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1. In the throc .CU countrice thz suall seale

industyy: scctor rcpresents an appreciable proportion

of the total number of manufacturing cnterprises and

the volue: addod in indusiry. This sector also provides
a very important avenue for er.tployment which is a |

najor problem which developing counnriea like the

menber countries of ..CD are controntod with.

2, The term "guuall-senle industry" in all the
threa CD countriee is invarizbly uscé to dofinc nll
typec of establighment operated on n small scale.
Thore is no uniforn criterizc to define "sumall-scale
inductry" except tho linitation in dincnsions and
oize that ‘the tom aas inheront in it.

irlas
3. In all the three %$° countries, there are,
gonerally speaking, tuo brond cctegorieo of gmall

scalo induntries: The first ic the industry carriod

on by traditional craftsnen -nd artisans. In this
promotion of ‘Brts and crafts which reflect the

tradition and culture of each of thc threo countries,

there is often noed for assistance to modornize

tools and technicues of production. The sccond

category pert‘ ins to the group of small panufacturing
enterpriaea. In thic ficld the sector has an important
role of producing a vericty of concumer and siuple producer
goods ns well as components and parts rehuired

by larg;o industnoa. It is alvays desirable to leave




the large industrinl sector frce to concentrate on
specinlisation. Dy boing regulcrly fed and by providing
an officiont auxiliary service thn'mgh snall scale
industry, larser industrial units can attain concontra-
tion and apecinlisation in their recpective ficids.

4. Soall scale industries have b.on assignod a very
important role in the ecomonic devclopnent plans

of the throc RCD countires, Important social and
écoﬁonic objectives arec served by th:ir pronétion.

Omall industrial ontorprises provide an effoctive

moans of stimulating indigenous entreprencurshipi

thoy assiot in tho diversification of the industrial
structurc in tho country; thcy make it possiblo for

the growth of industry to be less concentrated geographi-
cally; they can channel the skills of traditional
craftsmon into nov lines suited to modarn economy}

and thay help with the unemployment problamoc since

nany small industrial octablishnents lend themcolves

to copital eaving nethodo. The emphasis and tredd,
however, appcar to bc ‘“matiomal" in perspoctive and

more conccrnad with the individucl industrial pro-
Joctions of zach of the three couniries.

5 T™he three LCD Countrics are pnsscing through
alnost sinilar stagos of ccononic growthe They have
in addition & sinilar etructure of nctional econony
and have achicved favourable results in their economic
devclopment eflcrts. Jlthough all of tien achiuvved
conspicuous reoults in the industrinl ficld, the

agricultural sector still remcins donminant,

6. /8 in nany doveloping countrics, particularly
those with long tracitional and deop-rooted skills,
handicraft and other cnall scale industry have an




mportant‘ role in the national cconomy and are largely

dicpersed over the country, wooking at the structure
of industry from point of view of dize, wo can dicover
that fow of the inductrial firos of the region cen be
“eategorized as being "large' ones. The otatistico in
Iran in 1967 in thic ficld wore;-
Numbor of indus- Total Number
) trial establish- arge  see
LCTIVITY oonts of the catcb- cotnb-
citics, lish~- lish-
_(larze & small) ment, mont
Total | 160265 4386 135879
Pood industrice = - 21866 ' 776 21090
Beverages industrics 58 : 15 .13
Tobacco industrics 3 3 -
Textile, carpets and . : .
gelim indusiries 28220 1144 27076
Foot-woar anc wearing ’
apparel industrios 43046 366 42600
Furnitures and fixture ‘ o
industrics 15538 o191 18347
Paper and cardboard S .
industrics 281 32 249
Printing & publishing ind. 1220 122 1098
Leathor & hide industrics 1344 46 1208
Rubber and rubbar procducts
industrics 1061 490 1021
Chemical incustries 06s: 131 734
' 0il industrico (oxcluding
.. NIOC) ? ? -
- liaerel prodicts incus- .
. trics (non-metal) 4472 694 378
Basic motal. induntrics 1548 84  1e84
letnl product industrics 19378 336 10042




Fachinery manufzcturiag

industries (non-clectrical) 1828 84 1744
3loctrical esuipment

manufacturing industries 3853 7 3776
Treasport industrics 10004 190 9814
kiseellancous industrics 3693 48 3638

Sourc2: Incustrinl survey of Iran in 1967, Large industrinl rates
arc thacae aver 1C employeos.

7 The broci:-up of siall scale industrial units in

Turkey im as foilows:-

Numbor of Tmzll scale incustry vorkohops

Ficlds of emnll gecle industry 1985 yoar

I'achinoery l=nuf~cturing Industry 154
Chomicol Indusiry | 18
3lectric:l Bachinery snd Zruipnent Industry 162
Lgricultural iachinery aad Truipaeni Industry 1022
lletal Goonds Indusiry M4
Fapor and racking Industry 168
Tonstruction interinls Incustry 1782
Forest Products Industry 2838
Toxtile and Clothiag Industry 4446
dide and Leathor lincdustry 413
aicser Industry 332
Plastics Industry £8
Storage (iodern storage & frozen siorage ind.) | a2
futomobilo (wopair Shops - 3508
Gthor Jepair Chopes. 3053
Total 20461

Source: State Plannin; Cresnisation (2nd Five Year lan)
There cre in addition to tho ~love 192,242 handicraft wvork-

phops which con be included in the sucll scale industry sector.




8, Palict~n has o Jest Frlhiston and an Znst Pakistan
tnz2ll Industries Corporation, for promoting small-peale
industry anc to brovide facilitics to private entorpriac.
It has nol buon pocsible to nscertain tho nunber of
cmall seale industrinl unite in Fakistan. It can,
howovc'r, be concluded thet Pakistan and Iren have a

similar suecific wmnil scale incustry,

c. w8 there are sccial anu cconoiic objectives of
pronoting se';aqll ecele industry in all the momber countries
there isy ticrefore, nced for developing this sector
on a rogion’r-.l bosis.

10, Overall industrial developmont dojonds on the
promotion and strcngthoning of muh-scvle induatry
purticulnrly 1n developlnv countnes. Giall scale
inductry in the 2D regmn frum t'xe ecomonic point

of view hax.. che ract«rtstica até problems sinmilar to
those wiich have croppoo up in the large iadustry sector.
There is th-. problon of efficiency and competitive-
noos on the uamct, low rate of used canacity,
difficultioc in supply of row maicrinl, marketing,

the problom of modernisation and implementatior of

nev tcchnology, low lovel of acnogement, cte.  Jlthough
smnll ceale industry mainly is oriented to the local
markct very often the modern oconomy rogquires higzh
efficioncy, use of modern techniques nnc better mnnape-
ment. it present the snall secle industry in the CD
region requires n larger and morc de.ondable market,
Jett.r oupniy of raw matcerial, new technology,
coopcration, training, etc.:

i1, Onc of the appro"pi'iz\‘ta ways to support developucnt
of ouall scele incustry and to increase the offi-
cioncy of this cocter in cCD, is sub-contracting

tetwecon large firns ang omll senle industrial units,




This nub-contracting'can bo very usefuly c.ge in

solving thc'probluﬁ of mocorn cosigning in improving

the supply of material, in increasing output, etc., liany
entropreneurs whilc dcaling with small sccle industry can mako
medium or large torm contracts with large firas

to pro#ide for an increase in production and a more
efficient functioning of firms. Those cntracts may

includce improvements of technology and managencnt, but

morc often their contents would pertain to the arrange-
ments for production and the supnly and selling of

goods, In RCD Countries a large number of small secale
industrial units cxists. There is nlso a rapid growth

of large industrial firmo. Various typeso of lub-controcfing
will, therefore, bo very useful for both the large

as well as the emall firme. The fast pace of developmont

of imdustry in RCD countrics particularly the

ongincoring incustry provides ¢ udeful and important
opportunity for the coopernticn and sub-contracting
arrangenent with small acale industry.

12} In addition, th. cooperation amongat tho sacll
scale firms basvd on sub-contrrcting could tako various
forms and cover varicns meciors of activitios. One of tho
moin problems for small scale induatry - in nearly all

D countries - ia supply of raw mctorial, particularly
from imports. Thc sources of raw matericl in CD countries
differ. <There is accordingly need to cooperate and try
to improve supply of raw materinl on & regional lewel,
Some problems of marketing cin be casily solved by
catoring for ad :CD markot and by having joint or
subasidized action for a third market. Some regional
agencics could aleo be organised. Jtudying the
cooperation among smnll-scile industry in oach

RCD country, it is cvident that there is a very low

lovel of mutunl cocperation :nd sub-cuontractinge.




There aro, thercfore, maay paspkbilities for sub-
contracting anong small firis in each country as well

ag in the rocions In addition mmny small seale firus

can oatablish joint agencice, decign ané rescarch

contres, on the matiomal or rogion:l besis whieh can

deal with problous of smnll scale industry. The exporience
in other regions anc devuleped countries io thot

& good way_tolincroasc procuction cnd efficioncy

of sunll tirﬁs {6 by sut-contracting with l~rpe industrial firmg~
donestic or forcj;n = in producin; sone components

or intermccisrte goods. “his oxpericnes ean

bc uscd very ln§g§ly within the ZCD area ang can con-
tribute in furtiher developmont of emallscale industry

and oconony as & whole.

13. Gnall projects arc less demanding of the things
th~t the developing countrics usually, lack: eapital
management ond techniccl gkillo; generally they use

moro labour in relation to cagital than large projccts}
they con usuclly be built quici’ly ~nd put iato onvra-
tion to brqducc returﬁp; they focilitate docontralisation
wvhich cnables peoples in various arecs to havo contsct
with induairy;“‘thuy often raine enpitnl more

easily in the nhédncc of capital mariots through

dircct contact betwoon the nrojuct spongers and other
local inventbrs; thoy cun provide roduction of fimancial
risk throqch diversificicion, thus lessoning the
masnitude of overnll loes through the failure of rny

onc project,

14. The nucstion of ~ny of thc thfoe L2 countrics
aving to choose betwoen ouatil industrics and laféc
industriue hos onc will not crisec as tho two tynes

have tended to e couplerentary rather than ccapotitivo,

Zround a large industrizl venture, tiiore is always room




for dozens of siatll plents vhich fcad the major indus-
trial conccrns. This ie beneficial ce it relaxes the
complexitics and relicvus the burden on larpe plants

which would be much greater if the strict application

of sclf-gufficiviicy was adhered to for each guch venture.

18,  Tnc significcnce of smcll incustry io ovident
from thoe fact thct Goveramental agencics in all the
throa 2CD countrics deal specifically with smell seale
industry. There is n Contre for Gmall Geale Industrics
and industrial sictes of Iren which is affilintad
with the VFinictry of Zconcmy. In Turkey, the rooponoibility
for the managemont of the small scale industries
developmont progracsie is primarily that of the I'iniotry
of Incustries, nns there is o soction in that Finistry
vhich doals exclusively with smiall industrics and
handicrafts. In Frldotan ther: are special Jonil
Industsies corporstions. In all tho throo countries
thcre arc crodit institutions which aid the developuent
of sncll seale industries and im fzct incontivus are

also proviced for tte promotion of such industrios.

16, T™he trend till nov has bacn that snall ocale
incustrice auc tlieir products have catorad for local
marlkuts ond have b.on linited in scopes The private
gactor has bzcn active in thic soctor but ontruprencurs
have not booh sc broad-nindcds Gonorally speaking,
the policy pursucd in the three countries has boon
that the Sovernment investo in those industrios in
vhich the privai.:o pector is shy ancd unable, for toche
nical or finenci:il reagons, to maic any cormitiiont,
Seapite this, however, lLoober Goverakents anve !n.-on'
rcaponsible for ausisting oncll scale industry and
laying down = prograome for incustry of all sizos oc
that thesc incustrics con co-exist and conplo ont each

othor within the national frowew-rks This pelicy nevds




now to be nriented tosards s regisnal perspective so
that activities in the sector can be expanded and mada
more dynamic.
17. Thae size of small induatry of sll typse in
~ the RCO Countries is considerable. There are several
amell firme pursuing activitige such as textiles,
clothing dénd leathar, construction, food atuffs;
furnifure,'matal proouction, which belong to tho most
“'traditional production branches.'The overwhelming
proportion of smell incdustries are privately owned,
and carry on their activitics mainly through their
own financial means, using old technical processes
and labour - intenaive factors. Traditionally, small
- ‘industriss in the RCD Countries (as well as in sll
developing countries) have bean dorking sither for
local markets or directly for individual consumers.
- They were ussd to supply a rather larges range of both
consumption goods and production tools (particularly
- for.agriculturg) tallored to local requirements and
individual preferences. Therefors, there was lack of
common standards, of homogencQusquality, of common
production techniques, of standardized inputs etc. This
situation was basically due to the lack of intsgration
.+ of the netional industrial market, and to ths abaence
.- iof:large or middle scal: modern industrisl cnterprises.
- %8." . - The recent progruss of induatrialisation of
RCD .countrigs has made for small industries to undergo,
~ «in general,,two tendencics. From one sids they hava
‘faced the increesing compstition of tha large enter-
prises for those consumption and production goods
which can be produced on large scal: anc on standardized
typu. The cost reductions allowed by largu-scalc end
madern production, and the shift of the consumsrs’
preference towards goods of higher quality have had
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the combined cffect to put a large number of small
firms in a difficult economic situation. From the other
side, a certain polarization is going to take plece in
the activities of small Firms; namely they are con-
centrating in some fiulds where thaey are better able
to survive and to develop without bearing ths competi-
tion of the larger enterprises. Such fields are either
intermediate- goods production opersting on a sub-
contracting basis, or those consumption-goods produc-
tions where mass-production and standardization is not
possible (artistic goods, food specinlities, fashion-
able clothing and foot-wears, etc.)

19. In general terms, th» tendency for small
indusiries is to find an escape-way either through
sub-contracting or by producing special consumption
goods. Such specialization corresponds to the require-
ments of optimizing the existing resources, and to
apply the principle of comparative advantages in the
industrial ficlds, by making small industries able

to operate in the branches more suitable to their
peculiar features, within the specific growth stags of
each RCD country where large and middle-scals industries
are unavoidably reeching ths leading position in the
industrial structura.

20. The function of training for small industries
should be just to put such activities, by ssvaral msans,
in the best position in ordar that they kesp their place
in the nationel industrial market, and where possible
also 1n the export markets, while meeting the require-
ments of modern standards, of efficiency, and of decress-
ing costs. Industrial extension services, carried out

by the governments, should help to transmit knowledge

and skill to persons engaged in small industries.
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21, Thi prablem of training for small industrias
can be irf gengral sub-divided into that concerning the
untrepreneurs‘and managers, ang that concerning workers.
As far as entreprenvurs ar. concerncu, they should be
trained for bath improving the organisotion of their
firms or workshops, ond for qraspbdng the n.w oppar-
tunitivs offered by the national (aed possibly inter-
nationdal) markats in course of quick duvelopment, As

for the workers, considering that small industrics

are largely employing unskilled workers, the aim of
training should be to raiss ths workers' levcl of

skill, not only for improving their living conditions
but also for insuring the best handling of machingry

and production-tools and the improvement of thu qualify
of goods produced. _

22, The traiping of entrepreneurs for the sake of
better management of the small firms, should cover in
principle a rather large ranga of praoblems, They range
fram a better knowledy: of the accountancy tachnigues
and the ability of getting informed about the changes

of outputs and stondards requested by the markot, to

the knpwledge of all possible credit and incentive
facilitics granted by Governments or local authorities
to small industries. Entreproneurs could be tsught to
complument their management abiility by recurring to
mnsultant units or centres, where they can receive
advisory assistance in such fields as market analysis,
projects cvaluation, procedures for loans, etc. Entre-
preneurs could also be trained in the choic: of the

bgst technically BHU.MCUﬂUmicullv suitablc materials

for their relevant productions, and in Lhe best
utilisatign of the new installed machincry.
23. Another aspect of entrepreneurs' training should

be to demonstrate thc acdvantages of opurasting together




in various forms of Coopcratives, to be created

either For 'sala promotion or for common storage, or
for common 0:.'ibitions, etc., Thase aspacts arg
particulsr., important when export activities are
concerned.

24, The training of workers shaould basicelly take
into account the present nseds for speciaslizstion

and modernieation of small industries slong the lines
explained eamlier. In small Firms, workers have bssn
traditionally employed in young sge as unskilled workars,
shd they were acquiring their skill only by long
experience on the spot. This kind of emgrical lesarn-
ing is no longer satisflactory in prassnt days, bscauss
of the more sophisticated machinsry besing introduced in
amall industries, and of the higher standerds requested
for its products. Therefore, a higher tdchnical besck-
ground is requested to euch warker in the small indus-
tries, end it can be provided only by training, Trein-
ing, ot any rate, should be adjusted to the specific
';anadt%“th%rkti’:% ue}riméa branches of small industriae,
@ach branch is ggingmté’r&idsea}gigp and rationalisation
25, It seems still too early for devising sn RCD
policy in training for small induatries. Howaver, ons
can indicate some fields in which to start sventually

3 comman activity. A pramis’'.y fiald asems that of
identifying a givan range of products, which can be
successfully worked through small industries, accoarding
to aome acceptpd common RCD Standards. The Chembers

of Commerce can play an important role in this fisld,

A policy of this kind, called the “dafence of the trade-
mark®, hes obtained remarkable successes in other

econumic areas, like for instance in thg European
Common Co




- 13 -

Economic Community.

26, In cuch country there is 2 definite organisation
looking after this work. Comrdination can thus

be easily brganisud ay the relevant Qommittee of RCD
Secrctariat at this stage. In due course of time when

a directive has beun fimmly given to this and a regional
body will necu to bae ecstablished. This organisation
would serve the purpose of being o store house ofih
information, of needs and requircments anc of existing
and futurc potuntialitics en a regional level in tha
sector. For the prescnt the RCO Chamber of Cdmmarca

and Industry can also play an important role by
contacting each of the national institutions and of
promoting trad: activity.

27. In all three countries exist a long tradition
of handicrafts which if properly assisted and developed
may farm the hasis of combined effort to export products
to third countrics, There is great potential for the |
exchange of thesc items in the region, In addition,
joint exposition abroad will be of interest for
promoting exports to countri.s outside the region.

28, Small sgale industries provide s wider basis

of intimate knowleudge amongst producers and consumers,
An: interchang: of information on types of small scelu
industries and how they funciipn can also serve the
purpose of regional coopersivion a great deal by bringing
producers and coosumers on g regional level into close

contact.

29, Promotian of cooperation and getting to know
national cfforts in this ssctor in the three countries
better could be secured by exchange of infaormation

and concurtud activity in this field. This will in fact
form 4 strong basis on which to build small scale

industry on o rugyional lovel.
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30. A survey cf existing small scele industiriea
and demand for the products of this sector necds to be )

carried out on a regional basis.

31. There is already an established RCD framework
for industrisl cooperation. Agreement on the promotion
and operation of Joint Purposc Enterprises was signed
betweon the three countrics in 1967, and memorandums of
undarstanding for over twenty projects have already bagn
signad. This cooperation has aimed at heavy industry so
far and has neqlectrd the boost such activity could give
to small sgale industry on a3 regional basis. A survay
or 8 study can easily identify those small industries
which can be plenned for the markats of all the the three
countries to feed existing and future joint purposs
gnterprisus, There is a potential RCD market for edport
of national industries. Potentialities for sub-coniract-
ing on thc basis of the markets of the thrse countrics

can also be studicd in such a survey.

32. As far as the frec flow of products of small
scalu industrius within the region for purposes of trade
is concerned, the motter will be covered by trade liberal-
{sation measures which arc presently under considoration
by the RCD Member Governmcnts. It is guite evident that
the promotion of activities in this sector on a regionel
basis will be given a much necded appreciable boost

if such measur:s avc adoptid to allow products of this
gsgctor free acckss to murkets in the region.

33. Joint training of extunsion service officers
and entreprendurs and exchonge of information and visits,
and use of rescarch, trazining and uxtension facilities

in ong country by thc other in the region are also among

the areas to be looked into seriously.




3b. The promotion of smell scele industry in

thu RCO region is faced with the problem of technology,
management, finance, marketing, rew-materisls and factory
accon@odation. These provide four major fislds in which
counffias of the region could be assistud in the develop-
ment of small scale industry. Thuse are: (1) Formulation
of suitablu 1ndu§tr1a1 policive; (2) Formulation of an
{ntagrated programmc; (3) Planning end establishing
suitable 1nstitutionu and strengthening existing insti-
tutions to implemont policics and programmaa for small
scsle industriss development; and (4) Provision of
nxpariancad‘expgrts to improvu the tachnological snd
menagorial luvels of various branches of smell scelc
industry.

35, It is, therufore, natural that assistance from
internstional d}ganisutiona such aa UNIDO can benufit the
dovclopmént of this fiocld of industry in thu reglon. This
sseistance can consist of industrisl advisory scrvicus,
managument training, industrial resssrch servicus,
developmont financing, industrial sstatas, common facilities
services, markcting aids and facilities for ancillary
development.

36, For this purpose, with the aid of UNIDO, =
regional centre for developmant of smell scale industries
cen be established and the principsl functions of such 8
centre would bu: (1) to provide technical assistance to
member countries in the formulation and implamentation
of policies and programmes; (2) to train officiels of
garvice promotion end financing {nstitutions in smell
industry development techniquus; (3) to undartaka
rescarch in the form of fuasibility studias and pre=-
jnvastmont survcys on which tochnicsl assistance and
training action would be basad.




37. The provision of Training facilitics by each
of thc RCL couwntrics to traineus from the other two

countrias can bu negotiated through such an agency.

Tho sutting up of such an institution should, howuver,
be precudud by a bread basced survey of the regionsl
potential as outlince above and its capability to cater
for and sustain & rcgional market. Once this ia dona,
avenues of coopuration and a phased programme cuuld thes
~ be drewn up. In fact o regionsl plan for this sector

can be chalked out and the f:glonal Centre could be
maintained as o Rusuarch Centre as wull as a stoec house
of information. It will thus sarve the pufpnse of
formulating plans, organising training programmes and
conducting rassarch. The necd, therefors, that ie
impurative at this ctage is to prepsre the ground for
the sutting up of such an agency. This will by, possiblé
by pursuing a future coursu of action in the sppro-
priate RCD forum, so that such cooperation snd the survey
can bocoms practical realitics.









