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autd. ru ties.     .,!,c¡.  action 
small-reale  industries by   l.icting the:.-. ;.n common  ai tu.:,  e.g. 
estate-,   demoting Co-ooer'div^s     d complement • ry arram-emei.- 
then and encouraging the entablisement uf subr.ont racting rola* 
between  then and large   indu:.trief,;   on the other hand,   at.  providing 
then with assistance,  servi cinç    and training through  institut b, am; 
especially set  ur   fur this   parróse ouch as  rali   industries  service 
institutes,   industria]  extension centrer:,   financing  institutions,  etc. 
The government's action is  intended er.3enti'.dly  to  assist small   industries 
to overcome the disadvantages of soilness and achieve higher levels 
cf efficiency.     >n essential  ere-requisite of  ouch action by the 
government is  t'iat tne industries which have tre  [utential for devd^or. 
ment ano which are  in need of assistance can bo  clearly identified 
and distinguished from others.    Herein lies the   de.ortance in developing 
countries of a definition of small-scale in-, un try dosed en    roeh-e 
and tangible criteria. 

2. However, there is  often confusion regarding the concept of 
small-scale industrien and  difficulties are experienced in evolving 
programes for their development.    •*  -.a,1or suurce of confusion arde-s 
from grouping  small-scale  industries along with  traditional uce.patious 
Generally referred to as handicrafts, artisan craft:; arel cottage' 
industries.      1  common  factor for both groups  ir   tb;   smnliness  0f their 
size or scale  of operation,   but this should be  no ground for   linking  d;em 
together under a common definition.    Traditi... nal  ire ustrioi;  Pove  tJvdr 
own problems distinct  from  tlKse of modern small-scale indstries and 
each category of industries  requires special measures of promotic-n 
and assistance to suit its  special needs.    The  first step, therefore, 
in devising a development   programme is to    istinguish small-scale;  industry 
from the traditional  industries by adopting a clear-cut definition  for 
each category, 

3. The definition of  small-scale industries would necessarily 
distinguish them from medium and lar^e industries,    b'hile the distinction 
between small--cale industries and traditional industries is based 
on their differing nature and characteristics,   that between small-seaie 
industries and medium an    large  industries is  mostly one  of  size of 
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-,,.•)  -:r  ,   te   r-f.r-,   i n    r,   ¡d  jf a:;sLo.tanc     -nd  support  fro:: d v lor- 
.    nt.,i   '•>,- nei     .     laro-,   indu.tri   .   in -; v.lo; in,* cuuntri-o ' r.  aloo 
in r,   :d  of ierdiv .,   -<nd  •    oi ft-.nc -.,  but   nut alvnyo  of tÌK  :-">:'... 

ind to r.!,.-  on  ..;    xt id  io in th. eas.¡ of ..-.ali industri.;-.. tvp • • 
\\ no ;, 
and  for cl' ar-cut  criteria to distinguish  t: 

¡1 ;   O .d  for  oo. ci'¡i   d,V-.:lopm< nt  proer" o;; o fer  s ,'ill induotri.o 
í"rom cthor o ¡choro. 

4. Oiff'•• nt  critria aro o.in^ uojd in different  countrijs for 
dot-ranino th-.-  oiz;  of indurtri'1!   ¡otablioh. mnto  -nd tho seal' of 
thoir or-r^tiono;   chi ¡f a on/* theo .ir    oeoloynjnt,   capital invootnont  - 

Uh T total or fix;d capital only - volume cf e-laj and  ¿onoumpticn 
of jxenr.    Th.-r.'i criteria ar :• Uü ;d  either siafíly or in combination 
with di ff ---rent  cálinr-o in dif feront countries.    It is obvious thi t 
to   .r- can b; ne  uniform   '-finition of 0-011-ocalo  industries,  as 
c> oditi  0   vry vj  oly froo country to country,    .-m industrial unit 
weich accorr'inr to tho definition in ota; country is  smn.ll "iay bo 
conrich.-rod as  1-rre  in anoth T country,    -•< alino s s io a relativo 
notion and it  io  not  possible to arriv.; at a universally acceptable 
numeric?! d .-¡finition,     serótinos definitions of small-scale industry 
may vry ovon vdthin th?. sa-ie country.    There nay bo ono d finition 
for on-,  typo of a osi stanco,  o.g.,  admission to industrial osta tos, 
and anothor for a different  typo of assistance, o.g.,  concessional 
terms of credit.     :Juc!¡ vari ¿ty is entirely justified since different 
formulations nay b..- reeded to 00 ¡t   afferent objectives and conditions. 
However,  oo'o; cl-üTo  of uniformity is 0. oirablo and possible in the 
chute of the  co  < on onto of tho definition,  tho actual values assigned 
to the components v ryiru* "•ccordin- to the conditions -'nd circunstancia 
in mach country. 

5,     In moot  countries which have definitions of small-scale 
industry, the eain criterion adopted is tho neobr of employées in 
an induotrial undorr akin«-,    Tho employment criterion has  como 
t bvious advantnrm.     Industrial m ploy m nt   iata are vdd^ly available» 
Teey ir- required far a vmHo'ty of ad- iniotr'tiv.  purtcsos such as 
ad-iaiotration of fad ,ry rtcto,    ur.icif.ax r oulationu,  social security 
re]   0,     te, and  it*;       ooy fo .*rojp   induotri^ ai tho bar.it' of 

• rioy-vnt.    hut a d  f>nio:,n bac-ri ool--ly un th • ••<, loy-ont criterion 
av not   r-'V \\ -"ho r     1     \z • arm seal-- of r   o-ati^n  jf an vstablishn.^rt. 

indu jtri-'H r-i uir- ;t"l '.nv öL • nt but ,-nly a s-oall 
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number   jf workers,  and it -ay net b-. corr ct  to classify   ...ch  in;-h;..tri 
as  small-scale merely en the basis of   .;nr,l0y-ont.    Oo;iv;rs ly,    u 
industries require very limited capital but a  lar?-; nu. b r of enrk :-rs, 
and it  nay not be  correct  to -.-xclude  the-  fror: the e it.very of   nell- 

> ecale   industry.     If  a definition ie  based only en employ; T,t 
.ay result  in i nel J  ing within the group of snaLl-^cale industry 
;jito  larre  firms  '-/ith heavy capital  investment \md lew *•;.ploym >nt. 

This would  certainly defeat the nain  our ceso  of the definition. 

6. One solution to this  problem is to use the o-,ployant 
criterion in combination with capital investment.    Here again tien 
is need  and  sco-e to have uniformity in the concept  of capital 
investment.    In some countries  ''capital"  includes fixed assets  and 
working  capital,  while in others working capital is excluded.     The 
nain argument fur excluding working coital is that a proper 
assessment of the size and  scale of operation of 3  firn vili  not be 
possible if factors such as cost of raw materials, direct labour, 
manufacturing and administrative overheads are taken into account. 
There are several industries which require only snail fixed capital 
investment, but very high working ccp.tal: if working capital is 
included along with fixed card tai, ti ey nay fall outside the defini- 
tion of small industry even though they nay be typical small  industries, 
again,  the costs of the elements constituting working capital may 
vary considerably frcm firm to firm, depending upon the ¿structure 
and efficiency of management, turn-over arrangements and other factors 
which may be unrelated to the size cf the   industries,    "r'ixed 
capital on the othîr hand provides a more satisfactory criterion 
for determining the size of the establishment either as a criterion 
by itself or in combination with the number of workers employed. 

7. as regards the ceiling for capitai investment, it should 
be determined taking into account the problems and levels of industrial 
development in the countries concerned and the objectives laid dem 
by the ¿overrent for the development programmes of small-scale 
industries.    However,  the ceiling on capital should be sufficiently 
high if a «mick process of modernization and mechanization in the 
small industry sector is to be.encouraged.    There is much scope for 
promotion of small-scale industries as suppliers of components and 
parts required by large industrien snd as manufacturers of a v/idc 
range of consumer goods and certain types cf producer goods cf high 
quality and standard.    To that end,  small industries should be 
encouraged to e-suip themselves with medern tools and machinery.    Thus, 
the capital ceiling adopted for the definition should be high enough 
to enable small-scale industries to acquire the equipment and 
machinery they need for functioning on efficient lines.    The actual 
limit of capital investment in the definition is a matter for esch 
country t^ decide taking into account i*s special needs and circumstances. 

I 
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however, armcies oroviding certain forms of assistance hive been 
net up. On the other .hand, in countries at early stages of industrial 
development, -rail industries <ay not evelop at all in the absenc; 
of .rosoti on end assist .ance measures, or nay be set up haphazardly 
'4th consequent wasteful use of scarce resources and the ener-ence' 
of -reak industries which may have to be sustained by artificial 
props such as subsidies and concessions.  It is true that even with 
careful planning and selection, sono industries nay need seme measure 
of support and protection for a limited period. In such cases the 
period of protective measures and support can be considerably 
reduced by selectivity in development programmes. 

I9. This selective approach towards snail industry development 
raises a major policy issue in developing countries. This is the 
future of some of the artisan trades and crafts.  In most developing 
countries the overwhelming majority of establishments engaged in 
industrial activities are of the traditional type. . .odern technology 
and industrial processes have made .many of the traditional crafts 
obsolete and wasteful. Factories are steadily replacing artisan 
workshops in the supply of furniture, agricultural tools, textiles, 
etc. The impact of new products, changes in social structure and 
rising income levels result in reducing the demand for .¡any artisan 
products. This does not mean that the growth of tire factory has 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 cr&fts should be identified and assisted so that they would 
develop further. At the same time artisans who are engaged in 
obsolete and declining trades should be diverted to more"fruitful 
areas of industrial activities so that modernization does not 
result in the destruction cf the existing industrial structure, but 
instead, contributes to its strengthening. This is very important 
in developing countries where technological unemployment en have 
disastrous results» 

13. In some developing countries attempts have been made tc 
shelter tradition,-. 1 artisan crafts from competition by modern 
factories through protective measures such as quantitative 
restrictions on production by modern factories, special tax incentives 
and concessions, orice subsidies, etc. It is obvious that auch 
policies do not help either the traditional crafts or the modern 
factories in the long run. In some cases extension services and, 
in particular, training programmes, introduced to assist all types 
of traditional crafts have contributed to the perpetuation of certain 
skills and trades which are no longer necessary for economic progreso. 
As already observed, some artisan crafts or trades do not deserve 
encouragement, or are not capable of development in the changed social 
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r¡  of ooekdy.     in too other -and,    • ~ne others, 
x-ds of artistic value 

.ri.a s. 

cri i'*.;.:  -r  erat to  "dich  ;T\:- uce 
otic   '.-kill   ir-   ;rj uctia:\,   jr foa's for-  exporto or 

tv-   ar¡   '.o: rrtaril   risco  in any industrial 
otroiM.oro,  ar.d oay  .-nv--  t,    ì - assisted ty uncial extension 
-mu  a'.'V'l  !'••:,•   . ro-'ra.-o.os,      ,ven tn>. uft.  ::uch crafts cannot   and need 
f!.,t  aiwny,; !••   'ni::;fjr.'J   'nt„. -x/'rrr.  industries,   there  is  scope 
[\,r th'ir i'.-t'uv»-i-nt,  ioroooh teenniíueo of oooernizati en. 

14, in sore casos the traditional skills of    rtisans can, 
••'it h   rroror ccur.aell Inr and  training,   bo adapted to meet the 
dooands <ï •   d  rn servie-,   *r;d construction tr^res.      ith the change 
in  the raf^rn of lifo  in  rural areas,   the deoand for the services 
t.f  repair ard -aintenanes .-.?n for irri  aticn sumps,  diesel engines, 
tractors, a-ric Itural  oaohinery,  radios,  etc, has increased 
considerably and a major difficulty  in nest developing countries is 
no" the  ohud.ro-; of  skilled 'workers in  ouch trades.     The plumber, 
the electrician,  the mechanic and the radio technician rave 
beccne the no--' ''artisans1'  of tre   technolopical age, and it will 
be rood policy tu helo s^rto of the traditional artisans to acquire 
these new skills. 

15, In a few c sec tnoro is scope for transformation of 
traditi.-nal -«rti^ar^  i Oí ^  • . dem „-.all industrialists by the  process 
of -'echiniz?tic-n   -m • oi> roination of existing installations.    Given 
orcier council in*    t.d s-.rTt,  it should be oossible to modernize 
art Joan oho; s  ir, c--r* "itry, i lacksmithy,  shoe-making,  etc,  into 
efficient    K'.,ern „• *ll-sc   1 -  industries an/ thus make industrialists 
jut ^f arti.-an.!,     »-.it -crv d  .arli^r,  the scope for such changes is 
•ut uniform in ail ort'.   \>.   traaos or  in all places v.dthin the same 
tra(t",    T'o   '«licy    '   >1; .     u   uros.;  the scope and potential for 
tran: f^r-at i> n a>      i     id   'n i ,co t rar.sf jr^atioi. wherever feasible 
and desirable, 

1^,     ;.'li-cMvi- ;  ir   I  catión wf  ./-.all industries should be an 
" ¡ually  i   [urteilt     -" i ' :y  >    K'/elopinf; countries as selectivity 
in He Ciulct  of  loool-*    : r. , be developed on a small-scale basis, 
4  Sì eoi al probi "m of   .• / latino countries is the absence of industrial 
infrastructure   in mam   or  i  ,    Vast  regions of the developing countries 
Lack facilities such a'    . - r, transrort,  communication,  water, housing, 
.'e.  ani thio :evore'.y i.   it, tt»   choice of location of industries, 
[r. , cot; > leally advance * e.nrtrkr,  even though certain areas may 
t,   C(-, -arativ-ly l«oio d   /  iu -d,  they   A:.ually h: ve the basic infra- 
. ' ri.ci-i.ro f, r industri'-     • \ l-t,-.ont,  and, given certain incentives 
;-.<•:  ."i»;ort, car   . ruv; ; t  .icatior.s  f_r industries.    Further»  the 
'r,1 otri-.- heated in      :    ar  is,  even if s^sll, are not necessarily 
i • ak,  and  Ir net   suffer  f-       oy  social   handicaps as in developing 
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countries.    In these circumstances  srr.aU industry promotion can  prove 
to be an effective means for the dispersal of in< ustries  md the' 
development of so-called  "depressed areas",    p-jt  the   position in 
develoninr countries  is different.    There nay be a  V-sv "inlands" 
with the  necessary infrastructure  and growth  potential ir.  a ''evelorinf 
country and the choice kJf location is  limited  to these.     It '/ill 
often be uneconomical to induce  the location of s-all  industrien 
outside  these  "ir>lanr-s"  for  socio-economi c objectives  auch  aü 
dispersed rrrv/th of industries  or balanced regional development, 

17. Industrial estates have  -¡reved to be anonrr other things, 
an effective device for  --rovidinn the basic facilities and  services 
for the  development  of snail-scale industries in certain bnckvnrd 
areas.     The -rouping of industrial enterprises in an  estate rrikea it 
practical and economical to  provide    facilities such as power, water, 
transport, etc.    However,  even the loc-'tion of an in ustri-1 estate 
presumes the existence of certain basic facilities in the area 
concerned.    It will be uneconomical for the estate projects tu bear 
the entire cost of basic facilities and  services. 

III.    Services and Facilities for Snr»ll Industry development 

18. AS stated earlier,  small-sc:ile industries are in need of 
assistance in a variety of fields - financial, technical,  manorial, 
marketing, etc.    The experience of developing countries which have 
implemented programmes of assistance to small industries has clearly 
demonstrated the fact that, to be effective, assistance measures 
should be integrated.    There is very little advantage in providing 
good factory accommodation te a small industrialist in an indujtrial 
estate if he has no means of acquiring modern machinery and plant. 
Similarly, there is little advantage in providing credit facilities 
if the  small entrepreneur does not know efficient methods  of management. 
Very often the small entrepreneur may not even be aware of his own 
deficiencies and may be in need of diagnostic assistance to know wnere 

j   | he could improve,    Thu3, a development  programme for small  industries 
should include guidance and advice to the small entrepreneurs to 
identify their problems correctly and sustained assistance in various 
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 countries is the stimulation 
of entrepreneurship and an important objective of a development 
programme should, in such circumstances, be counselling and 
guidance leading to the establishment of new small-scale industries. 
The agencies for industrial development should seek out potential 
entrepreneurs from among all groups of people - university graduates, 

I 



i "(porter.;,   tr^dors,  -artisans,   bue i ne s e .en, vrorkers,   government 
affici a is,  -'te.  - ind try  to  stimulate their interest in industrial 
act, i vit i • ->• 

'(,.,     r.ho   • ••overnments  of developing countries  have to play the 
major r^L-  in devising ; roper programmes  for development of small- 
scale irdustriee and  siting  up suitable egoncies  for their 
rnnpie-Mentat ien.    The e/tent  of initiative and responsibility tr 
t <•   f,ik "   t*'- tir"   *overr ont   vould vary according to the  conditions 
. ni ci r-,i.' " t ;¡nc> s  in   - ch o< untry.     In most casen,   the  government 
1 'i    r     i ..J < •   t h'-    )i j roo.   n ibility for sponsoring and managing 
4       i f ir t -t .fi   ri3 fcr  .mil   mdustry development  since small entre- 
r       e-    on   , >rdly b    ex, „cted to take the initiative and organize 
.'if-i-lf   f'-ci iif iee,     Tn a  feu cases,   however,  it  may be adequate 

L   r t ht   fovf rti •• jii4   i'   trovi de- assistance to private  institutions  orto 
*r>e-s f F  in ' <  * ri allots sech as chambers of commerce,  associations 
fi'1 ^'rieb,  co-u crativoo,  etc.  for organizing certain services. 

ci, as  rn^ta <ce    ay t"  in th    form of grants or loans or of allowing 
t ,<   4,' of t   '   riciliti'm   JÎ government workshops,   laboratories,  etc« 
F   '   • v rt     ni     ay   1 .v,  t d.    the initiative in organizing certain 
' ici lit'.'j * ~JV  U'-'U tn?l   1'velopment,   for instance,   industri-1 
i   t.-'to, atd c r,ii   service  facilities,  and m-.bsequently transfer them 
to the -mnarvmont of privato groups  of industrialists. 

.'1,    In countries in the early stages of industrial development, 
(¡ovenmer.ts nay have to undertake not only the responsibility for 
sponsorship and eanagenent  oi industrial development agencies, but 
also to pi o'ide .advisory and other services free of charge to small 
industrialists,    ouch cervices are primarily intended for a class of 
people \iho are  net able te .-¡anage them on their ovm resources, 
although  they  eay be  'ib.lt- to meet the  cost of such  services and 
facilities 'iftor thy imvo acquired  sufficient strength and stability» 

t ^ p, 
'•'.    •' c* - :   M   ir-v i.rg   a-ainst  making advisory  services free  is 

tfi'. "    » »1 :  • • c   .t",,--  „iiduc-tries to ask for them indiscriminately 
'•tn;  U,". r I-•    ^lity    f t'e cervice.     The resources and staff of the 
oxtf-rsitn a,- e"i>.   are  li1 :f-^i  and the  services offered by them would 
lack  in     * M*y   \'.i  wpth  If tney were to meet every demand.    The 

• 'Kt c->;-,iv fi aranci- .      .1 : .   read treir services over too wide an area, 
ini th" nc»he -r.d >•     , r-  -nte of tne really deserving might often be 
'. rr„ n d,      r,  \.t >   >;•   r >ear;d,   the obligation to cay for the services, 
it   ir ar-*v''d,  "oil •     <r • tf •"-  ir, eetries more responsible and 
di.e-i* iraUry  in a i '   •- f »•   -, .ch services.    It would also make the 

•.* -   he ,;t iff -, r    r   . < >•   ii 1-   in the -litharge  of their duties, 

'n      he ,   are -t.,  •    -vr,     ay have seme validity only in 
e   ,'<•<>      *  ich h iv -     .w .. ^ . », . r t -r..£3S i_n industrial development, 

*   e  •,. • ",     -nich "        r  '      ,n„>r ovo 1.4 ed, there will be few 
' ï"'   I'   '-   1ski' •' '•      e-    •< rvices.    The   roblem in the-.e 
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countries will be primarily one of promotion of entre«ireneurship, 
and industrial development ag ncies will have to take the initiative 
and leadership in seeking cut potential entrepreneurs,    *s stated 
earlier, most of the existing snail industries may  be too backward 
and weak even tu identify their own problems and it will be the  duty 
of these agencies to visit  such units without waiting to be asked, 
and assist them in improving their efficiency.    The  obligation to 
pay for such services will discourage many small industries from 
petting the assistance they need and deserve, and may defeat acme 
of the objectives of the service.    It will, therefore, be advisable 
for such countries to make industrial extension services free far 
small industries» 




