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Wid
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 barh frC rpsa~jceamn Siug 1or~g~a~j8,~ &d - nkl rt 0 age Study m terial s with the aim f p i n~~~ n 

I'ifr~ 1 qlV0 tlsi Part Inl tljfy rOurd of 299ui0::s 
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Partij, A Policy gtriteugt 

rt 4ay 
not be inappiLoprite 

moknhop. 

t. bbein by delineating the scope '.t the
the 
 olnercy 
 et 
 aSub, l 
 e Indftutrialiatiun
Main *phass and the
on Poicy. 
 Since, however, Policy Cannot*
h
., .,, be ProfuUely dig.
.,. ,, fir. ..'..".'' ' ",, " "' r. 
 .
J"Ci ,ft.=,
Perspegtjy, 
 the latter Also lormed an

6eciiid 
 aRap 

important part In the discvussions,ara part o 
Chu #Mail @cale indugcrial ntrpri~s. is a parc ui 

vas tewt1icted to Industrial nctIvities,
 

Third, 


the 
 contexe. 


the vord industry 13 used loosely and bears a meAninir depending upon
ra illustrate, 
 the 

Standmrd
unterntronal
Zndustry
C124e81fet"ion 
Use the
agriculture, term industry broadly 
 to
nIniag, manufacturing, deno '.any qctlvily 

so1vt11 conatruction,
o,, etv. In tho c.ontext of 
trade, Intratiuetrur,

the vorkshop it was used to refer to
second 
anl 
 the third digit the
 

Lnnufa-turing, 
activlties of that olsaesifcaclon 
lebelld &v
fhicii 
 ittiud._ 
 proet.iing 
and repai-z.


LVtELi,;tvd tu 
Th.. w r-,.-,r[, w.,,Iaj=ukty IIn
Lhis io=auv 9**e. 

Fnuith, 
41all-.nale indust-i.t 
 r ally refer to SMwithout 
 ll 912d industrinlioi g into the pte-IfjcO o t h units, 
pproariLe critccriaquanti!ute- utd appLupsluijlielitq 
 of 2anevy, we-y
smBl,-nled We Riy that W.units, varying all the va 

17t.lti rn Or~var
from tiny, ct.itaIf,to small-tte.ie household unite
vockahupu. 
 DurIng


tPlAPt the d.ecuiaons, hovewr, the crucial#AF
4i rnr 
fli oitm rn strilintrv. 

nr 
AAO4.nt 

mInVoliLLAOni rho lanin riniwts rho
ufnU'is 
 to 

d poutona.;; :,4dro
forini In.tself intir a move afticlent, Wlro modorn productionu syste. 

http:small-tte.ie
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.The S oAutor Il theD*V!402int 
riep
 
The 
 5iH NE4tOr 
 in LDC4 has 
 developed In the context of a difficult inau-t"'(alizeato 
 Prceas
to an unba'41ced where Import "ubittutlon gtcatege, haveondcud
v9Qtortl COmpo3tt'On and conhidtrabl& blgBcale, capital tovaida lajocIntpn ( 3 r" 
 e. eutho 9, Ytt, 
 :large0. 1*
Cfngmtituteg a uigjfjcant part of this Mtruoturc, andn 
 to b-Jlev. that there arE ntrwwIt wi11 continue to
Seale PrOduction be so in the futurp..iothod SmSLi
pro noo a
tu POyit rLLiaJnt ph0c1'm*1a
problems, nor a .teploThey are Rnav.
"Poztant In 
the*06g1vt


play In 
and h&ve a role to
" number of branches and/or reramx.
 

Small Bsle Industrial 0ntorpgsje

this havQ a Eperlal &pDeal
workshop's Convorn for A vaJnty Of 

in the counljgx of reagone,mo. 
 labOUr, ThYy are k1Movn
aM1 to employprodure in many caiON rtog cttput par unit of capitalrelation 
to large Industrt±1 in
nlIerprinaj, 
 Thee features
the factor 
OndowienC are in line withof 'he". Odunttivr 
 - namely abundan

0 s of labour and
scarcity of cmpitaZ, 

OEten) 
 the 6x~lting heritage of akillsworkers and eqijdp4mgS embodied in the
and their vorkshop# 

upgradetion 


can be airmonted and be made more efficient by
of th ir techniqu&, of productiol Vthout making the* unduly
lxi ge.
 

1eing mcattered, thpy 

policle. 


may he1P #Orvc the ohJeactvta of LeigOfnlBeing more nimero, development
they Ar 
 in impoLtant Vehicleentrepreneurship, 
 nf Pteading
risk-bearing 
 activities, 
 Independet
Centtes and tachnnlogyp More vdely among tbe populatio 

decision-making
 

Inthe country.
 
'hey, 
tiug, 
 help subgerye the objeutveu of Industrial and economic gzivth
and vuucil Objective# in A Vey nor many other act1vYti.


1 are likely to do. 
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Tvo fur~her C2ar1ticegt1@f8 
may ba added herq. Firit,
mect.i'dustrialT the proIOtion of "uul
,1 nerpiIauj 
 nor 
 the only WAy
objectj.,. o subserveThere theog
aLO 

they 

Other RctvitJON and other InItrument,
0a1ot 
be nel0ottd. as vel and
Seound, it 16 not sutgted thatpromotion sall indultryPolicy vould 
subserve 
 All of those nbjycive.ThuyAy 
be coIncrPrOductiv 
tO othieS,But auo 
 trnd-.
 

offi are 
there in all policy lanue.t 

SIall-,:le InduatLiilnzatjon 11 an Imporiant
Anclu-e8onoMi means of promoting various
ohjoctiJVy 
 and in must cgmps may turn out
and ac4eptable half-vay to be a bnritoble
compto ma betvoGn the tvu uxtree
efficiency of grovth andVithout much 
concern ror 2o41l obJectivea,
tlv 

6 s without much 
anl of social ohbe,.concern ftor grovh and efftciency. 

It !, a§imat thiS hackground that 
the proceedingv of
nP~ruoated, the seAlnarWhile have to b,thu Himita:lon$ described aboy& narrow the Acope, they
have 
also helped 
 in uharpening 
 the 1ou on the issues of relevaet to
*mall-uSleR 
 Industrialivation,
 

2. The No grogtnej ty of the 90cttl
 

Pulley Fnflyx1t end the f0otmulation of 1olledle for hv gmallturing X*Czor i sale manufac
made more complex by its InternAl stronn differentiation,
 

The &Mall 
scaSlJe 
 Nuf curjr4
domrri l sectoz ia asxoornr. hoterogwneoui
Aide hy v4da as the vhole inw~rh MnrP mnilarn fai~tnrvlik j 4nA 1qfrjR1
firms, 
.
 u1lbable conglomerate of unaL.4 unit 
 exists, exhibiting diff rajr
degrocs of 'informality,.
 

During 
 the discuugon, howevor, the crucial importMce0.C1. o the m
sector warn smml.caef up ,rrongly, As it was thought thAcLn the Comnesic developmentlong.run depanded strongly o.ithe jmportsilu lssianed to this setor, 

http:TUE)05.24
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u the itLIi' ~U~M~thyotn 
'erve Ao'& I ~~l~IOt~~Obitctivea Ind 
ma 'Nal.,o ?lay* the ootenti go jtrov
InT the longI rn. The~ Jlstt0 j UnitteO fallhiIt*
two CI~te~uriQII
 

a. fCrAX that arm .119r~ly allrvivlnir aid hardly achieving a surviving incomet. 

economy.

unIfo ih1111cy. A Ntronj conclusi 0n of the vorkshop vas 
that under the 

x~ralr-L And reiinnoriflo. unlliINX Are ronitirad.
Policy packAgel "i ilatutlonal Instruments viii ditffq

ho rarafig1iy dA.xWvloa 

irnd will hfiVg to 
In AA(h rp, 

future prospeita ribikJ 
difficult at thLA3 ts-m-

d1ZLwri1'uutqi 

!*point alit clearly such apUJliVy uL:,V'AtuV)1 BqcL&

t .- thin jjflM,!tA "41,149i ila't. lopyr 3 !A0rn ounI 

Pd:
r'raao4v,. api. h la npode1 

3. .EAhrnl
Eaja nd 1.,bcU rCgn ilnn±
 

tha probleam of the 
tirms doi
not eXhaUSt 
thf- considcrations
 which Vill have
to be taken 1
intG AiCCU~nt 
 the apeciff± 
 n*443 of target grroups, and wpo^.!-.* yeqe them ?h ! "qjyn-,9 !r". 1 - rproduttive "Privia Anopartieip~tJ~fl 
in economic and political life, should Aloo havebearing An policy for iulation. 
a 

It hST b"" noted thiat polloy dISCU391ons on small-sale mnufacturing tend
to 'over-ahtphAsizm 
 the quarititatjve

1jUfitet~ve aspat of employment eragion0IkM4n stir On the mhaim~g of ginpjgymergL

earinramvat Snd the level OFbe Si;.tor mnra atutn.~ Tn part±jUlgir one app fhni~k hore nf 
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the number 
 if workifng hours, conditiono of helU),ndOf thle ro1v o oqupatlondl safety,vhlch youth dPl(yment Plays through APlrienticeship schemes andthe 0018equecinh of fettle york foc the total vorklood of rouen. 
An aetive
policy isituraft 
 In the Working Conditions xmy be Poatered if resqarch andmonitorin 
 programmmq 
 devote more 
&ttanrlon 
to this thAn L the pra;tice

till not, In mont coinrles.
 

4. Mac;oaCOnoic krviron te 
 _and S Ipot
P0l1c1e
 

4.1 R*g rdIn3 
 the relotion betven macro-economI4 environment ad support
tmlicies the to]owIng key 
 Issues iamergod 
 in the dscusesion#, 
 SUppOrt
poliCies (,,i pl&y 
 n impuLtnt role in the frm of npaeialied firtsnell)
intitutivn;, 
 intoroasL 
 rate 
 policy, infim-strucrural tacilitlus, trainingvtc., in influcncing the supply side faclng the imail sector,
 

But oi the other hand, Iiicoaq di4tributoii polirlea, Polilen sdvoc.attd by
clonor 
countrles And International orlan'ations, the development of regional
and Inte rnational market& am well 
as 
the grnvth of cgricultural and indusriAl 
 ctors, p]iy an itoportant 
 role In influencing Ihe demand for
producto of sall enrArprlaau. 

Support policies aimed At 
developing the avctor hAve to be seon therefore inthe 
 peripective of the macro-econami environment in vhich the small-scale
Wtoor nperetwv. They 
 can play only a limited role If the macro-economic

setting is not 
conduciv 
 to the devolopmenr ol the umall-jeae siuror. 

Both. the 
 Internal 
an veil as the eternal factrq vhih shape the macroeronomia anvironmpnE need to be lookud into. Among the internal factorseoligopolisrlc 
market atruetures, regional patternx of iriduatrialiaationo amveil as the tendency of concentratlon of enterprles arownd netirtpolttancentres, are of grpitt importance. The 
petterne of Income distribution
affeect the 
 demand 
 for it# prodlict,. The legal fxamevork hampers in many
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CAeaA the requirld transformation ifimall informa± enterprises into larger 

inure odgrn ones. 

4.2 Small firms. using vage labour, up to ten, which due to their level of
 
Capital accumulation marketing
t relgtlons and technology, correspond 
strictly tn ancerprise Units are oftell LallId "micro-enterprits o o ?has$
. 

Unit& ure very important in developing countries betcuse of their contribu
tion to the Gross 
National Produot, the Innovative twebtwlolical methods
 
they uno, their labour intunsity, and becauue many tin e they are 
the basis
 
frns which formal namll qrale units emerge.
 

A maIa ptoblem that em40Jl. sCalm indwitrialisation policies vil1 have to face 
relates to the necessary future transformation of the Infnrmal unIti. 
 Tho
 
evidence seems to suggest that a 4lgnificant propution finds this process
 
quite difficult. Yet, tailrie in rh1u repect involves very o~ten thaii
 
eltninatlon, or permanent dieperdence upon oupport policies to survive.
 

The iim ll-szalo industries of the formal sector are 
composed Also of a
 
varieiy of 3b-groups vhlch behave ditterently. The oLgNflration and the
 
problems foucd by the owner of a tte4n-vo'rUe shop, for example, are not
 
necessarily the game os those faed by an uwtreprenrur of in eighty-vorkers
 

firm in the metal-vorking Nub-setor.
 

The heterogeneity of the Small Seale manufacturing Sector dote not only
 
refer to the Internali-hareterietis ot the firms. 
 It alsu refers to Their 
forms of relationship vith the market (sectotal articulation) and their role
 
within th. capital acr.imilation proooes aS a 
whole (macineconomie
 

articulation).
 

Specific forms of aiticiularion offer dittorent potentials and generate
 
particular conutraints for development.
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Prom a different point of viaV, the 8SH In less developing countrIes consfst
 
pzimarily of a large 
number of Smell firmS vhich opermto vithln domestic 
markets 
(local, rogional, national), Producing mainly non durable goods

(fMoo, garmenta, footVea, 
 Voodzah turniture), 
 But small tirm. integrated
iito 3or* complex produective proaoelag through subcontraectng and Pa..
 
tiolpating in exports, though still Inclplent, 
are beginning to amerge,
 

4.3 In the exteLiiml sphare it van recognised that restrictive trade
 
policies nf 
developed countries 
 could cor:ivkin the further expansion of
mall export-oriented induAtries. 
Structural adjustment policies advnrrod
 
by aid giving agepocki may have a regreasive lmpa-tr "lmiii small enterprias,
and speiAlly those vh~ch manufoature vage gnods, 

The policies of aid giving sgencies have a strong Impact In doL tining the 
Oriontulinn of support pOlicies, and at tLius they are not really in con
formity with the real needs of small onterprioa.
 

Suppeet policiewai 
mcd at developing the pmoll-scale manufeoturing units con

be disousoed with reference to 
 the 4ueotion of extending ctudILt subt 

Iidiaed or raetg,
MnIkpt acoeaibility to rrodir and of financing 3MV!1 
anterprisoT 
 through opecialized or 
exiating commercial banka, ut
The ca.. 

technica.ul aistance hAq to 
the resolved with reference to govrnmorit and
 
fiOt-XOvernment uivanlizations and 
 the question of marketing must be taken u
 
a cenLral problem. 
 The selection of paIty instruments 6nd their varins
 
combWinaons 
vLl depeud on the sector, country, aa val1 an the objecttvom 
that are to ho met, 

Di5@Umilova !htoughnutr 
 the workahop brought about some degree of consensus 
about the range of services to be provided to rirma. Special importance vas

&ttacehed to 
 base the design mud Implemenvation of ouch aervices upu 
 the
 
ooncrete choracter|xtiei of industrial units to be pronmted 
 and the social
 
and economic Qavironmant In which 
 they operate. 
 Thee* or similar
 

http:technica.ul
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mathodololleg 
 can prove afretive for 
the policy differenriation A.Vocaxted
 
earlier,
 

5. Small rnduotrli4fe 
 fnPolit .u 
and Vrban Rational Deelor..nt
 

LncorporAting regional dimensions to awdll scale indutrializtion pnlicte,,
 
lnvolved thrce oftla aspects,
 

1)	The ireatlon of nev amployra~nt and inoomo opportunities should be con
sidered 
also from th. point of viev of their impact upon the gpAtial 
pattern of u'bsnIzation, und the evoluton of inter- and intra-reglonal
 
dimpArItles.
 

2) 681 partlcipHuti 
 require fleXibility in order to aocomodato 
 to variations 
on rwg4on3l socio economic Structurq#, 
since not all thm ruglonx in acountry may hdve the same porential for the duvelopment of mall scale 
Induesrias. 

3) Thd Int retiut, n( progra~eg vithin loc1 foid regional proculaes, re
quires a rw'Sionally docentralized ory ,aaton.
 

Iay argumntx 
 ri,to Justify the need fOL xi Pxplicit reaional appruach

and 
a reglunally deooneentrated policy Impipmentation system, 'Only In such

circumitanced, 
the applicaton 
of 09 policy vould obtain thu flexibility

required to adjust Itself and focus Upon specific "mising factors".
 

Considerable attention was paid to the eventual rlre of SSW policies In 
rural regions. A generalized View vas that there Iq A sirificant soope fnr
suall calo induetrial units in this particular kind of regional
 
unvironxient.
 
INevrtheless, 
 the need to attain a careful integration between the agriful
tural 
 and national *mall seals Industxialiuation policies wan miressed. In
most eases the indxtiqral 
aQctor of rural regions supplies local domandu 
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derived 
 from the incoMe jrovth in the rural tcvnory, and thore IA A POteM
tial there for futthtr growth, 

Naves theiiss it vas also agreed that in the Inng run the industrial develop. 
sent of rural rogions depends Upnn the eapaQLty of their industrioq t6
 
particilinte in n4tional 
Markots. National 
 Industrial and macroseonomir
 
policies 
hdve played a role in the pantilitonce of labour Intensive In
dUitties in metropolitan cent:eN ms well ais reducing the. puuuibil2tics for 
regional deeoncentration. 

From 
 tht point of view of the indumtriul firsts in rura] regions, a success
ful Interation into nationnil marketa requir0J L. emergance of sall aroiw 
produztlon systemn copable to attain IIie.economie of scale required for

efficient managyiul 
and markeling *yvtoms, In generAl therefore, a broad 
approach, not restricted to a supply orientoi policy, but emphasing th mend

gonerutbon and Improving the ceonomir 
 ti
vironment of sull tem1e production
 
Units in these reions Is advocaLUd.
 

6. Institutional Framevork
 

A 
number of ioaues tiiergud regardicU the Importance of buildinS an 
fii1titu
tionl franv..iirk for bettear implementatton of pollcies aimed at supporting

the Nfni Industry 
sector, There vas a consanati% that the governoent ef
forts need 
 to h. eomplmonted by NGO0 asitance and the Local consultants,
Hut &inte the provizion of technica' and other kinds of awmistance to the
 
emaH enterpriat3 
 It a highly opeciai~lsd Eunctlun, the necd for 
Intartn.
 
tional aid aenge,Ies and doner countrieo 
 to design training ptugrimeso for 
this purpue was also streamed. 

An 1eeue of vide concern has been the nature of the dulivcry system. 
 Should

there be a focus on 
apeciglJsed institutions or an one-vwindov supply of
 
services? And also, 
what sre the guidelines by vhIqh a national policy 
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support AlneCy 
 ti to be desGtfed7 
And next, mhou.d the omphala fall on
institrtit,,, building at the national or at the local level? 

The 
 question of a lack of coordinaion betveen donor agencies and countries
 
as Well ag 
botvitn donors and rprip.ent governments was highlighted. The
problem of delivery systems not 
being able to reach the target group of
 
stall cntrepreneu&& 
 vne also diacussed. 
 The need for entrepreneurs to
 
organise 
 tbemselvgs not only into cooperatives for buyift rav materfalg and
 
;elling products in an attempt to Increase their market power, but also to
 
increase 
 th ir veight Ln the political and Voc4al struoture vYa etmphasized,
Thrm institutional aspects of an Innovative natUe are 
to be explored in a
 
SYItiftt approach.
 

Lastly, resarch must be givii 
new attention. Thio applAA to 
technial "A 
aM D", aa well as o gooio-CoConMOc Monitoring. The promotion of small
 
industriAl 
 development requires a enndtlve anvironment of which autonomous 
and Independent vniversit]Pq And research iut;itutions are an Integral part.
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Part 111 A Cage R11111y !9rupuctIve 

A. The Agixn gxperiance
 

In each of the three Asian Count':els vhih vero enomined in detail the 
smell stale industvy phenomenon Ic proakLent in various dimunuions, The 
least one m~y ttate, Ii tlnlfrom a policy perspeative In each of thee
 
thre! Countries amall-$cale induatry r4ceIvoQ a high priority. 
The Indian
 
cage atando out for thu comprehensive 
nature of its polity package: In
 
Pakiatan the supply-oricnted infrstructural 
polices have been wall 
developed - iRnd thus may be aaessed precelly as for merita and dimad
vantagos . and in InduirNm the innovRtva credit schemes of the pavt years 
have ga!ied a reputation for their far-re-hkqdr, impact On the structure of 
the Indutralitation protemm on4 thu role which small enterpti-m.m and 
Cottage industry play in the tranhfo -ation vhJch the 'enzcfuy' continuously
 

Is undcreoing.
 

1
uen
worp rtent, in such of thtze three Countrieb.1 RMAq-111V Industry
has assumo.d a dynasmi and at times cont'overvtal - pouition in the 
proceQsIs of growth and developmunt. Let us summarize this statement by
pointing at the quadtitative date vhlch indicate that 1mall-araP Industry 
by vhsteyer defintion - till now has playpd an important role in the trane
formazion of sconcaic saerii{tirep. Tho record of growth of va]or odded, of 
employment aezp-tion, of fosteving entreprene rship reveals otrong
a 
performance. An increasing concern Is found with respect to aspects of 
productivity which generally Il such that the value added which is being 
generited petmitw very low earnings and leaveM hardly xcope for accumulation
 
and profitable investments.
 

The Indix ramp rlla sh~Ap.. 0.. If ll . ....... in a very 

Over bJOO items, 
 It hus emerged a a major supplier of uass consumption
foods likv leather or leather goods, blryrlw parts, plastic and rubber
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goods, ready-made garmenta, sheet-metal goudu, itatlonery goods, soap,

deterg #its, (At" etc." (9.9. Hashlm and S,$, Ahluvajla, p. 4). Rapid
 
proV1eua in 
termn of treation o opportunities for part-tine and full-time
 
CUploymont, in tarms rf the nuMier of units and the rang# of produatinn, And
 
wvvzz 
 In exoort earningg haVw )wpn rcoorded in recent years. 
Yet, Sandeffra
 
adopto a very cautious pol5tion vhen he rai as 
th quuytionl "Nov does one 
explain thp surviv$l of smel industry?', cud, subeiquantly5 highlighta u a 
...... .. 
 s ertuA With tho tollovingi "The case for preferen
tial treatment to mall induatry by the State vis-i-vis large industry in a 
labrtr-.bdbu.dat, eapital-scarce couuty in generally made out on eonaidera.
 
L1on that it Iifivri- capit~A-saying and employment-promoting 

ctaracteristicm in rolation to income and capirxl regpettivuly, Th~e fin
dingA nf the emDprie&e evid.nrce cAL doubt on theue propositicna, so that
 
the fOUndatiunc 
 of the prote tlonist policy stand vaikened, True, the
 
evidenee 
sufE9Lt from several limtatioiiN, ?,,t it in unlikely that theme 
)imItatluw would Vah fvay completply the dOubts raaied by it." (J.C.
 
sandevara, p. 31).
 

These two quotations indinotre the complexity of assessing the zitUl-scale 
induat:ial performAnre in Itsolf, but also show that no simple policy
 
preacrLptions careavailable. 
 I!, famely, klready in the content of this
 

t .-vhlch hao gained such a wide internationai tame - thee drvply prob
ing queation3 are raised, whOat is the situatlon In uthu cavls Where both 
tte phenomenon itself and polities are 1,, Articulated. The availble
 
evidence begins to 
 wuggest that "msallness" by itscf implies some srtnc
tural Veaknessaes. Por Instance, costs of 
production teiid to be rolatively
 
high, labatir-lutenvity is not 
Alvsys dire,:t1y rnrrelated with vioc, produc
tivity records 
 - mostly in termq of employmont compare unfavotlvably in 
soall enterpriasa vis-a-vis large one. But Al-Mn, IIILVtIn Of Capitol on* 
finds cuntroverslal evivote 
which implies that capital productivity II: 
.m R ! enerpjines J3 not a vays Rip fvourable as Is jeneally asxum d o q 
th* case in these entarFrtaes vhich have littl, access to this seteqe 
resoure. A rariou dil,emaaa paome. Irt,1f fnr rhe policy !Wtex: vhi 
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po1Scy uuport in a number of dimall1junv Is Indiapengable, it must be real
lied that "the ssisus ace programes tend to make the entry easier In an
 

aLI W re ev1 Otherwise 20r thil Above reasoni there cxy ]roidy be too 
many cooks in the kithgui, (J.C. Sandeans, p. 38). 

Glvn those arguM n~t, there art yet strong *Piaut:W cui:ti.U the CupPort 
to 9mail-seale induntry. tf only to neutrLllt a strong policy bita which 
othervise might one-sidedly favour larxe and sedium-sized industry. But 
also, it appearo and these areis have been insufficlenrly roseArched 

dustrislization in economic, but also in social termal Mncril groups whih 
otherwise vould face difficulties n gizting acceag to modern Induatry,
 
threugh the siall-scale "entry point" may gain valuable experience. Prom 
tho petypectv of urban dcconenitration and spatiul development it Is 
likely that the small-scale production may play a vital re. And iotly,
 
the social objurtivo. rplating to employment creation natu"ally are to be 
placed highly on the agenda ot any government which vishes to loplement a
 

basic-needs development polity. l~Atly, the uusiaupt uf approprifte fle may 
deserve r1nmor vLiutiny. To refer once more to 50ndOa1'a repol:t 
"Unfoctunstely, and partly because ot the slogans on this subject, empirical 

biia ,iu L AU!~~U ~LLUI; VZl. 
'small' and 'large' ilzes. ho tatiotical conclusions yielded by theve 

researches have tended to portray one or the nther qize a* black or white, 
And yet ve all knov that there is a large ofIntermediate aro medium-sized 
levells of efficiency and £actcr combinatlon3, In many a bihlVL Lh:e niimiimum 
efficent nlee may be smaller than the very large sized, but larger than the 

small sized r.mftvcd to In the disc~eotone on this subject", (Candesara, p.

52). 

On Pakletnn w4 will haro elaborate briefly, since in a separate paper ye 
wil devote otiontion to this case. The interesting tide of this cae in 
the very strong record during the seventies and eightia; a reaOrd vhieh 
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and this iq the most lilkuy hypotegi - is directly linked to 
Arro. 
pOlicit9 and - variablen. Contrary to the previou* 
%as - and
 
Iowithstanding 
very Viak Statistical Information - h9 vatlablo evidene
 
muggets 
that the effr-iency end produetivity record of the small sector is
 
a stron 
 point from a developmental perspective; this, Jn nddition to a 
pos4 tive aee on anpeeta like emploayment nrwrrton, the there of small
 
industry in manufacturing as a vhole 
 and the dynamics an prnvirn by the 
iapotan t role which GMall enterprises play ever In th1v country's export 
perforancel Asghar Khan In this respect voicol the common cconoxic opinion 
veil, when h. At~t "The growth of the smell-scle malnutaulti Ig sector 
in th- sovintiag and early eighties Is atttlhisehle to both changes in
 
government policiez well
as 
 as In the economl,; environment," During the 
acvetti6s a MilJOL devaluation undid a considerable part of tho problems 
h -ih entarprige hadonall cuffered from durfii, Lhu preceding deeade of 

heavy import-substitution. And in the eighties, tha demand for products 
made in small enf#rprismegvn strengthened much by the inflow of remittaneeg 
from mig ant workers while at the same time agricultural mechanization 
offered many opportunities for small-scale aetivitleo in the metal sactor I,. 

particular.
 

This- east a the more i-teresting bqcause the policy mascures are of mcirh
 
CtO-nAturP. At rtime
the same there exlsts an extended buraiauaruatc *up

pnt inttehinary and thus the Interesting rmumnr'h qtiettion remains to what 
extent the institutional effort is to be ssociated with the actual perfor
mance 
of 1hi 5egment of industry; 
we will return to thiV,, separate paper,
 

The Indonesia pitperx put imphugis on the realization that in tmpnrt.
aubstlLutlon strategy accompanied by a htavy vinvihtiss an captal Intensity 
implie such a lov eaployment elxxrlctty that structural unbalances are
 
unavoidable, The urban amplyaont bituatlon has developed so a1iarmlng.y 
that pidley making with the 
 is to rapidly rretP joh hXX bOCone a Matter 
nf great urganey, Hasibuam In his report lays heavy emphsais on restoring
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1tbalanee" in the proceso of industrialiration. na roncludia that the In

dustrialiuation model of the paut 15 years hu had a deep Impact on the 

rmtr icturing of th Indunesian economy. Tet, at this moment, balance in 

Industrioa.1 organization, in size-composition dponiudm 'pecial attention for 

the sasll-Beale segment of industry. Rahardjo searchee for the potential of 

development vithin the vaguely dotined Small.scale segment of industry, ge 

shows that atatictically significant changes havnw nccirred as batwtrva 4ut

tage industry and '5mall-scaleenterprives. His productivity assesament is 
fltto:o$ting vith tne cindIng that tottage tndjUtry scores relatively high 

along vith large and medium-3ize factorit,. 331 out unfnvourably.ncmes It 

*ppea as if he approxtmates the obbervation made before - in the Indian 

from C1, even S6I from madium-acale, particularly vithin the 19-49 ra ige. 

As it is our objective to repoart on the innovative aspects we will not 

report on the VeLy extianLve credit schemes vhich have been implemented in 

Indonesia. Also, during tht conference no studio@ wam mfrt-rzed to which 

were not already availablm thrjumgh other channelg. One aepeet raised in all 
three Asi n rpports - and on uhich we will report in the context of the 

Colombian osc rctors to the need to properly sR.nm the meaning and 

potential of sub-cnntrirting with large industry. Vhile, Parhap8, till 

recefntly negative points wore given much attention - such a3 the heavy 

dependence and the bad working conditions - one now observes a positive 

appreciation of mNm1I.ii4 like stability of demand and access to new technol 

ogy and the intricacies of factory work and organization. 

B. The Afrlcan RvporLt
 

The contrist with the Alian cases war strongly artfrulated. Here, rather 

than taking a relatively successful traneformation of the notional economy 

as a backdrop and so doing situatlng small-scale industry - one observvs In 

ea=h of LC -h--L Xr t = crn-n tho pozen..... -.-. ,bou" 


tili of the sector and uncertainty about the adequacy of policies to be
 



FROM WRLDSNK WASH 4778451 TUE)05.24.dd 0 0-5 

I A1'.i* Mo 'a tr g " tl i lt ii 

~~~~~~~~~ Wi.Us A,,6 %m~ hICatilnii v,, .. iIsnu. li... J1 

dumtrial]7Atinn prnoi mo 4% pih fpcp in a lar-9 numb*tr If A fri,1 

I;UUIIILi, t. We refu:L here fur l.n$;temf to the relati e position o fQIVrC1$V 

$ooda, Intermediate products and capital goods in induatr',l production. 

A ready cofisensus vas found among those which presented reporta on Ept, 

Kenya and Nigeria vith respect to the fo.luvIng poits¥. firt , the Inteirs

tino of the development of small-scalo industries in a vider contaXt 0 

micro economic pianning a€ been insutticient up till nov. An Inacation 

here is that industrial policy analysis too frequenLly ignoute. the size 
... .. .. ... ., , . . '.. .. . . . , .- 

financial resources leaves much to be degired. For each of the three cases 

ampirleml evidinr - hA-t nn xirvoy MtpdIm.q - rsvealed "fnfia na" tn be 

pernLved ... Al ng mtAjor ebo;tinin and pr.bl.,s. A 

third issue - and this runs as a main line of argument through all came 

studivum - Im a dp.fic'ienry of demand. Intersectorul linkages are veak, 

givwrnmanral oAlimio, pAy inmffiiAg Attenlnn tA thim PARrn A.Ennnmir. 

prrAteter forvard and backward ,linkags vithin industry hadc net been 

promoted Jr. a .XAtifACt1 0ry MAnn; . A. IL t-, - 4, 9A. 4, V 1 :t-...-. 

rfa.v sip.nh-nt nf *hP mmR11-urpla iniiatrv mnnrlyJ han bean lacking. Another 

leaue relatco to the mixed experiences with Supporting inatituvton~l tOo 

ort-i highly v-o-.venkb w t, ctvk owl ; -- ,',,- , -. fir w -mi. 
PU-zL 1&1 IA L 1;31. IL , l'us.L;iw i.W v.o was . .. .. . . . ' . 1 ..... a.-. 

IAI.W, V . LL, A MAllli L L L.4. 11116IV ,Mt 

training, in spite ol numerous projects in this area, had not yet met with 

enterpriaes in particular,
 

1: 1Z i- *d....n that c.h :! th: nzu-- b..q ... :rt* 1.14 h:n..* 

-- **f '.---- --- - .. . -- ,,M-- -'a% -1Sh -4 hriid 

fenmaie ployment and vomen's vorking conditions aV Wt iupULL11. ,OLiay 

.... 1 ,,;I 1,1114-I t ktMAe 1 l , I , I I % ,ll1.w 1 . .. 1,;,,; 4 l ,ill.. a.I "L 

rcaoIoLe till adequate data actording to proper criteria uL d1u,4suS.*.L4
 

http:d1u,4suS.*.L4
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t011. AMhnIt
have been collected. His summiry of eXitign e-.-Ar'h InX(AnR 


variety of earning levels as between diff rent
the existence U & grust 


categorie of ouc1h enterprses, As employment creation is an overriding
 

he took the view "that most of theme concern in the Kenyan situation, 


prnblemn - Pmmnate from a lack of a comprehensive and suitable oupport 

polioy for these enterprioca (Vahome, p.23). Olanrevaju in her "Urban 

Employment in LDCb diid the Role of the Small-ScBav Sectori a Case Study of 

Niffria" shows convincingly that tho kind of joba may leave much to be
 

desired. on close inspection of cxisting data it 1s found that a very high
 

periods of
 percentage of Johu created actually refers to !earning 

apprentices. And a preige Scrutiny of reality rsveals that & high poroent

&ge of the small-scale employment is chareaverised by very lent vorking 

labour, by unfavoutiblu ciLcumwt1UzuVN in Luurm uf uccupahourv, hy child 


tional and health conditions. In upitt of elaborate aahomos of supporting
 

such efforts very critically when itatingi "In

pollies, she assesses 


in Nigrria 1 yet to edequat-ly adore.cOnLl1siu1., ihot mm ]l--iit'lp x-rinr 

the problem of urban employment/Ieome generation. Only a fey peopl cean be 

the qualityclaired to be genuinely employed in the sector and for these few 

fre pathetiof their omplnympnt 1iAve$ mmoh to be Oeve1d as income )*veto 

cally loy and hours of york are abycmally long. A noetor on vhich so much 

opialstM is bases, is yet to live up to expectation and may never live up to
 

thiR expctation unloa N rqeprishoinsive policy package is designed to ensure 

the viability of the seCtor, guarantee *ontnued labour Intensity in the 

sector, set attainable employment/vorkig conditions standards for the 

nporAtnrs in the sector on the positive corrulation
spetor And oduoete 


between the observance of safoty stondards and iaprove viability. Only then
 

look forward to a virile small-scale sector which can adcan the country 

Proble#M quanttatj vely and
 

dress our urban *nployuent/ineoaMe 


qualitatively."
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C. U81lJ-Scale Mafluta¢uring In Latin America
 

Ware even than the scientists from the other continenta, It was found that 

those vho came from Latin America 14d heavy ummpl ihnaon the industrialiva

tlion process at large and the determining Kole of macro-economlc pollaies. 

As One interim statement puts iti "In a general "taer, Andean countries 

have a eank industrial sector whlai hitiduv&1nped tm thr. hAmft nF R xtrnng 

1mpoit-mth-c-Itutton policy, vith an unbalaneed oactoral composltion. In 

addition, the Industrial sector is highly haterogcncouo in terms ot tech

nologls, and an Important share of industrial valv added 13 gin-rated by P 
rvduced number of large onrabliahmenta vhich have directly banefitted froi 

protective policies and Instruments. During the etihtles the crisis n our 

regions ham mItcvn the limits of this kind of development procemses and it 

ha. mods imperatlve the need to revise the current development pattern" 

(golicy Paper an Latin America and Spain, Casis, Forero and others, p. 3).
 

The SSW sector conceptually in given in important role - not a decisive one 

- from a number ot angles; balanced Industrial developmentl employment 

genet'ation, invntmc dlitributtun and - this point was made repeatedly 

yocietal democratization. R5sseeqh by Fortro and Urib4 indicates convi

ncingly that the 'performance' of the urban labOur markets in Colombia 

rorrPlates c uculy with the cyclical behaviour of thQ economy/ particularly 

in the cightlcs thi hae been found to be the case. Less then before is it 

possible to isolate the 'informal sector' or the 'small industry en

1PrprI'n.A' from the economy at large. Foraro speaks of P "gradual process 

of homogenization of 	 the labour mArkat and the breaking ot the typicel
 
a
esrliar fivmentatinn... (Porero, p. 11). Tt was found that the o.ep)oyment 

loitlcitV for permatent work is about 0.15 and tor temporary employment 

amounts to 1.3. it furthermore ha been tound that mobility within the 

urban labour markets has inuteamd much during the past decade, "Thu very 

interesting fact is that a progressive disappearance of earlier dlfforenooc 

between tormal ard intormal seotore seems to be occurring. In fact, dif

ferences related to gander, marital statuv, (emily position nd origin hevo 
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aSeo0t disappesled, and edueationil differenesa have also Steadily been 

of the increase of average eeucalonunl level of the labourreduced because 


forces (Forero, p, 31).
 

Of partioular theoretical and policy relevance hca been research on regional 

differentiation an bctveon various departments. Basic differences in In

duMLluliatiuI way b* idmntified and as a result different pattorna of 

small scale induotry are found. And thus "imnputaint Is the conclunion 

Impointing to the risk of ine~flcloncy in policies oriented only to the 

provient of the firms pprfnrmiu'e" (FiIULO, p. 10). The nature of 

agricultural development and the 4haracter ot urbanization - In particular 

the position of small, intermediate cities -.here Is to be analysed further. 

And rather ignitficantly, Forwro cuiicludwij: "Tt it nun clear thmrmfore that 

the -condiinformal small-scale menufacturing can divalop independently of 


tions vhich will also generate intermediatu/larKe firms. This does not mean
 

that vmal1-sealp .nrnfArnr ttg i nit ly develop pcodUcinl inputs to the 

larger ones. Thet ost important relationship may be depmndmncy of SSM on a 

demand qrruirtiure as generated by income levels and distribution of income 

vhich are oharsacertatic of 'modern industry'" (Forero, p. 06). 

In the Latin Apwric'Hn 	 iouti.xl - and particularly in Ltolombia - much atten

to the so-called 'micro enterprises', which form ation ic being givan 

segment of tho informal economy vhich in to be distinguished from 'Nmptl 

husJnPx the firmt category has lems than 10 workers, the *econd fro. 10 

in also found more generally to 50 workers. In the Colombian casp - as 


the micro enterprise play a dominant role as employment cruntor., Kwovarch
 

e.g. by Oonierri (qUiliutei, Ku list Of papers) has revealed that vithin the 

category of micro ontarprives sall highly dynamic sugments - rjostly with 6 

to 10 vorkerm - exiat vNich poassest a sttong potential for development. 

Vhlle the greater part falls In Lhw category of 'survival' firm., it iL this 

viev must be given special attentinn from an
s3mall segment which in his 


presenge and twpwuduinduatrl&±ization perspective, "Evidently, its vary 

:ion show hnt ,livy play a productive role In the economic space and that 

http:iouti.xl
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tvwjm...I ma'ketas, 

of them are arpendlxer of large anterprises and therefor, dn't Ihv, Kny 

aelf-determination nor tonetituto a productive uit able to take indi pondent 

decisiony in vwriou usrketg (Ountoro, p. 5). 

they have some cnmprtII In sous It is also true that mOany 

A consequence 15 that rather advanc*d Toahnologifs hive av4.d thoir Vey to 

the e rdall enterprises, thus nlmn anabLing earning ievel to improve 

considerablv. It vas reoorted that e.. in razl and colombia this seament 

Ifr .I1,,. m A,, n,,ar linh11.,111 ,,,11111.4 I 1,..N . nd n". r*I.a,.y havc b i.i 

operation l to InaetiutionallaE the asisitance rendued 1u MicLu-enterprnerA 

gener-illy and the dynamic argmtl £W, ,uLkI. !,wLia1 evaluation tella about 

an increase in the average number of jobs from 3.12 to -,.3 employees; this 

is important a miany experts exple that the usual teult of such pzogLamanv 

Is an increase in the number at entcrprlseo rather than in their actual. 

pugtucpMNuiv. SUNC 41tn 1(ig.03t A con~iderabl increae in earniLnIe for 

ovncr3 and workers; moro revearch nesd. to bg undertaken in this rospoet. 

Apwtrc- and reg.on-specific raoearch will soon be undertaken to Mid uut 

vhothar mnov tpeciftc policy recomawnrditinm rii J he made.it 
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ConItuuian
 

The frIori.4iii hsai presented the gist ot papert And proceedings Of an inten
sive axahangi of viewt by experts Involved in policy ewecution/ftrmulmiln 

and independent researchers, The cano han beon made for A more halaneed 

complptwlty1y us betveen a prnjeet and a pnlicy approach tovards small.

1i481 antorpriaon. 

The role of intermediate cities and the Imbntir dimension appear, further

more, to be iapects of the phenomenon which have received insufficient 

attention both in policy making and resetach monitoring, 

Cast etudite tand to preagnt evidence of relatively low productivIty and
 

efficiency in the 'real, small enterprisesi ot the main@ timq, a small meg

ment of 'micro-enterprises, and the medium-size category may deserve more
 

attention just from thene perapectives.
 

It ie to be expected That the 'efficiency' issue will provide cause for 

intee debate and controveray over the coming ymers, GalneralltiSons ire 

nnt reqmibl nl the bmais of one vell researched case: the Indian one, And 

even in this cee mnrp rpqAprh IR nnrded before conclusive bLaLeiviits rr4y 

be formulated. 

It, of course, should be rualized that a verdict us, one score should n~t 

decide on the relative merits of policies to auppot; imall-sale induwtay In 

the context of a wider range of developmental objectives. It, however, 

mounds a solid warning against unprofeagional and over-enihnuslAtlic support 

for the small entrepreneurs The Colombian study so vell as the reaearch 

report on Yugovlr'a by PULUln suVLoeesd vail in making i strong case to 

give mall-scale industry a well defined posce In industry at large. The 

entrepreneurial talent and the decentralizing of tho development proces may 

only Axpond rnpidly if .5l-ncnl. industry has been given a rightful plate 

within induotry. It this Is not dons, demoeratization of the economy may 
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muffeq! a 1 tho is a gioArer danger of stagnation and lack of 0n1ov!tion 

if the entrepreneurial initiativl iX l1rlIff IIIiflly.vo vttY, 

The research findingu imply Ithit mmy resources may be vacted if nO U-count 

is taken of conditioning factors like the g"ogrpphirs] area Or the aggregate 

Aupply and demand conditions. Hore pouitively, it yas hoped for that duvini 

thiu cuming years inhonne dehftta and exthange of eperiences vill provide now 

insights in decigning sdequate atid aiffeilent policies and policy 

intrastuctires, 
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Annex: Papers produced by participanto in a Policy Vorkshop on SM8ll SCale 

Industrialisation at the Inotituto of Social Studtpq, The gagUe, The 
fletherland, 198/. 

Coloobiae Small Industry in Colombia (Clara Ramir*s Goner) 
Urban 	Employment and the Zxpctod Role of the Small-Scale Hanufacturing 

Sector in Colombia (Edgar Forero Parho)
 
Miero--entorpriau and Develupmunt Pulicys The Colombian Case (Victor


Manuel 	Quintero U.)
 

8gypti 
Egypt Mnd it. m~dl Induatrial Ddvelopment Pclicis,I Induatriest 


Strategies and Institutions (Halek 1l-AShkar)
 
The Economics of Small-Scale Entarprims in 99Pt (Nidie 91-Sheikh)
 

Policico Tovwrde the Small-Soale XHtnuractuLI.u Sector in !ndia (S.R. 
RHihtm & S.1. Ahlitaulta) 

Small-Scale Induitrilalization - The Indian Experience (J.C. Sandeagra)
 

Small-Scale Industry Development in Indonesia (4.vuti asibusn)
 
Thu Devalopment ot Small Scale Industry In Indonesia (H. Dnvav
 

alhedjo}
 

Knyao 
Kenya'. Policy on Small Seale nterprises: A Survey (Ong'ol Odidi) 
Isues; Relating to Small-Scale Industrialization !n Kenya (James G, 

Vahome)
 

Nigeiln 
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