their workers, or
any other help from any provincial cr national Government
that promote the industry, must register with the UP-ISSI

or its Regional Institutes. By chance, if a unit fails to
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register and fulfill these requircments, then its application

for any surt of help must be trecatad as invalid.

The present registration form of & pages should be reduced
to a simple form to furnish information on the following:

a) name of the unit;

b) types of products produced;

c)  number of workers angaged;

d) annual production;

e) location; and

f) types of machinery used and its value.

In no case should the UP ISSI ask the unit to produce

a 3=year balance sheet.

The present system of collacting P50.00 from sach unit
at the time of registration should be given up. Registration
should be free of cost. For promotional work, fee should

not be collected.

In addition to the registration forms, a card index system
should be introduced to secwre various information. At
present, thc UP 1881 has only 21 index cards and these

too do not contain any usaful information.
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the way of inercasing production.” In order to get a loan

of #100, 000 towards the purchasc of additional equipment
and working capital for cxpansion, the unit approached the
S8ocial Sucurity Systum and apnlicd for the lcan. But the
loan was refused on the grounds that tho required socurity
for the 1oan was not forthcoraing on the part f the unit.
8ince the unit was doing good business, First National City
3ank camc to its rescuc by giving the loan on the same

inadaquate sccurity.

Another Filipino industrial cngincer, who worked for 10
years in a big engineering factory, resigned from his job to
sCt up a "Small-Scale Machinc Sh.o. © He started the
industry in 1553 with one simplc lathe ccsting 6, 500.
Boeing an cxpurienced engincer, he could plan weall. By tha
end >f 1971, within a span of two ycars, he was able to
purchasc 7 different types of cquipment in his workshop.
At present, he has employed 13 workers in his factory and
1s able to produce B15, 0006 worth of products poer month,
His workshop s ‘facomplete for want of a milling machinc .
He complained that not only docs he have to pay heavily
for milling cortain parts in other olgger factorics, but he
also has to wait for his turn t got the work donc. This

caused dclay and affected his business, furthcr aggravatod



6)

7

8)

9)

10)

ne B 8w

137

Registration of a unit must be automatic and a serial regis-
tration number should be issucd to cach small-scale unit
All applications registerced should find a place in the Masteor
Register. If the UP-ISSI doubts the infcrmation furnished
by any party, then it could be verified through its field
staff. In any case, verification should nct take more than

15 days.

Once thesc statistics are collected, classified information
on each Industry may be publishad for the benefit of small-

scale units, as well as for the general public.

The UP-ISSI and its Regicnal Institutes should be recog-
nized as the agency authcrized to collect statistics on a

voluntary basis.

Whenever the surveys on manufactoring units to be conduc-
ted in the futurc, certain tables which will be of usc to
small units and the nccessary .nformiticn collcocted by

cther national agencies should algc be included.

Tc popularize the voluntary registration system, the govern-
ment of the Philippines should issue advertisemeants in all
the leading ncwspapers, radic and TV, pointing cut the

benefits to small units if they register their units with the
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UP-I881 and its Regional Institutes. The amcunt spent
on this aspect will soon turn out to be a worthwhile long-

term investments for the people.

The Government will also benefit from this registration as
they would come to know the state of development cf the small-
scale industrial units in the country. Information thus gathercd

will enable the government toplan the growth of this sector in a

scientific way.
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CHAPTER V

The Government and its departiacnts, corporations and othcr
subsidiarics, their branches and dependencics, are the gourges
of a very large amount of business of cvery type and description,
which to a largc cxtent, can be scrved by small industrics, cithcr
dircctly or through the medium of sud-contracting. For it is very
difficult for a small industry to participatc in this busincss be-
causc of its inhcrent crganizational structurc and heavy financial
burden. It lacks the necessary engincering and sales organiza-
tion to contact the Government propurly. Furthermore, small
industrius could not afford the ¢xpenscs of these business func-

tions becausc of small income volumc.

”.
ule] O 2 2 L) ) 4

We have been informed that annually, the Natlonal Govern-
ment purchascs P20 million worth of goods for it various depart-
ments from thc handicrafts and cottage industrivs in order to
assist them. The Natlonal Government, in accoardance with Memo-
randum Circular No. 484 datud July 20, 1971, has made it a policy
that in order to assist the CIDE (Cottage Industrics Development

Entorprise) in its participation in the Programme for Rural Employ-

ment and thercby promote the development of cottagu industrics,
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all dupartments, burcaus or 2ffices inciuding local subdivisions
and govurnment-owned or controlles corporzi.ons she ild purchasc
all thetir supplics and cquipment froin the CIDE's production units
including NACIDA rogistered producers. In order to carry cut tha
policy of the Government, 2 Buroau of Supply Coordination with

a staff of 170 has obeen formed. Duc to this cffort, thoe Director
of the Burcau of Supply Coordination is now purchasing noarly
P20 million worth of goods from the cottage industrics. The items
rescrved to be purchascd arc: (1) abaca twine, 3 ply, 350 gram
ball; (2) husk, coconut sholl; (C) nipa, first class scasoncd;
(4) scruobing orush; (5) duster, chickon feather; (6) remitowel;
(7) Philippincrag (3" X5 1/2); (3) broomstick; (9) canisate
rag, purc cotton; (10} mcp head, cotton white, 24 2z.;

(11) floor mat, coco-cudr (12" X 247 X 1/2%); (12) toilet brush,
catonogry bristle; (13) floor wax; (14) dust pan, large G.I.
sheot gauge; (15) water patl; (15} waste bosket; (17) black-
board; (13) school desk; (19) craser; (20) tcachor's chair;

(21) tcachor's table; (22) book casc; (23) gardencr's tools;
(24) shop tools' (25) long gown; (26) matrcsses; (27) dental
helper's apren; (23) dentist's govwn; (29) baby's camisc;

(30) baby's blankct, binds and diaper; (31) leggings for dolivery
room; (32) bed shoots, white blecached musling and (33) pillows

and pillow cascs.
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The above~-mantioned items produced by theso cottage
industics, beforc they were rescerved for purchascs from the
Bureau of Supply Coordination, wcre bought by private middliemen
who used to quote and got orders whilc in turn raking higher per-
centagc of the profit. By directly purchasing from procucers, the
Government of the Phi'ippines is now ablc to save ncarly 15% of
the commission, which otherwise vrould have benefited the traders.
Through this policy, many cottage units are presently able to
increase their production, thoreby giving employment to a large

number of uncmpleyed men in the rural arcas.

What i# to be done for Small-Scoly Industries?

In the Philippines, there are 9, 400 modern small-scale
industrics prescntly engaged in the production of parts and com-
ponents requircd by large~-scale industrics, as waell as producing
different consumcr items. The presaent purchasc policy of the
Government does not extend to products producad by the small

and medium-scale industrics.

At present, the National Government alonc makes purchascs
to the extent cf more than P#200 million per year. If the purchascs
made by the National Rallways, National Power Corporation, banks,
etc. arc added, the total purchascs may excecd more than P600

million. Assuming thcse organizations do buy cartain sophisticated
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products, the small and medium-scalc industries could easily
supply botween BR50 to P100 million worth of goods. After all,
small-scalc industries arc using thc same types of equipment

and technology as the large-scale onterpriscs.

It has been recognized in the developaed and other devclop-
ing countrics that the small-scalc industrics, if supported, ocould

employ more pcople in production and could casily set up units

in the backward arcas.

With a view towards assisting the small industrios sector,
the Government of the Unitad Statcs has set up an srganization
known as the "Small Busincss Administration", whosc main func-
tion is to sce to it that the needs of the government are purchased
fgom small-scalo units. If the Administration certifies that cor-
tain types of goods arc available from the small units, then,
nobody is permitted to pur chase from the larger industrics. This
system helped the United 8tates considerably in establishing the
small industry soctor and at the samc time, it disoouraged the
growth of monopolies by fow large eaterprises. After all, no
democractic form of government should encourage the growth of
monopoly at the expense of a large number of small middle class

people.
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The Government of India in 1957 recognizcd the importance
of the participation of small cntorprises in the Govanment's
Store s Purchasc Programme as an cffoctive measure for stimula-
ting and sustaining the growth of these lndustries in the country.
The basic consideration behind this programme was that, if they
qualify for admission by satisfying the requiremants, such as
quality control and timely supply of goods, then tho small-scale
units should be given a preference in price in the matter of pur-
chases by the Government's ciores department, so that the poten-
tial capacity of thc existing as wec.l as the now small enterpriscs

could be utilized to the fullest possible extent.

Since the inception of the programme in 1957, over 18,000
small-scale units have participate” inthe programme through the
agoncy of the National Small Industrics Corporation, a govern-
ment of India concern.  Thesc units have been able to secure
about 25,000 contracts valued at over Rg1700 million during this
whole period. The actual share of the sector in Government pur-
chasas is highor than this figwe because scveral small-scale
units also participate in the programmc on their own. This pro-

gramme is a positive assistancc measurcs renderced by the Govaern=

ment to small-scalc industries in'th: sphere of marketing their

products. The items of store purchases are categorized into four

groups:
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The itams in the first group arc prooured from large-scale
units.

The items in group two are procured from large-scale firms
which arc prime contractors, providing substantial scope
for purchase of components and parts from small-gcale
unitg. A part of such purchascs arc made from small-scale
units with a price prefercnce of @ maximum limit to 15 per
cent in favour of small-scale products.

Government purchascs of items under group threc is open
to both thc large and small-scale units on a competitive
basis.

Items in group four are entirely reserved for procurement

from small-scale units only.

Heow to Participate in the Programme

A small manufacturer can participate in the programme men-
tioned above either independontly or through the NSIC in which
casc, he has to ragister himself with the lattor. In that event,
he naed not register himsclf with the Directorate General of
Supplies and Disposals (DGS&D), but a small manufacturar who

choosas to deal directly with the DGS&D has to. For registration

with the NSIC, he has to appraach any of the following offices

acoording to his convenienceos:-




1)  The National Small Industrics Corporation, Okhla
Industrial Estatc, New Declhi-20 or its R ~gional Offices at

- Bombay, Calcutta and Madras.

44)  The SISI situated in the concerned State, any Branch

Institutc or Extcngion Contre.
ii1) Tho State Dircctorate of Industrics.

iv)  The Disteict Industrics Officer.

The last three offices also forward the applications of
small manufacturcrs tc the concorncd office of the NSIC for

registration.

The small industrialist has t: fill in a proscribed application
form in triplicatc and may submit thc same to any of the offices
mentioned above. The application includes gencral information
about his unit, plant and machincry, installed capacity and pro-
duction and thc specific products for which he intends to register

hmsclf for participation in the programme.

Upon rcceiving the application, the SISI Technical Officer
concerned would visit the factory of the applicant small manufac-
turer in order to study the latter's toechnical competency to manu-
facture the specified products. If the firm gualifics, the SISI
forwards his application to the NSIC with its recommendation for

necessary rcgistration. The NSIC cnlists thc manufacturer for
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participation in thc programme and issucs a Competency Certifi-

cate in his favour.

Hew Tenders are Suppljed

Once a manufacturer is registered with the NSIC and has
obtainad a Compctency Cartificate, he is kept on the records
of the corporation as a unit compeatent to supply the specific
products to the Government. Furthormorce, the DGS&D issucs
tonders frce of charge for the spocific product(s) for which he

has ragisterad himseclf.

He 18 rcquirad to submit the sat of tender forms, duly
filled in, to the Purchase Officer of the DG8&D. In casec he
faces any difficulty in filling up such forms, hc can approach
the NSIC or thce SISI for nocessary guidance. The onlisted unit
need not deposit any sccurity with the DGS&D unlike small

manufacturers registered dircotly with the DGS&D.

Help intonded in Excoytion of Govornment Ordor

Once a small manufacturer is able to procure supply orders
under this programme, he is given added assistancc towards this
purpose. He gots preferential treatmont from the State Directo=
rate of Industrics in the matter of procurement of raw matorials

which arc distributed by them. Hec obtains necessary technical
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by his having purchascd 7 difforent kinds of machines on a
sceurity basis. The bank is thorefor.: rofusing to give
additional loan for purchasc oi a milling machinc though it

is an essential cquipment dn the workshop.

A third Filipin<, who was a salesman in a big furniturc
factcry started his own unit in 1967 with sne machine cost-
ing #2,00C and a cash invcestment of #1,000. He is manu-
facturing quality wood grill pancl and other decorative wood
articles., 3y the end of 1971, the same factory could pro-
ducc things to the tunc of #300, 000 per year and could
employ 30 workars on a regular basis plus an additional 15
people as casual workers., In 1871, he exported #30, 000
worth of goods to Australia. He has built his own factory,
which may cost anything between P150, 000 to $200, 000.
Now hc is in need of B70,000 for the purchase of additd >nal
equipment, and has applied to a government controlled
agency for a loan. The proprictor was expressing his diffi-
cultics that in spdte of his repcated request and personal
visits to the financial agency, the loan has not yot been
sanctioncd after one year of its application. He is contin-
ually being asked to furnish additicnal information. It

sccms that instead of asking all the required information

at one time, the financial agency is asking information on
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assistance and guidance from thc office of the Small Industrics
8ervice Institutc in the manufacturc of the product as per speci-
fications laid down by DGS&D. Hc can also avall of the credit
facilities extended in particular by the State Bank of India at all
its branche s on preferential terms undor the Credit Guarantee
8cheme No. 2 oporated by the NSIC. Under this scheme, he is
entitled to financial assistance from the Bank and to execute any
Government contract covering all stages of production from the

pwrchasc of raw materials to the discounting of bills.

When the products arc rcady for distribution, the small
manufacturcr has to get his goods inspected and approved by the
offices of thc DGS&D before dispatchtné. As soon as his goods are
inspected and found to be in conformity with the specifications
supplied, he can send out the products and obtain a written
proof ke the Rallway Receipt, ctc. On the hasis of such a
receipt, he is cntitled to the payment of 95 par cent of the price
of goods dispatched from the Government and he may get the
balance after the yoods arc received and verified at their desti-

nation.
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It has been obsorved that there 13 an alarming risc of
unemployment in the Philippines. Expansion of existing small
and medium-scalc industries, and thc fcrmaticn of rew ones will

create additional jobs for many in the country.

Government Stores Purchasc Programme is an effoctive ins-
trument to sustain small-scale industry growth., As long as the
quality and priccs cf products from thc small-scalc industrics
are comparable with the large scalc units, preference may be
given in favour of the weaker sector. It is thereforc suggested,
as in the casc of purchasc cof cottage industry products, that the
various departiacnts of the government issue a Policy Memoran-
dum Circular regarding thc purchasc of certain types of items

from the small-scalc industrics.

It would be advisable for the UP ISSI to open a division in
its office for dcaling with two or thrac industrics on an expert-
mental basis and working with a fow small plants in ¢ach industry.
As experience is gained from proven procedures, the UP 1881
should be capablc >f rapid expansion to the nocessary and dosie=

able extent to properly scrve small industrics.
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In casc the UP I8SI cannot handle this type of work, than

it 18 suggested that a Small Industry Corpuration based on an

Indian model be formed with the following functions:-

1)

2)

3)

A procurement division with the power to preempt at loast
25 per cent of government indents at prices substantially
equal to thosc offcred by the gencral business community.
Where the items especially fit the small business indus-
tries, and thc small-scalce scctors 2as a whole are techni-
cally backward, a higher percentage may be permitted.

A few fields of governmont indents are, of course, not
subjcct tc production by small industrics cven through

means of sub-contracting;

A contracting division who would in turn sub-contract the

indonts it has takcn with small industrics;

An engincering division whosc function would be to assist
the small industry in the proper processing of the indents.
They would help detormine the proper machine tools for

efficient production of goods. The UP ISSI will have to be

strengthenod with more technical hands; and

An tngpection dopartmoent to cnsure that the goods arc pro-

duced in complete accurdance with their specifications.
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The corporation should sub-contract only to those small
industrics which show the necessary managerial ability to oporate
efficiently, to thosc who are willing to modernize their methods,
and who arc willing and cager t> pay high wages consistent with

efficient production methods.

Considering that the small units are not yet in a position
to quote compuetitively along with large-scalc units, a price pre-
fercnce up to 10% over the lowest acceptable tenders received
from the large-scale units may be considurcd by the Dircctor of
Supplies on the merits of individual cases. The Government may
appoint a committee consisting of representatives from the Burcau
of 8upply Coordinaticn, thc UP ISSI, the Chamber ..f Industries,
the Pilipino Chamber of Small Busincss and Industry and other
organizations to go through the various types of products pro-
ducud by the small-scale units and prepare a list of products
that could be rescrved for government purchasc. To start with,
the reserve list may not excecd 20 itcms. With the experience

gained, the list may be enlarged.

Small- scale units obtaining government contracts arc some-

timcs facing serious difficulties in procuring raw matcrials of the

roquiraed spccifications and the necessary quantitics. The
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Director of Supply should make spocial arrangements to release
quantities of raw materials as soon as contracts have been

awarded.,

Efforts must be made to sottic the payment to small units

within 2 or 3 months.

Fellowships

S8ince the Govaernment Purchass Programme in developing
countrics play an important rcle, it is recommendad that two
persons from thc UP ISSt and the Burcau of Supply Coordination
be sent for training for six months undcr the UN Fellowship Pro-
gramme to tho United States and Indla. Carce must be taken to
ensure that the parsons to be trained in thuse foreign countrics

are made to scrve the country at lcast two yoars upon their

return.
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CHAPTER VI

MODERNIZATION OF THE
SIVIALL INDUSTRY SECTQR

Small U in the Philippineg

According to the Economic Survey of Small-Scale Units
conducted in the Philippines in 1966, among 9, 400 small-scale
units it has been brought out that the "AVERAGE AGE OF MACHI-
NERY IN THE INDUSTRY WAS 7.4 YEARS AND 60 PER CENT WERE
OVER 5 YEARS OLD". Such a revelation is still more alarming if

we think of it now five years after the survey.

It is a deplorable fact that in the Philippines, the use of
obsolete equipment will result in inefficient production of goods

thereby ultimately rendering tham lass profitable.

In order to help the existing small-scale units, as well
as to bring out a strong ancillary group, it will be necessary to
modernize the industries by replacing old machinery. To begin
with, such a programme of modernization of equipment will
have to be planned and implemented in selected types of
industries. An important aspect of modernization is the iden-
tification and use of technologias which are appropriate to

the pattern of resources endowment of the Philippine eco-

nomy as well as of individual units which are at the same time
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consistent with cfficloncy, cconomy and equality. In the identi-
fication and sclection of such technologics, the technical officers
of the UP ISSI will have to provide sustained advic. 1nd assist-
ance to small industrialists. Obviously in an cconomy such as
that of the Philippines, wherein plentiful supplies of labour are
available and capital is scarce, the usc of low capital and high
labour technologics is justified. Howoever, the latter has to be
determined within the context of scales and market consideration
as well as the cconomics of quality. These are all important and

relevant in a compcetitive markct, both domestic and intemational.

How Japan Modgrniged its omall-Scale Unjts

In order to incrcase the competitivencss of small industrics,
the government of Japan passcd an act in 1969, known as the
"Law to Promotc the Modernization of Small and Medium-8ized
Enterprises”. On the basis of the act, 118 industrics werc sc-
locted and given preferential treatment on an expcerimental basis.
According to this bill, small enterprises which belong to the cate-
gory designated by this law is entitled to obtain low interost
national loans and accelerated depreciation while carrying out a

modernization programme.

Another programme which is vital to the modernization of

small industrics is thc establishmant of industrial parks. In
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Japan, such developmental eofforts have begun in 1960 with the
objaective of:
1) obtaining higher productivity by mcans of gecaping and
joint operations;
2)  shifting the industrics from crowded urban centers; and
3) transferring industries to arcas where comparatively cheaper

labour is still availablc.

Considering the scvere competition in the markets, it is
not difficult to understand why Japanese cnterpriscs, rogardlcess
of whethor they arc large or small, have continucd thelr large-
scale cquipment investment and are constantly aiming at higher
productivity. The labour productivity >f value added is lower for
Japanesc smail industrics than for large industrics, which make
the investment for new squipment much morc ncecessary for smaller
industries. In fact, it is stated that the annual rate of increasc
for cquipment investment by smali industrics is equal to that of
the large enterprises. Actually, the annual amount invested in
fixed assets per eamployee in Japanesc small industries has come
up to that of the American level. It is really gratifylng to note

that on machincry investment, smaller industrics in Japan, since

the sixties, were keoping the tempo to that of large industries.




ork Donc in a_to Remove Obsolescency

of Equipment in the §mall-Scale Scctor

In order to study the problums ¢f cbsolescence of equipment
in the small-scalc sector and the need for modernization of cquip-~
ment, the Govornment f India appointed a committee to go through
all thc problems and submit a report and suggestions. The come

mittee, after studying the various problems, have come to the

conclusion that the programme f modernization should be imple-

manted on a sclective basis during the 4th plan period. They have
further sugguested the sclection of a group of five industrics for

this programmc, viz, machine tools, domestic clectrical appliances,
foundry and rerolling automobile parts and accessorics and hosiery.
Approxdmatcly, 3,000 small units in these industrics will be
assisted in a suitable manncr to obtain modern cquipment. It is
estimated that a total outlay of 150 million would be required for
this purposc. Besides,a lump sum provision -f R20 million per
annum will bo requirced to mect normal replacement nceds of these

3,000 units alonc.

In addition to the programme of equipmcnt modernization,
it has been proposced to provide guidance and assistance in
improving managorial efficiency through training programmes for

owner-managers and workers. The supply of management aids
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and manuals for the use of small units through the field officers
of the Development Commission on Small~-8cale Industries were
also proposed to supplement this training programme in India.

It is necessary to motivate the small entrenreneurs for moderniza-
tion, therefore, groups of entrepreneurs-managers in India were
taken on study tours to better organized industrial units both in

the large- scale and small-scale gectors within the country.

M Liberal Ter

The National Small Industry Corporation is a major help
that the Government of India is giving to the industry, through which
the supply of imported and indigenous machines are made avail-
able on very liberal terms to small-scale units. The Government
of India has set up a "National Small Industry Corporation”, a
government agency which supplies equipment and machinery to
interested small entrepreneurs. The process of obtaining "collateral "
is being totally discarded. At present, if an entrepreneur who is
interested in setting up a small-scale unit or any existing small
unit, wants to acquire any imported or indigenous equipment, he
has to pay only the 5 per cent value of iniported machinery, and
10% value of indigenous machine as "earnest money" to the
Government Corporation. Upon receipt of the above-mentioned

earnest money, the corporation adds its own funds in placing
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installment basis. The proprietsr narrated in 1 disappointing

tone that 2 file is being built -n his application .

Instances ¢i this type are many. But it is sufficient to
know that in soite of the fact that they show their capabilities in
providing emplcyment at 1 lesgs capital investment and creating
economic stimulation in the country, they are not being helped {n
their efforts to increcase production and give more job opportunities
to the people. The banks Ind sther financial institutions, based

upon the Lxdsting rules, are not in 2 position to sanction loans.

e a supervised Credit Prograinme

- mall and 14 um Industries thic Phi

In order i provide loans and ther types of credit accom~
modations to sinall-scale units, the President of the Philippines
proposed an.ict known as the "Smail Enterprise Act of 1970".
In order t¢ carry cut the programme, a sum of #50 million was to
be supplied by the following government financial institutions
as per the ameunt indicated:

1. Central Bank of the Philippincs P10 million
2. Philippine National Bank 210 million
3. Development Bank of the Philippincs 210 million
4. Government Service Insurance System 210 million

5. Social Security System £10 million
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order with manufacturcr in forcign country as well as inside the
country. Thc party has to pay “n annual interest rate of 6 per
cent, togethor with another 2 por cent administrative charges

(2 per cent of interest is charged for the entire perfod of 7 years
and not rccovered cvary year, whoreas 8% intcrest rate is reco-
vered every year on the balance at the end of cach ycar). From
1956 till thc ond of 1970, the National Small Industry Corporation
hag supplicd ncarly #450 million worth >f imported and indige-
nous cquipment tc 14,000 ontreprencurs.  But for this generous
scheme, many cnterprising skilled people, who are not in a posi-
tion to give any collateral would not be able to get cquipment,
thereby becoming manufacturcrs. Such a gencrous help from the
Government of India has resulted in an additional industrial goods
to the extent of about #1,000 million, and provided cmpioyment
(in this particular schume alonc) tc 300,000 persons. So far

22,000 different types of equipment have beun supplicd.

Reatalls of the Supply of Machinoery on
age Scheme
An industrial unit rcquircs both long and medium torm finance
for acquiring fixcd asscts likc land and buildings, plant and ma-
chinery, otc. and short-term finance as working capital for hold-
ing stocks of raw matcrials, finished goods, ctc. and for meeting

the day to day ncueds of the unit. Various agancies arc cngaged in
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providing difforcnt types of financial assistance. The Hire

Purchasc Schome was introduced to mect the requirements of

movablc fixced asscts of small entreprencurs.

Hire Purchag:: Scheme

Early in 1956, the National Small Industrics Corpora=-

tion Limited introduced a scheme for supply of machinery

on hirc-purchase basis t> small-scale industrics. The

procedurc as well as the tarms and conditions of this

scheme are 2s follows:

Procedurc

1.

An application i1s madc on thc prescrioced form (supplicd
by NSIC) through the Directorate of Industrics of the
concurncd Statu. After making the necessary verifica-
tions, thc 3tate Dircctorate of Industrics scnds the
application tc the Head Office of the NSIC at Delhi

with rccommendations and comments.

Applications for indigenous machines that are complote
in all aspects are placed for considceration before the
Indigenous Machines Acceptance Committece which

usually mects once in two weeks.

Applications for imported machincs are placed boefore

a diffcrent Committce for approval,
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Decisions of these Committees arc conveyed to the
partics concoerned with copics to the concerned regional
office of the Corpocation and the Directorate of
Industrics. An applicant whose application has bcen
rajected can have his casc reviewed by a "Revicwing

Committec ™.

After acceptance of an application, quotations arc
solicitcd from supplicrs mentioned by the applicants in
their application and also those known to the Corpora-
tion. As soon as the suppliors' quotations are received,
they arc sent to the partics with a request that they
make thoir cholce and to deposit the requisite carncst
monay with the concernad regional office of the corpo=-

ration.

Upon hearing from the regional office that the carnoest
moncy has ocen deposited, the NSIC Head Office
places its susply order un the sclected supplicr/sup-
plicrs. Coupics of the Supply Order arc also forwarded
to thc applicant as wcll as tc the concerned regional
office for completion ¢f the remaining formalities. If
the machincs are imported, the Chicef Controller of

Imports and Exports is simultancously approachad by

the Head Office for the necossary import licenses.
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Soon as Import Licenses arc received by the Head Office,
they arc passcd on to the regional >ffice which, in turn,

opens a letter of crudit,

Upon recedpt of 3 copy of the supply urder, the regional
officc asks the supplicr to send his proforma invoice,
and on the basis >f that invcice, preparcs an agreement
bond tc be signed by the hirer. At this stage, the hirer
is also called upon to cumplete other formalitics rela-
ting to the insurance of the machine, deposit of the
balancc carnest money, if there is any, and othoer
chargus payablc by hiim as pur the suppliers' proforma

invoicc.

Once all these formalitics are completed by the hirer,
instructors arc scnt to the suppliers to dispatch the
equipment (duly insurcd for transit risk) to the hiror
and tc scnd the Ratlway receipt or G/R, as the case
may be, to the regional office. After ensuring that

all the paymecents have been madce by the hirer, the
Corporation releases the R/R or the G/R to the hirer for

taking delivery of the machincs.

In casc of imported machines, the procoedure is slightly

differont in as much as thc hire purchaser is askced to
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complcte the hire purchasc formalitics after the Corpo-
ration has recelved the shipping d “cuments and, as

soon as the formalitics are completed by the hirer, the
Corporation scnds the shipning documents to the clear-
ing agents for clearing th. consignment from the Customs

and dispatching it to th. hirc purchaser.

apd Co ol
A small-scalc industrial unit with 2 capital invesgtment
of not mcre than R, 75 million can take advantage of the
hire-purchasc assistancc. The capital investment here
means investment in machinery and equipment only. This
capital limit is relaxed furthor up to 1 million in casu of
industrial units producing ancillary items and components
for supply to certain reccgnizod large and medium-scale

industrics.

A unit accepted as a hire-purchase client is requircd
to pay only 5 por cent of the valuc of machines in advance
as carnuest moncy. The balance of the principal togothor
with the interest 18 payable in 7 ycars, the first installmont
being payable one year aftar the dclivery of the machines

and the subscquent installments every six months therc-

after.
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A uniform rate of intorest of 6 per cent is charged and
is payablc along with periodic installments. In addition,
an administrative charge of 2 por cent is levied. The torms
of payment are fixcd in such 1 way as to cnable 2 small
entreprencur to run the industry smoothly and pool back

finance for discharging hirc-purchasce commitiments. Small

briority. Similarly, priority is given to units whose pro=

ductiun results in import substitution ur those that intend
to modernize themsclves, or those requiring indigcnous
raw matuarials or units prcducing ancillary parts and compo=-

nents for medium and large-scalc industrics and, in gceneral

L4

tho se units helping in the development of industrially back-

ward regions.

The scheme has many advantages among which are the

following:

2= ager i no od to - 2

L _SUQty for receiving equipment as & often the

case in rcspect of cash credit accommodation. The hiro-
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¢ gecuritics.

Owncrsindp of the machines supplied to the kre~-purchaser
does not pass on to him until he has paid all the installments.
In the ovent of default in repayment (by the hirc-purchascr),
the lending 2gency can repussess the cquipment, Similarly,
the hirc~purchascer can return the machines during thc period
of hire~purchasc agreement to the lending agencey if he can~

not make usc of them.

S8upply >f machincs on hire~purchasc basis induces mobili~
zation of both capital and cntreprencurial skill, because
onca onc has got the machincs, he 18 compelled to find the
investment nceussary for tho installation and operation of

the machincs.

The hirc-purchesc system loads to capital formation {n the
sensc that the hire-purchaser is bound to cnsurc sufficient
savings at least to the oxtent of  the repayment of install-

ments during the years that follow the supply of machines.

Supply of machincry on hire-purchasc basis affords some

degrece of control and orientation over the investment in

the small-scale sector.
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This makces pussible the channcling of investment in the
desired or pricrity industry groups, hclp the growth of

viaolc and cptimum size of small units, and cstablish a
complimcntary relationship between the large and small

units.

For the last 12 years, the National Small Industrics Corpo-
ration has been supplying machinery and equipment to small-scale
units by offuring thum 2 long repayment period with A moderate
rate of interest. No scourity is callod for because the State
Dircctorate of Industrics has only to vouchsafe that the unit has
growth potential and the industry nceds encouragement. Not only
arc new units assisted but existing units are cncouraged to modern-
1zc themsclves by using the 1atest machines and using improved

techn ology.

1. With a vicw to removing the obsclescence of cquipment in the
small-scale sector, it 1s suggosted that the Government of
the Philippincs should introduce a programme that will
modaernize the cxisting small-scalc units in the country.

Without modernization, it is fcared that the cxisting small

units will mcct a natural death in a couple of yours.
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To start with, every ycear the Government ocan set wp a pro=-
gramme of modornization on sclective basis in four or five
types of industrics. If this is done, 20 or 25 different

groups of small-scale industrics can be brought under this

programmc of modarnization.

In addition to the programme of cquipment medernization,

UP I8SI should undertake the responsibility of providing
guidancc and assistance in improving managorial efficiency
through training programmes for cwner-managers and workers.
The tuchnical officers of the UP ISSI should visit the units
regularly to guide in production methods and in the propor

usc of machines. The Technical Extension Work Of the

Institutc must bc increased to mect this noecd offcctively.

Supply of modern machinerics arc very e¢sscntial for the
survival cf small-scalc units in the country. In the intorost
of cxisting and futurc cntreprencurs, itis suggosted that a
scparate corporation patterned after the Indian National
8mall Industry Corporation bc sct up in the Philippines to
supply imported and indigenous cquipment on liberal terms.
It may bc noted that any concession given to small units

will be toward prcsent and future cconomic development

and the subsequent solution of the unemployment problem
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in the country. In order to introduce the modarnization of
equipment in the small-scale sector in the Philippines as
is practiced in Japan and India, UNIDO may make avatlable
an Expert for a period of onc year. The expert must be an
Engineer, with considerable exparience in extension work

with small-scale units.

UNIDO alsc may provide onc followship to UP ISSI for a
period of 3 months to study thc systoms provailing in Japan

and in India.

For supplying tmported machinery, the Philippines can seck
Asian Development Bank's (ADB) or other agencics' assist-
ance to got foreign exchange as it will be helping the causc
of stimulating ecconomic growth and increcasing employment
opportunitics to many {n the rural arcas on a more permanent

basis.
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What s a Superviged Crodit Programme?

The Supcervisca Credit Prograiac (38S-UP ISS1) is a scheme
antoraed Into by the Social Sceourity System to provide finance to
small and medium industrics. Consideration for a grant of credit
facilities will be pascd upon the ability of the project to gencrate
sufficient incomc and cash to repay the loan availed of, the in-
herent soundness of the finance structure, and management of
the firm and thce compliance of all priority roquirements and other
craedit and collatcral restrictions. The funds for the programme
arc to be provided by the 58S while cvaluation of the projcet as
to the feasibility .i the financed project shall be handled by the
UP ISSI. According to the programme, till the loan has boeen

rapaid, thc UP ISSl has tu supervisc the unit.

For thcsc scrvices, the SSS vill pay the UP ISSL 2% out of
the 12% annu2l interest charged by the. SSS to burrowing cntur-

peiscs. The pr.gramme features:

1. miaxdmum amount of loan to bc granted $#100,000
2. Maxirears renpayment perfod 10 yoars
3. Interest rate 12%

Onc major qualifying condition for the unit to be able to

acquirec loans undor the above schumc is that tho unit or appli-
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AlICILIARY OEVELOPILENT

In 1963, tie UP ISSI conducted a survey in "Complement-
arity of Small and Large Industrics in the Phillppines”. Out of
500 top large-scale manufacturing firms in the country, 200 of

them were intaervicwed to find out tihic fcllowing:

a) The e:tent and use of sud-contractwal facilities in small
and largc industrics;

b) The existence of industrial practice in future manufacturing
arrangement; and

c) Tho factors affecting the sub-contracting and further

manufacturing arrangement.

The survey ravealed that out of 200 :large scale units grouped
under 27 types of industrics, namely: textile ,garments, steel and
heavy matals, chomicals, sugar, clgarcttes and tooacco, paper
pulp, cement and ctc., only 23 largc units cncouraged ancillary
units to supply somc parts and componcnts to them. The rest were
making thesec parts themselves or importing them. Another 29
large scale units acknowledged the possibility of sub-contracting
parts and componcnts, but did not take any action in that direction.

Unfortunatcly, from the beginning, the Philippine large enterprises
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plannad to produce ¢very requirement in their own shops, thus
spending foreign »xchange on simplc items <rhich otherwise could
have boen puechascd from within taio country or they could have

encowragod nave small and medium arndts to produce such items.

On the wiole, the two main conclusions borne out of the
sWvey are rovealing:

a) There arc very Mttle complomontaritics exdsting between
larje and small-seale industrics on the Issue of sub-
contracting ; and

b) There 15 an information gap esdsting butwecn thase two
industrial scctors which in fact doter the development of

complementarity for their mutual advantage.

Sucvey of Car Parts Mviapufacturing

Again in 1371, the UP ISSI conducted another survey on

the manufacture of car parts to collect the following information:

a) The capacitics of local manufacturers

b) Which car parts are locally manufactured

c) The probleins of car parts manufacturers and car
agsemblars

d) The expansion capacities of taese firins

Q) The exdsting and potential market for local parts
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f) How manufacturers and agscmblers seek to improve the
industry
Q) To find -ut the rcactions of thesc firms concerning the

possioility of o Philippinc-manufactured car.

. Out of 8] firms..visited, only.65 units agreet to fumish
roquired information. The survey rcvecled that though many firms
wera listed as car parts manufacturcrs, many of them were in fact
functioning us assemblers, importers and wholesalers and others
were involved only in the production of tractors and their parts.
Some of the firms listed as parts manufacturers had ceasced apera-
ting for thc time ooing due to the lack of raw matoerials, local and
import competition, and inadequatc capital to carry out he pro-

duction.

Brofilo of the Indugtry

a) 43% of manufacturing irms were ownad oy corporations;
b) 36% of them were of singlc proprietorship; and

c) thcrest, 21%, were run on a partnership basis.

ERokxoprenours

a) 59 por cent Chinese

b) 38 por cent Filipino

c) 3 pcr cent Americans




a) 28 por cent of firins cinployed between 1 to 10 people
b) 55 por cent of firms -.aploycd between 11 to 80 people

c) 6 vur cunt of firms wmployed between 80 to 150 peopla.

The survay revealod that in tac boginaing, many started manufac-
turing fporcted parts out with the 2:perience gained, they are
now ablc to manuiacture parts and components according to the
specifications ¢f custumors. Though there s 3 good deal of
domand for these parts outside th. Philippines, it scems that
many units are reluctant to export ticir products for the simple

reason that they cannot aven meet the local demand.

The survey shed light on the many problams oncoun-
tered by small-scale units engaged in the manufacturc of parts

and components, among which are ‘ac following:

a) In vicw of the limited dollar allocation made tc small units,

the importation of vital raw materials such as stecl shoots
and certain chemical items, 1s scvercly affected.
Entrance of jecp parts as surplus goods.

Loans from financing instituidons arc difficult to ootain

and normally take a long time to procuss them.




Tariff dutics imposed on ravs materials arc scmetimes
higher than that of finished products, as such, local goods
cost murc than the imported ones. For instance, importod
raw matorials such as brass and copper strips for radiators
havc a duty rate of 20 par cent as against the 10% duty
imposcd in imported finished product. Similarly, locally
made plstons and beoarings arc 10 to 20% higher than te ir
importod counterpart becausc the imported raw matarials

usad oy the former are highly taxed.

Gor Assemblers

It is very intercsting to note that the bulk of units engaged
in the car agsombly is only a small one. 20 por cent of the units
engaged {n this typc of work employed luss than 20 workers in
their units and 60 per cent of the units emplcyed between 20 to 40
workers and the rest employed between 140 to 260 workers. 11%

of locally manufactured car parts arc used in the locally assembled

vehicles and 50% of the parts of locally. manufsétuzed jeeps-and

jeopneys are locally made.

Why Ancillaries o Essontial
An important feature of modorn small industrics development

is its complomentarity with the large-scale industry sector. It has
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boen the expericnce all over the world that the growth of the larc -
scalc scctor itsclf stimulates the growth of the small-scale sector
as a matter of secondary growth. By planning the development of
sccondary growta suitably, it will accclerate the development of
modern small industrics in a .msaner boencficial to the ecconomy
as a whole. Small-=scale units cnjoy cconomics of scale of pro=
duction and can offectively compete with large units in a cortain
product having rcstricted markets or requiring spocialiced tech-
nical skills. In thcsc products small and large-scalce units co-

exist in tho basis of cconumie s Lf scale of production.

Small-scal. units alsc spring up to make usc of the basic
raw matarials/intermediate produce by large scale units becausc
the fabrication of these ond-products which have to cater to the
taste of regional markets involve heavy transportation costs, ctc.
and can advantaguoously be decentralized. Morce significant gains
will, however, accruc tu the small-scalc scctor by working as

ancillarics or sub--contracting units to large-scalc units.

At present, thore are approximatcly 70, 000 onturpriscs
in Japan cngaged in thc machinery industry of which some 70%
are sub-contracting cnterprisce that have some rclationship with

the parent cnterpriscs. It has thus been cstablished in the




173

machinery industry in Japan that both large and small units depcnd
upon each cther and a happy "co-cxdstence " prevatils . -

This is also truc in the field of chemical industrics. Nearly 30%
of parts and components required by large units in this scctor are
supplied by small-scalc units. Largc units find it more economical
to pupchasc certain parts and components from small units, rather

than manufacturc them themsclves at a high cost.

In ordor to gdve ecncouragement to the developmuent of
ancillarics around large-scalc units in India, a "Standing Commit-
toe on Ancillary” was appointed. On the recommendations made
by the Standing Committec, the Guvernment of India has gelected
16 large-scalc industrics for special encouragemant. The selected
16 industrics arc! 1) Industrial machinory, 2) Agricultural and
carth moving machinery, 3) ivachine tools, 4) Industrial,
sciontific and mathematical instrumcnts (mechanical), S) Loco-
motive and rolling stocks, ships and atrcraft, 6) Bicycles,

7) Broilers and stcam-gcncorating plants, 8) stcam cngines,
turbines and intcrnal combustion cngincs, 9) Automobiles,

10) Commercial office and houschold equipment, 11) Elcctrical
machinery, cquipment and appliences, 12) Teleccommunication
equipment, 13) Industrial instrumcnts (clectricals), 14) Radio
and electronic cquipment, 15) Air conditioning and cold storage

equipmant including refrigarators, and 16) Mineral oil and petro-
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leum products. The abeove Ust, it 45 hopud, will give us an idea
as to how we can use the scheme to dovelop the small industrics
in tho Philippines. It is also recognized that the ancillary unit,
which has t¢ imanuiacture procision componcents to large-scale
units in the above industrics may need more ¢capital than the .75
million fixcd in the definitdon of 2 smali=scale unit. Subscquently,
it was raiscd to onc milllon. Accordingly, an ancillary unit is

radefined at prescent as:

“A unit which producas parts and components, sub-
assambplics and touling for supply against the known or
anticipated demand of onc or more large units manufactu-
ring/asscmbling completa products and which is not a
subsidiary to or controlled by any large unit in regard to
the ncgotiation of contracts for supply of its goods to any
large unit. This shall not, howoever, preclude an ancillary
unit from ontering into an agroement with a large unit
giving it priority over all thors.

Units which aru sct up primarily for the replacemaent market also

fall within the scope of the j0ove dofindtion.

The vast scope to develop ancillaries in the public sector
undcrtakings was recognized cven at the outset. At the {nstance

of the 8tanding Committec, the Mindstry of Commerce and Industry




wrote to several public an:d orivate sector undortakings requesting
them to encourage the development of ancillary uaits, This recom=
moandation is being followed by the Ancillary Qivision of the
Cffice of the Development Jeinmissioner on 3mali-Zcale Industries
in requesting large-scale undertakings to cxplore the possibilities
of ancillary development., -2y of the public i.ctcr undertakings

havc also appointed their own ancillary development officials.,

A special drive has alzo been launched te ¢..t the coopera=-
tion of the public scctor industrial undertakings in ¢cncouraging
small-scale ancillary units to cater to their nceds, The large-
scale enterprises in the private sector have also buen rcquested
to list down their requiremants of parts and components which can

b¢ procured from small scale industrics.,

Meanwhile, intensive tochnical assistance 15 rundered by
the Small Industries 3ervice Institutes to ancillary units in stan-
dardizing their products., .p.oial attention is also being given by
the Small Industriecs Servic . Institutes to test the products manu-
facturced by the small-scale »icillary units in ordet to help the units

in producing quality product: 2z per specifications laid down in

the contracts,
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Purchase mode 4n the Anciliary Unjtg

The small-seale ancillary cnterprise in India has played
a significant rolc in suppiyliag parts, components and sub-asscin-
blics tu large-scale Industri:s bota in tac private and public
undertakings during the year 1963-1970. Supplics worth R250

million were made by the simall=3calo units.

The oevelopment Commissioner on Small-Scale Indu strics
conducts sominars for the development of ancillary industrics
with puolic scctor undoertakings to discuss the various Parent-
Ancillary rclationship cmbracing facilittes to pe offered by the
public scctor undertakings to ancillary industrics. The topics
discussed includc uricing policy, length of contracts, credit
facilitics, lberalization of terms and conditions in respect to
supply of machincry and cquipiment on hirc-purobasc basis by the
Nativnal Small Industries Curporation and guidelines for new
undortakings. An appreciation seminar on the contribution of
small-scalc units towards import substitution arc also held in

diffurcnt parts of the country.

al Estatc

Ancillary industrial cstates arc being located along with

large-scalc factorics in diffarent parts of the country. Eight




cant must have "adoquate collateral consisting of real cstate

property and machines usced in the business. "

Units?

The Social Security System derives its funds from workers,
and naturally clear cut directions have been given for investment
of its funds. Ono of the conditions of investment is that "any
such investmant shall be made with due diligence, and prudance
to earn the highest possible intercst consistont with safety, "
With such a condition, naturally no organization can act in a

reasonable way,

During the entire period, the 888 has sanctionad 14 loans
to small-scalc units totalling P971,000. Thus, by playing
“safe practice” the 888 has utilized only 1/10 of the funds allo-

cated for giving loans to gmall- scalc units.

When almost all of the small-gcale units arc in nced of
loans, funds mcunt for giving loans have not been utilized. An
average of 60 days is taken by the 888 to sanction a loan. 8ince
the 888 is trading the funds of poor people, it will not be able to
take reascnable risk. It is, therefore, suggestad that such fundg
which they can provide for small-soale units be utilizad in consg-

tructing Industrial Estatog, which will glve ample protection for
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ancillary industrial cstates have already startea functizning

around oig pudlic scctor undurtaxkings.,

Government of India's Licensing Poiicy
Tawardg the Jevelopment of Ancillary Units

At orosent, the technical ofilcers from ta Dovelopmoent
Commissicn wn Binall-Scal . Indusiri. o in Indla are associated with
the lcensing »f large undis more clzscly irom the time Of the
recelpt of the apolication so that the apnlications might be scru-
tinized from tac anelllarics’ point o0 view toco, As a nolicy such
ccmponents/parts which can e .nade in the small-scale scctor
arc nct bedng lcensed and it is roated to be the responsibilitics
of the large-sceale units to locate such ancillary units. The fficc
of the Development Comndssioner >f Small=-Scale Industrics is
also preparing © Ust i stendard parts,/components that could be
made in ancillary units. Thoese Mots arc made avatlaple to all
government departments for thedr use while orepnring projoct
reports for large-scale punlic scetor undertakings. The lists arc

given widoer publicity so that pr spective entreprencurs in the

large-scale sceter might Dlan their srojucts accordingly.
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Dynamjc Actl.i taken oy 301

o e et——— et et

Recently, the Chatraan _f the 3oard of Investments siated
that the increacse in tie rate of grovith of the Gross Natlonal Pro-
duct sheuld not ae tae enly sojective of economic planners. He
sal. that GIiP growth rate 1s not 2 wie measure o economic deve-
lupment because that growth may nnt oo scgmented. This 15 par-
ticularly truc of tic Philippines, he added, whore adout 60 per
cent <f the natdons wealth 15 concentrated in the hands »f only
22 iamilles. ¢ made tnesc remarks in “Planning and Implement-
ation for Development”, held on january 12, 1372 at the Inter-
continental Hetel in lakatd. The counicrence was sponsored oy
the Speaker of the House of Representatives, the Congressional

Econundc Planndng Office an. the Philiprine Se.nomic Soclcty.

The 3card i Investments Chairman called on economic
planners to dlroct thelr cffurts towarc bringing 2bout an equitanle
distribution of wealtnh amung all {acome grzup to the country.
This represcents real soclu-aconcemic growth. The Chatrman of
the 801 said that uncemployment 15 a sericus problein Mfecting

the country. At prosent there arce one million unemplcyed and

another million underemployed, which together constitute 18.5

par cent of the country's labour force. To sclve the unemploymont
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sroalem, it 45 necessary v develor tae small-scale industrics.
Small units could e startesd with less capital investment and cau

als~ be started in different parts i t.o couutry.

Ancijlary Developient dn the Philipoing:

There arc various instance: of large-scale units in Gther
countrics fostoring the duvaelopmert o0 ancillaries in thelr own
intcrest. The pattorn of industrial development dn the Phiidppines
has beun that @ large-scale unit voould ke to produce all compo-
nents/parts required under its ownroof. This hala historical
justificatien since there were no reliaole ancillarics for 2 long
time. At prescnt, therc are more than :2, 000 modern smadl-scale
units (in 1566, there were 9, 400 units) ana many are ahcad in
produclng quality parts/components. Thercfore, itisin thedr
intcrest that large-seale undts will have to resort & such siiall-
scale units ©.r mcetling taclr requircracnts. As cust consclousness
develops, tiae orocess can be expected to take place out steps
should be takcen to uasten it. The c.all-scale units have now
demonstrates thoir ability to produce parts/coinponents Uf required
specifications ot reasenable cost within the stipulated thinc. Tho

nacessary climate naving thus boen created, it is for the large-

scalc units to take advantage of tacsce facilities available.
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3y increasing the percentage of duties of various parts and
co.inponents >f automobfles, the 301 has helped the local manufac-
turcrs, particularly the small-scalce units and has crcated a last-
ing impression in their minds. In fact, India ado>pted this measure
scveral years back with the result that 2 large number of small-
scale units came {orward tu produce complicated and precision
equipment. At priesent, items like cloctric horns, orakes, and
brake assumbly, carburators, suspunsion and steering garage
tuols, shect motal and other miscellancous items arce being pro-
duced by small units in Indla. On thesc Mnes, new large-scale

units are not given licenses t. produce such things.

ol tc R 2 Ceortatn

In Indiz, the considerable advantage of reserving cartain
ftems of products ior tac development of small-scale industrias
wherc competence of thie scctor to manufacture the ftems tc accapt-
able quality and at rcasonable prices has been fully cstablished.
Items which could technically ke produced sconomically within

the definition of small-scale scctors arc resagved. To start with

only few items wcre resarved and as the small units in improving
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the quality and at reasonable prices, more and iaore items wore
resarved for tham. At present, 23 dteris are reserved for smoll-
scalc units, Lowoever, large units sreaucing such fteas before

were allovied to carry on thedr producti n plus an anaucrl (2 Her
cent expansion. In vicw of the reservation, large units cannot
oy themscives ralse the price of wticies, 2s small units arc in

the ficld to supply simdlar products ai the same prices if not

In India, r cxaiaplc, a numocer i industri.l items such as
clinical thermometers, ready-made garments, hcearing 24ds, cte.
are produced exclusively in tac small-scale suctor. Similarly
in many other cascs, 50 to 70% of the production are carricd out
in this scetor. Of course, in key and basic industrics sinall-
scalc units canntt do much cxcupt supplying a fow parts or

components.

Rescrving curtain iteins for small-scale units after all s
not golng to affect frec onterprise. For wven the large-scale
industrics have tarived under heavy tariff protuction. It is abao-
lutcly clear that the if faport duties had n st been linposed, thoe
local large units vrould nut have come us.  Tho 1aposition of
tariff s in a w2y against the concaedt i "Frec Enterprisc . Loft

t> himself, 2 consumer would naturally ke t> import any item

when cheaper in price compared to an item manufactured in tho




country by a large-scale unit. Thereiore, if items which c:ul” e
prf:)duced cconomically and tcchnlically by small-scale industrics
arc reserved for them, then the freo enterprisc” objection shuuld
not rightly be put forward. After all small units are being run by
small private busincss tou. 1f employnient s to oo arovided to a
large number of pcople with 2 profit, tacn reasonable {tems for
manufacturc >f saall industrialists viil have to be suggested,
stharwisc new cntre rencurs will not venture to come forward
lcaving thea to manufacture wnly “handicraft and cottage industry
products". In an industrially develosed country, doliburate action
must be taken t. bring up a new class of people known as "ancll-
lary manufacturers" otherwisc, a vacuum will be crecatod betwaen

largo-scalc and cottage industry sector.

Since BOI is raising import dutics on A number of items, it
gives an opportunity to new antreproncurs to come forward and
manufacturc such itcms 28 highor rates of import duty will provide
thoem a reasonable profit attraction. The UP IS8T in consultation

with other tochnological agencics should study such possibilitics

and suggost items tc prospuective antrepronours.
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We have thorefore established that it is possible for 2 small-
scalc unit in the Philippincs to produce parts/compenents
ghcaper taan large-scale units for the following reascnss

a. ovorhead custs f small-scalc units are in most cascs
lowcr than thosce f 2 large unit;

b. direct lanour costs in small units arc sometimes lowar
than in large units;

c. &mall units can often specialize in ew compononts
and can thercfore concentrate .n specialized skill and
kncwhow for production of thosce components; and

d. a small-scalc unit may pool contracts from scveral
largc scalc for any particular component or group of
similar components and may thoreby have a much largor
npoduction volume for that component than any of the
large units, and can thoreby reduce the production cost
by using spucial tooling or spucial moethods of product=
fon suited for large volume.

In vicw of the above, it is suggested that the
govarnment introduce tho ancillary developmont con-

cept among small-scalo units.
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Tho Federation is reprosented tiwwough various official and
semi-official bodics Interested in the development Uf sinall-sciu
industrics. The Federation takes up the casces of individual
memoers with respect to thelr applications to import raw materials
and for the supply of machinery from Government agencics. The
Foderation also oficrs information services to its members and
punlish.s 2 munthly bullotin supplicd freo of cost. Furthermore,
it organiz s scctional confurences to discuss problems of parti-

cular industrics.

In vicw of the good work done in the cause of small-scalc
industrics, thc Government of India gave a grant of Rs27,000 to
the Federation towards the publication of the Directory of Small
Industrics. To the Development Counmunissioner, Small-Scale
Industrics, wilnistry of Industrial Dcvelopment, Government of
India, was cntrusted the task of organizing an “All India Exhibi-
tion of Small-Scalc Industry Products ' as an adjunct of the
Socond Afro-Asian Conicrence on Sraall Industrics mecting in
New bLelhi in April, 1971. The Governinent of India gave a grant
of Rs200, 000 to muct 2 porticn of the expenditurcs. Furthermore,

in order to carry nut a detalled survey of small-scale industrics,

the Government »f India has given a grant of 33150, 000 to the

Fedceration and the survey work s now under progress. The




Fedoration has its own building and has opened branches in

differont parts oi the country to sorve its members.

According to the survey conducted by the U P, Institute
for Small-Scalc Industrics in 1966, tacre were 9, 400 small-scale
industricc then c:dsting in the Philippines, but hardly 2 small
fraction of the total units have becoic membr s of the Philippine
Chambeor of Industrics nor of the Pilipino Chamboer of Small Busi-
ness and Industry. It sccems that tho idea of joining thesce orga-
nizations has so far noat been gencrally mceeptea by the small
and medium-sizad sectors as they 7oel they have very little to
gain by beconing racmbers. In the intorcst of small-scaic enter-
priscs, tradc asscclations should be made to perform and exccute

things of mutual interost to the members which cach of them

would not be able tc do by himself. Keeping this end in view,

the following incasures are suggested for adoptinn:-

1) Pormation of specific organizations to lcok after the

interest of small and mediumn units -

There is a great need to iook after the inturest of the
manufacturing units in smail and medium scale industries

in the Philippincs. If it is a composite organization of
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manufacturcrs and traders, it will not be able to give cffect-
ive attontion to the manufacturing proolems of the small
industries. It has alsc been provad clsewhere, that the
small-scale units, by associating with other members, fail
to get attention for thelr problems because the larger units,
by virtuc of their economic position, would try to dominate
the affairs of the Federation. In case the oxisting crgani-
zations fall to give mor: attention to small units, then

there is a need for a strong, separate Federation to come

into exdstence.

In the developing countries, pcople generally do not come
forward to meet the expenditures of small-scale industries/
organizations. It is, therciore, recommended that the
Government consider the plight of the small and medium
scctore with mors sympathy and give a grant of #50, 000
evary year, for a period of three years to meet a portion of
the expenditures for the establishment and maintenance of

the organization.

Publication of  Direct

At prosent, no detailed publication on small-scale

industrics is available in the Philippincs despite the
existence of 9, 400 units. For cffective planning, it is

very cssential to have a detailed book published in the




country. It is, therefore, suggested that the Federation or
any other suitaole organization may be ontrusted by the
Governmient t¢ compile and publish a “"Dircctory of Sinall
and Idecdiuis Scale Industrics in the Philippines™”. The

pricc of cach copy should not p mer.: than 5.00, other-
wise many small units will aot be intercsted in purchasing.
Since the circulation of useiul information to manufacturing
units arc cssentlal from the couniry's point of view, it is
suggested that the Governinent iay glve a suitable grant to
the Federation to wcet the printing charges of the Dircctory.
It may be mentioned hore that tae Smali-Scale Industrics
Federation in India collected advertisement e for the Dircctory
from the mumours and froin other government departmoents to
meot major portions of the cxpenscs. Through this method,
the valuablc Directory could be published at a nominal
expenditurc to the Government as well as the Federation.

Of coursc, Government departiaents will have to make avail-
able various information from their files. Thus, the Direct-
ory will bc able to serve the rapid development of small-

scalc industrics in thc oackward areas.

In order to glive the public an idea regarding the deve-

lopment that has taken place in the country and to promotu
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its futur: growth, it is vory cssential to held an “All-Philip-
pinc Small and iMedium Scalc Industrics Exhibition " in the
Greator rianila arca. Arrangomonts may be made to give
demonetrations of simpl. machin.s, su that people will
know for what uscs the machines could o utillzed. Many
developud countrics «ill be glad te take part in such an
exhibition as it will provide a goldacn opportunity for finding
markot for thoir cquipment. At the same time, local people
will have a chance to sce the diiferent types of cquipmont
and their pricc ranges. Enough ciforts will have to oc madc
to collect the products produced in the different provinces,
as it will glve the planners an idea regarding the develop-
mont that has taken place in the country. If possiole, pro-
ducts of cach category item may oo displayed in scparate
blocks. The Exhibition will stimulate the future growth of
small-scale industrics. Possibly arranged by the Small-
Scalc Industrics Federation with active government support
in all respcects, the duration of the Exhibition may last for

a pariod of two months. Oncc the Exhibition proves success-
ful, similar shows on a smallcr scale may be arranged on
important regions as it will give the people an opportunity

to scc the progress their country has made.
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The Foderation of S8mall-Scale Industrics in the Philippines
should assumc the responsibility of scnding the proprictor
or the deputy of cach unit to undergo various types of
management training programmes given at the UP ISSI.
8uch training will benefit their members in running their

units in a modern way.

The Governmont of the Phillppincs may give proper repro-
scntations to various bodics t> the Federation sc that it
could offectively voice »Hut the fealings of the small

industry soctor.

A dolegation of 6 to 8 memburs of the Pedcration may be
scnt to Japan and India, undcr the sponsorship of the govern-
ment, to sce how the Small-Scale Industrics Faderations

have been organized and functioning in those countries.

Rogional Small-~Scale Industrics tradc associations should

ba formed, strengthenod and doveloped.

That thc national and provincial governments should take

the intiativo in organizing and promoting meatings to dis-

cuss thesc problems.
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The above recommundations if implemanted, will inculcate
sclf=discipline, achicvement of higher productivity, better
quality, otc., among the small enterpriscs. Any financial assist-

anca givaen to such activitics will, thercfore, be a profitable

investment in the developmint of the small fndustry scctor.
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CHAPTER IX

MOBILE VANS FOR DENONSTRATION
IN RURAL AREAS

The Mobilc Demonstration Vans have an important role to
play in the development of the rural and industrially backward
regions of the Philippines. The iviobile Demonstration Workshops
could be sent t the rural arcas where there are concentrations
of traditicnal artisans with a view to wducate them through the
demonstration of modern inachincry and cquipment. This will
help them understand that the application of modern techniqucs
in their production line by using simple powor operated machines
can save a lot of labour and moncy. Once they realize this, the
mobilc vans are sure to create a great enthusiasm among the
artisans in thc countryside. The artisans must be given a chance
to operatc the machines mounted on the vans if they so destre
and be helped to repailr their tools. The interested artisans
could be given further practical training in thelr respective trades
for a period of 4 to 6 wocks. The message of industrialization
can thus be carricd from door to door in the industrially backward
arcas throughout the Philippincs by conducting on-thoe-spot

demonstrations.

The vans may also participate in small industrial exhibi-

tons or fairs to cducate the people in the use of the improved
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During thc year 1969-1970, the Iaoolle Workshops attached
to varicus Small Industry Scrvice Institutes continued visit nyg
rural arcas for demonstration and training purposcs. Training is
impartcd through such mobile vans by the staff to the interested
artisans in tradcs like, blacksmithy, carpentry, shect metal,
pottery, lcather, glass blowing, gencral cengincering, cte. In
the same ycar, cccording to the information, about 3, 400 demons-

trations were organized and 1, 600 rural artisang were trained in

diffcrent parts ~f the country through these mobile workshops.

By way of illustraticn, the type of cquizment that are
nceded in carpentry, leather and blacksmith mobile vans are

mentioned as undor:

Mobilc van with body

Machinery

Lathe

Bench Milling machinc

Bench Drilling machinc

Bench Grinder

Spct Gun Welder

Diescl Generating Sct

Hand Lever Shearing 1 unit
Hand Powcr Drilling machine 1 unit

Anvil and other small itoms
ABOUT




Approximate C: 3t
1 Van with body #50,000

Punching and Eyc¢ Letting
machinc

Upper Leather Skiving
machin.;

Skiving and Ranging
machinc

Bent ncedle cutside
stitching machinc

Straps Cutting vdge marking
and emb.sing machinc

Sole Stitching machinc

Sole Splitting machinc

Spindlc Press

Heel Attaching machinc
Upper Scwing machinc

Hand Scam Rubbing
instrumcent

Strap Holding machinc

Cumbinced Finishing machinc

Diescl Generator 10,000

#77,250
VVVVWVV
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Therc are a large numoer »f small units supplying parts/
components to large-scale nublic and private sceetor un-.ior
takings. Thuse units arc oy naturc "jobbing sho.s8" and
undertake production according t - the contracts recelved.
Often they 45 not have a manufacturing programme of thelr
own wven for thuse components decause  they depond mainly
on the orders they recoetve. Coaprehensive datz on the
axtent of this activitios and the oroblems faced by thise
units arc not available. Itis, tacrefore, suggested that
spcclal surveys be undertaken by UP ISSI to study the posi-
tion rogularly ospccially in greater Mianila and Cebu arca

whare there 1s a concentration of such units at present.

Small-scale ancillary units arc often at a disadvantagce in
sbtaining raw matorials of the required spoecifioations. It
is suggusted that in the future, a department in the UP ISSI
be wpened to help the ancillary units, particularly to deal
with the liaport of raw materials. If a recommoendation s
recodved from UP IS8T, it should be acceptod by the autho-
ritics concerned and import licenscs be issucd without fur-

ther scrutiny.

The technical officers of the UP ISSI shculd be associated
with the lcensing of large-scale units more closcly from

the timc of the recelpt of the application sc that the
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tools and equipment and the application of modern techniques in
their manufacturing line. Thesc vans could easily create an
industrial tempo in rural and industrially backward arcas of the
Philippincs. In places where clectricity is not available, one
among 3 vans which normally constitutc a group could be fitted
with a gencrating set operated with diesel oil, thus supplying
power to all the vans. Each van including cquipment for demons-

tration will cost about B65,000.

In 1956, when the integrated development programme for
small-scale industrie s was started in India, thc programme of
Mobile YVans was also deemed to develop small-scale industrics

in backward and lcss industrialized areas of the country,

Ford Poundation has donated 45 mobile vans fillod with
equipment on various trades such as shoc-making, sheet motal
products, glass industry and enamelling, pottery, repair of oil
engincs and pumps, clectroplating, clectric wiring and winding,
etc. The Government of India has agreed to meet the expenditure
of the staff emplcyed in cach van, togcether with its running
expenditwre. Since 1956, these 45 mobilc vans have been doing
a useful work in bringiag cut a large number of entrepreneurs in

backward arcas.
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' 4. Moblly Carpentry Van
Approximate Cogt

1 Van with Lody #£50,000

1)  Wood Turning Lathe 1 unit 600
2) 2ig Saw machinc 1 unit 300
3) Spindlc Ioulder 1 unit 600
4) Bonch Orilling machine 1 unit 500
5) Circular Bunch Saw i unit 1,000
6) Double vnded 3ench grinder 1 unit 300
7)  Wolf dand Drill 1 unit 600
8) Jointer and planer 1 unit 900
9) Spray Painting machinc 1 unit 700

10) Band Saw Brazcr lunit 250
ABOUT B56,250

VVVVVVV

Each van ncods oné technical supervisor, one driver and one

cleancar,

Under the bilateral agrecmont, many developed countrics are
now halping the doveloping countrics by way of supplying equip-
ment and tochnical know-how. It is suggusted that in case the
Govurnment of the Philippines agrecs to have these mobile vans,

then they may approach any country or any international agency
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to request for a donation of 6 or 12 such vans with equipment

under a bilateral agreement.

Recommendations

1. Out of 10 regions formed for the development of small-scale
industries in rural areas in the Philippines, 2 or 4 regions
may be selected 1 the pllot stage for giving demonstrations

and training through mobile vans.

2. Each region must be supplied with a group of 3 or 4 vans

dealing v.ith various trades.

3. The administrative control of the vans should remain with the
Regional Institute of UP ISSI, which will arrange suitable
demonstration and training programmes in each region in
consultation with other local agencies who are interested in
the development of small-scale industries. The staff
attached to these vans should be able to provide information
about the spocifications, prices, sources of availability of
the machines, and the terms and conditions under which

institutional credit can be handed for long-term and short-

term credits.
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C i \PTER &

ABGICHNT DOVELCELENT
ToxCUCe, - a3 ALL=sCL LS LLIDUSTARIES

A g.gjgulgg;al sconomy

Th. Fhilippine .conemy i acriculturally=-bascd, Since
B49, 2an anaual averac: of mor: than 30% of th. not domestic
product (1355 priccs) come from the agricultural scctor, In tcrms
of umploymunt, it has provic.< jobs to an av.ragc of more than
58% of the total labour forco during the period 1057-1969, car-
ly 56%- of the familics in the Philippinces arc zngagad in agri-
culturc as thuir main occunation, An average of morce than 85%
of thc country's 10 principal ¥ port=caming items sinco 1949

bclong to the agricultusel soctor,

During the last ten ycars, considerabac attention has
bcen given to improve agricnltural practices in the country,
twore and mor. of such improviemonts arc undorway in agriculture
opcrations, .. mcchaniz.d farm, however, will no longer be
ablc to umploy additional handz, rather, it will throw pecoplc out
of cmployment. Foncu, those that are thrown out of job in the

rural arcas must find altornate cmployment; ctherwisc, it will

upsct the cconomy and croate soveral other problcmas.,
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The Chairman of the 3oard of Investmants made a state-
ment last January 1972 that at proscnt there are onc million
uncnploy<d and another one million underemploycd pcople in
the Philippines, which tosoth :r constitute 18,5 per cont of the
country's labour force, To solvc the unemploymaent problem in
the country and to brin:; about social justice, he proposcd an
industrial development plan  the main featurcs of which arc the
c¢ncouragement of uxports anc a rcegional disporsal plan whoereby
rmanufacturing firms could e Ustablished in the different

rcgions of thc country,

E¢ also called the cconomic planners to dircct their
2fforts to bring about an czuitable distribution of the
national wcalth among all incoric groups in th. country s it
represcnts real socio-ccononic crowth, e also wamod that
pcasant unrest might increasc in the coming ycars in an cven
greator scale {f stops to achicve a more cquitable distribution

of wealth arc not considered in cconomic planning,
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Takina thes: facts into consideration a rogicnal develop=
ment strategy has been preparcd by the Fresidential Zeconomic
Staff in NMovember 1971, Vhile proparing the plen, it was gene-
rally agreed that on. of the biggust drawbacks to tho regional
dovelopment planning in the Fhilippinc: has boen tho dearth of
integratod and authoritative information about geogra phic regions,
th: orcscnt state of developricnt and its potentials for furthoer
Govelopment,

According to the schemo drawn, of the $3& million IBRD
loans, $57.11 million has boen relent to 80 privat. investors of
which $44.01 million has bcon rilcased, rrom the ADB loan of
520 million, $5.81 miliion wras rolint to 21 projucts.

In all dovelona? and auvoeloping countrizs, it has been
recogniz.d that on cconomic greunds, small=scal units could
providc morc job opportuniti.s than largc-scale oncs, To
orovide morc jobs, srall units arc most suitablc becausc they
don't have the disadvantages of large=scale industrics, such
as capital intensivencess, larg.r amount of import.d machincry,
transport and communication facilitics, Busides cortain types

of limited resources could only be explofted in thoe rural arcas
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by small=scalc units, In spitc of the spccial advantages of

this scctor, howuver, they are not mention.d in tho plan pre=-
pare;i by the Fresidential Sconomic Staff, The Plan, therefore,
nceds carly amendment because, along with the d>velopment of
big industrics, the smaller units must also be developed for
various rcasons, 3inc. the conce pt of duvelopment include
forcign exchangc obtaincd from international orcanizations,
scveral small units could be holped in obtaining imported capital

goods,

' Tt oY o -~

According to the survey conducted in 1960 by the UNESCO
National Commission of thc Philippincs, in cooperation with the
UNESCO Rescarch Center: "V/hile industrialization as a whole
strongly affects the family life, small-scale industrics have
nbt"materlauy altered the age-old traditions and patterns of
living of thos. people who are dependent in thesce industrics, ®
For this particular rcason, it is suggcostoea that the Presidential
Lconomic Staff should do somo planning for the development

of small-scalc industrics in various ragions of the country,
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For purposus of duvelopmental planning, the 64 provin-
ces in the Philippines have been dividad into ten regions. In
addition to the Mational “ovurnment cfforts, soveral regions
have also drawn 2conomic plans. For cxample, the i«iindanao
region has drawn up a five-ycar plan for its development,
According to the 1960 census, 20 $° of the total population in the
Philippincs arc staying in this region and this rogion contributes

229% towards national incomc,

According to thc plan, it is cstimatoed that the industrial
sector will providc an additional ecmployment to approximatoly
25,000 pecople a year and total employment of 125,009 for the
ontirc five-ycar period (from 1971 to 1975), Thouch this region
has snough potential, cspocially that of wood and food process=
ing industrics, the estimated cmployment to be gencrated is not
much, This is bccausc the S-ycar plan aims only at devoloping

capital-intensive industrics.
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[ 2 P 3

iviany of the provincer have taken intercst in conducting
surveys with the help of UP ISSI. When the UNIDGC Small
Industry Doevelopment ciport visited the Surigao province, he
was very much impress.d to soo the offorts ma:dc by thi: Gover-
nor and Vicue Governor towar:!s the dovelopment of small-scale
industrics in that province. £ csearch an< Development Contre
has becn scet up and 1 uscful booklct has been prepared to fur-
nish various vconomic information to prospcctive entreprencurs
cncouraging thom to sot up suitabllc small=-scale industrics,
For want of facilities in the development centre, th. Governor
has supplicd his own personal air conditioning unit anc furni-
ture. A& group of cnthusiastic young officers have bocen taking

considerablc intcrest in the promotion of small-scale industrics,

The Philippincs is the largoest coconut producer of the
world, In 1368, it supplicd 537" of the world's copra tradc and
23S of the world's coconut oil, In the coursc of his visit in

onc of the backward ragions, the UJIDO export saw tons of
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coconut sholls heing burnt ac iull in one of th. coconut oil

Yy

procducing factorizs, Tho dry wood avatlabl. in thoe forost croas
shoulchave becn used as full for the boiler instend of the
coconut sholle whizh coulc be “rofit bly uscsd in the manufacture
of activ~tod carbon, iz ~2uthoritica should provent any manu=-
facturcr irom wasting the nation!s natural sesourcos. It is truc
that in some arcas coconut ~holle 2re being us.<! in the manufac=-
turc of activated chareoal, I ciere of such unit:: oul” b sct
ug, thcy will not oniy carn bacdly necded foreigr cxxchange but

also provide additionai employmont,

In 2 visit to a government ice factory in Zamboanga, the
UL IDC Expert on Small Industrice found out that though the
production capacity of th. ic. plant is 32 tons ~.r day, only
15 tons arc produced. «sked 23 to why he s not opurating at
full capacity, the Goeneral Managor reasoned that there is no

demand for ice in local arcas,

A survey conducted by the Food and Agricultural
croanization revealad that tin: figh -ieposits in the Zamboanga
arca forms the scceond largyest in the world, Yot, inspite of

thc availability of fishen, thoy can: vt be proocrly cxploited y

for lack of mechaniz.oc boats, It may be obscrv.c that on
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applications might be scrutinizec fr>m the ancillarics »oint
~f vievs, Such components/parts which could be mado in
the small-scale sector should not e leemsed and it should
be the resp nsiollity of the iarge unite to locate ancillaries.
However, the UP ISSI should heip the small-scale units s.
sclected by rendoring technical and inanagerial assistancce
t5 the required degrec.  Before finalizing agrecnmcnts with
foreign collaburators in aiding the country, the items t: be

manufacturad must o clearly spectiled by BOL.

The UP ISSI sh:uld prepare list of standard parts/components
that could be made in ancillary units. Thosc lists should be
made avatlable to all Government Departments for use while
preparing project studics of large- scale public scctor undor-
takings. The lists should also be made available to the
Buraau of Storcs Purchascs ami memiders of the licensing
committcc. Tho lists may alse be given wider publicity

8o that prospective centreprencers in the large-scale seotor
might plan their projocts accordingly. It is, however, to

be appreciated if thuse lists couid only be illustrative.

The UP ISST should publish a quarterly bulletin containing
details about the capacitfe s available in the small-scale

sector for manufacture of various components/parts, sub-
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account of th. >xisting aystums of requiring "collateral® for
loans, fishermen desirous to uxploit the natural resources ca=not
gct the doesired loan from the banks., The government should do

somcthing about this 1g carly 22 poscible,

A _Bold Strategy

In view of the goographical position of the country 2nd
as the major portion of it is backward, it will not bc possible
to sclect too many regions for development. A suitable intensive
development may be drawn up for 3 fcw arcas in utilizing
available resources, Since incentives cost money, thosc should
b given only in sclected areas in the backwar.! rcgions, Having
some basic potential for dovelopment, t.co, having some infra e
structurc facilitics or availability of raw matcerials, so that they
can bring forth maximum results, It would thorcfore be worth -
whilc to sclcct only a fow growth points in cvery province, say
two or threc to concentrate attention on them, Simultancously,
prefcrence may be giver in the provincial J_vclopment programme
to the construction of buildings, approach roads, zroction of
transmission materials, otc, to these sclected backward arcas,

Thesc areas should also act preference in the allocation of new

industry according to thc growth potential of the arex, To

begin with, industrial cstatcs should be set up on @ modest




scale between threo to siy hectares of land ans as the demand

increascs, they may be cxpend..c, Common facilitics and
sommon scrvice workshops shoulc also be sct up 2t one or two

placces in the backward rogione in ¢ach rrovinco,

Moead to Carry Cut Surveys and reasih ilit

3incc it would be wastiful and incffectual to spread
rcsources too thinly, 2 schome of pricritics shculd be drawn up
extending over 2 period of @it loast 2 <iccade and only areas
having some potintial in terms of basic infrastructurc, raw
materials , market entrepreneursanip, availability of skilled
labour, ctc. should bc sclectecs This is becausc monctary

incentives alone will not bring about the desirced cffect,

Dolicensing of Industric

Delicensing of industrics, it is felt, is not an "incen=-
tivc," but a stretegy to be implemented in such @ mannoer as to
prevent urban agglomeration, It is no usc for more industries to
bc started in Greater vanile, Dclicensing should be favoured,

particularly for 2 location in 2 backward area,

Preference in Licenging
30 long as industrial liccnsing continucs, the BCI should
give preference te viable schemes proposed to be sat up in the

backward aroas.




214

Though on: favors the dcvelopment of small and
mcdium-scale industri s in backward arcas, dovelopment ot

large=scale industry need not bo ruled out,nll th. morec so

when 1t is bascd on loc1l raw materials,

NMeccssary preference may be given in the allotment of
forcicn exchange for the tmport of capital cquipment, otc., for
viablc projects to be sut up in backward 212235, 7hese indus-

trics, howover, shoul not bo ~1llowe:! later to mov. to the

morc developed arcas,

As regards raw materials, it is botter that an industry
in a backward arca should hc based substuntiallv on locally
available materials, Liowever, if 2 small percentage of impor=
tcd scarce raw material is requirec, priority or morc favorablc
troatment in the allocation of such matcrial shoull bo accepted,
if the industry is locatod in 2 backward area. To avoid the
possibility of any misuce, it is Jdesirable that their roquire=
ments and the fact of their being located in 2 backward arca

should be certificd by the officers of the Regional Industrial

Development Department of the UP ISSI,
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acilitic

The porsonnel requirced for manning industrics set up
in thc backward arcas shoulc. ¢zt preferential treatment in the
intak: of thu. existing industrin] training institutes and other
technical institutions that may be sot up in the fiturc, The

UP ISSI should conduct sp.cial training coursces accordine to

the particular ncod of thesc¢ industrics,

In the normal coursc, it s unlikely tt the backward
arcas woul! attract the attonticn of private cntreproncurs since
the advantages of setting up industrics in 2dvanced rogions arc
8o alluring that cntreprencurs arc temptcd  to sot up units in the
wcll=daveloped arcas only. In ordor to creats the dosired situae
tion and to provide attractions in favor of backward arcas, it is
pocessary to offer certain spoecial incentives to the entrepre:-
ncurs $n the backward arcas, inter alia, in the matter of fixed
asscts, 1.0, supply of developed plots, built-up accommoda-

tion, machincry anG cquipricnt, ctc,

Fiscal Incentives
Thc following fiscal inoentives arc roccommended for

attracting ontroprencurs to sct up industrics in sclccted back-

ward arceas:



a. Grant higher development rebatos to industrics
located in the backward! areas,

b. Grant of uxomition from theeme tax including corpo=-
ratc tax, for five yoars after providing for the
development rebates,

c. Excmption from the payment of import cutics on plant
and machinery, components, ctc, imported by units
sct up in the backward arecas,

d. Supply of clcctricity at cheaper rate,

Incentives and grants given in Western countrics for

starting industrics in the doprossed arcas may be sce in Appen=

dix C,

¢S Cvere g
Alrcady Doveloped Arcas
Advantages of locating industrics in arcas already indus-
trialized arc so overwhelming that private investments tend to be
attrected to these well=doveloped arcas, This creates nume-
rous social and ¢conomic problems ke supply of water, clec=-
tricity, transport, housing, maintcnanc. of law and order, etc,

Further development in Greater Mantla, therefore, has to be dis-

couraged.
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oince the centronrencurs in the backward arcas are to
bc advised about the type of sianll=scale industrics in the
region to be started, it is most lesirabl that UF IS8T will have
to open three or four regional offices to furnish thom with various
technical information, It i5 clear that without such 1 tochnical
assistancce, the rural entreprencurs will be mot with difficul-
tics, Zach regional office must have technical officers to guide
the people at all stages, arc raust be taken to soc that proper
pcoplc are appointed to man these regional offices to serve the

necds of small industrialists,

The Reglonal Institutes of UP ISSI should coordinate
the work of the National Provincial agencics when it comes to

the devclopment of small-scale industrics,

Intensive D

In backward arcac of the Philippines, spocial cfforts

are required to convince the poorle about the uscfulness of
starting small-scale industrics. After 111, peonle want to be
convinced of the usefulness of starting a small=scale industry,
It is therefore suggested, as is betng practiced in Inain, that
all the developmental agencies contrusted with development

programmes, such 1s the Development Bank of the Fhilippines,

Board of Investments, UP IS31, the concerned provincial




govemment and others must carry out an "intensive campaign"

in selected arcas, Inan intunsive campaign programme, all
thc agencics of developmont menticned above visit the cnire-
preneurs at his doorsteps. This is 2 doviation from the normal
mcthod of having .entrcpronuurs come up to Manila, incurring

heavy expenscs in the process.

Before campaign is launched in a particular area ¢ 2
quick survey rcgarding the potentialitics of developing small-

scale industries has to bc carried out, Wide publicity must be

given to the findings of the survey. A group of tochnical officers

then visits thc area. Through lecturss, demonstrations, visual
displays and discussions, they create an intensc desire among
the local entreprencurs to sct up small-scale industrics. The
technical officers of the UP ISSI will have to provide cn=the-
spot technical information and specialized advice and help the

entrepreneurs to make up their minds about setting up of indus-

trics.

Such an intensive campaign programme thus assists the
entreprencurs, who, if lcft tc themselves are unlikcly to sct up
industrial units, During intensive campaigns pcople are con=-
vinced of thc rationality of sctting up a small-scale industry and
are prompted to take positive steps and give a practical shape

to their dream of setting up an industry,
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The uscfulness of such a campaign was amply justificd
at the Fourth National Convaention on Small and Medium Indus=~
trics held in Pangasinan from Fcbruary 3-5, 1972, About 300
delcyates drawn in from differont parts of the province expressed
their surprisce about the availability of facilitics for starting an
industry. Considoring the results brought in India through such
campaigns, the UNIDO cxpert on Small Industrics Development
is fully convinced that if sincerc offorts are madc by the
agencies of development in the Philippines, similar rosults

could be achieved in other rural areas,

Agro-Industrics

Concept ually agro-industries are the industries depen=~
dent not only on the output of agriculture and allied activitics
but also in the input in agriculture like agricultural machinery
and implents, fertilizers, pesticides, ctc, Agro-industries
fnclude industries covered by the following three criterta:

a. thosec which cncourage greater inluts into agri-

culture;
b. those which lead to better proccssing and conversion

of agricultural commoditics; and

¢. those which increasc agricultural production,
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The importance of thc role of agro=-industrics in the
Philippines which is primarily agriculturc-bascd is, therefore,
quitc obvious and nceeds no cmphasis,

The UNIDO Expert on 3mall Industry Dovelopment was
suprised to lcarn during his visits to various provinces that
people believed that only large-sized units will have to be
started as agro-industrics, B30I must clarify to the people that
according to scale of operations, a number of small units with

capita) livestments betweon 23,090 to 100,000 could also
bc set up as agro-industrics to utilize the locally available
raw materials and whose production can be consumcd by pcople
in the locality. Eaving scen the countryside, the UNIDO
Expert on Small Industries foels that 2 number of small units
could be started as agro-industrics in the Philippines. The

list of suggested industrics will be scen tn Appendix D,

Recommendations

V/hile drawing up devclopment plans in the provinces,
cfforts may bc made to sugocst suitable ttems to bo developed by
thce small-scale sector, Detailed scheme on cach item will

have to be preparcd. There raust be perfect coordination bet=

ween national and provincial plans.,




2. To attract cntrepreneurs to start industri:s, a
number of incontives must be offered, as is practiced in a

number of Western countrics (hppendix C),

3. Since incentives cost money, two or three regions
may be selected for intensive development of both large and
small=-scale industries., On thc basis of the experience gained,

other regions may be sclected for development.,

4, The Decvelopinent Fank of the Philippines and other
financial institutions must takc leadership to construct small=-
sized industrial estatus on 1and between four to six hoctares,
To start with, 20 or 30 sheds may be constructed., Total cost
for lanc and building may be limited to an amount below

250,000,

S. District surveys must be carried out by UP ISSI and

BOI to find out the typc of industries that could be started,

6. Intensive campaings patterned after that conducted
in India must be carried out by 211 the Philippinc agencies

concerned with economic development of backward areas,

7. UNIDC should provide an expert to start industrics

in the backward arcas, Thc Expert must have considerable




agscmblics requircd py large-scale units registered with
therna, as also data of the work that thesce large-scaic unit

are willing ¢. sub--.ntract. Tais oulletin will  thus oring

together the prospostive largo-neale and smail-scale units,

and stirulate their ancillary relationship.

In the case of large-scale units  proposed to be established
in the public sector, the scop - to develop ancillarics should
be considered cven while preparing the project study. The
project rcport should contain acfinite recommendations re-
garding .stablishment of an ancillary industrial cstate.

The UP ISST should bo associated in preparing these project

reports to the nccuessary oxtent.

To lock aftur the development of ancillaries, the National

Economic Cuuncil should appoint & Standing Committee on

ancillary development. Roepresentatives o f the chambers

of commorc., varicus government departiacnts, few people

from large cnd small-scale sectrs be suitably represented.
Regional Committee of the Standing Cominittee on

Ancillarics might be cstablished in fow provinces.

S8oon as the necessary climate has been ercated for the
development of ancillarics, it will be best if the Chamber

of Commcerce and siiaflar othar associations should take




planning and practical experionce in developing industries
in the backward areas, particularly agro-industrics and manage=
ment of rural industrial cstatcs, as well as conducting intensive

campaigns in backward areas,

8, UNIDO should provide one fellowship for six months

to an officor from the Philippines to study the dovelopmental

cofforts that have taken placc in the United Kingdom, Denmark,

Neotherlands and India,




PART I

A, INTRODUCTION

UNMIRO-ILO Survey Iodm
Mr. Lioncl Cresson = Charter Engineer, Industrial
Consultant, former ILO Projcct IMamager,
Institutc of Small Industrics, Egypt, is the
1LO member of a two—-man team,
Mr. K. L. Nanjappa - Development Commissioner,
small-Scale Industrics, New Dclhi, India, is

the UNIDO mcmber of the team,

The UNIDO member arrtved at duty station on November
5, 1971. The ILO member arrived at duty station on Decomber

22, 1971,

Torma of Reforence
To advise and assist the goverBnent of the Fhilippines
in the formulation of 2 comprchensive and integrated devclop=

mont programme of assistance to small industrics.

Mr. Cresson,to form the second member of the two-man
tecam will lay emphasis on thc nceds for management davelop=

ment programme of assistance to small industrics.



224

Likc the UMNIDC inomber, the ILO mcember was given
working accommodation at the UF Institute for 3mn 11=-5cale
Industrics whoere all assiztance was made available for whilh

much appreciation is hereby cxprossod,

The UF IS3

The University of the Philirpines, by virtuc of the bila-
teral 2greement betweoen the o overnments of the thilippincs and
thc Netherlands sioned on | iarch 2, 1966 : ¢stablishcd the Insti-
tutc for Small-3cale Industrics for the purposc of training at
post-graduate level qualific? scerscns who will zventually assist
in the promotion and development of small incustrial cnterpriscs,
Through its five ycars of existence, the Institute has expanded
its scopc of activitics towar.is technical 1ssistanco to small-
scale, as well as medium=-sizoed industrics, The constitution
of the Institute was fixed by f{cepublic Act No. 5341, defining its

functions and providin: for its financing and fcr other purposcs,

Objcctives of the UF ISSI

1. To train competent persons at post-graduate level
for specialization in assisting and promoting small and medium=

sizcd industrics,

2. To provide advice and guidance on productivity

improvement to small and medium-rized industrics,




o

225

3. To crganizc spocial coursus, scminars and
conferences for managers and cxccutives of small and medium=-

sizc industrics.

4. To conduct regional industry surveys for publica=-

tion and distribution to small an¢ mcdium=-sizod industries.

At prescnt, 1t is cstimated that there exists in the
Fhilippines over 10,000 small-scale industrics, There is a
strongly felt nccd for adequately trained personncl to assist
these small entrepreneurs in the fleld of management techniques,
in-plant consultancy, training, cxtension and demonstration
facilitics. The Institutc has 2t present not cnough qualified

personncl to activate to the full all its objcctives,

The UP Institute for Small=Scalc Industrics has under-
takon the following activitics lirocted to smail and mcdium-sized
industrics:

1. Thc 1SSI conducts a consultancy coursc on a full=
time basis for pcriods varying from four to eight months, It is
intended for persons At post-graduat. level and covers the
ficld of increascd productivity of existing industrics and the

promotion of new industries,
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2. The ISSI conducts a continuous serics of short-
term special programmes through the ycar on such ficlds as
work measurcment, low cost automation, gencral supervisery

management, managemecnt accounting, ctc.

3. The ISSI provides a consultancy scrvice which
undortakes preliminary surveys of the business and recommends

what specialistic advicc is required,

4. Where possible, the ISSI gives advice on the tnstal-
lation of cost and budgotary control systems, inventory and
productic.» control system, and applications of mcthods of study

and work measurcment,

5. Thc ISSI also conducts area surveys of spocific
regions of the couatry along the ficld of potentials for industrial

development,

It will bc noticed that the training activitics of the UP
ISSI have been dirccted to competent persons at post=graduatc
level. It has also been obscrved that participation in the semi-
nar courses organizud by the ISSI has becen principally by person=
ncl of the medium=sized and medium=large enterpriscs, The
participation by small-scalc industries as such has averaged at

about 10 per cent. It is cvident that the small entreprencurs
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have bencfited little from those courses and scminars. Cne
rcason for this m1y be becaus.  the type and calibre of

training 1is taking him out of his depth, It will be necessary
that the Institute tailor courscc that will fit the small entro-

preneurs and his workers.,

The ISSI should also continue its courscs as at present
as this serving 1 uscful purpose and scveral industrial person-

nel are bencfitting therefrom,

4 meodern manufacturing cconomy in the largc or small
sactor is not complete and not as cfficient as it should be,

unlcss it is supportcd with cducation and training.

It is also of inmportance in industry, large of small, that
wharever goods and scrvices arc exchanged "standards” provide
a €ommon basis and criteria for judging the quality of goods and

sarvices,

In the Philippincs, thore oxists a number of full-fledged
univorsitics and a number of institutions for higher technical
cducation, vocational training centres, and over 100 trade schools
spread over thc whole country, The ISSI is also offcring training

courscs for small and mediu. Industrics.




In the Philippines, there also exists a Burcau of Standards

ostablished undir Republic isct iTo, 4103 in 1954 and is function-

ing as an authority for the csthblishment of Mational Staniards,

The introduction of manufacturing activitics that consti-
tute a technological break with traditional handicraft has given
rise to the omoergence of small industrinlists whose origin can

be tracced back to diversificd entreprencurial background,

The small industrialist has to assume many roles when
establishing and opurating his cnterprisc. He will require a
decree of specific knowledoe and skills related to production
technology and an overall knowlcdge of gencrrl management,
financial activitics, administrative matters, marketing and other
commcercial practices, All thesc activities are closcly inter-
rclated with the entreprencurial functions of the working
proprictor and it will be nccessary that he enters into some

spoecial training programmnec,

To mect a programme of development for small=scalc
industrics training procrammes have to boe adjusted to manpower
nceds and wherever possikle facilitics providod for initiation
into scveral kinds of manu2l work, It is important in small |
industry dcvelopment to help a man perform a particular task more

cfficiently and to develop him to takc added responstibilities,



The organization of troinng procrammes for small
industrizs faces a number of ~roblems which ars s ignificantly
different from those oncounterco in preparing and implomen*ing

training programmcs for porsonnel cinploycd in larger enterpriscs.,

As far as pessible tratning is organized for groups of
small incustrialists who are <njaged in similar manufacturing
activitics, Othecrwisc, the training will have o bo given direct
tc the small industrialist through consultancy and extension

scrvices,

Entrcprencurial tratning cfforts are Hkely to be morc
successful if concetved and implemented as an intrinsic part of

an overall plan of action to develop the small industry scctor,

The concept of training the "small enterprisce” will
roquire the preparation and organization f spceial programmes
to train small industrialists in cntreprencurial and managerial
skills as well as in modern production techniques sc that he can
appreciate and adopt 2 standardization system in his manufactu-

ring operations.,

Standardization todey bears an intimatc rclationship to
industrial growth, particularly as an imgortant factor in the devg=

lopment of small industrics having an export crientation,

- W Sa .o
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For small industrics to develor on a stable basis it is most
important that such industri.s adopt and implement 2 Standard-
lzation Programme s5 2s to producc goods of reqular standard
quality, stzc and workmanship suitablc and acceptable to the

Home Market and Foreign Tradc,

Without standardization, industrial dovelopment will
progress slowly, with lack of ciisciplined cfficicncy and within

a climatc of uncertainty.

Only through the cffoctive introduction of standards or
some definite requlated form of control will it be possible to
change an adhoc pre-industrial cconomy into 2 modern officient
industrial cconomy increasing its organizational and tochnical
lovel by the use of proven techniques and management control,
standardization can be a short-cut to production officiency and
assist to offsct the acute shortage of qualificed and experienced
personnel and also contribute towards just and fair transactions

in trade and industry,

In this way, thc small entreproncur can be assisted to

develop his business aptitudes along with his technical know=

how through training in a live working situation.
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sincc it is the policy of the Govemment of the Philip-
pinecs to stimulatc development and promotion & small fndus=-
trics, it is then encumbent on tho g .vernment to provide
cortain facilities, incentives and technical assistance to
‘enccurage the ostablishment and growth of small industrial

enterprises throughout the country,

Among the vory many spheres for government action
noeded mention {s made here in respect to Chapter No. XI and

Chapter No, XII for three arms of action:

a. Provide special training facilities for workars,
technicians and management staff, including special training

programmes for owncrs of small conterpriscs,

b, Technical assistance facilitics to support the ope=
ration of individual small undcrtakings, sach as technical
research, testing facilities for quality control, implementation
of stmdardization, devclopment of processces and tecchnological

advisory sarvices,

¢. The cstablishmant of small industrics scrvice insti-
tutates and management development contres which could

undertake specialized trainine programmes, couplod with advie

sory and consultancy scrvices,




tho load to bring the large-scalc and small-scalc units
togethar to foster thedr anclilary relationships further.

Oncc in 1 year, an Ancillary Exhibition Jf Parts/Componcnts
made by small-scale units be held se that large units will
know what is produced by the small-scale units, and even
the small-scale units thumsclves will seu the things pro-
ducocd by other simall-scale units. This will 1lso nelp in
undorstanding improvements taking place in the ficld of

product designs.

UNIDO should make available an expert in ancillary deve-

1zpment t¢ help the UP I8ST and the small-scale units in

the Philippines in the proper dovelopment of anctllaries.

The cxport should be an Englnoor with considorable field

expariencas.




From the discussions ia Chapter o, £I on the nrocess
of skill formation for small manufacturin; cnterprises in its
various aspects, the indicaticn is that specialized training for
small industrics is 2 develsping soncept requiring special
cfforts to cnsurc that this training will fully mect the objcctives

for which it has becn dosiined,

A follow=up systom and oxtonsion service tc ascertain
that thc small enterprisc it bencfittinge from the proper implement=
ation of the techniquios and skills the working industrialist
gatned from this spucialized training. In this way, the small
cnterprtée would havce the bencfit of centinucd advice and quid=-
ance as well as other scrvice facilitics which weuld cnhance the

cificicnt operation of the centurprisc.

In order to tnsurc that funds spent and offorts made tn
the design and cxcecution of the training programracs will fully
attain the sct of objcctives, recular avaluation excercics should
be carricd out on the aims of training and its practical effcct
at the level of thoe onterprisc.  Cuch covaluation cxerciscs
should be a built=in activity -f thc authoritics responsible for

thc training ‘of small manufacturing cnterpriscs.,

Mcention has been made of the necessity to have an

authority responsible for specialized training for small-scale




industrics and of a sarvice institute to render advisory scrvice
and technical assistancc to small industrics. It is recommended
that thc UF Institute for Small=3cale Industrics which was ori=
ginally sct up as an organ for training in management techniques
would make an excellent nuclcus for 2 training and uxtension
multi-purposc scrvice authority for the development of small-

scalc industrics,

As a locical consequence, the UF ISSI has to be
expanded and reinforce' to include abilitics and facilitics
consisting of both manpower and cquipment for cxtension of its
multi-purpos.: scrvices into the various regions of the small

industry scctor,

In the csscnce of what has been said, training and
extension scrvices to moot s;ccific requirements cf small
industries related to the techniques and moethods »f manage=-
ment, administration, prodwtion planning, quality control,
adoption of standards and marketing stand in the forcfront
of any action programme fur the Jovcelopment of newly-promoted

and also the existing small industrics,
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B. SUMMARY OF RECOMMENDATIOLNS

Apart from the nccossity of incroasing thc manpower of
tho 1SSI with national personncl of tho right calibrc and st..us
it is rccommended that three or four International Consultants
as indicated in Chapters XI and XII be assigncd to the Institute
for 5mall=Scalc Industrics for r. lods of 36 to 18 man-months
sach to advise, quide and train in the channels that will be

most uscful,

Ag tho Institute will require tosting facilitics to main-
t2in standarcization and quality control, it is recommoended
that equipment nocessary for those testing facilitics be provided
to an amount of $150,000, The ISSI should provids the nccessary

accommodation to form laboratorics for this aquipmont,

It is also rocommended to award fcllowships to National
counterparts for three to four months cach to make a study tour

with small industry development in such countrics as Japan,

-

India, Holland and Spain.

/'/ s \_\\ o
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L. CRESSON

ILO Small Industrics Expert
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CHAPTER M

ASPECTS OF TRAINING IN INDUSTRY

A modern manufacturing cconomy is not complete and not
as efficient as it should be, unless it is supported with Education
and Training. Economic growth requires more and more men with
personal qualitics of initlative and lecadership combined with
knowledge and skills in production, organizing, management and

commerce.

Education and Training channcls arc necded by which suit-
ably trainced, talented and motivated individuals can find their
way to new and constructive types of achicvement. To maximize
this potential, cducational and training contribution must be ono
of the forcmost aims in a devoloping cconomy which is inclined
towards the promotion and development of small industries which
croate an important source for emplcyment. Special cmphasis has
tc be given on adult level training but overall education of both
young and adults alike is an important feature on planning any

type of cconomy.

The question ariscs ~ are raining mcasures being instituted
to increasc in fair measure, the number of local nationals in

attaining knowladge, motivation, leadership, and skills in econo-
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mic achicvemcats in the spherce of entrepreneurs, managers,

technologists, tuchnicians and skilled workers.

Is thore a spread of information and knowledge on avallable ‘»
natural and indigenous resources which lend themselves to indus-
trial usc. Agricultural products, marinc products, farm products,
minarals, clays, stones of varicus kinds and many othoer industrial
materials if proporly explofted and developod provide resources

for various avenucs of industrial developmaont.

The answeor to these questions depends on opportunitics for
schooling, highcr cducation, technical cducation, vocational
training, spccialized upgrade training for special functicns and
trade training cpportundties for adult cducation in the broadcest

sansce.

How will the technological, cconomic and social dovelop-
mant demanded by the country progress. Success will pivet
largely on its ability to sccurc a steady increasc in industrial ‘
output, in productive invostment and in the export of goods of

the highest quality at compotitive prices.

Evcry industry will be compelled to follow its compeotitors ﬂ
in modernizing its tcchniques, its scarch 6f ncw matarials and
to discover new mcthods to apply. All this will bring with it

both the nced and demand for training in industrial tcchniques !

T
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be it managemont, technology or production skills calling for
training of vast numbers of workars cf diffcrent types at all levels

for a varicty of tradcs.

If training programmes are tc be cffcctive, they must be
bascd on precisc knowledge of the nceds of industry in the diffor-
ent arcas, and on the cstablishment of cfficiently organized, well-
equipped and adcquately staffed training institutions working with

coordination and in coopuration with industry.

With thc¢ development of industry, therc will be a rising
demand for technological manpower but this docs not mean only

graduates of universitics or technical collegus.

Every tcchnologist relics on tcchnicians and skilled artisans
or craftsmcn to translatc his plans into products. It would be a
grave mistake to increasc the output of graduate technologists
without adequately supporting thuem with a sufficiency of manpower
at the lower levels. It is fair to say that the skilled laborer for
the manufacturing industry accounts for more than 50 per cent of

its manpower.

The range of technical training must go beyond the study of

matcrials and the mechanics of processcs. Economics, manage-

ment, accountancy, costing, salesmanship, commercial skills,
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and human rclations are all cqually important for a uscful and

successiul periormance in industry.

An undcrstanding and appraciation of the breadth of training
is of paramount importance. If a training scheme is to fulfill its
purpose in giving an appreciation of the problems and organization
required in industry, it must be broadly bascd and go inte soine
depth. Besidc the varicus technical subjects, the traince must
be made to realizce the importance of costing when planning,
designing and operating a plant process. He should be shown in
detail, methods of capital and cost cstimation and cconomic
feasibility appraisal and given opportunities to carry out such

work in practice under guidance.

Because of the importance of technology to modern industry,
the industrial technologist must perforce play an important part
in management and administration. His background training suits
him for factory managemeant particularly if the post embraces more
than onc technology. Shop and plant administration, interdopart-
ment communication and coordination of work come within this

category.

It 18 important that somec definite formal treatment of thesc
tachniques 18 necessary to clarify the admini strative and mana-

gerial practicc that should be includud in the training courses at
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the untversities and technical colleges. The function of the
courses is to show the trainee the working  industry in all its
phases, high-lighting its organization and practical limitations
enabling the trainee to realize all the implications and conse-

quences of his work.

The emphasis that has been made on higher technolcgical
education must not be allowed to overshadow the growing import-
ance of technicians and skilled artisans or craftsmen and the
urgent nead toc improve and extend thetir training, This is vital
to the drive for higher productivity and the development of industry

large or small,

The technician is the man in the middle occupying a posi-
tion of strategic importance between the industrial executive on
the onc hand and the artisans or craftsmen on the other, Ee is
a significant contributor to the overall technical accomplishments
of an industrial enterprise and must be able to exercise judgment

within his area of responsibility .

Plans for technical education must wherever possible start
and be developed at the early school level, however, adult edu-
cation must not be overlooked and provision for vocational training

for adults should be introduced to suit the exigencics of occupa-

tional demand and with due regard to industrialization plans an:}
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to the importance of any handicraft activities of the region,

Vocational training should be approached along two avenues,
namely trade schools for training artisans and craftsmen and
schools for training supervisory staff, and technicians for

industry.

Technical education, cssential as it is, 18 always regarded
as an adjunct to and not a substitute for practical training on the
job. A distinction should be made between merely placing men
on-the-=job and expecting them to absorb what they can as against
placing them in well-planned training programmes under guidance
of a qualified trainer and supervisor, Although on-the-job training
is supplementcd by formal instructions, it has an inherent limita-
tion in that the trainee often receives instructions only in the
narrow confines of the specific job withaut getting into other

areas which arc essential for a sound technical education,

Another traditional method of training technicians and arti-
sans is by the apprenticeship system of which the characteristic
fcature is that the apprentice receives practical training in em-
ployment for a period of years, The chief virtue of an apprentice
training programme is that the trainees are performing necessary
work virtually all the time and can pick up the up--grading know-

ledge and skills in the exact situation in which they will sub-
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saquently use them, The tarms for apprenticoship treining should
be adjusted to suit prevailing and changing needs » versatility and
grasp of principles are indispensable for enabling those who are

being trained to kecp up to date and play thelr part effectively in
the conditions of the future., All things considered the apprentice-
ship systom can be a highly satisfactory training method for man-

power in industry,

Government must also be ready to contribute their share
and effort in providing facilities for training in techniques needed

in a programme for industrial development,

In fact, there should be planned patterns for technical
training throughout the country based on the local demand dic-
tated by the location of industry., A variety of courscs can be
organizcd at every level, both full=time and part-time training
should be available, some held in the day and others in the
evening, Some of these will be craft courses leacing to skill
qualifications prescribed by industry, Parallel to the craft
courses or following them should come courses aimed at inter-

mediate qualifications of technician level,

In this country, (Philippines) there has baon ovor the past
many years an upsurge in the provision of facilities and oppor-

tunities for schooling and higher education to the extent that the



CHAPTER VIII

SMALL IN DUSTRIES ASSOCIATIONS

Small Industries Associations can e an effective instrument
not only for volcing cut the grievancces of their membper units an !
getting thein redress, but aiso for the voluniary regulation of the
activities of small industries and assistance in the orderly deve-

lopment of the mocernization of tho latter.

In the Philippincs, threc organizations are functioning

towards thiu end: (1) the Philippine Chamber of Industriecs (PCI),

(2) the Pilipino Chamoer of Small Business and Industry (PCS1),

and (3) the Chamber of Commerce of the Philippines (CCP).

In the case of the Philippine Chamber of Industries, its
membership is thrown open to nationals of the country and nearly
450 units have necome members. Out of which, only 10% recpre-
sent small-scalc industries while the rest belong tc larger unit..
In order to lcok after the interests of small units as well as to
assist them, a scparate wing has ocen opencd in its office to
assist the small industrics. Free consultancy services are Jeing
extended to meibers whenever sought. The Chambar seems to
havc made efforts with concerned authoritics in reducing security

contents for small industrics while gotting loans from banks.




242

Philippines has a literacy status of 80 per cent, thc highest of
any country in Asia., This is a valuablc assct towards planning

industrial development,

beside the ten full-fledgoed universities, there axists a
number of various institutions for higher technical education,
vocational training and about 100 tradc schools sprecad over the
whole country, All these institutions operate on conventional
training methods whereby the fundamental knowledge and inform-
ation on the sciences, technologies and crafts are conveyed to

the traince,

To meet a programme of development for small=scale
industrics training programmcs have to be adjusted to manpower
necds and whorever possible facilities provided for initiation
into several kinds of manual work. It is important in small
industry dcvelopment to help @ man perform 2 particular task
more officiently and to develop him to take on added responsibi-
ltties. This can be considercd as a special form of training and
could be provided as a servicc and assistance from the Institute
for Small-Gcale Iadustries, which has been cstablished as a

sarvice conter for the development of small-scale industries,

With each new technological break-through people in

industry must learn ncew skills and be trained to adjust them-

el
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sclves to new circumstances, The Institute for Small-Scalc
Industrics is wecll suited for this action and should be alert and
must look into thc futurc so as to assist small industtics with
the most cffective training proccdures to cnable them to adopt

the new skills for their devclopment,

For an understanding of thc subject of training small
industrialists, onc must get an appreciation of the person in-
volved, the tasks he performs and the difficulties he encounters

when operating his enterprise,

The introduction of manufacturing activitics that constitute
a technological brecak with traditional handicraft has given rise
to the emergence of small industrialists whosec origin can be

traced back to a diversificd entrepreneurial background,

A factor that complicatcs training arrangments for the small
industrialists follow the fact that although the scalc of manufac-
turing activitics is small, functional specialization is difficult
in thc execution of the many tasks that have to be performed,
The functions of thc working proprictor in @ small cnterprise are
not comparablc with thosc of the manager of a large enterprisc
although the small industrialist too has to plan, organize and
control operations, The small industrialist has to assume

many rolcs when establishing and operating his enterprise,
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The working proprictor will requirc a degree of specific
knowledge and skills related to production technology. There are
other matters which he has to attend to that will require some
specialized knowledge. Thesc are dealing with commercial
questions that requirc knowledge of materials and markets as well
as skills to buy and scll in an effective mannety financial acti-
vities such as putting funds into opiimum usec in the enterprise;
administrative matters, including mointenance ana interprotations

of records, ctc, etc,

All those activities are closely interrclated with the entre-
prencurial and managerial functions of the working proprietor and
it will be necessary that he enters into some training programme,
All these factors call for an imaginaiive and highly diversified
and floxible training programme in the interest of the small indus-
trialist. The organization of training programmes for small indus-
tries faces a number of problems which are significantly different
from those cncountered in preparing programmes for personnel

employead in larger enterprises.

Training is generally institutional but in the case of the
working proprietor, it becomes necessary to bring this training
to him direct through provision of consultancy and extension

services which should be available from the Institute for Small-
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Scale Industries, This must naturally lead to the establishment

of training programmes specially designed to mcet the needs of
small industrialists working under various circumstances, Train-
ing of this kind should be organized with an aim at rendering an
integrated system of research, training and advisory and extension

services to small industrialists,

Training coursaes for the small industrialist which should
be established by the UP ISSI will be of short durations and fro-
quently organized in the evening outside of working hours with
the ®rim at giving the small industrialist a gencral understanding
of the operation of his enterprise, As far as possible, training is
organizcd for groups of small industrialists who are engaged in
damilar manufacturing activity, otherwise the training will be
given diroct to the small industrialist through consultancy and

gxtension services,

Entrepreneurial training cfforts are likely to be more suc-
cessful if concetved and tmplemented as an intrinsic part of an

overall plan of action to develop the small industry sector,

The most important input {nto any small enterprisec would
be in torms of human resources and institutional services related

to arrangements to raise levels of skills of small industrialists

and workors alike, While the process of skill formation itself
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would bc the major human input, the institutional input would

refer to an organizaticnal form within which training programmes
would proceed. This training function ie important and nccessary
to small enterprisc promotion. The type of skill required to makc
offectivc usc of speeific physical inputs could be closely detor-
mincd and implemented.  For instance the most productive use of
funds which in turmn will require training in financial management
and in making 2 rational sclection of investment alternatives.
Or, technical training preparatory to the purchase of improved
equipment for which external financing will b necessary. Cascs
lke these show the advantages that can bu derived from the har-
monization of technical tratning with training in financial manage-

ment of an enterprise.

The concept of training the 'small enterprisc "will require the
organization of spccial programmes to train small industrialists
in entrcpreneurial and managerial skills as well as in modern pro-
duction technology. This suggcests a typc of special institutional
training arrangement, for which the UP ISSI is suitably gearcd
whercby the small entreprenour can be assisted to doevelep his
busincss aptitudcs along with his technical knowhuw through
training in a live working situation. In this way, he can also have
the bencfit of continucd consultancy, advicc and guidance with
other service factlitics given by the UP ISSI to help him operate

his undertaking cificiently and with profit.
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8ince it is thc government policy to stimulate small indusg-
trias, then it is incumbont on the government to provide curtain
facilitics, incentives and tuchnical assistance to encowrage the
cstablishment and the growth ¢f small industrial enterpriscs.
Among the very many sphores for government action needed, men-
tion is only made here, relative to this chapter, for three arms
of action:
a) provide spocial training facilitics for workers, tochnicians
and managcnent staff, including special training programmcs

for owners of small cntarpriscs,

technical assistance facilitics to support thc operation of
individual sniall undortakings; such as technical research,
testing facilitics for quality control, implementation of
standardization, devclopment of Processcs and tuechnological

advisory scrvices.

the establishment of small industrics scrvice irstitutes and
management development centres which could undertake
spocialized training programmes, couplcd with advisory

and consultancy serviccs.

om the discussions in this chapter on the process of skill

formation for small manufacturing cnterpriscs in its various as-

pacts, thu indication is that spccialized training for small
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industrics is a doveleping concept requiring spccial offorts to
ensure that it will fully mect the objectives for which the training
has boen designed.

/

Training of this kind is an c¢xpensive activity. Thh is
obvious with rcgards to specialized technical training programmes
covering various types of small industry since thosc training pro-
grammes require for thedr proper exccution qualified and expericnced
instructors, some rather costly equipment and matcrials for the
trainues to work on. This cost factor cqually applics tc training
in entreprencurial and managorial skills in view of the scattoered
dispersal of small industrics and the varicty of manufacturing pro-
ccss carried out on a small-scale. Also there is the <Xpense {n-
volved in associating capablc staff with such training programmcs

who in thedir turn have to oc especially trained.

Expericnce shows that training programmcs which dc not
maat the practical needs of the small industrialist invariably lead
to disillusicn with the concept of training itsclf and to rejoction of
the idca that the development of the enterprisc can be accelerated

through the acquisition of advanced knowledge and skills.

It becomes necessary to develop a follow-up system and
axtcnsion scrvice to ascertain that the small enterprise 18 benc-

fiting from the proper implementation of the tcchniques and skills,
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the working industrialist gained in this training. In this way, the
small entcrprisc would have the boncfit of continued advice and
guidance as well as other service facilitics which would enhancc

the cfficicnt operation of the enterprisc.

In order to cnsure that funds spent and offorts made in the
design and exccution of training programmes will fully attain the
sct objectives, regular evaluaticn excrcises should be carried out
on the aims of training and its practical effect at the level of the
entarpriscs. Tc be fully offective, such cvaluation should bu a
built-in-activity of the authority responsible for the training for
small manufacturing cnturpriscs ind should be supported by an
appropriate administrative machincry. Evaluation carricd out
through the application of cost-poerformance analysis systems,
i8 uscful not only tu correct defects and omissi ons as they be-
come cvident in programmes undor review, but also as a me¢ans
to collect the clements for the preparation of future training pro-

grammes.

Mention has been made above of the nccessity to have an
authority responsible for specializod training for small-scalc
industrics and of a service institute to render advisory service
and technical assistance tc small industrics. Thure exists hore
in the Philippincs, the UP Institute for Small-Scale Industrics

which was originally sct up 3s an organ for training in manage-
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ment techniques. This Institutc makes an cxcellent nuclcus for
a sarvice and training multi-purposc authority for the developmant

of small-scale industrics.

It is cstimated that at the prosent time thero oxists over
10,000 small-scalc and medium=-size industrics in the Philippincs
most of which arc ustablished in and around Greater Manila. The
prascnt intention is to cncourage the promotion of more small
industrics particularly to be dispoersced in the rural arcas of the
provinces rathor than urban concoentration as it now oxists in

Manila and Greater Manila.,

It 1s beyond any doubt that this development in the provinccs
will rcquire the assistance, guidance, and scrvices from appro=
priatc agencics or Sorvice Institutee, such as the Institute for
Small-Scalc Industrics, particularly geared to givce guidance and
working knowledge for the small industrialists and thoir rural

workors.

As a logical conscquaonce, the Institute for Small-Scale
Industrics should be expanded and reinforced to include abilitics
and facilitics consisting both of manpower and aquipment for ox-
tension of its multi-services intc the various spocially chosen

regions.




251

In the csscnce of this chapter, tratning and cextension sor-
vices to mect the specific requirements of industry in the region
related to tcchnical knowhow for the required production skills
and the techniques and methods of management, administration
and markcting, locm in the forefront of any action programme for
development of the newly promoted and alsc the existing small

industrics.

Apart from the necessity of increasing the manpower of tho

Ingtitutc for Small-Scalce Industrics with sational personncl of the

right calibrc and status, itis considurcd not only uscful but neces-

sary that two to three international consultants, one an industrial

engincer and the other, 2 training cxtension adviser be assigned

for a period of three to four yoars to the Institute to advise, guide,

and train in the channcls that will be most uscful both institu-

tionally and in the ficld.

The industrial cngincer should have wide experience in
management consulting and management rescarch. He should
have had experience in tcaching industrial engincering functional
disciplincs such as production planning and control, work study
techniques, industrial financing and accounting, production cost-
ing, controlling and usc of auditing, organizational thcory, por-
sonncl administration, sales and distribution. His cxpericnce

should have been gained in working in the small industry scctor.




The Pilipino Chamber of Small Busincss and Industry accepts
only natural born citizens of the country as its members.  Meahor-
ship Is extended to manufacturers, tradz and sorvice units in tae
small-scale scctor. Out of a mensurship oi 400, only 30% repre-
seont the manufacturing side while the raest belong to tac trade and
service group. Tho Chamioor collects a sum of P8 pur month as
membership ice. The members are drawn only from the Greater
Manila arca, This organization docs not recelve any financial
help froin the fational Government for its activitdies. Further-
mora, representatives of the PCSBI are not associated with iin-
portant bodics, who influcnce government decisions. This orga-
nization is “sorking for thi: nassing o. an Act for the Jdevelopment
of small-scalc industrics, taking ingpiration from the Small

Business Act in the United States,

The Chanber of Commerce of the Philippines, the oldest
tradc organization in thc¢ country, has for its members both indus~
trial and coiniacrcial firins. It also has a scparate wing to look
after small-scalc industries plus 2 numbder of branches all over
the country. dcsides the above three Chambors, there are other

associations cxisting basced upon industry groupings likce the

Philippine Chamber of Furniture Industry, Philippine Chambur of

Handicraft Industrics, Appliance lianufacturors' Association, etc.
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It may be difficult to find once man covering such a wide field
of cxperience in which casc two consultants might be appointed
onc for purcly industrial cngincering techniques and another for
industrial accounting covering costing, auditing, principlcs of
intornal control, porsonnel administration, cic. Both consultants
should have had some teaching experience and arc capablc in
communicating their ideas and knowlodge. The consultant 'mu.lt
not only be the adviser but also the trainer particularly of his

counterparts who will be the national consultants for the futurc.

The training and cxtensfen consultant has to be a person
with cxpuerience in the preparation and presentation of programmcs
of courscus and in the preparation of various facilitics required for
such purposc, c¢.g. visual aids and cxperiments for acmonstration,
c¢tc. This consultant will create extension traindng scrvices into
the ficld and will require mobilc cquipment for audio-visual pro-

sentation and expuoriments for demonstration purposcs.

It is rccommended that at lcast four Naticnal personnel of
the Institutc be assignoed to cach Consultant to undcrstudy and
practice the methods and techniques roquired to imploement the

various training programmcs for the cntreprencur and proprietor-

manager and also the workers in the small industry scctor.
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It would be uscful to award study tour fcllowships for the
countarparts who should be cspecially chosen on the morits of
their progress and attainment of capabilitics while scrving with
the International Coasultants. The followships should consist
each of a fcur-month study tour of small industry development in

such countries as Japan, India, Holland, and Spain.
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CHAPTER X1

SOUAE ASPECTS OF STANDARDIZATION

Applicable for Small-Scalc Industrics

INTRODU CTION
l. It is of the greatest importance that wherever goods and
sorvices arc exchanged $tapdardg provide a common basis and

criteria for judging the valuc of goods and services.

In a highly industrialized country, National Standards arc
usually created from the work already carricd out by individual
firms, tradc associations and government agencics with the pri-
mary purposc to cuordinate and harmonize the existing industrial
pattorn. The implementation of Standards can be voluntary or

mandatory.

In duveloping countrics, the cstablishment of an official

contral "Standards Authority" is of paramount importance to draw
up National Standards with 2 mcasure of >fficial compulsion for
thc adoption and {mplemoentation of Standards which serve not only

as an instrument of coordination but also of direction.

For small-scalc industrics to duvelop on a stable basis, it
is most important that such industrics implement a Standardization

Brogrammy 80 as to produce products of regular standard quality,
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size and workmanship suitablc and acceptablc to the Home Markot

and Foreign Trade.

HISTORICAL BACKGROUND

2. 8tandardization can be duscribed as an organized and planncd
development feature of our prescnt day industrial civilization and
has in fact exdsted in some form or Sther since orehistoric times.

Organizaod industrial standardization is about seventy yoars old.

The British Standards Institution, the first of its kind in the
world, was foundcd in 1901 and its counterparts in the United
8tates uf America, the American Standards Association, and France,
the Association Francatse de Normalization, woere stablished in
1918, followud by Japan's Standards Committce founded in 1921
and thc Indian Standards Institute in 1547. Many other countrics
have establishcd "National Standardization Procedurcs” including
some Jf the newly developing countrics. For instance, Egypt in
1957 by a Presidential Decrec wstablished the Egyptian Organization

for Standards.

In the Philippincs, thare uxdsted since 1947 2 Division of
Standards under the Department of Commarce and Industry. In
1964, Rcpublic Act No. 4109 converted this Division of Standards

intc a Bureau of Standards which has bucome a member of the

International Organization for Standardization (I.0O. 8.). Up to
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date, the Philippines Bureau of Standards has established 270

stmdards which are internationally accepted,

There arc two International Standards Organizations, name-
ly the Internatiocnal Organization for Standardization (1.0.8,) and
the International £lectro-chemical Commission (I.E.C,), the
latter which s the older of the two Organizations was established

in1904.

The objects of these “"International Organtizations® are to
promote and coordinate overall development of ® Standards” both

on a liational and International basis,

It aims at producing unified nomenclatures, testing methods,
systems of weights and measures and standardizing of equipment,
processing methods and products of universal interest couplad
with the important functions of a clearing house for dissemination

of information.

The United Nations has in recent years made available
standardization technical expert assistance in thts ficld for deve-

loping countries launching an industrialization economy,

3. Standardigation today bears an intimate rclationship to

industrial growth as an important factor in the development of

productivity, Developing countries planning any scale of indus=
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trial expansion, as a means of raising their standard of living,
must perforce introduce standardigation as an essential prerequi=-
site for successful achievement of their industrial development,
Without standardization, industrial development will progress
slowly with lack of disciplined efficiency and within a climate
of uncertainty, If you dasire to create confidence about your
industries and the successful marketing of your products, then

they must be maintained at a specific and at a regular standard,

4, The basic principles and purposes of Standardization
remain thc same whether Standardization is introduccd in a deve-
loped country or in a developing country. The International
Organization for Standardization makes this point very evident

in detailed step-by-step definitions on the implications that

involve "Standardization”,

Nevertheless, the words "Standards" and "Standardization®
have been and are being, too often, looscly used with extremely

broad and misunderstood intcrpretations.,

For the purpose of this paper, I offer as a guidance the

following concise overall definition:~

A “Standard Specification” {s 2 written formulation ot 2

alr -] ont cera
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a) Cf an Object or Unit

b) Of a Process or ivicthod

c) Cf a Function or Ferformance
d) Of a iieasure or Quantity

g) Of a Duty or lesponsibility
f) Of a Concept or Conception

g) Cf a Combination of any of the above

All with tho purpasc of acanomy and efficiency in production,

disposal, utilization, and scrvices rodrid
common ground of understanding and contiol ameng producers ,

and copsumers,

S, While the procedures for sctting up Standards by various
agencics may differ from country to country, a 3Standard in order to
bc of value tc any group initiating its preparation should be given
very careful and scarching considerations. The complexity and
scale of industrial production has stimulated the introduction of
*3tandardization” in various developad countries, These stand-
ards ambody a wealth of knowledge and experience accumulated

in the more highly industrializod countries which have established
a well planned road to industrial development. This knowledge and

experience can well be put tc uscful benefit for developing coun-

tries planning an industrial economy,
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6. The problem of "Standardization® that especially affects
small-scal: industrics ts of crucial importance and calls for

considaerable research and detailed study.

ot all products of small=-scale industrics may lead them-
selves to standardization, hence it will be necessary that a
study should first be made with the intention of determining which
articles would and would not lend themselves to standardization,
If there are articles, the production of which could not be stand-
ardized, it is recommended that at least a system of visual and
factual inspuction for quality control should be instituted con-
corning raw materials used and adherence to regulated dimensions

and designs as well as to quality of workmanship,

Only through the effoctive introduction of standards or
some dofinite regulated form of control will it be possiblc to
changc an ad-hoc pre-industrial economy into a modern efficient
industrial economy increasing its organizational and technical
level by thc use of proved techniques and procesecs from the
more ~dvanced countries. Standardization can be a short cut
to production efficiency and assist to off-sct the acute shortage

of qualified and experienced technical personngl,

Standards arc an esscontial factor towards incrcasing pro-

ductivity. They enable quality to be determined and controlled,
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allow longer manufacturing runs and make important economies
in storage, stocks, control, accounting procedures, adminis-
tration, and management thus reducing tasks to routine perform-

ance so Icssening the need for intensive supervision.

SIANDALDS IN PRACTICE =~ Adopticn and Implementation

7. The benefits of creating a "Standardization Climate* and
adopting tho use of standar:s in all avenues of cconomic life of
a country can be best achicved under obligation of orders and
regulations from effective high authority or by Government legis-

lation or by a combination of both.

The social and economic structure of a country will to a
very great uxtent dotermine the necessity or eamphasis that has
to be placed on mandatory enforcement for the implemantation of

"Standards”,

The introduction of an "Industrial Standardization Law"
will accelerate the implementation of industrial standardization
through thc dissemination of information, enforcement of appro=
priatc and rational industrial standards which will promotc qua=-
lity improvement, production efficiency, simplification of methods

and contribute towards just and fair transactions in trade and

industry.
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8. The qucstion now ariscs as t> how should a devcloping count-
Mes sct cbout to introcduce standardization, Obviously, the firsg
stop is to cstablish a high authoritative and ecxecutive body, such
as a "National Standards Institute” which would have the respon-
sibility to carry .ut research into possible creation and develop-
ment of standards and their application. Such an Institute would
sorve as a centralization centre, to coordinate the work and find-
ings of innumcrable investigations by various specially appointed

highly spucialized technical committecs.

Usually in a developing country, the Gaovernment establishes
a National Standards body, stipulates its by-laws, its purpose,

and assures the representation of all interested parties.

Standards shculd only be formulated after intensive inves-
tigation and scarching consultations with all interests concerned.
8tandards must ncver be laid down arbitrarily as this could lead
to possible confusion and disruption of cconomic productive pro-
gress and development with serious consequences on the National

Economy.

The sprea ing of infurmation regarding standards and ensur-

ing their adoption and implemoentation will be one >f the saveral

important responsibilitics of a "Naticnal Standards Institute .




During tho last 2 years, tradc associations have expancau
rapidly in most industrialized countrics. They arc now playing
an important rolc in the cconomic lifc of these nations. Often-
times, they considerably influcnce the cconomic polley in thedr
offort to protect the common interest of thedr members in relation
to the government and local authoritics. Trade associations
therefore can be ocnsidered as an indispensable part of a demo-

cratic socicty.

Industrial associations in Japan have been playing 2 note-
worthy role in various ficlds such as sharing <i peoduction fact-
litles, pooling i resources for training purposcs, exXport market-
ing, and so forth. Animportant factor which boosted this kind
of developinent in that country is the official recognition accorded

to industrialists' associations.

8ince tndustrial associations have come to age in Japan,

the responsibility of inspecting the goods bofore thefr dispatch

to foreign countrics have becn entrusted tc them. In some im-
portant industrial arcas, trade associations have opencd "Trade
Centors” where products produced oy the small industrialists arc
not only displaycd but they also provide various information such as

total production, prices, tarms of delivory, etc., to the visitors. Such
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In this respect, the Institute for Small-Scale Industrics can play

an important role in the small industrics scctor.

The principal "National Valuc ' that evolves from the intro-
duction of "Standardization" is a discipline factor in industrial
productivity and progress coupled with an incentive for compcti-

tion to producc the bust possible in quality and workmanship.

9. A "Standards Institute” whether "Official or Semi-Official "
providcs an independent and impartial authority for introducing
Standards. Such an Institutc is an important and complex organd-
zation which nceds a highly competent technical and soientific
staff with tuchnological and scientific laboratorics where products
can be tested, verified and methods ovolved to improve upen thedr

standards.

Laboratory facilities are an essential adjunct to the smooth
and efficient working of a Standards Institute and thesc laborato-
rias provide a sciontific backing for the National Standards Autho-
rity and can be a nucleus for or be interrclated to a "National
Rescarch Centrc" for the progressive application of Science and

Technology to industrial development.

Activitics in developing countrics will no doubt in the early
stages be limited due to the shortage of expearience scientists,

competent technologists and skilled technicians, but nevertheloss
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it is imperative that a Standards Institute should receive high
priority in the allocation of expericnced skilled and competont
scientists, technologists and technicians. A developing country
must not hesitate to enlarge and develop its avenues for higher

practical, scicntific and technical training.

In thc small industrics scctor, the Institute for Small-Scale
Industrics can uscfully introducce special training programmes for
"Standards Engincurs " who will be able to assist small industrics

in implementing 2 Standardization Programme.

10. The term "Standards Engincer " does in a general sense in-
clude all technical personncl who have to deal with "Standardiza-
tion" which being a specialized activity is confronted with the
difficulty to find suitable parsonncl to work as "Standards Engia
ncors”. This is particularly sc in developing countries which face

a general shortage of all types of technical personncl.

Training of "Standards Enginccrs” assumes a special im-
portancc becausc of the fact that normal training facilities for
"8tandard Engincers" are not available as are for other engincering

and technical prcfessions because the subject of "Standardization”

is not usually tought as 2 spacialized subject in technical cduca-
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cation. Hencc orgznized courses for training "Standards Enginecrs"”
for varfous iunctional levels becone an urgent necessity, if stand-
ardigeticn is to bo implemented and cffective.
Training courses for “Stindards Engincer - should include threc
phascs:
(1) an Oriuntation phasc
(1) a2 Study phasc
(i14) a Practical phasc
Lectures for the study phase would include:
(1) Principles of standarddzation and standards functions
(1) Organization, scopc, techniques and tosis for
standardization
4i) Implementation of standards with management support
for standardization
(iv) Materials management, coding of stores, documentation

and identification systoms

In a devoloping country, the acceptance and implemantation
of 2 standardization programme i8 cften a slow prccess requiring
short and intensive training for speclalized personnel right frem the
planning stagces. It is fmportant that the training of all "Standards

Engincers” should combine theory and practice to enable them to

utiliz: the knowledge gatnad in thelr respective functions.
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Howover, the range of technical training gocs far peyond the
study of matcrials, chomistry, and mechanics. Such subjocts as
oconumics, business management, accountancy, costing, sales-
manship, and foreign languages arc cqually important, particularly

to a developing industrial and trading ceonomy.

It is only through this wide circuit of technical training that
the future progress and stability < any Standarddzation Programmc

can be assurcd.

11.  The most fmportant thing is that 8tandards, when sot,

should bo fmplemonted othurwisc they will be tncffoctive. What-
ever maans and methods arc uscd to induce and sccure the adoption
and implementation of Standards maximum publicity is particularly
nccussary regarding the existence md _purations »f such "Stand-
ards". With the introduction of Standrdization, thore will gnovi-
tably be somc systom of quality control and marking with the issuc
of certificates both fur producers and consumers. But to maintain
industrial standards as an instrumcnt for national planning, therce
must be some obligatory imposition and penaltics for non-come
pliance, which, if not adequatuly policed will detoriorate and fall

into disrepute, sariously affecting the National Economy.




SERTIFICATION MARKING

12. An cffecdve sicans to luplement and madntain the usufulness
and advantages f Standardization is to provide an officlally rogis-
tered certification mark consisting of a scal of snhecific design to
be placed on procucts and gods, conforming to specific acceptea

“8tandards .

Products of small-scale industrics often suffor from lack of
uniformity {n quality, sizc, and workmanship. "Standardization
is the key to inspising confidence in tho buycr and consumor or
user who today arc discriminating and extremely "brand conscious ,
hence they scek for such brands as arc cortificd up te "Standard

Spacifications ",

13. Official certification is cqually applicable to goods produccd
by large cfficiently crganized manufacturcrs as well a3 products of
small-scalc and vven handicraft industrics. Such curtification

marks serve as a guaranteo to the »ublic that the gocds have bocn

inspected, tested and verdfied undor the supcrvision of a compotant

official authority as to their compliancc to specific aoccpted Stand-

ards.

The Institutc for Small-8cale Industrics can assist the small
industrics scctor with guidance towards attaining the standards

nocussary for official standard certification of their goods.
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14. The scope of such a schume would certainly boncfit small-
scale industrics and handicrafts production providing them with
some mu2ns {or achieving uniformity and standardization of qua-

Uty and workmanship of their products.,

An Institutc for National Standards s undoubtadly the bust
suited agency to operate cortification marking schemes. The
authority tc cperate such schemes should be official and legisla-
tion must be cnacted for the functioning of this activity which

includcs thc registration of the official certification sual.

QUALATY CONTROL

15. Standardization at both "National" and "International” levols
lays down spocifications which dctarmine tho optimum quality or
parformance of materials and products. To cnsure that the re-
quired matorial quality is attaincd in practice, "Standards” fised
for materials, dusigns, processcs and oquipment should be within
the realms of the practical capabilitics of tho entaurpriscs that arc
expactad to implemant production basud on the specificationg ro-

quired.

The dovolopmant of a systom of Standards to be used within

the lovols of inplant implomentation should not be rostricted to

®echnical and productive factors only, but should in various ways
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be oxtended to include management policics and administrative
procedurcs. This will simplify standardizatd on practice and an
organizational means by which the aavantages of Quality Control

of Production can bo kept within practical and competitive limits.

16. "Quality Control” can bo regarded as the main instrument

and factur that is cssential for implomentation and achicvement

of the cunditions requir.d by 2 specification and to maintain a
Standardization System in production. Quality Contrcl is not
morcly installed 4n a plant, it must be carefully considered in ordar
to decide on 8 Hlan of actiun to nroduce products up tu Standards
that will be 1cceptable for quality certification marking by the
Institut. of Standards. The Institute for Small~Scalc Industrics

can render assistance to small Sntreprenawrs in preparing a plan

of action to adupt standardization.

17.  Another useful instrument for quality control which would
also minimiz. the production of defcctive work is to install ing-
pection during processing. Much would dvpend on the type of
product, the process used and its variabilitics, such as multi-
dimensional cperations, detormination of dogrecs ~f accuracy,

relation between tolorances and basic dimensions, ote.

Thure would b inspuction at difforont production stages,

such as inspoction of incoming matarials, partly finished items




269

and tho ¢nd product. Mathods for inspection during processing
would not only vary for different products but would also vary

from factory to factory producing the same type of products.,

18. To control the quality of manufactured products, various

methods oi inspection can be introduced.

Samples should be selected in a truly randcm manner from
diffarent narts of a lot. Locallzir : cholce of samples only irom
top or the bottoin or the side layer of any lot must be avolded.
In the long run truly random cholice is the only method likely to
minimize misleading results. Searciing for defectives in the
bottom corner of lots or any other such method will not only be
ineffective, but will also defeat the purpose of lot sampling to

represent the lot as a wnole.

19. Once the sampling routine has been established, it is im-
portant that the inspector keeps daily a lot-by-lot inspection
record of the lotc inspected. Properly summarized, these records
will give an overall picture of the dally production operations and
will be of the greatest assistance to the Works Manager to pick

out weak spots in the production line. These records will also

sorve as useful proof of routine check controls for the Government

Officer of the "Certification Ivarking Scheme ' mentioned earlier.
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20. Up to now the plan for sampling has been based on product-
ion of units, however, there are such products as textiles, wire,
tubing, etc. that are items of uninterrupted long-lengths of pro-
ducts in contrast to individual units. These long-length items

require considerable close visual examination for defects.

It wili oe 1a0st costly to draw out 2t random long-lengths
in rolls or colis for lot-by-lot ingpection and testing, and it will
be equaily impractical to select at random, say 1 meter length

from different parts of several long~length rolls.

A more practical approach for this inspection would have to
be devised so that the method adopted would be acceptable to the
“8tandardization Institute” to permit quality "Certification Mark-

ing" of the material prcduced,

Several methods of inspection can be devised depending on
the type of material, the continuous length of each roll, and the

number cof rclls that make up each lot.

21. Behind the routine of all this quality inspection stands the
development and maintenance of "Standard Specifications" for the
product. The function of the inspection engineer is to determine
whether or not the product conforms to the specifications and

tolerances allowed. Thase inspection records and data are valua-
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ble not only to the production engineer but also facilitate the work

of the official inspector for perimitting quality certification marking.

One must not lose sight of the fact that the installatdon of
quality control 4s not only 2 technical proolem, it is 2lso 2 pro-

blem that ravolves around human elemaents and relations.

QUALITY CONTROL FOR EXPORT

22. In any developing country where an industrial economy will

play an important role in National Progress and the raising of
living standards, “Export” of products and manufactured goods
will perforce have t¢ be maintainad at levels of such "Standards '
that will ineet the ever increasing discriminaticns and requirements

of "World Markaots .

Quality certification iviarking already referred to earlier and
proshipment inspection schemaes will be among 2 number of mea-
suros that will be necessary to promote, develop, and maintain
stability for the marketing of locally manufactured goods in foreign

markects.

Preshipment ingpection schemes are not unknown out a
schame incorporating 1 centralized system for assurance of stand-

ardized quality export has to be implemented and madc obligatory,

enacted under somea official regulation, such as an "Export Ins-
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tradc centors arc sorving as mindatur. pormanent exhibits to

visifors.

Realizing tho importance of trade associations, the Govern=-
ment of India organizcd the "Federation of Assoclations of Small
Industries in India” as carly as 1£30. At the tlinz of its forma-
tion, important sinall-scal. inaustrialists rom all over the
country wers dnvited to participate do the weoting, Travelling
and daily allowanccs for the delegate s were also paid by the
Government to cncourage participation. With a view to staoilize
its formation, thc Government of India et the nccessary expend-
iturus for running the officc for a period of 3 years through a

grant.

At present the membership of the Faduration cxceeds 3,000
and the subjects dealt with by the Federation are grouped undor
the following main headings:

1) Import and Export Policics

2) Suppiy of esscntial raw matcrials to small-scale

industrics

3) Taxation

4) Credit faciiitics to sinall-scalc industrics

5) Labour: Application of Providant Fund Act

6) Othcr itoms such as: disporsal of industrios, supply

of power at concessional rate to small-scale units,

manufacturc of stores for rallway workshops, cte.
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pection Law" under which certain Government 4gencies conduct
compulsory pre-shipment inspection covering quality certification,
inspection of packing conditions, inspoection of manufacturing pro-
cesses and of materials used. The purposc and extent of inspect-
ion for any particular product or commodity is relative to its na-
ture, to its end use and to the conditions required of the purcha-

sing country.

23. When goods are found tec conform to the prescribced standards,
they are given certification marks daenoting grades of "quality
standards *. Certain gcods and commouditics are niot alwa ys ame-
nable to inspection under the above-deserioed conditions nd pro-
visions. Itis, therefore, suggested that arrangements are made
entrusting the manufacturer, the exporter, »nd the overseas buyer
tu come to an agrecment between themasclves on 2 oasic specifi-
cation and empowering the manufacturer to give 2 "quality stand-
ard"” guarantsc indicating that the gouds satisfy the mutually agreed
export specifications by marking the articles and the packaging
containers as “Export Standard". However, there must always
remain 2 provision for "spot checking® or "spot inspection" by the
official agencies implomenting the Export Inspection Law and any
violation of the provisions of this law by either manufacturer or

exportaer or both should be lable to penaltics.

P L
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In order to effect this dircction and control, there should
exist adequate provisions to implement certain measures of effect-
ive control. In such circumstances, the Institute for Small-Scala

Industries can render assistance and guidance to small industries.

There can be every expectation that the implementation of
an extended standardization syster and adequate inspection con-
trol as described will stabilize the export of manufactured goods
and promote tradc with foreign countrics which will, if properly
planned, materfally assist in the economic development of the

country.

24. Efficlency is of majur importance to all agpects of ceonomic
development whether in industrial production or in the exploftaticn
of raw materials or in agriculture or in oublic services. Standards
are required for an cfficient econdimy and the use of Standards as
with the usc of other tools in industry has tc be learned. Strcss
has been directed to the importance of Standardization Schemes
for develuping countries vven to the oxtent of making the implo-

mentation of Standards obligatory by law.

25. Thore are already some fifty countrics who have thelr own

National Standardization Authority and the rate of growth of
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Standardization over thc past seventy years provides cvidence
that the basic concepts and procedures cvolved over these decadas
arce sound and that the bonefits of Standardization are well recog-

nized.

This is the time when "National Standards" are important
and urgently nceded, hence it is of great importance for a deve-
loping country to introduce 1 system of Standardization from the
aarly stages of its industrial planning. It is through such 2
Standardization system that the usually limited financial resources
of a developing country, its indigenous materials, its existing
productive capacity, capabilities and manpower could most effact-

ively be put to work.

26. On the onc hand, the transfer of technical knowledge from
thc highly industrialized developed countries brings with it a
variety of standards and practices requiring large assortments of
matuerials, machine parts and tools which have to bo repeatedly
tmported to maintain production. If this range of variety is not
reduced by National Standards, industrial growth of the developing
country will bc slowed down and a large proportion of its foreign

axchangc carnings dissipated in the dmportation of maintenance

parts.
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On thc othar hand in planning for Standardization, develop-
ing countrics can learn from the accumulatod wealth of experience
of other countrics. This vast store of knowledge and experience
can be drawn upon by the developing countrics to plan thelr indus-
trial development with the least wastage and utmost expedition.
To gain this objective, the existence of 2 Natdonal Standardization
authority is a prercquisite, for only through such an Authority can
developing countrics have the advantage of sharing in the multi-
channel flow of information from outside sources for organizing

and strengthoning the National Standardization System.

27. Standardization undoudtedly will scerve as 1 mcans of pro-
moting 1 modern industrial structurc in which smaller and larger
cntorpriscs are integrated suitably 2nd in 2 rational manner and

in which thc constituent units complement rather than compete

with onec anothoer. Such an industrial structure requires in parti-
cular closc cooperation between industrial underbkings of diffor-
ent sizes in such matters as supply of raw materials and A common
production programme for parts 1nd components under sub-contract-

ing arrangercnts.

Expericnce shows that cspoclally becausce of lack of
"Standardization" in manufacturing, the small-scale and handi-

craft industrics arc unablc to cocperate efficiently with the largor
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factorias in supplying them with processcd materials. Further
because of the lack of uniform quality cf the products manufac-
tured in small plants, larger undoertakings are inclined to produca
themsclves parts and components which would lend themselves

very well for maanufacture in sm all units.,

A Standardizaticn policy which takes into account the parti-
culr nceds of smal anteprises vould undountadly contribute to
incrcasing oppcrtunitics for inter-industry cooporation and thereby
help strengthen the small industry scctor within the overall indus-

trial structurc.

28. The introduction of standards in small-scale and handicraft
industrics, in doveloping countries which to some extent operato
in the traditional scctor of the National Economy, should bo pro=
cuded by or take place in conjunction with the cestablishment of
uniform weights and measures and technical terminology. In many
devaeloping countrics, traditional non-motric units are being used
by the general populations basides the metric system. It is im-
portant and nccessary to ¢stablish an officially sponsored unificd
systom of weights and measurcs which would make it possiblc to
implement a "Standardization” system even in the handicraft

industri:s.
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In establishing manufacturing "Standards" affecting the
small industry scctor, it is 2 matter of importance that spacial
attention be pald to the creation of suitable machinery which will
include in it representatives of small industries and managers of
industrial cooperatives who should participate freely in the deli-
barations leading te the adoption of the “Standards". Further
appropriate measurcs have to oe taken to disseminate information
on 8tandards among small entorpriscs and to 1ssist them to imple-
ment and adhere to them. In this ocnnection, the Institute for
Small-Scalc Industrics would play a vital role in the development
of a National Standards Policy by contributing its intimate know-
ledge of processes and work arrangements {n the small industrics

soctor.

29. The ISHl s a suitable action agency to guidc and assist
small and mcdium-size industrics in adopting and implementing

a Standardization Programme. This assistance cauld be in the
form of varfous scrvices rendered by ISSI, such as disscindnation
of information about standards, guidance in sutting up a Standard-
izatdon Programinc, guidance in development and adjustment of
proccsscs to moet required standards, testing of materials and

products, and guiding quality control systems. Training of per-

sonncl to function as Standards Engincors, Quality Control Ing-
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pectors and Testing Technicians will be a useful and necassary

scrvice that can oc given by the ISSI.

The noed to dmplemant a quality control systum and efficiont
testing faciliti. s is of particular importance in 2 developing
country for gearing ui small and medium industrics to cator for
the export trade which gencrally represents a buycrs market and
whore goods to be compoetitive must strictly 2dhere to buyors'

spccifications and standards.

No less dimportant arc testing facilities for s1:feguarding the
Intorcsts of 1 developing country in importing capital goods and
consumur products. The valuc of standardization is greatly re-
duced when onc cannot make surc by mcans of appropriate tosting

that thc product fulfills the requirements.

Testing facilitics arc indispensable for the development of
local industries along the right path and formulaticn of standards
and specifioations which takc full account of the noeds of the
industric s, the local conditions of supply, and quality of raw
matarials, the avallability of labour and equipment and financial
resources. The Institutc for Small-Scalu Industrics should bo

geared to assist small industrics with testing scrvices.

As tosting involves additional costs on the products manu-

factured cholce <f the must economical tast methods should be
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(e) Co-ordirate lending anc investment policies as

oetveen commercial ana zooperative banks and
gpecialiced ageicies to ersure the optimuro and
efficient use of the overall resources and

Consiier other allied iscuer as may be referred to it
by the Chairman or the Vice=Chairman,

The other iraportant aspects of the social control schema
relate to a constitution of bank mana;zment and prohibition of
advances to Jiractors of Bauks, /f..cordiig to the legislative
arnendments proposed in terme of taz Banking Laws (Amendrieat)
Bill every :auking Company ha3d to re-conatitute its Boara of
Ddirectors so that "ot lecs than 24 ci tiie total nuinoer of
Members of tie Ecarc of Directors are personc having special
knowledge or practical experience i accountancy, agricultura,
rural zconomy, s.nall scale industries, cooperation, bank
economics, iiiances, law and ot:er muatters v/iich are useful to
a banking compa:y.

In the initial astages the power of gsocial control would ce
exercised i respect of the major saaiks with deposits of over
Rs, 25 crores. Cver a period of tir:e these would be extended to

all banks,

It i5 necartaniag to note that the sanks have already

initiated action to fall in Mue with the objectives of the social
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control outlined cicve. The major I..dian banks have taken stepa to
raconstitute tireir Hoard of Tirectors and Tost of the foreign banks
have set up Lcvisory Beards. £ cedvrming ieature in cage of
amall scale incuotrios is the recozuition regardiag the critical
importarce ol 5001l seale idu.trizs 1 tne ecororny of the
cou.try. Ammoii3st the most importa.t 2¢ oomic consicerations
in the cevelopinent of small secale i ustries are its viaole
capitaleoutput ratio, lajorr inte:si.2 character and diffusiocn of
economic power over a large pop.lation of the eountry., Apart
from these, anotucr very important lo. -term congideratiou
which adds to the sijaificance of sinall zcale enterprises i

that entrepreneurial and maangerial skills in a developing cowitry

like Indiz are 1imited. The develop:nent of these skills i3 a key

-agpect of social ard 2conomic policy. lioreover, a amall scalz

entrepreneur of taday is a mediwn-secle entrepreneur of
tomorrow a:nd the inrge scale of the lutura, In other words, gimall
ceale industr s becomes a useful deciding ground to discriminate
beti;een those w..o nava the poteitial ior growth and those who
have not., di..c2trz developmzat ol o zll sealz industry will
depend to the _ireatest extent upoil tae entrepreneuvr himsel!, tae
commercial c2nie are coraing up vith special schemes lor
craftsinen an: extrepreseurs who cre quilified engineers but

lack adequata finei.ce to take up tue manufacture ol various itemas



having a pronisin ncope for exploitation in the country, The

scheme of State Bank of Indla anc its subgsidiaries has peen taken

up with suitable modifications by other commerecial vanks and
ig likely to help tousands of antrenraaeurs who are technicall;
talented to maaulacture but lack fiince which is decidedly a key

factor for getting up a unit,

e
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Suompticn ar to 30 ren ecent of profite aerasd
2. v ficet three yeers, Capital gains tax, pro-
vigdel Jeing ere reinvactzd o cach wotet: or equise

“m rediosal develo et arees,

Jivceyear real 2atets tex zzenption for entire

“rig2o receiving grants £ud loans for curchase or

conatruction of tlaats, and lccel tax concessions to

torsriscs not receiving losns end grants.,

v.. - d -

caaeds
(e) Seyzar Inco.aceTlar exzengtion from the
date ui co.amencement of ccramareiel operations,
{b) Tovelepmnent crant.
(¢} The unite can Juelify {urther for special
gesreciaticn bencfits as widesr! -
(i) IMcst Ji tae a2w nachinery and squine

aent can e writtan off at an anizual




reiz notin exzcese of L% oo o
strr=i it line basis,

Mavs kuiloirge and significaat exe
ter.siong curinz the specific serod

writtec. cif at 2i: annuel rate

cr. o straight line bagie,

Salas Taz
The following arc exerapt fro.a Faderal
Cales T
dize, ,ige, fixturee and culds;

“

and
cotterng for dies, jijc, {ixtures
a.ud -aould; and

(e, touls for use inoor attach izat to
Lwouuvetion nachinery,

1

The P .doral Sales Tax of 11% (¢ i 22 roe

L T

duced to ¥ 22 to Zere on Laachinery and oparae

tus sold tc ¢ . izcrted by aanufacturers for die

rect ug: i coaqueticn,

Duty Free Iapcw

Zrovigica fcr the duty free entry of artice

les and 1aterizlc to be used exclusivaly in the
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oafacture of certe.rn cnerenondise n Canada,

8, I:dzrel Jepublic oo Jio man
et

Lozslereted tex denrcciaticn is granted to asw
iaustrize in bueder covels- s zat ereas not to exceed
o men

3¢, 2lC. The accelerate’ derreejeticn applies to

8C% of the ovable amsetc,

<, Fretace

£ cxeoaption ur to {29 of the Tax duc on ivest.
aeat inccrae is allewed, CTlizhtly accelerated amorti-
zatico. < certain for as of -izat aod equipraent is ale
lcwed 2l 53% accelerated cozortizgetion ou plant and
equip rent acquired for research and development pure
PC8aG,

Rceducticn in computing capital gains toxes in cere

teic cnges,

Zadtcticn or alinineticn of lcenl taxes,

5, I-cland
1. ITaw asnufecturing conpanies are not required

tc pay Irish Incone Tes: or Corporatica Tox

for 1€ yearason prefits erising froa exports of
{pods manufoctured i Irclend,

4. Locel tex is reduced by %/3rd for new buildings

it

N g R oo e

&
4
8
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¢
during the first 7 years ofter their constructe
£ ticn, In develo, 2ert ereas the period is 1C
:’ -LO 5.

Se T oovisien of interaot fre loan canitel,
4, Gxzengption from iascrt Gutics on -aachinery
irrertad for menufeeturc 20 industrial rew

-

saeterialag for exgorts,

6 Itely
1. A EX% reductic:. cf tur:. over tex on aschinge
¢y and materials aad conguiaption tax on power
uged for irdustricl ~urmoges,
we 4. 10 year inco.as tar heliday oxe Aption i Tiroe
fits corned in new iavestnents and 5. CXC Af-

tica iz taxec on invogtaent in new additional

focilities,

(& ]

« Zreuption {ro 1 ~oyiernt of custc.n duties or
iL..rerted aechiacey e..d :atericls,
4. axenptior fro- oot er all aunicipal levies
lie cetroi duty, atc,
1. Freedc 1 from all iederel taxes excent for ox-
cise texes on taxcole goods ghipped to UK.

a. Tarn, twelve, Seveutuen ycears of 2xemption
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frc.. commonewenlth incone tox as well 88 real
aune carsonal cropesty taxes cid license fces, ecxcises
2aC ctaer aucicizal taces derendiiz on the locatioo
w1 the lo.ats,

4, UO% Tomoenomition on ineste: ~runicigal and -roe
Jorty texes for neriode roozing from L6 to S4 yaare

~eeording to the geogra:iacel location of the face

1. Eolgiva

of Zlaxt constructicn and purchase of equiz neat ag fcllowes:
(o) Construction graats - t 20% of the corts (3%
curing racession),
(b -Zquigent grants uc tc 7, 5% of coste (10% du-
ri., recession),
Groote acrelly ere payatle cfter ecoaagletion of the
conpleticn Ui tic mvestneat -ut on edvence up to 6C% of
constructic.. srento mey be . zede oiter the roof is raigcc

ina zow cloot,
.

P
r Cc.;.c..y.u
———

New Industrics

S Ve ot e -
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1) Tevilopment great io moxitav:a up to 1/3rd of
the apcroved cepital cocte, not exceaeding $25C,
Ue v

(1) For eapital costs beyona §45¢C, CoC, 1/3rd of

$48C, 000 nng 1/4th of the cxcess over $25C,C0C

. D Y
(1} 1lon repayable cech sronts towards tha cost of
fixcC eogets of new iadustries are provided by
M

Qi: 2utors aous grantg Scard. The aaxivun

{c., ¢/ 3rd of th> cost of fixed cosets i Dovae
luzment Lrac,

(b, 1/% of the coot ¢f fized agsets in other
erzas, "Fixed Agocta' ccaprigo sites,
bulldings, -acchincry and aquip-aent, exe
cluding cffice 2quiriacat and trensrort
vehicles, Crly ::icw maachinery is conaie
dered for grautc,

(¢} Cesh grants o> treining of workers in

new {adustriea,

(%) Chanron Free Lir Tort = cvelopment Authority

assistc the astablishinent of :cw srojecte through payment




of cash grants og under:

(&)  5C% of the cost of acw machinery.

(3 Full cost of Trainiug cf Workers.

€) Full cost of cuildings,

(d) Teotal exemption fromn Incone Tox and
Corporation Ta:: profit tax on profits de-

rived fro.a exports uatil 1219,

4. Federal Acpublic of Ger nany

L, Grant up to 50% of the totel cost of & project.
d. Cyccinl gronts are 1222 to firms leeated in bore

der arenc to cqualige tazic freight ccsts,

5. zre.nce

Govern:acnt grants are availchble up to 20% of the total
irwestaont coot, which includes, new plant construction,
new .anchinery, extension or coaversion cf existing plants
and trensfor of equip ment, Cre fifth of cny grant is payeble
in advexzce, the balance se ni-ziniually,

Governent subsidiec for anterprises anticipating only

& comparatively low return on inveat-aeat and borrowing

from private sources.

R
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given due considaration as to obtaining satisfactory rosults.
%osting oquipmont used in highly industrializod countries is not
always suitablo in developing countrics, hence test methods for |
tho specific ncods and conditions should be developed and adapeed
fom the boginaing.

To ronder thase tasting servicos the 1888 will nead to be
oquippud with tosting laboratorics which should be strictly func-
tional and can be cquipped and mado cperative with comparatively
modest cutlay. In tho intial stagos, it should bo possible to ins~
tall an officient tosting laboratorics on a floor space of about

$00 M, with an investmant for equipmant of about $180, 000,

In addition to thosc :specializod testing labaratorics which
are necessary, thc IS8l could make usc of tosting facilifies avail-
able at the Universitics, the National Institute of Science and

Technology and other resaarch aboratories.

The Bureau of Standards in tho Philippines has requested the
UNDP for tachnical assistance to reorganize the Bureau of Stand-
ards and in developing national standards and in the process for
implementation and adoption of set standards. An international
expert from UNIDO, Mr. Rao, has been assigned for one year to
the Burcau of Standards to advise and assist them in planning
and implemantation of a National Standardization System.




%, Dznaear!:
L

Grants covering costs of drzinace, levelling roed conge
truction anc uiility ingtallation arc available for preparce
tion of industrial sites and construction of industrial centrcs.

Grants ore alsc available [z cost of industrial project
review and ~nalyses for prcject srepuration and for other
types of congultetion,

Locel Governments offer grants in the forn of low=cost

building oites and reduced utility cherges.

70 G_L@at Brit&in

k. Govuriaraent building grants are available up to v 65
of the difference betwecn the actual cost of plant ccnge
truction and vpen marizet value upon com pleticn,

3. Renting of Goverrnent industrial premises to indus-
trics ot subsidized rates.

3. Graats fcr ingreviag basic cervices like weter, transe.

portatica in 2 developmeat cren, cte,

8. Italy

Federal Gevernment grants cover up to 30% of the capital
needed for caotablishiug new plents or expansion of established
plents in municipalities with lesc than 2, 600, 000 inhabitants.

Grantc arc also cffered to cover 160 par cent of the cost




of public facilitics needed for develop ent of industry,
Reduction up tc 50% is allowed in the freight rates ape-
plied for the transport of raw actericls and machinery re-

quired for now or expeanding -laits,

£, Ncortoern Irelond

Cuteight Gevernaaent grants ore available up to 33, 33%
of the cost of foetory accommedation,

Government graats are also available to Jocal authorie
ties for i aprovenient in basic services.

Gevernment also grants up to 50% cf the cost of traine

ing labour for rcw industrial operations.

C. LCANS
lo Belﬁiu'l
(2)  The Governent subsidy to lending institutions

ig equivalent tu th: difference mtweeurevau-

liag comncrceicl retc and the rate charged

frooa the borrower u to a maxinun of 4 per
caeit, (During pericds of recession, the intercst
rote charged may be reduced to a mininua of

1 ver cent), Reducud rates are generally apgli-
cable for § years, exceptionally for ¢ years.

(b) Finencing intangible investments like rescarch,

;
=
%
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Lecang & loan guarantees ore aveilable up to 9ﬂo

of the cost of permanent installations and ~aachinery

in rented industrial sites.

Lcong for factory buildii ;s are repayable over

18 yecrs and for machinery over 1C years,

3. Federal Republic of Ser.aony

Twce tyges of loans re available:
(2)  For new placts ot 31/2% for 16 years,
{b) for expansica o..¢ “a1odernization of cge

tablished plant at 5% for 18 years,

4. swede n
Government funds are leat to provincial induse
tricl cssociations at 31/:%. The rate of loans made by

sroviseinl industricl - scociaticns may act exceed

81/2%, usuclly 5%. The scrayvient pericd is 10 years,
Governmert housing constructicn lcans are availe

able for aveas of expanding incustry.

5. Itely {
Federal Government loans arc available up to '
about 7T per cent of the totol capital needed for new

ploais luccted in the devels, ieat area cf expanding




I I IR e

facilities, .

If wich countries in Burozz could give 85 mauch ine
centives for starting iadustrics in backward regicns,
then there is ne reason for the Governqaent of the

Fhilipnince to consider sc-1¢ of these incentives favoe

rably.
8, Indiec

Difierent previnces are giving cifferent types of
of incentives, Banks in India are also providing loans
under liberclized ter e than they gave  to units in
urban crecc, The ty e of ngsictrice given by "Baryana
Stat:" ‘n India is aentioncd on under: -

Preference i8 given for ovelornraent of industrics
by the Stete Govern aent of Zlaryana in the conparatives
ly bocisward arcae in givii.3:

Financial assictaice, approvel of schemes ang
setting up of com acn facility units and other ige
titutioi:s, which, dirictly or indircctly, helr ia
tho uplift of the noople,

The Haryana Goverrn reat hes also decided to

give ircentives for irndustrial zrowth in the focal pcints

whicl .oy not ¢ssentially be located in the backward




Nl

regious as under:

(i)

(1)

(idi)

(av)

(v)

(vi)

(vii)

(viii)

Sele of plots on no-.rofitenc-loss basis and
recovery of the oricc in ¢asy instalments;
Allotment of laad cn no=profitence-loss basis
tad on casy instcl-aents for construction of
subsidised industricl houscs and residential
colonies for the woriers;

Sxemption iro » the poy.acit of State Duty of
new gencrating canc.cities for next five years;
Grant of special concassions to power bagcd
industrics and to enccurage self-generation
of power;

Graat of suitablc subsidy on the capital cost
of the gencration equipment;

sefund of sales ta: on raw materials purche
aged by the industiy and ow its finished proe
ducts for initiel scicd of § years;

Bxe aption fro.a the levy of new taxes in
ra2spect of the purchases of industrial raw
materials for menulacturing processes ir
factories within Zaryana for a period of §
years;

Contribution to the extent of §0% by the State

g R T e i T




(i)

()

devernients towerde the cost of prepee
ration cf feasibility rcyorts in case of sce
lected incustricl 1o ccts;

Great of edditionnl margin of ¢ 1/3% in the
rates of products ~urchased from the induse
tries sct up 12 growth points for a pariod

Jf 10 yeurs; end

crovision of controllcc building materials

on priority besgis,
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SUSIUSTIVE LIST OF AJRO-IN ")USTRIES

15,
14,

13,

AR
a3,
21,
48,

WoISH COULD RS DTARTIL ON
SMALL SCLL

Assolute Alcohol fro.a llolasses

Zonana Figs - irocessing

Eanzna Fowder

Saneana FPseudosten = Trocassin;!

Fincapple TMibra

Edlizry Trocducts (seioiernechaniged)

Cattle Feed

~esiccated Cocom t - "‘rocessing

Card Doard frowm arisoa

Core ogoted Faper Soard

~eayurated Fruits, Vegetables and Soup Poviders

Fruit an Vegetable Freservation (Crange and
Tomato Frol:ctz)

ruait Treservation (Zcacral)

i* Jer andg Giuger Troducts

rushing of Gil Seedi an i Refining of Oils

- apain ang Pectin frow: 2aw Papaya

enywrated Fotato Chipa

~oultr J Fee

RQice Tran Ol

-.?.one aaa Ban [Making

JL}H (') (.) *J
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3~ Tust Briquettes as Zomestic & Industrial Tuel

Straw Boards

Suirrncol Bancages

Saolints & Vereers

otare froin Tamari: o Ceeds

rotato 3tarch

Vearsiicelli

Veaetable Mille/Curd froin Groundnuts
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Rxcvings of Supigao del loxte
1. Mr. Marcos Cortes
Vice Governor
2. Mr, Dick Evicta
Bozrd Momber
3. Mr. Holman T. white
Organiser
Mesearch and Developmsnt Center
REgvince of Pangasinan
1. Hon. Aguedo F. Agbayani
Governor
2. Agericc S. Rosario
poaxrd Member
3. Arturo M. radua

poard Member

PRIVATE SECTOR

Ehilinpine cChamber of Industxies (PCIL)

1.

4.

Mr. Julic B. Francia, Jr.
President

Atty. Proilon M. Bacuilgan
Bxecutive Secretary

Mr. Jose B. R. Policarpio
Chairman, Small - 3Sczle Industries Section

Mx. Jose Lumban
Small-Scale Industries Saction

Mz. Rodolfo Balingit
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1. Mx., 2lfredo L. Lingad
N.C. Mercarde Industries
1. Mr. G. R. Timbol, Jr.
Président
"’ 2. Mr. Mer R. Reyes

Industri~l Engincer

3. Mr. Bmmanuel 0. i.lmonte
Director

Shaslar of Commerce (Ceby City)

1. Mr. Prancisco Benedicto
Presideat

2. Mur. part carillo
Director =nd Secretary

Bhilippine Musiness for docial Proarsss (RB3R)

1. Mr. Rolando N. Quintos
Assistant Bxecutive Director

2. Mx. Rafael L. chee Kec

l. Mr. vicente R. Jnyme
Bxecutive Vicae President
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LARRE Maticnal city Bopk (FNCR)

1. Mr. Penjamin M. Catane
Small Industry Loans Specialist

2. Mr. Jesus G. Tirona
Assistant Manager

Ehiliseine International Reveloomant, ING.

' 1. Mr. Wee Bin
President

MASicaal Rxport Trcding Corporation (MTRACOR)

1. Mr. Jovito A. Rivera.
General Manager

3. Atty. Geronimc M. Muriera
Bxecutive l.szistant

3. Atty. Dionisic c. Gancia
Techniczl Zssistont and Mead, Legal Dept.

Manbaks Hasccistion of the philicpings (BAR)

1. Mr. Jose B. Fernandes, Jr.
President
LGV aratio § .

1. Mr. Romeo M. Morelos
General Mrnager

IEXERoL) College

Group of Students
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It would ba usocful for the I188I to discuss and request advice
from this international expart as to 2 planned action of approach
for the introduction and implementation of a standardization sys-

tem in small-scale industrics.

30. The National Export Trading Corporation and the Foreign
Trade Zone Authority and the National Cottage Industrios Devalop-
ment Authority, all of whom are involved in one way or another

in the export of gcod manufactured by small enterprises in the
Milippines have emphasized their interest and concern on the
production of goods for export badng based on the acceptable uver-
all standard sc as to avold fluctuations in quality and workman-
ship of similar articles produced by diffaraent factories in the
Milippines.

3l. Itis ovident that the Institute for S8mall-8calc Industries
will have to actively partake, nct only An the dissemination of
information, sncouraging and advising small industrics to

adopt a Standardization System in their manufactwing production
but also to activoly indulge in the introduction and implementation
of 2 Standardization Programme in small industries giving guidance

and training as to functions that have to be carvded out.
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C. INTERIATIONAL /AGENCIES

Inisec Nations Development Program (IRIRP)

1. Mr. william M. Harding
Resident Represcntative

2. Mr. T. M. Unwin
Deputy Resident Representative

3. Mr. william R. Jones
Senicor Industrial Development Pield Adviser

1. Mr. Hugo C. Lanc
Directorx
4adan Revelopment Bank (ARR)
1. Mx. Takeshi watanabe
Chairmen

Mr. N. Viswenzathan
operations Officer

2, Mr. C. 3. Krishnz
vice Chairman

Dr. M. S. Srinivasan
Senior Operatiuns Officer

3. Mx. Akihikc Takenehi
Operations Mznager
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ORGAINIZATIONS 7.DDRESSED ON THE DEVELOPMENT OF SMALL~SCALB

INDUSTRIES

10.

| 8
2.
t
4,
S.

7.

National Council on 5mall-=3cale Industries Special Meeting
DBP Eastern Visayas Regicnal Action Group, Cebu City
Resecrch and Development Center, Surigaoc City

Discussion with Radic Broadcasting Officials, Surigao City
Discussion with the Press, Quezon City

Branch Managers Meating Develcpment Bonk of the Philippines,
Makati, Risal

Business Managers Saminar, Zamboanga City

Socinl Security System Cfficizls on Financing of SmmlleScale
Industries

Pilipino Chamber of Smxll Business and Industry

The Fourth Convention on small and Medium Industries, Calasiao

TACTORIRS. NISISED

Panacraft

Manufacturer of wWood Grill Panel Douors, Woodwork, Manila
Cherimel Manufacturing corporation

Lobell's Company - Shue Manufacturer, Marikina, Risal
Walentino Shoe Manufacturing, Marikina, Risal

Papa Pood Products

Ebrada and Associates




B
&
‘
2

8.
9.
10.

|
3,
3.

4.

“wll e

Mindev: Refrigeratiom Industries, Imec.

Philippine Ink Coxporation

IVR Engine Rebuilders & Machine Shop

QUIER_INSTITVIIONS VISITRD

Productivity and Develcpment Center
Philippine Inventors Commission

Merikinz shoe Center

Mrrikina School of Arts and Trades

31
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32. PManning and introducing quality control systems in small
factorics coupled with testing methods to mest standardization
requiraments will bo important functions and disciplines which
perforoc will be the rosponsibility =f the Instituts to introduce

and assist small factories to carry out.

33. 8mall industries generally are not in a position to invest

in special aquipment for tosting thoir products, thus will have to
be a sarvice that the Institute renders to small industries. To
render these testing services, the Institute will roquire two funo-
tional laboratories, one for chemical testing and analysis and
anothar, for physical testing for strongth of matarials and fatiguo
factors, otc. Those two laboratorics would require approximataly
800 to 600 M, floor space and thc equipment ncedad in the initial
stages would oost about $150,000. It is rocommended that assist-

anoe be givan to the Institute to proourc this squipment.

34. Purthor 23sistance to the Institute will be necessary by way
of a Standards Engineur or 2 Quality Control Engineer. This

Consultant will bo a parson fully knowladgeable of the principlas

of standardization and the functions >f standards and gquality

control. He will nocessarily be a2 porson with experience in

organigation, scopc, techniqucs, and tools for standardization

and with the ability tc implament @ standardization system
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couplaod with quality oontrol of matarials and products manefao-
fwed by small industrias.

This Consultant should also be able to communicate his
knowladge in training 2 number >f National personnal of the
Institute 2ssignad to him for the purpcse of implemanting stand=
ardisation and Maintaining quality control systems in small
faotortas.




APPSUDE 2

8V ixivARY CF FINDL'GS OF THE SCCED=2CO. CMIC
SURVEY OF SNMALL=-3CALE I 'DUSTRIES 1.7 T::E PEILIFPINES
(1956)

1,1, In 1966, there w.rc an estimated 9,400 firms angaged in
small-soale industrics in the Philippines,

7,800 firms with S to 1 ewmployc:s
1,200 firms with 20 to 43 employess
400 firms with 5C to 39 employeas

6,252 firms or 659. were angaged in non-durable goods manu=
facturiag, anc 3, 156 firm: or 33% were engaged in durable
goods manufacturing,

3ingle proprictorship ware the dominant tyre of businass or-
ganigation with 5,115 firmac or 65%, Partnership constituted
22% or 2,024 firm:, and corporations conastitutad 13% or
1,220 firms,

The averag: investmantz in fixcd aseots por firm was eostie
mated at ¥ 67,320, Diract relationship betwaen firm sizc and
investments in fixcd asscts was evidant as presented belows

fkm Sizg A

5=13 employece: ¥ 13,300
20-43 employa:s 147,395
50~939 :mployu:s 232,400

1.5. 565 of the firms ware concentratad n .1anila lnd.Sub\u'bl.

1.5.156% indiroct selling
43.69% sold direct io customers

1.5.2 Sub=contracting - 25 or 2 576 firms ware angagoed in sube
contracting saloc anc thc average sale per firm was 109%,
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1.2.3 innual cross salcs yor firm was $282,000 in 1365,

Firm 31z
5«19 omplovoos ¥ 110,000
20=42 cmployc o8 224,000
53=3) amployous 1,722,000
1.5, Production:

<87 of firm continuous prodaction Srocess
375 job ordor
14%. combination of job ordor and ooat. production

1.8.1. Maching Ace

The average ag: of machinery in the industry was 7,4
ycars, 60% warz over 5 yoars old,

25% of tha firm: sarvicod machincry only upon broakdown,

) S~ . -y:'ﬂ
industrigs

wstlmated Cross Value Nidded by Size of “mployment

Stec of Avirage ¢ Total

- . . ' ncr cent »
Stol2 : % 40,510 316,578,000 : 429
20to 49 178,240 213,888,000 : 28%
50to 93 837,030 215,064,000 : 28%

. & [ : . [ ¢ s m_%

The cstim@ted gross valuc added of 9,530 firms in small=
scale industry amountod to 745 1/2 million {n 1966, The
average value addaed por firm amountad to 7:5,510,

7,800 firms with 5-17 cmbloyees contributed an estimatod
grogs veluc addcd of 315 1/2 millton or 42%, The estimated
gross valuc per firm was 49,610,

1.7, 293 managers cxprossed difficulty in sccuring loan and other .
types of cradit accommodation from Commrcial Bank and 1
othar private financing institutions,
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Afterinieapencence tha l i Caldng s/stern has madhe repic
soth sv.octionally end in terri s ol jeurap-ical coversja.
{se product of hiztorical factors aave, howavra,

cerxtain lacu...2,
remained,

for cna.u laliu

R
[ R

the econoyy
overall choitajo
vanks ara to

Jocial oojactiva

aiffasio: of exvnomic power a.id t

reagsourcas vit:

sectors.

Time a..C egain, tuer2 hav: see.. complaints that toe

advaices tan. 1o =

while priorit; scctors

anc exports nava

oank credit has teai growing rapi.l-, while the resources
(=) o v »

to the bhanks rave

eifort is ..ecxie” to stimulate savi.

D‘A"!‘ﬂ.xg 3y steriz,

¢ iracted to the attai: i

e
W2

2ava grown at a slowoer

Tuc looportacc2 of nelld 0 oyst2is ac an Lterirediar s
tie navie g of the commiulat - @ it pivotal roie <.

- A

it seceasary partizularl s io the coitext ol

of resources toat i policies an.. practices of t.2

., OF Jaczic 2conomic an.
wueh as auequate aconomic growta, wice:s

)

zlais2ling of availasie

rejar. to tae ra2quireaents of the priovity

culk of

2 airectec to ol anc 2staslishec husiness hiouses,

3uch &s agricvlturz, small scale industriec

a0t raceived their 7ve share., The demai.l ior

acciuing
dace. As sueh a continuing
o5 8. attract tne:rn into the

£4 the same time, & purpoaseiul and equitable



aistricutio.. of crelit has to e ensureZ. To tiis end & nariodicel
azsessmast of 1.2 lama.ud for cailr eredit, ceterminatio: or
priorities lor landl. ¢ ana lnveato.ent exnony various sectors of the
8co..0my ant acaquate follow up of thase oy the vankiag system. ara
ngeled, To bring coout the neceszary ciranges in the patter.. ol
sank larding, it iz macecsary to 270lve appropriate guidelii.es

for Dark meanagericits and to proiaoie a reeorientation of their
decisio: malid: raciainery so that the cacision of the rionzstary
anc creaqit polic dornulated -ty the eserve Ranz of Inula are

effactively i.nplaicentac,

NATIONAL CEEZIT COUNCILL
With & view to providing e foru::. for discussing and ascessing
credit priorities or an all-lndia sa3is a ighelevel sody called the
National Credit Zourcil was set up o. Jecemuer 22, 1287, The
raali: functions of t..e Council are periocically to =
(a) Assess t. .2 cemaad for :an: credit frox the various
sactors of tne 2¢0n.0in 7,
(5) Seter:aine priorities for ;vant of loans and advances
or for i..veatmesit havir [ v2zarc to tae availanility of
~2g0ouvrcess ac il requireme.ts of tae priority sactors
particularly agricultura, small scale industries anc

exports.
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