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PAilT I

I. Jj1Tfll:JUcrILI:

S:",lall-scale and rural industries play an :lr.lportant role in accelerating the
induatrial deveIopocrrt prOCe33 of a.Lnosrr ever-y de·.relopin[ country. T:1US the dev'elop­
ment of small-scale and rural industries has been Gi"!"~ hieh priority by the biennial
Conferences of African ~inisterD of Industry an-I by t~le Fol Lov--up COi,t'Jittee. on Indus­
trialization in Africa. It Has a~so approved by the Technical Cont.aitt"ee of EGA in
ICwnI1asa in February l~ an-I the Hecional 3ympo::;iu~j on Inductr-La.I Policies and
Strategies in Africa l1hicrl rras held in IJairo~i, ;-Cenya, in ,september 1979_

The ob ject Lve of thi.:; Repor-t has been to r-econnnervl means to assist African
Covermnenf in further c~e1elopinc or strengtheninG policies and procraa.es for the
pro@otion of rural and suall-scale industries eatablis~ing or reinforeine appropriate
institutional machinery Hith a vie" to enhancing the actual irJple:oentation of projects
in this field l-Jithin the context of creatine delf-sustaininc indllstrial development,
and self-reliance at national and ;,lultinational LereLs ,

:·.fith the above ::1entione(.~ ob ject Lve in i71inc~, the pr-o ject; team studied t!"1e situation
and experiences of a nWfuJer of African countries, so as to be able to m~(e recanmenda­
tions as to -nhat might be done to assist African Government-s to:

(i) dereIop central policies and prograi>,nes for the strengt~lening of
s~mll-scale and rural industries,

(ii) design DUpport services and institutions for prOl:1otinC sLlall-scale
and rural industries,

(iii)
(iv)

undert~,e training progr~n as for s~all-scale industry develp~lent,

study modalities for establishinG contacts and practical co-operation
Hith relate,1 under-takdngs or institutions, both l1ithin and outside
the rer;ior..,

under-t axe t:le noaf appropri: .te :Clean" for facilitating collaboration
~etHeen :::!;Ci'l and Oovernmenbc in the i::1plelilentation of the small-scale
and ntral Lnduzrtr-LaL de veLoj-merrt pr-ogr-acne !-rithin the overaL], concept;
of TCUC proc:ra~T18.

A stu'-ly Elission to Inr'iia traa also underta!cen ~.Jy the project tea~;l Ln order to 'lief!
at first hand the experti.ence of that country in proUlotinG the development of small­
scale industry. ~ia has been a pioneer country in thin field and consIder-ab.l.e in­
si6ht v.ras gained frOIJ the opportunity to 'J"ie!l at first hand the experience accwnulated,
and to neef some of t~le rr:li-:t'iduals Ln roLved in, the successful efforts of InC:ia
to accelerate the devcLopnenta.I process throuch priority given to the s'·,lall-scale
sector. In additional to national Cffices aro Ip-stitutions concerned >lith the develop­
ment of small-scale in:~ustry, fire ,staten, and their local Level Gffices ner-e visited
as well.
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lTax/vmp/TJ11 Y .l.9-.80.,
a) Composition 9£ the Eission

Mr. RichardH. Clark, Team Leader
consultant!~C~/UflIDORegional Adviser
Small-scale Industries
Joint ECA/UflIDO Industry Division
P .0". Box 3001
Addis AbaDa, Sthiopa

(Telephon~ : 44-72-00, extension 444
""Telex: 21029" ECMIlDISABABA)

Mr. Kana Kwala Peki, Project Officer
'Economic Affairs Officer"
Joint ECfy'UflIDO Industry" Division
P.o. Box 3001
Addis"Ababa, Gthiopa

(Telephone, 4~-72-00, extension 305
Telex: 210~9 BCAADDISABABA)

•

b) .schedule of lIission:

INDIA

14/5/80 ­
22/5/80 ­
25/5/80

"31/5/80

AFRICA

20/6/80
23/6/80 _
4/7/80­

10/7/80 ­
5/8/80 -

22/5/80
25/5/30
30/5/80
20/6/80

27/%80
3/7, 80
9/7/30
13/7/80
22/3/80

Delhi
Hyderabad
Bombay
Addis Ababa

Caborone, Dots~ana

Antananarive, Madagascar
Nairobi, Kenya
Banjul, Gambia·
l' abat, Horocco

(NB: A list of persons contacted, as well as a list of documents collected, reviewed
and incorporated as source material, lIill be found in the Project :lission
Report .(1.. ).
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c) Proerar.1r.lO of the IU30ion

The t ean cpent 4 ;lonthc in Addi3 Ababa for briefing and preparinc researcb
outlines onG::lall'-acale induatrial deveIopoerrt Hn the countries to be viaited.

Field '~.isits wereol'Canized to file selected African countries to discuss the
above iSGues with officials fro':! inatitutions involved in policy malting for small-
and rural industrien, as uell as }Iith those responsible for- executine those policies,
inclucling actual operatinc e~terpriGeD. :TheGe"wh~re7erpossible, specifically included:

(a)

(b)

(c)

(d)

,:inistries of Planning, Industry, Trade, Finance;

I
Indigenous s'-lall-Gcale Centres, TraininC Units; and Industrial Estates;

Zxistine o:Jlall-scale nanufacturinc- units in the countr-y]

International agenc Les in the field, enGaced in the small,..scale developnent
proc~a.1.,e;

(e) Such other iruotitutions and indidduals as could provide,aluable information,
such as aural ,)c;rteloprJent-·extenaiott Der-fices and co-operative organisa~~ons.
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II. FUNCI'IONAL ROLE OF Sl1ALL-5CALE nlDUSTRY IN EalNOiUC DEVELOR.mNT

1. Preface
"'!

a) The hiotoricnl context

The process of econo.ado de\r'elop:tent of neuly independent count rd.ea lias, started·
in the tuo clecaderr folloHll18 ~}orld ~Jar It. In the following decades and up un1:il
the present tii.le, t:,ere ;,as been a strans tendancy to;nodel industrial'deYelopment
on. the exper-Ience. of :i~atUJ:"e econondes , both in, the l!cst.ern, iaarket economy cmuntries
and in the eastern European, planne<;l econoutes , 39th these exampkes .have offered
the r.loilel of tIle 1arte, ;,ighly stroctured,unit of production as lJeinC the 'most
recent and' by il:Jpliciltion, ;-,lost 'efficient instrument of industrial/economic develop­
uerrt ,

It Nas fashionable .both for ~.lature economtes to unge this model on newly
independent courre r-Iec , and for the cleveloping econoau.es to look to this model as
the answer- to rapid deve.Iopuerrt, l:assi7e investment. of deve.loptng couirtries own
reoouroes aa well as ancistance resources uer-e and are devoted to lJhat Has a
familiar and reassuring model, .both to adviser::; of developing countr-Ies r and to
decision maker-s in -"t~lese' countr-Les , nearly all of trhom had been trained and educated
in countries 't--dth uatur-e cconorad.ea anc experienced in the Hori-d.ngs of the lc.rge
ocale modeL of industrial deveLopnerrt , The results of the transfer. of thiS-1aree
scale "riodeL h'aien.ot r.lct. 'Uit:1 the expeccat Iona vrhich t~leir adoption had encouraged.
Fur-rhermor-e , at 'a tiue Hhen matur-e econond.eo are exper-LencLng 'the limitation of the
1aree-scale nodeI anrl increasin.zJ.}" re-e~a.'Jinine the advantages of a more small-scale
approach to eocno..if.o de7'elopment in a chane;inc rronLd , the deve Lop.ing countries are
a180 Lnc reacdngly called upon to re-exanine their industrial dere.Lopmerrr strategy
and policy.

In the process of concentrating on t!1.e large-scale model, resource and policy
priorities have natura~ly Jeen concentrated on thiG sector. Fiscal, credit, import
priviledce and l1ar:cet protection incentires have all been dire~ted to the large scale
sector. At beet, the small-scale nectar NaG often iznored and L, many cases it
Nas seriously inhi::tite:i oy policies designed to encourage ind'lLSt'rial development
based on tile larGe cca.,e nodeI ,

IT OtT planners an;' policy ma'cer-s in devcLopdrig countries are becoming increasingly
auare of the "'7ital role played by the Gmall-scale sector in both developing and
.natur-e econoen.es , =·antorically, the moder-n deveLopnent of what are now ~ll;::lture

economieo began with tbe s;~ll-scale, entrepreneurial organisation. Even no~, in
[lost mar!tet economy mature industrial societies, uhat can be defined as SMall-scale
enterprise in these courrtr-Les represents some CG per cent of CDP. l-b1iously such
Gonall-scale acti'J'ities tend to cater for the ser7ice sector needs of the economy
and for opecLaf Lsed or li~.lited scale mar-xets , T:ley have proved to be the mortar
uhich bolds the Jric!~G of the large scale sector together.

In uarure , and especially in recently industrialised econonues , the small-scale
sector has proved itself to Se an indi3pensible part of the developmental process
by providing, t hrough 7ertical and horizontal integration t-Tith the Lar-ge scale
aecb oe , componerrto anc~ cer-,ices at Lnput ;,ralues iJhic:l cannot be dup.d.caced by the
large-scale enterprise. The ver-y size of the mnall-ocale enterprise ensures greater
flexibility in adaptinC to clrang.Lng mar~cet and econoufc conditions. Prc;gmatically,
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uhen condd.t Lona are such that the sUr"'vi"'I'al of certain sr.lall-...scale units is no longer
via'.:>le, tIle aocLaI and economic coneequcncee .aro ,tX>I'C easily absorbed. The er..ample
of Japan in the oorrrext- of integration of the tHO sectors has been stri:<ing and is
a .aa jor' factor attri;'uted to the spectacular success of that countries' economy

• since t:le 1950s. 1/

It can be arG\lec'. tl1:at t~le continued sur-J'iTals of t:le small-scale sector in
c;eYelopinc countries, in spite of' >That have often been neglect or even identifiable
constraints, is a tri'mte to the vitality and dynamd.s:n of the sector. 'll,ile the
essential role of a rational large scale is not for a moment under-eebdmated, it
should :)e recalled that every large scale enterprise, Hith almost no exceptions, and
those ha7e not necesaarily 0een the ~ost successful, had its origin as a small-scale
enterprise"

DeveLopfng countries then have ever-y reason to become increasingly anare of
the inteGral and indispenaable role of s:lall-scale enterprise in t:>e process of
economic k3ronth and diatribution of benefits.

It llill be the Loal then of this project report to seek to indicate Hays in
<-I:11C:1 "ehe m-T8CA cart corrt r-Enrt e to the efforts of deveLopdng countries in Africa to
Jetter stimulate the integration and gr0>1th of the s'Jall-scale sector in their,
planning and policy ma::inC process ti>l!an:is strenGthening their economies and enhancdng
the standard of li7'inC of their peoples.

, "

1-) "Lessons for LDcs from
and Statistics, Bulletin ilo , 33

"•••• Oxford Institute of Economics
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b) The present and future. cont",xt

The next two dec~des .of economic' development in Afri<;a will be characterized by a
massd.ve and intensive. effort to incre.ase agricultural production, in order to meet the
needs of Africa's growing population Q

Much vI this increased. agricultural production will, of necessity, be generated
by more capital intensive and technology oriented methods. Thus, while a portion
of the growing labour force will be absorbed by agricul turure, it is clear that
lees labour 'intensive forms of agricultural production will not absorb all of this
labour force. It is e9timated by the IBRD·that tuo out of every three job·seekers.
;rill seex no~-farm employment over the next 25 years.

These trends are illustrated by the table to be found in annex at the end of this
section (II. 1)

Provinding employment for t h i s grOldng Labour pool must be one .of the major priorities
of d-::veiop""",,: t'lJ. st.·.:.tegy for Africa from here until the end of the century.

\Thile some of this new labour force will undoubtedly remain in rural areas and must
he catered for in these areas, popul.ati.on movemen'ttrends already indicate that a!
large proportion of t hi s Laboun force, and their. ftlfJ:l.lioo, will move to urban areas.

'!ithout adequate preparation to meet these challenges, most of this new labour
force "ill congregate in urban areas "here, for the most part, lac1dng in skills and
opportunities, they represent a grave danger to countries striving towards economic
growth and increased standards of living.

Only ~lear and sustained policies for balanced and rational industrial development
will ma,e possible the productive and stable integration of the fast growing population
and labour potential into national economies. The implementation of such policies for
industrial growth in a systematic determined fashion will mean that this new population
can represent a resource for economic development. GNP and per capita income can be
increased through the transfer of labour from agriculture. ofton at subsistance level
at present, to morc productive activities, bo th in manufacture and services.

ro economy can achieve healthy, sustained growth without the presence of
a vigorous, di ver-ri.F'i ed small-scale industry sector. Host developing countries in
Africa have increasingly beco~e aware of this aspect of economic growth and are already
prepared to or are in the process of, giving increased policy priority to the encoura­
gement of small entrepreneurial activities.

It must equally be a priority policy for development agencies to give assistance,
encouragement and guidance to these countries.
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r.nnex 1
Global ;)ata on Urban--Rural Population, Urban-Rural Labor Force,

an,' Labor Force in Agriculture, 1950, 1960, and 1970

?opularin~ (000)
'>otal iTrban(1)"ura1

Labo:: [=..(000)
Total Urban Rural

Participation rates,
percentage _

Total Urban Rural

AgricD1tural
labor force

(:JOO)

(1950)

~;asteril. Ai"rica ~,' '-, ~C":' 5,111 33,73J ~O,161 1. 9~5 38,16f I,S.2 33.! 45.6 3t ,,00,::

!'estern ..'\frica ( '1..) !l ,,31j C, '105 64,403 35~j17 3 ,L~'}2 32,315 t.», j 43.5 50.2 20 .,395

(Fercenta~c)

Eastern Africa 1».C: 5.8 9~,. 2 100 o~".i
c 8 95.0 iJ9.6J.

ve s t e rn Afric£ l{-"~' , 9.7 ,0.3 190. ,~

" .'3 ~lo5 5302

(1960)

I ~_ssteTn '<:'rica 11':) ~ 3f,C' 1''1 ;22 100,544 48,3S2 3,2023 1,4,5']J 43.7 37.~ 410.3 41,653
r-, '}estern Africa 3/ ,Ll 11:.A25 76,462 42,,%7 4 }54/t 35.523 45.6 39.8 t.«, 5 31,431
I

(percentage)

Ea s t ern Afrtca lU') .c '1.3 90.7 1 !',r r- C.0 92 .·1 85.1~. ,~ '-'

Tlcstern ,1~frica ICC: 0 :~\ 13.0 87.0 lOC). .~ n.J 88.7 7:;.4

(1970)

7astern Afr ica JJj.t, ·24 17.,1':5 126,239 6'J~ll{1·/ 6,4<5 54,022 42.J 36.1 42,8 4S~5S7

\)eetern Africa '1 ' J2'~: 12~829 ,2,231 47~75.s 7, ,}4il 40,710 43.0 37.4 44.1 34 ,/..S:)_L .....!_

(percent.age)

eastern Afric.a 1()'.,.: , '-' 12.3 87.7 100.'-1 10.5 8S .1, 82.0
"qestern Af r ica i'·V'). J 16.9 83.1 10C;. :J 14.8 8502 7:2 .1

~ -
(1) ",'he national definJtions of urban have been taken.

Count.ry-vspcc Lf i c Ji~finition8 can be found in UN
Demographic Yearj.ook (;.'Jew Yor k: l'N, 1973).

Source: United Nati~ns Secretariat, Department
of Economic Affairs, Population Division.
"Selected Horid Demographic Iudicators
by Countries" (ESA/P/ITP 55) l1ay 1975.
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AnnuaL Grouth ;'.'-ites or Urban and Rural Populations) Urban' and Rural Labor Force ~

and Agricultu~al Labor Force in DevelopinE Count~ies, hy Region, 1950-70 (1)

Growth rates (?ercentage per year)

Labor force in
agricultureP.ura1

Labor Force
~-:::---,­

~JrbanTotal!tural
Population

UrbanTotn..lYears and Y~bi0n

1951\·-1960
--~---------------------------~

Eastern Afric8.

~';estern lJrica

0.99

5.04

1.83 1.26

1.26

6. f,E

4.l:i

1.46

0.67

1960-1970

Eastern Africa 5.44 2.22 1,,94 1. 7!,

2.35 4.39 1.36 ).91
I

GO

I

(1) Calculations ar0 based on the data in Annex 1.

Source; United Uations :::ecretariat~ Depar tmen t of Economic Af f a Lr s ,
Population D~vision. "Selected ~,orld Demographic Indicators
by Countriec (r.SA/P{P;P 55) Hay 1975.
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z, 2e.f..initi~

The Ul!IJ( Sy;:lpociu:' on Induatr-IaI DeveLopaierrt , Athens, lc;!67, ",as forced to
conclude t'1at: "It ia neLcher- posadbLe nor desira::>le to attempt to establishunifol'r.!
ir..ternational criteria to de:::li1e G:~all-Gcale inc_ustries". The Georgia Institute of
Technology :las identified, in s cverrty fite eountr-Lec , some fifty rnryingdefinitions
of s:oall-scale Lnduzrt r-y , :IOlTerar, for the purposes of discussing the role of 8mall­
scale industry in the natLona; de7elopr.lent process, some standard of identification
of the subject uncl.er discussion ldust oe adopred ,

In this report, the standar:--"! utiliGe~ by the .for-Ld Bank llil1 be the standard
used. That is: Any enterprise l.hich is classified in its own country as small-scale,
but su::>ject to a ceilinc of fixed asset investment, excluding land, of US$250,OOO (1976).

-This ",,'lorking definition therefore trouLd include:

(ii)

(iii)

Enterprise" in the traditional ~ector such as artislU'..5, transport,
sr.,all trader", nadrrtenance and repair tradesmen,etc.

Orcanised errter'pr-Lses active in trading, construction, maint~e
and repair,. tranoport,. crafts, etc.

Sraa.LL .ecder'n sector i:mnufacturin8 enterprises, who CM usually be
c!laracteriG""; 'oy investnent in fixed assets in the form of machinery,
and the pr-esence of e l.enents of middle management.

ThUG, small companies incorporated in Lan , family concerns, small l,holesale and
retail businesses, ar-t Lnanc ; eer-vdce acti1itics and cottage industries come under
the present terms of Liscussion.

This ,"orkinC definition is applica:>le to both urban and rural areas, although
there' Nill naturally be an! ur-oan Jiaa t o-rarda service activities.

It -i8 clear from the ter:-.1G of the Horking definition that the sector referred
to as s::Jall-scale is r>r",,,arily Laoour , as opposed to capital, intensi·Fe. Thus. by
definition, a generator of nor-e empf.oymerrr in t erns of investment than large, modern
sector rnanuf'ac rur-Lng an,.} .pr-oceeadrig induatry. It has also been observed that small­
scale acti'dties appear fo Generate nor-e pr-oduc'tLve O\1tput in tenns of in-restment
capital than large inc1untry. Therefore, it l,[ould appear desirable to examine more
closely the opportunities afforded to the deveLopdng economy of allocating policy
priorities and an appropr-Iato share of available resources to the encouragement of
the s~all-scale lnanuf~cturing and cer/ice sectors.
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'smull-scale indust~J tends to be far less dependant on imports of raw'materials,
components or mactrinery than medium or large industry. They are obliged to make use
of Ibcal resources Clhich otherwise', in many cases vould not be exploited at all. Local
and specf al.a sed mar'kc t s uhich «ould not interest medium or large industry stimulate the
emergence of SSI which thus contribute to improved quality of life and at the same
time provide "'1 outlet Eor local investment, skills and resources focused at the local
level. Thus, SSI ulso generate additional indirect 6nployment and economic activity at
their own, micro-level than they are generally assumed to do.

i. ResoUrce utilisation
SSI provide and outlet for local ini t i atives and indigenous entrepreneurial

talent. They promote the improvement or development of needed skills. Through
the modest investment required, savings are mobilised and capital formation occurs.
A grmTing 3SI sector s t irnu'larcs the economy through competi tion and innovation. 'lY
proViding goods and services ~t local level, accesible to a local market, incentive
is oiven to increase productivity in other areas of economic'activity. including
agriculture.

On the community level, the requirements of SSI for local r-esour-ces , both labour
and material; the aVililabili ty of goods and service amenity, cont rd bute to social
stabili tv and act as a 0r",,,, on ,rur"l/urbOlll migration. Rural development benefits from
the countervailing lin~ages between industrY, services and agriculture; an increasing
proportion of the rural population ~s dril,m into the market economy. The example of
India is of particular interest in this context. Deliberate policy in that country
has, for many years, encouraged and indeed stipulated, that vertical li~<ages be established
between the medium to large scale sector and SSI for the production of components or for
parts of the assembly process. It has been demonstrated in India that this policyoenefits
the larger firms and the economy in general since SSI can often perfonn these functions
at advantageous unit costs. ~SI in most Cases have less negative impact on community
environment and local ecology that large SCale activities.

,Iention has already been made of service industry as well as manufacturing. In
urban areas it is estim~ted by the ILO th~t 3 times as many persons are gainfully
employed in service industries as in manufacturing. Some of these service activities
are of course themselves engendered by the manufacturing, and many more depend on it
for a large share of turnover. Vilrious studies cited by ILO would indicate that this
3:1 r~tio is a fairly standard pattern in urban areas throughout the developing world.
Consequently, it can looically be extrapolated that for every manUfacturing job
created, at le~st in urbill1 are3S t as many as 3 Further jobs in such areas as maintenance
W1d distribution may result as a result of this multiplier effect.
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Therefore the sector of service enterprises ~n10 wre eng3ged in productive activities
must not be neglected \Al~ plwnnin~ ~nd el~borating Dolicics to stimulate the snall­
scale industry sector. Other effects of the development of a vicrorous slTL,ll-sc",I" sector
may include such factors as the drawing into the national economy of Jreater numbers of
the poorest and least e ducatod members of soc i c ty anti cndcvinj them vith needed technic7:'.1
sk i L'L s , thereby helping to reduce inequali t i cs be tween diff"rent, .groups. of society,
regions andvoppor-tumity recipient cZltegories.·· .

POlicies design~cl_ to give par t i cutar cncour-aqemerrt to thf= grovth of small-sc,:11e
industry and service ac t iva tics' in rural ,:u>cas' '.'ill" relieve pressures on the la,rgel,"
metropoli tan' and capital city urban centres'.

ii., . Capi tal formation

The small-scale sector can'be a significant' source of capital formation in terms
of the national economy. 'In favorable conditions.small entrepreneurs are inclined
to save excess cash flow beyond the' basic needs of their. enterprises aud families.• ,
The spontaneous grO\·/th of informal s av i.n qs clubs throughout Africil ocars I,Ti tness to
this inclination.

CreateI' attention by policy makers to the encour~gement of the SSI sector could
stimulate.this·phenomenon by mwcing both saving ~nd 'GQrrowing more accessible.to
the typ i'ca'l sllial1"':sc2.le· entrepreneur. At present f,,1' too much po ten t i a'l savings.
is di'persed in exccssivc'Ly high interest payments to .thc informal lending ~ector'
and in sumptuary consumption, through absence of "ttractive outlets 'for savings •
.\ny observer 'familLw vri t h the 'small-scale' entrepreneur in Afrit\is also familiilr
with the hidden tin bolt filled with notes and coins, wh.ich may be depreciating in
value through inflation and which ~t best, are not carning interest. Capital formation
is stimulated by policies designed to give a oreutcr share of national resources. in
capital to the SSI sector \/hich we have seen, tends to ,have a greater multiplier
£:ffect than the same invQstment in 12lrgc:'scalc, c~?ito.l intensiv~ act~vit:i,.cs.

Since it is agreed that productivity and cmpLoymen t. cr-cati.on '<JJ:'e .cs serrt i al. .ro­
quirements to the developing economy it is import~t to hote' £ind~ngs which have .sugaest
that higher productivi ty of cilpitaihiputs' is' acnci.ved in cnrcr-pr-i.se s a lower level of
investment for each e:nployeethan:~"pital-intensive,large-scale' en.terp:ri'ie~2I.· I.E,
these findings ar-e correctcnd other source mat er-i al. tends to confirm them, then..the 'two
dimensions of 10\/ cap i. till inputs, and comp ar-at i vely hi gh produc\:iyityp~r workf'r (\11<1.
unit of capital Lnvcs'tmont, indicate that promotion of .S8! l';adsto increased capi 't rd
formation through the most efficient use of national resources in c,epi tal and, through
the employment intensive multiplier effect of productivity per unit of capi tal input.

Income, both at the level of the ent~rprise and at the level of the salaried
worxer, could be channeled to a far greater ext01t.than at present, into capital
formation savings.' Gbvcrncment policies and assistance:: agency pro jccts-mus't taJ.ce
this dimension into account; ~hnn elabdra:ting po l i.c i es and Programme to strengthen
the 8S1 sector. '

21 "Small-~c"le Industry in L"tin America", UNIDO 11.£.37. 1969.
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a) Entrepreneurship

Entrepreneurial aoility is not often discussed in studies of the industrial
devckopmerrt proceas , E::perience oeemS to prove that SUC~l skills are difficult to define,
and do n-.:>t lend t-~leIi13elves to f'or-naL instructiono Entr-epneneur-La.L ability cannot be
taught or learned, it is an innate quality which can oe stinulated in certain
cirturroGtancen and l1hic~l can be encouraged by the creation of favorable conddt Lona s

However, individuals wit~ entrepreneurial ability can oe taueht management
skills. Small-scale Industry attracts wLd offers opportunity to the entre~reneur.

Not sur::>risinGly, a large pr-opor-tLon of t:,ese men and women, in every country, come
from the largest section of the countries' population, that section which has had
the least exposur-e to fonnal education. llo country, and in' particular, no developing
country, can afford to neglect the energies 'and abi,lities of these entrepreneurs and
the contribution which their qualities can make to economic growth and social
equilibrium.

If allowed to grot,r, the pool of e;:isting and potential entrepreneurs in every
country represent a resource for balanced economic gt'owth and stability ~rhich cannot
be measured in conventional tenns :"'t ,rhich has been observed, in countries trho have
recently achieved spect'acufar- rates of growth, to 'be a j,o~rerful motor force in the
developemental process. 3y encouraging t:,e development of ;:;.sI, policy malcens are
creating conditions wherein a significant national resource, the entrepreneurial skills
of its people, cro' be released and make an invaluable contribution to balanced economic
grm<th.

&~erience has shown that trIe small ent-r-epr-eneur- is closely tied to his business
and disinclined to respond to opportunities to participate in structured training
situations. He can be more easily r-eached, and tends to be far more r-esponsdve , >then
he is dr-awn into a relationship l<litil a uell trained extensd.on worker. In many countries,
access to sponsored credit f'acilities is associated uith participation. in an e:ct;eru:;ion
nanagemerrr training ~")rogr'ainme. This approach, of course, has proved to. ensure hiGh
rates of par-tLcpat Lon and r-esponse , Such e::~tenGion service, ideal~y,· Can ana. shoufd
be designed, 1::_0 incorporate advice on other aspect-s of business; marketing, t echno.l.ogy ,
and procurement are e::~ples of areas w~ere a coopentent e::tension officer can provide
valuable aclvice·ai1d assistance. A well or~1ised extension. service for ~I also s~ould

have the ca;,>abilityto permit the e;:tension officer to calIon specialist advisers when
t:le need is apparent e

b) Tecbnical skills

Training in skills of a more technical nat\.. " poses different problems to the
kind of support activities most likely to develop entrepreneurial skills. In India,
innovative schemes are being tested, ,and have demonzrt'r-atied their ,forth in reaching
the provincial and rural population. A nunber of training institutes have residel,tial
apprentice schemes; another approach ooserved is mood.Le training wor-lcshops ,
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J.t has ooen suggested that such teclmical training schemes, which may enconpass
activitieG a diversified as shoe-re)air to accountancy, can b~'used to attempt to
ideZltify potenCial entrer>reneurial talent. As SST technical trai,ning activ;i.ties
becocre better esta:)lished and experienced, this approach is one' 'Which should be tested
and developecl o Again in India, such screening for entrepreneurial skills is being
deve.Loped , usua.Ll.y associated wit:, investr.Jent credit opportunities. These experdment-s

, should be f'o.l Lotred attentively, 3J."1rl experience gained in India translated into African
tOlUS, .in light of conditions prevailing in different African countries. A yord of
cantLon c;ith l'c.;;ar9stec!mical training programmes 0 A thorough and real;i.stic'study of
pr-oject cd skaLl.s requ;i.rem.ents, in terms of pIanndng objectives, res.ourc€s~-··bu.sin·ess

and economic trer~ds, is necessary before undertaking specda.Ld.oed training. programmes. to
d~ve10p 3kills for whica there is little or insufficient effective need o The eff~cts of
~oci~lly eorTosive and economically wasteful training of young people in irrele\<lnt
c~tills hc c been all obser-vabke phenomenon in a number- of developing courrbr-Les s

\fllen the concept of a vital ~I sector as an essential component in the industrial
'}lld cco01omic development policy has been accepted by planners and poliGY makers and
gi,"c:, Sl'f';C'ort by ascistance agencies, it will be a necessary part of implement·ation
policie!, to or'Lerrc much of the technical skills training effort to>;arC!s those sldlls
vh:tch ar-e r-eIcvarrc to the small-scale sector.' ,

Th8 aange~s and injustices of uneven concen~ration of the centres of economic
g!'o,;th, ,c"el the distribution of the benefits that ensuej are increasingl:: evident.
L!o"':; gm."errn:erts 'Uldassistance agencies recognise the necessity of cmphasLs Lng balance
:::'n. ~;:le [.,lloQ:::ltion of. l"'esources to the "development pr-oceas , Social, r-egd.one.L and
,~-'~:'"u'Jtura,='- i·X'l1.sider3.tions musf be given the highest priorities to avoid p :rpctuating
:\l~"~ari? eS"~-";lhlisll00 distortions, biased in favor of urban centres, ret;:toIi.$ l;h~ch have
~;;:·":lit~pi"alJ.j' hz.d the greatest exposur-e: to the developed world, and educrrtLcnaL or
~ii'lGll:?.r;tic:"p::':J.vi!.edges,as well 'as other imbalances" SST, by its ver-y D.at;;Jre, is often
:.bl c;' t o t rannocnd these bar-r-Ler-s , It provides an outlet for the enere:ies of the less
cel.U~.::,.t:j~o~·;'llly priviledgec1, its services ar-e required in ddsadvant-aged areas whether
t::.cs-c b"~, ti:e cu·':-er periphe:"'ies·of urban centres or isolated provincial and rural aroeasCl

SSI ~,.s usually local in nature anclin most instances finds both it" principal
i:~?~ts ..~n:~ ?:."'lncipal markets Locaf.Lys It' i~ not reliant on sophisticated technology
",'~l j.:l,tl":U:;tX"'.'r';-';nr'8sc Labour supplyfo:0f;.·d~';are such that acceptable wages C2n· be .paj.d,
::hicil arc sU7)st~tially Lower- than those practiced in modern sector gro't'lth areas.,

'~"-"arch has ShOleIU that there is a strong lildihood t:,at SSI tends to be 'more
.'. :::,"encIlcc1 and, an Lmpor-cant; factor, mor-e profitable in pr-ovdncd.aL, ::,-,:.11 urban
c'.~":~~:~es than in tl1e major conurbations.)/ T~lUS, market forces will enccur-age the
cG::abli"hnent and proDperity of GSI in those very areas wher-e their presence may be

.~J "The Ecot: Jrnics of ,Rural and Urban 2rnall-scale Industries in Sierra Leone"
I!n".vC'rsi'~y oc Sierra LeonetMiclligan State, African Rural Economy Paper- lJoo14, 1975.
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considered par-cicul~ly desirable in terns of a~lieving· social and economic equilibrium.
This phenomenon uruierlines the natural role that ::;::;1 can play as a partner in rural
development and l;gricultural productivity.

A healthy s.::>I sector often offers the Ollly avaf.Labf.e constructive cutlet for the
most energetic and ~bitiaus re~resentatives of the least privileged members of the
commwrlty. ;3y increased access of. these individualll to the productive sector of the
economy, they, and to a considerab~~e.~ent, their· workers and families are drawn in
to the mainstream of modern society•... Jy being able to participate in the economic
life of the country and therefore the decision malting processes~ these people acquire
a greater interest and share in national·ccnsciousness and reinforce a countrie1s
efforts to develop a sense of national identity.

ii. Linkages

In this discussion of the equiliJrium building characteristics of a well
established s.::;I sector, emphasis has b~l placed .onthe ~lterprise functioning locally
in provincial and rura l are...s a e a self-cqntained business environment. In order t.o
make clear t:,at SSI is not confined solely to t"at area of the national eeonQlly, some
mention should be nade of trle role of ~':;I as a ~articipant throug~l vertical and horizontal
Hnkages l"ith other sectors of the economy"

On the cQC~wrlty level, the requirements 0: GCI for local resources, both labour
and material; the availability of goodn and service amenity, contribute to social
stability and act as a b~ake on rural/ur~l migr...tion. rtur...l· development benefits
from the countervailing linlc.aeeG b.etueen inclustry(, services and agriculture; an
increasing pr-opor-tLon of·the rural population is'draWll into the market economy. The
e;:ample of India is of i>articular interect in t:,is conte;:I:. ueliberate policy in that
country has, for many years, .encouraged and indeeC;; stipulated, that verti=l linltages
'Je es1:ablis"oo lJetueen t\1e melll1Jm to large scale sec1:or and s.::>I for the production of
components or for steps in the assembly processo It has been demonstrated in India tha~
this policy b~,efits the larger firms and the economy in general since S3I c...n often per­
forrl these func~ions at advantagec~c unit cost~.

Throug~ the mech~lisms of the market place and through· the relative slcills and
·aapirations or the illdiviciual SSI enf...epr-eneur , SOMe firms will :Je more successful 'than
others. Cor.te tdll fail, some ldll gr01<. :lhere circumnbmees are favourable, "",ongst
those finns 1::,at e;:perie."l.Ce substanti.al gr01rtll t<ill be t:,ose who are ...ole to enter into
sub-corrtz-actIng rebtionshi;:>s with larger Zirms and activities. ,such firms, through
grOlrth, will be obliGed to acquire mor-e sophisticated management skills, Lear-n to use
finanei"l machfner-y "etter and to uP3ra,de the teclmology employed. The enterprises
that emerge from t:,e uasc of small-scale industry in tltis way become, in fact,
intermediate-s=le entezo,rises and as such contribute to t,,& buildirig of a more self­
sufficient industrial cector pn a ltational scaleo

The ezarap Les of India and Japan, as wcll as more recently, China, have <;!emQllStrated
concfusdvefy t;,e dynamic, flexible role that GCI can play in growth, through the
deveLopnent; and prQ\lotiol:I: of. Ldnkages ?)etween thiG and other seotors.
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Th.is is particularly true when refeex:ing tc the Qo:-·,,:i.,"e;~';ac·i'"7between SS1 and larger
scale indu~try where their respective maximLsata.on of tliO basic resources, labour and­
capital, support one another and produce a mu~tiplier effect.

In order for 331 to be able to fulfil its necessary and constructive role in
industrial and· economic development, the promotion and cncour-agement: of the sector must
be afforded the same policy consideration and an appropriate shareof'national resources
and administrative energies as other vinal areas of priority in the planning process.

iii. Technology

. The persista>;>,t bias towards expensive ami sophisticated technology in industrial
deve.Iopmene s.trategies is an established phencmenon, increasingly conunented upon !:lJf.
qualified observes. y A number- of .factors aeem to influence this propensity. Often,
technical assistanclF is oriented ,towards. or tied to,. the adopcLcn of modern, mature
economy technologies. These technologies enjoy a prestige, reflecting the higher
st~ds of living prevailing in matur~ enconomy societieso Commercial interest have
developed considerable eocpertise in marketil"lg high technology. Governments of many
developed countries have instituted. schemes which in effect subsidise or guarantee the
sale of technology pac~es. ueveloping countries.very often have elaborated investment
incentive programmes which give favorable treatment to large-scale, capital intensive
projects through credit and fiscal advantages, import of materials privileges and
market protection. :-fhile such measures clearly have an important role to play in any
industrial development strategy, the known history,of disappointing results from
such projects are an incitement to rethinking the priorities and poliQies which might
be given to a parallel and balancing action to encourage ullQ strengthen the small-scale
sector.

Often' alten>ative teclUlologie~, appropriqte to the needs ~1d consistent with
resource factors of developing countries are n,Jc ~ell ltc.m-!n or promoted with the
same profit 'TIotivated intensity as high cost, advanced technology. In some instances
there eeema to be a definite resistance to alternative, 10lver cost technologies whic~l

are perceived as being in some way infe~ioro

How of oourse, increasing emphasis 10 being placed in the in-trocluction of inter­
mediate. and appr-opr-Labe teclmology, much of SUC~l innovation is introducecl without
adequate testing or know.Ledge 0(, "real tror-Ld" conditions in t:le er:vironmentwhere it·
is to be utilised. The rate of· succeSs in such endeavours still leaves room for more
comprehensive needc study and product testi>"lgc

Interestingly enough, it has been observed that a ve~1 significant proportion
of successful appropriate teclUlology applications are based on the innovations of
::;':;1 art.isans in the work place. Much of the small-scale industrial process in Africa,
at least in tilis ocntexr of mechanical oper-atxuns , has traditional by invc>lved a long
apor-entLceshdp system. African ari;isan.s, raechanf.co and craftsmen in general quite
routinely achf.eve high standards of ability, Jiithin the limitations imposed by lack
of access to suita~le tools, materialn an~ perilaps more advanced training thal~ that
availa"..lle in t:le inc!.igenous small-scale rror-I; placet>

.·-V--;~Smal1 Eni:er:>rises in Africa••• " Lsde Pierpont, mmCA!ILO, Regional Symposium
on Industrial Policies •••• during t~e "eriod 1973-2000. !!airobi, 1979.
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Theae sane limitations are none-the-less a stimulator of adaptability and
innovation i rio-one familiar with the small-sca!e ~trepreneur manufacturer in Afrie..;,
can have' escaped being struck by the extraordinary ability of the oraftsman'ol' ;artisan
to improvise and invent solutions to problems which are a condition of professional
activity for him.

The s~ll~cale sector will always suffer from the kind of constraint,pressures
whi-6h foster'this innovative and resourcefulcpiri'h Adequate assistance to the SSI
seet'or .rill certainly liberate -the entrepreneur from many limitihg factors, it sl10uld
never stiffle ~is ability to adapt and improviaeo

As certain firlls in the small-scale sector grOl< into what may be called the
intermediate, sector, these sldllG and a;,ility to adapt and innovate will contribute
to their ability to incorporate into t he production pr-oceas mor-e advanced teClmology
which,by mature economy standards, may be considered semi-obselescant. i1elati~ely ,
Lotr' cOGt/labour inputs will permit t:le firw to maintain and repair mac'hi.IWry whose'
initial,capi:tal investment cost has' been lower than that of more cot.ple;" new, equipment.

In t:,is oonte:,t hiD O?Portullities suggest themselves." Firstly, a healthy amall­
scale sector will continue to generate g~luinely appropriatetec:<nology; s~condly, well
or-gard.sediand comprehensive inStitutions designed to promote a.nd develop the small~
scale sector, will, be designed to diseminate both a functional awareness of proven
introduced alternative t'echnology and will ensure the spread' of itidigenously-'
Lnnovated appropriate tecImology. "

l'nlilc t~1e above discussion has tat-.:cn the r:iecI1ani~-alJ'manufacturing sector as
all. e::a.mple, -t:'le~e -are, of oourse, Lnnumer-abf.e 'mcil1iary sectors' wllere' the sa-ne
argllJ.-TIeritis· -apply. .\ .

'.lith effective support frcr.l regional technical assistance organisations, this
hro-fold process rum be implemented not only on the national, but on' "a regional
basis.

i. Policy

Although in recent year botl Government and Teclmical Assista.,ce Advisery and
Funding Agencies bave' aegun to review policies wbichplaced the highest deielopmental
priorities on larger scale projects, in Qany countries still further emphasis' could
be assigned to defining realistic policieD and then allocatinG rcosoiirces so as to
benefit from the opportunities offered by a healthy, growing small-scale sector.
India, to name bu'. one non-African developing country, has benefitted visibly fran a
well co-ordinated policy of parallel development of all sectors -fnthe industrial
develoPment pr-ccoas , 'mffiCA is particularly well placed to ofler to"Mriean countries,
who arci ~eviewing their developmental strategico: valuabl~ aD~istance-~n ~oth, th~
determining of the value of SS1 institutional support prO~r3mmes and machinery to
ir.1plcm~t such p~~gral11l11esQ ~ . ' •
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It shoulci ~)e underlined tilat frequent :..'efel"ences in t'his .paper' to the .CQl1triiJutio!1$
which can- be made to ii1dustrial dove.Lopmect anc p,~c.:'al ri,<!uiJ l.b~ium through tIle'
encouragement- of the ~ntrepi.'elleul·sh:a..p W~l:"'C~l c~la~·d·(i~·0.;':·1.&e~ vhe SSi sector do riot ~)ly .
tilat these benefits 'al'e'~confi~ed to market eC;DI1.~- ,<;'ysterriSb 1'1e have discusseG
entrepreneurship: asbeinc an inate ability found in any soca.ecy- Entrepreneurial.
energies can: bevand ar-e channe.Hed inf-b"produ0tive and' benef'Lcf.a.L activities in
countries which: have- ·'a'.iciJ·... ec. '- F'.J..a.:..~:]:e(f econouao G-y"Gte!;}, cr~~_na ia a noteworthy exampke ,

Since -;;llC va:.....iouD f acvc.. S Hh::..ch have '::er;ded -:;0, encour-age 2".. bias in favour .~f

large-scal~ ii~ustrial development are deeply ~00t3d in well intentioned prei4~ices
based on 'models' <!ra.r·m fr~n aa.soo'i.atrLon 'nith natur-e. doveLoped eoonom.Les , a profOund
and >1ell-infomed appreciati·onofthe irl1portance of '"trengthehing ,the small-scale sector
is r-equar-ed on :the- part ?f deci'~H~_on malrcr-o to motiY~+;e and sustain the necessary shift
in some devel?!,lIleiltal.priority allocations.

Present structural distortions which del~berately favour large-~cale, capital
intensive investment and activit;y, have tended to inhibit the development" of ~he; .• '
small-scale sector as much as the absence of effectiv~ and comprehensive progr~mne~

actively encourage ito Any rol:icy d~vis,ed to enco~ag~ '031 ~hould not only include
direct measureS' ·of support but mus't : aVid: identify and' rilP<lify, to whatever e:rrent
possible, other iridustrial/ecoriOmic development polici$s'whichput SSI at a dia­
advantage.

to.
J.

ii. Management
I,.

Small-scale entrepreneurs, almost ldthout exoeptLccis , seem to emerge from t:,ose
sections of society where educational advantages ar""l-east available. There may be
a cause and effect for this phenomenon but this pap<b:&'i~ not the proper forum to
ezandne that -:>articular queatLcns 'Certainly i·~ can be observed that often t:le
technical skiils,and ener~ brought to the sm~ll ent~r,?,~ise are frust.rated by the l~ck
of expocur-e to elementary management t eolu.Lquec of tne·'indiv..dual entrepreneur. This
problem tends to -manifest i"cseli anu become :1C\:'~-"': K~lei-. '~·~.l,0 en\;~r!Jr'ise has reached a
certain stage in grmrth, which often correspond" to what might be called a take-off .pcdr.
at which the activity'has the opportunity to exoand into the medium scale aotivity.
Awareness 6f Leete of management- skills may e.Loo i:;,u1..i.bit ..m ent-r-epr-eneur- from attempting
to expand hiG bt.1[;il~GR[t b~~~o1i."'c ,:. _~,.;:..'c e i.n subsista:;-'!.oe l('";",.7Q"_, e~.r'.),.1. when conditions trouLd
encourage expansi.on of the enterpr-Lse ,

Small-scale enterprises generally start as a one individual ac~ivity with the
entrepreneur aeing the most experienced and skilled person in the work-force as !fell
as being responsible for procurement, L,nar-;::,'.:,· management. As the activity grows,
these functions, often unfamiliar and time con'·"L~ng fOr',;heentrepreneur, take him
away from the productive ,process, which suffers as a consequenceo

d ~ . . .

The tY":>ical small entrepreneur may liell 08 unable to t alcc advantage of existing
fonnal training activities because he 1:':"cks or feels he lacks the literapy and even
the numeracy skills to benefit from them. Distance factors and problems invol,;;"ec; in .
his absenting himself from the enterprise N~ll also probably discourage him fr6Q.
participating in sponsor-ed management training c>roWaIlDlles. In any case, the smaJ,l­
scale entrepr'eneur linl often beliave that t:ie ptobl,ems facing hi~ busdncss are unique,

r: .
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sometim~s with some,justification. All these factors lead to the conclusion, borne
out by e::q>erience, that the most effective way to approach t;le small entrepr~,
is in his own Nork-piace. \'Iell trained and moti.vabed business extensdon agents, ,
equipped with'the ba"ic elements of simple management technique can '1urvey .the,smal;l.­
scale universe :ill' a .given area and concentrate their efforts on those enterprises
which4~onstrate.tnegreatest receptivity and potential for gro,<1;h and emplovm~t
generation, or whatever othci- local priority has been identified.

In addition to the constraintc identified with the lack of management' skills,
the smallboainessman is. often unawar-e or ,suspicious of opportunities.available to
hi,m:t_hrotighgov~entinstituti011.S, credit institutions and in general, the .
macr~onomicclimate inlihich 1,e lives and wor!ts. Again, after an. extension agent
had demonstrated his interestrold the efficacity of his intervention~tl1e entrepreneur
will develop sufficient confidence in the agent to allow him to serve as an intro­
duction or intermediary ,dth goverrunent services, banks and other institutions.

Any SlOUc:y <1esigned to encourage SSI. then, will include a component of management
training f~ ~ll-scale entrepreneurs. Quite probably policy'rnalcers will fiQd from .
their own e,q,l'rience, ,'astiell as that of other countries, that· an '.important element
if any progt-amme will be, the training and organising of a cadre of polyvalent, "
enthusiastio eztensfon workers. This first level of contact with small entrepreneurs
will be backed up by access to more highly specialised advisers who can be called upon
'ihen the need is justified.

iii. Finance

Frequent Lack ofacces9 to institutional sour-ces of credit at' reas~ble rates
of interest; lack of lcnowledgeand familiarity with institutional savingsprganisations•
set a pattern in the milieu where the small entrepreneur is .to be fotmd which di9courage
saving. The sinall~cale entreprenetl1lr tends to rum' to' the informal.).ending sector .
where often cripplihg rates of interest' discourage inve.st~er..'~ or gro~h of 'the ~t=~z1>ris(:
The informal lending. sector referred to in many caSes may ~lsobe the source of .
essential inputs to1:he entrepreneurial. activityas,w",lll components, raw materials,.
energy or tiransport are oxampfes , In many instances, the informal lender may also
control the mar!,eting process. Given the scarcity and relative comple."ti:ty of formal
savings institutions, uh"t PlC0fi'~8 the ::;;:;I entrepreneur generates above and beyound
the immediate needs of enterprise to maintain itself'at a given level of activity,
may all too often be used for. sumptuar-y consumption uith its enphasis on imported
goods. . .

It is characteristic and understandable that nearly all small-scal'en~reprene~a,
when surveyed 011. problems of the enterprise, respond that failure to expand is due
to lack of finance, usually operating capital. This, 'of dourse, is often confirmed as
true or partially true, when the enterprise is analysed. However, more often the
problem areas are quite different fra-nwhat is perceived by, t\1e businessman.· It
is an all too frequent observation of ~ 'ie small-scale seCtor that perhaps .the most
certain way to bring about the failure of a snall'enterprise is to make available
easy credit or loans without any serious remedial action being talcen to id~tifY',and
correct other problems besett:(ng the business. T'n,en additional operating .capit!l.l:;s
identified as a genuine need, the lending institution or guarantor will find it
necessary to define carefully the precise purpose to which funding is directed and
to monitor its most effective use. :'filile soae financial institutions are staffed
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liith specialised ~ersormel to fulfil these funct Lons , most are not. Therefor.e, in
nanyprograrnmes of. Iinancial assistance to ::;sr, a close wor!ting relationship is often
developped :>etween lending institutions, and bua'Lneaa advisory or extenaLon services.
]Jot uncomnondy , e:::tending credit is associated with a pre-loan analysis of the finn's
needs and with advice anL! nonitoring of ito use by extension or advisory services,
familiar with t~le errtr-epr-eneur- and his firm.

~Jecause of their defined characteristics of intensive reliance on labour and
relatively low capital lllvestnent levels, ::;S1 do very commonly experience a continuous
constraint arising from the 9recarious availa0ility of working ca~ital. SUlli~ firms
tend to :101d most of their assets in the f'orm of raw material and product inve.l'1.tOrye
~le entrepreneur oftffil finds himself squeezed between the hig~ rates ~f interes~ he
nuct pay in either the informal lending sector or as supplier credit, and the credit
on finish~ product salee whic~ social·?ressures and market~ng practice dictate.
~~ese factors, of course, force higher price levels for products and maim the ~~

manufacturer mcee.vulnerab.lc to competition from :oath imported and local mass pr-oduced .
goods.

::>31 encouragement pr'ogr'arenosr will need to be able tor.espohd to the entrepreneurs
Hell dof'Lncd requir=ents in worldng capital rt normal rates of interest from the formal
lending sector, permitting purchase in quantity of materials, financing the labour and
material oontentof the manufacturing or building process, and holding inventory of
finished goods un1:U they call be marketed at m"ximUl' advantage. s.;ch needs can often
be met by short term, revolving credit, particularly in the case of business involved
in activities which depm,d on seasonal factors sU9h as tourism and agriCUltural
production. i\esulting increased profitability of course. permits the entrepreneur .to
invest in better facilities reqUired from more rational production, to upgrade quality
and expand markets,· and tc.employ ad'iitional labour. As such firms expand , the demand
for labour puts more emphasLs ' on technical skill and , eventually, even low level
management skills such· as book~keeping.in~entory·control etc•.

Financial institutions then, must be dravn into the elaboration and execution
of projects and programmes designed to assist the SS1 sector. A word·of caution
is perhaps not misplaced in this oonte;ct, el,perience and observation have demonstrated
that it is hig:,1y undesirable for the advisory or c;ctension service institution be
oalled upon to exercise a banking function. Every developing country has its own
f1nancial insti~utions, whether in the private, state, or scmi-state sectors. These
can be dr-awn into the process of providing more :t'le:r..ible, simplified credit schemes'
to small enter;>rises,when they have been given assuranoes that such loans will be
screened and then monitored by a specialisecl advisory scrvice.

In a number of oountries these local financial institutions have been further
enoouraged to oar-t t coate in ssr deveLopmenf programmes by the establishment of the
loan guarantee achemes , underwritten either by Government of by·an assistance agency..
The UN Capital Development Fund and the t(orld Bank have been particularly active in
t~i. field in recent years. Practice has tended to indicate that the amount of-the
guarantee in such schemes should not exceed 80 per cent. in· order' to' ensure prudent
risk sharll1g between the lendll1g institution and the guarantor. .
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ml3CA is well placed to. assist governments in devising schemes for ea~~ countries
particular needs in the field of' XI development. mJECA can also serve as a useful
intermediary Ln some cases to. facilitate government's initial contacts with such
guarantor institutions as theU;rC0Fand nilD.

SCI managers are.often ~ware of teclUlolocy which would, at little ca~ital cost,
imlJrove th,?ir ",roduetivity or Loner- their costs. Much' valuable work is increasingly"
oeinz clone to diseminate what Lc uaually referred to as appro~)riate or intermediate
tecIU10!Ogy. LLUC~l of the r-esear-ch and field 'tolork done in t:lin area is oriented tonarda
aaricuiture and quality of life in the ~lane. Specialised agencies suoh as ilHIX) are
to ~e encouraged in their efforts to e"te,~ such research to the field of small-scale
nanufaot~rL~g and processing, Quildine and other ~roductive activities which are
capable 'of absorbine and benefitting from it.

As has been observed, there appoar-c to be a strong tradition of informal
ap,renticcs~li:) at the grass .roots of .XI. The i;xlividual cntreprcncur/mC)llager "sill
in most cases have acquired some ~articular sldll either through havi~ worked in the
modern sector or lIithin the appr-enrIoo cystem and the emergi.ng enterprise wi.ll be .
baaed on thi.o Gi:::ill and the entr-epr-eneur-c! own -energiea. 3uch skills often need
por-Lodj,o updating to r-caaan oompetitive; sooeti.racG sIcilIa become obsolete but can
serve as a base for lcarnill.g new skill~. AD an enterprise grot·ss, additional tcch.-1i.cal
slcills may be required on the ,)art of the head of the enterprise and members of :,is
workforce. :'ITlCn such skilla cannot oe imparted in the >lorltplace, encouragement,
organisation and perhaps assistance are r-equd.r-ed to allOt; either the entrepreneur,
or !ilcabera of hie tror-kf'or-ce , to travel to, and stay at. the nearest point where such
s!dlls can be Learned,

It is to be recalled that financial assistance alone is not liltely
oither a broad or beneficial Impact; on, a healthy.," developing ::;':;1 aector.
a vital ele.':1cnt of any over-all polioy in thia endeavour.

i y., TraL"'1inc and technology
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A 10se1l i:nteGratc.cl and com~rchonsive advisory or extcnad.on ser-vice nill therefore
:Ul.VC t!lC rCGp~ibi~ity of:

a. .k~Gpdn3: up~to~~~0 on tccIllloloeical trendo ~~ opportunities;

b. being able to disemina.te SUC~l in.forma·tio.n throughout the a?propriate
trade sectors of tll\3 'country ~l universe;

c. being ~)re9arcd, to encourage and assist the enterprise in malting
available for·'traininc selected mcnbena of the workforce,

.d.. beine; a~)le to idca""ltify and recommend suitable p Iaoes fo'r:11traiiling and
. ensure enrollment and regular attendallCe.

In addition to training facilities nL~ by governments <Inri technical asaistance
agencies such as ILO and U;IDO , another potential'source of training facilities is
~ore recently being identified in the large and medium scale sectors of industry.
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~'~any of tho.::;.::: fir::1c <1.1"'0, or vouId 00, Hell GispoGcd to participation in oldll,:;
upgrading and tr~inil1g p ....oGraJ.llElc~ ~ qt:1crc could ~)0 encour-aged through educational,
media and ins'citutiol1ai aopr-oachec , Ail ohvfouc advantage .of the extenc i.on of this
last fOI'!J of trail1ina ic t:.10 creation of Ih~;:r~GeG on a pcr-cona.l banis lyhie:1 would
inevitably lead to a grol'rin[ netTlol"!~ of suocontr-act Lng linlta3Gs.

Irrpr-oved tcclmology ?:ad u:)crac:cG. ::;~:illa do not nececcar-Ll.y mean a nhift t~

~li~her cn-rl-t-aI in-ten~ive orienta"ciol'1 of ~~:lC onter::n'ioc !lith it::; "c1rOOUfficd atagnatLon
or CVffi1 redu~tion in cmployn~1t. Quite often, a fi~ can, in fact, ,increa~e employment
~)}r eliminating bqttlcnech.G in the pr-oductri.vc pr-occac n:lic:1 uou!(: not be suoccptdb],c
to ad~itional'laSoU~in~utG. A 3roHing ente~rise will almont alwayo ~c obliged to
adopt a mi::::: o~ different LevoLc of tcch:'lolor;y, ral1[5inc; frOl~t labour intensive to hiC;hly
.cophiati~atec1o .;.i'incHnC the proper r:1i:,{G, to!3ct:'lcr -{·lit::. t~'1C needed inprove::lentn in
management capa"iJilitiea and t echnfca.l oldll::; .shouId , by illcreazin.; ;?roductivity,
competitivity, :ll:l?roving qua.Li.ty and .decd.gn, generate the increased mar~~t D!~rc and
:>ro:;'italJility required to stimulate propensity to employ 'TIOre Labour at every Gldll
level. As has already been o~j,servecl, the ~rofita~lc cxpancd.on of t:le sna'l.L fim in
"turn exer-cf.oea a ~.1ulti~lier effect 0:1 ancd.Lkar-y activiticn, raneing fran production
'of raw nater-LaLs to transport, distribution and other oervicGO, and generates furt:1er
~ployrncnt. .

As diccusGe~ aQovc, orgaqiGed training facilities, ,arti~~larly ~or young geoplc
and capable of oifering residen~ial acc~~oLation, often ~»it t~G idOlltification
and Gelction of ~ot~lti~l SSI altrepr~eurs in ~riority !f, fielcis of economic activity.
~"hen co identifiec:, these Lnd Lvi.dua.Ls can be given ti1C encour-agenenr of pU~OGe­

designed pr-ogr'arraec to'hel~ thel~l ~sta~lish themselves in ucef'ul c-na.Lk-saca.Le activi"cieGCl

v. Procurenent·an:dmarl.eting

A major oonstraint affecting ~01 GiG to ~ fOWld in the areas of procurem~lt and
marl-:.ct-ing. As already .nentLoned , chr-onfo Ghortar;ca of lvorldnc capLtal mal;o t:1G
errtr-enr-eneur- vulner-ao.Ie to Gupplier credit a", inflated rates of interest. Sometime:::;
the carne SU9!llier l'lill control the mar:t:cting of the production as Hell, even if this
is not the cace, some otI10r intermediary oft-en intervenes in the l11ar~(eting process.
This clasoic ~attern of up-Gtrean anqdown-stre~preGaur~'reducesprofitability to a
near ouooiatnncc Lcvek and il1':li~)its grout:l of the cntc~riccJ by clenyina; incentive to
grow and Ot'arvil'\g the business of. "the uor!d,ng "~.Jld invest:nlFnt capit.?l,neGdec~ for' u;>grC!-c;ing
the productive )roccsc. Given hia relat'ive Lao.; 01 '.JQiJility, the '....;.JI entrepr~,eur

jl1ay not have easy acceco .to a .c:loioc of cccipotLng supplic~s 01" outlpts~

If the production ~rocecs req~ires imported in~utG the~all enterprise will
proba~Jly find himselZ at t-he end of a chain corapriGing the primary importer and .per-haps
furl'her wholesalcl"'s and Gistri~uterG. "]ccauGe" of relatively small oonounptLon , the
SST han a very lou ~riority irhen inportecl ih~utG arc in a:lort GU9~ly. The maze of
regulations, forei3n exchange corrtr-oLc and Lack of farililarity l-tit:i. importing mechanfsns
in gener-a.L, Giscourage t~1e XI entrc?r~"'eur from attem?ting to i2:1[.)Ort directly his
rGquirc:nent~. !l eronil1.g fim nay he obocl"ved ~co itarrnate because its proprietor/
manager Lc not able to i'nport one Si:.l~)lc,~ i.ne::pc:ruJive :1icce of nachinery or an
indispenable r-ep.Laoeaerrt ?art.

!J "Activite de Main d'Oeurvre: Transferts Indust-r-teLs vers les Pays en
Voie de D';velopment. Steen", ILO. 1975.
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There are no simple answero to the pr-ookeme assodia'tecl witl1 supply of ran,
materials and the uarketing of ~:)rcx::.:lct. :-:le a.,.)~tication, of .::iSI ·cup,ort policies
advocated in ~ecornmendations aelou, SUC:l aC easier acccsa to norma.L credit;, wit-lin
the framewor!:: of an effective. advisory service, rIould enable the entrr-eor-eneur- 'to.'
deal with many BUell ~roblems h~nself.

vi. Association

~Ol'" many activi'ticD ~1. the siaall-scalc G\3ctor, t:lG emer-gence of variouc famo
of association has been an increasingly notel rCS?OIWC, ;:>articularly in urban 0.,
ser!1i-urban areas amongst; handicraft pr-oducor-s ; Cone GpontaneouG~ infon:lal a~soc:iations
have proved successful l<ithin a limited scope of activity. Another and increasingly
~o::>ular form of associatim, is the c0-0::>erative. 'Cm>aidcrable specialist assistance
is a1J;l0st always required for the ,formation of durable and effective co-o?Qratives.
In many typcs of activity aco~rative call fulfil Oath the fUllctions of ~rOQUre~ent,

seasonal inventory' .:fi.nancing a11.(1 imar l:et i l1G.of ~jrocluction. ili:port r.larketing :lecomen all.
achievable goal for even the' smallest entrepreneur Tdthin t:,e ,fra,;n<~wor:c of a. co-Operative
or association. Ecooomies of Scale, quality control and standardisation, ei'i'ective acoecc
to management sldlls, better !';I\owledge of market requirements and design improvanent are 0

only Gorne of the further advantages afforded by well organiGed and supported associations
amongst XI firnG and entrl'prcneurs.

unECA, ',>oSGibly ilt'collaboratioo "it:, other, specialised technical aoSGistance,
agencies, is p~icularly nell pl~ce'd to studt, 'in COllGultatioo with government~,

measures designed to encourage --the -formation of.:'associations of GSI entr-epr-enez-us Wllic:l
will pennit them to over-come con'straintG to growth' and profitability aosocdated with
the whole specta-um of management, financial and procurement marketing problems whie:,
cl~acterise hin activities. ".

i. Government ~qd agenCies

As has been o:'served, virtually every developing countr-y is subje~t to various
factors wIlic:1 ititroduce' 'ihto the mechand.suo of" industrial and" economd.c growth
subStantial bias- in favour, of' large-scalc, capital intelwive L"1.vootment., This ty:>e 01;
investment almost invariably requires major ini>uts of imported 'technology and often
a high "LeveL of c::patriatc',c::pcrtisca ~!!lile GUC~l' Lnvcabmerre ~las"~an important role to
fulfil in the developmental proCess, far too often the priorities afforded are at the
ezpense of tllG nr:lall-sC?alc cector.

Since c;,perience, p8.rticularly 111 Sa-,TO of t!le more advanced developing, countries,
demonsrtz-ates oonclUsively tlmt the presence and endeuragcment 'of a 'healthy GSI, sector
;>rovides an indispei'l:Si"le f'cundatLon for in4t.lstrial' cle>velopment, it would be el'l'oneous,
to see a conflict:01 interest between c.:;I anc: thelargcr, ca~>ital intensive'sactor.
?.ather, thetl<o'sectors are ccmr>limentary. Eaoh one meets requir"!QTents whicll cannot
be met by the other 'and the parallel develo?r.1ent of ,the two ,jectors ::>ennits each one to
re--inforce the other. '
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If it is acce~ted that there is no conflict in priorLtfes, then the issue to
be confronted Jy poLi.cy ·ma!~er.a and p Lanner-s is allocation o( 'resources. In every
country and indeed in different regions of mw,y countries, resource distribution will
be tIle function of lfidely varing condd.tons , '

The two resources usually in shortest supply, and in any case the most important,
arQ finance and trained man.~ower; administrative, amanagcrial, technioal~ 'However,
conta.porary thinldU1g about development strategy now recognises the essential role of
~I in a balanced; socially dcsira~legrol<th~attern. ~esources are available from
all the major' assistance agencies for well designed progr~es of institutional,
financial, technical and trainine,strengthenine of the S.3I sector.

African Governments have the opportunity to work closely nith the specialised
!':l101~ledge and ezpor-Lence available to them through DJlfECA to elaOol'ate country specific
policies, machinery and institutions which uill enable them to make the best usc of:, '
"oth their elm resources and those available frQll the donor a$sistance community. 3y
availing of ,thec.,'q)ertise available through UIlECA, considerable economies in scarce
resources, as 1<ell as critical time, can be saved through .rhe unique ability of DUECA,
to study conditions and make recommendations in light of experience gained by trial
and error in other countries. UlfECA atrar-cneas of developments in other African oountries
will make it more possible for certain activities to be !,lam1ed and execut-ed on regional
~asis, permitting the sharing of some resources.

!1owever, a firm and sustained commitment at the !,olicy and planning level on the
part of govermnent must' be made if any efforts to benefit from the demonstrated advantage"
of the SSI sector are to succeed. ~ere again, collaboration with ~fECA may facilitate
the tas:; of govcrnments in persuading civil servants, community leaders, financial
institutions and otacr decision makers, that a comprehensive and active SSI progrmmne is
both'desirrible and attainable.

iio Institutional machinery

In eacl' developing African country il.atitutional macl1inery based on country
s?ccific requir~~~~tG will be dcsi~led to recpond tooonditionsparticular to the country.
'IOIlCver, it is probably safe to say that in every country two major forms of institutiona:,
support will be found necessary, the specific and the general.

a. Specific forms of suppor-t; will t ake place through the creation or
strengthenine of formal organisations. These mig;,t, typically, include an
authority at ministerial level !1hich would ,>ave a co-ordinating and policy
malting role and' then, a number os pecialised organisations in the ,fields
of C1ttcrwion, credit, training etc. Linkages l-lith donor assistance agencies
will usually be estaJlished at the level of these organisations which will
undoubtcdLy, in mont countries, be government sponsored.

b. .General forms of support to SCI are implemcnt,ed through government policies
and regulations designed to encourage, assist and suppor-t' SSI through the
wor;;ing of the economy 'as a I1hole. Some obvious examp.Les of this form of
general support will be a deliberate government policy for the purchase of
gover-nraerrf I'equiremBJ."'1ts in good-a and service:::; lrhich givee sana for;., of relative
p~eferm1Ce to potential SSI suppliers or at least ensures their aCCeSS to the

" ., governnent procurement machinery in a realiDtic way. Government policy



which encour-ages , throue;h fiGca:1 measures, regulations, imported input
a'l.Locat'Lonc etc01 the praotiei:> of sub-contraoting by both the para-state
ancl private nectars have bean successful in this ccntCJtta India 9ffers" a
noteworthy ~~ampleo

:nlat are losely :cnOl<.n as ~ndustrial estates are also, particularly in the urban
milieu" considered as a general support actjvity~' 3y assisting in making basiC infra­
structure seZ'vices available to the JSI entr-epr-encur-, such ·grou!.:>ings will oft-en pennit
the S3I to upgrade itc skilj.s arld si.:andards and give rise to opportunities· for
aasocia,!:ive and contractual arrangerne.1:ts' bebrreen firms. Trial and error have sh~ that
mixed estates are ~ost effective, p~Licularly,whenthey enocurage the development'of
luucages between diffcrmlt size firms li~ close p~o~imity to one anothero

3if;iplific~..tion or C:"iminati0n of. regulations, and other- formalities which rtJay
have either bcen inheritccl fran previous political establishm;ents, or have been desigiled
primarily'.wi,th the noderri sector in mind, 'is a fom of gener-aL support t'o SSI wl1iQh '
re~ix-es deliber-atc policy de,cisions on ·-the Pi3_.t"'~ of government 0 'E:rces:Jive and legalistic
regulation of ousdneas teI'..os, in "thG .small-Deale Dector, to borh disco~ge' enterP~s'e
anrl to be more c;~a~sjve YO adminiG~e~ ~I«Ul ony possible bencfit~ Unreasonable or 'out­
dated regulations can often lead to diaregaro for- all regulations or encourage'
corruption within the adMinlGt~ation res~onRiblc for ~heir ~~forcenenta

There uJ 11 be an obvious relatictlDhip bet-t-een -tho s~ecific end '""e:.'leral forms of
instituti9nal .sU9I.>Olv(; nIlich nill have bce::l.- cr.:'..:l.ted by po'lLoy ::.:..d reso~rce allocation..
:JrograImnes~ For- ins~ance, a tr~ined a.id nell clist~i0uted e,."'ttension ·serrlq-e l"ill be '
essential,if the GGI e~t~eprcncur is to be~able to uvail h~self of general'governm¢nt
o~po::-tUnitieGI'l

It is indeed the i nte11-l'caction of ~~!l aGpcc'ts of SSIdevelopment !>olicies which
make it LndLapen,__:;ai,)le f or- most coun...~ric!,) -;;"0 c-:"e.:l·~·e a spec..df:':'c inGtitutional agency which
is given both adequat0. re-;ourcec; :;.!.1. S~:.~ llcG. pl;uluinr; and ",,1ci.in.i~1:r2..tivemanpower 'resources,
and Gufi'icicr:C' auUlo!-ity co I.X~:':"'r.::;"'; 5.t::; ~·t_l.:.fi!.ling ~\ compr-eheun'ivc plarL"1ing and. co­
ordinating roleo

.iii.

Moet deve.Lop.i.ng oountro.e s iT' .' .".- ; . .,. 11'\170 Get up SO[1C f'orm of DFC y to provide
aGsistancc to activJ.tie.s trh.i ch would othe:"Wi:~;e-:hnvc diificul·l;y ill gaining access to
moretraclit.iona.l financial ip..stitutior..so . Although cffm.'-cs are being Made in many
cour,tries to broaden the activities of ~uch ;)P~s, in gmleral they are too o!ten
inaccessible to the .sQ:pntrcrJrenF,·.~r; . As:sistanc0 agenof.ec are increasingly'seeldng
ways to l-10rk mor-e c Loao.Ly uith DFC.s to enab.le them' to reach a 'l-ri.der spectrum £0£
llorrowerso I.1ID is !1arl:·.:,c- .,..~.ilrly acti";12 in tllin field, as is m,r/CDFe

As pr-Ime movers in -the sm':lll-sc2.1e de·'.-'e1.oprner:.'!; process , me.ny DFCs require
ctrcngthening in vadou" "i"eM; if the)! ape to p:trtic~)ate fully in the key role designed
for t-hem, Theno areas. i'..rc· likely to ir..zh:de: 1) l .....Ldor- respresclltatibri in ar-eas outside
of the country'c capital; 2) bettercap",bilities to evaj.uave and monitor small loans,

.!I DFC(Develo~ent Pi~,nce Co~oration). 'Any intermedialjT which provides medium
to long term financec to a.::3.'i ~r+; "i.:he d('>-',relopnent o__~ proG.uctiIre, nOh.;..iagricultural enterprise.
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3) policy and statuatory authorisation to. deal with certain categories of applicants
in a fle~ible and e~peQitious manner.

~uch strengthening will enable)FCs to a~apt their policies to the needs of a'
creater part of the economic oommundty and extend t:,eir services to more enterprises,
including those outside the f Lxed asset manufacturing sector. '.Term lending or
revolving credits can be made more rea<;lily availa:"le to firms whose requirements are '
for working capital rather than investment capital.

~r,rJS should ~ encouraged to actively particpate in SSI development policies by
elaborating policies of their O'al which will reflect such criteria, as:

1. job creation,

2. uae of appropriate teclmology and

3. encouraging the clevelopment of sub-contractual, rural/urban linl<ages.

Clearly DFY',.,s will be incurring hieher costs and e::periencing higher rates of
detault "y adopting such policies. Clearly also, few DFCs "an:oe expected to develop
dn-bouse capacity for the kind of extension or advisory services which are required for
the servicing of larger numbers of low figure transactions.

Cloqe and well defined co-operation "",tween DFCs and the various facilities
offeree'_ to the small entrepz-ener-r-ia.I sectol' by the principal institutions and agencies
engaged in promoting XI will figure large in any programme evolving out of a national
=SI development policy.

;'ihen DFCs have been streni,>1:hened in their capability to actively assist in the
institutiDnalsupport of SSI, they will be a0le to extend their activities more easily
to service activities which are often creators of employment, developers of skills
arid who make a productive contribution to the economy. l.lany activities whicll are not
based on large fixed investment are particularly suitable in this category; i.e.
contractual services such as land preparation for agriculture, well drilling, and crop
treatment, transportation of gooccs and passengers, l<holesale storage and distribution
of basic materials and produce, construction, repair and maintenance, crafts and
tourism related activitiesa

In a framework of rural and agricultural development, the gradual move from
subsistance to a more commercial agriculture will create needs and ~tiesw~iah

a dynamic ,)FC, working closely with other institutions such as extension services,
can assist in areas like distribution, storage and processing. The suitable vehicle for.
such e:q,>anding services may be a co-operative or a small enterprise, the objective will
often be to stimulate, institutional linkages between agriculture and the 331 manufacturing,
processing or service sector.

A frequent danger- encountered in the elaboration and implementation of an active
DFC is that it becomes both a lame duct: clinic and a court of last appeal for the least
commercially viable potential oor-r-ower-s in the market place. It has always been
,_'ifficult to find the right balance between prudent lending and outright loss making
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subsidies in. estab~ishing DFC c~~ercialpolicies. To minimise these problems as well
as to provide the l<idest possible spectunn of financing for small enterprises, policy
makers will probably l<ish to dral< into the small business development process other
financial institutions"

The commercial or traditional banl<ing s~otor represents a complimentary and
often essential flnancial ir~tititontogether· l,riththe-·DFCo These banks usually have
a more widespread 8yster:l of branch officec; rney C'illploy offi:Jers experienced in business
and market conditions, The spr-ead of -che b......,k; n cl::'er.tele between different medium and
Lar-ge.. soaLe b~8i"esses makes tllC:n u~efull,; int~!"!i1cdi3.rien for the" creation of linkages
betl<een SSI ent0rpriiies and their ot1''''r :3anl", are ",,,11 gea!'ed to relatively
quick decisions on ~hort tc!'",') l,or;cing C:'{ Ital lAndir:.::5; as obsorvcd, often the primary
financial conscr-a.Irrt on the .sSI oper-ator , !':Q~t ccn~rc·'..::!.onal banks are reluctant to deal
with the amaLl.e-ocaLe bor-r-ower- bccaune of ':,h", r-o Lat-J.vcLy high risks involved and 'because
the overhead costs to a bank ar-e basically "tbe G2!t'). fer 2. emaIl ) "'-'~'. as fat' a larger
transaction. I~ieans of ov..)7::ccmil1g thc&"3 1....31ilCt~:..'!.C3.s hQVC been devised in various
countries ToJhcre the banking SDC';;or hcs beou dI'Ci.:;';1 :'nto the fiu3:,ncial marltet directed
t ovards the sm.i.LL eli ,"",w:·t '? The..:·,;) ~:'!f'~·:-:uZ'es h·ill di:ffel"'.f:'0!n ,,)o'U.':'1-t'ry to cmmtry !!
but 'some of th!? mecha....rri.smo beinc pl":-lctjJ:eJ l"':~.;.1 GUCC8S.s ~1.clu.c1e ~ 10 additional points
of interest to covel" the h:;.gh cost of ~cl'7"licing such b'.lS!n2'3S; 2 0 a requirement' made
by governmenf th~t a ~iven percentage 0:2 1Yl::I..:'ls lending r-aaour-oe be reserved for the
SSI sector;. 3e. loans nade to banka by cc:...{:ra~. banks .on ooncensdonar-y terms; which are
in t'J.'Pr'. often pr0';,~idc(1 fo::." hy as.sietar.cc 'tccllcjna (IJRJ) UNCDF et al,· 4) schemes
wh,ereby: a substantial r'~~~celltar.e o~ c~":!h Lo-m is gu:tran.teed by 'national or inter­
national developnent 'age:ic~~o Uit!l r-ef'er-cnoe to thic lar·,.'.; C'x,··~:i~pJ..e, UHCJF policy is to
guarantee up to 80 per cent of r,. Loan, It'.is ba.Lance gives tl~c bonk both an incentive
to deal with the SCI acctor' and a [>t<i£icient vcc.ted in-';erest i:l loan appraisal and
mon~r6ring,~? avoid ~are~cGs or frivolo~G loen m~~agemnt p~~cticeso'

India:, as wel!~. ~s~;:t number- of Ai~'ricxl ccuntr-i.es, ,ir-e, GNn~ia, Botrswana, have been
able to inc9rporate the'b~ll(i~g sc~t0r intq,6~al: ~~:reprencur financing with oonsiderable
success b~~us~g' a Dli::c. of trhe alovc L:s'cecl ~~':'J:~.X'.dsm:::'~

A numbe-r o:~ g07e~nr.~~.nts bav- ... ;7':"p::o(... '~~n~d tbJ problem of finarical ansistance to
3S1 't-hr-ough the mechnnd.sm of ~ loan ~J"lndo~: eith,:):~ d:~.('cctIy incu:.:por'·atec1 into the SS1'
deveLopmerrf age~cy 01', t:le .'"'..["':T.lCi .t.n coajl'.-:".'.:.t:i.0'1 k:::·Tl a J~~~ Ti:ds Fl"actice has not been
a success i.n a J.'lu.J0,~r of courrr:... ..' .... O!:,::C'-:_'·'~~: ,:L G.Jn.bi.nj.llg the :':l:UC"ti0ns' of technical and
business adv:ice .·lr;l th' ·:;h·3 <:,.c1m:L.VJ:{~:'<~8l::·:.h:g rof ~ C,J..::''' ~:110::;C r2.Fuym~nt rJ:{lY be seem to be
infldenc~ci ·.b~Y fli~< erl~l.iity of t~~2' advice clc3.Pl:~ ge::'1Brat0s cor.:flicts of interest. Another
ddsadvantrgo of hnvdng the ,krc1olJ\\.ent 1';11"1103 iw'titution too closely linked with a
Government' agency r:csponsiblq'f~!':;:;SIdeveLcpscrrt is that loans tend to be considered by
borrowers as 'II government;" m·qnej.- 1/lic!1 ·::h..:. / ;:>,:"e obscr-vahl.y less' conscientious about
repaying.

':'filile '''';:tell courrcr-y :,dll evolve its O:olrJ, appr-opr-Latc mixture c~· 1 0 acv'isory/e:ctension
servfoe agency, 2" DFC and. in n~a.s~; e.'.sCSj 3" c-onverrc i onaL b,"'J1king; the I1ix will tnost
pr-obabLy irtclude these three.. :....,~.sic plcmontr:~ IJRD ret)orr:rr.ends~'l'rom its own e;:~~i~,.

a close relatl'onOllip, b~h",('n the, adv i cer-y agency and the DFC,; .Thua the DFC or bank

.~/ See Mission COW1try Ropor-c , M - J'~
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can refer a potential client to the aeency or the a.genoy can assist the client in
preparing hin application to the lending institution. I3RJ feels that the dominant role
in these transaction::; Hill devolve upon the lendu1C; institution l'1ho is in a position to
exercise its authority through financial control, while not compromising the agency in
its advisory assistance capacity.

The quest~on of intereat ,micn a financial institution charges for developmental
loans has, aroused great contr-over-sy in the past, "lid different appr-oaches have been tried.
:-Io1'1ever, subsiclised rates of Lnter-ec't have been demonetr-aued so often to be counter
pr-oductave that contempor-ar-y l~evelopmental thil1!cine non tends t ovar-ds a manlcer place rate
of interest or ev~ a slightly higher ~ate to permit lending instutions to absorb the
cost ofaoministering greater volume of sma L], loans. In 'at least one country visited
during ~the cour-se or the project mission, .the negatLve effect of subsidised rates of
interest was ~ce again noted by this observer.

" '

It can be arGued that the absor-btLon of the e::-'cra :costs of administering small loans
by the 0FC or, bank at martcet rates of inteeest is in itself a disguised subsidy. An
additional subsidy will Se the cost of th~ advisory service which in every case encounter~
is provided free or at a nominal charge. These tuo laat 1'orms ,of sub.sidy are probably
far more realistic Ln terms of developmental prioritie.s and more Ld.ke.Ly to prepare the
entrepreneur for the r!"al world of the financial' market "place. It in to be recalled that
the traditimtal source of financing for the SCI entreprener in developing countries,
the informal money lender, invariably will charge higher rates of interest than' even'
a pr'emdum rate charged by a conventimtal bank or DFC. ;,n,el'l al.Lowed access to conventional
financing"the intrinsic advantages 01' the'SCI entrepreneur $hould, even without disguised
subsidies, permit him to meet normal financial costs.

:'Ie have observed that the ;::;";1 .sector re9resents a con.sidera!>le potential for
generating savings. In oreer to encourage this trend, the distortions' inherant in a
loan subsidy policy should be avoided.

"The prime requisite 'for, successful :":"':1 .financing is to inculculate finanacial
di.scipline"not only to pr-event; a drain on public r"ncurcen "ut also to encourage r",tinnal
investment and managerial decisions by borrowers". ,lJ

Y , "Employment and Deve.lopmerrr of ;::mall ii:nterprises" n:.u, 1973.
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III. s!~AIJ,...,3CALE IItJUSfI1Y AiID RURAL ;)EVELOFMElJT

1. Introduction

Hural development policies are increasingly being focused on forms of agricultural
development .which seek to encur-e that tlw growth of agricultural out"ut is ,f,ared
b,etween larger land owncrs and small peasant farmers who form the majority of.the
rural poor in dcveloping AfriGan .countr·ie".,.

These policies have a direct :imp~ct of the small~cale manufacturing and service
aeotor-a in that thes,e sectors will il],Creacingly be called upon to aooorb exceas
numbers of workers from within the anall peasan~ ·~ou~. Fu~thermoreJ·the rural poor
are the principal market f or- tI,e leind of goods and services most often provided by the
s",all-scale sector. Growth of agricultural output and rural dispocable income will
stim~alte. tIle growth of consumption, production, :earnings, and emp'Ioymerrt in the
rural small-scale manufaqturing and service sector, or l"Ural non-farm activity sector.

.Tn the evolving c1evelopmental proce"s, the Sfilall rural rion farm sector must·
evolve as ,well. Improved .coemuntcaedons infrastructures will expose the rural 'small-'
scalc ~trepreneur: to incr~~sed compet~tion from thcmodern sector. Thic. competition
for a more .developed marke1;can ;)e astimulous to the more dynamdo elements' of; the
small-scalesecto~.,toimprove;in sUC;lareas as: product standardisation, design, and
techniques of production and Llarr,et;ing. The need for: better sleills ill management and the
necessity of investment through participation in the formal,financial sector will also
be impressed upon the s~all-scale entrepreneur.

In add;ition,impl"pved transport and cOl'lL1unication.infrastructures.may provide
an incentive to some of.1;he more modern and, .genrally,urban basedmanufactv.ring sector
to decentralise towards low labour cost ru:oal areas.. either by investment· or ·through
sub-eontracting for component manufacture or for acsembly opcO'ations. Tl,ese phenomena
will add "co the nntlti19-UE!~;ef'f'ecb of groliing rural pz-oopcz-Lty , 'better mar!~ei;s, and
improved emplo~ent protential.

In specific country contexto, variouD mechanisffiD may be considered to accelarate
tile process described above ?~-:i c;';iJ:!ulate the grOw1:~l of market reaponsive small non
fa~ rural activitieso These may include:

i. fiscal and other concessions for r-ecognj.aed small-scale activities in
designated areao;

vertical linltagec betweenGovernment procuremerit poli~ie~ aOd f~stering of
the small-scale and the modern sectors;

the introduction of bucinecs advisery e;<tension services to permit small
rural entrepreneurc to acquire new skills needed to a changing economic
climate and to ensure that they are able to take advantage or concessions,,

ii.

iii.

iVa other specific government policies tailored to the particular circumstances
of a given country, region or category of activity. An example ic the
policy of the government or India to restrict manufacturing licences and
access to loans and imported raw materials or components to certain
activities which are particularly well suited to the small-ecale sector
(i.e. matches).
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Suohacti.rins as. suggested in (r ) through (iv) above will have been undertaken
after an e::tens1.vE(examination of their role in both. he macr-o national economy and
the particular "dcro economy where they are scheduled for iIIIplementation. The guiding
consideration' will to encourage the emergence,· growth o~ restructuring of small-scale
activities which will be econanicly viable in terms of· the workings of the market·,
place in which it is situated; The costs .of small lion f".m activity promotion will th<lIl
have to be evaluated in terms not only of ,..~:;,::.~t potenti;;'i but in terms of infrastructure
investment, balanced against social benefit o •

2.' :Rationale. for .including non f'arm small-scale activit;ies, in rural development·
'planning and programming,

!tl~ay not bonecess~ily obvious to policy makers that Rural Development planning
will benefit from' the' ,.nclUsHon in such planning oJ> provision for parallel development
of small-scale non farm activities" dowever, failure to p~ovide for them can pre­
dictably vitiate, or at 1'1"st canoe the. loss of importa11t side effect benefits tOl
any ru~a1 development ;.r.ot~~T,"'":c.,

~ '~' tr, ~.

i. In areas where agricultural modcznf.eatLon and. imp"ovement in the quali.ty •
of rural life are taking place, an Lmmedd.atre need fro increased levels of
non. farm activity ~dll arise, j~ore and better tool.;;, implements and integrated
policy. of support fonon farm aot:Lvitics will readily find not.·only justi­
fi~ation,.but w~ll be requirc7 if the p,.ocess of agpicultural and sonial
:!-",prove~entis not to be impeded.

, . )

H. Ai3local small scale non farm activities respond.to expanding rural markets,
the}; will ,respond to the stinniloos of competion ·from other sOlll'Ces of Gupply.
Som~,of the enterprises will not meet these challenges, others will adapt
and grOWl and most im[Jortant, new enterprises will spring' up in respons to
demand. In or-der- to ensur-e the ba.Lanoed progrcssion of this process,
enlightened, reaEstic pr-ogr'ananes to aid ·the evolving Sn1all-Gcale sectol" 'will
'becOme clearly indispensible if a aocially desirable b"lancein'lln integrated
rural -life' is to 'tJC ach.Levedj.

iii. The parallel .grwoth of· the 'amall non farm secto~ with ncreased agricultural
pr-oduc't-lv-Lt-y will Lmpr-ove the 'coot -benefit eva.Luatrf.on of r-esour-ce allocation
decisiolW. ,.~~-,f~:~} regards t,,"~ r,1:::'G!lgthening of rural ini'rastructureq, both
GOdia~ and economic; , .

iVe The spontaneous grmlth and adapt.at'Lon of ljUral non farm entrepreneruial
activities has been seen to· be subject to e~ceptiunal constraints. Lack of
nanagemiab:1:. and t-cchaf.ce.L s!~i)'ls a:--:e: an e;~:.unpleo The "climate of mistrust
of "official" activities, which is fed by tradition, deficiencies in
literacy and information. diaemination, must be overcome" ae-investment of
part of newly frirmed capital rcsmlrces generated by agricultural modernisation,
into needed pr-oducv i.ve and empl oymerrt cC'e"t;llg activities will not take
place unleSS financial institutions are adapted, probably in conjunction with
e:crension advisery services, to ma~e themeelves accessible and to respond to
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-the needa of the "mall en-trepr<meuro In, order to, make -this response,
policy makers mus-t be prepared to mal~e Lnveatmenf decisions involving
scarce resources to .provi4~ what; a;e ~~ cGsence,._sJ~cial infrastru9tures
necessary -to acheiv~balanced rural development ,and, social equilibrium.
There is ever-y u-caecn to be,lei~e tlia-t such inve;>.tmen-t, if sensibly made,
will be self ,liquidating hath in t erms pf increased~omh and indeed,
in long term revenue collec-ting poten-tial.

3. Social infrastructure meohard.ame required in en 551, rural developrDent policy.
Varying conditions will dicta~e the apecific choicea which will~pose themselves on
policy maker-s when designing broad policies' for rural development whic:, will ,include
support for the non farm small scale activity. It is to be recalled that these
infraotructures are not created overnight and that their most productive contribution
wHl be made when they have ,been buil-t i,rk) basic rural development ,programmes fran
,-their inception.

Some or'all of -the following types of infrastructUres will almo~tcertainly
have to be adopted by Government to implement a policy :>f integrated rural development I

}.. Government policy and physical Jnfrastructures

i.

iii.

It cannot be sufficiellUY str-eased that a deep and lasting higb level
government policy consensus nlust be theesselltial foundation ,tEl any
progrannnes for the integration of smaLl, scale non farm activity to rural
deved opmerrt , Sporadic or cosmetLc efforts will not be successful1 and will,
more likely, not only waste re.;iOl,lrces but be counter-productive and retllJ:'d
the':whole'proceGG of rural'development. '3aGed on a firm and deeply rooted
committcment on the part of governrsenb at the highest level, thei, what are
likely to be e''''ential :interventions in the form of programmes for integrated
JSIc..rural development? ' , ,

The anticipation of phyad.ca.L infrastructllre requirements in such areas as
ccranundcatLona, i.e. roads, transport, public works, electrification etc.
r,lany of such activities provide local employment and result in the learnil~g

Of baed.c nldl;Ln applicable in other activities. In many countrie~, , .
government marketing boards 'are active, efficient 'and productive elements in
the agricultural developmellt process. They often can supply services which are

'to(, extensive and oompIex for the private sector. Such boards, of course,
tend to become suppliern of needs, fertilizers, agricultural chemicals and
and the like, as well as purchasing crops. A conScious effort should be made
to encourage the phasing out of state boGien from those activities which can be

,denonntro.bly' carried out economicly by the informal n<:letor.

Governmenba ohould not h~sitate to maximise the use' of local labour, and
providera'of goods and se~ices whereve;;'possible. often this can and
will be proved to be less cost' efficient than the.use of "imported" inputs
to implement, infrastructure pro'ject;'. :1owev~r a throughtfuU e..~ination of

, long term social goals and carefull weighting of cost/benefit dispartities
should be made before the adpption of quick ani easy solutions to a specific
problem. The scheduling the public worlw projects during s Iack agri~ltural

periods is one way to avoid disruption and to maximise the particpation of
local workforce in the development process.



The pr-ova.sa.on of basic physical infrasj;rucut~s such as roads and electrification
leads inevitably to the grol1th of social infrastructures which accompany ·the
growing expectations generated by ).!Jlprovoo agrlcultural productivity'8rld income
distriqution.. m.ncesmall: non fa'rm activit'iesalso benefit from these .
infrastructure irivestments,'they particpate.'in and contribute to improved" .
standatds of living.and leve].s of econO!itic actiii'ity. 3etter roads giv-e::;SI.
access to wider markets, they facilitat-e the ·;jc'oit;.:-ement of raw ·materials.
Electrification allows t-he .introducti.ori of improved technicity. I.fore· and bet-ter
social services such as schools, .clinics; water supply etc. are dra,m into thEl
developing rural. milieu as a result of demand' pressure.

Social Infrastructures

i. Training. Ugleas training facilities at various levels are available in
an accessible and well organised, integrated way, beth for the agricultural
and for the non fann sectQrs, balanced rural growth will be delayed and
stunted. The non farm sectors, will require vocational training in both
manual and business skills as they adapt aM"grOl; under the pressures of
changing economic and social conditions. Vocational training programmes'
can take anY,form which will be most appropriate to the specific require-
ments of agiveIl region and a·p';'rticular<·programme.one element which.is almost
certain to be present wiH be a· business', advisery .extensd.on service which
in turn will provide information about' and access to," vocatiOnal, manual and
technical t-rainirig prograomaes. '&l':'h serv'ibet. are nOt ~heap; although their
cost-s need not be exhor-bd.trarrt if they have been well deSigned and organised.
Their cost-s must be cOnGidered as part or an indispensible L.vestment
policy in social infrastructures. In SOIJe countries, notable India,
training progI'llm!lUJ have been. Guccessfld.ly. integrated with the introduction of
a well planned programme for the Creation of.rural industrial estates.
This last method may be found to facilit~te the intI'oduction of research
findings in appropriate tecImology. .

Financial Infrastructures

Credit institutions, both public and private, pr-ofor-ab.ly closely linked with,
but separate from, business ""ct:ension advisory services, must participate in the rural
develqpment process by becoming both physicaly and pSycll0logical more accessible
to the rural small non fann entrepreneur. They represent the only alternative to
the almost invariably usurious informal lending sector whose practices traditionally
have demorwt;ra.bly strangled growth in the sector. TIle informal financial sector will
nOt disappear overnight in any case. :iowever competition from the formal sector,
especially for the most attractive business in growil13 rurale<ionomies, 'may well'
have two effects. First, the informal sector will be obliged to moderate ita demands
on what is too often nm;, a capf:ive market; secondly, informal sector holders of
capital may, in some instances, find it to their advantage to deposit a portion of
their resources at attractive rates of interest in exchange for the security offered
by the fonnal sector lending LnatLtnrtLons,
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The administrative and financial coots of providine a widespread and accessible
banking service in rural and provincial areas will in many cases go beyond the
criteria of prudent banking management. Goverrunent policy malting will have to
1;alte thjj,s,J'actor into consideration and through Gm-c:-:'1ll1ents' own,and international
aSsistancE::a~~\,Y,mechanisms, make i,tpassihle for tiWiiicial i~ti.tutiOl1G to proyide"
need~~nX~pef',wit}!,~t,being penalj,oed. Loan default guarantee schemes; the,
provl.sion of ousi,n,,;js .e..-ot:ension serviceI' to fullfilJ functiorww)'acL o~:.ct'l6::rc h,l':.1ks
would ha"c1;pf.....l~fnll.'and perna!>" interest liubsidy:schemeD ar;' a,ll' possible
approaches to, the ,problem of enc~raging banks to participate activ,e,ly in this
developr.\enta;l,a,9i:i.v5,ty. Thus; support' of the financial sector bY, ensur-Ing that it
fi~lp ~tscooantia~role;~ the overall rUral deve~~ent prograrnm~t'becomeGanother
social inf~struPt1.!re.w11ich will a.Imoctr certainly req.,iire commi1:tement of CqvenUnent
reoources, w"ethersel; gener;l:i:ml or dr-asm from interriatiorial. d.onorso 1'h"\..rol~ ,<'1f
cooperatives and other fOmls of aOGociation should not be neglected in plaDn:i.ilg
for the moMlising of "aving" and the availability of credit in the fr~u'7wor;kof

rural non farm activities. ' '. .

.'

.: -',

:rn;:general it hao been ahosm t:iat iil"tho sniall~cale ru~l non fann sector,
more johG:and higher incomes for the rura'.! poor exceaa labour .force will reoult when
a mini.mwll.,net of factors arepreoent:V

. ~)',:ri,ere Lc a high elasti~i.ty ~iG1J;'sti,tutiollbetween capital and labour;
, . • " '- t· ' c- ..,.

'b~" 'rages are not drivent<io'hig"'" too rapidlYi '

t>r Ace~os to technic:al,ckiUa ~ ch9ngeo ia relativel¥ <laoy'~ is directed
to incrcaoing eff~c~ency of bot~capital rold :~~bouri

d~ Product d€t:1aricl c and 'price elaatie:tty 'in strang.
~ ..

'5ilfficf6'nt of rural non fann activitiea seem to reflect t hcco condit-i=~ to
a measarable degree, to 'qualify ao genu~e diotrtbutor£ of growthgCnerat~.benefits
to the' rural ?oor, throUgh wageo opread 'by economi;cly and ooeia11y pr'oducfLve
econanic growtho

•
t (/J i..
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'lI '%pl~ent, productivi,~Y!ind inC~e
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COllCLU::::10ilS

1. Information on the development of mall-ccale Inductr-y

11 lnformation on the doveLopmerrr .of 3::31 is difficult to aaaemb.Le , Firct, oy ito
var-y nature, XI does n::>t 1, .~. ',"'~;;8'lf to the collection of atatistipG. ~I entre­
prencura are often to 'De f'ound i.ri' remote ,area':;.j in ur-ban ar-eas they can be higl}.ly
mobdLe , c.econdly, in order- to ~e' id.entif~.cd; they muct be clefil1ec~') I~G Goverrment s

develop policiec and definitionc, as institutionn and programmes are put in place, it
uill occcce increasingly pO.3oible to eota:;lliGl1 reliable informat,ion l1~lich will
greatly aic the development of the sector~ Of the African countrieo viGited, .1otswana,
one of the smalleot ill popuIatLon , i9 undoubt.edLy the ;JeGt documerrted , 0.1 a worl~

wide scale, the DR") iD tmdoubteclly the, :)(~Dt DOUl;'Ce of infonnation, both general am:
particular, a.nc\ Guchinfonnation as is avadLab.Le is reaclily accessible ,through a ser-Ies
of excellent .policypa~ers, as well as more specialise~ reports. TIle EGA library haG a
wide select:i;on 6f general and specialised tenc, many of which are .Ld.srted in the
project "Jackground Paper".

2. 'fi".loting institutional machdner-y

As would ~e expected , inGtitutional machinery for the development of ~I varies
considerably frQ1l one country ,to another. ThiG, ~)oth in t erms ,of tmderlying policipG,
and in terms of clefinitiono Zac~ countrieo t circumstanceD, with regardG resources,
administrative and econcrnic; its socao-eooncmf,c Syoter:l, i1:3 geogr-aphfo oituation,
will have c6ntributed to a different L~titutional approach to induGtrial developnent,
uoually including SS1 development, which will reflect these circ~~Gtanceo. In many
cases the..machinery will have &rO'tffi on an ad hoc basis. EJuphaais may be put on the
deyelo~ent 'of that sector of GGI concerned with handi-erafto, for inotance. Other
countrienmay have developed ilWtitutional nachinery to deal l<ith the fiilancial prooloo
of SST withoutne"essarily givinG Gufficient attention to the indiGpensiole ancillary
machinery' which would ensur-e :1 ~:-:~tter une of fil1.i:ncial rcoource.s devoted to thece
purp086110 Still other oountr-ieo have seen the E;Tollth, in the absence of a nell define<
national 90licy, of variouG institutions whose activitieo are imperfectly coordinated.
This leads to.duplication of effort ,and inefficient uoe of recources; inde,ed i~'can

lead to cc;>ntradictory ac":' C,' - ,,- :" ", are demons'tr-ab.l.y counter-productive. Internationa'
assist-ance agencies o.i-e usually .~peciali:3~ in one aspect of SST deveLopmerrt , i.e.
management, technicity, f'Lnance , etc" Their efforts, however- Laudab.Ie , nay create
areas of activity whooe end Lnpact; io attenuated by their tending to be relatively
iGolated, rather than a., integrated ~art of a clear and,comprehensive,policy ~
programr.Je. .

Institutinnal machinery then, must be a part of <;n overall policy for ::::31
development and be well coordinated with other institutional activitieG so as to
constitute .an integrated appr-oach which reflectG that policy.
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3. ~inancial structurec

It has ~een o~ervea that firuu~cial inatitutionD have a vital role to play in
the development of 8':';1. ilene theleos, that role hac. oeen over-otreG300 in many
Inotanoec , while the cuppor-tLng iU3titutions uhich wauld pcn:tit the ma::imization of
fi:nailcial inputs have '.Jean neg'Lected or i:]perfectly coordinated llith the- activities
of financial aSGistance pro~a;.trteD. It haG been observed in n~erOUG instances,that
a financial acsistance procra~me, ~~ccompanied 0y a~viGcry or e~tenzion serviceo-in
management ail.-l technical Gl~ills, 'Hill not only' lead' to the creation of non-viable
enterprisen,with their GUJdequel1t drain on recources, but it can indeed'0ring
abouf the failure of relatively GO=', enterprices. ' '

Financial inotitutionn may be apecLaLl.y created for service to t:1e c.::;I sect-or
or e;dcting inctitutiollc may oe prorrrm2~d to cerve thene lleeaC. Ucual1y it'wi11 ve
fOund that 'a mix of' financial LnatLtutionc, all 1forking together 1fit~lin the parameters
of, an 'integrated ::;':;1 ouppor-t policy and programme, 1fill hect meet the' varied needs
of the sector-; It iG to 00 recalled that in every instance studied and from observed
exper-Lenca of other aSGiGtance agencd.es , the too close aasocd.atLon of any e::tensian
or advisery cervice with the actual finailcial lWcistance decicion making machinery
hac proved to be unsuccescful., Thece functionn ahouLd ;:>0 complimentary hut separate"
and not combined in one inatitution.

,4. Long'term, progr~~e3 reqUir~1 for'the development of ::;':;1

Any lone term pr-ogr-ammc decd.gned to enhance the development of :::;SI "ill a~~o::it

certainly incorporate the follo1finC o"",ic elements,

i. A government 'policy decign<>el as a permanent feature of developmental
paliuUng"hich "ill cet out the prioritieS and t:le objectives for developing

·a ,healthy 3SI nectar. r:lia policy wiu be 'based on a realintic appraisal of
the' countriec' r-eaour-cec in trained m.inpower, funding availability, eJ,,-cting
stt'Ucturec of inductry in all categories,infrastr'uctures, and ,regional and
int'ernational circum5tanceD~ . ~ ..

ii. GOvernment policy will be ~uilt on a clear and realictic definition of what
,i3 tQ be con.oidercd the C;3I nector' in the country. SuC:, a definit:l.on will
'pro~ably be baced , at Lcazrt in part'; on cur-veyo of the oector(3ee Morocco,
3ots'iana, Country Paperch " " . , ,

,

iii. Government will, in imp1ementine lone term policies, review a 1fide
cpectrurn of administrative, fiGcal, and reCource allOCation policies to
attempt to eliminate con.otraints to the development of SSI which are
lJuilt irito the cyntcm. ',/here ever possible such a general pOlicy 'review
1fill tal,e irito account ot'herareas of developmental policy. The
intecration of any ,SSI pr-ogr-amne .lith ruraL and agricultural'development
programmes will be encouraged. Incentivec will be institutionalised
to ensure maxdrnum oar-tLopatrLon of ~I in GoveX"n:1ent procurement ?olicies and.
to encoura8e vertical integration of SSI with 1ar8er ccale activitiec,
through subcontractinG, etc.
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iv. Financial aGnistance Hill oe made avadLabIe and aoceasLbfe to s:.>r through
·iIlGtittitLons who Hill dove.Lop apeoi.a.Ldzsed capacity to deal with this
category o{ borrowers. Guc~ financial assiotance will avoid becoming
de:>endancy m~<ine, Gu;"'idy mechaniGms; loans Hill reflect terms.practiced
on tIle real world, f'orma.L banlctng nectar. The financial inst'itutions

'will coordinate their activtieG with training and advisery extension
servicea, designed to as~i~t the s~i entrepreneur to M~ce the best une
of availajl~ financial ab$istance•

5. . Training :Ji,"Oeram.l1CO uill De designed to cover the two .basic needs of the SGI
entrepreneur, f'undamerrt a L nanagencnt' cltills and t echno.logy which ia appropriate to hs
hin requirCl:1enta. One elernant 0;:' ouch training programmen for ::iSr entrepremeurs will
be a corpo of ade~tely trained, licll motivateei- e.xten.sion workers. Such persormel
will be availabie in provincial and rural ar-eas "here they must be given the necessary
meanD ·to be Mobile.

u1nce many CSI entrepreneura are only partially literate and may. indeed have
numeracy pro?lenG, audio-viGual approachen to their training have proved very
oocclois:'ifull. Such programmen call ;'0 pU11'0se desienee and have great intpact on potential
a:.ldiencea. flUdio-'visual':devicoo are manageable for even the field ext~ion worker..and
a choice ,of modeLs e::ists~'':Hhich can 00 opez-ated from inter:na1 power sour-ceo or Car .
~tterieg.' '. Audio-vioual'i:edmiqueo can a Lao be used for training extension workers.
A leader in the field 01 the preparation of this Idnd of opecialised audio";vioual
traininft material who has conniderable cJ:perience in working.lr.i.th succeGG for ouch
agencies an ;'AO in:' 'l'eCl:ledia Ltd., 5 Gi-anby Ot. Lough'Jorough, Le 11 3D:J, England.
Tel!llleClia pr-oraotLona.L material is on file l"ith the ECA/JllLJOJID.

Another element of s;:;r trailning may be the ntrengthening or creation' of centres,
both day and residential, wh~re tcchnical nkills which respond to clearly identified
lone term needc can be ilWtrricted. Incorporation int'? the programme of sucll centres
of inotruction in management skilla for Gelected students and for studentspf
technical disciplines who sho" apptitude, should also be planned.

Training proerarnmca' for 't>uainesG aclvisery e:rtension workers need not 'be over
amhitiouo. Janic skills in acc"'¥ltancy, record keeping, inventory control, costing
and prioing, C:ealinll·"ith inntitutiona in the banking and aIlIministrative sectorn,
ao well, as the poychoj.ogy of the ::;::;r entrepreneur '<ill De elements of any curriculum
for extension- workerd..

Given the relatively basic requirementG for extension workerG, it is a mistake
to select candidates for trainipg "ho are overqualified. Such workers are likely to
be diGcontentwith the level of wageG mont pr-obabky available for such. "orl< and many
of them will ·1>e disinclined to work in the more r~ote areas. Experience shows that
excellent e:<teIlGion workern can be recruited amongst candidates who have obtained
satiofactory results at one of the formal leveln of, seconclary school leaving. Jy
drawing from this pool of potential candidates, thone r-esponsdbke for organiGing an
extension service can more eanily balance ouch a service staff amongst different
lineustic gr-oupe and anoncst those frem both rural and urban backgroundas . In many
parto of Africa, certain lines of small-scale enterprise are traditionally dominated· .
oy woP.1en. It has been found t;1a-'c women e;~ten;:don lforlt:crs are very effective in
serving t~le' heros of this sector and a, conccdoua effort ehouId be made to recruit,
woocn for any such cervice. Ideally, candidateG will have had some business·
experience or Hill have characterictics of maturity and facility in deal·ing with·
people w~ich will give them crediJility in dealing witn small-ecale entrepreneurs.
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l~orc .ac:vance,l training for the better qualifieci and moot diligent of. ouch "orleers
will 00, of neccaaity, more apecialised and r-espond to the more particular needs
of any c~~triea' programme.

It is the opinion of the author of thic report that, since the e1ttenaion
worreer deccr-Lbed above. is relatively Lnexpensdve to employ,more than adequate numoors
should be in :tile recruiting and training pipeline. ConGidera:>le attrition can and
should be expcctrod amongct; theDe uor!~er:.;. It *il1 be an encouragine sign of the
aucceco of any pr-ogr-amme if aome :maineaaea erow to the point w:,ere they.can econQllically
of"fer employment tp. mem:,crs of an oxtencLon force; or wilere members leave the force
to ~>ccome.:~treprcneurG t hemae.Lvec ,

(ir.3. An exce.Horrc ·manual, discuaai.'lc at Lengrh and Giving detailed models for
'. training proLT'~ea for .s.:;r extencion worlters io to be found from: "Intermediate

TeC:mology fu7:>licationa, London. Its title is: "Conaultancy for 'SnaIl Jusincases,
the Concept , Trai.'ling and Coru::ultan't<,." 'JCA Li7:>rary iTo. 5S9.2:330.4(:1295S).

S. ·1.'iallY African countries couId :Jenefit frQII an opportunity to study and be made
.' aware at, e:;rperien9cs, and ,.the Laccona gained by' trial and 'error, in other' cc;?Wltries.
~e of t~e~e countries· may be incufficiently aware of international assiatance
available in :various forms for ,the ::>rornotion of sound and active policieD and
proerarnrnes. for ~I development. Tbeestablishment of contacts and the laying of
fOundationS for practical co-operation with relevant under-takfnga and inctitutions
woulc;l permit a better definition of tIm t-ole of the ;:;SI sector in industrial and
eccnemac develo~ent policy plannL"lg and programme implementation. It is. clear from
olloerVations made during tI,e cour-se of this u:::AD funded , Joint UHECA/ill{lJ)O Project,
that precious tillle and inestimable savinga in scar-ce .reGources could be effected by
every country studied if it were poosi::'le for each of them to have acceas to the
'often painfully acquired succeac and failure exper-Iences of other countrieo. On the
basis of camnon exper-Ience and obser-vabke ,demonatraMe hiotcries of atter.lpt.s to develop
::i.SI programmes, each country, within the frameworlt of its own particular and often
unique circumstancea" can strengthen e::isting institutional machinery or can re-appraise
existinG policies, with a vieT< to building a conatructive and manageable ::;:;;r development
policy which fits i:into the country development planning atrategy.

One prQlliaing appr-oach to the eDta:,lishing of linlw and contact between countriell
interested in t:,e benefits we have .<cemonstratee! as ::.cing inherant in a clear and well
supported XI policy would be at least 2 and per-haps more international wor~""hops or
seminara. These seminars would ;)e or-gand.aed along linGS of camnon baclt:ground and
cirCUInGta.nceoand i.n function 'of" the admini;atrat-ive worlting language of the countries
involved.. 'I'hece seminars oouLd be based on policy considerati<>n:J and the presen~ation

of the strong arguments for a vieorous and well planned ::;:;;I prOOlotion and development
policy. Elements of the findings of the In-!ECA/m!DO JD project on SCI coule! perhaps
be uaed as a basis £01'" the disCUGsionc. in ouch seminara.

Another potentially interesting approach to stLuulate greater cross stimulation
7:>etween countries would be a bi-mont:,ly news letter, in an englioh and french language
edition. This newclettcr would draw on the experd.ence gaind in different countries
and nake it available· to othero. f.rticlea could be r-eaeonabfe detailed and technical
if the distribution of VUC" a newoletter was carefully directed to tilOse responsible
for ma.l<ing and executing policy in the field of 3:':;I ':evelopment. Contributiona could
be encouraged from resporwi2le officia13 in African. countriea and from international
tcclmical asaistance -agencd.ec and ther per-oonncl ,

,
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Once a ccrrcaL atimulous proviC:cd 'oy an intra-il.frican ornanication had oraaniscc1
a aeries of basic policy ancl planning meetinGc and "GGru::::iticccl clcciaion ma!cing opinion
in an nU'11~er of countr-Lco , mor-e GpecialiGec~ racct-Lngo , lTor:CG,;lOpa and aeminars could
be organised in specific t opi.co , SUC~l an training 0:.7 eJ:tcnsion wor!~erG. Il.senciec ouch
as illIIJO and ILO couLd make conctructIve contl"'i"butions to t hcae meetLngo , T1l(~

organisation upon whom had develo~ed t~e responsiJlity of centralising Multinational
efforts and cupportina national effort~, coulc ~ild u~ its ntaff witil the view in
mind of havine specialist adviscrc avaitable to requcatii.l[( countries. Theca advisers
~vould be cpecial;ist,n in t!IG pr-ob.Lenc Q;: developing ;::::.sI infrastructure::> ~ncl !lolicies
anC~ "'oulo. be familiar llith the -:.levelopr.lent'c. in t~lC field throughout Africa.·

7. . Finqings made. during the .cour-se of t:1e'JiTZCE~/rnJr.Jo JI;) project r:1isGiono to
five oelectcd African count~ieB have ~oen cliscuaseQ in various sectians, a?ove, of
thi,a ~port. In particular,in concluaion (5) ao,Oveit' in DUceGated t)at.a means
muer ~e:'I~!Ild to permit Aft:~<;:~ .countriec to ohare~ harr' Han exper-Lenoo in the vital
area of ("lG'vclo~ine realistic' al1,:1 prcY'luc'~~ve~T ~lcvclopn.cl1t policies and proeramme,o.
Hany countries lfoulc"!. llelcomc and weat1y ben.efit fran specialised advice were it
avadLabko from a central, rccp~.c";;cd orgaJ).iGatiol'lo

UI~~ is ~.~ely African orC&lisation, cnjoyin~ iuternational preatige anrJ the
DUP?O~C of numer-ouc drrt er-natLona.I aaGiatance and fu..l.ding .or-gantcatLono , UHZCA -is
particularly aial~e: ~f the oppor-cuni.tLes for incluotrialjecD;1anic development UIlic:l arc
to he exp.Lod.ted through.'the developmellt and inpleraentatiol1 of well defined and
planned'~I prorno~ion policicD 'an;1 pr,ogr~eG. mr.]CA io·albo familiar,wit~ the
pro!)le~a' ascociat6d with the elaboration ~f such policica and pro~arnnes anLl·is in a
unique pos.LtLon to make availa'Jlc to meraber- govennments sound advice baaed on a
oyntheoio of o7~ervec1 aru:l analysed exper-Lence from a wide spectrum of counrr-tea,
This e"per'iencehas beeIl,recently orought_up to date through th~ completion of -a atudy
whie:l was made po~siblc thrQl,iG~i th~ intereot iI! 3;:;T development, and the confic.:.ende in"
mmCA, of U':;AD" The exper-Ience thUG gail;1ed, and which ia enoapou.Latred in .t:1e present
report, demonctn-ates concIucdveLy that there arc conmon, basd,c fac1;ol"'c which are
applicable to virtu~ly every African cOUlltry ii a successf~leffo~:~or the
deve.Lopnerrr of ~'I is to be made. At the Dame time, expor-Lence and oboervation S:10WO

that each country ha~ circunstances ~ld c~pditons.which~equire spccialioed study
and advice in or.cler .to peredt t-he effoctivQ, application of basic c.enon.otrateG··--formulae
which must be thefounda1:ion of any via:>1e and pr-oduct-Ive policy and inatitutional
rrat"le work for the procluetive par"C'ic~ation of the SSI ·nector in tIle l'3.t"iona:l deveLopmer.
pr-ocecc ,

'JaGCo' upon itc pr-econt- c1:perticct ',jiillCA in in a atrong position to upgrade ita
already. unique. expor-Lence and !01ouledge of the subject and, make available 'to African
cOWltr.iec; bot:> the !~aGi~ a.nC funrlanental requirenent-c for setting up :J;:;r prO!i1otion
policies and, -i-natitutiol1s; and t o -provic~e t~1e apecialisa aclviceto permit the adapbat; --,
of t~1eGC fundamcnta'lo to the pa,:rt'icuiar ,situation of each country.

'1':le beat l,lay to ~Jring to bear t:1C uniqu.ely cu i t abLc abilitico of DIrEr.."A l~ill,of

cour-cej depend on pr-ac'tLca.I considerations. One aonr-oaca trouLd ~e to obcad.n t~lC

agr-eeraent 0: the par-tLcc eoncer-nod t~lat the i.t.I?le~~nta"cion of a unified. -: J.3I prQilot'iol1
activity_":it:lin-UirSCP. be placed :ligh on t:lC agenda of the next Conf'er-cnce of lu"rican­
Minioterc of Iwiw:>try.· .Another pOGDible appr-oach flould, 7JO to call a meeting of senior
policy makinc CQV8r:1mcnt of'f'Lci.a.Lc 'froD aelecte<L: courrcr-Lea , CuC~1 a rJ~etinc could :)0
the VClliclc' for acn.nitiain:;; of Govcrnmcntc on t':le ur-gency of affor3.ing h:::gh priority
to s.JI (~cvelo~mento T:10 acenda could include ouch itemo as (i) definition of '::;::;1 in
African conte.rt , (ii) a~minictrativG ncacur-ec for facili·cating trade in :::;;:;1 pr-oductIcru
(iii) reGional co.lLegeu for t:1C traininG of G0I exteno.Lon worJcero and supervisors,
(iv) joint anpr-aochos to interrw.1:ional ftmf.Hng agenci ec for f3u!JJ.">Orl" of ret:ional
progranoes, etc.



illiQUIIlDBErJTG FO] ':;TR~irGr][;;iIIIIG ~E'lELORJ1;tIT· OF .J.l/',LL-CCAI2 II-DUSTilY

·T:le theme of the folloHinc; notes uill be to ouggcst the desirability of developing
betncen African oounrr-Loo , an inatitution 1-ThoSG pur-poco in to advance the achievement
of connon ccona-aic dcveLopmcrrt policies in the field of DCI" Hhere cuch i.natitutioru:;
already e:ciat nationally, to reil<iorce them or to enlarge and strengthen their fieIde
of activity. To t hecc en<'_D it nou'ld be imperative to galvanise all levels of African
decician nal~ero, towards·an undcratanding ~GUpport of ouch policies and inctitutians,
in ol':.h.r to ascur-e that they nill enjoy the ncceccar-y pol).tical, , public opinion and
iqternational Gup~ort -ncccGoury to CIlGurC their oucceDb.

There io a wide disparity between countries in Africa in terms 0:: state of
eeononie development, natural resourcee, ;:>opulation, geographical location, linguietie
and cultural character, econonie policioe, and ot:,er :iaetore. It would tI1Ue appear
desireublc to think in terms of olte 'common organiaation for all of African at this
otage of devclo~ent.. At the same time, ·should a s:ericc of ?owerful regional
inntitutiona.cmerge, their very C;~Gt~~cc would crea~e a.polarising force to draw
almost all African countries into cloDer eooperationin Qattcrs of economic eooperat~on

for ~I ~ev~~opment.

~ order to implooent tJe Qeaeurcs outlined above it iG clear t:~t the encourage­
ment, financial DUPPOrt and teC:1nical r-eoour-cco of a eupranational organisation would
have to play t:1e vital role of catalYDto The most obviously euited for such a role­
is the UllECA. Since well developed ?atterns of cooperation between the organisation
and most African Staten have already Deen developed over the years it would aecm Logdca.
that the organieation and govern"U~tn addrees thcmD~lves jointly to thin challenge.

The experience and exper-t-Lao l'1hic:l might be dr-awn fran this African organisn:tion
would present 1:>10 major advantagee ~npoeeible to equal in any other conte:{j;. mlECA
represents a sum of tecluodeal arKl organieational competence which could provide the
needed impetue in aeeiDtulg African countries to achieve the inctitutional and
technical mecr~isme to succeDGfully in;:>lement the creation of effective and
intcrcacting national and regional inntitutionce Secondly, a joint programme,
impl"mente'_~ by UIJECA and governments nould r-cpr-coerrr much weight in influencing other
African govcrnrncntn ir.. tllio nm'bitiouf.i and comp.Lc.; ondcavor-s Joth governments and
International Cooperation Organiearione would be. obliged to give the most eerious
eoncideration aI>d support towarde the creation o~ such inctitutionc,aesuring that
they would command the respect; financial, and technical rccources,required for thetr
becaning Gffective r-eaour-coa in the evolution of the Hew Econanic Order.

Clooe liaison and permanent coneultation cou.Ld be maintained with concerned
governments and , where appropriate, with InteranationalOrganisationo. Already
existing regional, linguistic or ocher- groupings could be encouraged and eupportedin
efforts to extend their responsiblities and authority to appropriate actianc of in
thiD vital, SCI area of economic activity. f~ Duch groupinge function in an

,
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increaaingly effective Hay, an EGA inntrument created for the opecific purpose of
Gtimulatinc and encouraging the creation and gro1<th of SSI would have a new and vital
role to play. This would be to encourage and coordinate the closest possiDle
collaboration between the regional gropingG on mattero affecting both SSI development
and in neg~tiationG with.other, world-wide e~o~amic entitiea.

f\F~~fl.E... ...ol...__a'pp~l-O!8~~t~~.,
3llould the a~dve recommendationn receive favourable connideration, ito implications

would extend to such areas aa e i •.e'.

:korientation of induatrial policieo and strategies, reGtruc'1:\1X'ing
instrQ~cntG for action;

Enhance economic inc;opendence, Gelf-reliance and soIf-sustaining industrial
development by creating, the' conditiono for the growth of'vigoreouG SST
cecter-s in the ,widest Gens,e ,of, ,that concept , Ln.ol<Q:rn leading to the develop-
ment' ofmorp 'e,::t=ivomedium and large-scale sectors,;" '

Tho will to develop, would, moat' certainly be,strengthenePtl~oughtheprocess
of mutual suppor-e rand the economic power, that wOuld: com", from Lees fra@1lentation;. -;. ' ". . . .

Induotrial cooperation, whooedevelopment is dependent on trade. Areas' of
grcater trade opportunitics in the ,fonn, of expandedmar-ketra should stimulate
co-operation t[~oughpoolingof,rcsources,technologies and the avoidance of
duplication of effortoGrcater self-sufficiency would thel result, with
consequent losseling of, dependence, on importa of goods, aervicea and teclmology;

Industrialisation and hummj" natural ,~ agrieulture.l resources. It il3
axiomatic that increased, rational' iIidustriali:zat~~such aD ,can best and
per-haps only be achfevod by encouraging the ssr: acctor, will in trun lead to
norc productive arid aodally rqwarding use of all resOl1rces;,

Capital formation 'i~ per-haps one .area where"the- adoption of coord::n:lt~.('11. p0~~c:r

would show the first,aJld moat immediately necessary results in the technical
process leading to the overall goals discussed in this paper;

In the general climate of inere;U;ed trade and'improved infrastructures, such
no transportation, exchange facilitles, am .the many predictable, aI3 well as
unfor-coon benefita of C<H>pe;i:oat:lon st':i.mulated byregibnal co-operation, it is
difficult to imagine [lOU ada1,l-ocale induotrie,s uould not benefit. It is
rather to be expected that the. benefitlwuld"stim\llato what might well become
an cncopr-enour-La.L expLoeLon with itso~ multi,Plier effect in terms of
enployment generation, self-sufficrency aJld'improvcment in the quality of life.

As thio recommendations is largely concerned with industrial infrastructure
and iIidul3trial co-operation the above, must be .cnaddor-od as a few -:brief
observations on the advanragee of,in.q,fit:1Jt;i,o~lizingboth of these concepts
within tIle framework of economic ' co-opceatIon and development, coordination
and aas.ictance by a. Central organi<iation.,

; ..'
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:U;Co.1MEIIDATIOUS

The exper-Ience of the" past thirty years suggests taat inclustrialization has
played a critical role in overall development. Countries with rapidly growing
inclustrial cector-s have been able to handle development problems, particularly those
of "'1'Ployment, much more easily and e:ffectively than those countrioo in ",hich
industrialization has lagged. This does not mean that other sectors, particularly
agriculture can be neglected. en the contrary, if it is to be successful,
industrialization must have a symbiotic relationship with other economic sectors,
rather than growing at t:,eir expencc or without regard to them.

In many developing 'countries industrial growth and accompanying urban development
are necessa~ to relieve pressures on agricUltural land and permit its increased
productiVity, to provide markets for primary producers, and supply competitively
priced locally manufactured goods for consumers and other sectors. Despite the
considerable progress already made by the developing countries in these directions,
the pace of industrialization, particularly in the lower-income countries, is still
far from satisfacto~. It is commonly recognized that the pace and struc~~re of
industrialization in any countr-y depend on such factors as "the"endo>nnent of human
and natrrua.L'roaour-ocn, size and geographical loCation,and the international
environment, all of which affect access to markets; capital and t echnokogy,

, '

The influence of industrial development policies, however, has not bean so clearly
recognized. The wide range of industrialization achievement in the past, among
countries .Iith sunUar econ?mic endowmerrt s , strongly suggests'that policies do indeed
playa critical role,in industrial development. They influence the use of existing
and the development of" riew resources. They help determine the technioal and economic
structure of manufactJriIlli, affecting capital-labour rntios, competitiveness, and
the barriers to entry' by new enterprises. These, in tum, 'are the characteristics
that'determine the quality and pace of industrial growth.

:ksorces are not jUGt physical; they cannot, be assessed without reference to
adniinistrative ca:>acityo To' a large extent, the policy maker is always a victim of
the past. Policies and their admini,stration cl;'eat" interest groups Hhich call for
their,perpetuation in the economy and within the,b~reaucracy. Policy changes can thus
"" difficult to" implement., I,lost politico/economio system have structuralr.igiditieso
;/orkerc. and entrepreneurs may riot ,respond in!mediately to structural, changes s Consumers
notoriously prefer imported to local goods, often,rcgardless of significantly higher
prices.

The main weight of plin and strategy implementation in most developing countries
rests on industrial developmerlt policies. These have an impact gn the decision­
making of entel'prises, both pi'ivate and public; in two waysi· firs1:, by across-the­
~ard policies which affect the relative prices at which enterprises buy and sell
goods and services; second, by direct measures of control, tailored to individual firms
or industries, such as production licGnSing, price controls, or public oHnership,
which stipulate the conditions firms must meet to enter into, or remain in,
production. Social cost-benefit evaluation is increasingly used to r-ank the .social

,
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value of manufacturing projects cU0ject to such direct controls.

It is m,trem,ly difficult to design policies that arc clear and direct, yet
flexible in the sense that they:can reflect .changi.ng o.ircurJltances over time.

t Undue flexibility may enable those >lith pol·itical-economic power to bend the system
to their advantage. The real world constraints on policy fonnulationmean that in
practice policy choice is li!;ely to be limited to second-, third-, fourth-best,

• or even worse solutions. If policy makers can, however, set out a national hierarchy of
of policies from first to the best possible and Gelect policies by movirig systematically
down it until constraints no longer Jind, they are more likely to avoid costly
mistakes t~an if they opt for policies without such analysis.

(a) Government Iblicy

Government must decide, in light nf country specific conditions, resources and
goals, how great a policy priority they wish to give to the integrated development
of small-scale enterprise in the overall framework of economic, social and ingustrial
development planning.

When a policy decision has been taken, at the highest level, Government will,.
probably incorporate formally a statement nf SS1 policy and objectives in the
published expression of natinnal developmental planning.

i. Government "ill determine definition of what is meant 'by the small­
scale cector, in view of the countries.particular nirc~.~antes;

ii. Government will study the situatinn and nature of.the small-scale sector
in the country. Based on this study it will LderrtLf'y administrative
constraints which hinder the groHth of the sector and eliminate them in
the most practicable manner;

iii. Based on study of the sector,>lhere appropriate with the assistance of a
specialise technical assistance agency such as UNECA, government will
identify areas where specific actions can be.intiated which will encourage
the growth of the sector;

iv. Government will bear in mind, in defining a small-scale sector development
policy, that the sector is not isolated but is an integral part of the
irhoLe economy. Recognition uill be given to the fact that the requirements
of the sector will cut across lines of administrative authority. Consequently,
most Governmants will probably find it desireable to create a new institution
or strengthen an existing one, uhich will have sufficient central authority
and access to other administrative bodies to guarantee that its voiCe will
be heard in the advocacy of SSI development;

'V. Government will consider small-scale non farm activity development and
encouragement as an essential part of any progranune designed to promote
rural development.



(b) Specific Fr-ogr-ammes

i., Extension service in order to implEment Government :Iblicy for the
development of'SSL~'a well train~j, carefully organised business ad~isery

extension service will be' as' widely spread as possible. They' will be
trained' to .Instruct; SST .entr-epr-eneur-s in simple 'management sltills and to
assist them in" dealing with government and financial 'institutions;

ii.' Financial mechanisms. A pr-ogr-amme. involving .bhe formal' financial 'sector, '
which may include DFCs, the comraer-cfaL banking 'sector, and specialised"
institutions, will be developed to allow acess of the SSI entrepreneur
to reasonable credit. Froceedures will be kept as simple as possible,
interest rates will reflect market place realities, and lending operations
will equip itself to be able to offer technical training in circumstances
aI'propriate to the requirements "of tbe SST seotor-,
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II. Role of illrEcA - RecommendatiorW "

,(a), It is recommended that UNECA set up a small-scale Lnduatr-Lee unit. This
unit would have as its'prirnary f~tions:,

i. The provision of expert advice to go~ernments~in cl~borating policies 'and
definitions., The organising of Horlq;hops and semdnaxs in SST developnmnt;

. . . I

ii. A~sistanci~"tci'Go~rnm~nts in implementing and organising of specific
programmes such as extension advisory, services, f'Lnano La.L institutio~,

,technical training faciliti~s aDd integration of SST into programmes for
.rur-a.L development I

iii. Se~cing practical means to develop inter~regional cooperation and joint
activities in encouraging SST training programmes, exchange of practic~l

experience and pronating t;:..itde in SST pr-cductLons I

iv. Serve as'liason and intermediary in facilitating project, programming with
specialised agencies.

Frepere,the directory on project pr9fi;Les· fer, cr-ea'tLon of a net-work of possible
types of small.,-scale and rural' ind\.lstries'with speC1id' 'reference to acceas to
technolgical processes l e~~pm~n~, raw mate~ials energic sourCes and markets.

" (b) In function of pOlicy decLsd.ons regarding the setting up of a small-sa,io},e
Lndustr-Les unit and with regards toj;he'ava:ill\bility of necessary resources, UNECA
will probably find it usef'uf.I and prodllcti,v,"" to dr-aw up a five year action programme.
This programme will define objectives, set targets wlthing a realistic time frame and
allocate man-hour and financial ~esources.

(c) IIi order to implement'the 5 year work programme, and after objectives and
targets have been defined, recruitment of additional specialised staff will be
required. Most probably the experts required to make up the SSI unit team will Lne Iude
at least one specialist in tra~ing and organisation of extension services, one
financial specialist, one appropriate technology specialist and one policy and
administrative specialist.




