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INTRCDUCTION

Te In the past twenty to twemty-five years, it 1= in the relatively
advanced among the developing countries that the mair efforts to promote
small-soale incustry have been undertaken, In nearly all these countries,
vhe promotior of this sector is ar important polioy objective and various
institutions and facilities, systems of financing, incentives and rnumerous
measures of assistanoe have been devised to that end, In order to guide
and strengthen their own efforts, the Governments of many of these
countries have requested and obtained technical assistance from all
sources — intemational, multilateral and bilateral. Thus most of the
experience on policies and measures for the promotion of small-scale
industry has been gained by govermments and foreign aid agencies in
countries where the industrial stiucture, including the small industry
sector, was relatively developed,

2 It is only in recent years that the governments of the less and
least developed countries have recognized the importance of the role
that small-scale industry could play in their industrialization
programmes and have turned to foreign aid donors for assistance in this
areas Although comparatively recemt, the small industry development
programmes of' both governments of the less developed countries and
international organizations - espacially the United Natione Industrial
Development Organization (UNIDO) - are taking momentum. Over the period
1972-1976, technical assistance operations in the field of small-scale
industry are programmed to account, in money terms, for more than

23 per ocent of the total number of industrial operations scheduled by
URIDO in Africa (36,7 million out of $37.3 million). That region in-
oludes 16 of the 25 countries listed by the United Nations as the least
developed among the developing countries, y UNIDO carries out

3 The 25 least developed countries are:

#_g%%u Te Botswana 2, Burundi 3. Chad 4. Dahomey 5. Ethiopia 6, Guinea
o« Lesotho 8, Mali 9, Malawi 10, Niger 11, Rwanda 12, Somalia 13, Sudan
14 Uganda 15. United Republic of Tanzania 16, Upper Volta

%#a and Oceania: 17. Afghanistan 18, Bhutan 19. Laos 20, Maldives
+ Nepa. . im 23, Westerm Samoa

»
ddle t3: 24, Yemen Arab Republic
tin oas 25, Haiti




operations in the field of small-scale industry in 13 of the 16 least
developed countries cf Africa, and in many cf the other countries of that
region which, by any standard, are at early stages of industrialization,
even though they dc not moet the criteria adopted by the United Nations for
the purposes of this classif‘ication; UNIDO also gives assistance in that
field to the only country of the Middle Zast and the only country of

Latin America appearing on the list, ™o operationz in small industry
development are conducted at this time in the least developed countries of
Asia and Oceania. JAbout ¥we years &go, special programmes for the least
developed count ries, including special financing provisions, have been
established by different organizations of the United Vations family, in-
cluding UNIDO,

30 In the more advanced courtries, UNIDO operations in the field of
small~-scale industry rank second in order of importance, Overall, in the
period 1972-1976, small-scale industry accounts for 18,2 millior out of a
total of %$12447 million programmed for UNIDC technical assistance operations,
lees 1446 per cent, dssistance in the field cof smll-scale industry is,
over that period, the largest single operational programme of UNIDO as a

whole,

4, Undoubtedly, the fact that rational development programmes and
technical assistance activit ies have for so long concentrated or the
problems of the relatively advanced countries has to scme extent dist orted
the approach to small industry development in the less and least developed
countries, It is not always realized that the conditions of non-industrial
coun}ﬂes call for policies and measures different in many respects from
those which proved to be successful in the relatively advanced countries,
Misconceptions due to reliance on irrelevant experience are evidenced on
the part of government officials, technical assistance experts and even
officials of internatioral and other foreign aid and financial agencies,

For instance, extension cent res with an elaborate organizational st ructure and
networks of industrial estates pattermed on those established in the relati-
vely more advanced countries have been recommended - though not get up - in
countries where such facilities would be unsuitabie or at least premature,

The same is true of certain proposals for intricate credit schemes, speeial
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measures to pro...te subcontracting, the setting up of special institutions for
financing, marketing, $echnological research, training and so on. Requests
for certain types of technical or financial assistance, for instance for the
establishment of industriel estates in less developed'countries, have been
shelved or turned down by officials of certain foryign aid organizations on
the grounds that prospective entrepreneurs have not been identified prior to
constructing the estates, Such a criterion, which is valid in an advanced
country, ignores the fact tha*, in a less developed count ry where no modern
indigenous industry exists, the industrial estate, in the early stages, is
more a means of stimulating entrepreneurial initiatives than of gatisfying a
demonstrated demand for factory accommodation. Many examples could be given
of failures in technical assistance operations due not only to the well-known
inability of experts or officials to adapt institutional systems, technologies
and development measures successful in the industrial countries to the con-
ditione of the developing ~ountries but also to their inability to adapt systems
effective in the relatively advanced among the developing countries to the

conditions of the least developed ones.

5e The purpose of this paper is tec outline in an admittedly summary and
simplified way the main lines of the small industry development strategies
which might be adopted by, respectively, the more advanced among the de-
veloping countries and the less or least developcd ones, The presentation is
intentionally summary so as to provide a panoramic view nf the subject without
entering into detailed descriptions and discussions. The suggested models
are simplified since the differences in the level of development of countries
of the "third world" are not as sha:p as those assumed here and since ex-
ceptions to the strategies proposed in the paper are found in actual practice
in certain ocuntries - hether for good reasons or not. NMevertheless, it is
felt that the main orientations proposed here would be generally valid in the
developing countries which are, on the one hand, at the earliest stages of
development and, on the other hand, at the threshold of rapid and self-sustained
industrial growth. The paper reviews, successively, the over—all objectives
of small industry development policies and the promotion measures which might

be suitable in these two groups of oountries.




I.  DEVELOPMENT FCLICIES

Less and least d_eyelbped_oountx_'ies

6o The promotion of small-scale industry in the least developed
countries is confronted by many difficulties: the dearth of petential
entrepreneurs; the inadequucy or lack of physical infrastructure, exceptl
in a few urban Centres; the shortage of financial resources; the narrow-
ness of markets; the lack of certain raw materials; the low educational
level of a large part of the pepulation; the adherence to traditional
weys of life; the inexperience of certain government officials; and other
obstacles which hamper not only the émergence of entreprencurs bat also the
promotional action on their behalf, ¥ot all these obstacles are insurmount~
able, but it is certain that, in view of their strength ard persistence,
lengthyand concentrated efforts o overcome them will be required on the

part of both national authorities and fereign aid organizations,

Te 4s a rule, the industrial structure of these countries consists of a
small number of large-scale or m=dium-gized irdustrics owred and managed by
foreigners, expatriates or the Governmert - not inf‘requent]y in the form
of mixed-econonr,' companizs; and of » sometimes large but usually diffuse
and all toc often primitive sector of artisan, handicrart and cottage-
industry undertakings operated by indigenous craftsmer, In betwcen, there
is hardly any middle class of small but modern industries owned and managed

by indigencus entrepreneurs.

8. In these countries, the main ohjective of g policy for the promotion
of small-gcale industry should be to stimlate tie emergence of national,
indigenous industrial enterprises, This policy would not be merely aimed

at achieving economic gouls; it would also, and to » large extent, be

lation in activities of vital import to the development of the country -
in the case under consideration, the development of industry, Where no

modern "national” industry has cver been set up, where Nno industrial

tradition has ever been maintained, where technical ang managerial knowladge
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and experience are rerc or almost inexistent, this is one of the most diffi-
oult and challenging endeavours for both government and foreign axperts,
Their main task is to set up, on a modest scale to begir with, some govern-
ment machinery and some facilities whereby the first enterprises would be
set up and then supported., Their expectation is that, after a demonstration
has been made - and this may tuke quite & long time - of what has been
achieved with government assistance and usually with foreign technical
co—-operation, the interest of nationals in setting up industries will grow

to the point that entreprencurial initiatives develop spontaneously.

9. It is in the main urban centres that this demonstration can be
achleved most effectively, because this is where the "external economies"
- financial sources, trained manpower, market, transport and communications
centres - are prasent and where, therefore, the chances of success of
industrial enterprises are the greatest., In the early stages, therefore,
small-scale industries should be mainly promoted in the metropolitan
centres of the least developed ccuntries. In actual practice, however, not
all the less developed countries follow such ~ policy, In some of ¢hem,
the government endeavours to promcte small industrios mainly in selected
rural areas which nffer the minirmum facilities required for industrial
activities: power, water, raw materials, roads ani market. The experience
galned so far is that the few enterprises set up in such areas are more
artisan undertakings than modern manufacturing concerns and that their
effect on local - let alone national - development remains extremely

limited-

10  What to do about the handicraft ard artisan sector in the least
developed countries is a difficult issue. Clearly, there is little point in
promoting artisan undertakings which are or will be unable to sustain the
oompetition of imports or of modem industries, existing or proposed. The
shortage of human and financial resources of national promotion institutions
and of foreign technical assistance organizations makes 1t imperative to
adopt a selective approach. Artisan activities having proepeots for
development should be identified, though not all of these could be assisted.
In the least developed countries where handicraft items with artistic




merits arc produced, the promoticn of this sector m.y be given a high

priority, Efforis to ircrease the salaeg o, these items on both the tourist
ana foreign markets Ty be of swwon greater impcrtance than action to

improve the deeign and $ac quality of the products.

e There arc pnt rany artisan aclivities that lend themselves to
transformation inio modern manufac’ uring in the same lire of business:

fur Jture makirg, ceramics, roady-.ande g2rments arc among the faw which can
be 50 trargformeq, Assisiance to wnmen ariisans in introducing some modern
machines, ir | raining their Tannewer. ana in expanding their output to the

point that they preduce for stock rather than on order, would be Justified,

12¢ In general, artisang e reluctant, for phychological, sociclogical
and other reascns, to shift to activities different from their nwWn,

whether ag entroproneurs ~r hirad workers, Nevertheless, some of them

may have leaderahip amq menagement abilities ang may constitute one of the
sources of entrepreneurship ir industry op Seérvices, Sieering artisans
belonging to subsectors "doomedqn by existing or Prospective industries using
more advanced technologies towards certuin Service activities might ofien

be more effantive than orienting then towards irdustry, Promising servicas
include repair or automobiles and agricyl tural machinery, servicing of
houselolad apnliances, pPlumbing, elecctrical insballa‘tion, ete,
Switching to residentigl building :s arother pPoseibility, The undertaking
of most of these activities requires re-training, the difficulties of which

should not be mdez\-estima.ted..

More developed countries

3¢ In the relatively advanced countries, therec is usually an
established, through frequently weak ang sometimes inefficient small
industry sector, and = major objective of development policies is to
modernize, expand , diversify or; on the contrary, specialize, the existing
enterprises, JAssistance concentrates cr the imorovement of productivity
and product quality and the lowering of production costs, the rationali-~
zation of management and the expansion of sales op the domestic and foreign
markets,
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14, In these countries, the promotion of new ent repreneurship is

usually aimed either at diversifyirg the industrial structure or at
remedying regional imbalance through industrial decentralization, or both,
In every country, even in the highly intustrialized ones, there are rela-
tively under-developed provincial areas and it is widely recognized that,
because their requirements ir terms of mat erials, power, labour and markets
are less stringent than thecse of larger enterprises, small-scale industries
may effectively contribute t: the industrialization of tiiese areas. Small
industry promotion will, as a rule, be concentrated in provincial towns
having a potential for industrial development; in some villages in rural
areas, some agro-industries, mainly those using heavy or perishable raw
materials, may be located.

15«  Another imporiant objective of small industry development policies
in the relatively advanced countries is, or should be, to bring about a
better integration of the tndustrial structure by promoting subcontraoting
among large-scale and small-scale industries, While there is some soope
in the less developed countries for the production by small-scale
industries of simple parts and components for larger undertakings, it is
essentially in the relatively advanced economies that subcontracting oan
and should take an appreciable development.,




IT. BASIC MEASURES OF PROMOTION

16s 1In any economy, developed or under-developed, the promotion of
smell-scale industry is undertaken b, govemment-sponaored institutions,
frequently referred to &8 industrial extension centres, The reason for
the intervention of the government is that small-scale industries are
usually too weak, too poor, too uninformed and too scattered to be able

to help themselves, cither individually or collectively, If the
government does not agsist them, robody else would do ite As will be seen
later on, there is some 8COpe, mainly in the relatively advanced countries,
for self-helg through groupings, co-operatives and associations, But
self-help, even where it is possible, will normally complement and not

replace government-sponsored assistarnce,

17. Most small-scale industrial enterprises have three basic needs?
financing, either for investment ir fixed assete at the time of
establishment, or for modernization and working capital requirements during
operation; assistance in technology, management and marketing: and
industrial premises. These nceds should be met by appropriate institu-
tions and suitable measuress In addition, scme spccial incentives may need
to be provided, either to stimulate ent reprencurship, to offset the dis-
advantages of smallness, or to induce growth, These measures and incentives
should take diffarent forms op should be applied in different ways in
countries at different levels of dev lopment,

F'ina.noigg

18,  In the less or least developed countries, financing will need %o be
provided to small-scale industries Predominantly by government credit

institutions., It is unlikely that commercial barnks, which, in all
countries, are usually reluctant to lend to the smaller enterprises, oould
be relied upon to any appreciable extent to sustain them financially in

the oonditions prevailirg in the less developed countries, Moreover,

the oconditions imposed by commercial banks as regards collateral, interest
rate, terms for repayment, default Frocedures and so on are usually severe,
The £iaanoing of small-soale indust ries must necessarily be given at 1liberel
conditions,

T e ot . QRS TR e ohe D S




19 Mest financing operations for small industries in the less developed
countries will need to take the form of "supervised credit", under which
the banking institution, the extension centre or both evaluatc the need
for funds, assist in preparing the application for credit, and supervise
the use of funds, Thus, under supervised credit schemes, technical
assirtance is closely linked to financial assistance, In a less developed
country, the new cntreproneur will invariably be a borrower and one of

the first tasks of the extension centre will be to assist him in obtaining
his firanocings For this reason, extension service arnd financing might well
be, in such a country, the combined function of & single promotion
institution, though, in the long run, as development gains momentum, the
two furctions - and the institutions ~ will need to be dissociated, though
they will remain related,

20¢ One of the forms of supervised credit is the hireepurchase scheme,
whereby machinery is provided to the industrialist on the instalment plan
rather than money, Under this system, the machinery is the collateral,
which solves one of the main difficulties of the financing of small-scale
industries. Hire-purchase mey be applied in a less developed country;

in view of the relatively amall rnumber of industries to be set up in the
initial stages, no elaborate institutional arrangements would be required

for the operation of the scheme, as would be the case in a more developed

eoonomy,

21¢ A form of financial assistance which is particularly suitable for the
lers or least developed countries is financing under a guarantee and equity
particpation fund, Under this system, a temporery equity participation is
taken b, the fund in the industrial enterprise, which meets a part of the
enterprise's immediate needs for investment and enables it to borrow more
from other oredit institutions, The entrepreneur is under the obligation

to reimburse the amount of the eqruity subscribed by the fund in a given period
of time, at the end of whioch ..c becomes the sole owner of the enterprise,

22, In the least developed ocountries, the obstacles to the finanoing of
small-soale industries are not raised merely by the risks involved, the
ocollateral requirements, the unprofitability of the banking operation and
80 on, which limit suoh credit everywhere. There may also be a shortage of
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financial resources for lending, Ir some casesy Intermational and
bilateral forelgn ald sources have channclled funds to national banking
institutions for loans to small-scale industries, There are limits,
howaver, to the number of countries ~hich might benefit “rom such
assistance and to the amounts nf funds which might be put at their
dispcsals Recourse to furding by the government of the country would be
indicated in most casess This would evidertly involve a diversion of
scarce resources fron other, ¢qually urgent, nceds, In the last analysis,
the provision of resources for small industry devi:lopment, whether for
lending, for setting up and maning iretitutions, for building industrial
estates or for other purposes, will deperd upon the awareness by govern-
ments of the importance and relative priority of this objective and of the
means required for achieving 1t,

23,  In the relatively advanced gountries, the same forms of financing
will be needed , especially for credit to small-scale industries located

or to be set up in the relatively less developed recions of these
countries, In thage countries, too, a large part of the finanecing will
need to be given by public Institutions,

24, However, there is also 300pe, in these countrics, for obtaining
the participation of private commercial banks in the finercing of
small-scale Industry, To the ext ent that the risk to the bank represents
a major obstacle, thig may be allovirtad through a system of credit
guarantee or insurance which could climinete or minimiz. *ventual losses
for the bank. Arother possibility, in these countries, is to Promote
Co-operative financing,

Extension services

25« In a less or least developed count first priority should be
glven to the establishment or strengthening of an industrial extension
oentre, In such a country, the centre's main task would be to stimlate
and assist the establishment of new small-gcale industriea; it would

provide ocounselling and training in technology, management and marketing
after they are set upe The centre would normally be logated in a large
oity where prospects of development are the most favourable,
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26. The centre should be able to provide rational orientation to
prospective entrepreneurs on the irductries to be cet up, on the basis of

fearidbility and pro-investment studies. In general, the centre should

seek out entrepreneurs ratlier than wait until they soiicit its servizes.
Once identified, entreprencura should ba yiven aesirtincae at cvery step
lealing to the esiablishment and operation o:i' their rniunstzy financing
she i be facilitated; land nnd fectery requireneris should be aiscertained
¢a¢ acsistance given in accuiring them: helv gho.:ld b provided in selec-
ting, proouring, installing, cperating, maintaining ari repairirg mechinery
and equipment; in hiring and training labcur,; in obtaining raw materials,
ir. maraging the enterprise. in maiketing the prciucts, and a0 on.

"7e In other words . e -~'reprencur chould b¢ au ded and assisted in

praciicel .y all arpects of an aciivity ent: ic.y new o hime Theo Tact
tha. this activity is also new to those who would ascist him consiitutes
a vicious cirele which cnin Ye brokan. oaly through foreigr. :echnical
acsistance and training. or-.he-job as well as ovcrseas; of the nationul

trainars. The lack of qualificatione ard experi:nre of nationals makecs it

exceedingly difficult to rvecruit competent nrofassional ~ounterperts. In
sue countries, thes: are no! recruited av .11 and ertension centres are
operated by foreign experis i_scharging, de Tacto, ~xecutlve responcibilitien
and having no one to train -- & siiuation which runs counter {0 the basic
purpose of technical co—operation. FElsewhere, zounterparis are appcinted
but some may be inadequaiely cualifizd, othars reviire a very lorg pariod
of apprenticeship, others. 'van af‘er havirg heen ira’n:d, aic transferred
‘o different public servics Hosts, In tue leas. devlcuod countriss, these
»roblems are nractically uravoidahle., They can however be corrected, but
ihis will take a considerabie tine, micn paticnce and even abr.ogation on
the part of the givers of «id and, above all, un uuiderstanding attitude

on the part of the govermment which would lecad it ‘o support effectively,
through the provision of adequate human and financiel resources, the
building up of a national ¢utre uimed at assisting national enterprises,

28,  Once established, the small indus’rial’ast shculd get close coun—
selling and even tactfully conducted supervision ci his operations,
as long as needed. There is moch evidence that, if an untrepreneur has




- 12 -

the right qualities of leadership, intelligence and business acumen, he
will, even if illiterate or uneducated, forgo the need for various
forms of assistance in a reasonable period of time; a bom entrepreneur
will, in fact, strive to be as self-supporting as he can, as rapidly as
Possible, But thig will not be achieved unless competent assistance
and treining in technology, management and marketing are made available
to him, Initially, the techniques to be imparted will be simple:

the technological problems of operating a few machines and prooessing
& few types of raw materials should be easily assimilated; training

in management will, in the beginning, concentrate on basic bookkeeping
and cost aocounting; and asseistance in marketing will censist in
inoulcating basic principles of design, packaging and sales promoticn,
These efforts should be complemented by vocational training, including
both skill formation and upgrading, especially geared to the needs of
the small-soale industries to be created,

29. In the relatively advanced countries, extension servioes will,as a rmile
be more concerned with the modemization ang expansion of existing industries
than with the creation of new ones, at any rate in locations where small-
scale imdustries are already concentrateds In such areas, a spcntaneous

eontrol, quality oontrol at different stages of processing, management
accounting, product development, advertisipg. export promotion, facili-
tation of subcontraoting and so on.

31, On the other hand, in the areas of these countries where relatively
1ittle, or no industry exists, that is, in provincial towns and rural

areas, extension services would be basically of the Bame nature as thoge
which should be adopted in the less or least developed ccuntries, ~he
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strangers induoed to locate in such areas. In a large country, this may
require the establishment of one or several regional extension centres
ard sometimes even of sub-centress To work affectively, the centres
should be autonomous, though they should be able to obtain the
co-operetion of the main oentre and of other organizations, as required,

Industrial estates and _areas
32, It is the unanimous opinion of UNIDO project menagers and experts

serving in the least developed countries that industrial estates are,
together with financing facilities and extension services, a major tool

for the creation of indigenous smell-scale 1ndustrie§. The provision of
standard factories on rent (subsidized if need be) or on hire-purchase
is a mejor incentive to entrepreneurship since it reduces drastically the

amount of capital for land and building needed to set up an industrial under-

takings The fact that industries are locatel on a common site mekes it
economic to set up common service facilities and to provide systematic and
continuous technical counuelling and trainigg to the occupants,

33¢ 1In a less or least developed country, the first industrial estate
will be small and simple. The first standard factories will be fow and
small, their initial number and size depending on the prospects of
development in a given period of time. "Nursery"-type worksheds would
be useful in many cases, The estates should be so designed as to allow
enterprises to grow and new factories to be set upe

34, Even a "mini-estate" will necessarily represent for the developers
& sizable investment in land, infrastructure and factory and other
buildings. Governments and intermational and bilateral donors of aid
should realise that, especially in a poor country, an industrial estate
1s one of the most powerful means of overcoming deep-rooted obstacles

to indigenous entrepreneurship and of inducing, as rapidly as possible,

& spontaneous industrialization trend. It is the "pump-priming" and
"demonstretion" effect expeoted of the first industrial estate or
estates that provides the justification for investment in such a facility.
Keedless to say, an estate will not achieve this unless it proves to be
sucoessful, that is, if it is rapidly ocoupied by viable enterprises with
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a satisfactory level of procuctivity, And thec preconditions of succesa ara
that the location of the estate be correct ly sclected, that the development
pProsp :cts of industries be accurately determired, that able ent repreneurs
be identified, ang that financing ang competent technical assistance be
available, In o less or least devcloped sountry or region, the Buccess

of an industrin] estate will irvariably boe more the result of accurate
planning ani Projections than of the measurement of an effective demand
for factory accommodation,

35.  Thus, in such a country or region, the limitation of financiel
resources and of industrialization prospects will call for a modest be-
ginning in developing an industria) estates  Aftor the first rows of
standard factories are occupied, and if resources do not permit the
construction of further "advancen factories, inlividual buildings mi ght
be erected for identified entrepreneurs, Individual buildings might
also be constructed op financed for industrialists locatingoutside of the
industrial estate, whether in the seme or in anothcr city, The main
conclusion to be derived from the Preceding discussion is that, to be
effective, a Programme of development of small-secale industries in a
least developad country shouli include, as a pricrity measure, the
provision of industrial premises at libepq) conditions, In the long

run, however, aftep the "pump hag been primed” and the "lemonstration”
effect achieved, legs eXpeneive woys of pProviding physical accommodation
than the industrial estate, such ag industrial areas offering only
improved s8ites, and construction crodit, will be resort:d to,

36  In the relativg}y_i,dva.nced countries, the industrial estate with
standard factories ang common service facilities will be used in the
same way as in the legs developed countries to nromote industrialization
in decentralized locations, Here too, the indust rial estate should be

closely supported by extcnsion services and f‘ina.ncing.
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II1I. OTYER | FASURES OF PPOMOTION

39, There is evidence that, in the less or least developed countries,

the basic methods of promction - credit, extension services and the
conventional methods of technical Co-operation - expert missions, fellow-

ships and training programmes - may not be sufficient to overcome the

B e e

congiderable difficulties nf creating the firgt indisenocus industrial
enterprises. UWhat ig needed is to po beyond the provision of factory

shells, and of counselling and training, and to help in setting up the

N AR

first productive facilities tiemselves, QTMagovernment, foreign aid
donors or both might construct a few demonstration nlants, including
machinery and equipment, spare parts, raw materials, working capital and
labour, and start production under public sponsorship. A national

factory manager might first be hired and, should he evidence entre-
preneurial abi’ities and have gome morey of his owr, might eventually

- though as snon ag possible -~ become thie owner of the enterprise, under a

1iberal financing scheme., & project of this type would be expected to have

N B S e b

a demonstration effect influencing further industrial development, The
possitility of engaging in such projects is contemplated by the Canital
Development und of the WNDP. If, as may well be the case in a least

developed country, the industrial extension centre is at the same time a
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financial institution, it might construct and operate, in the early stages,

the "turn-key" plant.

40, Another measure of this tvpe -ould be to encourage partnerships
among industrial enterprises in developed countries and small-scale to
medium-sized industries in the least developed countries. The tvpes of
vartnershins may range from supply of machinery at liberal conditions and
provision of techniciang for initial training to joint ventures involving
equity participation and co-management. UNIDO hag initiated, on 2 mocest

scale, a programme of this type for the less and least developed countries

of Africa.
41, What may also be needed, in the least developed countries, is to
; provide, in addition to experts with advisory functions, some admini..

strative, managerial and technical personnel with executive responsibilities.,




gervices of civil Bervantsg,

42, Other measures would include exemption of imnorted machinery from
customs duties and gome scheme whercby gevernmont purchases would give
pTer'erence to small industry products in vublic bidding. The impact of
the latter meagure is, however, likely to be very limited in a legs

developed country,

43. In the relatively advanced countries, on the other hand, a govern-

ment stores procurement Sys~.em might have a consideratle effect on the
development of small industries, Ly ensuring a market fer their products
and inducing them to improve thcir production o as to meet the quality

and other requircements specified for tendering,

44. Another measure naving a tearing on the markct position of small-
scale industries ig to promotec subcontracting between large and small
irdustries, in particular through the operation of 2 subcontracting
exchange, Subcontracting, like government purchesing, calls, on the part
of the small industrial ¢nterprise, for high quality £tandards, adherence
to specifications ang timely delivery, all of which requirces improvement

in management ang manufacturing and, as a rulc, ussistance ty the extengion

ocentre,

45, Another mcesure of greater importancc in the rclatively developed
countries than in the less advanccd ones is cxport promotion. Thig calls
for verious institutional, cgal and other measurces, including, among
cther things, market surveys, quality cortification, regearch in design,

and participation in fairs and exhibitionsg, é

46. As part of an industrial decentralization Programme, a system of
differcntial incentives €iving higher advantages to industries locating in
provincial arcag might be devised, The diffcrentialg - which, in mogt

ceses, involve subsidicg - might releate te rznt of factory Luildings,

electricity rates, freight ratcs, pricc of certain raw materials, tax




oonoessions and g0 on,

47. The Precoding disousgjon
role of the government in the pr
in relatively advanoed oountrieg

has doalt almost excluaively with the
omotion of

small-goale industry, whether
Or in the less developed ones. Some

in partioulayr
There are other
have developed little but which
relatively advanoed oountries,

form of O0~operatives, in
forms of self-help whioh,

until now,
deserve

to be éncouraged in the
chambers of oommeroce and indugtr
tioular thoge érouping small-goa
role in the Promotion of that
and ressarch, raoilitating
extonsion servioes,

play an inoroasing
seotor, ¢.g. in undertaking market
-ubcontuoting and even

It is & fact, however, that
reluoctant ¢o undertake Promotional activitios and prefer to limit themselves
to thaeir traditiona) funotions of representation anq defense of the interests
of their members., Some 8peoial inoentives might be given by the €overmment

surveys
Providing certain
such assooiationg are

tries, &d hoo groups of small induge
set up for oarrying out Speoial programmes: for 1n|tanoo,
&n export promotjion or domestic marketing drive, with Joint exhibi tiong
and &dvertising; a teohnologioal research

vioes for the group (proourement, sale,
utilintion, speoial training pr
uwp of mutual €Marantee

study; provision of ocommon ger-

logal counselling, ocomputer

ogrammes, teohnioal oonsultationg, setting

for financing) eto., There is oertainly

among the more effioient mmall-goale indug-
oountries.

sooietiecs
8cope for guch sclf-help aotion

tries in the relatively advanoed

CONCLUDING REMARKS
49. The Preceding digoug
vhatever ity level of devel
and that the main formg
the Eovermment,

sion indiocateg that,

in any developing oountry,
opmcnt, smallegcale

industry needs assistance
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50, Government support should ic the greatcst where the needs for

help are the most acutc. This will be the casc: in non—industrial

countries; in non-metropolitan arcas of rclatively advanced countries;
in newly-set up enterpriscs. Paradoxically, it is in thcsc arcas that, in
most countries, both developed and under—developed, assistance is lagging,
mainly becausc it is nuch morc difficult to provide assigtance for such

purposes than for othcrs which ore easicr to r-ach,

51. As the carly nccde of an cnterprisec arc met and it becomes stronger
and lcss vulnerablc, assistanc. should normally cecliic as thc industria~
list becomes increasingly able to help himself. Yo gmall industrialist,
howevor, will cver be entirely sclf-sufficicnt. e will depend on the
good will of financial institutions for his credit, on that of large
industries for subcontracting work ~rd on thet of wholeselers and other
merchants for his procurcment and his sales. Yet as ho rcaches proe
ficiency in hisg ficld, his Lergaining power will increase and his ability
to borrow, to contract, to buy and to scll will be strengthened, So

will his ability to modernize, to diversify, or to cxpand. If he

cannot become cntircly sclf-sufficicnt, ho mey become largely sclfe
supporting and sclf-dctcrmined, This is the meaning of sclf-help at

the level of the cntrepreneur,

52, Thus, rapid achicvement of sclf-help is o major objcctive of help
and as sclf-help ircreases, hclp may and should declinc, There are many
ways of gradating a programme of assistancc from maximum suppert to minje
mum; subsidies may he craduelly cimirishod and then withdrawn; construction
of standard factory buildings on an industrial estate may be slowed down
and then discontinucd; cxtension scrvices and troining m.y be reduced, in
time and scope, for bincficiarics gble to forgo this help: payment may,

at some point, be requcsted for scrvices until then provided frec of
charge; cfficicnt industrialists may be dirccted towards commercial banks
for their financing: and, at the limit, industrics outgrowing the ceiling
of the official definition - which identifice those who arc in need of, and

are ontitled to, special mcasures of promotion and assistence ~ would nor-

mally no longer be in necd of 8uch support and would loge their rights to it.
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In the relatively acdvanced countrics, thc loss of Privileges ot the cut—off
point would he strictly observed, In the lesy developed countrics, the
need for assiztance might subeist even on the part of industrics having
grown from smell to modium size and help should te given to 2ll thosc who

require it, subject to the capacity of the extension centre to do so,

53. The reduction in government assistonce would affcet those ontore
prises which makec progress.  Therc would, however, be no decline in the
over-all volumc of agsistrncc. On the contrary, this would bc expected
to increcasc as new enterpriscs arc coming up ir diffcrent pcrts of the
country. There should therofore Lo a constent strengthening of the
extension centre and of the financing facilitics if a cumulative indus-

trialization proccss is to t¢ sustaincd.

54. As small-gealc industrics devclop in the main urben centres, a
diversion of extcnsion scrvices towards the provincial areas becomcs
possible. In some rclatively advinced countrics, it ic a government policy
to discourage the establishment of new industries, including smallescale
industries, in thc mctropoliten contres, This, however, should rot pre-
clude the grenting of ascistance to incustrics established in such lo-
cations, ag is regrettably the casc in o fow countrics, In the last
analysis, thc promotion of smell-scale industry has only two basic
objectives: crcating new industrics ang upgrading existing ones. While
different wcights may be attached to cach of thusc objectives, nonc of them
should oblitcrate the other.

55. There is another m.-ning to sclf-hclp., It is also the action
collectively undcrteken by groups, associationg and co--operativcs of
small-scale industrics., As government assistance sprceds, so should the
action of such groupings, As already mentioned, collective self-hclp

will not replacc government-sponsorcd assistance - it would only complement

it The difficulties of achieving this ere howcver sizable,

56. Smallness nced not be synonymous with wcakness or handicap. It
has advantages as well as disadvanteges ~nd meny of the latter oan be
corrected. Some industries, which begin emall, mry grow in the course

of timec. Others mey rumain small and rcap advantrges from their size.




In any cconomy, therc is scope for » belanced and cven an integrated
industrial structurc including indcpendent, inter-trading and inter-
gervicing industries of all typcs end sizes locatcd in =11 parts of the
country wherc basic requircments ar. fulfillcd. Thoere nre some common
sensc principles to guide promotion action in countrics or crecs nt
diffcrent levels of development and in respcct of cnterprises which are

at uncven stagcs of development - ncw--born or long=-establishcd, wenk or

strong, having or not having rotcntial for growth, having poor or good

prospccts for the futwre. But no principle will lecad to ~ction unless some
machinery ie sct up, funds are allocated, and pcoplc - help-givers and
help-receivers ~ arc trained and cducated and arc willing and cager

to better their lot and at thc same timc to contributc to the development

of their country.
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