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PART T
I. IITRCSUCTIU!

1. Zackprount

Snall=-scale and rural industries play an fiwmortant role in accelerating the
industrial developuent proceszs of alaost every developing country. Taus the develop—
ment of small-scale and rural industries has been given high priority by the biennial
Conferences of African . inisters of Industry an? by the Follow-up Coiiittee. on Indus—
trialization in Africa, Tt was alsc apnroved by the Technical Comaittee of ICA in
Xinshasa in February 1577 and the Regional Symposiwi on Industrial Policies and
Strategies in Africa which was helcd in Ilairobi, Jfenya, in September 1579,

The objective of this Report has been to recoimend means to assist African
Governnent in further Jeveloping or strengthening nolicies and propraimes for the
promotion of rural and small-scale industries establishing or reinforcing appropriate
institutional machinery with a view to enhancing the actual iaplementation of projects
in this field within the context of creating self-sustainins indlustrial development,
and self-reliance at national and iwmltinational levrels,

Tith the above mentioned objective in mind, the nroject team studied the situation
and experiences of a nuaber of African countries, 50 as to be able to make recommenda-
tions as to vhat might be done to assist African Governnments to:

(i) Qevelop central policies and programaes for the strengthening of
small~scale and rural industries,

(ii) design support services and institutions for promoting small-scale
and rural industries,
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uncertake training program 25 for small-scale industry developuent,

study medalities for establishing contacts and practical co—operation
with related undertakings or institutions, both within and outside
the region,

(v) undertake the most appropri:te neans for facillitating collaboration
between ICA and Govermnents in the impleamentation of thz small-scale
and rural industrial develoment programie within the overall comcept
of TCIC proerarrz.

A stuly mission to India mas also undertaken Hy the project tean in order to view
at first hand the erperience of that country in promoting the development of small-
scale industry. India has been a piloneer country in thiz field and considerable in-
sight was gained from the opportunity to riew at first hand the experience accumulated,
and to meet some of the irlividuals insolved in, the successful efforts of India
to accelerate the developuental process tarough priority given to the simall-scale
sector. In additional to national (ffices and Institutions concerned with the develop—
ment of small-scale industry, fire States, and their local level (ffices vere visited
as well,



2. Study Mission, India and. Africa.. Bav/luos Iy, 1530 . ,

a) Composition of the Mission :

Mre Richard He Clar‘c, Team Leader
Consultant/7C,,UNTDO Regional Adviser
Small-scale Industries

Joint ECA/UNIDO Industry pivision

Ps0. Rox 3001

Addis Ababa, Tthiopa

__(Telepﬁoﬁe : 44-72-00, extension 444
- Telex: 21629 FCAADDISARABA)

Mr's Xana Xwala Peki, Project Officer
"Teonomic Affairs Officer :

Joint CA/UNIDO Industry D1v1alon
P'OO ..,\O 3001 ) )

Addls Ababa, Tthiopa

(Telephone: 44-72-00, éxtension 305
Telex: 21029 ECAADDISABABA)

b) Schedule of lission:
JHDTIA

- 14/5/80 - 22/5/80 Delhi
22/5/80 ~ 25/5/30 Hyderabad
25/5/80 - 3o/i/uo Rombay
-31/5/80 ~ 20/6/30 Addis Ababa

AFRICA

20/6/80 —~ 27/6/30 Caborone, Dotswana

28/6/80 - 3/7/30 Antananarive, Radagascar
4/7/30 ~ 3/7/80 Nairebi, Kenya

10/7/80 - /7/80 Ranjul, Cambia

- 5/8/80 - 22/8/ Pabat, Morocco

(NB: A list of persons contacted, as well as & list of documents collected, reviewcd
and incorporated as source material, will be found in the Project fission
neport o )°




c) Prograrme of the Hisaion

The tean spent 4 iionths in Addis Ababa for briefing and preparing research
outlines on snall-scals industrial develoaﬂent in the countries to be v101ted.

Field visits were organized to five selected African countries to discuss the
above issues with officials.from institutions involved in policy making for small-
and rural industries, as well as with tboae responsible for executing those policies,
inclucding actual operatlnr eLternr1oeu. Theoe, wherever possible, specifically includeds

(2)
(o)
()
(a)

(e)

—h"‘,

idnistries of Planning, Industry, Trade, Finance;

! . ‘
Indigenous suall-scale Centres, Training Units; and Industrial Estates;

fxisting cuall-seale manufacturiné—units'in the country;

Intermatiocnal agencies in the field, engagel in the small-scale developnent
Craciie;

Such other 1nut1tut10ns ansd individuals as could pr0v1de valuable 1nformation,
such as Rural Jerelooment extensxon serrices and co-operative organlsat1ons.
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II. FUNCTIONAL ROLE OF SHALL-~SCALE DIDU"STRY- IN ECONOIIC DEVELORSENT
1. Preface
a) The historical context

The process of econonic de ve’opnent of neuly 1ndependent countrzea was started-
in the tuo decades folloving Yorld Jar ITI, In the following decades and up until
the present tiue, there has been a strong tendancy to model industrial’ developument
on the experience of aature economies, both in the western, market economy countries
and in the eastern Zuropean, planned econoumies. 3oth these examples have offéred
the 1odel of the larpe, highly structured, unit of production as veing the most.
récent and’ by laplication, most efficient instrument of 1nduatr1a1/economlc develop—
nent e . . : .

It was fashjonable both for uature economies to urge this model on nawly
independent countries, and for the developing economies to look to this model as
the answer to rapid develompent. ilassive investument of developing countries own
resources as well as ascistance resources were and are devoted to what was a
familiar and reassuring model, both to advisers of devcloping countries; end to
decision makers in these countries, nearly all of whom had besn trained and’educated
in countries with umature ccononies and experienced in the workings of the large
scale model of industrial development. The results of the transfer of thisg- large
- scalé uodel have not nmet with the edpectations which their adoption had encouraged,
Furthernore, at a tiue vhen =mature econonmies are experiencing the limitation of the
large—-scale motiel ani increasingly re—examining the advantages of a more smallwscale
approach to econonic “Zevelopuent in a changing world, the developing countries are
alzo increasingly called upon to re-exanmine their industrial development strategy
and policy.

In the process of concentrating on the large-scale model, resource and policy
priorities have naturally Deen concentrated on this sector. Fiscal, credit, import
priviledpe and market protection incentives have all been directed to the large scale
sectar. At best, the small-scale sector was often irmored and in many cases it
vas seriously inhibited by policies designed to encourage industrial development
based on the large scale nodel,

i'lov planners and policy makers in developing countries are becoming increasingly
aware of the vital role played by the small-gcale sector in both developing and
mature economies. Zistorically, the modern developaent of what are now ature
economties began with the small-scale, entrepreneurial organisation. Dven now, in
itost market economy mature industrial societies, what can be defined as simall-scale
enterprise in these countries represents some 2 per cent of @P., Ubviously such
small—seale actirities tend to cater for the service sector needs of the economy

d for specialised or liuited scale markets, They have proved to be the mortar
Jdlch holds the bricks of the large scale sector together.,

In nature, and esnecially in recently industrialised economies, the small-secale
sector has proved itsezlf to be an indispensibie part of the developmental process
by providing, througn vertical and horizontal integration with the large scale
sector, components anc services at input values ithich cannot be dup.icated by the
large-scale enterprise. The very size of the small-scale enterprise ensures greater
flexibility in alapting to changing market and econoamic conditions. Progmatically,
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ivhen conditions are such that the survival of certain suall-ecale units is no longer
viable, the social and economic consequences arc pore easily absorbed. The example
of Japan in the context of integration of the two sectors has been striklng and is

a wajor factor attributed to the spectacular success of that countrles ecohomy
since the 1¢50s. 1,

It can be arsue that the continued survirals of the small-scale sector in
developing countries, in spite of 'what have often been neglect or even identifiable
constraints, is a tribute to the vitality and dynamisa of the sector. ‘hile the
essential role of a rational large scale is not for a moment underestinmated, it
should De recalled that every large scale enternrisz, with almost no exceptlons, and
those have not necessarily been the most successful, had its origin as a small-scale
enterprise,

Jeveloping countries then have every reason to become increasingly awvare of
the integral and indispensable role of suall-scale enterprise in the process of
economic growth and distribution of benelits.

T will be the pgoal then of this project report to seek to indicate ways in
waich the WECA can contrlyute to the efforts of developing countries in Africa to
oetter stimulate the intepgration and grouwth of the simall-geale sector in their
plannlng and policy na“:mb nrocess towards strengthening their economies and enhanc1ng

he standard of iiving of their peoples,

- ——— - ——

1 - ] » .
1/ "Lessons for LDCs from Japan's experience sv.." Oxford Institute of Hconomics
anc Statistics, Bulletin ilo. 33 (May, 1571
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b) The present and future context

Theanext two decades of econbmic déVelopmeﬁt in Africa will be characterized by a
massive and intensive effort to inerease agricultural production, in order to meet the
needs of Africa‘s growing population,

iuch of 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 agriculturure, it is clear that
legs labour intensive forms of agricultural production will not absorb all of this
labour forces It is estimated by the IBRD .that twvo out of every three job seekers .
will seek aon—farm employment over the next 25 yearss

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

Provinding employment for this growing labour pool must be one of the major priorities
of dﬁvelopnerta; stictegy for Africa from here until the end of the century,

Yhile some of thls new labour force will undoubtedly remaln in rural areas and muast
be catered for -in these areas, population movement. trends already indicate that a:
large proportion of this labour forcey and their fauiliea, will move- to urban areas.

“lithout adequate preparation to meet these challenges, most of this new labour
force will congregate in urban areas where, for the most part, lacking in skills and
opportunities, they represent a grave danger to countries striving towards economic
grovwth and increased standards of living.

Onily ~lear and sustained policies for balanced and rational industrial development
will make pcssible 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 gystematic 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, oftem at subsistance level
at present, to more productive activities, both in manufacture and services.

Yo economy can achieve healthy, sustained growth without the presence of
a vigorous, diver:-ified small-scale industry sector., Most developing countries in
Africa have increasingly become aware of this aspect of economic growth and are already
prepared to or sre in the process of, giving increased policy priority to the encoura-
gement of small entrepreneurial activities,

Tt must equally be a priority policy for development agencies to give assistance,
encouragement and guidance to these coumtries.



imnex 1
Global Data on Urban—-Rural Population, Urban-Rural Labor Force,
ant! Labor Force in Agriculture, 1250, 1960, and 18790

Participation rates, Agricultural

_____Popuisriop (0QQ) Labor force (000) percentage labor force

Resion Total Urban{1l)Rural Total Urban Rural Total Urban Rural (2G0)
{1250

Lastern Airica v B30T 5,131 83,735 40,141 1,895 38,1&6% 45.2  33.,¢ 5.6 3¢,060

Veatern Afrdcd (&) 11.313 £€.50G5 54,403 35,217 3,u22 32,315 42,3 43.5 50,2 Z9 333
{(percentage)

Fastern Africa 1200 5.8 $4.2  100.0 5.9 95,0 59.6

Yegtern Africeo ) AETVIN: 3.7 53.3 120,90 A5 2L.5 53.2
(1960)

Lastern frica 110,366 12,222 100,544 48 3€2 3883 44,503 43,7 37,6 6,3 41,653

festern Africa a7 ,3°7 11,425 76, 4K% L0 067 4,544 35.523 45,4 392.8 L6L5 31,431
{percentage)

Bawtern Africa iun, o 4.3 e0.7 1400 2.0 22.0 GH,1

Testern africa 100,70 13,0 37.6  105.7 1i.3 88.7 754
(1873)

Factern Africa Yas 24 17,785 126,239 80,447 §,435 54,022 42.0 36,1 £2.8 4% ,557

Vestern africa 11T 320 12,829 22,291 47,753 7,043 40,710 43.0  37.4 44,1 34 45D
- (perceﬁtage)

fastern Afiica FRCEINY 1z2.3 37.7  100.0  1G.% 83.4 52.8

Hestern Africa in%.8 1£.4 £3.1 185.3 14.8 £5.2 7z.1

(1} ‘he national definitious of urban have been talen. Source:  United Nations Secretariat, Department

Country-specific Jefinitions can be found in UN of Economic Affairs, Population Division.
Demographic Yeartook (Hew York: 1§, 1973), "Selected World vemographic Indicators

by Countries" (ESA/P/UP 55) May 1375.
(2)  Gacluding Renin,
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tnnex 2
Annual Growth Tates of Urben and Rural Populations, Urban and Rural Labor Force.
and Agricultural Labor Force in Developing Countriles, by Region, 1250-70 (1)
Growth rates (percentage per year)
Population _ Labor Force Lahor force in
Years and ragion Toral llrkan Rural Total Urban Pural agvriculture
£ ¥
1550.-19560
Eastern Africz .23 £.9¢ 1,87 1.8¢ 6.5 1.54 1.46
Vestern ALirica z.00 5,04 1.72 1.26 4,13 G,85 U.67
1960-187¢
Eastern Africa Y 5.44 2.28 2.22 5.0 1.54 i.74
lestern Africa 2.35 5.9° 1.80 1,76 4,39 1.36 ).e1

(1} Calculations are based on the data in Annex 1,

Source: United Nations Fecretariat, Department of Econonic Affairs,
Fopulation Tivieion. "Selected World Demographic Indicators
by Countries ({ESA/P/UP 55) May 1875.



The WIX Symposius on Industrial Development, /Athens, 1667, was forced to
conclude that: "It ic neither possible nor decirable to attempt to establish uniform
irternational eriteria to define smail-scale industries”. The Georgia Institute of
Technology has identified, in scventy fise countries, some fifty varying definitions
of small-scale industry, Iowerer, for the purposes of discussing the role of small-
scale industry in the national derelopment process, some standard of identification
of the subject under discussion wust be adopted,

In this report, the standard utilised by the forid 3ank will be the standard
used, That is! Any enterprise which is classified in its own country as small-scale,
but subject to a ceiling of 7ixed asset investment, excluding land, of U3$250,000 (1975).

‘This working definition therefore would includes
g

(i) Enterprises in the traditional sector such as artisans, transport,
small traders, maintenance and repair tradesmen,etc.
(ii) Organised enterprises active in trading, construction, maintenante
and repair, transport, crafts, etc.

e

( ii)_ Small modern sector manufacturing enterprises, who can usually be
“0 7 claracterisen by investument in Jixed assets in the form of machinery,
anc. the presence of elements of midrdle management.

Thus, small companies incorporated in law, family concerns, small wholesale and
retail businessaes, artisans, service activities and cottage industries come under
the present terms of discussion.

This working definition is applicadle to both urban and rural areas, although
R - - M t - . 'y * » [}
there will naturally be an urdan bias torards service activities.

It is clear from the teras of the working definition that the sector referred
to as small-scale is primarily labour, as opposed to capital, intensive. Thus, by -
definition, a generator of more employment in terms of investment than large, modern
sector manufacturing and processing industry. It has also been observed that small-
scale activities appear to renerate :ore productive ocutput in terme of investment
capital than large industry. Therefore, it would apnear desirable to examine more
closely the opportunities afforded to the developing economy of allocating policy
priorities and an appronriate share of available resources to the encouragement of
the suall-scale manufacturing and service sectors,
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3e Opportunities:

Tt has alrcady heen noted that Small-scale industry (8SI) is, by definition,
more labour intensive than 1arger, usually more modern and investment oriented enteér—
prisess By the same token, SS5I will usually be found to produce goods or services
which, in terms of bhasic characteristics and quality, differ from goods or services made
or supplied by largcr enterprises. 3SI thus supply nceeds that in many cases are not -
met by the large, more highly structured sector. For such basic needs, the 551 sector
is often the most cfficient as well as the only source of supplye.

‘Smzll-scale industry tends to be far less dependant on imports of raw materials,
components or machinery than mcdium or large industry. They are obliged to make use
- of lbeal resources which otherwise, in many cases vould not be exploited at all., Local
and specialised markcets which would not intercst medium or large industry stimulate the
emergence of $8I which thus contribute to improved quality of life and at the same
time provlde an outlet for local investment, skills and resources focused at the local
levels Thus, 58I 2lso generate additional indirect employment and economlc activity at
their own, micro-level than they are gencrally assumed to do,

i, Resource utilisation

5517 provide and outlet for local initiatives and indigenous cntrepreneurial
talent. They promote the improvement or development of needed skillse. Through
the modest investment roguired, savings are mobilised and capital formation occurs.
A growing 359I sector stimulates the cconomy through competition and innovation, 9y
providing goods and scrvices at local level, accesible to a local market, incentive
is given to increase productivity in. other areas of economic activity, including
agriculture, : ‘

On the community level, the requiremcnts of S3I for local resources, both labour
and material; the availability of goods and service amenity, contribute to social
stability and act as a brake on rural/urban migration, Rural development benefits from
the countervailing linkages betwvecn industry, services and agriculture; an increasing
proportion of the rural population is drawn 1nto the markct economy. The example of
Tndia ig of particular interest in thig context, - Deliberate policy in that country
has, for many vears, ecncouraded and indeed stlpulated, that vertical linkages be establishced
petween the medium to large s¢ale sector and 351 for the production of components or for
parts of the assembly processs It has been demonstrated in India that this policy benefits
the larger firms and the economy.in general since 531 can often perform these functions
at advantageous unit costss 98I in most cases have less negative impact on community
cnvironment and local ecology that large scale activities.

Hention hag zlready been made of service industry as well as manufacturing. In
urban arcas it is estimated by the ILO that 3 times as many persons are gainfully
employed in service industries as in manufacturing. Some of these service activities
are of course themsclves engendered by the manufacturing, and many more depend on it
for a largc share of turnover. Various studies cited by ILC would indicatc that this
3:1 ratio is a fairly standard pattern in urban arcas throuchout the developing world,
Consequently, it can logically be extrapolated that for every manufacturing job
created, at least in urban areas, as many as 3 further jobs in such areas as maintenance
and distribution may result as a result of this multiplier effect,
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Therefore the scctor of service enterpriscs who are engaged in productive activities
must not be neglected when planning and elaborating policies to stimulate the small-
scale industry sectors Other effects of the development of a vigorous small-scala scctor
may include such factors as the drawing into the national economy of Jreater numbers of
the poorest and least eductited members of socicety and endowing thom with nceded technicnl
skills, thereby helping to reduce inequalitics betwecn dlff_rcnt groups. of society,
reglons whd opportunlty rcc1vlent categor1cg.‘

Policies designcd to give pﬁrticular crncoura ﬂemcnt to the growth of small—SC1lO
industry and scervice activities in rural arcas ill relieve pressures on the larccr
metropolitan’ and capital city urban centres.

ii,.Capital formaticn

The small—scgle sector can-be a 51gn1f1cant source of capital forwwt1on in terms
of the national econonys In favorable conditions small entreprenzurs are inglined .
to save excess cash flow beyond the basic needs of their enterprises and fnmlllcs.;,__
The spontaneous growth of informal gavings clubs throughout Africa bears v1tneSS to
this inclinatien.

Creater attention'by ﬁolicy'makers to the enéour“gemﬁnt of the 351 sector could

stimilate. this phenomenon by making both saving ond uorrow1nc more accesslble to
the typical small-gcale entreprencure At present fap too much potential saVLngs
is di 'persed in exCCS51VC1y high interest payments to the 1nforma1 1ch1ng sectOr
and in sumptuary consumption, through absencc of «¢ ttractlve outlots for savings.

Any observer familiar with the 'small-scale entreprencur in Afrlca is also familiar
with the:hidden tin box filled with notes and coins, which may be depreciating in ‘
value through inflation and which at best, are not carning intcrest. Capital formation
is stimulated by policies designed to give a greater share of national resources. in
capital to .the SSI sector vhich we have sean, tends to have a greater multiplier
effect than the same 1nVustant in large scalc, capital intensive activitiecs,

Since it is agrecd that Droduct1V1ty 1nd cmployment creatlon are L&Sentlal B
quirements to the dcvelonlng economy it is importont to note flndlngs vhich. have suggest
that higher productivity of capital inputs is' acheived in unterprlseq a lower level of
investment for cach éemployce -than” CFplt“lmlntenSIVC, 11rge—scalc cnterprlses l/ if:
these findings are correct -md other source materinl tends to con£1rm them, then the two
dimensions of low cdpltal inputs, md COMPHPDthLlY high product1v1ty per worker'and
unit of capital investment, indicate that promotion of 551 leads to increased Capltﬂl,
formation through the most officient use of national résdurces in capital 1nd through
the cmployment intensive multiplier coffect of productivity per unit of capital input.

Income, both at the lcvel of the cnturprisc and at the level of the salaried
worlker, could be channeled to a far greater cxtent. than at present, into capital
formation savingse Governement p011C1es and a351stanc_ agency projects: must take .
this dimension into account whan elaboratlna p011c1es and programme to strengthen
the SS51 sectore : Co

}/ gmall-Scale Industry in Latin America®, UNIDO 11l.5.37. 1969,
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Skills

a) Entrepreneurship

Entreprencurial ability is not often discussed in studies of the industrial
development process. DIxperience seems to prove that such skills are difficult to define,
and do not lend themselves to formal instruction. IEntreprencurial ability cannot be
taught or learned, it is an innate quality whieh can be stimulated in eertain
circurstances and wvhich can be encouraged by tne oreation of favorable conditions,

However, individuals with entrepreneurial ability can be taught management

skillse Small-scale Industry attracts and oifers opportunity to the eatrepreneur,
Hot surorisingly, a large proportion of these men and women, in every country, come
from the largest section of the countries' population, that section which has had
the least exposure to formal education. Ilo country, and in particular, no developing
country, can afford to neglect the énergies and abilities of these entrepreneurs and
the contribution which their qualities can nale to’ economlc growth and social .
equilibrium,.

I¥ allowed to grow, the pool of existing and potential entrepreneurs in every
country represent a resource for balanced economic growth and stability which cannot
be measured in conventional terms but wihich has been observed, in countries who have
recently achieved snectacular rates of growth, to'be a nowerful notor force in the
developemental process, Jy encouraglng the development of L35I, policy makers are
creating conditions wherein a s1gn1f10ant national resocurce, the entremreneurial skills
of its people, can be released and make an invaluable contribution to balanced economic
growtha. : -

imperience has shown that the small entreoreneur is closely tied to his business
and disinclined to respond to opportunities to participate in structured training
situations, e can be more easily reached, and tends to be far more resnonsive, when
he is drawm into a relationship with a well frained extension worker. In maay countries,
access to sponsored credit facilities is associated with participation in an extension
nmanagement training orogrammes This apnroach, of course, has proved to ensure high
rates of particpmation and response. Such extension service, ideally, can and siould
be designed. to incornorate advice on other aspects of business; narketing, technology,
and procuranent are examples of areas wiere a compentent extension officer can provide
valuable advice and assistance. A well organised extension service for 351 also should
have the cavability to permit the extension officer to call on specialist advisers when
the need is apparent, S

b) Technical skills

Training in skills of a more technical natv ¢ poses different proolems to the
kind of support activities most likely to develop entrepreneurial skills, In India,
innovative schemes are being tested and have demonstrated their worth in reaching
the provincial and rural populations A number of training institutes have residential
apprentice schemes; another approach observed is modile training workshops,
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it has been suggested that such tecinical training schemes, wiaich may encompass

activities a diversified as shoe~rcmair to accountancy, can be used to attempt to
identify potential entrepreneurial talent. As 35T tecinical tralnlng activities

become better established and experienced, this approach is one which should be tested
and developed. Again in India, such screening for entrepreneurial skills is being
developed, usually associated with investment credit opportunitiess These experiments
"should be foliowed attentively, and experience gained in India translated into African
terms, in 1light of conditions prevailing in different African countries. A word of
cention with wrcgards technical training‘nrogranneso A thorough and realistic study of
nrojectad skills requirements, in terms of planning objectives, resources, business,

and economic trends, is necessary before undertaking specialised training programmes to
doveleop skills for which there is little or insufficient effective need, The effects of
rocially corrosive and economically wasteful training of young people in irrelevant
siille hus becn an observable phenomenon in a number of developing countriess ..

wWhen the coucept of a vital 50T sector as an essential component in the industrial
and economic developmerit policy has been accepted by planners and policy makers and
given svpport by ascistance agencies, it will De a necessary nart of lmplemcntatlon _
policies to orient much of the technical skills training effort to*ards those skills
vhich ave relevant to the small-secale sector,

Other binefits

2w

S um

Thaz dangsrs and injustices of uneven concentration of the centres of economic
grovth, ««d the distribution of the benefits that ensue,are increasingly evidonte
lloat goverrments wid assistance agencies recognise the necessity of cmphasising balance
in the zllceation of résources to the development process. OSocial, regional and
stmrctural considerations must be given the highest priorities to avoid p.rpetuating
nlroady establisned distortions, biased in favor of urban centres, regions which have
vreditiorakly hod The greatest esnosure to the developed world, and educaticrmal or
Siaguintic proviiedges, as well as othér imbalances., SUI, by its very natore, is often
zbl~ to transcend these barriers, It provides an outlet for the erergies of the less
26éuzationnlly priviledged, its services ave required in disadvantaged areas whether
these Do tie cu™er Derlnherles of urban centres or isolated provincial and rural areas

.ouI ie usually local in nature and in most instances finds ootn 1tq nrlnclpal
ﬂnu* wnd prineipal markets 1oca11yoA It is not reliant on sophisticated ftechnology -
acd infrastresturess  Labour supplyfactors are such that acceptable wages can-be paid

which arc substantially lower than those practiced in modern sector growth areass .

T oazarch nas shown that there is a strong liklihood that SS5I tends to be more
irenched and, an inportant factor, more profitable in provincial, :::.11 urban
emntres than in the major conuroatlonugl Thus, market forces will cnccurage the

cotablichnent and pro~per1ty of G531 in those very areas where their presence may be

LIS

B

‘/ "The Heotamies of Rural and Urban Gmall-scale Industries in Gierra Loone”
Un’versity of Gierra LeoneMichigan State, African Rural Lconomy Paper lo.1l4, 1975.
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considered particularl} desifabie-in‘ferms of acaieving social and economic equilibrium,
Thie phenomenon underlines the natural role that 551 can play as a partner in rural
cevelogment and agrlcultural product1v1ty. : .

A healthy S I sector often offers the only available constructive outlet for the
nost energetic and ambitious representatives of the least privileged members of the
" community., 3y increased accese of these individuals to the productive sector of the
econonmy, they, and to a considerabi. ertent, their workers and families are drawn in
to the mainstream of modern society.. 3Jy being able to participate in the economic
~1life of the country and therefore the decision making processes, these people acquire
a greater interest and share in national conscicusness and reinforce a countriels
efforts to develop a sense of national identity. .

ii,» Linkages

In this discussion of the ecuilibrium building characteristics of a well
established 0T sector, emphasis has bean placed on the enterprise functioning locally
in provincial anct rural areas as a sel;—cqntazned business enviromment. In order to
make clear that 351 is not confined solely to that area of the national economy, some
mention should be made of the role of 331 as a participant througa vert1ca1 angd horizontal
linkages with other sectors of the economya

On the corrmunity level, the recuirements of 301 for local resources, both labour
anc material; the availability of goods and service mmenity, contribute to social
stability and act as a brake on rural/urban migration., Rural development benefits
from the countervailing limcage between industry, services and agriculture; an
inereasing proportion of.the rural population is:drawn into the market economy. The
example of India is of odrtlcular interest in this coatext. Deliberate nolicy in that
country has, {or many years, aleocuraged and indeed utlpulated, that vertical linkages
e established betuveen the medium to large scale sector and 551 for the production of
components or for steps in the assembly process. It has been demonstrated in India that
this policy benefits the larger {ims and the ecanomy in general since SS5I can often per-
forn: these functions at advanuageoau unit costsa

Through: the mechanisms of the market place and through the relative skills and
aspirations of the individual 551 ertrepreneur, some {irms will bde more successful than
others., OCome will fail, some will grow, ilhere circumstances are favourable, amongst
those firms that erperience substantial growth will be those who are able to enter into
sub~contracting relationshins with larger firms and aptivitiese Such firms, through
growth, will be obliged to acquire more sophisticated management skills, learn to use
financial machinery betder and to upgrade the tecinology employeds The enterprises
that emerge from tiae mass of small-scale industry in this way become, in fact,
intermediate-scale enternrlueo and as such contribute to tie oulldlnc of a more self-
sufficient industrial sector on a national scales

The eramples of India and Japan,‘as well as more recently, China, have demonstrated
conclusively the dynamic, flexible role that 55X can play in growth, through the
develomment ancd promotion of linltapges hetween this and other seetors, '
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This is particularly true when refeerlng te the corplirentarity between SSI and larger
scale 1ndustry where their respective maximisation of two basic resources, labour and- -

capital, support one another and produce a multiplier effects.

In order for 351 to be able to fulfil its necessary and constructive role in
industrial and economic development, the promotion =nd encou—agement:of the sector must
be afforded the same policy. consideration and an appropriate share of national resources
and administrative energies as other vital areas of priority in the planning process,

iiie Tecanology

The perglstant bias towards expensive and sophisticated technology in 1ndustria1
development strategies is an established phenomenon, increasingly commented upon by
qualified observess 1/ A number of factors seem to influence this propensity. Often,
tecimical assistance is oriented towards or tied to, the adoptica of modern, mature
economy teohnologles. These technologies enjoy a prestige, reflecting the higher
standards of living prevailing in mature enconomy societies, Commercial interest have
develoned considerable expertise in marketing high technology. Govermments of many
developed countries have instituted schemes which in effect subsidise or guarantee the
sale of technology packages. Jeveloping 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 nrivileges and
market crotecetion, Uhile 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 policies which migiht
be given to a parallel and balancing action 4o encourage aiad strengthen the small-secale
sector,

Often'alternative technologies, aooronrlate to the needs and consistent w1tn
resource factors of develoning countries are nut well kcown or promoted with the
same profit motivated intensity as high cost, advanced tecimology~ In some instances
there seems to be a definite resistance to alternative, lower cost technologies whien -
are nerceived as being in some way inferior,

Mow of course, increasing emphasis is being placed in the introduction of inter-—
mediate and appropriate technology, muck of such immovation is introduced without
adequaté testing or lknowledge of, "real world" conditions in the environmment where it
is to be utilisede The rate of success in such endeavours still leaves room for more
comprehensive needs study and product testing. ' ' ‘ :

Interestlnﬂly enouch, it has been observed that a very slgn%fleant proportion
of successful appropriate techmnology applications are based on the innovations of
GCI artisans in the work places lMuch of the small-scale industrial process in Africa,
at least in this context of mechanical operatiums, has traditional by involved a long
aporenticeship systems African arvisans, nechaniecs and craftsmen in general quite
routinely achieve high standards of ability, within the limitations imposed by lack
of access to suitable tools, materials and perhaps more advanced training than that
available in tae indigenous small-scale worit place,

1 "Small Entersrises in Africas.." I.de Pierpont, UINECA/ILO, Regional Symposium
on Industrial Policies eese during the neriod 1973-2000, iHairobi, 1979,
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These same limitations are none-the-less a stimulator of adaptability and
1nn0vation 'y no-one familiar with the small-scale entrepreneur manufacturer in Afrieca’
can have escaped being struck by the extraordinary ability of the craftsman or'artiSan
to improvise and invent solutions to problens which are a condition of professional
activity for him,.

The small-scale sector will always suffer from the kind of constraint pressures
which foster this innovative and resocurceful cpirits Adequate assistance to the 531
sectar will cér*ainly liberate the entrepreneur from many limiting factors, it should
never stiffle his ability to adapt and improvise.

As certain firas in the small-scale sector grow into what may be called the
intermediate sector, these skills and ability to adapt and innovate will contribute
to their ability to incorporate into the niroduction process more advanced technology
which,by mature economy standards, may be considered semi-obselescants. Relatively
low coutflaaour inputs will permit the firm to maintain and repair machinery whose
initial ca01ta1 1nveutment cost has been lower than tnat 0; nore compleﬁ, new equxpment.

In this context two ooportunltles suggest themselves, - Flrstly, a healthy qmall—
scale séctor will continue to genérate genuinely apbropriate techinology; secondly, well
organxsea and comprenen51ve institutions desipgned to promote and develon the small-~
scale secotor will be designed to diseminate both a functional awareness of proven
introduced alterniative technology and will ensure the Spread of 1nd1genously -
innovated approprlate tecnnologyo -

While the above discussion has taken the ﬁecaanichl,'manu;acturinv sector as
an e;anole,' here are, of course, innumerable an01111ary sectors where the same
argunents apply. '

Jith effective support from regional technical assistance organisations, this
trro—-fold process caa be 1mplemented not only on the natlonal, but ona reg10nal
hasica

L. Constraints
ia. PO}.iCY

AXthough in recént year both Government and- Technical A551otance Advisery and '
Funding figencies have begun to review policies which placed the highest developmental
nriorities on larger ucale projects, in nany countries still further emphasis could
be assipned to defining realistic policies and then allocating résocurces so as to
benefit from the opportunities offered by a healthy, growing small-scale sector.
India, to name but one non-Afriean developing country, has benefitted viaibly from a
well co-ordinated policy of parallel develompment of all sectors in the 4industrial
development process. WILCA is particularly well placed to offer to Afrlcan countries,
who arc reviewing theéir developmental strategies, valuable assistance in botn.thq
determining of the value of SSI institutional support propgrammes and machinery to
inplement such programmes. ' ‘ o
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It should e underlined that frequent .eferences in this paper to the coatrivutions
which cam be made to industrial developme:.t arnd rrotlal squil cbrium through the
encouragement of the éﬁ%repreneurah¢n'wh$ch chadeveiases vhe S31 sector do not imply .
that these benefits are -confined to market ecnnnmj systeris. e have discussed
entrepreneurship as ‘being an inate aolllty found in dny socievy- Entrepreneurial
energies can Bé and are channelled into productive and beneficial activities in
countries which: have ‘auicpieu . siacned econouic system, Chilna is a noteworthy eﬂamnle. ‘

Since vhe various factcls which have vended To encourage z bias in favour of
large-scale industrial development are deeply rootad in well intentioned prejydices
based on models drawn from association with mature developed economi€s, a profound

anc well—mnformea apbreciation’ of the importance uI utrengthenlng the small-scale sector

is required on the part of decision makers to motl vate and sustain tne ‘necessary shift
in some uevelonmental pr10r1ty allocatlonSa

Present'structufal'diéfortions which dui’berately favour léfgé—ééale; éﬁbi%al
intensive investment and activity have tended to inhibit the development. of the,

small-scale sector as much as tne absence of effective and comprehensive procrammes to -

actively encourage ite Any rollcy devmsed to encoubage 551 should not only include °
direct measures of support but must 41sd identify and’ mod;y.f’y'E to whatever extent
possible, other 1nduqtr1al/ec0nomic development 0011016 ‘which put S5I at a dis-
advantage.

ii. Management

Small-scale entrepreneurs, almost without exceptions, seem to emerge from those
sections of society where educational dvantapes are. lea“t availables There may be
a cause and effect for this pnenomenon but this paper 'is not the proper forum to
eramine that marticular question, Certainly ii can be observed that often the
technical skills and enercqy brought to the sm:1l enterprise are frustrated by the lack.
of eiposure to elementary management techi iques o7 thel¢nd1v dual entrepreneurs. This
problem tends to manifest itsely and becovme acuie Wien vie envernrise has reached a
certain stage in growth, which often correswonds to what might be called a take—off poir
at which the act1v1ty has the oppdrtunity to ermand into the medium scale activity.
Awareness of lack of management skills may alsc ianibit on entreprencur from attempting
to expand his businesa bovome 1 ~ortain subsistance lewve’, evea when conditions would
encourage expansion of the enterprise.

Small-scale enterprises generally start as a one individual activity with the
entrepreneur being the most experienced and skilled person in the work-force as well '
as being responsible for procurement, findr=i:l:‘ management. As the activity grows,
these functions, often unfamiliar and time con-uming for “he entrepreneur, take him
away from the productlve:process, winich suffers as a consequence.

The typical small entrepreneur may well be unable to take advantage of existing
formal training activities because he I.cks or feels he lacks the literacy and even
the mumeracy skills to henefit from theme Distance factors and nroblems 1nvolvea in .
his absenting hlmself from the enterprlue wWill also probably discourage him fron
part101pat1ng‘1n sponpored management training programes: In any case, the small*
scale entrepréneur wlll often believe that tie 3r0blems faclng his business are. unique,
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sometimes with some justifications All these factors lead to the COHQIU¢1GD, borne -
out by experience, that the most effective way to approach iine small entreprengur. . .
is in his owm worﬂfplace. Well trained and motivated business extension agents, ., . ..
equipped with the oaulc elements of simple nandoement teclnique can survey the small-.
scale universe in a given area and concentrate their efforts on those enterprises = . .
which demonstrate the greatest receptivity and potential for growth and employment -
generatlon, or whatever other local priority has been identified.

In addition to the constraints 1dent1;16d with the lack of managenent skills,
the small tusinessman is often unaware or suspicious of opportunities available to
him through ‘government institutions, credit institutions and in general, the
macro-economic climate in which e lives and works., Again, after an_extension agent
had demonstrated his interest and the efficacity of his intervention, the entrepreneur
will develop sufficient confidence in the agent to allow him to serve as an intro-
duction‘or intermediary with govermment services, banks and other institutions.

Any yolicy'de31gned to encourage S3L tnen, will include a component of management
training for small—scale entrepreneurs., Quite probably pollcy makers will find from .
their own expgrience, as well as that of other countries, that an important element
if any programme will be. the training and organising of a cadre of polyvalent, o
enthusiastic ertension 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
when the need is justified,

L

iii Finance i,

Frequent lack of access to institutional sources of credit at reasonable rates
of interest; lack of knowledge and familiarity with 1nst1tut1onal sav1ngs organlsatioms,
set a pattern in the milieu where the small entrepreneur is$ to be found which discourage .
savings The small-scale entreprenenur tends to turn to the informal.lending sector ,
where often crlppllng rates of interest discourage 1nvestmen~ or growth of the enterprlsq
The informal lending. sector referred to in many cases may also be the source of
essential inputs to tne entrepreneurial activity as.well? components, raw materials,: .
energy or tmansport are eaanples. In many instances, the informal lender may also
control the marketing process. Given the scarcity and relative complexity of formal
savings institutions, what profits the 531 entreprenecur 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. sumptuary consumption with its emphasis on imported
gOOdS N :

It is characteristlc and understandaole that ncarly all small-scal entrepreneurs,
when surveyed on problems of the enterprise, reSpond that failure to expand is due
to lack of finance, usually operating capitale This, of dourse, is often sonfirmed as
true or partially true, when the enterprise is analyseds UHowever, more often the
problem areas are quite different from .what is perceived by, the businessman. It
is an all too frequent observation of {™e small-scale sector that perhaps the most
certain way to bring about the failure of a small enterpiise is to make available G
easy credit or loans without any serious remedial action being taken to identify. and L
correct other proolems besettlng the business. Ihen addxtlonal operating .capital, is
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, Mhile some financial institutions are staffed
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with specialised nersomnel to fulfil these functions, most are note . Therefore, in
nmany progragmes of {inancial assistance to G5I, a close working relationship is often
developped between lending institutions, and business advisory or extension servicess
ilot uncormonly, extending credit is associated with a’ pre—loan analysis of the fim's
needs an< with advice and nmonitoring of its use by extension or advisory services,
familiar with the entrepreneur and his fire

Jecause of their defined characteristiecs of intensive reliance on labour and
relatively low canital invesiment levels, 55I do very commonly experience a continuous
constraint arising from the »recarious availability of  working capitale Such firms
tend to uold most of their assets in the form of raw material and product inventorys
The entreprencur often finds himself{ scucezod between the high rates of interest he
=ust pay in either the informal lending sector or as supplier credit, and the credit
on finished product sales wihich social pressures and marketing practice dictates

hese factors, of course, force higher price levels for nroducts and make the S3T

nanu_acturer nore vulaeraale t0 competition from both imported and local mass produced -
goods e

GSI encouragement nrogrammes Will need to be able to respond to the entrepreneurs
well defined requirements in working capital at normal rates of interest from the formal
lending sector, permitting purchase in cquantity of materials, financing the labour and
material content of the manizfacturlnb or building »rocess, and holding inventory of
finished goods until they can be marketed at maximum advantages Ouch needs can often
be met by short term, revolving credit, particularly in the case of business involved
in activities which depend on seasonal factors such as tourdiom and agrlcultural ‘
productions Resulting increased profitab111ty of course permits the entreprencur to
invest in better facilities required from more rational production, to upgrade quality
and expand markets, and to.employ additional labour, As such firms expand, the demand
for labour puts more emphasis on technical skill and, eventually, even low level
management skills sueh as boo?—keeplng, inventory control etce.

Financial institutlons then; must be drawn into the claboration and execution

of projects and programmes designed to assist the SSI sectore A word of caution

is nerhaps not misplaced in this context, experience and observation have demonstrated
that it is highly undedirable for the advisory or extension service institution be
called upon to exercise a banking functions Every developing country has its own
financial institutions, whether in the private, state, or semi-state sectorse These
can be drawn into tho proccss of providing more flexible, simplified credit schemes
to small enterprises, when they have been given assurances that such loans will be
screened and then monitored by a specialised advisory scrvices

In a number of countries these local financial institutions have been further
cncouraged to narticnate in S5I development nrogrammes by the establishment of the
lcan guarantee schemes, underwritten eilther by Govermment of by -an assistance agency.
The UN Capital Development Fund and the World Bank have beaen particularly active in
this field in recent yearss Practice has tended to indicate that the amount of ~the
guarantee in such schemes should not ezceed 80 per cent in order to ensure prudent
risk sharing between the lencding 1nst1tut10n and the guarantor,
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UINECA is well placad to. assist governments in devising schemes for each countries
narticular needs in the ficld of: 00T developmente UHECA can also serve as a useful
intermediary in some cases to.facilitate povernment's 1nit1a1 contacts with such
guarantor institutions as the TICGE and I3RD. : ‘

It is to be recalled that financial assistance alone is not likely to have
cither a broad or boneficial impact on a healthy, developing COI sectore It does remain
a2 vital element of any over-all poliey in this ondeavours

ive Training and technology

551 managers arc often unaware of technolopy which would, at little canital cost,
imnrove their oroductivity or lower their costse Much valuable work is inereasingly -
veingy done to diseminate what is usually referred to as appropriate or intermediate.
technology. [iuch of the rcsearch and field work done in this area is oriented towards
agriculture and quality of life in the homee Opecialised agencies such as UHIDO are
to be encouraged in their efforts to extend such research to the field of small-ccale
nannfacturlng and processing, aulldlng and other 0roauct1ve act1v1t1es which are
capadle of ahsorbing and aenef1tt1ng irom ite

As has been obscrved, there appears to be a utrong tradition of informal
apnrenticeshin at the grass roots of S5ls The inkiividual entreprencur/manager vwill
in most cases have acquired some particular sitill either through having worked in the
modern sector or within the apprentice scystem and the energinb enterprise will he-
based on this shill and the entreprencurs'! owmn -energies. osuch skills often necd
periodic updating to remain competitive; sometimes skills become obsolete but can
serve as a baszs for lecarning new shkills. As an enterprise grows, additional techmnical
skills may be required on the nart of the head of the enterprise and members of his - : .
workforces ‘hen such skills cannot be imparted in the workplace, encouragement, :
organisation and pecrhaps assistance are required to allow cither the entreprencur,
or mambers of his workforee, to travel to, and stay at the nearest point where sucli
skills can be learned, : :

s e S e e ——— g i = =~ ag——

A uell iﬁtegrated and comprehensive advisory or extension service will therefore
have the responsibility ofs :

ae keeping up~to—date on tcchnological trends and opportunitics;.

bs Dbeing able to diseminate such information throughout the ajproor1ate
trade sectors of tir country 8 | universe;

cs being wrevared to encourage and assist the enterprise in making
available for tra1n1n~ SeleCuEQ menmbers of the workforcej

de Dbeing able to identify and recommend suitable olaces for tralnln" and
" ensure enroliment and regular attendance. :

»
»

In addition to training f30111tleu run by govermments and technical assistance
agencies such as ILO and UIII)O, another potential source of training facilities is
more recently being identified in the large and medium scale sectors of industrys
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"any of these firac are, or would be, well disposcd to participation in skills
upgrading and treining p rogramcse. Others could e eacouragecd through cducational,
media and institutional ajproachiess An obvious advantage of the extension of this
last forwu of training is tac creation of lianlapes on a personal basis vhiea would

inevitably lead to a growing netuork of subcontracting linkagese

Linroved technology and wdpracded sliills do not necessarily mean a shift fo
aigher casital intenzive orieantation of the enternrise with itc presumerd stagnation
or cven reduction in onoloynent. (mite often, a firm can, in fact, increase‘employment
by eliminating bottlenecks in the productive progess wnieh would not be susceptible
to additional laaour innhutce A nrOW1ng enternrise will almost always be obliged to
adont a mix of different levels of tccgnolowy, ranging fras labour intensive to highly
cophisticated, Finding the proper nixs, together witl the necded improvenents in
managenent capabilities and technical skills should, hy inereasing »roductivity,
competitivity, inproving cuality and decign, generate the increased mariet share and
srofitability redquired to stinulate pronensity to employ more labour at every skill
levele As has already been oliserved, the nrofitable expancion of the small firm in
turn exercises a multinlier effect on ancillary activities, ranging fron production
‘of raw naterials to tran»port, dlstr1ou cion and other services, and generatces furtiher
eﬂploymcnt. ' -

As diccusset avove, organised training facilities, particularly Zor young neonle
ant capable of oifering residential accommodation, often perit the identification
and seletion of notential 3551 entrepreneuru in nriority 1/ fields of economic activity.
Jhen so identified, these individuals ecan be given the encouragenent oi nurnose-—
designed programes to helo then €5 tablisb themselves in uceful cmall-acale activiticse

¥« Procurenent. and mar“etlﬂg

A major constraint affecting SUI zis to e found in the arcas of procurement and
marlketing. As already mentioned, chronic shortages of worliing capital make the
entrenrencur vuluneranle to supplier credit at inflated rates of interests OSometimes
the same sunnlier will control the mariketing of the production as wrell, even if this
is not the cace, some other intermcdiary often intcrvencs in the marketing process.

This classic nattern of up-strean and(iown—stremmpressure reduces profitability to a
near subsictance level and inhibits grouth of tle enternrise, by denying 1ncent1ve to
grow and starving the buciness of ‘the working and investment capital needed for upgrading
the productive drocess. Given his relative laclh of nobility, the U0I entrenrensur

may not have easy access to a_choiée of competing supnplicrs or outlets,

If the production procecs requires imported inmdtc the #mall enterprise will
prohadly find himsell at the end of a chain comprising the primary importer and perhads
further wholesalers and <distributers. 3ecause of relatively small consumption, the
S5I has a very low oriority ihen imported innuts are in short supply. The maze of
regulations, foreimt exchange controls and lack of familarity witl importing mechanisns
in general, discourage the IOI entresreieur from attempting to import directly his
requirenentss A growing firm nmay be obderved %o stawnate bDecause its oronrletor/
nmanager is not able to import oae si-mle, Lne:penulve wiece of nachinery or an
indispenable repnlacesent »narte

CalEa area.a a Ew s aein

1/ "Activité de Main d'Oeurvre: Transferts Industriels vers les Pays en
Yole de Dévelopments Steen", ILO, 1575,
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There are no simple answers to the provless assodidted with supply of raw
materials and the narketing of »mroduct. The amnlication of 53I cupnort policies
advocated in recommendations belou, sucik aS casier access to normal credit, witiin
the frameworl: of an effective. advisory service, Would enable the entrenreneur to
deal with many such nrablems himself,

vie Association

For many activities in the small-secale cector, the emergence of variouc forms
of association has heen an inereasingly notel presponse, partvicularly in urban or.
semi-urban arcas amongst handieraft produccrs. Conc spontaneous, informal associations
have proved successfuyl within a limited scope of activity. Anecther and 1ncrca51nvly
nopular form of association is the co—operatives Consideradle specialist assistance
is almost always recuired for the.formation of durahle and effective co—-operatives, .
In many types of activity a co-operative can fulfil both the functions of nrocurenment,
seasonal inventory financing ant marketing of sroluctions irport marketing Hecomes an
achievable goal for even the smallest entrepreneur within the framework of a co-dperative
or association, Fconomies of scale, auality cantrol and standardisation, effective access
to management skills; better lmowledge of market requirements and design inprovement are o
only some of the further advantages afforded by well organised and supported associations
amongst 55T firms and entreprenenrg.

U?ECA; hosnialy in collaborat1on witn other, specialised technical assistance .
agencies, is particularly well placed to stud, in consultation with govcrnments,
measures designed to encourage the formation of assoclatlons of LGOI entreprenerus Walcn
will permit them to overcome constraints to growth and profitability associated with
the whole spectrum of management, financial and procurement marketing problems whiclh
characterise hic activitioss ' '

5e  Support Policies -

ie Government and- aven01es

As has oeen onuerved, V1rtua11y every devclonlng country is subjeét to various
factoru which introduce into the mechanisms of industrial and economic growth
substantial bias in favour:of 1argc~scale, capital intensive investmente. This tyoe of
investnent almost invariably requires major inputs of imported technology and often
a high level of cupatriate: e&ocrtluc. While such investment has an important role to
fulfil in the developmental process, far too often the nrlnritleu afforded are at the
erpense of the umall—scale sectors

Since crperiencey: -particularly in sone of the more advanced develoning. countries,
demonstrates OOHOIUu1V91Y that the presence and endouragement of a healthy G3I sector
arovides an indispeiisible féundation for industrial cdevelopment, it would be erroneoua
to see a conflict:of interest between 5T and: the larger, capital intensive sactor.
Rather, the two ‘sectors are complimentarys. Zach one mects requlrements which cannot
be met by the other ‘and the parallel doveloancnt of tne two uectorg nermits cach one to
re—inforece the others : =

5
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If it is accepted that there is no confliet in priorities, then the issue to
be confronted by policy malkers and Dianner is allocation of résourcess In every
country and indeed in different regions of maiy countrles, resource digtribution will
be the function of widely varing conditonse

The two resources usually in shortest supply, and in any case the most impertant,
are finance and trained manpower; administrative, amanagerlal, technical, However,
contemporary thinking about development strategy now recognises the essential role of
ZCI in a balanced, socially desirable growth natterns Resources are available from -
-all the major assistance agencies for well designed programmes of institutional,
financial, technical and training strengthening of the SG1 sectors

African Govermments have the opportunity to work closely with the speeialised
'mowledge and edperience available to them through UNECA to claborate country specific
nolicies, machinery and institutions which will emable them to make the best use of
both their own resources and those available from the donor assistance communitye 3y
. .availing of the expertisc available through UECA, considerable economies in scarce
resources, as well as critical time, can be saved through the unique ability of UNECA. -
to study conditions and make recommendations in light of experience gained by trial . -
and error in other countriess UIECA awarcness of developments in other African countries
will make it more possible for certain activities to be plamned and executed on regional
basis, permitting the sharing of some resourceses : :

dJowevery, a firm and sustained commitment at the policy and planning level on the
part of govermment must be made if any efforts to benefit from the demonstrated advantage:
of the SSI sector arc to succeeds Ilere again, collaboration with UNECA may facilitate
the tasl of govermments in persuading civil servants, comunity leaders, financial
institutions and otiaer decision makers, that a comprehensive and active SGI programme is
both desirdble and attainables '

iie. - Inatitutiomal machinery

In cach developing African country institutional machinery based on country
snecific requirements will bhe designed to resnond tooconditions particular to the country.
Jowever, it is provably safe to say that in every country two major forms of institutiona..
uuoport will be Found necessary, the specific and tihe general.

as .Specific iorms of support will take place through the creation or
- strengthening of formal organisationse These migit, typically, include an
authority at ministorial level which would have a co-ordinating and policy
making role and then, a number os pecialised organisations in the fields
of cxtension, credit, training etce Linkages with donor assistance agencies
will usually be established at the level of these organisations whlch will
undouatedly, in most countrics, be govermment sponsoreds

Be General forms of support to 331 are implemented through government policies
© . and regulations designed to encourage, assist and support SSI through the
woridng of the cconomy as a wholes OSome obvious eramples of this form of
general susport will be a deliberate govermment policy for the purchase of
govermaent requirenents in goods and scervices which pives some form of relative
" preference to potential 5SI supplicrs or at least cnsures their access to the
v-ir e oo govermment procurement machinery in a realistic waye Govermment policy



which encourages, through fiscal _measures, regulations, imported input

allocations etc., the practice of sub-contracting by both the para-state

and private cectors have been successiul 1n this contexte Indla offeru a .
neteworthy exampie. '

What are losely !mown ag industrial estates are also, particularly in the urban .
milieu, considered as a general support activitye 3y assisting in making basic infra=
structure services available to the 351 enftreprencur, such groupings will often permit
the SOOI to upgrade its skills afdd standards and give rise to opportunities for .
acsociative and contractual arrangements betueen firms, Trial and error have shown that
mixed estates are most eficctive, parvicularly when they enocurage the’ development’ of
linkages Detween diiferent size firms in close proximity to one another,

Simplification or «'imination of regulations, end other formulities which mdy
have either been inherited from previous political establisiments, or have been désigned
primarily with the nodern scctor in mind, is a form of general support to SSI wlhich
recuires deliberate policy decisions on'the part of goverrmént, Excessive and legalist1c
regulation of business tends, in *he small-ccale sector, to both discourage enterbriae'
and to be more exmpensive to administer than auy possible benefits Unreasonable or out—
dated regulations can often lead to disregard for all regulations or encourage
corruption within the administration resnonzible for their enforcenenta

There will be an obvious relaticnship betireen the enecific and ceneral forms of
institutional support which will have been ercated by policy znd resource allocation.
nrogratmmes. For instance, a trained ad well distributed extension servige will be
essential if the 03I ertrepreneur is to be.able to avail himself of general government
opportunitiass : ; EE. -

It is indeed the inter-reaction of o1l aspoct
make it indispercable for mest countrics vo creale a sp:eific ﬂnwfltutlonal agency which
ic given both adequata yencurcas in g2 lied plmuming and wodinistrative manpower resources,
and sufiiciert aurhority to permiv its fulfilling o omprehena1VQ planning and co~-
ordinating role, :

iiis Financial meshanrisas -

Most developing couniries ir <7r' = have set up some form of DFC 1/ to provide

asoistance to activitier which would otherwize have difficulty in gaining access to

nore traditional financial institutions. . Although cfiorts are being made in many
countries to brecaden the activities of such IPUs. in general tnuy are too often
inaccessible to the 531 entreprenc ». ' Assistancc agerieies are increasingly seeking
ways to work more closcly with JOFCs to eaable them to reach a wider spectrum fof
borrowerse 133D is partic.~arly active in this field, as is UH/CDF,

Az prime movers in the smal; sonle de e‘opne: process,; meny DFCs require
strengthening in various areas:if they are to particpate fully in the key role defigned
for them, Thesc areas are likely 4o irclude: 1) wider resprescntation in areas outside
of the country?c capitaly 2) better capabilities to evaluzte’ and monitor small loans,

%/ DFCfscvelonment Finance Corporation)s Any. intermediary which provides medium
to long term finances to acsist vhe development of productive, non-agricultural enterprisec.
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) pelicy and statuatory authorisation to deal wita certain cate”orles of applicants
in a flexible anﬂ exneﬂltlous manners ‘

Such strengthening will enable JFCs to adapt their policies to the needs of a’
greater part of the cconomic community and extend their sarvices to more enterprises,
including those outside the fixed asset manufacturing sector. .Term lending or
revolving credits can be made more readily available to firms whose requireménts are
for working capital rather than investment capitals

JFCs should be encouraged to actively particpate in SOI development policies by
elanorating policies of their own which will reflect such criteria. ass

lqi job creation,
Ze use of appropriate technology and

3e éncouréninn the deveiopment of sub-contractual, rural/urban linkagess

Clearly DFCs will he 1ncurr1ng higher costs and eaper1enc1ng higher rates of
default by adopting such policies. Flearly also, few DFCs zan De expected to develop.
1n~house capacity for the kind of extension or advisory services which are required for
the servicing of larger numbere of low figure transactions,

Close and well defined co-operation Detween DFCs and the various facilities .
offered to the small entreprencrrial sector by the principal institutions and agencies
engaged in promoting SCI will figure large in any programme evolving ocut of a national
51 development policy.

ihen DFCs have heen strengthened in their capability to actively assist in the
institutional support of S5I, they will be able to extend their activities more easily
to service activities which are often creators of employment, developers of skills
and who make a productive contribution to the economy. Ilany activities which 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 erop
treatment, transportation of poods and passengers, wholesale 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
sunsistance to a more commercial agriculture will create needs and opportunties whioh
a dynamic JFC, working closely with other institutions such as extension services,
can assist in areas like distribution, storage and processinge The suitable vehicle for‘
such expanding services may be a co—operative or a small enterprise, the objective will
often be to stimulate. institutional linkages between agriculture and the S5I manufacturing,
processing or service sector,

A frequent danger encountered in the elahoration and implementation of an active
DFC is that it becomes both a lame duck clinic and a court of last appeal for the least
comnercially viable potential borrowers in the market place. It has always been
cifficult to find the right balance between prudent lending and outright loss making




subsidies in establishing DFC commercial policies. To minimise these problems as well
as to provide the widest possible specturm of financing for small enterprises, policy
makers will probably wish to draw into the small ousmness development process other
flnan01al institutions. : - :

Lhe commerclal or tradltwcnal banking sector represents a complxmentary and
often eseential financial irstititon ‘together with the DFC, These banks usually have .
a more widespread systen of branch offices; vhey ecmploy officers cixperienced in business
and market conditions, The spread of the bankis clientele between different medium and
large seale businesses males them usefull:iniermediaries for the creation of linkages
between 551 entorprises and their other . - '+ . - Banks are well geared to relatively
quick decisions on ~hort toram working crpltal iendinz: as observed, often the primary
financial consiraint on the SSI operator. !Most courctional banks are reluctant to deal
with the small-ccale boriowcr bercause of the relatively high risks involved and because
the overhead costs to a bank are basically *Le samo for a2 rmall 1~ . as for a larger
transaction. Ileans of ovarecming those reluctsncas have been devised in various
countries where the banking socctor has keon draimi Into the financial market directed
towards the smill eli~t, These measures will differ from ~ountry to country 1/ -
but 'some of the mechanisms beins proeticed with success include: 1. additional points
of interest to cover the hi gh cost of scrvicing such business; 2, a requirement mnade
by govermment thet 2 given percentage of bhank®s lending rasource be reserved for the
551 sector; 3. loans nade to banks by cciral banks on concessionary terms; which are
in tuen often provided for by assistance agencies (I3R)) UNCDP et al, 4) schemes
whereby a substantial Darcentage of ecozh loam is guaranteed by 'national or inter-
national development ageriev, Hilh refercnce To this last cxanple, UIICOF policy is to
guarantee up to 80 per cenv of r loon. This balane: gives t;e konlt both an incentive
to deal with the 58I scetor and a suificient vested intercss » loan appraisal and
monitbring‘tp avo;d carelems or frivolous loan ma nagemnt oY CthEuo-

Indla, as well as.a number of Ailriecan ccunirlesp :iee; Gambia, 3otswana, have been
able to iticorporzte * the oankinc sector into. small cnireprencur flnancxnp with eonslderable
success by’ u51ng a ﬂlx of the stove listed mQﬂbaAJSﬂ_n

A number ol governmemts bawv: :pprrnﬂq xd Lhe proalem oi fi nwrlcal au51stance to
=51 through the mechnnism of o~ loon windoir eithsr darcetly incuirperated into the S5
development agency ov, the ~yenc, 'a conjurckioc "t oa RPCs  Tide practice has not been
a success in A auaver of ceuuf“-‘ﬁ ohzerred,s, Combkining the Tvnctliens of technical and
business adv1cn with the edministoring of Scws vhose repayment may be seem to be
infldenced »y the quality of tho advice eicarly genevates conflicts of interests Another
disadvamtcge of having the dovelopgent finauss inctitution too closely linked with a
Governnent’ agency wnsponblhle Lcn‘ 531 develcpuent is that- loans tend to be considered by
borrowers as "government” none wiich thoy 2re observably less conscientious about
repaying. : ' C

!- e

vWhile ~ach country uill evolve its oun apnronrhaio ure =i 1o adViSory/exteneion
service agency, 2. DFC and. in wost c¢rees; 3. conventiona **1k1ng, the mix will most
proaably include thesn threc Dasic alcmoﬂt' I3 recommvn“ss {rom its own experience, "
a close relateonuh p.betwecn the advieery ageney snd the DFC, This the DFC or bank

[ P PP

1/ See Mission Country Repor:s, M - ek
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can refer a potential client to the apgency or the apency can assist the client in
preparing his application to the lending institution. IDJRD) feels that the dominant role
in these transactions will devolve upon the lending institution who iz in a position to
exercise its authority through financial control, while not compromising the agency in
its advisory assistance capacity.

The cuestlon of interest which a financial institution charnes for developmental
loans has arcused great controversy in the past.cgddifferent apnroacheés have been tried.
Zowever, subsidised rates of interest have been demonstrated so often to be counter
productive that contemporary developmental thinking now tends towards a market place rate
of interest or even a slightly higher rate to permit lending instutions to aosorb the
cosf”of'édminigtering greater volume of small loanss In at least one country visited-
during the course of the project mission, .the negative effect of subsidised rates of
interest was once again noted by this obszerver, ‘

It can be arnueu that the aosorotlon of the extra costs of administering small loans
by the 5FC or ban: at market rates of inteeest is in itself a dispguised subsidye An
additional subsidy will e the cost of the advisory service which in every case encountered
is provided free or at a nominal charge. These tweo last forms of subsidy are probably
far more realistic in terms of developmental priorities and more likely to prepare the
entrepreneur for the real world of the financial market.places It is to be recalled that
the traditional source of financing for the 351 entreprener in developing countries,
the informal money lender, invariably will charge higher rates of interest than even
a premiun rate charged by a conventional banl or IICs ‘hen allowed access to conventional
financing,: the intrinsic advantages of the' ULT entrenreneur should, even without dngUluEd
subsidies, permit him to meet normal financial costs. St

le have observed that the 5JI sector represents a considerable potential for
generating savings. In orcer to encourage this trend, the distortions inherant in a
loan suosldy policy should be avoided. :

T nfhe prime requisite for. successful LI Ainancing is to inculculate flnanaclal
discipline, not only to prevent a drain on public reseurces ™ut also to encourage ratinnal
investment and managerial decisions by borrowers", 1/

. i
e ma e e

1/ ' "Hgployment and'ﬁé?elopment of Umall Enterprises" I}RD,l197G.
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ITI,. SMAtl;éCALE TDUSTRY AND RURAL DEVELORMENT

§

l.  Introduction

Rural development policies are increasingly being focused om forms of agricultural
development which seek to encure that the growth of agricultural outout is shared
between larger land owners and small peasant farneru who forn the maJorlty of .the
rural . poor in developing African countries. -

‘These pplicies have a direct:impaot of the-Smallﬁ$cale manu{acturing and service
sectora in that these sectors will increasingly be called upon to absorb e:lcess
numbers of workers from within the small peasant -groups -Furthermore,.the rural poor
are the principal market for the wind of goods and services most often provided by the
small-scale sectors Growth of agricultural output and rural disposable income will
stimualte. the growth of consumption, production, earmings, and employment in the
rural small-scale manufacturing and service sector, or rural non~farm activity sector,

.In the evolving developmental proeecs, the small rural noa farm sector nust -
evblve as welle Improved communications infrastructures will expose the rural -small--
scale entreprenecur; to increased competition from the modern sectore Tais competition - -
for a more developed market, can be a stimulous to the more dynamic elements of the ..
ana11~ocale sector, to improve; in such areas as: product standardisation, design, and
techniques of productlon and nar! etlng. The need for better skills in management and the
necessity of investment through participation in the formal. flnanelal sector will also
be impres soed upon the Sﬂall-scale entreprencur, SR o

In addition, dimprepved transport and cormunication infrastructures may provide
an incentive to some of, the more mocdern and genrally urban based manufacturing sector
to decentralise towards low labour cost rural areas, either by investment’ or through
sub-contracting for component manufacture or for assembly opcrationse These phenomena
will add to the multiplier: offect of growing rural prO”oer"ty, better nar“eto, and
improved employment protential. A :

In specific country contexts, various mechanisms may be considered to accelarate
the process described above and otipulate the growth of market responsive small non
farm rural activities. These may include:

i« fiscal and other concessions for recognised small-scale activities in
designated arceast

ii. the introduction of business advisery eitension services to permit small
rural entrepreneurs to acquire new skills needed to a changing ecconomic
climate and to ensure that tley are able Lo take advantage of concesulonss

iii. Government procurenent UOllCleu and fouterlng of vertical llnﬁages between
the small-scale and the modern sectors;

ive Other specific govertment nolicies tailored to the particular circumstances
of a given country, region or category of activity. An example is the
policy of the govermment of 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-scale sector
(l.e. matcnes).
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Such actions as. suggested in (i) through (iv) above W111 have been undertaken
after an extensive examination of their role in both . he macra. national economy and
the particular micro economy where they are scheduled for 1mplementatlon. The guiding
consideration will to encourage the emergence,.growth or restructuring of small-scale
activities which will be economicly viable in terms of.the workings of the market
place in which it is situated., The costs of small nom farm activity promotion will then
have to be evaluated in terms not énly of marint potent1a1 but in terms of infrastructure
1nvestnent, balanced against social benefit, e : T ..
2e’ ’Rationale for 1nclud1ng non farm cmall—ucele act1v1t@eu in rural development
‘planning and nrogrammlngn - : : :

T nay not be necessarlly oavious to policy makers that Rural Development nlannmng
will benefit from the inclustion in such planning of provision for parallel develcpment
of small-scale non farm activities. Iowever, failure to pirovide for them can pre-—
dictably vitiate, or at qe»t cause the loss of 1mportant side effect benefits tos
any rural Aevelopment PTOETAT .

LS TR
is In areas where agricultural modernisation and impraovement in the quality .
of rural life are taking place; an immediate need fro increased levels of
 on, farm activity will arise. More and better tools, implements and integrated
policdy of support to non farm activities will readily find aot only justi-
. ficat1on, but will be required if the process of: agrlcultural and gonial
:“'1nprovement is not to be impededs =

if, As focal small scale non farm act1v1t1es respond . to expandlng rural markets,
"thex will respond to the qtlmulou” of competion from other sourdées of supply.
Some . of the enterprlsea will not meet these challengess others will adapt
and grovw; and most important, new enterprises will spring up in respons to
demande In order to ensure the balanced progression of this process,
enlightened, realistic programies to aid the evolving small-scale sector will
‘become clearly indispensible if a socially deg1rab1e Dhlance in’ an integrated
rural life 15 +o he achlevea, .

iiie The. parallel grwoth of the ‘Bmall non farm seeton with hereased agricultural
product1v1ty will improve the cost benefit evaluation of resource allocation
decisions vi#h regards (™~ streagtlhiening of rural infrastructures, both
social and economic; o '

ive The spontaneous growth and adaptation of rural non farm entrepreneruial

activities has Teen seen to be subject to erceptional constraints, Lack of
managemant and technical skills are: an examplea The climate of mistrust
of "official" activities, which is fed by tradition, deficiencies in
literacy and information diseminaticn, must be overcome, de-investment of
part of newly Eprmed capital resources generated by agricultural modernisation,
into needeé productive and employment creating activities will not take

" place unless finaneial institutions ave adapted, probably in conjunction with

- extension advisery services;, Lo make themcelves accessible and to respond to
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_ the needs of the small entreprencurs . In. order to make this response,

'polxcy makers must be prepared to maLe 1nveutment decisions involving
scarce resources td provide what are in essence,..social infrastructures
necessary to acheive balanced rural development and. social equilibriume
There is every rcason to beleive that such- 1nve$tment, if sensibly made,
will be self liquidating both in terms of 1ncreaeed growth and indeed,
in long term revenuée collecting potentiale o o

3¢ 3oeial infrastructure mechanisms recuired in aon SSI rural development policy,
Yarying conditions will dictate the specific choices which will impose themselves on
policy makers when designing broad policies for rural development which will include
support for the non farm small scale activitye Tt is to be recalled that these
infrastructures are not created overnight and that their most productive contribution
will be made when they have been built 1nto basxc rural uevelopment programmes from ;-
their inception. . .

Some or all of the follow1ng tynee of infrastructures will almo&t certalnly o
have to be adopted by Govermment to implement a policy of 1ntegrated rural development;

Ae Government policy and physical infrastructures

i« It cannot be sufficiently stressed that a deep and lasting high level
o government policy consensus rust be the essential foundation teé any
" programmes for the integration of small scale non farm activity to rural

development., Snoradic or cosmetic efforts will not be successfull and will,
more likely, not only waste resources but be counter-productive and retamd
the ‘whole process of rural development. D3ased on a firm and deeply rooted
committement on the part of govermment at the hipghest level, ther, what are
1likely to be ccsential interventions in the form of programmee for integrated
ubI—rural development7

i The anticipation of physical infrastructure requirements in such areas as
o communications,; ises roads, transport, public works, electrification etc,

Many of such activities provide local employment and result in the learning
of basic skills applicable in other activitiese In many countries, -
government marketing boards are active, eificient and productive elements in
the agricultural development process. They often can supply services which are
too extensive and complex for the private sectors Such boards, of course,
tend to become suppliers of seeds, fertilizers, agricultural chemicals and
"and the Iike, as well as purchasing cropse A conscious effort should be made
to encourage the phasing out of state bodies from those activities which can be
-denonstrably carried‘out economicly by the'infonmal saator,

iii, - Govermments should not neultate to maximise the use of local labour. and
- providers” of goode and services wherever possibles Often this can and
will be proved to he less cost efficient tnan the.use of "imported" inputs
to implement 1nfrastructure DPOJGCtue dbwever a throughtfull examination of
" long term social goals and carefull weighting of cost/benefit dispartities
should be made before the adpption of quick and easy solutions to a speecific
probleme The scheduling the public works projects during slack agricultural
periods is one way to avoid disruption and to maximise the particpation of
local workforce in the development processe
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ive The provision of basic physical infrastrucutres such as roads and electrification

' leads inevitably to the growth of social infrastructures which accompany the
growing e:pectatlons generated. by improved agricultural productivity and incane
disctributions. Dince small non farm activities #dlso benefit from these
infrastructure investments, tney particpate in and contribute to improved -
standakds of living and levéls of economic activity. 3etter roads give ISI-
access to wider markets +hey facilitate the prosurement of raw materddlse -
Electrification allows the introduction of improved technicity. More and bBetter
social services such as sghools, clinies, water supply etc. are drawn into the
developing rural milieu as a result of demand presgsuics

3. Social Infrastructures

ie Traininge Umless training facilities at various levels are available in
an accessible and well organiced, integrated way, both for the agricultural
and for the non {arm scctors, balanced rural growth will be delayed and
stunted, The non farm uectors, will requmre vocational training in both
manual and business skills as they’adapt and ‘grow 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 a given region and a particular-programmcs Ohe element whichis almost
certain to be present will be a -business: advisery extension service which
in turnwill provide information about and access to, vocational, manual and
tecnn1ca1 training programmese. Sich servides are not chean, although their

osts nced not be exhorbitant if they hive been well designed and. organiseds

Thelr costs must be considered as part of an indispensible investment
policy in social infrastructures. In some countrics, notable India,
training programmg have been. successfully. integrated with the introduction of
a well planned programme for the creatlon of rural industrial estates,
This last method may e found to facllltate the introduction of research
findings in appropriate technologya

Ce Financial Infrastructures

Credit instltutlons, both public and private, proferably closely linked with,
but separate from,business extension advisery services, must participate in the rural
development Drocesu by becoming both physicaly and psychological more accessible
to the rural small non farm entrenrencur, They represent the only alternative to
the almost invariably usurious informal lending sector whose practices traditionally
have demonstrably utrangled growth in the sector. The informal financial sector will
not disappear overnight in any casce. lowever compet1t1on from the - fbrmal segtor,
especially for the most attractive business in growing rural economies, 'may well'
have two effects, First,the informal sector will be obliged to moderate its demands
on what is too often now, a capfive 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
hy the formal sector lending institutions.
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The administrative and financial costs of providing a widespread and accessible
banking service in rural and provincial areas will in many cases go heyond the
criteria of prudent banking managements. Government policy making will have to
take this factor into consideration and tiwrough Coveraments" own, and international
auSlutance aggngy, mechanisms, make it oosglble for finaticial institutions to nrovide
needed gervices without being penallsed. Loan default guarantée schemes; the
prov1sion of uuslne 38 extension servieces ‘to fullfil) functions which clicriis =i} badaa
would have to fullfglls and perhans interest subuldy ‘echemes are all possible
approac'.hes to, tae problcm of enccura,oinﬂ banks to participate actlvely in this
developqpntal aqtlvxty. Tnus, support of the financial sector bY ,ensuring that it
fills its esuenblal role in the overall rural dcvelopment programme, becomeu ancther
social: 1ngraatructure walch will almost certainly reduire conmlttement of Government
resources, wasther seli generatea or drawn from in%ernat1onal donorss The role of
cooperatives and other forms of association should not be uneglected in planning
for the mobilising of sawvings and the availability of credit Ln the framework of
rural non farm activities,

"onclusian ' ';, ' S oL .°
. B R s f' . . fy B

Indgeneral it has bean showm. that in the smallﬂscale rural hon farm cector,
more jobo.and hxgher incomes for the rural poor exceqs labour force Wlll result when
a minimum.Set of factors are presentil/. o
-‘a) :There is.a high elastibify'6flﬂubstitﬁtion béfween'éapifal_and Labours;
“b} !ageu are not driven tdo high,- too rapldly,

:f c] Access to technical . u&lll” and changes is relatlvely eauy and ia dlrec»ed
. to increasing efflclency of both capltal and labour,

d) Product demand and price elagticity is strangu

'uufficlént of rural nen’ farn activitics scem to reflect thesce condrﬁionn, to
a measurable degree, to- ouallfy ac genuine distributors of growth generated benefits
to the rural noor, through wages spread’ by cconomicLy ann uOCl&ﬁ&Y produc;lve

economic growthe

: . ' - . IEE ) At : " s
s g .

l/ "I nlayment, product1v1ty and’ income dlatributlon" EGu&Y" in Honour o;
de Singer, mblmes & Meier, Mew York, 1973.‘ ' : :
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CQUCLICTOUS
le  Information on the developmeat of cmall-ceale industry

Information on the development of 53T is difficult to assembles Firct, by its
vary nature, 55T does not L . igelf to the collection of statisticse I35I entre—
prencurs are often to be found in remote areau; in urban arzas they can be highly
mobiles Cecondly,; in order to e’ tdentified, they must be defined, Ac Governments
develop policiec and definitions, as institutions and programmes are put in place, it
will becorle increasingly possible to establish reliable information which will
greatly ai? the develonment of the sector. Of the African countries vicited, 3otswana,
one of the smallest in population, is undoubtedly the best documentecs M a worla
wide scale, the I3RD is undoubtedly the hest source of information, both general and
particular, and such information as is available is readily accessible through a series
of excellent policy papers, as well as more specialised reportss The ECA library hac a
wide selection of general and specialised tertc, many of which are listed in the
project "Jackgrounﬂ Paper",

2. “;rﬁﬁisting institutional machinery

As would e expected, institutional machinery for the development of GOTI varies
considerably from one country to anothers This, both in terms of underlying policiges,
and in terms of definition, DZach countries' circumstances, with regards resources,
aamlnistratlve and economic; its socio—-economic systen, its geographic situation,
will have contributed to a different institutional approach to industrial devélopment,
usually including S5I development, which will reflect these circumstancess In many
cases tie machinery will have grown on an ad hoc basis. Inphasis may be put on the
development of that sector of 53I concerned with handi-crafts, for instances Other
countries may have developed institutional machinery to deal with the financial problen
of G5T without necessarily giving sufficient attention to the indispensible ancillary
machinery’ which would ensure » =tter use of {insncial resources devoted to these
purposegs Still other countries have seen the growth, in the absence of a well definec
national policy; of various institutions whose activities are 1nperfect1y coordinated,
This leads to . duplication of effort and inefficient use of resources; indeed it ecan
lead to contradictory mcti--- 7 I are demonstrably counter~product1ve. Internationa
assistance agencies are usually specialised in one aspect of 58I developrient, ie.c.
nanagehent, technicity, finance. ete, Their ef orta, however laudable, may create
areas of activity whose end inmpact is attenuated by their tending to be relatively
igolated, rather than an 1ntegratec nart of a elear and. comprehenglve policy and
programmes. .

Institutional machinery then, must be a part of an overall pOlLCY for 55
development and be well coordinated with other institutional activities so as to
constitute an integrated approac: which reflects that policy.
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e financial structures

Tt has been observed that financial institutions have a vital role to play in
the develomment of S0X. lione theless, that role has deen over-sitressed in many ‘
instances, while the supporting institutions which would permit the masrimisation of
financial inputs have been neglected or inperfectly coordinated with the activities
of financial assistance programmes. It has been observed in numerous instances that -
a finaneial assistance programme; unaccompanied by a”vi"ery or extension services in
management an- technical skills, will not only lead to the creation of non-viable
enternrises with their subSequent drain on reuourceg, but 1t can indeed bring
aaout the fallare of relatlvely cound enterpricces.

Financial institutions may be specially created for service to the IGI sector
or existing institutionc may be programmed +to serve theseé needs. Usually it will be
- found that'a mix of finaneial inutitUtionm,‘all working together within the parameters
of .an intepgrated 551 support policy and programme, will best meet the varied needs
of the secctore It is to bé recalled that in every instance studied and from observed

experience of other assistance agencies, the too close assoeciation of any erxtension
or advisery service with the actual financial assistance decision making machinery
has proved to be unsuccescfule These functions should be complimentary but separate:
anc. not combined in one institution.

vhe Long’term-programmes reqﬁired for the development of LGI

Any lonc term programmec de51gnai to enhance the development of r‘”I will almout
certalnly 1ncorporate the follow1ng basic element
i« A government policy qeulgned as a permanent feature of developmental
paluning which will set out the priorities and the objectives for developing
-a healthy 351 sector. Tihis policy will be based on a realistic appraisal of
the’ countries’ resources in trained manpower; funding availability, existing
structures of industry in all categories, 1nfrastructureu, and reglonal and
- international c1rcun»tanceua -

iie Government policy will be built on a clear and realistic definition of what
. .13 te e considered the OCT cector in the countrys Such a definition will
. prowably be based, at least in nart, on uuPVEYu oL “the uector(uee Morocco,
3o¢owana, Country Papers )}

1iies  Govermment will, in implementing long term policieu, review a wide
spectrum of administrative, fiseal, and recsource allocation policies to
attempt to eliminate constraints to the development of 551 which are
built into the system, ‘here cver possible such a general policy review
will tale into account other areas of developmental policye. The
integration of any 351 programae with rural ani apgricultural development
programes will be encouraged. Incentivec will be institutionalised
fo ensure naximum narticpation of 50Y in Government procurement policies and
to encourape vertical intepgration of TSI with larper scale activities,
through subcontracting, ctc.
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ives Financial assistance will be made available and accessible to 5UI through
“institutions who will develon spmecialised capacity to deal with this
category of borrowerse .Juch financial assistance will avoid becoming
denendancy making, subsidy mechanisms; loans will reflect terms practiced
on the real world, formal banking sectors. The {inancial institutions
‘will coordinate their activties with training and'advisery extension
services, decigned to adsist the SSI entreprencur to make the best use
of availadle financial assistances

5¢ - Training orogramnes will be designed to cover the two basic needs of the SGI
entrepreneur, fundamental management skills and téchmology which is appropriate to hs
hic requircmentse One elemant of such training programmes for 551 enirepremeurs will
be a corpu of aﬂeouately trained, well motivated extension workers, Such persconnel
will be available in provincial and rural areas where they must be given the necessary
means -to be moolle. : .

. .

- Gince many UOI entrepreneurs are only partially literate and may indeed have
nuneracy problems, audio-visual approaches to their training have proved very
seicobssfulle  Such programmes can D¢ purpose deﬂignec and have great impact on potential
audiencesy - Audio-visual dev1ceu are manageable for even the field extemsion worker and
a choice of models exists which can be operated from 1nterna1 power soureds or car |
batteriess’ thAudio-visual techniques can also. be used for training extension workerse

A leader in the field of the preparation of this lkind of specialised audio~vicual
training material who has consicderable experience in working. with success for such
agehcies as TAO ic:* Tecmedia Ltd., 5 Granby Ste Loughborough, Le 11 307, ungland.
aecmeala pronotional naterlal is on file with the QCA/JUIDO JIDe

fnother element of 55T tradning may be the sﬁrengthening or creation of centres,
both day and résidenfiaI; where technical skills which respond to clearly identified
long term needs can be instricted. Incorporation into the programme of such centres
of instruction in management skills for seélected studenta and for students of
technical c1uc1p11nes who show apptltude, should also be planneds

iralnlng programmes for business advisery extension workers need not be over
ambitiouse Jasic ckills in accountancy, record keenlng, inventory control, costing
- and pricing, aeallng with institutions in the banking and agministrative sectors,
as well-as the psychology of thc qu cntrepreneur wlll be elements of any curriculum
for exten51on worxero. )

Given the relatively basic requirements for extension workers, it is a mistake
to select candidates for trainipg who are overcualified, Such workers are likely to
be discontent with the level of wapes most probably available for such work and many.
of them will be disinclined to work in the more remote areas. Experience shows that
excellent extension workers can be recruited amonget candidates who have obtained
satisfactory results at one of the formal levelc of secondary school leavinge Iy
drawing from this pool of potential candidates, those responsible for organising an
extension service can more casily balance such a service staff amongst different
lingustic groups and amonpgst those from both rural and urban backgroundse. In many .
parts of Africa, certain lines of small-scale enterprise are traditionally dominated. -
by womens It has been found that women extension workers are very effective in
serving the needs of this sector and a conscious effort should be made to reeruit .
worien for any such service. Ideally, candidates will have had some business -
experience or will have characteristics of maturity and facility in dealing with
people which will give them credidility in dealing witih small-ccale entreprencurs,
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Morc advanced training for the better qualified and most diligent of such workers
will De, of necessity, more specialised and reupond to the more particular nceds
of any countries' programmce

It is the opinion of the author of this report that, singe the extension
worker described above is relatively inexpensive to employ,more than adecquatc numbers
should be in the recruiting and training pipeline. Considerable attrition can and
should be erpected amongst these workersze It ¥ill be an encouraging sign of the
success of any programme if some usinesces grow to the point where they can econamically
offer cmployment to. memders of an extension forcej or wiere members leave the force
to ecome. entrepreneurs tacmuelveu.

(a3« An excellent manual, discussing at length ard giving detailed models for

_ training programmes for SCI extension workers is to be found from: “Intermediate
Tecimology Publications, London., Its title is: "Conuultancy for Gmall 3usinesses,
the Concept, Tralnlng and Consultants." ICA Library iToe 550¢2:330.4 (112055 ).

Se uany Alrlcan countrles eould oeﬂef1t from an opportunity to study and be made
.aware of eyperiences, and the lecsons gained by trial and érror, in other countries,

o

 Some of taese coumttries may be insufliciently aware of international assictance

‘available in wvarious forms for the promotion of soundi and active policies and
programmes. for SI developments The establishment of contacts and the laying of
foundaitions for practical co-operation with relevant undertakings and institutions
would permit a better definition of the role of tie SGI sector in industrial and
econonmic development policy planning and prograrme implementatione It is clear from
observations made during the course of this USAD funded, Joint UHECA/THIDO Project,
that precious time and inestimable savings in Scarce resources could be effected by
every country studied if it werce possible for each of them to have access to the

often painfully acquired success and failure experientes of other countries, On the
basis of common experience and oouervable,demongtrabie hioteries of attempis to develop
351 programmes, cach country, within the framework of its own partlcular and of'ten
unique circumstances,, can strengthen eristing institutional machinery or can re-appraise
existing policies, with a view to building a constructive and manapeable SUI development
policy which fits finto the country development plannlng strategys :

One promlsmng approach to tne estaallshing of links and cantact between countries
interested in the benefits we have Cemonstfated ac being imherant in a clear and well
supported 30T policy would De at least 2 and perhaps more intermational workshops or
seminarse These seminars would be organised along lines of common baclkground and
circumstances ancd in function of the administrative working language of the countries
involveds. These seminars could be hased on policy considerations and the presentation
of the strong arguments for a vigorous and well planned 5CI promotion and development
policye Elements of the findings of the UNECA/UIITIO JID project om SCI could perhaps
be used as a basis for the diseussions in such seminars.

Another potentially interesting approaéh to stimulate greater cross stimulktion
oetween countries would be a bi-monthly news letter, in an english and french lanpuage
editions This newsletter would draw on the experience gaind in different countries
and rake it available to others. Articles could be recasonable detailed and technical
if the distribution of sucn a newsletter was carefully directed to tihose resnonsible
for making and executing policy in the field of 35I ~evelopments Contributions could
ve encouraged from responsidle officials in African countries and from international
teciinical assistance agencies and ther personnel, :
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Once a eental stimulous providesd by an intra-African orpanisation had organised
a series of basic policy and planning meetings and sensiticed decision making opinion
in an number of countrics, more specialised meetings, woriksaons and geminars could
be organiced in specific topies, sueh as training of erxtension workers. Agenciet such

WILI0 and TLO could make consiructive contributions to these meetings, The

organisation upon whom had develoned the responsiblity of centralising rultinational
efforts and supporting national eiforts could Luild up its staff with the view in
mind of having specialist advisers available to requesting countries. These advisers
would be cpecialists in the problems of developing SS5I infrastructures and policies
anc woulg be familiar with the developments in the field throughout Africae

7e ‘Findings made,during_the_coursé of tiae JUECA/UNIJO JID project nissions to
five selected African countries have been discussed in various sections, ajove, of
this report. In particular, ia conclusion (5) adove it is suggested that .a means
must De fount to permit Afrlcag countriec to share harl won erperience in the vital
arca of develobing rcalistic and profuctive. 35T reveloone t policies and programmese
Ilany countries would welecome and preatly benefit from specialised adv1ce were it
availaole ffom a central, respectel erganisation.

TIECA ic unlauely Afrlcan org anisation, enjoying 1Jtcrnat10nal prestige and the .
suprort of numerous international assistance and funding .organisations., UWIICA is -
partlcularlyzﬂawee of the onportunities for 1nau_tr1al/ec0nomlc develomment which are
to be exploited tnrougn the development and implementation of well defined and
planned 5T promotion policies and prograrmese UiLICA is- also familiar witl the
problens ascociatéd with the elaboration of such nolicies and prograrmes and- is in a
unique position to make availablc to menber goveanments sound advice based on a
cynthesis of obcerved and analysed experience from a wide spectrum of countries.

Thic experience has been recently brought up to date through the completion of ‘a atudy
which was made p0351b10 thraouph the interest in SCI development,and the confidence in
UIMECAy of UCAIDs The experience thus gaxned, and which ic encapsulated in .the present
report, demonstrates conclusively that there arc common, basic factors which are
applicable to V1rtua11y every African country if a successicl -cffort for the
developnent of GGI is to he mades At the same time, experience and observation shows
that each country has circumstances and copditons which require specialiced study
ans advice in order. to pernit the effcetive application of bhasic cemcenstrates Tormulae
wiich must be. the foundation of any viable and productive policy and institutional
frane work for the productive par cicmation of the SCI seétor in the mational developmer:
processSa o : : S
3aséd'upon its present erpertice, UIIECA ic in a strong position to upgrade itco
alreacy unique eperience and Inowledge of the subject and make available to African
countries, both the bhasic and fundamental recuirenents for cetting up 50T promotlon
pOllCleu and lﬂﬂtltdtlon .and to provide the specialisced advice to permit the amaptat""
of taeue fundamentals to. the particuiar u11:uat10n of éacl countrye. ‘

The best way to bring to bear the uniquely suitable abilities of UIIRCA will,of
courseydepend on practical considerations, One approach would e to obtain the
agreenent of the parties eoncerned that the implementation of a unified:.35T promotion
activity within UITZCA be placed high on the agenda of the néxt Conference of African’

Ministers of Induutry.- Another possible approach would be to call a meeting of senior
policy making goverament officials fron selected icountriés. Cuch a neetinu cauld he
the vehicle'xor sensitising of Govermments on tlhe urgency of affording high priority
to SO1 develonment. The aponda could include such items as (i) 6ef1n1t*on of 55T in
African conte:dt, (11) acminictrative ncauureu for Facilitating trade in 50I production: .
(111) rerional ecolleges for tae training of GOI extension workers and supervisors,

(1v) joint amnraoches to intermational Ffunling apencies for summort of resional
prograrmes, <iCe
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Preface to recommended ncucures for implementation

The theme of the following notes will be o osuggest the desirability of develoning
betwcen African countrics, an institution whose purnose is to advancce the achievement
of comnmon cconomic development policies in the ficld of 52I.  There cuch institutions
already crist nationally, to reinforce them or to cnlarge and strengthen their fields
of activity. To these ends it would be imperative to galvanise all levels of African
decicion nakers, towards an understanding and support of such policies and institutions,
in order to assure taat they will enjoy the necessary political s public opinion and
international suprort nccessary to ensurce their succeses ‘ :

Thore is a wide disparity between countries in Africa in termms off: state of
eccononic development, naturzl resources, nopulation, geographical location, linguistic
and cultural character, cconomic policics, and otlier factorze It would thus apnear
desireable to think in terms of one comion organisation for all of African at this
stage of develomments At the samc time, should a series of poweriul regional
institutions cmerge, their very cristence would create a Dolarlulng force to draw
almost all African countriecs into clocer cooperation .in natters of economic cooperation
for GJI development.

In order to implcment the measures ocutlined above it is clear that the encourage-
ment, {inancial support and tceimnical resources of a cupranational organisation would
have to play the vital rolc of catalyst. The most obviocusly suited for such a role:
is the UlECAs Jince well develoned natterns of cooperation between the organisation
and most African States have alrcady been developed over the years it would seem logical
that the organisation and govermientc address themselves jointly to this challenge.

The. experience and expertise which might he drawm from this African organluatlon
would precent two major advantagec impossible to equal in any other conte: HECA
represents a. sum of technical and organicational competence which could Drovide the
necded impetus in assisting African countries to achicve the institutional and
technical mechanioms to successfully imnlement the creation of effective and
intcreacting national and regional institutions. OSecondly, a joint programme,
implemented by UNECA and governments would reprecent much weight in influencing other
African governments in this ambitious and complcir endeavore.. Joth govermments and
International Cooperation Organisations would be obliged to give the most serious
consideration and support towards tic creation of such 1nut1tut10nu, assuring that
they would command the respect} financial, and technical resources,required for thekr
becoming effecctive resources in the evolution of the Illew Economic Order,

Close 11a1uon and permanent Conuu1tat10ﬂ could be malntalned with concerned
governments and, where appropriatc, with Intcranational Organisations, Alrcady
exigting regional, linguistic or other groupings could be encouraged and supported in
efforts to extend their regponsiblities and authority to appropriate actions of in
this vital, GGI area of cconomic activitye. As such groupings function in an
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inereasingly effective way, an ECA instrument created for the specific purpose of
stimulating and encouraging the crcation and growth of 50I would have a new and vital
role to playe Tais would be to encourage and coordinate the closest possible
collaboration between the regional gropings on matters affecting both 5SI development
and in negotiations with other, world-wide cconamic entitieg. .

Areas_of qpnlication o :‘:

Chould the above recommonaatxony recelve favourqble conuideratlon, its 1mplicat10nu
would extend to such areaq ass leCe .
Reorientation of 1nduutr1a1 DOIlCleu and strategies, rectructuring
instrumentc for actiong

- . Enhance. economic independence, sclf-reliance and self-sustaining industrial
. develomment by ercating.the conditions for the growth of vigoreous GGI
. gectors in the widest sense.of that concept, in-tam 1ead1ng to the develop—
ment: of more extensive medium and large-scale sectors

'-A Thc will to develop would most certalnly he strengthened tnrough the procees
~ of mutual uupport and the ccononic DOWer. that would come from lecs fragmentation;

~ Industrial cooperation, whose’ development is dependent on trades Arcas of
greater trade opportunifics in the form of expanded markets should stimulate
co—-operation through nooling of resources, technologies and the avoidance of
duplication of offortlreater sclf-sufficiency would then result, with
consequent lessening of dependence on 1mp0rte of pgoods, services and technology,

- Induutrmalzsat1on and human, natural and agriculturel resources., It is .
axiomatic that inerecased, rational" 1ndustrializat10n such as can best and
- perhapa cnly be achieved by encouraging the ”fI sector, will in trun lead to
norc productive ard uoclally rewarding use ol all reuogrces‘l

~ Capital formation is perhaps onc arca where- the adoption of coordinatien pelier
would show the first and most. immediatcely necessary results in the technical
procoess leading to the overall goals diecussed in thiz paper;

~ In the general climate of increased trade and’ 1mproved infrastructures, such
as trancportation, exchange 1acllit1es, ard the many predictablesas well as
unforseen benefits of co-operation stimulated byregional co—operation, it is
difficult to imaginc how uﬂall—ucale ;nduutrle; would not benefite It is
rather to be expected that the bénef it would ut1mulate what might well become
an cntenrencurial e:plosion W1th its dwn multxnller effect in terms of
ecnployment generation, self-suff ficicncy and’ 1mprovement in the quality of life,

= As this recommendations is largely concerned with industrial infrastructure
and industrial co-operation the above must be .ensidered as a few ‘brief
observations on the advantages of 1ns%1tutwonallzlng both of these concepts:
within the framework of ecconomic : co-operation and development, coordlnation
and assictance by a coentral organlqatlon.

e e
. v
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RECOMENDATIONS
 Introduction

The experience of the past thirty years suggests that industrialization has
played a eritical role in overall development. Countries with rapidly growing
industrial sectors have been able to handle development problems, particularly those
of employment, much more casily and eifectively than those countries in vhich
indastrialization has laggeds This does not mean that other sectors, particularly
agriculture can be neglecteds On the contrary, if it is to be successful,
industrialization must have a symbioctic relationship with other eeonomic, sectors,
rather than growing at their expensc or without regard to theme .

In many developing countries industrial growth and accompanying urban development
are necessary to relicve pressures on agricultural land and permit its increased
productivity, to provide matkets for primary producers, and supply competitively
priced lecally manufactured goods for consumers and other sectors, Despite the
considerable progress alrecady made by the developing countries in these directions,
the pace of industrialization, particularly in the lower-income countries, is &till
far from satisfactorye. It is commonly rcecognized that the pace and structure of
industrialization in any country depend on such factors as the endowment of human
and natrual resources, size and geographical location, and the intermational
enviromment, all of which affect access to markets, capital and technologye

‘The influencc of industrial dovelopment policies, however, has not been so clearly

recognized. The wide range of industrialization achievement in the past, among

countrics with similar economic endowments, strongly suggests that poliecies do indeed
play a critical role in industrial development. They influence the use of existing

and the development of'new resourceses They help determine the technical and economic
structure of manufactur1ng, affecting capital-labour ratios, competitiveness, and
the barriers to entry by new entcrprises. These, in furn, are the characteristics
that determine the quality and pacc of industrial growti.

Resorces are not just physical; they cannot be assessed without refercnce to
administrative capacity. To a large extent, the policy maker is always a victim of
the past. Polieies and their admlniutratiom.createlntarest groups which call for
their perpctuation in the cconomy and within the bureaucracy. Policy changes can thus
e diff icult to implemento. Most polltzco/economic system have structural rigidities,
Horkers and entrepreneurs may not réspond immediately to structural changese Consumers
notoriously nrefer 1mported to 1ocal goods, often regardless of significantly higher

© pricess

The main weight of plan and strategy implementation in most developlng countries
rests on industrial developmernt policies. These have an impact on the dedision-
making of enterprises, both privdate and public, in two ways: flrst, by across-the-
voard policies which affcet the relative prices at which enterprises buy and sell
goods and services; second, by direct measurcs of control, tailored to individual firms
or industrics, such as production licensing, price controls, or public ownership,
which stipulate the conditions firms must mcet to enter into, or remain in,
productione Social cost-bencfit cvaluation is increasingly used to rank the social
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value of manufacturing projects subjcet to such direct controls.

It is cztromcly difficult to design policices that arc clear and direct, yet
flexible in the scnse that they .can reflect .changing circurstances over time,
Undue flexibility may enable thosc with political-economic power to bend the system
to their advantages The real world constraints on policy formulation mean that in
practice policy choicc is likely to be limited to second—, third-, fourth-best,
or cven worse solutions. If policy makers can, howcver, sct out a national hierarchy of
of policies from first to tho best possible and sclect policics by moving systematically
down it until constraints no longer bind, they are more likely to av01d costly
mistakes than if they opt for policics Wlthout such analyﬂlso

(a) Government Plicy

Government rust 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 1nduutr1a1
development planning.

When a pollcy decision has been tak ten, at the highest level, Government will.
probably incorporate formally a statement of SSI policy and obJectlves in the
publlshed expression of natimnal deyelopmental planning.

ie Government will determine definition of what is meant by the small—
. scale sector, in view of the countries . particular aircumatantes;

ii. Government will study the situatinn and nature of .the small~scale sector
in the country. Based on this study it will identify administrative
constraints which hinder the growth of the sector and eliminate them in
the most practicable manner;

iii. Based on study of the sector,where 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; '

ive Govermment will bear in mind, in defining a small-scale sector development
nolicy, that the sector is not isolated but.is an integral part of the
whole economy. Recognition will be given to the fact that the requirements
of the sector will cut across lines of administrative authority. Consequently,
most Governmsnts will probably find it desireable to create a new institution
or strengthen an existing one, which will have sufficient central authority
and access to other administrative bodies to guarantee that its voice will
be heard in the advocaay of SS5I development; :

v. Government will consider small-scale non farm activity development and
encouragement as an essential part of any programme designed to promote
rural development,
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(b) Specific Programmes

i.. Extension gservice in order to implement Covernment Policy for the” ©

+  “dévelopment of SSIy-a well trained, carefully organised business. advisery
‘extension service wikl be asg widely spread as possible. They: ¥ill be . =7
trained to instruct SS8I entrepreneurs in simple ‘management skills and to
assist them in dealing with govermnment and financial ingtitutions; :-

ii.- Financial mechanisms. A programme involving the formal financial 'sector,:
which may include DFCs, the commercial banlting 'sector, and specialised:-
institutions, will be developed to allow acess of tThe SSI entrepreneur !
Yo reasonable credit. Proceedures will be kent as simple as possible,
intersst rates will reflect market place realities, and lending operations
will oquip itself to be able to offer technical training in circumstances
apprapriate to the requirements of the SSI sedtor.

1I. Role of UﬁECA - Reéommendatioﬁs R Co e B '_'f

.(a) It is recommended that UMECA set up a small—scale 1ndustr1es unit. This
unlt would have as its primiary functlons._

i, The provision of expert advice to governments in clsborating policies and
_ definitions. The organising of workshops and seminars in SSI development;

ii, Assistance to Governments in implementing and organising of specific
programmes such as extension adv1sory services, financial institutions,
".technical training faczlltles and integration of uSI into programmes for

‘rural development}

iii, Secking practical means to develop inter-regional éooperation and joint
activities in encouraging SSI training programmes, exchange of practlcal
experlenca and Droﬂotlng tradb in SSI proauctlons;

iv, Serve as llason and 1nterned1ary in fa0111tat1ng project programmlng with
specialised agencies,

I%epare thé dlrectory on prOJect proxlles for creation of a net-work of possible
types of small-scale and rural industriés with spedidl reference to access to
technolglcal processes, equlpment, rawv materlals energlc sourceg and markets,

(o) In function of pollcy dec151ons regardlng the settlng up of a small-seale
1ndustrles unit and with regards to the avallaolllty of necessary resources, UNECA
will probably find it usefull and productive to draw up a five year action programme,
This programme will define objectives, set targets wlthing a realistic time frame and
allocate man~hour amd financial resources.

(¢) In order to implement the 5 year work programme, and after objectives and
targets have beecn defined, recruitment of additional specialised staff will be

required. lMost probably the experts reguired to make up the SS5I unit team will includ=

at least one specialist in training and organisation of extension services, one
financial specialist, one approovriate technology specialist and one policy and
administrative specialist,

¥





