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Executive Summary |
|

Thisstudy sought to identify the problemsfacing small enterprises; the support
services provided to them; the impact of Israeli measures on the performance
of these enterprises,; their needsin the areas of management, finance and ancillary
services which may enhance their performance.

Theinterest in small enterprises springs from the positive impact they have on
the development of national economies. As a result, most countries of the
world—devel oped and devel oping — have adopted policiesand special programs
aimed at encouraging and supporting small enterprises. However, in spite of
this interest, there is no consensus definition of what constitutes a small
enterprise. Small enterprises have several characteristics and advantageswhich
distinguish them from large enterprises. These include ease of establishment,
independence and flexibility of management, the potential to create job
opportunities and ability to adapt to new developments and changes, their
dependence on self-training, high quality of production, the geographical spread
of industrialization, short period of return oninvested capital. In addition, small
enterprises play as important a role in the economic development process as
large enterprises. They contribute effectively and primarily to this process
through their influence in rendering macro-economic changes which represent
gross national product, saving, investment, consumption and exports.

To undertake the study, 251 questionnaireswere compl eted between 15-30 June
2004 in the northern West Bank governorates of Nablus, Jenin, Qalqilya and
Tulkarm. The sample of the study was limited to four activities: carpentry and
furniture, car mechanics (including car painting and repair) smithery and food
industries (excluding bakeries). It was found that 98% of sales of the sample
enterprises were directed towards local markets and in the case of the food



industries, this figure rose to 100%. It was also found that 35% of enterprises
depended on persona promotion and a network of socia ties, with some 90%
of enterprises depending on direct distribution channels. The study also found
that 58% of enterprises depended on competition based on quality while 20.6%
depended on price competition.

The study found that the economic activities of the sample firms have dropped
significantly since the Al-Agsa | ntifada started in September 2000. Production
capacity utilized in the first half of 2004 was 25% as opposed to 83% before
theintifada. Profits had also plummeted by 65% against pre-intifada levels.

One-third of the firmsin the study sample had received support servicesin the
field of training for some of their employees. However, 68% of owners said
that they were dissatisfied with the quality of these services. Moreover 43.3%
of firms, in the sample, did not belong to a trade union for representation
purposes. The main reason attributed by the firm's owners was a lack of
confidence in the ability of trade unions to provide support services to their
members. The majority of businesses depended on self-financing sources
(personal savings), and 85% of business had been self-financed. The enterprises
alsofaced difficultiesin obtaining finance, in part because too many guarantees
wererequired by financing institutions. The study found that 95% of investigated
enterprises were in need for financing which averaged $17,000 per enterprise.

The small enterprises questioned were found to be suffering from awide range
of problems: machinery, production, marketing, pricing, distribution, raw
materials, labor, finance, debt collection, number of currenciesin circulation,
and government procedures. Future needs in the field of training were also
investigated. It wasfound that therewas aneed for training in marketing, pricing,
production, promoation, distribution, accounting, storage, purchases, legal issues,
management and finance.

In light of the findings of the study, the researcher came up with a number of
recommendations to enhance the participation of small enterprises in the



economic development process. One recommendation is setting up a public
authority responsible for supporting and developing these enterprises and
supervising their activities, leading to a conducive environment for the
establishment of more such small businesses. Another suggestion isto form a
financing system to assist small enterprises with supporting banks providing
specialized credit programs to them, or to establish a bank to finance and
guarantee credit risksfor small enterprises, and devel op the powers of chambers
of commerce, trade and industrial unions.






| ntroduction |
|

A country’s economy consists of a number of institutions which make use of
available human and natural resources to provide goods and services which
accumulate capital and create national wealth. The major activities in the
economy aredistributed among various sectorsincluding the private and public
sectors. Networks of large, medium and small businesses are established to
carry out al these activities. There is a consensus that small and medium
enterprises are a basic source of economic growth, forming abasisfrom which
large economic institutions spring (Al-Abedeen, 2004).

Theimportance of the small enter prises springs from the following:
¢ There is a consensus among politicians and economists that small
enterprises are a huge developmental force in the national economy of
any country in the world.

& Thereisaburgeoning trend among international donor agenciesaswell
asregional and international organizations, to provide specialized small
enterpriseswith technical assistance and resourcesintended to promote
self-reliance.

¢ Most countries of the world, both developed and developing, have
started to encourage policies and programs aimed at supporting and
encouraging these enterprises.

¢ Giventheincreasing roleof the small enterprise sector, and in an attempt
to monitor the problemsfacing it and itsfuture needs, Bisan Center for
Research and Development initiated this collection of field data on
small enterprisesin northern West Bank. The study aimed at identifying
the difficulties facing small enterprises and the support services
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provided to them. Further, this study sought to find out the impact of
Israeli measures on the performance of these projects, and identify
their needsin termsof management, finance and support serviceswhich
may help improve performance.
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Sample and Methodology |
|

For data collection, 251 questionnaires were completed in the northern
governorates of Nablus, Jenin, Qalgilya and Tulkarm between 15-30 June
2004. The sample was limited to four economic activities: carpentry of
furniture, car mechanics (including painting and repair) smithery, food
industries (excluding bakeries).

The sample was chosen on the basis of visitsto key concentration centersin
which the firms were located. We tried to get lists of names of firms from
unions which represent the sectors involved in the study but no such lists
exist. Therefore, the sample was not randomly chosen in the scientific sense.
Nevertheless, we believe that the results can be used to generalize on the
other remai ning establishments operating/involved in study’ s subject activities
sincethe problemsthey suffer and their needsare largely similar. The number
of employees was taken into consideration as a criterion for the size of the
enterprise and the sampl e covered the enterprises which employ lessthan five
workers. The data, collected by well-trained researchers, was checked and
sorted using SPSS. In this study, the researcher used the descriptive methods
to conduct dataanalysisincluding percentage frequency and crosstabulations
among significant variables.
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Concept of Small Enterprises |
|

To beginwith, thereisno general consensus on one definition of what constitutes
a small enterprise. For example, a small enterprise in America is would be
considered a large enterprise in a developing country. Even within the same
country, the evaluation of an enterprise varies according to the situation the
country’s economy is experiencing. Thus a business considered large at one
stage might be defined as a small enterprise at another stage of economic
development. The concept of a small enterprise aso differs from one country
to another given differences in the potentials, capabilities, socio-economic
conditions and stage of growth of the enterprise.

Generally, a small project or business is defined according to a number of
guantitative measures of size, employment, value of assets, volume of sales or
value added. However, given the various characteristics of economic activities,
several implications have emerged in these standards. For example, the
employment criterion neglectstherest of production elements particularly capital
and production technology. The same applies to the capital where quality and
quantity of other production elements are neglected. Nor do sales necessarily
reflect size of production activities carried out by the establishments since the
role of the project or enterprise islimited to simple production processes such
as packaging, packing, bottling in containers of various sizes. Thusan enterprise
may seem small in salesbut large in value of assets, or large in assets but small
interms of employment. The value added, theoretically, isthe best measure for
it avoidsthe problems of the previous measure. However, all measures and the
other monetary measures (sales and assets) are affected by fluctuation of prices
thus necessitating their re-evaluation to measure the real changes in size of
enterprises. Another shortcoming in quantitative measureistheir negligence of
quality characteristicswhich distinguish small enterprisesfrom large enterprises.
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To avoid the shortcomings of quantitative measures in identifying small
enterprises, a definition was introduced to reflect the quality characteristics of
projects or small businesses. Under this, a small enterprise is defined as “a
business managed by its owner(s) [which] is largely personal in nature and is
largely local limited to the area in which it operates’. That is, the enterprise
depends on the local market to sell its products. Further, the enterprise is
relatively small insizeintermsof the activity it belongsto and the small size of
itscapital and small volume of production. Besides, thissmall enterpriselargely
depends on internal sources for financing capital in order to grow (Bombak,
1989, p. 4). Others define asmall enterprise as one that primarily hinges upon
its management independence, limitation of number of workers, limited capital,
its dependence on simple/low technology, limited organization, employment
and low production (Al-Abdeen, 2004).

The following are examples of different definitions of small enterprises in
different countries. One definition is according to number of employees and/or
size of invested capital (First Arab Forum for Role of Small and Medium
Industries in Economic Development, 1998; Muhanna and Abu Baker, 2001).
The United Nations Organization for Industrial Development (UNIDO) defines
a small enterprise as one managed financially and administratively by one
person. He/she is also in charge of al related to the enterprise. According to
UNIDO, such abusiness 10-50 people.

TheWorld Bank defines small enterprises asthose establishments or businesses
employing 10-50 employees. For the Japanese, a small enterprise is one that
employs less than 300 people or has capital of 100 million Yen (for industrial
firms) or lessthan 30 million Yen for wholesal e trade companies, and less than
50 workers and 10 million Yen for retail trade companies, and less than five
workersin the services sector. In the United States, small enterprises are those
employing less than 500 workers whereas in South Korea, small enterprises
are those employing between 20-300 employees. The Canadian definition of a
small enterprise is one that employs 500 workers in the industrial sector and
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one employeein the services sector. In Saudi Arabia, small enterprisesarethose
employing between 50-200 employees and investing between 20-50 million
Saudi Riyal or $4.5million-13.5 million. In Egypt, asmall enterpriseisonethat
invests one million Egyptian pounds, or some $294,000 dollars. In India, a
small enterprise has 50-100 employees and a capital of $148,000 while in
Malaysia a small enterprise has 75 employees and an invested capital of
$960,000. In Ethiopia, asmall enterpriseisonethat employs 50 employeesand
invests $48,000 whilein Indonesia, asmall enterprise employs5-19 employees
and investslessthan $267,000. A small enterprisein France has 50 employees,
whereas in Australia, a small enterprise has less than 100 employees in the
industrial sector and less than 20 employees in the services sector.
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Characteristics and Advantages
of Small Enterprises

Small enterprises have anumber of characteristics and advantages which make
them more suitable for the economic conditions of some countries and more
appropriate for theform of economic activity that has overlapping relationships
in some sectors within the country. The characteristics can be summed up as
follows (Al-Abedeen, 2004):

1. Ease of establishment

Small enterprises, with their simple organizational and administrative
structures, are characterized by low value necessary capital for establishment
and operation. Accordingly, the need for loans is limited as are the risks,
thus facilitating the establishment and operation of such firms. This aso
qualifiesthem to become effectiveinstrumentsto attract individual s savings
and employ them in production. In addition, the procedures for the
establishment of small enterprises are relatively easy and less costly than
for their larger counterparts

2. Independence and flexibility of management

Management of most small enterprisesis concentrated in the hands of their
owners. Therefore, they are characterized by flexibility, since it isin the
interest of proprietorsto achievethe best successpossible. Thisalsoimplies
the following:

& Simplicity of organization used and ease of getting consultancies and
new expertise.
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¢ Low administrative, marketing and fixed costs such as rent and
depreciation. In addition, workers wages are also low, enabling small
enterprises to price goods and services lower.

& Lessred tape, short production cycle and paper work, high standard of
effectiveness in communication, speed of obtaining necessary
information for work.

¢ Clear-cut plans and flexible policies, simplified work procedures.
Small firms are characterized by high levels of personal contactsin
daily internal administrative activity through direct contact between
enterprise owners and employees in these firms. This close contact
within small enterprises has a direct impact on the level of
productivity.

¢ Personal relations in these enterprises are realized in the external
surrounding through personal ties which emerge between owner
or manager of the small enterprise and customers and the
surrounding environment. This has a direct effect not only on
maintaining the market of the firm but also on its development
and expansion.

3. Job Creation

Given their use of unsophisticated methods of production and operation and
their dependence on intensive labor, these firms help in providing a large
number of job opportunitiesfor employees. Close and direct contacts between
owners and workers are possible. Owners keep abreast of employees
conditions and strengthen personal and human relationships among them,
which can have a positive impact on productivity. These firmsallow alarge
number of job opportunitiesfor different levelsof skilled labor at low capital
cost. This guarantees absorption of workforce which has different skills and
different productivity levels.

-18-



4. Potential to adapt to changes

Low costs, simplicity of production techniques and flexibility of management
and operation enable small enterprises to adapt rapidly to changes in, for
example, consumers' tastes and desires, while large firmsfind it more difficult
to change plans, programsand product lines. The small enterprises’ potential to
adapt changes can be seen in the following:

¢ Small enterprises have the potential to change workforce structure or
production, marketing or financing policies to face dramatic or deep
changes without hesitation, thus helping them to overcome economic
upheavals or cycles and otherwise.

& They have the ability to modernize and innovate quickly particularly in
differentiating goods, packaging, and packing quickly in line with
customer desires and at a rate that surpasses sometimes their large
counterpart enterprises. They also have the freedom to enter or leave the
market due to the low fixed assets:total asset ratio in most cases.

Small enterprises also have a high capital:total liabilities ratio and enterprise
owners equity, thus making it easy to take decisions regarding entering or
leaving the market.

5. Self-training instrument

Given that the burden of financial, technical, administrative and
operational tasksliein-house, thefirmsare considered self-training centers
for both employers and employees. Thisadvantage allowsthem to acquire
further knowledge and get more information and know-how. As such,
these small enterprises become “fertile soil” for creating and developing
a cadre of regular employees who form the basis for the increase of
successful investments and expansion of a variety of opportunities in
production potentials.
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6. High quality of production

Given their dependence on specific and specialized business areas, small
enterprisesare mostly characterized by accuracy and quality which accompany
specialization and business concentration. Work in small enterprises depends
on professional skills and production design, as dictated by fluctuations in
customer preferences. This in turn improves incentive-led productivity,
innovation, creativity high levelsof personal responsibility among employees,
desire for recognition. In turn, this leads to an increase in profitability as a
result of the increase in volume of sales. Personal communication with
customersimproves accuracy and accel erates the identification of changesin
customer needs and demands.

7. Under standing the local market

Small enterprises meet the needs of end consumersaswell aslocal intermediary
consumers. In so doing, they are controlled by the following:

¢ Limited markets. Small enterprises meet the desires of a limited and
distinguished number of consumers, thus allowing quick coverage of the
market and identification of purchasing habitsand consumption behaviors.

& Attractivetolow and medium income households. Small enterpriseshave
flexibility in product sizing and can package goodsin small size containers
to meet basic needs at affordable prices.

8. Spread of industrialization

Small enterprises, furthermore, are an instrument of spreading social and
economic development as they lead to a concentration of craftsmen and small
manufacturersin urban areas. Asaresult, the establishments of small enterprises
canlead to anincreaseinindustrialization in the areawith the small enterprises
becoming afocal point other new industries. Assuch, small enterpriseswork to
expand industrial development horizontally and vertically.
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9. Short period of production cycle

Small enterprises are characterized by short production cycles and high
turnover enabling them to overcomethe lengthy period of return oninvested
capital and accordingly reduce individual investment risks. However, it
should be remembered that opportunities for expansion and creativity in
these small enterprises are weak because of thelow volume of realized profit.
Thisleads to weakness in the ability of small enterprises to allocate part of
the profit for re-investment or for rebuilding or modernizing the business.
Thisis considered a major shortcoming in the growth mechanism of small
enterprises particularly since they depend on the personal finance of owners.
Small enterprises aso lack the potential to borrow substantially and don’t
receive government financing.
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Role of Small Enterprisesin
Economic Development Process

Small enterprises occupy aleading role in economic development process, every hit
as important as their larger counterparts. The economic nature of small and large
enterprises suits certain economic activities. If small enterprisestake the on therole of
thelarge companies, they will [osethe element of economi ¢ efficiency, wasting national
economic resources. Therefore, small enterprises specialize in certain economic
activities which they perform at a high degree of efficiency (Al-Abedeen, 2004).

Small enterprises contribute effectively and significantly to the economic
devel opment processthrough their influencein key macro economicindicators
including Gross national product (GNP), saving investment, consumption,
and exports. Thefollowingisabrief outline of theinfluence of small enterprises
in al these indicators.

1. Enterprises have athree-directional influence on GNP.
A. They provide goods and services either to end users or intermediate

parties, thus increasing the country’s national income.

B. They achieve arise in the productivity rates of the production factors
employed in comparison with government general employment work.
They also represent a conducive environment for creativity and
innovation, thus increasing worker’s productivity.

C. They contribute to reduction of losses and waste at the national level in
two aspects:

e Theseenterprisesbenefit from external economiesof large projects.
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In addition, they achieve external economies of scal for large
enterprises at the same time.

e They speed up the sales cycle, thus reducing the costs of storage and
marketing. This in turn helps in the delivery of consumer goods at
the lowest possible cost.

All these factors combined lead to an increase in the size of GNP and
diversification by including several aternative or complementary products.

2. Regarding saving

Small enterprisesare considered production unitsand consultancy centerswhich
work to mobilize the private savings of individuals to employ them in the
development of national economy. Furthermore, these enterprises absorb
surpluses of unused funds and savings of small savers by using them in
production, service investment, employing, developing, and involving themin
profit making. That is, these enterprisesare considered an additional channel to
attract savings to contribute to the financing of investment at the national
economic level, thus increasing contribution of private/personal saving to
financing devel opment and reducing dependence.

3. Regarding investment

These enterprisesare characterized by high rate of capital cycle (rotation), thus making
them the corefor large projects particularly in the industrial sector whichin turnleads
to an increase in the volume of total investment in national economy. This secures
high rates of economic development through investment and the labor multiplier.

4. Consumption

Employees in the small enterprises receive low wages in comparison with
their counterparts in large enterprises. The marginal propensity to consume
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the products of small enterprises is high among low-income people (The
marginal propensity to consume is the amount of increase in consumer
spending resulting in anincrease in cash income by one monetary unit.) This
situation, accordingly, leads to an increase in total demand in society and an
expansionin cycle of spending, production and investment. Thisin turn leads
to an expansion in economic activity cycle within the community and an
increase in rate of growth.

5. Exports

Small enterprises have proved that they are well placed to “invade’ foreign
markets and contribute to the increase of exports, bring in hard currency,
aleviating deficitsin the balance of payment. Further, they have contributed to
creating a surplus in balance of payments in some countries. Small industries
can also contribute effectively to boosting exports of many products through
the development of modern small industries, which supply the local markets
with consumer products, to be produced for foreign markets. To thisend, small
industrial firms have to be given orientations on techniques of production,
technical assistance and necessary economic management. It'salso possibleto
help them change production programs by introducing household and craft
industries in line with the needs of external markets, consumer’s desires and
tastes for hand-made traditional products.

Experiences from industrialized and developing countries have proved the
importance of small firmsin increasing exports. In Japan, small and medium
enterprises account for 30% of the country’stotal industrial products. Thisisin
addition to indirect exports which account for 20% of total exports of large
industrial firms. Some 17% of small and medium Japanese enterprises are direct
exporters. In France, 9,000 small and medium firms and 15,000 craft firms
account for 27% of the country’s total exports. Direct investments of small
enterprisesrepresent 10-15% of French total investmentsabroad. In Italy, small
and medium firms account for 47% of total exports.
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Furthermore, small enterprises have a positive effect on the course of the
economic cycle in two directions concurrently. Firstly they contribute to the
creation of new jobs at low capital cost, thus contributing to the alleviation of
joblessness. In addition, these enterprises produce a new class of leadershipin
society. Secondly, small enterprises contribute to the reduction of inflation by
putting an end to non-productive transfersthrough their absorption of investment
and economic employment.

Thisdual impact of the small enterprises on unemployment and inflation makes
it suitable to encourage more firms to enter this economic activity provided
that organizational rules are there to guarantee their continuity, presence and
practice of this positive role.
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Distribution of Sample Firms |
|

The sample of the study waslimited to the northern West Bank governorates of
Nablus, Qalgilya, Tulkarm and Jenin. The subjects completed 251
guestionnaires: 40.5% in Nablus, 24.6% in Tulkarm; 24.4% in Jenin, 10.5%in
Qalqilya. Theenterprises, at thegovernoratelevel, weredistributed asfollows:
20% werein Jenin, Tulkarm and Qalgilyaand 40% in Nablus. All firmsin the
sample were managed by men, 30.3% of whom had completed preparatory
education; 49.4% of whom completed high school; 11.6% had a diploma, and
8.8% of whom had university degrees. On average, the managers had 21 years
experience. The average number of employees in the sample enterprises was
four. The enterprises were selected from four major groups: furniture and
carpentry (22.7% of firmsin the sample); smithery (22.7%); food (25.5%); car
mechanics (29.1%). Some 83.2% of the samplefirmswereinvolvedin producing
finished products, 10.4% intermediate goods, while the rest were involved in
packaging and bottling or amixture of activities. Most of the sample enterprises
(88%) had telephone lines, 9.2% had fax services, 10.8% had computers and
3.2% had internet access.
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Marketing and Competition |
|

In this study, marketing outlets were divided into two: the local market
and the Israeli market. It was found that 98% of sales were in the local
market. Inthefood industries, all saleswere directed towardsloca market.
Thiswas an expected finding given the small enterprises’ dependence on
local marketsto dispensetheir products. In the case of service enterprises,
the projects production cannot be exported to other countries or cannot
betransported. In other cases, such aswith carpentry and smithery products,
the cost of transportation does not justify its marketing in locations far
away from project site.

It was found that 35% of enterprises depended on personal promotion
(personal selling) and on a network of socia ties; 19.2% depended on
advertisements in newspapers, on local radio and TV stations; 16.7%
depended on their catalogs for promotion of products; 13.4% depended
upon display of products in exhibition stores belonging to the
establishment; and 16% of enterprises depended on a mixture of the
aforementioned tools to promote their products.

Channels of distribution for the sample firms were divided into direct
salesto consumers, to wholesal e traders, or through an agent or amixture
of all methods. Given the nature of projects studied, direct sales to the
consumer was the predominant method of product distribution, with 90%
of the enterprises depending on this method as opposed to 5% which
depended on retailers. The remaining enterprises depended on different
methods to sell their products.

Themethods of competition weredivided into four groups: superior quality
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of product, lower price, credit facilities for payment, and after sales
services. It was found that 58% of enterprises depended on quality
improvement asameansto compete, 20.6% depended on price competition,
10.5% depended on after sal e services and 14% depended on credit facilities
for payment as means to attract customers. Methods of competition also
varied from one activity to another. Food industries depended more than
other economic activities on quality competition (78% of enterprises). In
contrast, carpentry and furniture workshops depended more than others
on credit facilities (25% of enterprises). Car mechanic stores depended on
after sales services a means to compete with other firms.
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| mpact of |sraeli Measures
on Small Enterprises Sector

Like other economic sectors, the small enterprise sector was hard hit by
the tough measures and policies Israel has employed to quell Palestinian
resistanceintheAl-Agsalntifada. Since September 2000, I srael has closed
down all access to the West Bank and the Gaza Strip; isolated Palestinian
population centers from each other transforming them into cantons; and
placed severe restrictions on travel to Jordan, Egypt and across the Green
Line, frequently closing border crossings completely. In March 2002, Israli
carried a large-scale offensive into Palestinian self-rule areas. At present,
al villages, towns and cities in the West Bank and Gaza Strip are under a
new Israeli military occupation.

The Israeli measures and policies have exacerbated the problems facing
Palestinian economic establishments. Demand for Palestinian-made
products, in local and foreign markets, has dropped significantly while
costs of production, imports, transportation, distribution and marketing have
al increased. At the same time, the military operations have led to the
paralysisof economiclifeinall Palestinian Territories (Nasser, 2002; MAS,
2003). All these ramifications have led to a weakness in business sector
performance and competitive ability, forcing tens of firms to shutdown
after failing to overcome the difficulties caused by the repeated storming
of the Palestinian Territories. Israeli has attacked and destroyed hundreds
of workshops and businesses. According to recently published data, some
174 factories and industrial workshops were totally or partially destroyed
in thefirst 24 months of theintifada. Of these 65% were in the West Bank
and the rest in the Gaza Strip (2002).
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Inasurvey of the attitude of businessmen and economic enterprise owners
towards economic conditions and developments in the Palestinian
Territories, the Palestinian Central Bureau of Statisticsfound that Palestinian
firmshad faced numerous difficulties: procurement of raw materials(33.1%
of firms); movement restrictions preventing employeesin accessing places
of work (37.2%); interruption of work rhythm dueto closuresand prolonged
curfews (26.1%). Also 49.5% of managers complained of financial
difficultiesdueto limited banking credit facilities. In theWest Bank, 46.4%
of company managers said their employees experienced problemsreaching
their place of work; 42.3% described problems related to transportation
and delivery of products to market; 37.6% said prolonged and frequent
curfews caused interruptions and other problems. About 60% of managers
had difficulties procuring banking credit for their firms and establishments
(Palestinian Central Bureau of Statistics, 2003).

The field survey also revealed that the economic activities of these
establishmentshad dropped significantly. Average production capacity following
the outbreak of Al-Aqgsa Intifada decreased to 25% as opposed to 83% before
thelntifada. Capacity in car mechanicsdropped to 20.7% whilein food industries
capacity was down to 29.46%. In general the food industries were the least
affected activities in terms of production capacity in comparison with other
businesses. The nature of products manufactured by food industriesis probably
the reason, for these food products are basic commodities which individuals
cannot do without.

Asaresult of Israeli measures, it was found that profit had dropped by 65% in
comparison with pre-intifada profits. However, the impact of these measures
on profitability of economic activities differed from one firm to another. In car
mechanics, profitability plummeted by 74%, in carpentry and furniture by 59%
and in food industries and smithery by 63%.

The lsraeli military measures also impacted the performance of small firms
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in other ways. It wasfound that 73% of firmsin the sample, were compelled
totemporarily halt work for different periods; 83% found themselvesforced
to decrease production; 42% of firmsfaced tremendous difficultiesin getting
raw materialsand other production inputs; also 43% of firmsfaced difficulties
in delivering their products to customers; 30% had their products damaged
during transportation. Furniture and food stuff was cases in point. About
20% of firmsreported an increase in number of bounced checks. Half of all
firms experienced a shortage in cash liquidity as well as inability to repay
debts to suppliers and workers. Some 35% of firms reported direct lossesin
assetsand damage of property asaresult of Israeli military offensives. Findly,
14% of thesefirmsfaced difficulty in having their workersreach their places
of work on time.
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Support Services Provided
to Small Enterprises

Small enterprises need relatively more support and complementary
servicesthan large enterprisesdueto their [imited financial resourcesand
management skills. In asmall enterprise, opportunitiesfor specialization
are limited and the manager has to carry out a large number of
responsibilities. Therefore, thelack of management skill iswidespread in
small enterprises. Thereisalso anarrow margin of error in decision making
in small enterprises in comparison with large enterprises. One wrong
decision in a small enterprise may result in heavy losses or costs high
enough to put an end to the project. As aresult, complementary services
arevery important for small enterprises. To improve opportunitiesfor the
procurement of better support services, firms resort to union bodies:
general federations and trade unions. It was found that 33% of firms had
received backup servicesin training for some of their employees; 16.3%
reported receiving advice in the field of finance, 13.3% said that they
received advicein marketing, 9.9% reported receiving advicein production
and 8.9% said they received some legal advice. When the subjects were
asked about the quality of the support services provided to them, it was
found that 68% were dissatisfied with the quality of these services. In
general they gave apoor rating for these services; only 3.9% said that the
services were excellent while 28% believed that the services were good.
Dissatisfaction with the support services amounted to 74% among
carpentry and furniture owners.

When asked about membership in trade or professional unions, it was
found that 43.3% of thefirmsdid not bel ong to any union group. However,
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it wasfound that 64% of food industries, in the sample, had membership
in trade unions. When they were asked to give the reasons for failure to
join one of the existing union bodies, it was found that the main reason
was lack of confidence among small enterprises in the ability of trade
unions to provide ancillary services to their members. For this reason,
about 53% refused to join unions. Other reasons were cited too: about
20.4% of firms said that they did not ask for membership in trade union
dueto high membership fees; 18.4% said that the number of membership
rules/conditions discouraged them to join; 7.1% reported difficulty in
membership procedures as another valid reason for not joining any of
the trade unions.
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State of Current Financing
and Financing Needs

The overwhelming majority of firms depended on self-financing sources
(personal savings). About 85% of enterprises were self-financed and 15%
received partial financing from finance institutions. It was also found that 83%
of projectswhich had received financing from financeinstitutionsdid not receive
all facilities they had asked for.

Thesefindingsreflect the obstacleswhich impede the small projects’ attemptsto
obtain financing from banks and other credit institutions. The most important
difficulties are the mortgage conditions, personal guarantees and registered (tabu)
land which credit ingtitutions ask for in order to provide the loans. Some 59% of
the small firms' managers believed that this number of guarantees limited their
ability to obtain the finance they needed. Another problemisthe high risk element
in small enterprises, the preference of finance institutions to deal with large
enterprisesin general for reasons pertinent to risk, and fixed costs when studying
the application for loan. About 56% of investigated firms said that interest rate
decreased their desire to go to finance institutions. The same percentage of
managers said that the deterioration of security and economic conditionsin the
Palestinian Territories limited the desire of finance institutionsto give loans and
credit facilities given the high-risk element. Some 40% of project owners also
refrained from dealing with banks for religious reasons, citing that bank credits
are forbidden under Islam since they are aform of usury.

Subjects of the study cited long procedures and long delay in studying
applications for finance. This came last in list of reasons limiting abilities of
firmsto obtain their finance needs. Some 31% of firmsreported along delay in
studying applications for finance and in responding to them.



When the subjects were asked about their financing needs in the near future, it
was found that 95% of enterprises were in need of financing of an average of
$17,000. Carpentry and furniture firms said they were in need of an average
$29,000 while smithery enterprises were in need of an average $14,000; food
industries required on average $14,800 and car mechanics workshops werein
need of $12,500 on average. Two-thirds of the firms requiring financing said
credit facilities would be used to finance assets (modernization or purchase of
equipment, machinery, land and buildings), 18% of firms require the funds to
pay back due loans, and 15.5% to finance operating capital. These findings
clearly show that the necessary financing was long-term finance (financing of
assets) rather than short-term finance (financing of operating capital). Therefore,
there is a need to direct finance programs to focus on long-term financing to
help firms to improve their performance.
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Problems of the Palestinian
Business Sector

A number of studies have found that the Pal estinian business sector’slarge and
small firms have suffered from anumber of problems (Makhool, 1999; Nasser,
2001; Palestinian Central Bureau of Statistics, 2002; Swell, 2001). These
problems can be summed up asfollows:

1

Palestinian firms depend largely on the Israeli economy through the
development of complementary industries (subcontracting) for Israeli
industries, thus making them vulnerable to Israeli border closures and
travel restrictions.

The firms operating in the industrial sector are small in size. Some 90%
of firms operating in industry employed less than 5 employees, thus
weakening their ability to adapt to regional and local changes.

Scarce use of modern and devel oped technology in Palestinian industry.
Most of industria firmsstill use old machinery, thusleading to low quality
and an increase of production costs.

High costs of export and import-related application forms to and from
Palestinian Territories.

High cost of transporting not only goods and services but also raw
materials necessary for Palestinian industry.

Weak role of support institutions, including finance institutions,
federations and unions.

. Weakness of the structure and appearance of Palestinian goods and
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products. A lot of effort is needed to make them more eye-catching to
local and foreign consumers.

8. Industrial policy-related problems. A public policy that encourages
establishment of industrial enterprisesis missing. There is aso a weak
investment environment in the Palestinian Territories as well as aweak
legal and physical infrastructure. Thesefactors combined have increased
risks and led to reluctance of investorsto invest.

9. Lack of information about international markets, and few export
opportunities.

10.Licensing. A number of industrial firms are located inside population
centers, thus making it difficult for them to meet conditions required for
licensing.

11.Under the prevailing taxation system of the Palestinian Territories, tax
rates imposed on companies and other operating institutions are high.

12.Low technical and professional levels of employees working in the
industrial sector, thus reflecting negatively on the quality of production
and productivity.

Thefield survey revealed that the firms generally suffered similar problems. These
wererel ated to machinery, equipment, production, marketing, pricing, distribution,
raw materias, labor, finance, debt collection, multiple currencies in circulation,
and bureaucratic government procedures. What follows is asummary of the most
important elements of these problems as identified by the firms in the sample.

1. Equipment-related problems

It wasfound that 50.2% of examined firms had faced equi pment problems such
as difficulty in the procurement of spare parts. Some 65% of firms suffered
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from this problem while 57% experienced difficulties getting maintenance
services; 11% experienced difficulties in findings skilled labor to operate the
equipment. It was also found that 64% of firms had used outdated equipment
which negatively impacted the quality of products and costs.

2. Production-related problems

It was found that 48% of firms suffered production difficulties. Much of these
had to do with an increase in percentage of damaged products; 46% of firms
reported suffering from this problem and 32% suffered from low quality
products. Consequently, there was a drop in sales and in ability to compete.
About 23% of firmshad difficulty in applying standards; 73% of firms suffered
from high cost of production in comparison with imported goods, thus
weakening their competitive advantage.

3. Marketing-related problems

It was found that 51% of firms had marketing difficulties since establishments
depended on goods without trademarks. About 28% of firms had difficulty
marketing their products due to the lack of well known brands.

4. Pricing-related problems

It was found that 34% of firms suffered difficulties in pricing and that 29%
were not ableto accurately estimate the cost of service or cost of unit produced
reflecting negatively on the profitability of the firm. Moreover, 31% of firms
had difficulties in distributing indirect costs. Thisin turn contributes to errors
in setting appropriate prices for products. Furthermore, 64% of firms had
difficulties estimating the consumers' ability to pay. Also 40% of firmsreported
facing difficultiesin understanding and thus designing successful strategiesto
respond to the pricing policies of competitors.
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5. Distribution-related problems

It was found that 30% of firms had difficultiesin distributing their productsin
thelocal and foreign markets. About 61% of firmssaid that they had difficulties
delivering goods to purchasers at the right time. Also 63% of firms reported
high costsof delivering productsfrom production centersto distribution centers.
And about 43% reported damage of their products during transportation.

6. Raw material-related problems

The study found 63% of firms experienced difficulties in obtaining raw materials
and also complained of their high costs. About 76% believed that the prices of raw
materials were high, thus contributing to a rise in production costs and prices of
finished productsand accordingly alow profitability. Inaddition, 44% of enterprises
complained of low qudlity availableraw materialsand afurther 53% faced difficulties
inimporting the necessary quantity and quality of raw materials. Also 32% of firms
had difficulties determining the standards of raw materials before purchase.

7. Labor-related problems

It was found that 23% of firms had labor difficultiesincluding high wages. About
57% of firms believed that their workers’ wages were high. This would have
implications on their ability to compete. Also 49% of firms said that workers
productivity waslow. Closeto 57% of firms complained about workers' absences
or latearrival for work. In addition, 43% of these firms complained about workers
low level of experience. Some 14% of firmsreported workers' failure to respect/
honor ethicsof their professionsintermsof loyalty, and faithfulnessto their work.

8. Finance-related problems

It wasfound that 42% of firmshad finance-rel ated problemswith 60% reporting
alack of financing resources. Also 70% of firmsbelieved interest rates of finance
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institutionswere high. Additionally, 59% of firmsreported that fluctuationsled
to confusion and errorsin estimating production costs and credits aswell asto
direct losses in the value of firms' balance and dues. The small firms' hedging
ability becomes very weak, thus making them vulnerable to big losses in most
cases. The fluctuation in rates of exchange and the multiple operations lead to
adifficulty in pricing thefinished products. About 49% reported suffering from
this problem. Thiswasin addition to 35% of firmswho reported difficultiesin
estimating the costs of products. It was also found that 29% of firms had
difficulties in managing liquidity and inventories.

9. Import-related problems

It was found that 27% of firms, namely food industries and carpentry, had
difficulties securing their necessary imported raw materials. Also 52% believed
that the prices of imported raw material swere high and complained of difficulties
inimport procedures. A further 44% complained that customs and taxesimposed
on them were also high. Thirty percent of firms reported that they suffered
from a shortage of information about suppliers. It was found also that 21% of
firms reported weakness in available resources to finance imports.

10. Problemsrelated to gover nment procedures

It was found that 52% of firms faced huge difficulties resulting from
government tax policies with 77% of them believing that the taxes imposed
onthem were high. Also 43% believed the policy of public tenderswas not as
transparent as it should been. It was also found that 58% firms believed that
the government policy had failed to protect their products from competition
of imported counterparts.



Future Needs |
|

Small enterprises need relatively more backup and complementary servicesthan
large enterprisesgiven their limited financial resources and management potential.
The small enterprise manager is Mr Everything. He hasto be in charge of many
different responsibilitiesand opportunitiesfor specialization arelimited. Shortages
in management skills aretherefore asignificant factor in these enterprises. There
isalsoanarrow margin of error in decision making in small enterprises as opposed
to large enterprises since one wrong decision may result in heavy losses or costs
which are enough to put an end to the project. This highlights the importance of
securing complementary services for small enterprises.

Training needs have been divided into ten areas. marketing needs, pricing,
production, promotion, distribution, accountancy, storage and purchases, legal
issues, management and finance. Thefollowing detailsthe generalized training
needs at the macro level for al the business sectors studied. For sector-specific
needs see Table 1.

1. Training needs in marketing

It was found that 41% of investigated firms felt aneed for training in marketing of
produced goods; 25% of firms needed training in opening new market outlets; 22%
wanted training in analysis of potential competitorsto understand areas of strength
and weakness, 12% asked for training in studying consumer behavior and demand.

2. Training needsin pricing

It was found that 40% of investigated firms wanted training in identifying and
determining consumers’ purchasing power since this would have a bearing in
determining pricing and credit policies. It was also found that 34% of firms
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were in need of training in understanding competitors pricing policies and
mechanisms; a quarter of firms identified a need for training in evaluating
production costs including changing fixed, direct and indirect costs.

3. Training needsin production

It was found that 37% of investigated firms wanted training in following up
international developmentsin production technology and standards; 28% needed
training in quality control; 18% expressed an interest in training in planning of
production processes; 15.4% of firmsfelt aneed for training to understand and
apply local standards for products.

4. Training needsin promotion

It was found that 35% of firmsrequired training to understand and estimate the
extent of the firms' need for promotion; a third of firms wanted training in
evaluating available promotional tools and techniques; 17% of firms needed
training in analysis of promotion strategies followed by competitors; 14% of
firms wanted training in determining promotion budgets.

5. Training needsin distribution

It was found that 38% of investigated firms needed training in evaluating
available distribution channels; 35% wanted training in evaluating distribution
channels used by competitors; 27% felt the need for training in evaluating the
efficiency of distribution channels used currently by the firm.

6. Training needs in accountancy

It was found that 32% of firms wanted training in dealing with tax authorities
andincometax, in particular, inthe methods of closing tax files; 17% expressed
a desire for training in collection of dues from buyers; 16% felt a need for
training in book keeping; 15% of firms said they wanted training in preparation
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and analysis of financial statements; 14% of firms wanted training in
administrative accounting.

7. Training needs in storage and purchasing

It was found that 52% of firms wanted training on methods for determining
inventory quantities; 48% wanted training on how to determine storage amounts
of manufactured goods and their management.

8. Training needs in management

It was found that 28% of firmswerein need of training in project management;
24% were interested in time management; 13% wanted training in conflict
management and public relations; 12% in defining and distributing tasks and
responsibilities among workers; 7% asked for training in strategic planning.

9. Training needsin finance

It was found that 44% of investigated firms felt the need for training in
negotiating skills with financiers and credit institutions in particular; 25%
wanted training in financial management; 20% of firms were interested in
training in cash management; 8% asked for training in management of
accounts payabl efacilities; 3% wanted training in management of accounts
receivable facilities.

10. Training needsin legal issues

It wasfound that one-third of investigated firmswanted training in understanding
firm-licensing procedures; 24% of firms felt aneed for a better understanding
of taxation systems; 13% of firms expressed a desire to obtain training in
understanding export and import procedures; 12% of firms asked for training
to understand investment incentives; 7% of firms wanted training in dispute
settlements; 5% of firms asked for training to understand environmental laws.
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Conclusions and Recommendations |
|

The necessary policies and procedures to enhance involvement of small
enterprisesin the economic development of the Palestinian Territories:

In the light of the study findings, it was very clear that the small enterprises
surveyed for the study are facing numerous problems. Asthe small enterprises
play adecisiveroleininfluencing basic macro-economic changes, it is necessary
to investigate ways of enhancing existing enterprises and motivate the
establishment of more enterprises. The best ways are the following:

A. Establishing apublic authority to bein charge of supporting and developing
small enterprises, supervising their activitiesin away that createsfavorable
market opportunities for the establishment of more such firms, and find
suitable solutionsfor their problems. The authority in question should assume
the following responsibilities.

1- Creating anintegrated specialized database on small enterprisesin terms
of regulations governing their operations, licensing, and establishment
procedures. In order to create a database for these small enterprises, it's
necessary to do the following:

a) Conduct acomprehensive survey of small enterprises according to
their production activities. To this end, a suitable mechanism is
needed to follow up this survey regularly to identify changes in
their conditions.

b) Determining the mechanism for these firms to contribute to the
economic development plans.

2- Providing consultancy services and advice to owners of these firms and
to those who wish to establish such firms. These services should include



3-

a) Project feasibility study services—conducting samples of economic
feasibility studies for different types of small projects and similar
feasibility studies to emphasize importance of projects;

b) assisting in choosing investment opportunities,

¢) Consultancy services and other information about available
investment opportunities, marketing opportunities, equipment and
finance sources, internal management, diversification and expansion
of activities, legal consultancy services, and information about local
and foreign labor markets.

Covering training needs of small enterprises after listing them and
identifying their types through speciaized and well-organized training
courses and programs.

Providing small enterprise owners with information, advice and
consultancy services about local and regional markets to enable them to
adapt their servicesand productivity potentialsin accordance with market
needs, and new or alternative opportunities.

Assisting small enterprises, which havefailed economically, toleave the
markets without causing confusion for business circles.

Promoting merger of similar and integrated enterprises with economic
units or entities to strengthen their competitive positions.

Finding a suitable way to coordinate among small enterprises to limit
sharp competition among small enterprisesand create acommon ground
for cooperation among them, thus reducing degree of risks facing them
and defining areas of coordination among them to cope with the negative
conditions, and coordinate in areas of purchase and exploit production
capacity marketing and training etc.

. Drafting a finance system to help the small enterprises by supporting the
banksto provide credit programs or by establishing a bank to develop small
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enterprises and assume responsibility for financing and guaranteeing credit
risks for small enterprises. The bank should provide the necessary loans
and at the sametime be capabl e of conducting accurate economic feasibility
studies and financial analysis of firms' budgets.

. Develop and expand responsibilities and powers of chambers of commerce
and industry aswell asindustrial and trade unionsto allow them to work at
high efficiency, promote the establishment of more small enterprises, take
care of them and provide them with the necessary support to help them find
solutions for their problems. This is in addition to providing them with
information, expertise and consultancy services.
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Table 1: Training Needs (% of sample’'s enterprises)

Areaof Training Car ) Carpeﬁtry Smithery FOOd_
Mechanics | & Furniture Industries

Marketing

Study of competitors 317 14.6 34.2 11.8

Study of market needs 415 53.7 26.3 41.2

Consumers’' evaluation of products 12.2 4.9 15.8 13.7

Opening new market outlets 12.2 26.8 237 333

Pricing

Estimation of cost per produced item 25 28.1 26.7 217

Analyzing competing price of

other products 28.1 21.9 40 435

Determining prices which

consumer can afford 46.9 50 333 326
Production

Planning production processes 12.8 11.9 237 24.-

Quality control33.3 26.2 184 32.-

Production standards 10.3 14.3 15.8 20

Following up international

developmentsin the produced

commaodity 41.- 47.6 421 20
Promotion

Analysis of competitors

promotion methods 15 14.3 16.1 233

Evaluation of promotion needs 40 28.6 38.7 30.2

Determining promotion budget 2.5 20.- 194 16.3

Evaluation of promotional tools

available 425 37.1 285 25.6
Distribution

Analysis of competitors

distribution methods 40.7 27.3 26.1 444

Preferences among available

distribution methods 333 455 39.1 333

Evaluating effectiveness of

distribution channels currently used 25.9 27.3 34.8 222
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Areaof Training Car ) Carpeljtry Smithery FOOd_
Mechanics |& Furniture Industries
Accounting
Bookkeeping 18.8 13.8 17.4 14.6
Preparation of financial statements 31 31.- 8.7 17.1
Dealing with tax departments 375 24.1 34.8 317
Administrative accounting 318 10.3 8.7 9.8
Capitalization of costs 0 34 26.1 22.-
Collection systems 9.4 10.3 4.3 24
Storage and purchase
Estimation of inventory
guantities of goods 414 55.2 36.- 53.7
Determining inventory quantities
of raw materials and spare parts 58.6 44.8 64.- 46.3
Laws
Licensing procedures 17.2 30.- 42.9 40.-
Export of import procedures 17.2 20.- 179 2.5
Taxation systems 31.- 20.- 214 25.-
Environmental laws 10.3 6.7 14.3 5.-
Investment incentives 10.3 133 3.6 125
Settlement of disputes 138 6.7 0 75
M anagement
Time management 29.- 20.- 26.1 20.6
Conflict management 16.1 12.- 13.- 11.8
Distribution of tasks and systems 6.5 16.- 13.-- 14.7
Public relations3.2 16.- 21.7 14.7
Strategy planning 6.5 8.- 0 11.8
Project management 355 28.- 26.1 235
Finance
Financial management 179 25.9 26.1 28.6
Cash management 17.9 111 21.7 26.2
Management of receivable facilities 10.7 111 13.-- 24
Management of payable facilities 0 37 8.7 0.-
Borrowing skills and dealing
with financiers 53.6 48.1 30.4 429




Appendix |
|

Questionnaire of the study

1) Nameof field researcher
Date of questionnaire completion: ... S A

2) Governorate:
1. Nablus 2. Tulkarm 3. Jenin 4. Qdqilya

3) Economic activity
1.Food industries (bakeries excluded) 2. Smithery 3. Carpentry 4. Car repair

) Year of eStabliSNMENT: ..o
5) Percentage of production capacity employed: ............ereevivvcisisssssneeeeesssssssssssssss

6) Since the beginning of 2004 to present
(How much of your production capacity dO YOU USE?) ........cccccommmmmiemmmmmemrensesrsssserrsssssseeeeee

7) How much was your production capacity prior tothe Intifada? ...,

8) Your profitsduring thisintifada, in comparison with pre-Intifada profits

(01 ok =" I 0000000000000 %.

9) Firmsoperatein
1. Industrial area 2. Commercial area 3. Residential area
4. Agricultura area

10) Manager of firm

1. Mae 2. Female
11) Educational level of manager:
1. Elementary or less 2. Secondary 3. Diploma
12) Manager'srelated year SOf @XPEIIENCE ... ssssssins
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13) Number of salaried WOrKerSat PreSENt: ... ssssesesesseeees
14) Number of non-salaried WOrkersat PreSent: ..o

15) Nature of firm’s business
1. Production of finished commodity
2. Production of intermediate commaodity
3. Packing and packaging
4. OtNEY (SPECITY): oo

16) Doesthefirm have ... ?
1. Internet access 2. Computer 3. Fax
4. Telephone (fixed/mobile)

17) How do you promote your products?
1. Advertising in daily papers or on local TV and radio stations.
2. Participation in trade exhibitions.
3. Have aplace for products display.
4. Publication of catalogues.
5. Other (P1@8SE SPECITY): .ovvvvvevrrrrerrrrrererereereessssssss s ssssssssssssossssssssssssssssssssssssssssssssssssesseee
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40.About ...................... % of my salesarein thelocal market asopposed tothel sraeli market.

41. Mechanism of distribution of production in local markets.

1. Direct to cONSUMEY ...........ccvevreen %.
2. Through wholesale traders..........cccoooo.... %.
3. Through retailers...................... %.

42. Your strategy in competition is based on (choose one only)
1. Superiority of product quality.
2. Low prices
3. Credit facilities.

4. After sales services: maintenance, spare parts...

43. Areyou amember of an industrial union, achamber of commerceor aprofessional society?

1. Yes
2. No.

44. 1f you have answered no, isit attributed to

1. High membership fees.
2. Low quality of membership services available.
3. Complexity of procedures.

4. Difficultiesin meeting member ship requirement.

45. What was the nature of advice/consultancy you received in the past?

1. Financia

2. Marketing

3. Economic feasibility
4. Training

5. Legd

6. Production

7. Exhibition

8. Export

9. Import

46. On the basis of your previous experience, how would you evaluate the level of
consultancy servicesin the Occupied Territories?

1. Excellent

2. Good

3.Bad
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47. Have your received any finance from financial institutions?

1. Yes
2. No.

48. Haveyour received all financial facilitiesyou haveasked for from financeinstitutions.

1. Yes
2. No.

49. What factorslimit your ability to get these facilities?
Please specify 1. Most important 2. Important 3. Least important

1. Difficulty in conducting necessary economic feasibility studies.
2. Too many guarantees required by finance institutions.

3. High interest rates and commission

4. | refuse to borrow.

5. High risk due to current circumstances.

6. Loan applications take along time to study.

50. If there were finance sour ces, what would be your finance needs?
51. Areyou in need for financial facilities during the coming period?

52. Why do you need these facilities?

1. Modernization/replacement/purchase of machinery and/or building and/or land for project
2. Payment for raw materials/maintenance/workers' salaries.
3. Payment of past due debts.

53. Areyou or those who work with you in need of training in the following fields?

1. Study of competition.
2. Study/analysis of market needs.
3. Consumers’ evaluation of my products.
4. Opening new market outlets.
5. Pricing:
a) Estimation of cost per produced item.
b) Determining competitive prices of other products.
¢) Determining prices which consumers can afford.
Production:
a) Planning production process.
b) Quality control.
¢) Production specifications (standards).
d) Following up international developments
6. Promotion:
a) Analysis of competitors’ promotional tools.
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b) Evaluation of need for promation.
¢) Setting promotion budget.
d) Studying available promotional tools.

7. Distribution:

a) Analysis of competitors' distribution tools.
b) Preferences of distribution methods.
¢) Evaluation of present distribution channels.

8. Accountancy:

10.

11.

12.

a) Bookkeeping

b) Preparation of financial statements.
c).Dealing with tax departments.

d) Accounting.

€) Capitalization of costs.

f) Collection regimes.

9. Storage and purchase:

a) Estimating inventory quantities of goods.
b) Determining inventory quantities of raw materials and spare parts.
Laws:

a) Licensing procedures.

b) Export and import procedures.

c) Taxation regimes.

d) Environmental laws.

€) Investment incentives.

f) Settlement of disputes.

g) Others (please specify).

Management:

a) Time management.

b) Conflict management.

c) Task distribution and systems.

d) Public relations.

€) Strategic planning.

f) Project management.

Finance:

a) Financial management.

b). Cash management.

¢) Management of payable facilities.

d) Management of receivable facilities.

€) Borrowing skills and dealing with financiers.
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