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inuttries etier srall, ~edlu or lirpe, booowsr the teprs apd
conditions ~ay vory betweer differoant caters ricr of tndustric oo
srall=cesle incctries are in need of cortain additional rorre oo Uf
acrintance and this (fter calis frr ocvecial aetlon by coverroone
wutrierities,  ouer action 1o nbred on the one hand 1t strevocterine
srall-ceale industries by Loestinge them on comon Situa, oore Trdustpin?
zstates, cromoting co-crerttives ol complerent vy oarrancencns o e
then and encouraging the ectablisent of subeontracting relat nships
tetveer. them and larpe industries; on the olher hand, at reoviding

them with ausistance, serviecing arnd training throush instituti g
especially set ap for this maricce such as c-all industries serviece
institutes, industriazl extension centres, firancine institutions, ete,

The povernment's action is intended escentinlly to assist small industries
te overcone the disadvantages of smellness and achizve hipher levels

of efficiency. .n essentinrl .re-requisite of cueh action by tie
government 1s that tne Industries which have the potential for develore
ment and which are in need of assistance con be clearly ltencificd

and distinguished froum others, Herein lies the i ortance in developing
countries of a definition of smalleseale inustry btased on o recice

and tangible criteria,

<, However, there is coften confusion recarding the concepl of
small-scale industrics and di“fienlties are ex erienced in evolving
prograrmes for their develcopment, . wjor source of confusion arico o
frem grouping small-ccnle industries alone with tracitional oeciputicas
renerally referred to as handicrafis, artican craftro o cottare
industries, 1\ cormon factor for both proups ie tio: srallness of Sheir
size or scale of operatiorn, but this should be no secund for Linkinge whers
torether under a cormon definition, Traditi.ral irn ustries hove their
own rroblems distinct from thice of nodern small-scale intustries and
each categury of industries requires siecial measures of promoticn
and assistarce t¢ suit its special needs, The first step, therefore,
in devising a development rrogra=re is te  istinpulsh small-scale irndustry
from the traditional industries by adeptine a elrar-coc definition for
each catepory,

3. The definition of srall-scale irdustries would recessarily
distinguish them from ~edium and larre industries, hile the dictinction
Letween small--cale industries and traditicnal industries ic based
on their differing nature and characteristics, that between srall-seale
irdustries and nediw an large industries is rostly one of size of
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i o4 of dee ntivo and 0 oictone., but not alwoys of the oor
trrooand bo the s oxe ot s in bt ease of ooall industrios,
4 oner, th.n o4 for cooeiql dowvileprent srosrn soo fer 5111l industri.s

nrd far cloar-cut erit.ria to distinguish tho fros cther oectora,
L, Uiff o nt critorin ar: v.ing usod in diffeeont countri.s for
d-toridining the sizo: of industeinl cstablish wnts ~nd the scol: of
thoeir orepotionsy ehiof a4 ong tho ar o cooloyrint, enpital inv.otront -
tthr total or fix:d eacital cnly - volune cf colss and consunpticn
of nor:r, Theoo eritoria are us:d cither siagly or in conbination
with diff ront c-iliness in differont coontricss, Tt is cbvious thot
tiope enn be ne uniforn ofinition of ooril-senle industrics, os
cooditioo, very wiooly from country to country, an industrial unit
wiiceh rcecordine to the dofinition in on: country is small may be
concidured ng 17rec in another country, .. allness is a relative
notion “nd it is not possible to arrive at o universtlly acceptoole
mrrric ]l definiticn.  seormotimes definitions of smalle-scale industry
may very oven vithin the sime country, Thore nay be cono d finition
for one type of acsistancs, ceg., adiission to industrial cestatos,
and another for a Jifforent type of assistonce, c.ge., conccssional
torms of credite  Such varicty is ontirely justified since different
forwmlaticns nay be neoded to st ifforent objoctives =nd conditions,
Howovor, sone derroer of uniformdty is ¢osirable and pessible in tre
cholce of the go renonts of the definition, the actual veluss assigned
t.e the cononents v rying necordin~ to the conditions »nd circunstancs
ir onch country.

)

5, In most ccuntries which have definiticns of srmall-scale

{ndustry, the rain critorion adepted is the musbor of employess In
an industrial undertokins,  The oncloynent eritcerion has core

cbvious advantaroec,  Industrial o ploynent data are widely avoilsble,
They are reouired £or a voriety of adrinictrotive purpeses such as
administration of Faetory acts, runieipal ropulations, soclal security
rulcs, ctee and ite! nsy to rpoup irdustriis on the basis of

~rloyment, But a dofinition bused colely un the cncloyrent criterion
sy not reveal rthe rool size and seale of o
Sote industrics re uiro hich coritel fnvestoent but only 2 small

~sration of an cstablishknment,
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rnurbaer of workers, and it -y not be correct to elhsaify el indaotrel o
as smalleseals merely on thic kacis of sployrent, Cowors ly, o
industries repuire very livited eapital but 2 Iare: nwb r of ork-r.,
and 1t may not ke correet to cxelude ther from the etoecry of ooall-
seale industrry, If a1 definition is based only on ernlovent, it

Ay rosult in inel s dng within the preup of srall-veale inductry

Jite larce fires with heavy capital investent and low o pnloy ont,
This weould certairly defoat the main rurccese of the d-finition,

6. One solution to this rroblen is to use the crployniznt
criterion in combination with carital investment, Here apain thoer.
is need and score to hve uniformity in the concent of cnupitnl
investment, 1In some countrics "ecapital" includes fixed asgets and
working capital, :hile in others working canit~l is excluded. The
nmain arpgument for excluding working earpital is that a prorer
assessment of the size and scale of operation of 2 firn vill not be
possible if factors such as cost of raw naterinls, dircet labour,
ranufacturing and administrotive overheads are taken into account,

T There are several industries which require only srmall fixed carital
investment, but very high workirg cop.tals if working capital is
included along with fixed cardtal, ti2y may fall outside the defini-
tion of small industry even though they may be typie2l srmall industries,
again, the costs of the elements constituting working capital ray
vary considerably frem firm to firm, depending upcn the structure
and efficiency of manugement, turne-over arrangements and other factors
which may be unrelated to the size ¢f tre industries, fixed
capital on the oth:sr hand provides a more satisfactory criterion
for determining the size of the establiskment either as a criterion
by itself or in combination with the nunber of workers enployed,

7e as regaras the celling for capital investrent, it should

be determined taklng into account the problems and levels of industrial
develorment in the ccuntries concerned nd the objectives laid dewn
by the Gover ment for th: development programmes of s—all-scale

‘ ' industries., However, the ceiling on ca:ital shculd be sufficiently
high 1f a ouick process of =cdernization and mechanization in the
small industry sector is to be encouraged, There is much scope for
promotion of small-scele industries au suppliers of components and
rarts required by large industriec 2nd as manufacturers of a wide
range of consuner gooids and certain types cf producer goods of ~igh
4quality and stendard, To that end, small industries should be
encouraged to euip themselves with mcdern tools and machinery, Thus,
the capital ceilings adopted for the definition should be high enough
to enatle small-scale industries to acjuire the e uirment and
machinery tisy need fur functiorning on efficient lines, The actunl
limit of capital investment in the definition ic 1 matier for e-ch
country t~ decide taking intc account its sp:cial needs ~rd circumstances,




A, itever vay be the erlteria adopted for defining smalle
ceale irdustry, wetier enoleyriont or fixed capital or both, it is
vory loocortapt teqt teepe conld boooareate f'l xibility in tn.

pact el arplieation o f ¢ g ition, It sheulld be flexible
Gt tLoadodt vy oadieot st coe tith oo changing roogulres

ot f rebuoreial develors s rne Tnoseme comtries definitions
cvoom Lol bacio, botoov oo D sueh cases there choula e adequate
SLowirility toomaks e ot acondeaants ac an when found necoziary,

11, wliei s for Soallese iy Industry Develorsent

Thee basie polier  soula v to o poucets small inoustry
Pt optoas an intesrs s cart Of the overall Dodustrial develeprert
cocuuntrve Do otion of srall-cals: inddustry le not
Clnctoad L f" or Thy oreforomes Lo that of larce incustry,.
coostrializotion of dovelopinge countries eclls for industrial units
Jovnreringe sizen ard 4 10 v duty of the ratioral authorities ‘
srencible for industrial planning to decide on the aXtent of ‘
roesouress to b alioeatsd 1o var*‘(\m sectors and the type of 2
irdu teles to be prowted In oneh aector, In all industrislization
crocro ces the objecetive crould be to develop a strong industrial
: wrich '“"1"11. ~odiur and laree industries not only
Lirk a torather in caplerentary relationships,

104 ne of the lncortant rolicies in small industry ey :lopment
should B bo rpoate the celective erowth of .uch industrizs taking
nte account thedir viability, competitive strength and prowth
potential,  hile smallness ohould not be a handleap, it should
not by ftoclf ulify for rroectional assistange either, In view
of the aeute senrelty of ¢arlt sl and human resources in develoring,
grocial eore hmy to Lo caken to ensure that they -re

i srojocts wilch sffer the maxiwnm econcmic benefits,
Irn come casen th e oeroduets ray be manufactured by both srall
and larco fnduotrios ood thore may be seope for plants of varicus
vioes to uwx;;;.,. aridrneas o ray be oa stape of sroevthy industrial ‘
mite may otart wall vd voy orow o in terns of enployment, size
of rlant, equlos o and range of ocutput, In some cases
reoduetion on a sall-resl may be decidedly more econcmicsl and
officient than ona (wroe seals,  In other cases, srall industries
may oo linked with loree Deducerios by conplementary relationships,
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‘*l. The policy fnoornll industrey develeprient should ve to
frorit f’} Phean dnductrlo vvepe coallecenle procucticon offers the
nveciiregtion and lsad to rotential entre-
5 1S SR ST 'u”*vanc*ed ceuntries there is usually
S crotetoone loareney Lo assure such a positive
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however, ar:ncies croviding certain forms of assistarnce have been

set upe  On the other hand, in countries at -arly starcs of industrial
development, srall industries tay not evelop at all in tre abscnce
of .romotiun ard assistrnce TeASUres, or say be ot up haphazordly,
with conseguent wasteful use of scarce resources and the erer-cnce

of weak industries which may have to be sustained by artificial

rrops such as subsidies and concessions, It is true that even with
careful planning and selection, some industries mny need scrme nmeasure
of support and protection for a limited ceriod. In sueh cases the
period of protective measures and support can be considerably

reduced by sel~ctivity in developrment programes,

17, This selective apporoach towards small industry develorment
raises a major poliey issue in developing countries, This is the
future of some of the artisan trades and crafts, In most developing
countries the overwhelming =ajority of establishments engaged in
industrial activities are of the traditioral tyoe. . cdern techiology
and industrial processes have made many of the traditional crafts
obsolete and wasteful, Factories are steadily rerlacing artisan
workshops in the supply of furniture, agricultural tools, te.tiles,
etc. The impact of new products, cirnges in sceial strueture and
rising inccme levels result in reducing the demand for :any artisan
products, This does not mean that the growth of the factory ras in
all cases to be at the expense cf the artisan crafts, There are
certain fields where tie artisan workshop can coexist with the
factory and even function in complementarity with it, Such skills
and crafts should be identified and assisted sc that they would
develop further. At the same time artisans who are engared in
obsolete and declining trades should be diverted to more fruitful
areas of industrial activities so that ncdernization does not
result in tne destruction of the existing industrial structure, bui
instead, contributes to its strensthening, This is very important
in developins countries where technological uneisployment enn rave
disastrous results,

13, 1In some developing countries attenpts have been made to
shelier tradition~l artisan crafts from competition by modern
factories through protective measures such as yuantitative
restrictions on nroduction by modern factories, special tax incentives
and concecsions, -rice subsidies, etc, It is obvious that such
nolicies do not help either the traditional crafts or the medern
factories in the Long run, In some casas extencion services and,
in particular, training programmes, introduced to assist all types
of traditicnal crafts have contributed to the perpetuation of certain
skills and trades which are no longer necessary for economic progress,
As already observed, some artisan crafts or trades do not deserve
encouragement, cr are not capable of development in the changed social
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14, in scme cases the trafiticnal ckills of rtisans can,
ith erorer courselline srd training, be adapted to meet the
derands of ccdsrm sorvices snd construction traces, ith the change
in the rattern of Lifo in rural areas, the denand for the services
of rerair ard *aintwnwnu~ ~an for irri aticn numps, diesel engines,
tractors, roric.ltural rachinery, radios, ete, has increased
aconsiderably and a rajur difficulty in ricst developing countries 1s
nov the chortars of skiliod “workers in such trades, Thne plumber,
the (1vctr\uhtn, the nechanic ond the radio technician have

beccme Lhe new artlsan”' »f thre technolopical age, and it will
be pocd pullcy to heln o of the traditicnal artisans to acquire

thaese new ckillo.

15, Ina few ¢oooc tnere is scope for transformation of
traditional ,rt sars intoe modern small industrialists by the process
of mechanizetion ond redernization of existing installations. Given
proroer ccunhflli o ord cuppert, it should be vossible to modernize
artisan shops in currontry, blacksmithy, shoe-raking, ete, into
nffiecient ncdern cmall-ses le industries and thus make industrinlists
sut, of artisans, .3 cbuerved carlier, the scope for such changes is
net uniforn in all -ortisan trades or in all places within the same
trade,  The voliey =bonld o te assess the scope and potential for
trancfor-ation ar. oo 1ot in caien transformation wherever feasible
and decirable,

16, Goleetivity S location of small industries should be an
eoually oportant oritey in developing countries as selectivity
in the choice of iuu;~*r%aw t5 be developed on a small-scale basis.
A special problem of Jov lorine countries is the absence of industrial
infrastructure in many nroas, Vast regioms of the developing countries
lack faeilities such a- -orn transport, corrunication, water, housing,
ote, and this revercly 71 its tne cholce of location of incustries,
I ceononleally advance? countries, even thiough certain areas may
o eomraratively less iﬁw*’o~~d they usually hove the basic infra-
structure for industr.t iovileprent, and, glven certain incentlives
w6 suprort, ean oroviae oood loeations fur industries, Further, the
‘rdustrics lecated in o 2 aroas, even if srall, are not necessarily
veak, and do not suffer 0 ary orecial aandicaps as in developing
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countries, In these circumstances small industry promotion can prove
to be an effective neans for the dispersal of inustries and the
develcpnent of so-called "derressed areas", Fut the pesition in
developirr countries is different, There may bte a f£2v "islands"

with the necess.ry infrastructure and ecrowth petential in a develoring
country and the choice of location is linmited to these, Tt uill

often be unecenemical to induce the location of small industrics
cutside these "islands" for sociv-cconomic objectives such as
disrersed prewth of industries or balanced regional developrent,

17. Industrial estites have -rcved to be arong other things,
an effective device for ~rovidines the basic facilities ard services
for the devalorment of small-ccale industries in certain backw:rd
areas, lhe ~rouping of industrial enterprises in an estate makes it
practical and eccnomical to grovide facilities such as power, water,
transpcrt, etc. However, even the locttion of an in ustri-l estate
rresumes the existence cf certain basic facilities in the area
concerned, It will be uneccnomical for the =state projects tu bear
the entire cost of basic facilities and services,

III. gervices and Facilities for Sm~1l Industry Develciment

18, Aas stated earlier, small-scale industries are in need of
assistance in a variety of fields - financial, technical, man.rerial,
marketing, ete. The experience of developing ccuntries which have
implemented programmes of assistance to small industries has clearly
demonstrated the fact that, to be effective, assistance measurec
should be integrated, There is very little advantage in rroviding
good factory accommodation tc a small industrialist in an industrial
estate if he has no means of »cquiring mcdern machinery and plant,
Similarly, there is little ar'vantage in providing credit facilities
if the small entrepreneur dues not know efficient methods of managenent ,
Very often the small entrepreneur may not even be aware of his owm
deficlencies and may be in riced of diagnostic assistance to knew whnore
he could improve. Thus, a development programme for small industries
should include guidance and advice to the small entrepreneurs to
ldentify their problems correctly and sustained assistance in varions
fields to overcome their difficulties,

" 19. In countries at early stages of industrial development
there will be very few existing industries and therefore little
demand for a counselling service designed to improve existing
industries, The main problem in such ccuntries is the stimulation
of entrepreneurship and an important okt jective of a development
programme should, in such circumstances, be counselling and
guidance leading to the estabiishment of new small-secale irdustries,
The agencies for industrial develcpment should seek out poctential
entrepreneurs frem among all groups of people - university graduates,




inporters, traders, articans, buciness on, workers, govermment
officinis, «te, - and try tou sti "hlatu their interest in industrial
activitiasg,
iy  The vavernments of developing countries have to play the

“ajor role in devising rroper procrammes for development of small-
seale Irdustric:s and sottine up suitable npencies for their
Ty "ﬁ«v"entat icre  The c,tvnt of initiative and responsibility te

. by the coverr:ent would vary according to the con'itions
ircunsotances in evch country, In most cases, the government
: nos et the sole res, nslbility for sponsoring and managing
codnctitutions for small industry develorment since small entre-
croereurs ean Lordly be o expected to take the initiative ond organize
self-help freilities, In a few cases, however, it may be adequate
cur the povernent to provide agsistance to privete institutions or to
ArOULS <f‘ industrialists such as chambers of cocmnerce, associations
of intustries, co-ujeratives, ete. for organizing certain services,

eh v:,\u,,trwbe may be in the form of pgrants or loans or of allowing
the use of the f‘acilitlas of povernment workshops, laboratories, etc,
i =oyerm o ont cay »lso balie the Initiative in orranizing certain
d mll itlos for irduitriel development, for instance, industri-l
extates ard corsen service facilities, and eibseguently transfer them
to the mnnaeement of private croups of industrialists,

AN Ln countrigds in rhe early stages of industrial development,
Governrerts may have to undertake not only the responsitility for
s;zmza«;umnm and canagement of industrial develcrment agencies, but
also te movide ndvisery and other services free of charge to srall
industrialists, ouch cervices are primarily intended for a class of
people who are net able te manage them on their own resources,
aitheurh they may be able to meet the cost of such services and
facilities 1fler thoy hnve acuired sufficient strencth and stability,

e oacurram arrunent acainst makine adviscory serviees free is
that this ouldd ercowrays ondustries to ask for them indiscriminately
andd lover Lhe unlity of the serviceo, The resources and staff of the
extension arm o voiee are 1irited and the services o~ffered by them would
lack in i lity nad depth If they were to neet every demand, The
extension asencies o ould oopread trelr services over too wide an area,
ard the needs a:d » iecerents of the really deserving might often be
Prnered, I tre cor hand, the oblipgation to ray for the services,
it o arpued, vonld osbe the Lroustries iore responsible and

th erivinatory in vbios e osuch services, It would also make the
coatorsien gtaff mers resorncible in the discharpe of their cuties,

"o these oarg oonte, nowever, cay have some validity only in
eosntries whiieh have ol teved sove cporress in indlustrial “evelorment,
Coecunteier vhich aco el under evelored, there will be fow

et bists oagkive Torouer services, The roblem in theso

IOy L

{
!
!




-9 -

countries will be primarily one of promotion of entren»reneurship,
and industrial develupment ag ncies will have to take the initiative
and leaderchip in seeking cut potential entrepreneurs, ss stated
earlier, most of the ex!sting small industries may be too backward
and weak even tu identify their own prublems and it will be the duty
of these acrencies to visit such units without waiting to be asked,
and assist them in improving their efficiency, The obligation to
ray for such services will discourage many small industries from
retting the assistance they need and deserve, and may defeat scme
of the ubjectives of the service, It will, therefore, be advisable
for such countries to make industrial extension services free for
small industries,







