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commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

0698 -

Umited Nations Industrial Deveiopment Organization

LT pa i rmma Oarp

Trierryo s e Develoring antrieg

D Y svember 177

T ONMAT T AT MOOTIIME. SCAT TV PRY
1/

SOURT Ny ow

T'DOARTNOTNA OURTYNS MR AT YHARS

leopol o Mayer *

Ininstrial consultant to COPYMS, Corporation for the Development of

the Medium and Small-Scale Fnterprise, Argontina.

"he views and opinioi 3 expressed in this paper are those of the anthor

ant {o not necessarily reflect the views of tne Secretariat of UNIDO,
"his document has been reproduced without formal editing,




—

S

~

, -
We regret that some of the pages in the micrafiche |
copy of this report may not be up to the proper/
legibyjity"standards even though the best possible
copy was used for preparing the maste;r fiche.

N







. OBJEC/IVES

Thie paper is an attempt to descrihe the role played by the Small and Medium
Scals Industry in Arpentina (SMI) and tries at the same time to afford an idea
of the progress rade by thr different "'sclfe-assistance’ (]) proprammes which
have been launched so far ind of their remulta, both for the mediur and small-
scale industries ss for the whole of the Argentine economy.

THE COUNTRY

Argentina is a very peculiar nation, among other reasons because of its - -
geographic extension, its climatic diversity, the number and qualifications of
its inhabitents and its social and economic development. All these factors
make up a country vhich, on one hand, camnot be 4efined as a member of the
industrializsed group, whereas, on the other hand, .: ' : can it b2 considered
a developinp country.

The following fipurea (?) can give an idea of the main Argentine features:

~ Approximate surfsce: 4.000.000 sq.km, of which almost 2.PN0.000 belong to
the American continent whereas the rest accounts for the Antartic terri-
torise and islands.

~ The ares for cattle raising, agricultural and forestal exploitation covers
nearly 568.330 millions acres, which includes the "Pampa Hlmeda" (Damp
Pampas), some 123.550 millions acres of one of the most auitable of the
world's ecologic areas for agriculture.

= It haes a population of neerly 25.000.000 inhabitants and about 8 millione
of tham live ir one of the world's densest cities!: Buenos Airea City (Ca=
pital and suburha),

It shows a yearly ‘per capita’ gross national products of u$s 1.200 and
a 5 % madium growth rate per annum.

~ Its coopsrative movement includes almost 4,000 centrss and involves nearly
20 7 of the population,

= Trere are in Arpentina:
5.500,000 students in all levels.
. a8 sadicine doetor for svery 500 inhabitante,
o a motor car for every 9 inhabitante
« & telephone line for every 12 inhebitaente.
. a TV set for every 6 inhahitants.
. 1.300.000 companiea of which nsarly 140.000 ere industriss,
= Ite food and industrial consumption per capits and per annum includes:
« 70 kg of beef,
. 70 1litres of fresh milk,
o 150 kg steul,
Argentine foreign trade ount: to u$s 3,000,000,000 in exports and ule - - -~
2,500,000,000 importe per yaar (3),

= Agriculture and cattle production, both primsry and elaborated, accounts
for 80 % of the axport flow,

=~ Oaly 10 T of the domsstic fusl demand is imported, vhich means roughly
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ula 150,200 .9 per amum.

Argentina cemnot develop itself as harmonically as should be expected om
accoumnt of {ts natura! rescurces, humsn capacity end matarial means, owing to
the following reasonas:

= A very hich financial -oncantration in the anterprise sector, particular
ly in the agricultural and cattle and industrial fields:

T 2 great share of multinationsl companiss in the most dynamic indwetries
in tha countrv and in rredit ing and trading channels;

T & very low arnduct{vity {n the agriculture and cattle=~raising structure,

Smal]l and Medium—Scale Businese are bound to have s remarkasbls influence {n
this situation {n a not too diatant future.

Although they have alraady played en important rol in the Argentine developwmmt ,
it wou!d appear thst this rol may be conclusive in the future in order to
schieve the deagrec of development thet the moet sdvanced countriea have already
attained for the adventage of their peoples,

SMALI, AND MPDIUM-SCALF YNDUSTRIES (sM1'e)

There {a not in Arventina a definition of SMi'e, neither officially aer - -
privately, and it is tnarefore very difficult to estsblish their number aemd
importance within the aconomic system,

It is however possible to dafine SMI'e by sorting them out of the whole (&),

Several sources point out that thers sre in Argentina approximstely 140,000
industrial concearns and that 700 of them are responsible for 46 £ of the
industrial produceion valuve, It would then be sowad to aseums that the - -
remaining companies are SMI'e accoumting for the S4 ¥ industrial production
left over (Table n® 1) (5),

This would uhow that (.. share of esach one of these SMI's in the market turms
out te he s0 exiguous t.at ir could hardly have any significemt influence om
ir,

On the other hand, SMI's are estimated to ewploy S0 T of the whola industrial
labour force, vhich turns them irto & very iwportent sourca of employmant for
nearly 450,000 persons.

It is furthermore important to etress that the great majority of sSM;'e belomg
to national capitsls, do not apply imported tschnology, and sre basically
orientated towerds the local market, Thaey are established sainly on the
outskirta of Ruanos Aires, which ig &n ares of the highest indwetrial - - -
conesntration, tnough moat irdustries sattlad in the interior of the country
Sre gemerally SM1's.

The emormous probliem that has slways hindered SMI's progrese consists of the
fact that the following objactives are alacet impossidle for them tn reachs

-~ wore regulsr supplies

~ & more sgyressive commercialization

- more convenient fingneial support

qual {f{ed labour

s wore officient mensgerial orgmization

~ memagewmsat control aystews for the improvensnt of rescuwrces
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= Higher iavestment
- better technology,

Table n® | shows that —ex.ept for s few branches~~ most SMI's hardly - -
participate in the 50 I of the brasch production vaive, vhereas ths rest 1is
produced by the big compan ias.

Uati] two yeurs ago, there was not —excepting very isolated cases— any -
explicit poliey ragarding the rol playad by the SMI's in the sconomy. It was
for this reason that assistmcs vas fundamentslly being channelled towards
solving problems of individuel firws.

This assistancs vas performwed by governmental ingtitutions and some private
consulting fires,

The National Institute of Tachnology (INTI) then g§ave way to an sesistance
policy regarding in particulsr organisation and msnagemant training, though
it was comsidared only as a prowotiomal assistancs on an individual basis.

Privets consultants have also Provided assistance, but, due to thair high fees,
it can only be hiiad by major enterprises,

Chambers of commerce do provide sows ganeral assistance, particulerly with
regard to legal and labour affeirs and relations wich pudblic suthorities,

Nous of thess types of assistance fulfilled SMI's needs nor provided any =
solution to their problems, sither structural or eccasional. Fxcept the -
chawbers of commerca, they have only met individual problems from a few -
companies, since it ceems impossibls to nelp all of them wich sxisting mesns,

. "SELP-ASSISTANCE" BY GROUPING

A form of enterprise Broup .. . uin. from ths seed that tl.e indusery be
thersby wholly represented, vit .oul making any distinceion betveen small or
large industries., It manages relations with the Covernment and trade unions.

The Argentine industrial Confederation (Confedersci8n Industrisl Argentina -
-~ CINA -) is a second-degree orgmmization which looks sftar grsve isaues -
hampering industry as s wvhole. It is made up by all chambers acting on behalf
of different sectors and induatrial branches and entarprises are directly -
linked thereto,

Some other organizations claim SNI's representstion though are not quita
relevant within the ensemble of saterprise inscitutions,

Although these chambers lead basically legal and labour assistancs o
membern, they hardly operate in

to enhancing thefir operstiom level, In en iadirect vay,

tovards gamerally improving the situstionm of their membere, regarding v.g. -
credit policies, ir.vestment and forsign trede prowotion.

Though the co—operative syetenm is widely spread through Argentins, it ¢ -~
interesting to remark that it has met developed in the induetrial field icself,
It does have, hewever, through the cradic and supply co-operstives, an indirsct
but very effective iafluencs on Some aspects of indwerial activity, which are
t/plcally in support of the MMI's, Ic nay well be said that there is pracei-
cally ne SMI which {s net linked te seme of these co operative types (6).

Finsacial and supply difficulcies have been palliasted to a great extent by the
co-eoperative system actismn, which has provided for s normal and winterrupted
development of the $M1's, in spite of the traditicnal bamking system (vhich

lends to the wall provided for) md of the dig suwppliers (who eell to whoever




buys on a lerge scalel.

There axist soms growings for the development of iodustrisl parks, ..t :ls«
lack of government s.pport l.as frustrsted expsctations in sy cases

In 1973, the Argzemtina jovernaent created COPYMF (Corporation for the Develop
ment of the “edium and Small-Scale Enterprise) whose fundamental object ives
consist of strengthening and deweloping the small and madium scale entaryrine
(SMF). There are amon; its goals.

- particularly stressed promotion of sNT's ir the interior of the country
- to revert the pricess of discoursging Arcentine unterprisers;
- to work out integrally all problems 'iendicapping SME's development.

The Corporation ranks about sixty professionsle and techniciane snd stasrtsd

ics activities a year ago. It is one of {ts main etructural faacures that in
its State—managed Uirection participste hoth representatives of the entorprise -
owners confedezation and of the trade unions,

Grouping is one of the main pat'.s of action followed by COPYMF and no iasue ‘s
virtually selved on an individual bssis, since it would be impossible for the
Corporation to cope with the requests of the about 1,300,000 firms existiny in
Argentina, which include 140,000 industrial coucerus.

. EXISTINC SYLF-ASSISTANCE PROGRAMMES

The __ . ! _ s L is one of the
most interesting SHI'e« programmes in Argentina. The world crisis in rav
materials supply anu domastic difficulties occurring during the last years in
Argentina have brcught upon local industry one of its most serious problems:
its failure =~ ensure & continuous supply.

This situaiion turned out to be particularly dramatic for the SMI's and it
even woree on account of the fact that the supply of crucial items (or
hard to get in the market) is comtrollad by a very small number of big - - -

concerns.

Thess companiws obviously iaposed upon thair customsrs conditions hard to ful
f{l which even threatened PMI's continuity. The Government them took some
magsures to check this situation and simultanecusly COPYME commenced to give
an mever to one of the gravest problems facing SMI's: to ensure a flueat
supply of omtal commodities to thaenm,

The programms provides thst omly those entarprises embodied into a group shall
ba in s position to be regularly supplied and COPYMZ is therefore fostering
the establishment of said groups. The Corporation has on the other hamd - -
arrangad by agreemsnt with big eupplisrs that theses vill guarsatee a normal
supply to those groups.

Purchasing relations sre thus settled directly betweem a SMI'e group sad a
suwplying concern, wmder supervision by COPYME,

The volume reached at by these greups,labslled Purchasing Cantres, has ensbled
thes to freely discuss conditioms wvith suppliers, to a very eigmificsat - -
sdventage of the SMI's concerned.

1t is worthwhile to remark that most of the 37 Purchasing Centres creatsd eo
far hava taken up s co-operative 3.

Tollowing figures show how importaat this proxramme has been up to date and
hov popular 1= has become among SMI's:




- It covers abowt 4,4 1 of indwstrial eomcerns in the matallurgical sector
vhich engage almost 10 T of its staffs and its conswmption represents
11 T of the wvhole estimated for SNI's {n this sector (Table n‘ 2),

The other self-assistance schemss remain in fores, mest e¢f them in cennection
with COPYME, in order to pesrticipate in and devalope plans in the Organisstiom,
which is now shepiag up i.a. promotion progresmese for creftesenships, asgro-
indwstries aad wining exploitations.

SELF-ASS ING IN

Data collected both by chambers and entarprise organizations ead by COPYIX
econcurremtly show that grouping is the best way to developing and expamsion of
the SMI's on an individual basis e well as ou s cellective ome, particularly
wheo the growp follows a co-operstive pattem.

The swvareness by the anterpriser of the faet that in this way he will be able
to negotiate vith big concerns and envisage necesaary investmsat is another
significant contribution.

This is to be achisved bdy:
- complementing its activities wvith other SMI's;
- jointly commercialising their produetioen;
- common uwse of qualified humam ressurces;

« ghared uwse of capital sssets snd, fundemsntally, s higher afficiemcy in
the SMI's menagement which in the lemg vrum will have s positive influsnce
in the economic and socilal fields of its ceommmity.

Industrial development plans in Argeatina sre oriemted in this direction end
COPYME is sppsrently williag to implemsmt them, im sccordance with UNIDO - -~
recommendations in this regazd.




TABLE u° °

BRANCH SMI'y VALUS PERCENTAGE OF
MUMBER CROSS INDUSTRIAL PRODUCTION

Foodstuffs, beverages and tobacee 26.10 46
lextiles, resdy-wade and lesther
clothing 18,400 Y]
Jood and fumiture 17,400 97 i
taper and printing hewsee $.200 37 |
Cheuistry, oi! and rubber $.000 16
ron-mtallic ninerals 9.9%00 AR
Rasic wetale 1.00 A8
Machinery and equipwmeant $3.000 64
TOTAL 137,600 54 2

Sovrce: COPYME




PROGRESS OF THE METALLURGICAL PURCHASING

SMNOKED PhOGHAMME  DURING 197471978

Totel f antarpre oo in Y
metallurgy sector (1)

SMI's involved in the PC's
(2)

Exieting PC's (2)

Total personnel employed
by the metallurgy sector (1) 367.500

Personnel employed by SMI's
involved in PC's (2)

Yearly estimated consumption
of steel plate by SM1's
throughout the country (I)

Estimeted steel plate consumption
by S8MI's involved in PC's (2) 33.200 ¢

(1) Source: Economic/Statistice by IMDEC (Mational Inatitute for Statistice
sad Census). Not imcludiamg workshops for motocar repairs.

(2) Source: COPYME
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It is to be understood am ‘self-sssistsnce’ e concapt statad ia the uNIlLW)

Docweent I[D/WG. 210/5 of 29 August, 1979, by which f{t ‘Amplies mot 1ly what
un industry eunterpriser cso do for nimself snd for his factory, but elso what
can ba done by swell-scale {ndustries sssociations, chambers of commarcs and
{ndustry, co-operatives, 'ad-hoc' groups of Little injustrielists snd private

firme in order to aesist tais sector’.

Anuario istadfstico de ls Rep. Argentina
Source: (Statistical Yearbook of the Argentine Republic)

Banco Centrel de ls Republica Argentina
Source: (Central Bank of the Argsatine Rapublic)

Source: COPYME, Structure of the manufacturing sector.

Source: lndustriel Stetistics (INDEC). This inforwatiom generally regards as

industrial establishments tho-e employing mors than fivs parsons.

UNIDO Documant ID/WG. 210/i of ird Jume, 1975, intitled “Coopsrativas
industriales en palses eun desarrollo’ (Industrial co—operstives {n davaloping

countries).

The Purchasing Centres Prograsme by COPYME is under the dirvection of Mr. Uscar

TERK, who has beea in charge of it simcs its beginning.
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ANNEX

INDUSTRY IN ARGEXTINA (1) (2)

- Almost 36 I of the Crous 'lational Product belongs to the industrial sector,

vhieh clearly shows {ts importance, The reasons for such a share 1in the
production should he sscertained in the wideness of its domeatic market,
wvhere "per cavita™ income distribution {s a very outstandine feature.

This particisstiun is much lsraer than in other Latin-American countries,
ineluding Bragil snd Meaxico.

In 1970, nearly 1,770,N00 persons were emnloyed by the industrial sector,
which included 170,90 {n the fnod-atuffs and beveragas hrsnch and 434,000
in the textiles dranch, The metallurgy gector was engaging some 1 _NON
vorkars,

The machinary and equipments industry, which to a conafdersble axtent (s
related to the motorcar sector and suvpliers, engsees nesrly 5 7 of the
industrial worimen,

Likewise industrialised countries, induatrial structurs in Argentina shows
s tendfency to balance itaalf, Following Hrsnches sre respronaidle for indust-
rial production:

. Non durable consumption {ndustries . . . o« o« o o« o o o 37 2
+ Intermediste sssets fndustries , , ., , ., s ¢ s ¢ o o o Y27
« Nurable consmntion industries . . . « « ¢« ¢ ¢« o« ¢« . . I 7?

In order to schieve s hetter balance, it is expected to increasa perticipation
of basic or {ntermediate assets industry by means of high investment in this
field, siming at substitutine costly {mports.

GCrowth rste in this sector (s sstimeted around ® I per annum,

In order to remady a strong {ndustrisl cantralization, legal [natruments hsve
been enacted for prowoting sstsblistment of industriee in the interior of the
country, and reeolutions have heen {ssued for emeouraging develomment of - -
industrial psrks (1),

Nearly 60 7 of the whole natiomal industry lies in Buanos Aires City and - -
suburbs and it empages some 5N T of the indevatrial wvorkmen and gives rise to
almost 60 7 of the induatrial agaregsted vslus.

Considering local market limitstiouns, it is vitally impertant tn promote - -
industrial exverta ia order te expand and remnder mors dynamic the Argemtina
{ndustrial sector. Attempts sc far undertasken have given imvressive results
and it is reckoned that those items presently represent 11 I of total - -
Argentina Yxports,

Manufactured parts aceonmt for almost half that rate amd the rest is -~ -
practically equally divided between products ef the light setallurgie {adustry
snd tranaport equirment (wotorears).

Thess results, particularly with regard to the Latin~imerican market, provide
s fair evidence of the standards reached at by the Argemtine inJ-wtrial - -
technology.




- Ome of the mont serious problems facing tha Argentine industrisl sactor
consists of the jependency caused by payments sbroad rasulting from
rovalties and “ow-'n dues, In 1977 thesa payments amounted to cirea 150
mi'lions US iollsra, which is the equivalent to nearly 30 I of Argentine
industrial exporta (4), Naarly 40 I of this sum arises from {mported - -
technoloegy for the followine thrue sectorast Vehicles and autowmotors, -~
pharmaceut ical products and food-stuffs.

- Argentina has not heen spared from a typical economic phenomenon which
wnpears all over the worldt concentration of production in a few enterprises.

26 % of uross total production of tha sector derived from the 100 more - -
important enternrises in Argentina, which included (%):

o 79 foreign or multinational conceruns
o 19 Argentine private firms
. 2 State~owned enterprises

In 1972, seven hundred industrial concerna, out of a total of roughly 140,000,
generatad 46 = of the groaa industrial production value for the whole country,
thereby holding considerablas comtrol oun the entire sector with regard to - ~
pricing, financing, comercialization and supplies to such and extent that other
firms became diractly or indirectly dapendent on them, This situstion {s even
more sericus for the small and medium—scale industries, which are helpless at
the slightest modification in tha policies applied by the big companies. Thua
the latter can easily .. :. 3 SMI's stability end steadineas in the market
and even its continuity as a source for emploveent.

The Argent ine government has put through s package of industrial policlies (6)
which can be surmarized as follows:

. support tr those anterprises establishinpg themsalvea in the intarior of
the country

. imnlementation of great basic projects, {.a, steel mills, aluminium, paper
and chenical engineering plants

. re-arrangement of some sectora showing an :x..aratad srowing o 1t - -
happened with the motorcar sector, for instance

. support to thoae indwstriss ewmploying s high quantitative laval of laedour,
specially those producing nou-durable conswmption goods.

All thess measures have been taken in support of the small and medium—-scale
industry and the Corporation for the NDevelopment of the Small and Medium-Scals
Fnterpriase (COPYME) will wmdoubtedly comtributa toward it particular purpoae
with furthering efect iveness,
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Sourcss Anuario Estadfetice ds 1a Repdblica Argemtina.

Sources Banco Centrsl de ls Replblica Argenting.

The Industrial Premotion Law forbids astsblishment of industries within s
60 km radius from Buence Aires vhersas {t gsrants finsnciny facilities and
othsr sdvantsges to thoss sstting up {n the {nterior.

Sourcs: Instituto Necionsl de Tecwologfa Industrisl (INTI).
Argentins,

Seurcs: Desarrolle Industrial en Argentina, CONADE (former Nstional Counefl
for Development).

Sources Plaa Triemal 1973/1976 (three-yssr Plam 1973/1976),
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