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I. ORGAllIZATIOR OF THE llEETillG 

l. 'lhe Expert Group lleeting ot S..ll- and Medium-Scale Enterprises including 
Co-operatives for the Asian region vas held at llanila. Philippines. fro11 14 to 
17 llOvember 1988. 'lhe lleeting vas organized by UllIDO in co-operation with the 
DepU'blent of Trade and Industry and the Unbersity of the l'hilippines 
Iaatitute for S..ll-Scale Incluatries. 

2•~ 'lhe lleeting was opened by llr. Ceferino Folloaco. Under-Secretary. 
Deparblent of Trade ad Industry. who invited the participants to explore 
.....-traditional areas in ... 11- and lledi~cale enterprise develop.eat. 
~ the "new" and "innovative" approaches cited were: a systea of reserving 
ceJ"tain products for the exclusive -facture by ... 11- and lledimrscale 
eaterprises; the setting-up of c_,. service facilities in proac~ion as 
veil as in -rketing; strumlining of the 'bureaucracy. including 

- deceatralization .,,,es. to better facilitate entrepreaeurial initiatives. 
lk. Folloaco referred to .- of the .eaaures hing iapltmented by the 
Philippine Govenment to provide encouraae-at and incenti•es to the sector. 
lie informed-the partici,...ts that a llagna Carta for ... 11 enterprises was to 
IJe discussed in the Congress with the purpose of encouraging the ~erground 
ec-..y to surface and join the -instre- of economic actirities. 

3. 'lhe Director of the System of Consultations Division welcomed the 
participants OD behalf of the Director-General of URIDO. lie apprised the 
delegates of the primary objective of the Systea of Consultations programme 
which is to raise the share of developing countries in world industrial 
procluction through the pr090tioa of new fotwS of international co-operation 
based OD the analyses of the problems and potentials of specific industrial 
subsectors at the national and regional level. lie uaclerscored the conc~ra for 
... 11- and .ediua-scale enterprises as a breeding ground for unleashing latent 
entrepreneurial talent and as a critical constraint to the industrialization 
of devaloping countries. lie urged the participants to: (i) assess the 
effectiveness of aacro-econ011ic and institutional support policies to s .. 11-
aad 11ediua-scale enterprises in tetwS of creating a dynaaic entrepreneurial 
base for industrialization; (ii) anal1ze past experience concerning 
instruments used to prOllOte the sector and recCJllal!Dd the aost suitable foras 
of support assistance considering the v•rious stages of develoJ19ent; and 
(iii) identify the crucial constraints and considerations for proaotin& and 
developing an i4dustrial culture conducive to entrepreneurial developaent. 

Election of officers 

4. 'lbe followins officers were ~lected: 

Cbail'Mn: Joel Mari Yu (P1ailippine1), Assistant SecJ:etary, 
Deparc.ent of Trade and Industry 

Vice-Chairmn: T.D.J. Vitharana (Sri Lanka), Senior Assistant Secretary, 
Ministry of Industries and Scientific Affairs 

Rapporteur: .Mer A. A. Zaid (Ynen Arab Republi~), Manaaer, Saall 
Enterprise Unit, Industrial ifank of Yemen 
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!dopti.- of the yeada 

.5. The Meeting adopted the folloring agenda: 

- Openiac of the Meeting 
- The role of ... u- and medi..-scale enterprises in econa.ic develo,.ent 

and aplo,_t creation 
- Institutional iDfrutructure canduci"we to the pramotion of ... 11- aad 

medi--.cale enterprises 
- Industrial ext:easian services to pramote ... 11- and aedi..-scale 

enterprises 
- Financing of ... u- and -di..-scale enterprises 
- llarketing of ... u- and medi--.cale enterprises -

aubcoatracting/-tioaal·aa8 iaternatiom.l co-operation with other 
industries 

- llicro enterprises (infoEmal sector) - co-operatbres 
- Pr-.entatian of recc Metioas and their adoption •Y the lleetiac 
- Closure of the Meeting 

II. smllARY OF DISCUSSIOBS 

The role of ... 11- and medi..-scale enteqriaes in ec:oaamic development and 
e!plOJ!!!!t creation 

6. The Meeting uaclerlined the role of ... 11-aad aedi..-scale enterprises in 
_contributing to the achiewe.ent of national economic objectives. particularly 
in e.plo,.ent generation. eradication of poverty. redistribution of inco11e. 
reduction of regional malaacea. promotion of vertical integration. and in 
saving or aaraing of foreign exchange. S..11- and aedi..-acale enterprises 
prowided a bree~ing grovnd for the developRent of entrepreneurship which vas 
recognized to be a key factor for industrialization ia developing countries. 
The potentials of profitable investments vas continuously expanding as a 
result of econOllic growth and the on-going restructuring process in several 
deweloping countries. 

7. On the other h•nd. strateey aad policy formulation for the develo,....t of 
aall- and •di...-acale enterprises tended to be the result of broad 
perceptions of the role of those enterprises in econOllic develOpill!nt rather 
than of riaorous analysis apecifically focused on the sector. the Meeting 
recogni£ed the conceptual and definitional difficulties. but urged that 
iadustrial plaDDin& methodoloaie• and procedure• be devised to intearate 
... 11- and .. diam-scale enterprises with the owerall econoay in aeneral and 
the industrial sector in particular. In the view of some of tbe participants • 
.. cro-ecOD011ic policies hawe built-in biases towards larae-acale industries. 
particularly toward• the use of capital-intensive techaolosiea. There vaa a 
perceived need for coherent. consistent and equitable policy ... •urea as these 
varied vitb tbe size• of taraet aroupa. and for spellina out the C011pODeDts of 
policy to facilitate the access of ... 11- and .. diua-acale enterprise• to 
scarce econo11ic inputs. 

I. The lleecina exchanaed view• on some of those policy in1tl'Ullent1 u1ed to 
1timulate •mall- and .. diua-1cale enterprise participation in plan 
illple11entation au'h as the introduction of 110re effective incentive ay1te.,; 
the .. rket re1ervation of specific products for ... 11- and .. diu.-acal• 
enterpriH1; the provilion of a wide ranae of pr0110tional inn<Nationa 1uch ., 
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foster-father progr...es~/ and pu~lic investments in infrastructure and 
research aad develo,...t. the Meeting underlined that assistance -uures 
alaould hoe a fixed time-fr- since the ultimate ol>jective vu that s-n­
_.. mediua-~cale enterprises should attain self-reliance and viability. 
S..11- and medium-scale enterprises stocd to contribute ef ficieatlJ to 

· national ecoaomic ol>jectives if their ability to be responsive to the signals 
of the .. rket place vece developed as a result of the support aeasures 
~ended to thea. 

1-tibational infrutrucbare conducive to the promotion of wll- and 
!!!!fi....-scale ente!)?rises 

9. ...ed on tlae eaperieace of their countries, the delegates emphasised the 
aeetl for institutional .....,rt in tlae develo,_.t of ... 11- -d miedU.-.cale 
abrprises. It vu felt that at the early stage of development of the 
aeetor, tlae gove~t hu to play a catalytic role in providing tlae necessary 
ilaatitutional support. BolleYer, with tlae gra-.1 developaent of this sector, 
private initiatives by -y of institutioeal support froa federations, 
associations and co-oP.ratives could be sti ... lated to pla1 a more prominent 
role in tlae develo,.eat of the ... u- and miedi..-acale enterprise sector. '!be 
step of develo,.eat of dais sector vu identified as the deteraining factor 
as to whether there should be a single-vindov or -ltiple-vindov for 
institutional support. Vith the deYelo,.ent of the sector it would be 
necessary to establish specialized institutions for providing the required 
support services, thereby necessitating a .. 1tiple-vindov approach. It was 
also-pointed out that the support offered by the institutions should be 
promotional and not protective, since the latter does not help to bring about 
a sustained and healthy environment of ... 11- and miediua-scale enterprises. 

Industrial extension services to promote s .. 11- and mediua-scale enterprises 

10. The Meeting felt that integrated entrepreneurship development progr...es 
which include ca11prehensive extension services have a critical role to play in 
the development of the ... 11- and miediua-scale enterprise sector by creating 
r.n environment contributing to the arovth of the sector. Experience aained in 
tbiG area in various countries was discussed. It was also felt that 
institutes for trainina of trainers for entrepreneurship development 
proar...-es which exist in some developina countries should be utilized for 
traiaina of trainers fr.,. other countries, thus contributing to ecOllOlli.c 
co-operation amona developina countries. The lleetina eaphasized that UllIDO'• 
proar~• in this area should be intensified. 

11. The question of effectiveness in delivery of extension services in 
different countries vas also discussed at lenath. 'lbere va1 unanillity that at 
tbe initial 1ta1e of developmeat of tbe s .. 11- aad .. diam-scale enterprise 
aector, extension services and technical COllllOD facility services should 
initially be fully funded by cbe aovel'llllellt, but the •ub1idy could be reduced 
ewer ti•, and the private .. ctor as well as other non-aovel'lmeDtal 
initiati•e• be allowed to arov as the dndopment of the sector advances. 

!/ The fo•t•r-father proar .... has been de•eloped in Indonesia and aoe• 
beyond the nor11al •ubcontractina arran1 ... nt1 between larae- and 1118ll-1cale 
er,terpdH•· Ir. addition to the urket outlet, it offers ad•ice on 
technoloay, trainina, finance etc. to ... 11-1cale enterprise• on a lona-tera 

bHil. 
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12. The problea of rehabilitation of the ... 11- and aediua-scale enterprise 
sector eYoked considerable interest. lt vaa felt that eztenaion senice 
capabilities should be strengthened for effectiYe trouble-shooting and 
•cessary correctiYe -••urea with the Yiev to pre'VeDting the need for 
rehabilitation. It would be appropriate to strengthen 
U..titutionalcapabilities for carrying out diagnoetic studies to deteraine 
causes of poor utilization of capacity in the ... 11- and aediua-scale 
enterprise SeCtor. Based OD the findings of these studies. a package of 
te111edial -••urea could be deYeloped for rehabilitation. 

11-cin& of ... u- and medi..-,cale enterprise• 

lJ. llbst of the participants ezpresaed concern a1MNt the inadequate flow of 
fi.Mace to the ... 11- mad .ecli--scale enterprise sector. On account of the 
•ilfaer risks mad ...U.iatrati'ft costs imrel_. in leading to ... u- .-d 
-'i--scale enterprises. it vu felt that policy and operational••*•es 
..... ld be sought to illpra.re access of ... 11- and mediUll""'Scale enterprises to 
fi.ttmce. It vu also noted that experience of •- countries in setting up 
special financing iutituti8'18::-•uch as dnelopment banks or. financi~j.--_ -:: 
corporations for ... 11- aDd .edi..-acale enterprises• coupled with 1nstituting 
credit guarantee ache.es. had shOllD a reuonable measure of '11Ccess. 

14. The delegates strongly felt that iDDOYatiODS were required with regard to 
collaterals for loans to ... 11- and medium-scale enterprises. the practice of 
treating aHets like equi,_.t and factory building created out of loans as a 
collateral. through the syst• of supenised credit, should be increasingly 
adopted by the deYeloi-nt bankers who need to .,.,,. away froa their 
conservative attitude of harsh and rigor'"'8 colle!~rai practices. 

15. The participants also felt that in order to improve the flow of funds to 
... ii- and mediua-scale enterprises, the entrepreneur• should be given 
extension service support in identifying viable projects and preparing 
ballltable project reports. 

Marketing of ... 11- and 118diua-scale enterprises - subcontracting/national and 
international co-operation with other industries 

16. The Meeting stressed the illportance of policie1 and progr..... for 
strengthening in1titutional capabilitie• to a1aiat the small- and medimr-ar.ale 
enterprise sector in .. rketing. It was felt that the llOdernization of the 
sector with a view to illprovins quality. productivity and reducing coat• is 
crucial for videnin1 the size of domestic and export .. rketa. While 
recogaizin1 the role played by UBIDO, the participant• felt that the 
Orpnization'• global effortl ma1t continue. 

17. The participant• appreciated the role of subcontracting in the 
llOd•rnization of the ... 11- and 118diua-1cale enterprise •ector leading to the 
expansion of domestic and export .. rketl. 'rhe setting-up of subcontracting 
exchanges should take place at different level•. Regional and international 
•ubcNatracting h.,,e a va•t potential for the llOdernization of the sector. 
Appropriate policy and operational .. a1ure1 should be developed to create an 
eaYironment conducive to the growth of aubcontractin1. 

--
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-.t;~ enterprises <informal sector) - co-operatbes 

11. 'lbe Meeting appreciated that the role of the inff>r.al sector in e.ployment 
creation in developing countries vas increasingl7 recognised. However. it vas 
felt that integrated entrepreneurship deYelo,.ent ~ogra.illl!a vere needed to 
upgrade artisans and craft..en into viable industrial producers. 

19. 'lhe delegates expressed concern alHaut the ne~·for appn-priate training 
p~a1111es in different trades and activities in ~e informal seetor. It vas 
•ted that to a large extent financing of the i.nftrnlal sector was provided by 
private mone7 lenders and through other ....-;Uiatitutioaali~ed financial 
sources. thereby depriving it of its fair shairt of earnings. 

20. la this context the participants fel~ Chat ~ssociati~ qcl industrial 
c..,.peratives could act as institutionalized cbaluaeL• for th~ flowef fulias to 
. tile iaforaal sector. 'lbese institutioaa shot1ld also pr..Vide the re.a~~ 
npport to their __..rs in procuring rav_-L¢iala and .arketing assi.atance 
etc. 'lhe Meeting concluded ~t while g~en.ients ahor..ld offer policy support 
for the prcmotion of t:bis sector. the progr,... u such should be left to 
associations• co-operatives• nmr-govermaental alid private volunt.r, · 
organizations and other soeial ttoups.. -

III.· COHCLUSIOllS Ah'D ~TIOllS 
·=:~·-~ 

'lhe role of mil- and medium-scale enterprise~~in.e~oaomic development and 
!!plOJ!!Dt creation , -, 

21. 'lhe Meeting affirmed the important role and s~•-~antial contribution of 
... 11- and medimm-scale enterprises to the achiev~ of national. econc>.aic 
and social objectives aiaed at the creation of ea.;io,.ent opportunities, 
redistribution of incomes, eliaination of p09erty,_red%~~•in3 recional 
iabalances and promotion of intersectoral and intra-iDill:•try linkages. 
Sustained economic develo,.ent required a:•trcni& en~~cneurial base to 
overcome current probl ... and to face future challenP.a..flTisina out of 
technological advances influencing patterns of produe~;?n anc. trade • 

.. 

22. Strategiea and policies should be tailored to the sJle~i~fic needs of nall­
and medium-scale enterprise• to allow these enterprises io play their as1igned 
role in economic develo,.ent. Plannin& .. ~hodolo1ie1 and practices were 
1enerally deficient in directly addressinl this i•sue, tbu~.h .. perin&_the 
traslation of broad policy pronouncement• into operationAli_nstruments. Tne 
coherence of .. cro-econoaic policie1 with promotional measure$ in ... 11- and 
88di...-scale enterprises va1 vital for creatin& an enviroa11ent. in which ... 11-
and •di...-scale enterprises could thrive. 'Ibis would also brina 1Jbout·a aach 
aeeded transparency in the scope, liait aad ti.lie-fr ... of 1upport measures, 
the taraet 1roup1 for which they are intended to serve, and the resp•ctiv• 
responsibilities and functions of the public authoritie1 and priv.ce crouptt-. 

23. A small- and .. di...-1cale enterprise-specific policy for11Ulation in the 
macro-economic content is a110 basic to 1trikin1 an even balance bet~•en 
equity and efficiency consideration1. 

24. 'lhe Meetina rec0111ended that: 

(a) Current planning procedures and practices, which in tel'llB of analysis 
and policy prescription aenerally focuHd on production and allocation of 

1carce re1ource1 to overcome broadly-defined constraints, should introduce 



- 7 -

methodologies which could help formulate ... 11- .ad medi..-acale 
enterprise-specific strategies .ad policies as well as tatgets; 

(b) Planners .ad polic,-..kers should devote effort• to elaborate 
coaceptual and definitioaal issues to facilitate analysis and formulation of 
aasistance measures specific to the target groups in the ... 11- .ad 
. ..etli..-scale enterprise spectnm; 

(c) Criteria should he established to foster a common understanding and 
•read coaaenaus of what constitutes a ... u- and medi.--.cale enterprise in 
deYelopiDg countries to facilitate international COllparison .ad international 
co-operation. 

(d) Support .easures should •e conaiatent vith the. specifi.c target groups 
addressed. the specific s~ted policy ohjectiye aad werall -cromeccmamic 
policy. Such support ... .ure. should hllft a specified tU.-fr- to foster an 
~t of efficiency canducive to stmlatini·· a dynaic supply of 
eatrepreneu~s; 

(e) llechani- and procedures should he introduced where they do not 
exist or streamlined where such are already in place to traaalate broad 
sectoral objectives into operational guidelines together with the inct=ative 
.easures offered to stimulate the timely entry of ... 11- and medi~scale 
eaterprises; · 

(f) Internatioual co-operation should be sought vith regard to exchange 
of experience in plan and policy formulation and plan iaplementation; 
incentive systems; .. r'!tet information to atillulate specialization and 
C011plemeatarity; sources of financing; and .upply of technology and capital 
equi,..nt; 

(g) Universities and ecoDOllic research institutions should create 
departments which cater specifically for the develo.,..mt of policy issues of 
... 11- and mediua-scale enterprises and 80Ditor their perf or1111nce in the 
context of evolving patterns of national and international ecollOllic 
relationships. 

InstitutiOD.11 infrastructure conducive to the pr0110tion of 911flll-~a_qd 
11ediua-scale enterprises 

25. The Meeting recoanized the critical importance of institutional 
infra1tructure in creatin1 an envirOllllellt leading to tbe srovtb of ... 11- and 
.. diua-ecale enterpri1e1. Accordinsly, it reeo111ended that: 

(a) At tbe early •tase of d.,,ela,..nt of the ... 11- and 11edi...-scale 
enterprise sector tbe soverlllleDt should play a catalytic role, but private 
sector and other non-10Ye1'1111811tal initiatives •bould be allowed to srov aiad 
prnide institutional support after a cert•in stap of d.,,elop11ent bu been 
reached. -. 

(b) The desree of tbe cleYeloiweat of the ... 11- and .. di...-scale 
enterpri•e sector mu•t be the deterainins factor for tbe issue whether Chere 
•hould be a 1in1le or multiple-viaclow for institutional support. In reachins 
a hiper level, sped.alised iutitution• would be required for the develo,.nt 
of the 1actor. 

(c) In•titutional support ... 1ures co be provided co ... 11- and 
.. dium-scale e1tterpri•'• •hould be prOllOtional rather Chan protective. Thi• 



- 8 -

would lead to a steady development of the s .. 11- and aecliua-scale enterprise 
aector. 

l~atrial extension service to prC111Dte s .. 11- and .ediua-scale enterprises 

26. While appreciating the important role of integrated entrepreneurship 
41evelo,..P.t progr._s. including cmprehenaift eztenaion aenices. as an 
iaatnment for reaching individual ... ll- and .ediua-scale enterprises. the 
lleeting recom.nded that: 

(a) Vays ad .eans should be continuously sought to i.aprove the 
effectiveness of integrated entrepreneurship develo,.ent progr._s in the 
deli'ftr7 of Qteuion serrices to ... ll- and aecli--ecale eaterprises. 

!•> Initially• ezteuioa services and other technical ca m facility 
"' aenlces need to be fully fundetl •Y the 199e~nt. IMat the sultsidy could be 
~ ewer ti.me. and the private aector as well as other aon-goverwntal 
initiatives be allowed to grow as the sector develops. 

(c) Inatitutional capabilities should be strengthened to enable 
trouble-shooting for evolving necessary corrective measures. thus preventing 
the need for rehabilitation. lnatitutions should also be equipped with the 
expertise to elaborate a package of rehabilitation measures based on a proper 
analysis of the situation. 

Fi.nancin& of s .. 11- and medium-scale enterprises 

27. Boting the fact that the flow of funds to ... 11- and -di..-scale 
enterprises is inadequate on account of higher aclllinistrative costs and 
perceived higher risks in lending, delays in the appraisal of projects and 
disbursement of loans, the Meeting rec01mended that: 

(a) Policy and operational measures be developed to iaprove the access of 
... 11- and -diam-scale enterprises to inatitutional finance; 

(b) Depending upon the requirements of a country, either a special unit 
should be located in the financial inatitution for the appraisal of projects 
and disbursement of loan• to s•ll- and •di..-sc:ale enterprise• or, if need 
be, even a separate financial inatitution could be created. 

(c) Credit paarantee schemes should be instituted to tackle the problea 
of perceived biaher risk in leading to ... 11- and .. di...-scale enterprises. 

(d) Effective extension service support should be p~ovided to ... 11- and 
llediull-scale enterprises in identifyins vLlble project• and fo&"11Ulatin1 
bankal>le project reports. 

(e) Innovations are required reaardins collaterals in view of the 
preYailins practice of insistins on a hisher value of collateral which is one 
of the .. ;or reasons for a poor flow of funds to ... 11- and lledi...-scale 
eaterprbee. 

eubcontractin national and 

28. While underlinins the importance of policie~ and prosra ... • for 
stren1thenin1 institutional capabilitie• to aHi,•t ... 11- and •diu.-scale 
encnprisH in tbeir •rketins efforts, it was recopi&ed that modernisation 
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_of the sector with a view to improving productivity and quality and reducing 
coats is crucial for widening the dcmestic and export -rltet. therefore. the 
lleeting rec~ded that: 

(a) the progr-..e of enterprise-to-enterprise co-operation among s .. 11-
and mediu.-scale enterprises (both in the Borth-South and South-South context) 
alaould be intensified. 

(b) Appropri•te policy and operatioasl measures should be developed to 
create an envirmment conducive to subcontracting. Dais would include the 
setting-Up of subcontracting ezchanges at different levels. •ince regional and 
international subcontracting have a vut potential for the mdernization of 
the s .. 11- and Mtli~scale enterprise sector. 

(c) Subcontracting should be viewed as a long-tera relationship so that 
••atinued technological • ....agerial and financial support to ... 11- and 

~ _.i--.cale enterprises •Y the large industry easure steady mderaization of 
the sector. 

lliJ:ro enterprises (informal sector) - co-operatives 

c2t. While noting with satisfaction that the infoEmal sector is being 
increasingly accorded a .ore important role in eaployaeat creation. the 
lfeeting rec0111ended that: 

(a) Appropriate entrepreneurial developaent training and coaprehensive 
support service prograwmes should be taken up to urgrade the •icro enterprises 
into viable, independent industrial producers. 

(b) Indu2trial co-operatives and other associations should act as 
institutionalized channels for disbursing aini loans on guarantees vbich the 
informal sector can afford to provide. 

30. On the basis of the above conclusions and rec0111endations, the Meeting 
rec0111ended that the following possible issues be considered• 

'Issue 1: EDYir01111ent conducive to sustained growth of ... 11- and 
aediu.-scale enterprises 

- Strate17 and policy foraulation 
- Linkases between aacro-econo11tic policy and promotional aeasures 
- Pl•nnins aethodoloey and procedures specific to ... 11- and 

aediua-scale enterprises in facilitatins their participation 
in pre-defined areas and foraulatins appropriate incentive 
aeasures 

- roraulatins and iapl ..... tins intesrated entrepreneurship 
develop11eDt prosr .... • 

Issue 2: Productivity improvwnt 

- Institutional infrastructure and extension services 
- Transfer and develo,....t of technolosy for small- and 
.. diua-scale enterprises 

- Jfarketins for ... 11- and .. di...-scale enterpri1es and quality 
illprovaent 

- rrosr.... of enterprise-to-enterpri1e co-operation 
- rrosr .... of subcontractins 
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Issue 3: Financing of emall- and lleclium-scale enterprises 

- Policy and operational .easures to illprove access to 
institutional finance 

- EffectiYe implementation of lending policies 
- Ia1l0'9ations in collateral require11e&ts 

IV. CI.OSUU OF 'DIE llEE'l'DIG 

31. After the adoption of the conclusions and recCJmlelldationa hy the lleeting. 
_ the Vice-Chairman thanked the participants for their acti•e and enthusiastic 

contributions to the discussions. In .his concluding r ... r1ts. the Director of 
the'-.$Jst- of Ceasultations Division expresad his appreciation to the 
U..rnment of the Philippines. and especially to the Depart.eat of Trade and 
l.._try and the Vai•ersity of the Philippines Institute for S..11-Scale 
Iath.atries. for haying p1-cwided excellent support in the organisation of the 
lleeting. as well as to the participants for the great interest shovn in the 
actiYities of the Systea of ConSultations Division. 
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