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Seminar on Minancial Assistanoe and Extension
Services for the Promotion of Small-scale
Industries in the Caribbdean Area

Bridgetown, Barbados
3 to 8 Deocember 1973

ANNOTATID PROVISIONAL AGENDA
AND
PROPOSED 18-UES FOR DIscusszond/

The following points have deen

at UNIDO headquarters
with a view to facilitating the
discussion at the Seminar

The main theme of the Seminar is the role of small-scale industry
in the prograames of over-all economic development, and ia particular,
plans for industrial development in the countries of the Caribbean ,

1/ This dorment has been reproduced without formal oditing.
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The first question might be that of the definition of smali-scale
industry in these countries. Is a rigid definition necessary? How
can it bte adapted o the small sigze of most-of the Caribbean....
countries and to the limited scope.-of their economies? REN

Is the purpose of a definition to set a limit to the eligibility
for special measures of assistance® Or is it enough to make a dis=—
tinotion between locally= and foreign—owned enterprises without

regard to sise?

Participants are imvited to express their views on the charaoteristios
of small-scale industries already existing or that could be ex~-
pected to develop in the Caribbean area. hould these be pre-
dominantly local enterprises promoted and established by entre-
preneurs from the countries or territories or would they rather
involve a local small entrepreneur together with some outside part-
ner? If so, what are the most likely forms of partnership that

could assist the development of small-scale industry in the Carib-
dean? Are there any special problems in the determination of
policies and priorities both between different sectors of the

eoonony (agriculture, public works, indusiry, eto.) and betwsen the
different industrial fields?

As regards the characteristics of smallescale industry in the
Caribbean, what type of industries could be expected to develop

on & small scale? Would they oater to the local market or is

this t00 small even for small-gcale industries® Participants
night give information on the-numbers. ahd. iypes of small-soale
industries in their country or territory and the special problems
confronting the expansion of such indusiries or the -creation of
new ones. What sectors lend themselves best to development? Small
oonsumer goods industries, producing for the local or foreign
markets, or producer goeds industrios? Industries oatering meinly
to the public institutional market, to tuilding and construotion or
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possibly to the tourist trade? A4s rcgerds thc institutionsl mar—
kot, the question might be ciscussed of how this market could be
clearly identified and what moasures should be taken to promota
the purchese by locel inatitutions of goods produced by local
entrepren . urs.

Are there any poscibilities for the development of ancillary in-
dustries in the Caribbean arc, i.e. enall industries undertaking
subcontracting work for larger enterprises located inside or out~
side the region? What factors would influcnce the development of
suboontracting and what measures could bc taken to promote the
development of encillary industries®

What handicrafts cxist in the Caribbean area and what possidilities
are there for transforming some of them into modern sma.ll‘indu:- |
tries? What sort of assistance do the local artisans need? Is
there scope for special progrommes as have been carried out in
Jamaica for instance (creation of "Things Jamaican")?

Another question whioh might be discussed is the source >f entre~
preneurship in small-scele industry. Cne group may coneist of
mexrchants or importers who might wish to engege in the manuface
turing of items which until now they have been selling, A second
group might bo traditional ocraftsmen vho might be prcpered to
establish a small irdustry in the field in which they previously
oarried out their craft, e.g. a carpenter who might set up a fur-
niture factory, A third group could be those formerly engaged in
agriculture. This is most likely to happen in the development of
small agro-industries er small-seale services (repciring of agri-
oultural implemenis, etc.) or industries in the agro- ficld. Less
olearly defined groups who might nevortheless provide a few entre-
preneurs are former government servents, roturning emigrants,
recent graduates or workers in larger enterprises. This last

group is of course the most common traditional source of small




industry cntrepreneurs in morc developcd countrics, but in the

Caritbean large cnterprises arc few, and it is not certain whether
thie source could provide many potcntial smallescale industriclists,
Participants might Ciscuss thcir own expcriince on thc source of

entrepreneurship in the Caribbear Bountries,

7. Participants might aleco discuss the programmcs, policies and obe
Jectives of local devclopment agincice. What sort of people should
they recruit and how should they crrry out their work? How can

their staff bc adequately troincd for their work?

Discussion papcrs:

- Country papers by particijants

= The Eednomics of the Smaller Carihbtcan Islands and tha ‘Porspective -for thé Bewelop-
sont of ShrTl-sarlc Industty, Ly Carleoon O*Loughlin

- Some Problems of Projcet Ievelopment in the Bastern Caribbean, by V.A. Richardson

~ Transformation of Handicr:fts into Small Industrice in tho Caribbean Ares,
by D.N. Saraf

~ Bmall-scalc Industries in Rurel Scotland, by D. Ogilvie

~ Developmont Possibilitice for Smallescalo Incustries in 8pecific Ficlds of In-

. dustrial Activity, by A. Ncilson (part of a UNIDO publication on Seall-scale
Industry in Latin Amorien)
Itom 4. Tcehnieol fervices and Assistanoc for the Jcvelopment of Smell-~gosle
industry

11, This type of assistance can tc divided into thet given to estadlished
smell-scale industries 2nd te new smell-socle industriecs, respoo=
tively. A3 rogards the tochnical services for established small-
scale cnterpriscs, this mey include in*)ubentg and consultations,
in-plant studics And question-and-answer scrvices.

2., Participants arc invited to discuse the main prblums confronting
small industrislicts. The zttompts to modernize snall industries
or artisan activitics oftun cncountcr psyclologicel obstacles as
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well a8 economié and physicnl ones. How does onc create an
awercness in the siall-scrl. cntrerroncur of the necd to intro=
duoe changes and to procecd with modcrnization? There arc also
physical obctacles such as the unsuitability of premiscs. 0an
changes be introduced gradually so that the small entreprencur ann
realize the neced for modernigation?

In the casc¢ of ncw smoll industries, technical advice mcy inolude
help in selection and installation of machinery, produot develop-
ment and assistance in putting the plant into operation. Cen
assistance be given in determining the scale of production facili-
ties to be set up? Can help be given in obtaining the machinery
required ory oven mor< important, in finding out who the potential
suppliers of the mechincry arc?

A liscussion might tekc place on cquipment appropriate for small
onterprises. A gract denl has beeh vritten and discussed on the
fact that most of tho tochnologics propoecd for small enterprises
are inadequate for their neceds and are more suited to large indus-—
tries. Should appropriate technologics permitting o suitable choice
of equipment be evolved for smallescele enterprises in smell coun-
tries? What are the characteristics of such appropriate tuche
nologies? Is it just a question of finding labour-intonsive methods
to provide as much employment cs poesible, or are there additional
factors to be taken into consideration, such as quality, skills
and appropriate product design?

What type of information is nceded to endourage local potential
entrepronours to sct vp small-sorle cnterprises? Aare market
information and detailed studics of notcntial markets both within
tho country and outside of specoial importancc? How can the mare
kot be doterminod without cxccssive investment in studies, given
the sise of the industry to be oroatocd?

Discussion is clso invitcd on the pogeibility of combining teche

nical services with treining. What ore the troining necds or small
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cnterprises? Do they differ from thosc of l-rge-scal> industries,
if ouch cxist in *hc¢ countr? Vhat arc the acvantages and dis-
advantagee of comtining tcchnical advisory scruices with treaining?
ig it cfficient to combine thc two, i.c. extcnsion work ond training,
or would such combincd efforts placc too much emphasis on the
training side and too 1littlc on the dircct advice which the smadl-

scale entreproncur may really need?

Participents arc invited to cxprecs their opinions on the type of
training that might bc given to entrepreneurs sctting up smalle
gcele industries. What arc the needs in the field of management
training? It has oftcn boen stressed that thc management of a
pnall cnterprise roguircs a differont approach then the carrying
out of a manegument function within a large orgenization. If this
is 80, whaet sort of mnnagement treining and advice should be given
in the case of thc small industrialist? Is it enough to set up
Yookkeeping systeme ~nd simplc forms of control? Are there ways
of improving the cntreprencurship of a man through training eo
that he is more ready cnd able to asscse the possibilities before
him and makc decisions accordingdy? :

A discussion is invited on the rolo that industrial cstates might
play in tho promo<ion and ucvclopment of small-scale entorpriscs

in the Coritbean. This oould toke differcnt forms: improved
tracts of lond in which individual cntrcprencurs would be allocated
plots and would then build their own factories; construction of
standard factory buildings for rent to small ontroprencurs, which
wouid caga their capitnl problem and eneablc them to start pro-—
duoing without delay. Clearly the latter arrangement has financial
implications sinoe the government or a development institution
would heve to financc considerablc investmonts. In small

countrice the incdustrisl estate can be of a very simple nature, con-
_aisting mercly of a row of worksheds to enable artisans and other
entrepreneurs to stort industrial og;erationa. At o later stago,
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if the worksheds arc suescssful thc entrerreneur could procced to
build his own small factory. Perticipants are invited to discuss
this approach which has been uscd in some of the lcss developed
countrics with a certain degrec of BUCCGES,

Are investments in industrisl estotes Justificd and do ostates
roally stimulate thc growth of smell-scalc industrics? The cx-
periencce of Parbedos, Trinided and Jamsica might dc of interost in
this conncxion. If an industrial csteto is to be built, what are
thoe oriteria for dceiding its location? Arc larger estates
preferable in a single location or would it dbe bettcr, ih the

casc of the Carithean, to hove a few small industrial cst.tes?

The latter might have the adventego of dicpersing industrial
dovelopment and employment opportunitics, but might incroase the
administrative ond infrestructure costs. How should the industrial
estatc bo mannged? Perticipants arc invited to cxprese their viows
on whothor it should be edministercd by a dovolopment corporation
or handed over to o separatc organization. Ie thorc a rolc for
privatc companics in the dovelopment of industrial cstates?

3hould industriel cstatos be startod on the Yasie of coonomic rent
right from tho boginhing or is there a nced for a period of sudb-
sidising rents as an incontivo? Should acoount be tekon in
&ssossing rentals of the costs of infrastructurc invcstmonts or
should thesc bo considerod as the state’s contribution?

In somc countries indusirial cstates havc boon established Yy
groups of industrialists cither in the form of a co=#porative or
an associetion. Is there scops for this type of "sclf-help® in
the countries »f the Caribbean? 1f so, what oen be donc by
govormments and instituiions to fomter this type of initiative,
which is olearly desirable?

(During tho Seminar, e visit will bo made to industrial estatos i.
Barbedos in tho region of Bridgotown.)
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— The Economics of the Smaller varibbean lslands ~nd the Perspective for the
Devclopment of Smell Incustry, Yy Corlcen O'Loughlin

- Smell-scale Incdustrics in Rural Scotland, by L.4. Ogilvic

- The Potential of Small Incustry and Expericnocs in Setting up Industrial
Liaison and Extcnaion Serviccs in Trinided and Tobepo, by K.V.8. Murthi

Item 5. PFinancing of Small-sccle Industry
1. Pinoncicl assistancc for smell industrics is clearly vital if such

industrics arc to be developed. The qucstion is how such finanoie}
nssistance should be provideds Can it be loft to the commercial
banks to pl-y a rolc similar to that which they plcy in more
doveloped countries where they finance moetly the larger industrial
wnlertokings? The preveiling vicw is that special financial
assistone: schumes ore nccded for small industries since tho risks
invelved arc beyond what the rcgular commerciel tanking institu-
tions arc prepercd to accept. F.aticipants arc invited to discuss
ways in which such fin-noirl assistoncc can best bo orgenized. 1Is
it fcasidlc for government funds or guarantoes to be given to com
mereial benks to cncouroge their londing to smoll industries?

2. On thc other hrmd, it is nicéseary in somc onses to sct up scparato
financial institutions t¢ providc crcdit for smell industries.
Crodit schemcs ot this naturc arc often odministercd by government
departments or by special dovcelopment finoneing institutions. In
scverel Caridbboan countrics thosc cxist and it would be of value
for participents to dimecuss the'r cxpcricnce of the adequacy of these
errangoments for providing the potentirl cntroprencur with the
finance he necds to implement his project. Discussion is invited
of the different forme of »rogrammcs of finoncial assistanoce for the
seall cntorprisc. How are the roquests for financial assistance to
be sorcened? Thic requirces ccmpot'em‘. i0an adviscrs or officials
able to cvcluatc the fersibility of o projecot. It also requires
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somc 2bility or nssistrnce for potentiel cntrenrencurs to present

thcir projects for fincnei:~ in . "bankotble" form, £0 25 to b

8ocopted.

What should be the role of re¢jioncl finincing institutions such as
the Caribbean Devclopment Dank in providing finencial ~assistance

to small industries?

It is stctcd that the process of credit screening should depend on
a tcchnicel asnossment of ¢hc prospccte for the projcct as well as
on an eveluation of the cntreprencur's capebilities. This suggests
that not only thc feasibility of th- rrcjeet is in question b.fore
financial aseistonce is opproved hut also the ability of thce ontre-
prencur to carry it through,

The quostion ariscs what should the rclationship be between’ fi-
nancial assistonoe and oxtonsion wnrk or tcchnicel counseclling? 1t
is clear thet the two shoul? be linked in somc way since the pro=
vision of finance without technicrl 2ssist-noe pute in jeopardy
the success of the operation for which financing hes been given,
Can technic:l assistence be considercd o form of sccurity to cnsure
that tho finanoiel assistancc is to bc put to the use for which it
is intended and that the boneficiary will bc able to repay the
loen mrde? This is the basis of so-called "supervised oredit
schomes"”., Porticipants arc invited to disouss the qucstion whether
existing finanoing institutions crc adoquctely equipped to carry
out this rolo or whethor there is 2 nced for recorgenization and
additional stoffing. The question also arises whether the re-
oourse to techniocl assistrnce and training should be compulsory
if the ontreprenour ie to receive finanoial assistnce.

Organigational provlems mey arisc if thc finanoing institution does
not suporvise the louns itself or if it is not able to providec toch-
niocal assistanoc to torrowers. It may then be neocssary to havs
different institutione for, rcepectivody, finanocial nssistanee and
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tcchnical acvisory scrvicces. 'hen this is thc cose, how con their

activitics bte co—ordin~ted® In practice, the tcchnical advisory
scrvices are uscd not only to follow up by provid' g technical
agsist-nce to thosc granted loans, but somctimes they ore also
used to moke tcohnicnl evnluntions in the serccning of locr appli=
cations. Prceticnlly cvery incustrial projcct, whether o new
enterprisc or the cxpansion nd modcrnigation of an oxisting onc
through the introduction of ncw products or prodﬁction lines, ro-
quircs tcchnic-l cvrluntion. Such knowlcdge woulc not normally be
availeble in a finnncing institution unlese it hes special staff
for thies purposc. If such cepotilitics cdo not cxist in th¢ finane
cing institution, would it rnot bc better, rother thon hire suoh
eonsultents, to usc whotever tochniccl institution is sveilable?
In smell countrics it may be difficult to find thc technic~l capa~
bilities ncedcd to assess the project or provide tcehnical assis~
tance after it is approvec. Iiscussion is invitcc how this can be
overcome, cither through thc use of regionel technic-l scrviocs

or through thc widcr use of tcohnic~l informetion scrviccs? Or

are there othcr solutions?

In several countries it was found thet the riek involved in lending
moncy to sm~ll cntrcprencurs could ‘e recduccd through the introduo=
tion of a hirc-purchesc schemo for the supply of machinery and
oquipment. Under this gcheme the entrcpreneurs erc not actually
given moncy when they nced finnncial assistoncc; mechines end cquip-
ment are procured by "n institution according to°what is indicatoed
when the epplications orc mades The mochinery and cquipment do not
actually beoomc the property of the borrower until he has made all
thc necessary instolment paymentis. As long os thie is not donc,

tho machinery is the sceurity. vhot is the applicability of a

“ hiro-purchase systcm for machinery for smallesccle chtreprencurs

in Caribbean countrics?
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In somc countrice wher: th. totol welume of finsrcinl assistonce
connot be very l-ree, it aight Yo pr.for-ble to us. cormercicl
benking chenncls a8 much ~s possiblc, This could be done .ither
through channclling putlic funds tirocugh commcrcisl bonks or using
theee for disbursing tuc lo~r and the <cbt, (ther pessitilities
incluce using government suleidics %0 eriwble bnke %o provide loens
at lower than rormmcl intereet rrtos or to counensate the oxtr- work
involved in cxonmining rnd hoalling ero 1l irlustry lonn applicationsa,
A subsicy may -180 b¢ used to uncour g commurcicl Lrnks to recept o
higher incidonec of risk than would rnormnlly be cecopteds Yhat is
the experience with esmmorcial braks ia the Caribboecn and could

any of thcsa ncthods b. uscd to stimul- t¢ thoir groster involvement
in emnll incdustry finwncing?

Participante might wish to cdiscuse ¢ rossibilitics of using guaran=
toe schomes wherlby losns w-J. througt commreirl btonks would be
cither wholly or partinlly gurntied t.rcugh publ:c funds. This
systcn hoe proved quite succescfil in scne Buropc-a ~nt Ltin Anorie
can countrics, Is therc secopc for suarcntec schuties in the
Ceridhean?

Is thcre a role for co=opa:~tive finencing to providc amellesccle
chtreprencurs with lo~ne or with gucr-ntocs for fincnoing? Could
this b oappliocatic in the Ceribbean?

Apart from the rbovc aspcote of financinl ngsistrnec to small induse
trios, othcr points might tc discussed, esuch s thc weys in whioch
applications for credit should be handled by the imtifutioa,
whethor it should nl~y & pessive rolc and simply wait for small
industriclists to trkc ndvantage of credit progrommes or adopt a
dynemic role in promoting fin-n.ial assistence progreamcs.

The qucstion could nlpo Lo discusscd of thc nroccseing of loan
opplications “nd in what form shoul.l thc dccieion depend on publio
or semi-public committeocs? Participants might give their opinions
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= Intcgratcd Programmee of Pinnncicl Assistonec ~nd Tcohnical Adviscry Scrvioces
% Bnall Busincss, by R.J. DBoucneashwin

- 12 ~

on thc size of loans both ~3 rcgrrde thic use of miximum ~nd minimm
limitations with ~ poseill. grod-ticn of ~utnerity brsed on
amounts :pprovcc, Timc ean ~lgo be = [~ctor. [ “ny sm2ll incus-
trialists comploin of lengthy Geleys i obtrining the crodite.

How con the proccess Lo specded up?

The qucestion rleo criscs on the purpesc of fincncinl nseistance.
Many saal) industrice in small countri.s complain bitterly thet
whcreas crefit is ~viiloble for th- purchose of fixed ~sscts, there
are no such frcilitics for cesistrnee with working capitol. ¥What
schomces could be developed to overcome thie difficulty?

Lattcrly some doveloping countrice hve found th-t fincneial
assist-ncc in the form of locae to intreproncurs is in~dequnte
cither becruse thcre are too fow cntreprencurs with any corpitel or
beeauec thore is too littlc control over the project after the
loon ie givene They h-ve thorcfore rroves. ¢ now echumes of
"oequity fin~ncing™® of em:11 incustrics which involv.a the prrticie
petion of 2 divelooment corporation in the o uity z nitel ir porée
ncrship with the privete (ntr rorcur. In countrices at ~ very
carly stoge of incustricl devolopmunt such .8 Swazil nd and
Botswann in Afric, devilepment corporcticne hnve Yeen cstadblished
thoat sct up sm~1l plonts dircetly ~nd thon lcase thom to posential
entrcprencurs,  The l1tter moy buy the cnterpricc or workshop which
he hrs beon leasing over © pericl on cosy terms aftcr he hig shown
that hce is cblc to opurs te the facilitics succccsfully. If not,
the eorporction changie the tunant lcceing the caterprise. Could
such aystuns be suoccssful in the Coridbenn islands?
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Item 6. in tional go-opcrntion
Jooal and intcrnetionnl co-oper~tion in the ficld of smellescole indus

1.

The Caridbean is an area with diffcrent groupings for rogionel
integration. The smcllniss of somc of the islands and territories
aakos somc forms of cconomic co-operction and integration vital
and in recent ycrrs considerabdble progrcss has been made within the
Caridbtean Community (formcrly the Caribbocn Pree Trade Areca),
which brings togcther 211 the countrics of the English—-speaking
Caridbcan area. Also the ECON, or Enstern Cariddocnm Commonm Market,
has deon erocated, which incluccs the small islands of the Eastorn
Caridbbecn. Both of these groups will play an importent role in
the coonomic devclopment of their difforent member torritories.

The question doservos disoussion e to whother thare is scope for
promotion of smell-scalc industrics through rcgional co-operction.
Pertiocipants might likeo to recount their own cxpericnece and
opinions on regioncl co—operction in cssisting small iacustry
developmont. The Ceriddenn Dovelopment Denk alrendy operetes a
Sanll Businoss Loans Scrvicc and it would bc cxtromely relogant to
hotr moro of its expericnoo and some cvaluaticn of the operation
of tho progremme. The Caridbcan Rescorch Institute (CARIRI),
oontred in Trinidad, has tricd to promote some rcscarch dovelops
ment notivities for tho wholc Cariddoan although concentreting da
the first phase on Trinidrd, Is thero more scope for handling
these probloms of providing tochnicel sdvice on 2 rogioncl besis
through rogional institutions? A projcot for o mmt and
indus trial promotion sorvice for the wholc Caribboan arca is being
plennod on a regionnl basis. How can this Yo cffootive in assie=
ting small entroprencurs?

3. Both tho Caridboan Commumity and tho Bastern Caridbean Common Mar-

kct have boon involved in pre~focsidility studios for new induse
tries, in somc cascs of a regionnl or sub-rcgionzl sharrotor.
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- The Boonomics of the Smellcr Crribbeen Islands and the Perwpecsive for ha |

Devellopment of Sioll-socle Industry, by Carleen O'Loughlin
- UNIDO Projoot in thc Smell-sccle Incdusiry Fielc in the Caribbcan Area

-1 -

Howcvcr, in som. ciscs 1l.o@er cntornriscs for singlc islends have
becn or &rc teing studict. Is ticre scepe ~lso for these regional
or sub-rcgionzl org niz~tions to m-kc stucice on pctentizl smnll
industrics or incustricl cstote projccts for groups of smell

entorpriscs?

80 f-r, intcrnntion:l tcchniol co-op.r-tion, particulorly thot
from UNIDO, in th. smcll in‘ustry ficld hie mainly becn confincd
to thc larger islonds:  Trimided, Jamnien ~nd Barbndos. ‘Thet is
tho scope for further technicol ~saistoncc from UNIDO in the smell
incustry ficld? Would it be possiblc to devclop projocts of &
rogioncl nnturc, wherc somc t.chnicel rdvieory scrvices woudd be
given through cxperte locntod in onc ccntrc but nvailable for
travcl throughout the smcll islencs? Is, in fact, the idea of
gomc rcgional tcchnical scrvice feasitle, rnc how could it bo
doveloped with internctionsl tcchniccl asgsistanoc? Peorticipants
might wish ~lso to ciscues projcots th~t would combinc financing
through intcrnational or rcgion-l financicl institutions, such

as thc Internaticnsl Bank for Roconstructicn ~nd Dcvclcoment, the
Inter ‘merican Developmc-t Bank and thc Ceridbean Devilopaent Bank,
ané tcchnicrl co-operation proj.cts of the ypc that UNIDO
might cesist.







