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Seall-Scale gndustrtallcntiqn'

4 hev pergpertive on urban amployment policige,

Tntroduction

This papur contains o summary of the Lindingg of a8 Pollcy Vorkshup held at
the Inztitute of 5ocial Studies The Hague, The Nethorlands, fron May 11 .
Jiiivg 3, 1987, Tie Luvus VU Un wlidley o ply IudualLlul:zuliuu pllciey [y
tha  canrayr oy Thicd Yny 1y uibaniuwat iy, g, Voay tewnas (h. rn11nuln3 werm
listed tor closw analysis; small-geple uanutaccuring and yrban nployment;
tha narcn{ry At the -up11_u9nggr rn L AAL T PPN snd aantiihneg th o Avnam{a
dnvnlnpmnnrnl processy Atraragie ETTIT Y ralacad 1L snh-nnarnru, reginona and
forms of CWnership; aspects ¢f instituticnal ATTANZARCNLS end Of agnor
polficies,

Tide Zurmag wosured el i snalyvly would Colsuniiaie un miciye g muyL o=
policios, Perhapg the bromotion of small-szealas induotyrial netivities hag
until nov been tep Buch domingped by a preject SPProsch and by the creution
of 1institutiongl syevems to deliver Aotintance, "Irg evalustion however 1is
beinging aboue §eRtor avareness chyt Projects can nat substitute far
poligies. Roch are ueckazary and CORPIEARRINIY*.  And the brochiure of ia-
vitatian :abscqu:a:!y 2i3ted: ML may BCispcanive tharelosrs, 4a dcuoneial ea
3

haRe gyl ~3culy Siviptingy elilcivii  wa ‘uienial cunpuugnt of the

iudunitinl!uuulun PLOoeasn.  Ruwn iy ihiiy Iight, Iis Promti dua becomen o Ruy
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d:?alﬂpﬂ=ﬂt {33ua and  the Veiduua linknlun will wiwd J um wid 7ILUU iudu.ihy
and  vith ather 83peciy of national nd regional Sevelopzent policies berone
Critical elementy to be takea into aceounch,

The Vorkuhop consisred of thiag Stages. During the [irst atage repra-
ocntatives from 9 countriey - borh frep Fesaarch dnstityrag dnd governmantal
organizationy - 0nalyzed ogeg study materials vith the aim of gaining in-

cighte 4n  rha fecnay thar 410y bava bean Yieved; euantin)ieea

gyl

2 in diffapens
Flaldy, ana eocintad wivy intetnatinnal Stganizationg ag woll 22 rosgar-h

Ingesentiony Also  taab PaXt In thie round »f teg3iong, Then, op the hawipg

87 resuizs SElainsd 35 ing Litat Slagc, amais BYCULY Vkia Iormos to «lldy-
late the poliey analysfs in a &%0graphical gctting: agia, Africa and Latin
Ametica, The policy cuitclusiong of t)ya boeonu stage then ve-s preagnted 1o
80 In<ernationg] Scﬁinar - the ixap atage - in vhieh {n Particular repra-
seniatives of internatianal organizations which s:q involved vith gma-

scaleg industrializatio, Project taok part,

Tha  fivxs PAVE ol thia vestothicen e wd i) vieultop gf 4 SomBd 21 ng
8tatement which yas prepared by » 8roup of partieipants tovacdy the clusing
session of he Intarnational Seninar) the second part summarises some high-
Itghts of (he Case  atudiyw: Indonmsig, India, Pakistan, Beypr, Kenya,
Nigaria, Pury ang Calanhia, Yugaslavia and Rpa{n.



. 39 A0
e , $TIS Npgsd rha
35,24, 38 8939 0 wr
CTUE)9S.24." 3

FROM WRLOBNK WASH 4773431

-

ZarT I A Policy Statement

It may ot be inapyroprigty to bugin by delineating the acope uf the
vorkshap. The fenerel  mubject vas gmall.genle indnatrilltzctiun and the
Bain  emphasiy on - poliecy. Sinee, hovever, Policy canngt be profuyely dis.
DUIETTEN S S P, e Loveentus §ium nf i --puv:nuvuu, Bisdani lume wipd
Perspective, the latier also lormed an important pare g the discussiony,
Secund, g iarge parc of (ha Bmail -acale induecciai eNterprizey iy 8 par¢ o2

the  dngamust tScter. The infapma? “TSIST howevor zlsg includes a pusher .14
wdter e dandugta 1ol suiiviidos thgemazw! Ly, DY LA LR O P I )
. . . . 1)

itade, tediauioniy, iy HUuBER, iy Tiesw woyg wacivied; pa Uie swupy

vas rusvcicted (o industrial retfvities.

Third, the vord industey g3 yyed loosely and bears 4 meaning depending upon
the  sontexe. To  illugtrage, the International Standacd Indusery
Clagsification use the ctermp induscry broadly to danoce ay activity .
agricul ture, mining, manufacturing, Conatruction, trade, intrlltrucrurl.
services, etc, In the context ot the vorkshop it vay veed to refer to the
second and the third digit activities of that olagasificacion ladelled oy
PARUTACTUEING,  whici, {h2inde Proceszing und reppirx.,  The varkshop wau
tustiicted ty Liduoley fn ()i, haliuy senge.

Pour th, omall-scale {ndystries really refer to smallesized industrial unite,
»ithout going inte the Specifics of che 8ppropriaie critepip and appiuprinie
Quantitetive 1imite of mallnesy, ya MRY  #uy that ve {nvendad tq cnvar
small-gized unjte, varying all the vay from tiny, cultage, househyld unita
to amall-scale votkshupu.  During the discussiong, hovever, the erycial
IMRATPanre Af the anra RAdsrn iinite Anme "N etranelv, ax in rtha 1ane rin tha
vonlailitivie ol e vouiol o development YeEinds uipua suliending in srgna.

forming {tz0lf inen o mose eftictlant, mopo madacn production systen,
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1. The $8N Sector In_the Development Prucess

The BN Fector in IDCY has developed n the context of a diéfiqule in-
dustrialization Process vhere {mport aubstitution ftrategies hgve condiyced
' an unbalanced sectoral cowpositipn angd considerabls biag tovards large
scale. capital inrteneive produstion mathada Yot, tha spall ssede seiter
constitutes o oignificane part of chi, strueture, and there are ntrong
feasont to believe that it w113 ¢ontinug to be a0 iy the tuture, Lmgll
Scale  production Aethods wre not o trenaient phenomena nor a «imply anavey
tu  poverty problems. They ate impo-tant {n theaselves and have a raly (o
P18y in A numper of branches and/or kofioana,

Small scate industrial ntarprises havg o tpacial appesl {n the countrian of
this vorkshop's conearn for a varigty of reReons, They are knoyn to amploy
more labour, and produce {n Rany canves mope tutput por unft of capital in
Telation g large induacrial Snierpriscy, Thege teatures arq yp line with
the factor andovments of these countriey - narely abundangs of labuvur and
Bearcity of capital,

Ctten, the exlsting heritage of ills and equipnentg snbodied {n the
vorkers ami their vorkshopg can be Rugmanted and be made more effiefent by
upgradation g¢ thelr techniques of production without neRking thea unduly
la:ige.

Being vcattered, they may help gervg the ohjeatives of ragional developmant
policies, Baing more Nimeroue, they ara an {mportant vehiale of spteading
ontreptenourlhip. r(nk-buarlng Activitias, independent dectlen-making
centres and technology, more videly among (L Population in vhe country,

They, thus, help subserve the objectives of Industrial and sconomic groveh
and wocial objautives {n a vay not many oller Activities are likely to do.
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Two further tlarificaciong kay ba sdded hers, Pirst, the promotion of smal)
gcale industrial enierprises {g pnot the only way to subserve these
odjectivesy, Thers airo other activitiey and other ingtrumenty 88 vell and
they cannot be neglected. Second, it {4 not suggested that gagll industry
promotion paliey weyld subrerve all of these nhjsctivey siuultaneously,
They Zay sprve S03e and may by counterproductive to others, But guch trnde-
offy are therc in all Policy !smyex,

Seall-nioule industiinlization fs an importunt meang of Promoting varioyy
Anciv-eeonemic chjectives, ang in most caseg fay turn out to be a vorkadle
and  occeprably half-vay compronise betvaen the tvu axtremes of sroveh and
eficiency withour much concern for moeigl] objectivea, and of social ohjeca
tives withgut mug} ooncern far geowth and etfictency,

Rppreciated, Vhile the Hmitactiong described adova Nartov the scope, they
have also helped 4n sharpening the tocus on the lesues of ralevance to
imall-srgle {ndusrcialigurion,

2, The Hc;oro‘gncltx of the Seetor

Poliey enalys{s and the formulation of polieies for the omall scale manyfae.
turing xector {5 made More complex by i{ts fnternal 1trong differenciation,

The omall gcalse manufacruring gector {4 &5 heterogwnecus ag the vhole in-
ARerial  maprap, Ride Ny aida with mnra antarn fastnrealik, induatring

firns, o gigeadle conglomerate of wneller unitn exists, exhibliing difteren:
degrees of ‘Informality’.

During the discusgion, hovaver, the arucial {aportance of the Rodern sanll.
Scale sector come UD Rtrongly, ag §t wag thought that econgmic developrent
in the long. pun depunded trongly on the importauce assigned to this sector,


http:TUE)05.24

< - M3 r
(TUE)9S.24.788 891971 * F

FROM WRLDBNK WRASH 4778451

But  the 'luformals iabaluctuglig undts wlyo “hv wzpeciully fuportant, siney
they often garve torial obiectives and may also have the potentisl to grow
in the long run. The latter unite ray fall {ngo two categoriesi

Civen  thts divspgiey and  Nstsicqsndty Ners 43 47313 room for g gomesaa
uniforn policy, 4 Strong  conclusion of the vorkshop vag ehae under tha
umhralle ¢ Sanurel nAaliay mearirar  emd  wffantiun (natitintinnat *weren
kaarar- and region-snacifia molician are ronquizad,

Policy packages and inatitutional Instruments will dietq, ond vill have to
he rarafully daciunad in anch raye,
Naveitlalazs, Haliattaznz an tha cnnvladga of oha sub-gectars and eheds
future progpects meke 1t difficuly ayp thia tize 208 moint eut clearly asuch g
Uilfetenifuted piicy uelenimtdug. toiine ruwledgu in Leyudsad aind peiliaps

¢ar the nomany ar laqyr a tAIBrANt und Arantiyvam anprnech (8 nppded,

3. Labour Earningy and 1abaur Condit!an.

The problean of the tirms do not exhaust the congiderations vhich vill have
te be 1aken intg Accuuntt  the specific needs of target groups, and spe-
2ially  women amang  them, who sve navmally s¢sluded fzom o morm anrive and
productive parvlcipation in economic and political life, should alge have 4
bearing in policy formulacion,

It has been noted that policy discusstong op snall-scale penufacturing cend
to  over-emphasizy the  quantitative asparcts of gmployment creation,
Qualitative dimennions  auch KR the meaning of taployment and the leval of
eorninga  muac be $§ivun mora atteastion. rp Rartizular one mpy think hare nt
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the number of working hours, cond{tiunn 0f health and ocsupetionul sefery,
of the rolu vhich youth employment playa through kpprenticeship schemes and
the gonsequencur of femalc vork foc the total vorkload of vosen. An active
policy luterest 4n tha vorking conditions a4y be foatcred if research and
monltoring programmeg devote more atienrien to this than is the practice
till nov in mont countrics,

4. MacTo ceonomic Environment and Supporl Policies

4.1  Regarding the relation betvoen macro-economie environmant and support
policies the fol?owlng Key issues vmerged 4in the discussions, Support
policias can Play an  impo:tantg role {n the form of apecialized financia)
inatitutions, interost rate policy, infin-strueryral tacilitlies, training
elc., in fnfluencing the supply side faclng the amail sector.

But an  the ather hand, income distridution polictlen, policies sdvocuted by
donot countries and International organiratiens, the devalopnent of regtonal
and  {nternational markets as vell a3z the grovth of egricultu-al and in-
dustrlal gectors, play en {mportsnt role in influencing the demand for
products of small enterprises,

Support policies aimed at develeping the sector have te be seen thersfors in
the perspective of the Racro-econamic enviranment {n vhich the small-scale
$actor opevetes. They can Play only a limited cole L£ che macro-economi ¢
setring {8 not conducive to the development of tha small-seale sector.

Beth, the $nternsl a= vell a9 the external factors vhizh shape the macro-
eronomis  environment negead to be lookud into. Among the internal factors,
oligopoliatic market dtructures, regional patrerns of industriad{cations as
vell au the tendency of roncentratien of Anterprices around meciupolqtan
centres, are of grert importance. The pztterns of income distribution
affeet the demand for it» products, The legal fiamevork hampere in many
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casms the requirsd transtormatinn of small {nformal enterprises into lprger
more sodern ones.

4.2 Srall firms, using vage lxbour, up to ten, vhich dua Lo their lavel of
capital accumulation, marketing relstions and technology, correapond
atrietly tn encerprise units are ofta; called "nicroeenterprises”. Thase
units arw very impertant in developing countries because of thelr econtribu-
tion to the Gross National Produet, the innovative technologlcal methods
they wumre, their labour intensity, and becuuss many times they ate the basis

from vhieh formal omall srale units emerge.

A main problam that small scale induvtrislization policies vill have to faca
ralatas to the necessary future tranaformation of the infarmal unity. Tho
cvideacs seems 10 suggest that a sjgnificant proputtion Einds this process
quita diffifeulr.  Yat, failura {n rhis respect {avolves very otten thai:
elimination, or permanent dependence upon support policies to survive.

The amall-scale industries of the forma) sectar are compoaad alwo of u
variety of sub-groups vhich behave ditterontly, The orgunization and tho
problems faced by the owner of a tifteen-vorkers shop, for example, ace not
necessarily the same as those Eaced by an untraprencur of an eighty-varkers

firm in the metal-vorking sub-sector.

The heterpgeneity of the 8mall Serale Hanufaeturing Sector does not only
refer 10 the internal characceriotics of the firma. It alsu refers to their
forms of relationship vith the market (sectoral articulation) and their role
wvithin the capital acrcomulation prooass a3 A& vhole (aacroeconomic
articulation),

Spacific forms of articularion offer dittorent potentials and generace
particular constraincs for develapment.
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Prom & diffecant point of viev, the 33M {n less developing countries cansist
primarily of a large number of small tirms vhich operate within domesese
markets (local, rogional, national), producing mainly non durable goods
(fond, garments, footvear, voodan furniture). But gmall tirme {ntegrated
into more complex productive proassucy through subcontrscting and par-
ticipating in exports, though atill incipient, are beginning to omerge,

4.3 In the externn! sphare it waa recognized that rewtrictive trade
policies of daveloped countsies could constzuln the furcher expansion aof
smal)  export-oricnted industries. Structural adjustment policies advoratad
by aid giving ageicies may have 3 regressive impact upon small enterpriaes,
and aspecially those which menufacture vage gnody,

The policies of ald glving agencies have a strong Impact in delermining the
otientution of suppore policies, and at timus thay are not teally {n con-
formity vith the real needs of small entarpridea,

Buppare policies aimcd at developing the amall-gealo nanufaeturing units ren
be discusscd with reference to the quention of extending credit gt gub
8idised or nmarkmt rates, acoegaibility to rredit and of finaneing smpll
enterprises through spacialized or existing commercial banka, The cage uf
technical asgistance has to the rasolved vith reference to government and
Ron-government ouiganizations apd the quastion of marketing muse be taken as
& central probler, ‘The selection of policy ingtrumentg and their varinms
combinations will depend on the sector, eountry, a4 vall an the objectives
that are to be met,

Disguaedona thraughout the vorkshop brought about some degree of consengys
about the range of secvices to be Providad to firmg. Special importance waa
attached to base the design wund implementgation of such services upun the
concrate characterixtics of {ndustrigl units to he promated, end the social
and  economic  anvirenmant in vAich they operste. These or similar
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mathodologies ean prove effective for the poliey differentintion advecated
sarlier,

5. S8rall Industrial{gatien Poliius mnd Vrban Regional Development

Lncocporating regionsl dimensions to swull scale {ndustrialization pnlicies,
invelved threc matn aspects:

1) The rreation of new smployuent and ingome opportunities should be con-
sidored also from the peint of viev of their {mpact upon tha apatial
pattarn of urbanization, und the evolutlon of inter- and intra-regional
diapar{ties.

1) 68X participunts require flexibility i{n order to sccomodate to variations
on regional gocio cconomie $tructurey, Aaince not all thw reglong {n a
country may have the sune porantial for the devalopmenc of guall scale
industrias.

3) The {ntesration nf prograskes vithin locnl and regional processes, ro-
quirea a regionally deceatralized orgenisrcion.

Kany argunents  <eanm to jugtify the need for an expliedt rogional approach
and a regiunally deconcentrated policy Impimmentation system, "Only in such
circunstances, the application of the poltey veuld abtain the flexidility
required to adjuat itself and focus upon specific "migging factors®,

Considerabla sttention vas paid to the eventusl rnle of SSH palicies in
rural regions. A genqgralized viev vas that thera 18 & significane atope for
seall  smemdo  industrial units 4n this particular kind of regionsl
environment,

Nevertheless, tha nesd to attain a carefyl Integration bdetvaen the agricul-
tutal and netional gmall acale industxlalisation policies vau ntressad. In
most casey the industrial sgacror of rural regions supplies loesal dumandg
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darived from the {ncome grovth in the rural ecunomy, and thera (s a poten.
tial therc for furthac grovth,

Neve: theless it vas also agread that {n the long run the industrial develop.
sent of rural rsgions dependa upon  the capacity of thelr industrieg te
participmte in national markets. National industrial and magroaconomic
policias have played a role in  the perxigcenca of labour intensive in-
dustties in metropolitan centres uy vell as reducing the pussibilicics for
reglonal deconcentration.

From the point of viev of the industrial firms {n rural regiong, a success-
ful Integration {nte natinnal markets requires the emergonce of small scale
produation systanms cepable to attain the economies of seale required for
efficient mansgurial and markellng systems, In general theccfaore, a broad
approuch, not restricted 1o a FUppPly orientad policy, but exphegising dvoand
generution and lmproving the cesnomic environwent of ymall scalm productien
units in these regions is advocaiud.

6. Ingtitutional Pramevcrk

A numbet of L{gaues energed regardicg the importance of building an fuscity.
tional frawework for better {mplementation of policiay aimed at supporting
the wmall industry mector. There was a consansus that the government ef-
forts need to he complemented by NGO assistance and the local consultancg,
Hut ainer the provizion of tachaica' and other kinda of avulstance to the
amal)  enterprisey is a highly epecialiged functlun, the need for {nternae
tional aid agen:lus gnd doner countriey to dasign training prugrammgg for
this purpuse wag 2120 stressad.

An igoue of vide concern has bdean the nature of the delivory system.  Should
*here be a foeyy on spacialised institutions or an ona-vindov eupply of
services? And also, vhat are the guidelines by vhich & national policy
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suppert agancy {v 1o bs designed’ And next, should the emphasie fall on
fnsedtution bullding at the national or at the local levely

The question of a lack of coordination betvaan denor agencies and countries
as vall 29 betvean donors and recipient governments vas highlighted. The
problem of delivery asystems not baing able to reach the tsrget group of
amall entrepreneuss wag also discussed. The necd for entrepreneurs to
otganise chameelvas not only into cooperatives for buying rav marerials and
selling products in an attempr to {ncrease their market povar, but also to
increase their veight ¢n the political and social strusture vas emphasized.
These inetitutional aspects of an Innovative natuce are to be explared {n a
systematie approach.

Lastly, rescerch must be glven nev sttention. This applias to technical “R
and D", as wvell as t0 soclo-cconpmic monitoring., Tha promotion of smell
industrial davelopment requires a ennducive anvironment of which autonomous
and indepandent universities and regearch inatitytions are an {ntegral pary.
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Part IIy A Cese Ruudy Perspuctive

A, The Asiun Experiance

In each of the three Asian count:ies viich vete examined in detail the
smsll acale industyy phenomenon {g proxinent in various dimenvions, The
least one may ctate, iy that from o policy perspuctive {n each of these
threa countries omall-scale industry raceiver a high prlority. The Indian
case etands out for 1he comprehensive nature of ita palicy packewe: in
Pakiotan  the supply.oricnted infrastryctural policiey have bBeen wall
developad - and thus may be ausessed precisely as for merits and disede
vantages -y and {2 Induiesia the innovative credit schemes of i) past yesrs
have gained a reputation for theiy far-reaching impagt on the structure of
the induserialization process ard thy tole which small enterprisus and
cottage industry play in the transfowvmation vhich the ’economy’ eontinuously
i3 undrrgoing,

Bven mare tmportent, in wach of thaze three esuntries amallegcule Induaccy
has assumed a  dyngaie and at times contzoversial - position i{n the
processay of grovth and development. Let up summarize this statement by
pointing at the quautitative date vhich indicate that small-arale ¢ndustcy -
by vhatever definftion - till now has played an imporeant role in the trans-
formatfon of wconcale sicuctursy. The record of grovth of valum added, of
employment crearion, of fostering entreprenenvshipy reveals o otrong
perforaance. An incroasing concern s found with rcapcer to aspects of
productivity wvhich generully iy guch tha: the value added vhich is being
ganerated permity vary lov carnings and leaves hardly =copa tor’.ccumulntlon
and profitable investments.

The Indin rase rell1o shaut tha potanedsl of omall noale induseey 40 a vary
t M '

large —paredy mpsbacead  mochar, W Soh Emilledlale ludueley “pruduces
over JUU0 items. It has emerged 4# a major supplier of rass consumption

goods like lesther or leather goods, bicyrls parts, plastic and rubber
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200ds, rvesdy-made gurmants, shcct-metal gouds, wctacionery goods, soap,
detergents, ats, etc." (8.R. MHashim and 8.8, Ahluvalia, p. 4). Rapid
progress in termn of ¢reation of opportuntities for part-time and full-time
cwployment, in tarms cf the number of unlts and the range 0f produation, and
even  in exXport earnings have heen recozded in recent yeara. Yat, Sandasara
adopts a very cautious position vhon he raises the quuwtiont "Mow does one
explein the survival of gagll industry?®, aud, subsaquently, highlighta as a
=aln p2ins Of folly, asvexsmenc with the tolloving: "The case for prefeten-
tial treatment to small Industry by the State vix-i-vig large industry in a
labour-abundant, esapital-scarce country in generaliy made out on eonsidera.
tiong that it Inhwrss  capital-saving  and employment-promoting
tharacteristics in relation to income and capicsl respectivaly, The fin-
dinga of cthe empirtcal evidence cast doubt on these propositicna, so that
the foundations of the protectionist policy stand veakened. True, rthe
evidenew suffery (rom several limitationn, but tt im unlikely that these
Yimitationy would wask avay completely the doubts raised by it." (J.C.

Sandegara, p. 31),

These 1vo quotations indicate tlie complexity of assessing the zmall-scale
industr{al performance §n 1tgedt, but also shov chat no 2imple poliey
prescriptions ere available, (18, namely, already {n the context of this
warw - chich heg gained such a wide international tame - thege dewply prob-
“NR questions are ruised, wvhat is the situation in vthar cases vhere doth
the phenomenon irself and policies are lews articulated. The available
evidence beging to suggest that "amallnass® by itoclf implies same strice
tural venknesses.  Por instance, costs of production tend to by rolatively
high, labour-lutensity is rot alvays dive:tly rorrelated vith pigc, produc-
tivity records - mogtly in terms of enploymant  compare unfavourably in
small enterprises vis-a-vis large oncs. But alao, {n terms of sapital ane
finds comiroverslial evidanza vhich Implies cthat capital productivity In
oyl i Qnterpirises is not aivays az favourable as i3 genecally assumed to he
the casc in these enterprises which have 1lttle access to thig searce
rasource. A rerious dijenma ponea fixalf fnr the policy mabars: olil.
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policy support in a number of dimensliony is indispencable, {t muat be resl-
ized that “the sssigtance progranmes tend to make the entry easisar {n an
atvn whore aevan othervise for the sbove reasons thare zay already be tos
tany cooks in the kitchen®, ¢J.C. Sandesars, p. 38).

Given thase acgumants. thara are yet strong resseus lo continus the cupport
to omall-geale iIndumtry. T only to neutsadlsw u strong policy blas vhich
othervise might one-sidedly favour large and medium-sized industry. But
also, 1t appesrs - and these areas have Leen insufficlently researched -
Phas et ot i weeh v e cauwiiiig Ve Miw VBOG AUl iii-
dustrislization in aconemic, but also in smocial terms; macial groups wvhiah
octhervige would face difficulties {n guining access to modern industry,
threugh the small-scale "entry point” may gein veluable expe¢rience, Pronm
the pecypective of urban dcconcentration and spatlal development it (s
1ikedy that the amall-scale production ony play a vital roele. and lastly,
the social objuctives relating 1o employment creatioa natusally are tou bhe
placed highly on the agenda ot any government vhich vishes to implement a
begic-needs dovelopmant palicy. Lastly, the cuncupt vl wppropricte sige may
deserve claeer scrutlny. To rafer onge more te¢ Sandesata’s repoxt:
"Unfoctunately, and partly because of the slogana on this subjecr, empiriesl
resesrzh on thr gquestion of ulze 5 Tndla Rad besin wwikduvilwd iu leiww ui
*small’ and ‘large’ pizes. The statintical conclusions yialded by these
researches have tended to portray one or the ather size as black or white.
And yet va all knov that there {g a large intermediate arca of medium-sized
levals of efficlency and fastor combimaticns., In many & Urwich ke minimum
efficient sige may by smaller than the very large sized, but larger than the
small sized refecred tn in the diseugetons on this sublect”, (Sandesara, p.

52).

On Pakistan we will here wlaborate briefly, since in 4 separate paper ve
vill devote actontion to this case. The intereating eide of this cace is
the very strong rvecord during the seventies and aightiag; & record vhich -
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snd  this 19 the most 1lkely hypothesls - {a direetly linked ta aacro.
policies and . vartables. contrary to the previous cuse - and
notvithatanding very veak statistical informaiion - the available evidence
suggeats that the efficiency and productivity record of the small sector i
& strong pnint from a developmantal parspective; this, In addition to a
positive oscors on aspects like employment craarion, the chate of small
industry 1in manufacturing as & vhole and the dynamics aa praven by the
important role which gmall snterprises play even Lu thls country’s expost
performance! Agghar Khan in this tespect voicqs the commen c¢ednomic opinian
vell, whan he states: "The yrowth of the small-scale manutactue ing gector
in the seventies and carly eighties ia attrilutahle to both changes in
government policies as vell as in the ecomemt; anvironment," During the
geventies a major devaluation undid a considacable part of the problems
vhich ~mall entarprices had gquffered from during the preceding deeade of
heavy {mport-substitution. And in the eighties, the damand for products
made in small enterpriges was sctrengthened much by the inflov of remittances
from migrant vorkers while at the same time sgricultural mechanization
offered many oppoctunities for small-mcale aetivities in the metal sacter (n
particular.

This. cage 1o the more interesting beoause the policy mesagures are of xuch
Racro-nature. At tho seme time thare exists an extended burueucratic sup-
port mechinery and thus the interesting rexenrch question remaing ve vhat
extent the inatitutional effort i{w to be aggocisted vith the actual perfor.
mance of this segment of indugtry; ve vill return ta thig e separate papar,

The Indonssia papers put saphasis en the reslization that an import.
substiLution stravegy accompanied by & heavy enphusls on capfral {ntensity
inplies such a lov ewployment elzxticity that structural unbalancea are
unaveidable, The urban employment gituation has developed so alaruningly
that policy making with the afa to rapldly create johy hax become a matter
nf gremt urgency, Hasibuan in his report lays heavy emphasis on restoring

\TUE JBS5.24. "898 B9:18S NU.3S FHGE 12
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"balanee" in the process of industrialization. MNa concludes that the ine
dustrislization model of the pust 15 years has had a deep impact on the
restructuring of the Indunesisn economy. Yet, &t this moment, balance in
induscrial ocganization, in gize-composition demmuln special attention for
the amall-scale segaent of industty. Rehardjo searches for the potential of
development within the vaguely dafined emsll. scale segment of industry, He
shows that atatiotically signifi{cant changes hava nccurred es belvew; ¢ute
tage industry and small-scale enturpriyes. His productivity aspesament iy
internsting vith the Cinding thAC tottage industty scores relatively high
slong vith large and medium-size factoriey. 38I coumes out unfmvourably. It
appears as if he approximates the obagrvation mada before - in the Indian
ca3s  » wWhIH aletings  "In peaviice il le sebl sney wuay v dietloguials 30T
from CI, aeven §5! from medium-scale, particularly within the 19-49 range.®
As it im our objective to raport on the innovative aspects we vill pot
raport on the very extenslve cradic gchemas which have been implemented in
Indonesia, Also, during tha conference no studies wurw tuferresd to which
vere not already svallasble thraugh other ehannels. 0Onre aspect raised in all
three Asian reports - and on vhiah ve will rcpert in the context af the
Colombian oage reters to the need to proparly axmesa the meaning and
potential of sub-contracting with large industry. Shile, pechaps, till
recently negutive points wverea given much attentison - such ay the heavy
dependence and the bad vorking conditiona - one now observes a positive
appreciation of mspects like stability of demand and access to nev technol

ogy end the intricacies of factory vork and organization.

B. The African Reports

The «ontrast with the Asian cages vas strongly articulated. Here, rathar
than taking a relatively successful cransformation of the ngtional cconomy
a8 a backdrop and so doing asituating small-scale industry - one observas lu
ach &% tho shron cancs that were enalyssd 5 =oior conesrn abour the poten

tlul of the =sector and uncerteinty about the adequacy of pelicies teo be
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dustrializatinn process ae guech fpcey in 2 larga numher af Afriean
counitien. Ve refur here for {nstgnce to the relative position of congumer
gooda, intermediate products and capital goods in industrial production.

A ready consensus vas found among these which presented reports on Bgypt,
Kenya and Nigeria vith respect to the folluwlng polints. Pirst, the integrs-
tion of the developmant of amall-scale industriea in a vider context of
macro econom{c planning had been insufficient up till nov. AN ingication
here {s that industrial policy anelysis too frequently ignotes the stze

anpeet  nf  rha dnduareialdaescdan avacars, Cagendly, gha aval{lnhil(ry af
finanoial regources leaves much to be desired, For each of the three cases
ampirical evidanra - haand an  anrvey atndiss - revealed *financa’ ta be
percalved L, ihw cuiieprsueuss as belng & major shorteoming and pooblam. 4
third 4ssve - and this runs as a main line of argument through all case
studies - Ix a defictency of demand. Incersectoral linkages erae vaak,
anvarnmanral paliriaa  pay inanfd{ctanr artancian ta rhia PAsrae. Aconnmie
paraneter forvard and backvard linRages within induatry havc not baan
promotad in a xatiafactary mannei.  Tn shovt, a vital conddtden for dymanic
dwvslnpnunt  of  rthe amallearsle industry moarly has hean lacking. Anothar
{fegue relatco to the mixed expericnces vith supporting institutionsy too
oft=n highly unfavousablke benofde cuwi vurion wmise the vuippme nf wellaneant
putivy dndciavives. Ii, fusibwemviv, was Ceii hmi traloniug aid YOCa$AGNAL
training, in aspite ot numarous projecta in this area, had not yet maet vit

lile  jlewds Ul Lilose  wolkitg  H L dnbkulmel swlLive penelalily, dANG dhade

enterprises in parcicular,

Te - Imtmmantdmmw sthat asnab af Phn shena aavabut wanasen Tald annhoatn rn
- - FITER TR 1y Carst MNE Ve VW VHESME LYNLIN, IENET Ie mwrme Sopdmeme e
"human  dimenclona’, In the Sgoptlan coge study, Madin B 21 Shaibh raized

foraiq amployment and voman’s vorking conditlons ww un limpurlant policy
at
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hove baen collected. His summary of existing veamarch {n Kenya tella ahout
the existence of a grust vacioty of earning lavels as betvean diffurant
categories of omall enterprises, As employment creation is an overriding
concern in the Xenyan situation, he took the viev “that most of these -
ptoblumx - emmnate from a lack of a comprehensive and suitable support
policy for thase enterpriscc (Vahome, p. 23). Olenrevaju in her ™irban
Faployment {n LDCx und the Role of the $mail-Scale Sector: a Case Study of
Nigeria* shovs convineingly that the kind of jobs may leave much to be
desirad. On close inspection of existing data it is found that a very high
percentage af  Jolm created actuslly refers to learning perind¢ of
spprenticas. And a pracige seruciny of reallity raveals that & high paraent-
zge of the smsll-scale employment is charecteriszed by vesy leng vorking
hours, hy child labour, by unfuvouruble clicumstwives in Lwrmy ol vecupa-
tional end health conditions. 1In spite of claberate achemes of supporting
policies, »she assesses such efforts very critically vhen stating: "In
conclusivn, the smull-wenle sectar in Nigeria ia yet to adequately adrress
the problem of urban employment/{ncome generation. only @ fav pasple can be
claimed to be genuincly cmployed in the sector and for these fev tha quality
of thelr emplayment Yeaves much to be deyired as income Jevelp s-e patheti-
cally 1lov and hours of vork are abyemally lonZ. A pectoc on vhich so much
optimigm is bases, 5 yet to live up to expectation and may never live up to
this sxpectation unless a cemprehansive policy puckage is designad to ensure
the viability of the sgector, guarantee sontinued labour (ntensity in the
sector, set attainable enpleyment/vorking conditions standards for the
sector and educate oaparatars in  the sector on the positive correlation
betveen tha obzervance of safoty standarda and improve viahiliey, Only then
can the countcy look forvard to a virile small-scale sector vhich can ad-
dress our urhan enployment/income nproblems  quantitatively and
quall tatively."
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C. mall-bcale Manutaciuring in Latin America

Mare aeven than the woientists from the othcr continents, it vas found that
those vho came from Latin Amarica laid heavy emphasis on the industrialisa-
tion process at large and tha determining cole of wsoro-economic policies,
As onc interim statement puts it: "In 3 generai manner, Andean countries
have & weak industrial sector vhich han developed on the hasts of a xtrong
{mpar t-subxtitution policy, with an unbalanced gectoral compositian., In
addition, the 4nduatrial assctor is highly haterogencous in terms ot tech-
nologims, and an {mpartant share of {ndustrial valye added i3 ganerated by =
reduced number of large establighmenta vhich have directly bensfittod from
protcective policies and instruments. During the eighties the crisis in our
reglons has shown the limits of this kind of development procasses and it
hae made imperative ths ngad to revigse che currant development pattern
(Policy Paper om Latin America and Spain, Casis, Torera and others, p. ).

The &8M sector concaptually 1a given an imporeant role - not a decisive one
- from & pumber ot angles: balanced industrial development; employment
genecation, income distcibutlon and - this point was made repeatedly -
sociotnl democratizarion, Resgeatch by Forero and Uribe indicates convi-
naingly that cthe ‘performance’ of the urban lahour markets in Celombia
rorrelates cluwely with the cyclical behaviour of tho economy; particulazrly
in the cighties this has been found to be the case, Less than before (s it
possible to isolate the ‘informal smector’ or the ‘amall industcy en-
terprines’  from the economy at large. Feraro gpeaks of 2 "gradual proceds
of homogenization of the Llabour amarkat and the bresking ot the typieal
earliaz sogmentation..." (Porera, p. 13). Tt vas found that the employment
elasticity for permanent vork ix about 0.79 and for temporary employment
amounts to 1.5, 1t furthermore has been tound that mobility vithin the
urbar labour markets has {ncremved much during the past decade. "The very
interesting fact 13 that s progressive digappearance of sarlier differencos
between tormal and intormAl seotorc seeme to be oceurring. In 2aet, dif.
fatancar related to gendar, marital status, family position and origin have
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almost disappesred, and educationrl ditfarences have also atoadily been
reduced because of the increass of sverage educatlonsl level of the labour
force® (Paorero, p. 31).

Of partioular theoreticsl and policy relavanca has been ressarch on regional
differentistion as betvcen various departmancs. Bagic differences in in-
Juwiefullzution may be identified and as a result ditferent pattocno of
omall scalec induatry are dound. And thus “impoztant is the conclunion
pointing to the rcisk of inefficioncy in poliecies oricnted only to the im-
provement of the firms performance” (Forare, po 70). The nature of
agricultural devclopment and the sharacter of uebenizetion - 4r particular
the position af amall, intermediate cities - here i3 to be analysad further.
And rather gignificantly, Forero concludes: "Tt ia nnt claar therafore chat
{nformal small-scale nanufecturing can devalop indapendently of the condi-
tions vhich will also generate {ntermediate/larxe firms., This does not mean
that small-scale manufacinring can only develop producing inputsa to the
larger ones. The most important relationship may be depandancy of 8SM on s
demand structure as generatad by income levels and distribution of income

vhich ate characteristic of ’‘modern industcy’" (Porero, p. 86).

Tn the I!atin Amaricsn contexi - and particularly in Uolombia - much atren-
tlon iz being given to tha go-called ‘micro enterprices’, vhich fotm a
segnent of the informal cconomy vhich {8 to be distinguished from ‘nmall
buginean’; the Firat catagory has lesa than 10 vorkars, the sedond froa 10
to 30 workers. In the Colombiun case ~ as iz also found more ganerally -
the micro enterprives play a doeinant role as employment ccertots. Ruswatch
@.g. by Quintern (Quintevo, www llnt of papers) has ravealed that vithin the
eatagory of micro entarpriges small highly dymemic segments - nostly vith 6
to 10 vorkers - exist which possese &« stxong potentisl for developmant.
While the greater port falle in Lhe cutegory of ‘survival’ firms, it iz thia
smal)l gegment which in his viev must ba given special sttentinn from an
induatrialization perapective. "Evidently, its voty presence and sepiodus-
sion shov that ihlwy play & productive role 4n the economic space and that
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they have some competltiveness o some navkets, It is slso true that nany
of them are arpendixes of large anterprises and therefors don’t lixve any
salf-dctermination nor ¢onatitute a productive unit able to take tndependent
decixions in vorious markets (Quinterc, p. 3},

A consaquence is that rather advanced technologies hava found thoir vay o
these gnull enterprises, thus nrlso sanabling esrning levels to tmprove
conaiderably, It vas reoorted that g.g. in Brazil and Colombia this segment
s dmdugeyy ic astrasting mush governmentel supnert. Evioneiue

[2°RH

progroemese of  dacholeal  wwwlubaned  and crad{r Tines racantly have beogme
operacional to inaticutionalize the sssistance rendered Lo micru-enterprisea
genarally and the dynemic segeent fowmusily, loitlal evaluation tells about
an {ncrease in the average number of jobsy from 3.12 to 4.3 employees; this
ig important sy many expaerts expect that cha usual resulty of such progioumes
fs an incresze in the number ot cnterpriges rathar than in their actual
purfucmmuce.  Suxrce dutn  suggest A conaiderable increase in earninge for
ownera ond wvorkersj more resemrch nasds to ba underteken in this respect.
Rectac~ and reglon-spacifis research will soon de undertaken to find out

vhathar more specific policy recommendationx nra tu be made,

m

(3
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Conclusion

The [foregoning has presented the gist ot papers and proceedinga of an inten-
giva axchange of viave by experts invelvad in policy execution/Formulailom
snd independent researchers. The case hag boen mado for & mora halanced
complenviulurily us betveen a prnject and a palicy approsch tovards amsll-
gcalo entaxprisen.

The role of incermediata cities and the labour dimensaion appear, further-
mora, to ba agpecte of tha phenemenon vhich have raceived tnsufficient
attention hoth in poliey making and researeh monitoring.

Casc astudica tend to present evidence of relatively low productivity and
efficiancy in the 'real’ amall enterprises; at the same time, a amall aeg-
mant of ‘micro-enterprises’ and the medium-size category may dessrve more
attention just from thene parspeatives,

It i to bae expected cthat the ’'efficiency’ issue will provide cause for
intense debate and controvaray aver the coming yasrs. Generalizetions sre
not femsible an the bzsis of one well researched case: the Indian ona. And
even {n this cage mora reaearch ir needad before conclusive ylalemeuls may
be formulated.

It, of course, should be realized that » verdlct um onm score should nat
decide on the relative merits of policies to suppott #mall-scale induxtzy in
tha context of & wvider rtange of developrmental objectives. It, however,
sounde a golid varning againge unprofeasiocnal and over-emihouslianiic support
for the amall entrepreneur. The Colombian study as vell as tha tesearch
report on Yugoslovia ULy Puleln succeedsd vall in making a etrong case to
Kive small-scale industry & vell definad place in industry at larga. The
entrapreneurial talent and the decentralizing of tha development procegs may
only expand rapidly {f small-scale industry hay been given a rightiul place
vithin 4induotry. If this is not done, damocratisation of the economy may
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suffecy also, there 1s a greater dangar of stagnation and laek of {inmnovazien
i1f the entreprencurial initiative iz lacklung lu wny soclety.

The resasreh findingw Imply that many resourcas may be vasted if no account
is taken of conditioning faectors like the gerographiral area or the iggregate
aupply and demand conditions. Nora powitively, it vas nopad for that dutlng
thu coming years intense debate and axehange of experiences vill provide nev
ingigrts in  designing sdequate und efficient policies and policy
infrastsuctures.
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Annex:  Papers produced by participants in a Poliey Vorkshop on Small Scale
industrialisation at the JInatitute of Socisl Studies, The Hague, The
Retherlands, 198/7.

Colosbias 6Bmall Induatry in Colombia (Clara Rsmirez Gomer)
Urban Employment and the Expactad Role of the Small-Scale Manufacruring
Seator in Colombia (RBdgar Porero Parde)
Micro-enterprise and Dyvelopmunt Policy: Tha Colembian Case (Victor
Hanulg Quintero U.)

Egypt:
Bgypt mnd  {te Small Industries: Industrial Development Pclicies,
Strategies and Institutions (Malek Bl-Ashkar)
The Bconomica of Small-Scale Entarprises in Bgypt (Nadia Bl-Sheikh)

Indiss
Policion Towards the Small-Scale ¥anuluctutlug 3ector in India (8.R.
Arehim & S.S. aAhluwalia)
Small-Scale Industrialfzation = The Indian Experience (J.C. Bandesara)

Tndonerin:
Sasll-Scale Industry Development in lndonesis (vavutl Hasibuan)
Tha Davaluopment ot Small Scale Industry &n Indonesia (M. Dawan
Rahardjo)

Kenyal
Kenya’s Policy on Small Scale Enterprises: A Survey (Ong’ol 0didi)
Issues Relating to $mall-Scale Industrialization in Kenya (James G.
Vahore)

Nigeria:
Urban Pmployment 4n LDCa &nd the Rolo of the small-Scale Sector: A
Caae Btudy of Nigeria (0. Olanrewaju)

Takigtans
Role of Small Enterprises in Relation tu Urbuu Bmployment and Beonomie
Dovelopment in Pakivtun (Ch. Abdul Hafeer)
Growth and Structura) Change lu Pakistan’s Snall-Scale Manufacturing
Seator (Gmus Ashgar Khan)

Putu:
Trxdusts fnlizacion e Industrias de Pequena Escala: Bu Cuwu del Peru
{(Haximo Vega-Canteno)

Spain
Policies to lUromoeta And Support the Small and Medium-8iwed Bnterprises
i Spain (Blerca Caare Pormerc)
Pirk Stze and New Furmg of International Investment in lLagging Regions
of the Daveloped Vorld: A Case Study of Ypain (Ruth Rama)
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Wokld Bank Eape.ience in the Ploancing of Saall Enferpcises (Iacdl Cavitakfise 27
World Mank) \

Urban Bmploymen: in the Third World: Soma Critical Parspectives Buuwd on
I1LO Expariencs (8.V. Sethucanan, ILO)

Contributions of Recipient NGOs (Bnrique A, Fernander, Solidsri s)

Rationals and Likely Implications of Choosing Spacifie fubsectors, or
Branchas, tor Conecentrating Promotional Efforts in small-Scale
1ndustry Uevelopment (Ch. Zimmarmunn, UNIDO)

Bvaluation of the Impact of Prajects to DPromota small Scale
Industrialization (R. Young, USATN)

ADDITIONAL RESOURCE PAPERS

Spaach of Mr. Bukman to T48 Policy Workshop on Small Scale Industry (M
Sukman, Mlnister, Development Corporation of the Natharlands)

t{ftesn Theses on Devalopment Pinancing (B. Breuer, DSE, Berlin)

8cale, Organisation and Efficicney in Footvesr Production: An Analysis ot
Bome Chanian Uata (Jaz van Raemstr, 783)

The Role of International Aid (Ir. K. Xuipar, Hinistry of Foreign Affairs,
‘the Hagua)

The Traneition of Hundiecraft and Small Industxy in Niearsgue (Arig Laenen,
Univergity of Nijmegen)

Estado y Cooperativiamo cn la Pequena Industria en Kicacagua (Acle Laenen,
Univeralty of Nijiuegen)

A Stiategy-Based Conceptual Frame for Entrepraneurial Tnitiatlive Analysis in
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