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ABSTRACT

For some decades, small-scale enterprise has been instrumental for economic growth, poverty
alleviation and the promotion of more pluralist societies. For the whole economics system,

small-scale enterprise may be regarded as ‘safety valve’ since it guarantees people feeling of
having a job and reduces the level of insecurity. The success of small-scale enterprise
development depends on the support from the government and other stakeholders.

I. BACKGROUND

Small-scale enterprise is important for eco-
nomic growth, poverty alleviation, and the
promotion of more pluralist societies.
Small-scale enterprise and its capacity to
create non-farm activities have been im-
portant development issues for the last few
decades.

Small-scale enterprise tends to be concen-
trated in relatively labor-intensive activi-
ties, so they play an important role in em-
ploying the growing labor force in deve-
loping countries, and alleviate the severe
unemployment that threatens the survival
of the poor. This is particularly of great re-
levance for developing region, where un-
employment has become one of scrious
economic problem to the country. Deve-
lopment practitioners and social-economic
scientists — those who are particularly con-
cerned with region or local development
spend their big part of their time to study
this topic. The idea underlying this effort is
the facts that small scale substitute econo-
mic role of agricultural sector in providing
income sources to the population at the re-
gton or the local. Providing alternative oc-
cupation opportunity means ensuring live-
lihood and securing survival. Social ins-
tability that might be taking place at the
absence of other job opportunities may al-
so be minimized. For the whole economics
system, small-scale enterprise may as a
result be regarded as ‘safety valve’ since it
guarantees people feeling of having a job
and it reduces the level of insecurity.
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Two-inducement mechanisms may be con-
sidered to be at work within the productive
activities of small-scale enterprise:

» The inputs provision, derived demand,
or backward linkage effects, i.e., every
non-primary economic activity, will
induce attempts to supply through do-
mestic production the inputs needed in
that activity.

* The output-utilization or forward link-
ages effects, i.e. every activity that
does not by its nature cater exclusively
to final demands, will induce attempts
to utilize its outputs as inputs in some
new activities,

Small-scale enterprises also have roles in
contributing effectively to industrial and
economic development. Arguments that
have been advanced to justify the deve-
lopment of small-scale enterprises as a de-
velopment strategy include the following
(Steel and Webster in Boapeah 1994: 1):

* Successful industrialization must have
an indigenous base and small-scale
enterprises to achieve this,

* Small-scale cnterprises tend to be
labor-intensive and to use the low level
of technology. Thus their development
would achieve employment and in-
come distribution objectives, and sus-
tained productivity increase through
technological innovations.

¢ Small-scale enterprises can respond
flexibly under difficult and changing
conditions since they do not depend
heavily on infrastructure, and their low
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level of technology offers the oppor-
tunity for product lines and inputs to be
changed at a relatively lost cost.

e Small-scale enterprise tends to serve
dispersed local markets, provide differ-
entiated products, and specialize as
subcontractors for large firms.

Another effects at the regional/district level

of small-scale development in rural areas:

¢ Regionally balanced development

» Creation of economic growth poles

»  Reduction of migration to cities

s Decongestion of cities

» Increased flow of resources to rural
arcas

o Additional demand for agricultural
products

» Promotion of industrial spirit

e Participation in generalized industriali-
zation

e Promotion of skills related to enterpre-
neurship

e Further development of local techno-
logies

» Intensification of local trade

¢ Additional income for district adminis-
tration

e Opportunity for bottom-up develop-

ment

Inducing sustained development

In Indonesia, smali-scale enterprises are an
cconomic activity dominating more than
95 % of Indonesia’s cconomic structure
(Sjaifudian, 1995: p.5). This sector has
both economic and social politic strategic
role. The economic functions of this sector
are among others: to provide merchandises
and scrvice for consumers from low and
middle level purchasing power; to contri-
bute more than half of ¢conomic growth
and is contributive to country’s foreign ex-
change income. Social politically, the
function of this sector is also crucial, espe-
cially in labor absorption and in the pover-
ty alleviation efforts.

Small business development is a basic
need for Indonesia, which practices a spe-
cific economics system, namely people’s
economy. The Indonesian economics sys-
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tem prioritizes people’s economic interest
that involves public interests.

II. RATIONALITY OF THE PRO-
BLEM

As empirical studies show, the economic
policy in developing countries tends to be a
hindrance rather than a help to smali-scale
enterprises, and can partly destroy positive
impacts of direct promotion activities.

Small-scale enterprises at the regional or
local level should receive specific instru-
ments to develop or promote themselves
with a view to a development process that
involves all stakeholders. Stakcholders
must be taken into account in regional or
local development, which largely moulds
the framework conditions for these enter-
prises.

111. GENERAL CHARACTERISTICS
OF SMALL SCALE ENTERPRISE

In this article, small-scale enterprises com-
prise of manufacture industries (food pro-
cessing, leather processing, furniture, etc)
and services industries (trade, auto repair
services, etc).

Small-scale enterprises are gencrally fami-
Iy businesses employing 3-5 people (al-
though they may employ up to 20 in indi-
vidual cascs). It is rare for non-family
members to invoive. The production unit is
often identical with the family home, or is
in the same building as the family home.

Primarily, local raw materials are used.
(often traditional and modern) waste is re-
cycled (i.e. quilts produced from remnants,
sandal manufactured from old tires). The
technologies used have generally been
developed locally, and are labor-intensive.

The level of formal education of workers is
mostly low {(workers are often illiterate),
which is why agreements ar¢ not made in
the form of written contract. The know-
ledge needed for production is acquired on
the job. Wages or income may often be be-
low the legal minimum wage, and workers
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live below the official poverty line. Em-
ployment depends on orders; which makes
it irregular; the working day is mostly con-
siderably longer than eight hours. Workers
are not entitled to time off (leave) or are
not only entitled to take time off to cele-
brate religious feast-days and social events,
such as wedding and funerals.

Not only the working conditions, but also
the production conditions tend to be bad in
small-scale enterprise. The enterprises
have neither security (insurance cover, etc)
nor material or financial reserves. Shouid
they obtain larger orders, the customer is
generally required to make a part-payment
in advanced to allow the enterprise to buy
the raw materials. Unforcseen interruptions
(machinery faults, sickness, etc) mean that
the workers must fall back on the (finan-
cial) support of friends and relatives: the
continued existence of the enterprise may
be called into question.

Traditional production activities (i.c. lea-
ther production and processing, metal-
working) are generally the preserve of cer-
tain groups within the society, as a result of
social values and norms. There are no such
restrictions on ‘modern’ activitics. Micro-
producers concentrate on cheap mass con-
sumption products for the majority of the
population. This sometimes means com-
peting with modern products made by me-

dium and large enterprises and with im-

ports replacing traditional goods (plastic

crockery, etc). Small-scale enterprises also
offer services and trade. Additional ficlds
in which these enterprises can be found,

besides trade, include (Gerold, 1993: p.1):

* Manufacture of high quality artisan
products for the wealthy local popula-
tion, and for export.

* Manufacture of labor-intensive semi-
finished products under contract for
firms of the formal sector, which take
advantage of the low wage/unit costs
in the informal sector. Because of their
low production capacitics. each small-
scale enterprise tends to specialize in
the manufacture of one product, or few
products, working for only one firm,
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* Provision services for wealthy popula-
tion groups, who are generally em-
ployed in the formal sector (em-
ployees, civil servants, etc).

IV.THE INSTRUMENT OF SMALL
SCALE ENTERPRISE DEVELOP-
MENT

The instruments for small-scale enterprise
are mechanisms directed at enhancing the
availability of the assorted elements re-
quired not only for the creation of new en-
terprise but for the upgrading, expansion
and development of existing ones. Consi-
dering the wide diversity of developing
countries in terms of politics, economic
management and soctal cultural constitu-
tion, no single set of instruments are pro-
posed. Rather this essay presents a cata-
loguc of measurements that can possibly
increase the contribution of conventional
small-scale enterprise promotion activities
to national economic growth.

In this context, the input for smali-scale
enterprise growth and development are
classified as follows (Dinye and Henning
1993 p.15)

Physical and fiscal input,
®*  Production technology,
*  Physical infrastructure,
=  Manpower,
= Market,
* Promotion organization

For convenience, the instruments, which
may cnhance the avatlability of these in-
puts to small-scale cnterprise, are pre-
sented under the respective headings. As
will soon be clecar, one particular instru-
ment may be relevant in access of the in-
dustrialists to a particular clement.

4.1 Physical and Financial Inputs

4.1.1 Physical Productive Inputs

These comprise raw material, tools, equip-
ment and machinery (Dinye and chmng
1993: p.15). They usually are primary or

secondary in nature. Primary material
inputs are those arising directly from

Vol.11, No.3/September 2000



farmlands, fishing grounds, forest and the
wealth of the earth. They are often referred
to as the ‘gift of nature”. Secondary ma-
terials comprise of those items which man
has transformed in order to make them
usable by the actors of the small-scale
enterprise.

The instruments at the disposal of small-
scale enterprise promoters are meant not
only to make the physical material access-
ible to producers but strengthen their capa-
city to procure the four manufactures. The
series of measures involved include (Dinye
and Henning 1993: p.15):

¢ Research and development activities
for the identification of the quality and
quantity of supply sources and the dis-
semination of the information,

» Construction or improvement of infra-
structure such as roads and other trans-
port facilities for the exploitation and
delivery of the matenals,

s Provision of storage for stock piling to
cater for scasonal glut and shortage,

e Arranging market outlets for physical
material producers,

e Granting subsidies, tax concessions,
low tanffs at instances of the maternial
importation,

s Hire purchase arrangement,

e  Supply of material in kind by cus-
fomers.

4.1.2 Financial Inputs-Capital

The increased use of capital is an inevi-
table element in small-scale enterprise de-
velopment (Dinye and Henning 1993:
p.16). Notwithstanding that, capital is ra-
ther scarce in almost all developing coun-
tries. Many entreprenewrs who  would
otherwise have started new small-scale en-
terprise, upgraded and/or expanded their
existing enterprises are retarded or pre-
vented from doing so due to lack of capital.
The principal sources of fixed and working
capital employed in small-scale enterprises
are the saving of the investors, of their
relatives and friends and credit form mo-
neylenders. Other significant sourccs arc
input suppliers as well as the customer of
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the goods offercd. Although the capital re-
sources from these sources are apparently
limited, the concern of small-scale enter-
prise promotion agents is to mobilize and
maximize their utilization not only for
creation of new businesses but also for the
upgrading and expansion of the existing
enterprises. In addition, grants from bilate-
ral and multi-lateral development assist-
ance agent which include the World Bank,
the 11.0 and UNQ, arc used.

The mechanisms employed by small scale
enterprise development actors to make ca-
pital available to small scale enterprises are
various, but conventionally, they comprise
of the following ones (Dinye and Henning
1993: p.16):

e Credit guarantee schemes whereby the
government takes over the majority of
the risks default in return for a pre-
mium paid by the borrower,

» The institution of lower or subsidized
interest rates for small scale enterprise
making provision for less payment for
a resource for which larger enterprises
have to pay more,

¢ Influencing the central bank to colla-
borate with the other banks to soften
the ngidity of their processes for ap-
praisal prior land to granting loans,

e The decentralization of financial ins-
titutions amounting to the operation of
the small banking windows from
which small scalc enterprises can
borrow money at concessional rates,

o The organization of local voluntary or-
ganizations which are capable of recy-
cling funds alrcady accessibie to them,

e Pursuing enhanced financial and eco-
nomic policies therchy creating an en-
abling environment for mobilization
and utilization of local capital re-
sources.

e Discouraging capital flight through ap-
propriate interest rates and tax policies,

e Encouraging and assisting promotion
agencies towards financial autonomy
through technical and financial as-
sistance,

¢ Deformalizing the traditional saving
and lending procedures of the financial
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institutions in favor of the small-scale
sector.

4.2 Production Technology

Production technology in this context re-
fers to the hardware and know-how em-
ployed in the transformation of the raw
materials by the small-scale enterprises.
The hardware normally referred to as the
‘instruments of labor’ comprise of the
tools, equipment and machinery employed
in production. The know how or software
stands for a combination of applied
science, accumulated experience and skill
(Miiller in Dinye and Henning, 1993: p.16)

In an attempt to promote industrialization,
developing countries encourage the use of
technology. The mechanisms used include
science and technology councils, pro-
ductivity centers, technology information
services, appropriate/intermediate techno-
logy centers, technical advisory services
and technical training centers. In addition
to the invaluable assistance they render by
way of technology information diffusion,
they are useful in identifying business
opportunities involving technology choice
and application. Invariably, this culminates
in technology transfer for process change
and product development.

The term of technology transfer means the
existence of certain types of technology
known elsewhere outside a specific locality
which can be introduced into it enable cer-
tain new small scale enterprise to be esta-
blished or for the situation of the existing
ones to be improved. Applied as an ins-
trument for small-scale enterprise promo-
tion, the promotion agents search for and
identify an appropriate technology for
transfer from the sources to the local
recipient. The mechanisms by which that is
done involve academic, scientific, research
and development consultancy and ex-
tension service institutions. In the deve-
loping countrics, these are operated and
monitored by local authorities through re-
gional, national and international bodics
such as the World Bank, The ILO and the
UN.
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The issue of technology choice brings in

focus the concept of appropriate techno-

logy refers to a technology that involves

the most economic way in which a parti-

cular type of small scale enterprises can

execute the production of a particular

good. The economic considerations are the

use of labor, capital and material resources.

In addition, some non-economic factors are

also taken into account. These include the

social institutions and practices which are

(Dmye and Henning 1993: p.17):
Capital and energy saving

* Small scale and employment gene-
rating

* Capable of being decentralized so as to
provide jobs where people live

» Relatively simple to produce, operate
and maintain without placing undue re-
liance on out capital and skills,

* Utihize local human and physical re-
sources, primarily to produce goods
and benefits required by producers.

The above criteria, however, must be
treated with caution and therefore are not
universally to be applied because in certain
cases a sophisticated technology may be
the most appropriate one whilst a simple
one may be not.

4.3 Physical Infrastructure

The term physical infrastructure has never
been clearly defined. In this context, it re-
fers to all the physical and service instal-
lations or assets in a given area which are
catalytic to the production process of soci-
ety and therefore small scale enterprises
development (Dinye and Henning, 1993;
p.17). Infrastructure provides the basic ser-
vices without which small scale enterprises
and the economy as a whole can not ope-
rate. These basic services are supposed to
be collectively utilized. Generally, they are
established, controlled and maintained by
the government. They are often referred to
as ‘the common condition of production’.

In developing countrics many existing and
prospective entreprencurs have limited ac-
cess or totally lack access to infrastructure
that inhibits small-scale enterprise growth.
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Specific instruments to make infrastructure
available to small scale enterprises include
(Dinye and Henning 1993: p.17):

- The provision of infrastructure through
the development of industral/enter-
prises estate,

- The provision of developed sites,

- The development of rural workshops.

They used to be provided free of charge in
earlier days, but contemporary strategies
for small-scale enterprises promotion re-
commends payment for the services and
facilities that are offered.

4.3.1 Industrial Estates

The objective of developing industrial/ca-
terprises estates is to promote and/or relo-
cate industrial/enterprises. It involves the
development of several hectares of land
comprising of intemnal road access, work-
shops, water and power supplies, repair
and services facilities, drainage, sanitary
facilities and other common enterprises/in-
dustrial utility facilities. The new enter-
prises/industrics can be established and the
existing ones can be relocated and im-
proved.

4.3.2 Developed Sites

These arc large tracts of land provided with
basic technical infrastructure such as roads,
sewerage water, power and drainage faci-
lities. Plots are mapped out and are
mapped out and are sold or rented to cntre-
preneurs. The industrialists arc supposed to
build their own shelters or workshops fol-
fowing the local building codes and regu-
lations.

4.3.3 Industrial Workshops

Standard workshops or worksheets are
constructed in selected seftlements know-
ing in advance who is to occupy them.
These are rented or sold to users. The
clusters of these workshops or sheds in-
cluding common production facilities are
provided to promote the emergence of new
industries and the improvement of existing
ones after their relocation.
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4.4 Manpower

For the growth and development of small-
scale enterprise, the skills required are va-
rious. Skill training is the main instrument
available for small-scale enterprise promo-
tion with regard to manpower supply and
utilization (Dinye and Henning 1993:
p.18). The specific instruments available in
that respects are entreprencurship develop-
ment training and technical training.

4.4.% Entrepreaneurship Development

An individual approach to entrepreneur-
ship development that considers the capa-
bility of the would be entrepreneurs as the
starting point for any promotional mea-
sures should be developed along the fol-
lowing basic principles (Poppe in Jensen,
1993: p.170):

1. Assistance in gencral should be ex-
tended only to those who have ob-
servable potential. It is necessary to be
selective in who 1s promoted and to
clarify why that target group is iden-
tified.

2. Services should be designed appropri-
atcly, It is unportant to identify the
nceds and wants of the target groups as
preciscly as possible.

3. Delivery of services has to match
available resources and power. Only
these services should be offered that
could be adequately managed by the
supporting institution and effectively
absorbed by the target group.

4. Institutions should be more facilitative
than prescriptive in their activities.
Action programmes to promote small-
scale industries should build on the en-
treprencurs’ own energy, creativity and
strengths for solving their own pro-
blems.

4.4.2 Entrepreneurship Development
Training

The environment in which smali-scale en-
terprises operate in developing countries is
a rigid situation whereby business relations
arc intricately knit with socio-cultural rela-
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tionships. The majority of small-scale en-
terprises are bound to fail because of their
inability to make the right management de-
cisions in commercial sense. Such deci-
sions relate principally to how much, at
what time, of what quality and at what cost
to produce.

The inability of the actors of small-scale
enterprise to take appropriate decisions
culminates in the waste of resources oppor-
tunities. In most developing countries, col-
leges, training institutions and other orga-
nizations offer very different forms of ma-
nagement training. These training schemes
tend to be general and not particularly
suited with the actors of small-scale en-
terprises.  Entreprencur  Development
Training scheme currently drawn and im-
plemented is target oriented such as being
specific to small scale enterprise sector.
This includes training existing entrepre-
neurs (Dinye and Henning 1993: p.18):

- To make optimum use of available re-
sources especially with regard to the
use of funds in a profitable way to
avoid a recourse to a loan,

- To invest in goods which can readily
be sold and repurchased rather than
slow moving, high margin stocks,

- To the businessmen how to separate
their personal and business trans-
actions, and

- To educate the entrepreneurs to cir-
cumvent the informal monopoly of
middlemen which inhibit anything but
the minimum portion of the final seli-
ing price from reaching the manu-
facturers.

For the persons who intended to establish
new businesses, entrepreneur development
programs are conducted. The entrepreneurs
are trained to acquire the basis principles
of the business management with particular
emphasis on project preparation and other
aspects of starting a business. They are
taught how to do business feasibility
studies that qualify them for bank credit
and other types of financial assistance.
Overall, the trainces are taught to think and
act in an entreprencurial manner. The
entrepreneurial development training under
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the reactive approach does not necessarily
include follow up and support services as
described under the active approach to
small-scale promotion.

In many developing countries, the public
education system is geared mostly towards
fulfilling task in the public supported
sectors. There is hardly any room for the
inclusion of modules or even the ele-
mentary principles of management espe-
cially in the primary and secondary levels,
the products of which are most likely to
take to small-scale enterprises to eam a
living. The insertion of lesson on the prin-
ciples or elements of entreprencurship into
the cducational system is now being used
and advocated as an instrument supportive
to small-scale promotion in developing
countries.

4.4.3 Technical Training

For rather long time, apprenticeship re-
maincd the only way people could acquire
technical skills to start new businesses or
improve the existing enterprises in the
small-scale enterprises sector. To broaden
the scope of technical training many deve-
loping countries established a series of
technical and vocational institutions. The
course offered by these institutions are in-
tended not only to improve existing skills
or introduce new skills into existing enter-
prises but also to train unskilled persons
thereby enabling them to be engaged in
newly started businesses. The training
comprises of non-formal education ranging
from extension services and on job traming
schemes to formal classroom theoretical
and practical instruction. In terms of
duration the range is from days and wecks
to months and years. Some are discon-
tinuous batch instructions whilst other are
consistent and have a specific or definite
duration. With regard to location, some arc
mobile or semi-mobile and the rest are sta-
tic (Austin in Dinye and Henning 1993

p.19).
The institutions in most developing coun-

trics cover male and female, employed and
unemployed. skilled and unskilled, literate
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and illiterate. Invariability, the bills of the
training are footed by the central govern-
ment resulting that people get through such
course with little regard to the actual in-
tended objectives. The results have been
quite disappointing because only a few pe-
ople take to employment in small-scale en-
terprise sector. The scope of training is

broad, since it is intended to cater for the

need of the entire country for the technical

skills in the face of limited resources. Con-

sequently, the general tendency now is,
that the courses are (Dinye and Henning

1993: p.19):

»  Objective and target group specific to
serve the interest of small scale enter-
prises sector,

»= Not generously funded in order to
weed out persons who are undecided
with regard to entry into the smail
scale enterprises sector and,

« Entrepreneurs’ development oriented.

4.4.4 Extension Services

It is realized that only a minority of small-

scale enterprise actors is able to attend and

benefit from classroom instructions or
training. The reasons include (Dinye and

Henning 1993: p.20):

- The awareness of the need to improve,

- The lack of metivation to learn,

- The inability of the actors to lcave their
businesses for the duration of training
session particularly when the training
center far away from their locations,

- The unwillingness to expose personal
problems during the group. training
exercises and,

- Most small-scale actors are unable to
comprehend the tuition in the class-
room within the few days or weeks and
adapt it to what happens. to- the situ-
ation of their businesses.

‘The purpose of providing extension ser-
vices therefore are to make the actors
aware of their need to improve, to motivate
them to want to learn how to improve, to
urge them to apply their knowledge gained
form the learning process and to enable
them realize that they need to adopt that
knowledge practically to their specific
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situations, if it i1s to be of benefit to them
(Dinye and Henning, 1993: p.20).

Extension service rely on the five physical
senses of seeing, hearing, touching, smell-
ing and tasting in the delivery knowledge
to small scale enterprise actors. Consec-
quently, the models of delivery include
films shows, television, the press, radio,
exhibitions, circular letters, cine films, in-
dividual contacts, group meeting involving
group demonstrations, tours, short courses
and businesses clinics.

In many developing countries, extension
services are offered to small-scale enter-
prise actors free of charge or at a negligible
cost. Of course, any changes they would
wish to undertake, however, attracts phy-
sical cost, in that, it invariably involves
risks. The inertia to change is under-
standable since the ‘known ability to sur-
vive or change is to most people preferable
to uncertain ability to prosper through
change” (Harper in Dinye and Henning.
1993 p.20).

4.5 Market

There are four kinds of markets in which
small-scale enterprise can sell their pro-
ducts. These comprisc of the agrarian rural
market, the urban and’' semi urban cash
market, the modern metropolitan market
and the export market (Dinye and Henning,
1993: p.20). To operate in any of these
markets, small-scale enterprise encounter
myriad of problems. Consequently, the ins-
truments invoke are aimed at the allevi-
ation of thesc problems as well as en-
hancing the entrepreneurs to utilize the
market opportunities that are available.

4.5.1 The Agrarian Rural Market

Generally, rural economics in developing
countrics arc predominantly subsistence
and low-income economies. This feature
determines the nature, scale, technology
and other aspects of any enterprise contem-
plated. Incomes in rural areas are derived
from the sale of agricultural products and
occasionally from labor on public work.
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Cash incomes are meager, seasonal and un-
certain in amount. The market for smali-
scale enterprise products in this situation is
therefore characterized by periodic repay-
ment financing, irrespective of interest
rates, big arrears and even default.

The products that can conveniently be mar-
keted are simple agricultural tools, house-
hold products, simple fumniture and tex-
tiles. The opportunities that avail for small-
scale-enterprises are those using local re-
sources to produce goods and services of a
quality and a price acceptable and afford-
able by the rural population.

Business avenues are limited not only by
the low agricuitural incomes and earning
from other primary occupations, but also
by the non-industrial tradition, limited ac-
cess to material inputs, infrastructure and
low quality skills. Small-scale enterprise
promotion is therefore a challenge here.
The challenge has to do with the people in
the traditional non-market oriented back-
ground who are unwilling to change their
way of life in order to effect the upgrading
and/or expansion of their existing enter-
prise on the on¢ hand. On the other hand it
has to do with people who are in the habit
of saving and investment and are reluctant
in venturing into unknown sources of fi-
nance because of the lack of confidence.

4.5.2 The Urban Cash Market

Moving away from the subsistence rural
market economies one proceeds to the
cash, semi urban and urban ones in the de-
veloping countries. Geographically, these
arc in the form of administrative and
trading centers. In these centers the market
sources of income are diverse. Here public
and civil servants and other salaried work-
ers operate side by side with plantation and
estate managers. Alongside are also and
vendors who earn better incomes than
those in the rural areas.

The urban and sub urban market provides a
rather even flow incomes. The interde-
pendencies and gaps in the provisions of
goods and services arising from the diverse
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activities create opportunities for business
growth. The upgrading and expansion of
existing enterprises and the emergence of
new ones are possible. For instance, a car-
penter may move into building cons-
truction much in the same way as seam-
stress and a simple metal worker could en-
ter into the manufacture of clothing and
agricultural implements respectively. Ne-
vertheless, instead of the emergence of
new business, copiers penetrate into the
market thereby saturating it. However, bet-
ter transport and communication network
can affect the situation since entrepreneurs
can search and serve a larger market arca.
To survive in business or create a new
business or creatc a new business profita-
bly, feasibility analyses are therefore indis-
pensable.

Empirical rescarch has shown, that in the

urban and sub urban markets the following

conditions must be brought in place with

regard to small scalc enterprise promotion:

* High level management skills to con-
trol the investment in the expansion
and/or upgrading of existing enter-
prises as well as the creation of new
small scale enterprises, and

* Product differentiation to be competi-
tive and to capitalize on that opportu-
nity.

4.5.3 Market Area

In all developing countries, the capital city
and other high level urban places offer
market opportunitics for industrial goods
ranging from the most simple to the highly
complex ones. It is in these settlements that
most of the affluent people live and work.
They include the highly salaried civil ser-
vants, directors of corporations and
business tycoons, The market is competi-
tive one with regard to taste, price, quality
and diversity. Both modern and traditional
enterprise, large or small in scale can flour-
ish, However, the limitations confronting
small scale enterprise development in this
market structure include:
* Aninadequate knowledge of the nature
and the extent of the market by the in-
dividual entreprencur,
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» The lack of technical information and
skill to identify and evaluate the preci-
sion of the market opportunities,

* The lack of financing and scarce fo-
reign exchange for the procurement of
non-locally available input, and

= The lack of well-rounded entrepre-
neurs, although each country produces
a certain amount of natural ones.

4.5.4 The Export Market

Developing countries trade among them-
selves much as they do with the developed
nations. The implication is that for each
country, the small-scale enterprises can ex-
ploit internal and/or external market oppor-
tunities, The principal difficulty is how
entreprencurs can profitably penetrate into
the various markets.

4.55 The Instruments for Market
Promotion

A ready market for the products of the
smali-scale enterprise sector is really a fun-
damental element for its growth. The ins-
truments available for the improvement
and/or expansion of the market for small
scale enterprise goods include the fol-
lowing ones:
The creation of a national level marketing
research and development to supply
marketing services, e.g. identification of
proposed products, indication of probable
volumes of future sale, geographical
distribution of market and the features of
the product wanted,

s The establishment of marketing centers
to promote common facilities such as
product quality testing and control,
product advertisement and transport
management to facilitate distnbution,

s Extension, consultancy and marketing
advisory services to entrepreneurs,

» Rumning exhibitions, participation in
trade fairs, and propagation through
various forms of mass media,

» Distribution of goods through govern-
mental and non governmental commer-
cial houses,

s Technical and financial assistance for
process and product development to
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meet the tastes and fashions of the va-
rious market segments,

=  Making analysis as an integral part of
entrepreneur development training cur-
ricula to equip them to nose and assess
the market for the products.

4.6 Institutions for the Promotion of
Small Scale Enterprises

Both public and private organizations have
roles to play in small-scale enterprise pro-
motion (Dinye and Henning 1993: p.22).
The public and private organizations may
be a board, a corporation or department or
a complete ministry. The promotion tasks
of such an agency are various in terms of
scope tanging from the improvement
through the expansion of existing enter-
prises to the emergence of new ones. Pri-
vate organizations include saving credit co-
operatives, local and foreign NGOs and
voluntary associations. In most cases, their
title, responsibility and activities reflect
their particular promotion task.

Experience suggests a general unimpres-
sive institutional performance with regard
to small-scale enterprise promotion in de-
veloping countries. The public agencies
have severe limitations in dealing with the
small-scale enterprise programs. Their bu-
reaucratic structures, poor services and at-
titudes restrain the flexibility of the organi-
zations as well as their credibility with
small scale enterprises owners and the pri-
vate sector (Loucks in Dinye and Henning
1993: p.22). The organizations tend to be
rather smali in terms of budget and staff in
comparison to other government activities,
making it hard to appoint a head of pro-
gram of high standing thus commanding
the respect of other cooperating govern-
ment institutions. Government organiza-
tions have been mismanaged or at best
tailored towards the career objectives of
their staff that are hardly responsive to the
needs of small-scale enterprises. The pri-
vate organizations are better in terms of the
needs of performance but the unfavorable
business environment created for small-
scale enterprises by government policies
hinders progress.
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The instruments to improve the institu-

tional performance in small scale enter-

prises promotion include (Dinye and

Henning 1993: p.15):

» The creation of a national umbrella or-
ganization with autonomous decision
making and financial responsibility.

*  Encouraging the creation of industrial
workers organizations and industrial
cooperatives.

4.6.1 National Umbrella Organization

Invariably small-scale enterprise promo-
tion requires organizations with a national
status. Contemporary thinking recom-
mended the creation of a separate grant
supported body, with board of directors in-
cluding government representatives, trade
associations, chambers of commerce, com-
mercial and development banks, small en-
terprises associations and the entrepreneurs
association. The national umbrella organi-
zation requires an effective strategy for the
execution of its programs at the regional
and/or local level. The delivery agencies
that the umbrella agency can work with
might differ from community to communi-
ty. Nevertheless, they must generally be
entrepreneurtal in culture and outlook. This
should not in any case imply that be run on
profit basis or commercial lines. According
to the Xavier Institute of Social Services,

Ranchi, India, they must be (Loucks in

Dinye and Henning 1993: p.23):

* Autonomous and relatively free from
outside control,

* Ready to try out new programs and not
to be constrained by a formal system of
education,

* Able to dispose of their own financial
resources and have the discretion about
their use,

* Not excessively dependent on donor
agencies, and

* Risk bearing and adventurous.

4.6.2 Industrial Worker’s Organization
The organization is formed by the coming
together of a number of workers in an

association established on continuing, long
term and democratic basis (Austin in Di-
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nye and Henning 1993: p.23). The
objective of the organization is to promote
and defend. the interests of the members
(Dinye and Henning 1993: p.23). In terms
of membership, two kinds of such an orga-
nization can be identified. One involves
full time employed entrepreneurs and the
other part time employed enterprises.

In both cases, the area of their services is
in the categories of bargaining and pres-
sure group. Pressure group activities may
be to obtain action for local authonity to
install water and power supply plants. It
may also be for the international govern-
ment to facilitate the importation of certain
materials, tools, equipment and machinery.
In addition, they provide legal services to
defend members to take advantage of the
law of the country. This includes the set-
tlement of disputes in the event that land-
lord from his workshop evicts a tenant.
Other important services granted by the en-
terprise actors association are information
and educational services. Member are in-
formed and educated on the various aspect
of business improvement by mass, group
or individual contacts. Information on
views, aspirations and reactions of the vari-
ous members are recycled and passed onto
the organization.

The enterprise workers organization is in-

tended to perform certain other functions

termed as “special services” (Austin in Di-

nye and Henning 1993: p.23). These ser-

vices can be provided without any pressure
group action or are a direct result of such
activities. Such special service inchide

(Dinye and Henning 1993: p.23):

*  Running savings and loan schemes by
and for the members,

* Purchasing and marketing schemes for
the purchase of inputs and the sale of
products, and

* Extension services such as health care,
child care, social services and commu-
nity development activities,

4.6.3 Enterprise cooperatives

The grouping together of enterprises forms
Enterprise cooperative into a society. The
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status ‘co-operative’ is bestowed only on
those societies whose by laws provide for
complete freedom from external pressure,
for democratic operation and supervision
and a decision making process which in-
volves participation by all members. Small
-scale enterprise can evade the disad-
vantages they suffer through the economics
of scale enjoyed by larger enterprise such
as having a strong barpaining position in
the market. There are categories of small-
scale enterprise co-operative formation.
One involves the complete amalgamation
of enterprises into one unit whereby their
independent production processes  and
business operation ceases to function indi-
vidually. The other category is for the indi-
vidual enterprise that co-operates in a soci-
ety to use one or more facilities or services
only {Dinye and Henning 1993: p.24).

4.6.3.1 The Joint Enterprises Production

The joint entcrprise production co-opera-
tives are formed for technical and econo-
mics reasons. By coming together, small
scale cnterprise can make use of large-
scale plants in production, which involve
the handling of large and/or heavy raw ma-
terials and finished heavy products. One
example is gquarrying for raw material for
the production of heavy concrete products.
For quality products and a ready market
certain enterprises require many and varied
hardly attainable by one small-scale 1n-
dustry. Improved technical performance
and economies arc achicved through speci-
alization within the cooperative effort.

4.6.3.2 Common Facility Co-operative

Individually, small-scale enterpriscs are
unable to justify the provision of one or
more facilities or service. Where a large
number of small-scale enterprises come to-
gether, the formation and operation of a
common facility and the provision of the
amenity are justificd and recommendable.
The main types of facilitics which are
usually taken as basis for the establishment
of a common facility co-operative include
the following ones:
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» Purchasing and Supply Facilities.
Purchasing facilities comprise of pur-
chase against orders from members
and purchase for stock in anticipation
of orders from members. Supply facili-
ties involve pre-sales activities consist-
ing of transport from producers, im-
porters, and wholesalers to the coope-
rative store. After sales services relate
to tools, equipment and machinery.
These include an adequate stock of
spare parts, maintenance and repairs
activities. Ad hoc training course may
also be included.

* Credit Facilities. The facilities may be
short or medium term. Short-term cre-
dit is normally for working capital
such as the purchase of the raw mate-
rial until the sale of finished products.
Medium term credit is up to a few
years. The facility is usually for the
purchase of capital equipment, tools
and other fixed assets. The source of
these credit facilitics are members own
capital or borrowed capital may ema-
nate from bank overdrafts (current lia-
bilities), bank and private loans in the
form of fixed liabilities, ctc.

= Marketing Facilities, Marketing faci-
fities include the following ones:

* The procurement of orders for fair
distribution to members with ne-
gligible nisk :

= The purchasc of goods for stock in
anticipation of orders at agreed
prices. Risk are medium,

a  The purchase of goods for stock in
anticipation of orders at current
prices amounting to high business
risks.

Since individual small scale enterprise are
usually constrained to have access to such
facilities they find it necessary to enter into
co-operative action to the benefit of its
members. Other facilities whose access to
small-scale enterprise requires co-operative
action include research and development
facilitics, maintenance and repair for tools
and equipment, training and education.
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V. GOVERNMENT STRATEGIES
AND PROGRAMS SUPPORTING
SMALL SCALE ENTERPRISES

There is an emerging consensus that new
approaches are needed to improve the ef-
fectiveness of government strategies and
programs supporting small-scale enter-
prise. In the ficld of micro-finance, new
approaches have evolved in recent years,
and there is now a well-recognized body of
knowledge and practice supporting the de-
livery of financial services to the poor. The
current challenge in small-scale enterprise
development is to build on the success of
micro-finance, establishing good practices
for small scale enterprise financing and for
the provision of non-financial services to
small-scale enterprises.

Government strategies to assist small-scale
enterprises vary, depending upon the
country’s stage of development. Neverthe-
less, there are some basic principles of suc-
cessful small-scale enterprise development
strategies:

5.1. Create a level playing field

The fundamental key to a successful small-
scale enterprise development strategy is the
establishment of a business environment
that helps smali-scale enterprises to
compete on a more equal basis. To esta-
blish a level playing field, governments
need to re-evaluate the costs and benefits
of regulations that place a disproportionate
burden on small scale enterprises, imple-
ment regulations with the flexibility
needed by small scale enterprises, and
place greater emphasis on competition and
procurement policies to open small scale
enterprises access to markets,

Governments need to design a clear, coor-
dinated strategy for small-scale enterprise
development that carefully separates equity
and efficiency objectives. Public expendi-
ture should be confined to those services
and target groups under serves and for
which there is a clear justification based on
public goods or equity considerations.
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Using the methodology of micro finance,
good practice in the delivery of services to
small-scale enterprises can be judged ac-
cording to the performance criteria of co-
verage, cost effectiveness, financial sus-
tainability, and impact.

Encourage the private provision of a wide
array of financial and non-financial ser-
vices. In most developing countries, small-
scale enterprises do not have access to
institutions and instruments appropriate to
their needs. To ensure small-scale enter-
prise access to a diverse range of financial
and non-financial services, governments
should strive to develop private markets
for services suitable for small-scale enter-
prises, stimulating market development on
both the demand side and the supply side.

Through its Iending operations and non-
lending services, the government and ano-
ther stakeholder in developing countries
should support small-scale enterprise deve-
lopment, by:

* recommending necessary policy and
institutional reforms to improve the
business environment facing small
scale enterprises—for example, in the
regulatory and legal framework go-
verning competition, investment, com-
mercial transactions, labor regulations,
taxes, property rights, and procurement
procedures;

*  designing and implcmenting methods
of gathering systematic information on
small scale enterprises that can be used
to determine small scale enterprises
opportunities and constraints, identify
target groups for assistance, monitor
the impact of policy reforms on en-
terprise performance, and evaluate the
impact of interventions;

= developing strategies to reduce the
risks and transactions costs associated
with lending to small scale enterprises,
and to strengthen the capacity of the
formal financial system to serve this
segment of the market;
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v developing markets for the private pro-
vision of a diverse set of non-financial
services by building upon existing pri-
vate initiatives, and by involving the
private sector in the delivery of ser-
vices supported by the public sector;

» improving the performance of publicly
provided services, with the objective of
achicving high impact as well as fi-
nancial sustainability over an esta-
blished period of time.
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