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Small Businesses Development 

INTRODUCTION 

The development of small businesses (1) in Jamaica 

is a very important segment of this Government's industrial 

develo~ment policy. The justification for emphasising their 

promotion is provided by their features and the important 

social and economic objectives served, 

a, Objectives 

( a )  Stimulation of indig,enous entrepreneurship. 

(b) Transformation of Traditional skills, 

Certain traditional businessmen need 

only to improve their marketing ability. 

Others need only to be encobraged to 

undertake new lines of service or 

manufacturing activity to fit in with our 

cnanged local needs. 

(C ) Creation of Employment, 

Many small businesses lend themselves to 

the use of capital-saving methods. The 

capital investment per person is low. 

These factors, therefore, make them 

effective means of tackling our unemploy- 
I .  

ment problem, 

( d l  Dispersal of industry. 

Small businesses make use of smaller 

concentrations of raw materials and serve 

limited markets. They have the potential 

to utilise cheaper labour to manufacture 

components under sub-contracting arrange- 

ments with bigger enterprise in the urban 

No one criterion adequately describes a small business. In 
this context theiNPA definition is adopted, meaning either T 

\ 
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( a )  where the major shareholder is involved in 
the core of the business possibly as owner- 
manager, operater end accountant in one; or 

(b) where the value of total assets does not 
exceed $20,000 and the annual turnover $100,000; or 

( c )  loan financing is not required in excess of $50,000,, - - - 

areas. . Generally, small businesses have greater location~l 

flexibility and can,, therefore, be used more 

easily to achieve industrial dispersal, 

(el ~iversification 

Small businesses &re useful in diversifying the , 

structure of industry, Where demand of a product 

is limited, production on a small scale is very 

often the only alternative to imports and thus 

small businemes would facilitate the process of 

import substitution, Similarly, large scale 

industries may require components and parts which 

are umconomic for production on a large ~cele, 

but quite feersible an a small scale, This type 

of ancillary developmpnt contributes to the 

strength and stabilisation of both large and small 

scale industries, 

(f) Utilisatfon of resources 

Small businesses help to tap resources which would 

otherwise remain unused, Very often the capital 

invested cmlas from family savings which would 

otherwise remain idle or from diverting funds from 

luxury expenditure. 

Small businesses can also make use of raw 

materials available in certain localities or by- 

products of large enterprises which would normally 

have remain unused, 

3,  In pursuit of a programme of development for this ses- 

tor, we have recognised that the most serious handicaps are - 
( a )  the need for loan assistance; and 



(b) the lack of industrial extension and 

managerial services including marketing, and 

the following account of the performance of 

the two principal agencies responsible for 

small business development shows the efforts 

being made to overcome these handicaps, 

LOAN ASSISTANCE 

4. The Small Businesses Loan Board (SBLB) was 

established in 1956 primarily to provide loans for the 

development and improvement of small businesses, At the 

inception of the Board, the loan ceiling was $1,000, Since 

then, in response to pressing needs, the ceiling was lifted 

as follows: 

Over the years, the SBLB has become a self-sustaining institu- 

tion with no Government financial assistance beyond the 

provision of capital at concessionary interest rates, 

- The Data in Table I attached shows that during the 

period 1972 - 1975, the number of applications increased from 
621 in 1972 to 955 in 1975, Notealso* that of a total of 

2,623 applications received during that period requiring 

financing of $14m, only 985 applications were financed 

totalling $4,9m and generating approximately 3,000 jobs, 

5 .  In 1973, of an amount of $816,000 requested, 

Government was able to provide only $100,000, An authorised 

overdraft of $250,000 and collections of some $510,000 

enabled the Board to help a few businessmen hit hard by the 

austerity measures at that time, These loans enabled the 

creation of em~loyment for 500 Dersons, 
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$250,000 from Government in liquidation of the previous 

year's overdraft, Again collections of some $490,000 kept 

the Board going but progress was severely hampered by lack 

of sufficient funds to keep pace with the rapid inflow of 

applications as well as a slowing down in the finalisation 

of loans due to increased import restrictions, Towards the 

middle of the year the receipt of budgetary provisions of 

$470,000 together with the first instalment of $238,500 from 

a total of $lm made available by the Bank of Jamaica through 

JDB enabled the Board to finance 168 loans valuing $787,620, 

creating employment for 800 persons, 

7, In 1975, the Board received 955 applications 

requiring financing of $6,8m, 436 of these were actually 

financed at a value of $2,4m and provided employment for over 

1,000 persons, This was made possible through Government 

grants of $1,7m (the largest allocation made to the Board SO 

far) and from collections from repayments on loans of $668,660, 

Approximately 33% of these loans were made available to rural 

businessmen, The main areas to which these loans were dis- 

bursed are shoe manufacturing, catering, garment manufacturing, 

woodworking, metal fabricating, fishing and mechanical 

engineering, 

8.  Between April and June this year the Board received 

179 applications requiring financing of $1,4m, 101 of these 

were approved and financed at a cost of $807,250, generating 

employment of eome~3QO'petsons. 

9, At present, the Board has on hand 1,028 applications 

requiring financing of some $6,7m with opportunities for the 

employment of some 2000 persons, hrfeh khir year's 

Government grant amounting to only $lm and estimated . 
collections of the Board of some $%my a sizeable amount of 

funds to fill the gap will have to be made if full use of the 

potential employment in this sector is to be made, 



Other Financial Institut$ons 

10. Note that the flow of applications to cne SBLB 

continues while assistance to small businesses are available 

from other financial institutions, The Venture Capital 

Window at JDB was designed to place additional and special 

emphasis through granting of loans up to $50,000. Late 1974, 

when $10m worth of special funds were provided by the Bank of 

Jamaica through the JDB for financing in Industry, a total 

of $lm was earmarked for small businesses, In 1975, a special 

financing scheme announced by the Prime Minister in Phase 2 of 

his economic package provided a further 83m in loans to small 

businesses with the Bank of Jamaica guaranteeing $lbm covering 

the risks of credit to small businessmen, The objective here 

was to enable the small businessman who had difficulty 

obtaining credit from commercial banks to borrow a maximum of 

$25,000 at a special reduced rate. Small businesses are often 

owned by persons with limited resources and who, very often, 

are not in a position to satisfy the collateral requirements 

of banks, Commercial banks tend to adopt a conservative 

attitude in assessing the credit-worthiness of small enter- 

prises and are inclined to impose stricter conditions on 

advances to them. Government has, therefore, provided 

guarantee  overing the risks of credit to small enterprises so 

that commercial banks can be encouraged to liberalise the 

terms of credit to small businesses and to extend the service 

to a larger number. 

11. The SBLB provides industrial extension services on 

a limited scale to its debtors but it has no mandate to provide 

such services in cases where it has no application for a l?an 

or a loan outstanding. 

INDUSTRIAL EXTENSION SERVICES 

12. The Small Industries Development Division (SIDB) of 

the Jamaica Industrial Development Corporation (JIDC) was 



established in 1972 to provide industrial extension services 

to existing small industries irrespective of their source of 

financing and to promote the establishment of new small scale 

industries, 

PROJECT DEVELOPMENT 

13, SSDD has, und&taken a number of feasibility studies 

and has carried out investigations for small industries in 

factory lay-out, accounting system, costings, marketing, raw 

material assistance and management services, The majority of 

feasibility studies are done in respect of loan applications 

submitted to the SBLB and the JDB. 

14. In 1975, SIDD developed 174 projects involving funds 

o f  $1,5m with approximately a1% of these projects established 

outside the Corporate area, This law level of development of 

projects has been attributed partly to the inability of 

existing agencies through limited financial resourcep to meet 

the substantial increase in the demand arising from Government's 

increasing emphasis on small businesses, In addition, SIDD hass 

undertaken the identification of new industries, particularly 

in the rural areas with priority to small agro-industry, They 

have begun to build a national profile of industries to be 

developed throughout the Island, Sample feasibilitias have 

been done for six (6) projects in Portlang, four ( 4 )  in 

Clarendon and three ( 3 )  in St, James involving a range of 

activities including food processing zarment manufacture and 

woodwork. 

15, The Division participated in Money Management Week 

and together with the SBLB and the National Savings Committee 

did promotional work in three parishes - St, James, Portland 
and Clarendon, Twenty-five ( 2 5 )  investors were identified, 

twenty (20) of which were processed for loan applications. 

Sixteen (16) are now established and are in operation, On the 

basis of this initial success, a similar exercise was conducted 



Marketing, 

16. Many small businessmen are frustrated and fail as a 

result of their inability to reach the market place, Through 

SIDD, some effective progress has been made in this area, 

Specific areas of assistance were in the establishment of the 

Association of Toy Manufacturers (ATOM) and launching of two 

toy expositions, establishment of a marketing Cooperative in 

May Pen, the presentation and distribution of a range of products 

including insecticides and.rat bait, local wines, straw bags 

products of coconut shells, colouring books and ackee plaques. 

The Division continues to offer limited services by negotiating 

direct outlets for products. 

Acquisition of Raw Materials 

17, In the area of raw material assistance, SIDD has 

developed a scheme for the bulk-purchasing of raw materials on 

a duty free basis for small manufacturers, During the year, the 

Raw Material (Acquisition and Supply) Society was legally 

established to operate under the guidance of SIDD with seventeen 

(17) members at present approved to benefit from the scheme and 

the first import licence for raw materials approved. The 

services of the scheme will extend to the acquisition of 

machinery in bulk in view of the savings on capital zosts which 

can be effected, The Division has so far acquired machinery for 

a number of small enterprises, thus contributing not only to 

savings on capital outlay but also savings of foreign exchange. 

Manaqement Services 

18, During the year, SIDD established full management 

services. At the outset, services offered related directly to 

record keeping, engineering assistance and development of a 

training programme, Thirty-nine (39) enterprises received 

accountin9 assistance, fifty-two (52) received production and 
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machinery advice and ten (10) for factory lay-out and design, 

thirty-eight (38) persons were trained in Salesmanship in 

Westmoreland,they 5n turn assisted .the Small Business 

Development Centre with three training programmes, 

19, The year 1974/75 thq department gained much experience 

from identifying and coping with the problems in this sector, 

The year 1975/76 saw the implcmentat40n of services to alleviate 

these problems. 

With the vast number of small enterprises in Jamaica, 

with the escalation of demand for SIDDs services and the 

realisation that because certain of their features lend 

themselves very readily to quick development now urgently 

required for t h ~ a n a m y  's recovery, it is more than imperative 

to Cap the services of all existing agencies and institutions 

t a  continue or add to existing programme special assistance to 

small enterprises an,d to establish strong communication link 

with the small man. 

20, As an effort in this direction, the Division published 

the following pamphlets which set out guidelines procedures and 

services offered for small businesses. 

- So you want to start a small business 

- Small Business Aids 

- The Professional 

Direct exposures were carried out for 

- Afrojam - woodwork 

- Meggiels Footwear - shoe 

- Third World Engineering - metal casting 
- Greenlight Batteries - battery 
- Guild embraideries - embroidery 

The Division is moving further into the traditional media of 

the radio and newspaper in creating public awareness on small 

business development. 



Small Business Complexes 

21, Government has been providing factory space to small 

industrialists. The Marcus Garvey Complex in Kingston 

(46,153 sq,ft,) is now fully occupied, Since its opening, 

employment has increased some 200%. Complexes at Glendevon 

in St, James (23,000 sq,ft.) and Manchester Square, Kingston 

(22,800 sq,ft,) are to be opened shortly, These complexes 

have provided accommodation for 46 tenants and some 700 workers. 

Other complexes are being planned for May Pen, Port Antonio and 

Manchester, 

SMALL BUSINESS DEVELOPMENT AGENCY (SBDA) 

22, The proposed establishment of the SBDA is the key to 

the final co-ordination of all these services to small 

manufacturers, It aims to achieve - 
more effective use of finance and specialiaed 

personnel in small business development, 

Work is now proceeding with the legal establishment 

of the entity which in its first phase involves the amalgamation 

of the SIDD and the SBLB, A phased programme has been worked 

out and which we hope will be completed by the end of thYs 

year, Already, the SIDD has begun the identification of new 

industrial activities placing emphasis on priority areas which 

are contained in the Industrial Green Paper, To this end, 

SIDDs staff will be strengthened and in addition to identifying 

projects will also unearth those small manufacturers already 

making a contribution and require help, Under the new Agency, 

the scope of Technical, Accounting and Managerial and ~inancial 

Services will' be expanded considerably. 

9, J. pal-tegson 
Minister of Industry, Tourism & Foreign Trade 

5th July, 1976 
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T A B L E  I - - S M A L L  - B U S I N E S S  

YEaR BUDGET PROVISION FROM 

I FINANCIAL YEAR LOANS (NET) 

1 1972 1 72/73 - 300,OOO B/F Jany 72 - 145,235- 1 410,724 

TOPAL CAPITAL 

AVAILABLE FOR 

LENDING 

-APPLICATIONS FOR LOANS 

I 6 , ~ , ~  
Projected 

APPLICATIONS ' 

ACTTJ&LLY 1 

APPROVED 
I 



L 

ions financed more than the cap i ta l  avai lable  
a& some loa oved i n  1972 were actual ly  paid out i n  1973. 
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