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SUMMARY

This paper reviews enterprise growth in the Middle Eastern and North African (MENA)
region from the microeconomic perspective, focusing on the incentives and constraints facing
entrepreneurs in the Middle Eastern countries. The focus is on manufacturing firms.
Entrepreneurs are considered the major microeconomic agents. Understanding their behaviour
is important for the understanding of the growth process in the MENA region.

The paper analyses the process of firm development and the determinants of enterprise
performance across the MENA region. The relevant factors should be linked to policy
variables and other region-specific factors that influence the productivity and economic
growth of these enterprises. Collier and Gunning (1999) mention five characteristics of the
environment facing urban firms: risk, lack of openess, lack of social capital, poor public
services and lack of financial depth. We will first consider to what extent these factors are
also crucial for enterprises in the MENA region and then suggest some specific factors which
play a role in this region.

In the MENA countries twoother constraints need to be mentioned and three opportunities:
6. The predominance of oil or oil related industries and of security problems

7. The importance of gender: female participation is extremely low in the region

8. The importance of state-owned enterprises and privatisation policies

9. The prevalence of a more urban economy, with less off-farm employment in the rural areas
and more enterprises in clusters in, or close to cities

10. The pursuit of export-oriented policies

Subsequently factors affecting the competitiveness of an SME cluster in Cairo are analysed at
the national, the regional , the cluster and the enterprise level. The paper finishes with
recommendations for the Euro-Med partnership, the SMC and the EU.
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EXPORT POTENTIAL OF SMEs IN SOUTHERN MEDITERRANEAN COUNTRIES,

A case study of a cluster of SMEs in Egypt in the light of the FTA between the SMC and
the EU

INTRODUCTION

Mediterranean countries are increasingly facing the effects of globalisation and the Uruguay
Round (Van Dijk and Sideri, 1996). Their enterprises operate in an international context and
they have opportunities abroad, but also face competition locally and in international markets.
The Barcelona agreement signed between the European Union (EU) and 12 Southern
Mediterranean Countries (SMC) envisages the creation of a Free Trade Area (FTA). The
Euro-Med Partnership intends to promote economic, trade, political and social contacts with
the SMC.

The theoretical framework for this study is based on the concept of competitiveness, a
measure for performance, which can be used at different geographical levels (Van Dijk,
2000). For small and medium enterprises (SMEs) in SMC it means that the price, quality and
design of their products are more important and that their competitiveness, the
competitiveness of the cluster, the city or the region where they are working may have to be
developed further.

After presenting briefly the theoretical framework and the methodology the paper will discuss

two topics in more detail:

1. The factors influencing competitiveness in the Middle East and North African (MENA)
region in general and

2. Competitiveness of a cluster of SMEs in Egypt in particular

THEORETICAL FRAMEWORK: DIFFERENT LEVELS OF ANALYSIS

The discussion about achieving international competitiveness is only starting in the Middle
East and North African (MENA) region. Questions to be asked are: which factors determine
the competitiveness at the enterprise level and the dynamics (their rise and decline) of micro
and small enterprises? A good advise to an urban manager, wanting to make his/her city more
competitive in the global economy, would be that there is nothing as practical as a good
theory, which would be one about competitiveness in this case (Van Dijk, 2000).

The idea of analysing competitiveness at six different levels will be elaborated. Employment,
poverty, industrial development and economic growth can be analysed at these different
geographical levels, using different empirical material and resulting in different theoretical
conclusions and recommendations. The most important levels are the global level, the level of
a continent, the level of a country, a region, a cluster, a city or a neighbourhood/industrial
estate. The important research questions at the regional and city level, where our research
took place, are:

1. Which factors determine why a region or city is attractive to investors?

2. What is the role of a city in a specific region?

3. What is the importance of 'linkages' in and outside the region (Twomey and Tomkins,
1996)?

4. When can we speak of a region or city (Van Dijk, 1999)?



Twomey and Tomkins (1996) rightly stress that "most theories and analyses of regional
development intrinsically rely on the concept of linkage as the mechanism via which growth
or decline is transferred across product and factor markets.

At the level of the cluster the question is whether they are lagging behind compared with
others and if so why?

1. Is clustering of certain enterprises a desirable development?

2. What can be done to give the neighbourhood or industrial estate an impetus to become an
innovative cluster?

3. What are the dynamics of the small scale sector in these clusters over time?

Factors influencing the competitiveness of a cluster are entrepreneurship, the existence of a
business support system and of an innovative environment (Van Dijk, 1999). At the city level
one can add the importance of policies to create the conditions for this kind of economic
development. For local governments this can range from providing land and infrastructure to
local government developing an innovation policy.

Which Theory For The Urban Micro, Small And Medium Enterprise Sector?

Which theory is most relevant for urban micro and small and medium enterprise sector
development? We suggest using a theoretical framework, which can be used to link different
levels of analysis in the economy. In the global economy one needs to be competitive.
Although the competitiveness measure can be used as well at the national, the regional, city,
or cluster as at the enterprise level, competitiveness has a different meaning at these different
levels and other factors may contribute to its explanation. Previously the discussion focused
on productivity, efficiency and comparative advantage." Competitiveness needs to be
stimulated in very different ways at the different levels.

Comparative advantage is a static indicator and usually given, while competitive advantage is
dynamic and man-made. Comparative advantage is what you have, while competitive
advantage is what you could achieve. The change from comparative to competitive advantage
is one from an essential static approach (a certain given level of production factors) to a more
dynamic term (Porter, 1990). The competitive advantage is not inherited but can be acquired
through innovation. An important source of competitive advantage is innovation and not just
factor endowments. Technological progress and local technological capability become
important, just like organisational and managerial innovations, which are also considered
sources of growth.

Competitiveness, used to indicate the performance of enterprises, but can also be defined for
clusters of enterprises, cities, regions and even at the level of a world region and at the
national level. At the level of the world region (the Middle East or South East Asia) or at the
national level competitiveness refers to the ability of a part of the world to achieve high rates
of economic growth, on the basis of suitable policies, institutions and other economic
characteristics. At the country level we also talk about 'the strategy is to ensure the economy's
high growth by improving its competitiveness, expanding its export base and tackling the
(remaining) reform agenda' (IMF Survey 27-9-99), or it can be defined at the national level as
the ability of a national economy and in particular of its industrial sector to retain its position
at the apex of the economic hierarchy of nations.



Economic growth can be decomposed into growth due to factor accumulation and growth due
to an increase in total factor productivity. An important role in the development of the
productivity of micro and small and medium enterprises is the existence, or gradual
development of a business support system (BSS).

According to Porter (1990) firms compete and we need to go from the macro to the micro-
foundations of competitiveness: the enterprise is the agent of growth and dynamism and the
state can only provide an enabling environment. Krugman (1995) states that the
competitiveness of companies in the United States is high because of cheap imports thanks to
international trade (for example from China).

Kresl and Gappert (1996) distinguish at the urban level economic and strategic determinants
of competitiveness. Strategic determinants are institutional flexibility, an effective local
government and the ability to conclude public-private partnerships. These are important
factors explaining competitiveness at this level, besides the better known economic factors
such as the available factors of production, infrastructure, economic structure and urban
amenities.

What Are The Advantages Of This Theory?

What are the advantages of this theory? In the first place competitiveness is measurable and
provides the urban or regional manager the opportunity to rank his/her city or region. With
which cities or regions do we want to compete? Secondly the theory helps to identify the
factors explaining competitiveness, measured for example as a higher growth or market share
of a region, city, of enterprise. The factors mentioned by Kresl and Gappert (1996) help for
example to explain the competitiveness of a city. Much research concerning location factors
can be interpreted as identifying the competitiveness of a region or city.

In the third place this theoretical framework has the advantage that different levels of
aggregation, which are normally covered by different disciplines are now linked. Urban
management is by definition multi-disciplinary, but very little multi-disciplinary research is
actually taking place. That is a challenge for the future. Management science and business
economics normally study the lowest level of the enterprise. Geographers, regional and
development economists have worked on clusters and urban and regional economists are
occupied with the urban and regional level. Finally macro economists and international
economists work on the other two levels: the country and world region level.

Finally, this theoretical model helps to emphasise that different actors are active at the
different levels and often have different instruments and only partially realise the importance
of the higher levels for what they are doing. Linking these interests and policies could be one
of the roles of the urban managers or regional development authorities.

This choice to focus on competitiveness at different levels has consequences for research to
be undertaken in this field, for policies to be formulated at the different analytical levels to
promote competitiveness and for the need to co-ordinate these efforts, through a strategic
planning exercise at the regional or city level. Decisions are now taken more and more again
in the private sector may lead to a more optimal use of the scarce available resources.



METHODOLOGY

A small survey of small and medium enterprises in has been carried out in Egypt using a
questionnaire with a common basic structure (Van Dijk, 1998), adapting it for the major
research questions at the enterprise level:

1. Which factors determine the competitiveness of the small enterprises in Mediterranean
countries and the competitiveness of the cities in which they are located?

2. What is the export potential of these small enterprises and which factors currently
discourage or constrain export possibilities?

3. How can the dynamics of the small enterprises sector be explained?

A small sample of 15 enterprises has been interviewed in depth. The survey is conceived as a
one time joint effort, but the analysis follows an agreed framework based on the theoretical
framework and the previous experience with small enterprise surveys.

Complementary information was collected on small enterprise promotion policies, on
schemes providing credit, technology or export facilities in Egypt. Existing studies were used
to add to the picture. Also a discussion with organisations of small enterprises in the selected
city was organised to obtain their point of view on the present policies and programs of the
government and the perspectives for the small enterprise sector to develop and to start
exporting.

EUROMED PERSPECTIVE: FACTORS INFLUENCING COMPETITIVENESS

Enterprise growth in the MENA region depends on macro and micro economic factors. The
macro factors are better known through World Bank and International Monetary Fund (IMF)
reports and were discussed in the previous chapters. Here we look at enterprise
competitiveness from the microeconomic perspective, focusing on the incentives and
constraints facing entrepreneurs in the Middle East economy. The focus will be on
manufacturing firms. Entrepreneurs are considered the major microeconomic agents.
Understanding their behaviour is important for the understanding of the growth process in the
MENA region.

After the Second World War the majority of the inhabitants in the MENA region still lived
and made a living in the rural areas. Major changes over the last fifty years are the impact of
the substantial oil price increases in 1972 and 1978, the impact of political developments in
the region and a gradual but continuing urbanisation process.

While a number of developing countries, in particular in Southeast Asia and Latin America
industrialised, hence absorbing rural labour and reducing poverty, the industrial sector in the
MENA region has only increased very slowly if the development of the oil sector is excluded.
The focus in this section is on understanding the weaknesses in the enterprise growth process
in the MENA region.

To analyse the process of firm development and the determinants of enterprise performance
across the MENA region the relevant factors should be linked to policy variables and other
region-specific factors that influence the productivity and economic growth of these
enterprises. We first analyse the existing situation, focusing on the constraints enterprises are
facing. Subsequently we will mention new opportunities and list some key issues, which are
specific for enterprise development in the MENA region in the future.



Strong points of the Egyptian economy are the natural resources wealth, human capital and
strong domestic demand and commitment to integrate in the world economy. It is expected
that Egypt can achieve 8 percent growth in the years to come (Egyptian Gazette, 4-2-1999).
The actual achievements according to the World Bank (2000) are substantial (4 percent
growth of per capita GNP in the year 1998-99), but lower than what was expected in the
press.

Factors, limiting the competitiveness of the Egyptian economy are the wage level, which is
relatively high. The most constraining factor is, however, the bureaucracy, which really
hinders the development of the industrial sector. The plethora of rules and regulations
stimulates illegal imports and trade, which then competes with products produced locally
often at higher cost (Le Progress Egyptien, 30-9-99). Finally exports are hindered by an
overvalued currency.

The conclusions of UNCTAD (1999) concerning the competitiveness of Egypt in general, is
that there is a need to review the taxation system and the incentive framework. Good
governance, a more efficient administration and institution building are necessary and there is
a shortage of middle management. Finally, there is a need to create new networks, which cut
across family ties.

Competitiveness In Egypt At The Regional Level

For the case of Tenth of Ramadan City, regional competitiveness is clearly promoted through
tax incentives. To stimulate regional dispersion of economic activities to alleviate the pressure
on Cairo, the new towns policy aims to develop new economic urban growth cores. The fact
that in the last 20 years more then 1000 companies have started in Tenth of Ramadan city
might lead to the conclusion that the government policy has been effective. However certain
drawbacks have to be mentioned.

First of all most companies in the area have not completely relocated or are not only operating
in the new city, but instead have some affiliates still working in Cairo. The main reason stated
for this is the bureaucratic procedures, which need to be fulfilled in the centre of the capital. A
second observation is that both employers and employees mostly still live in Cairo and not in
Tenth of Ramadan city. Most of the housing projects are still in process or not completely
occupied at the moment. The results of these developments are that instead of reducing
pressure on Cairo in terms of housing and transport for example, Tenth of Ramadan city is
actually increasing the transport flows. The tax policy can not be considered to be a success
from a regional development point of view. On the other hand a lot of enterprises in the city
have been able to successfully expand their activities since their (partial) relocation or new
start in this new city.

Competitiveness In Egypt At The Cluster Level

Tenth of Ramadan can be considered a locational cluster and to some extent a market cluster
(Van Dijk, 1999), given the density of enterprises in a relatively small area and the
importance of the larger Cairo area as the major market. The question is whether it can
become a labour division and eventually an innovative cluster. Within the cluster a number of
networks exist, ranging from rotating savings and credit associations (ROSCAs) to all kind of
other associations. On of such associations is ASMINC is an Egyptian NGO for entrepreneurs
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in new towns, with its head office in Tenth of Ramadan. Its objectives are summarised in
table 1. The study of El Mahdi (1997) has shown the importance of the association for the
SMEs in the city.

Table 1 Objectives of ASMINC

1. Creating job opportunities through assisting in the start-up of new projects

2. Supporting, i.e. extending assistance to small and medium scale projects existing in the new
cities

3. Providing better work conditions and livelihood in the new cities.

Five research questions were formulated at this level and will be discussed now.
1. Which Factors Determine Why the Cairo Region Is Attractive To Investors?

The main factors stated by investors why the Cairo region is attractive were:
- Availability and price of land

- Tax incentives

- Clean Environment

- Close to Cairo

- Reasonable infrastructure

Besides these factors high expectations about the new towns were also contributing to the
development of the area. Since the city is completely new and still under development,
investors speculate that there will be further improvement of the city. Stagnation in provision
of urban facilities, like waste collection, public transport and leisure activities, lowered their
optimism and reduced additional investments. The city does not have a good local market
base because of lack of inhabitants and related purchasing power.

2. What Is The Role Of A City In A Specific Region?

The major city in this region remains Cairo. Tenth of Ramadan does not have a real local
economy and commuting is mostly preferred resulting in congested infrastructure on the main
road to Cairo. Housing policy has so far tried to stimulate new people to move to this new
town, although this new population is mainly looking for jobs in Cairo, hence increasing
transport flows even further.

3. Can We Speak Of A Labour Division Cluster?

It seems that Tenth of Ramadan is mainly functioning like a market cluster. The clustering of
activities is mainly the result of policies creating business parks and of zoning policies. It does
not lead to inter-sectoral co-operation or other inter-firm relations.

Although business associations are in place, no real links with for example education and
financial institutes are existing, nor do joint marketing strategies or joint participation in trade
fairs take place. Also for export possibilities horizontal co-operation is taking place. Hence
the cluster aspect in Tenth of Ramadan is mainly physical in terms of the joint location of
different small and medium sized enterprises. The real benefits of this being located at the
same spot have not yet fully developed.
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4. What Is The Importance Of 'Linkages' In And Outside The Region?

The case of Tenth of Ramadan city clearly illustrates that linkages with the rest of the region
are explaining to a large extent the success of the 'cluster'. In a positive sense being close to
Cairo in combination to tax incentives have stimulated the development of this satellite town.
On the other hand since most of the economic activities as well as movements of the labour
force (commuting) are mainly focused on Cairo, they have increased pressure on the housing
markets in Cairo as well as on its infrastructure. Absence of Public Transport, of good urban
facilities related to quality of life and of a local government structure do not provide for a
sustainable urban development both in Tenth of Ramadan as well as in Cairo.

5. Is Flexible Specialisation Taking Place?

There is no clear example of flexible specialisation in our sample, although the availability of
good quality cotton is considered a real opportunity for the Egyptian textile industry and
could give the industry a competitive advantage."

Competitiveness In Egypt At The Enterprise Level

Competitiveness in Egypt at the enterprise level leaves a lot to be desired. Productivity is in
general very low and the privatisation process has been very slow. However, we found that
enterprises in clusters are performing in general better than dispersed firms and find it easier
to increase their exports.

To increase exports the European Union has launched a program for the industrial sector,
which puts the emphasis on the opportunities for small and medium enterprises in the
European market. Egyptian enterprises have to apply for support from the program. After a
free diagnosis the enterprise has to pay ten per cent of the study, which will be undertaken by
a consultant. The consultant will help to prepare a business plan and a strategic plan. The
enterprises need to pay for the implementation of the plan.

Business Support Systems (BSS) have been developing and have an impact on small and
medium enterprises in a number of MENA countries. An example in the Egyptian situation is
given in Box 1. The Private sector development program (PSD program) is considered quite
successful and Egyptian entrepreneurs look forward to the follow-up, which will help them to
become more competitive when Egypt will participate in the Free Trade Area (FTA) with the
EU.

Box 1 The EU Private sector development program in Egypt

The formula of the EU Private sector Development Program (PSD) in Egypt is to provide
opportunities to small and medium enterprises. These enterprises have to apply for support
from the program. They then get a free diagnosis and have to pay ten percent to a study
undertaken by a consultant that draws up a business or strategic plan. To get this plan
implemented the entrepreneur has to pay again.

Presently the program provides mainly technical assistance and not so much equipment or
credit The EU has put the emphasis on a consultation process and not on providing financial
assistance. The follow-up supported by the EU, the Industrial Modernisation Program (IMP),
will stress the hardware side of upgrading and makes a distinction between different industrial
sectors, which the current program does not seem to do.
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Developing clusters of enterprises will be easier for programs like the Industrial
Modernisation Program (IMP), because they are located near each other. Also other BSS will
find it easier to provide assistance to such clustered enterprises. However, the possibility to
develop clusters should not be over estimated, because in practice this tends to be largely a
spontaneous process.

THEORETICAL CONCLUSIONS

Cities and regions are more and more integrated in the global economy and compete with
each other. Good urban and regional managers can play an important role in that 'war of
cities', or the development of the 'region state' (Ohmae, 1995). A good manager is someone
who via an integrated approach, based on a strategic plan, makes his/her city more
competitive and in such a way that the social problems are also tackled. This requires to
develop a 'pro-poor urban and regional development strategy'. Promoting the urban micro,
small and medium enterprise sector and using social development funds would be important
just like a different way of supplying urban services.

Some of the concepts discussed can be used on different levels: clustering, flexible
specialisation and industrial districts, for example. However, the concepts may have a slightly
different meaning at these different geographical levels. Although analytically it may make
sense to distinguish the different levels, the relation between them should not be neglected.

To increase competitiveness we need to come up with suggestions to further develop micro
and small enterprises through a more positive approach of different levels of government and
through a maximum involvement of the private sector and organisations of micro and small
enterprises. SME policies do not only concern macro economic policies, but should concern
the whole existing and developing business support system (including the role of the NGO
and co-operative sector). Sometimes Socio-economic development funds, set-up with or after
the structural adjustment programs were launched, contributed to the development of the
Business support system. In Egypt the Social fund provides credit to small and medium scale
enterprises, while in Jordan also support to employment generation activities were envisaged
(Van Dijk, 1992).

PRACTICAL CONCLUSIONS FOR THE EUROMED PARTNERSHIP
The EUROMED partnership can get a new impetus from a number of new opportunities in
the MENA region. Recent developments, which have created these new opportunities for the

enterprise sector in the MENA region and deserve attention are:

1. Economic integration, first in the context of Barcelona, but in particular in the multilateral
framework the World Trade Organisation, and particularly the envisaged Millennium Round.

2. More private enterprise development and a gradual development of a business support
system in a number of MENA countries.

Ad 1. Economic Integration In A Multilateral Framework
A new situation has come into existence with the globalisation of the world economy.

Because of the Uruguay and subsequent Millennium Round of respectively the General
Agreement on Trade and Tariffs (GATT) and the World Trade Organisation (WTO) and
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because of the announced Free Trade Agreement (FTA) with the European Union (EU) it will
become easier for enterprises in the MENA region to export their products and hence export-
oriented policies need to increase the competitiveness of the small and medium enterprises in
the MENA region. This process will only continue and it is good to gain experience in the
Euromed partnership.

The Mediterranean countries, in the light of recent negotiations with Egypt, South Africa and
for post Lomé IV have to be realistic in what they can expect, however:

1. There is more competition for the favours of Europe.

2. There is an internal crisis with the European Monetary Union (EMU), which seems to be
worse than the crisis concerning the creation of the single market (the fort Europe discussion).
3. There is a more business like and pro-business approach at the European side, while trade
preferences have been eroded in many cases due to the Uruguay Round.

4. The WTO has become more important and has to approve regional FTAs.

5. The role of small enterprises will be crucial. Policies to support their development need to
be developed.

Ad 2. More Private Enterprise Development And A Gradual Development Of A
Business Support System In A Number Of MENA Countries

A certain dynamics can be found in the MENA region. One can think of:

- The importance of clusters and networks and the resulting graduation among entrepreneurs
which this will bring about

- A smaller role for government, a more important role for entrepreneurs and their
organisations

- New theoretical approaches to dynamics of small and micro-enterprises stressing the
importance of inter-firm relations, for example through subcontracting.

The Barcelona process is promising. In fact it is a special opportunity to gain access to a very
big market and to enjoy a legal framework which would attract foreign investments.
Development is never only a question of joining a FTA. It is also necessary to undertake
efforts in the private sector and to identify local opportunities for enterprise development.

PRACTICAL CONCLUSIONS FOR THE SOUTHERN MED COUNTRIES

The need to find productive employment for the many unemployed people in many MENA
countries is very clear. The general issue is the possible contribution of micro and small
enterprises to the economic development of these countries and to increase remunerative
employment of their male and female workers.

Present policies and projects do not always reach micro and small entrepreneurs in the MENA
region. The emphasis is too much on what central government could and should do and too
little attention is paid to what for example local governments could do, or on the role of the
private sector and of private sector organisations. Finally, too much emphasis goes to credit at
the expense of exploring new markets and introducing recent technological developments.
Labour laws and regulations, which sometimes inhibit the development of contractual labour
relations in micro and small enterprises, may need to be reconsidered in that light.

As mentioned three key issues need to be addressed to promote micro, small and medium
enterprises in the MENA region:
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1. The first issue is how to increase the competitiveness of the enterprise sector and how to
increase employment in this sector in the different MENA countries?

2. Secondly a distinction needs to be made between enterprises of different sizes and it will be
necessary to define a role for each of them separately.

3. How to increase female labour force participation?

Ad 1. How To Increase The Competitiveness Of The Enterprise Sector And How To
Increase Employment In MENA Countries

To increase competitiveness different levels of government should admit that often no
enabling economic environment exists and no competitive environment has been created. In
some of the MENA countries there is no commitment to real reform. The type of enterprises
to develop could be determined on the basis of an identification of competition in the country
concerned or through an in-depth analysis of the quality and cost of the current imports
compared with the cost of similar products presently produced in the local scale enterprise
sector.

The first recommendation is that it is worth to identify clusters, which are promising and
could be fostered. Different levels of government should try to make them more competitive.
Secondly the Mediterranean countries should use existing institutions as much as possible.
Finally, they can help to create an enabling environment for SMEs by:

1. Deregulation; a fine balance needs to be reached what can be deregulated and what needs to
be regulated

2. Engage in a dialogue with the private sector on what the role of the government and the
private sector should be

3. After developing a vision, the vision needs to be put in practice through a strategy

Ad 2. Make A Distinction Between Enterprises Of Different Size And Define A Role For
Them Separately, While Trying To Increase Linkages Between Units Of Different Sizes

There is a need to make a distinction between enterprises of different size and to define a role
for them separately, while trying to increase the linkages between enterprises of different
sizes. Often no distinction is made between different types of enterprises, such as formal and
informal sector enterprises (depending on for example legal status). Also no distinction is
made based on size (micro-enterprises up to 10 employees), between micro, small, medium
and large. It is also necessary to distinguish State manufacturing and private manufacturing
sector), which will now be discussed, besides the informal and micro-enterprise sector.

It is well recognised that many new jobs generated in the MENA region are often in the
informal and micro-enterprise sector. However, enterprises in this sector are generally
characterised by low productivity and poor working conditions (ILO, 1998). For the informal
sector to mature into a highly productive and integral component of the national economy, as
it has become in Southeast Asia through dynamic subcontracting links with the large and
formal enterprise sector, a policy agenda needs to be developed. The starting point is a clear
understanding through research of the complex circumstances and needs of this heterogeneous
sector, since there is a lack of comprehensive micro and small enterprise studies in most
MENA countries.

Micro and small enterprises tend to have below average productivity, provide poor working
conditions and avoid tax and social security payments. This is primarily a function of
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entrepreneurial behaviour in the face of limited access to markets, to credit and to
technologically superior work methods. For small and micro firm examples, simply accessing
social service facilities cannot ensure an effective response unless these programs are adapted
to the specific needs, unless they address all of the complex factors that impact on
entrepreneurial behaviour, and unless they are demand driven by the beneficiaries themselves.

Although this paper does not deal with poverty directly, it is known that poor people usually
work in micro and small enterprises in the informal sector and hence the development of these
enterprises will also help the poor. The development of the private medium and large-scale
industrial sector has taken place against the backdrop of a largely public sector, which
dominated industrial sector. In general the industrial sector in the MENA region is not very
integrated. Understanding of the behaviour of all these entrepreneurs is crucial for
understanding the dynamics of the growth process in the MENA countries at the micro level.

Ad 3. How To Increase Female Labour Force Participation

Discrimination of women in the formal sector may be embedded in traditional beliefs
regarding the women's role in society or maybe due to economic reasons. Employers may
refrain from hiring women because they see them as unwilling to put in long hours of work or
because they perceive that investment in them with regards to training may be lost as they
move into marriage and raising children (Assaad, 1998).

Cultural and religious factors may limit female participation, immigrant labour may be
involved in a number of jobs, which in the above-mentioned example Jordan women could
also have taken and finally there may be a lack of child care facilities which constrain women
to take up paid labour.

It is important to highlight the role of female workers and entrepreneurs in micro and small
enterprises, including women working at home. Under which conditions women are involved
in micro and small enterprises in the MENA region?

Existing studies point to the contrast in the participation of women in home-based enterprises
where they are well represented and micro-enterprises where they are poorly represented. An
explanation to this can be found in the traditional division of labour along gender lines and the
socio-cultural norms that sustain such a division of labour. Women's poor representation in
the small and micro-enterprises may be due to barriers to employment "either because of
discrimination against women or unwillingness to provide support structures to working
women" (Moghadam, 1998).

Barriers to the entry of women into the labour force can be addressed by policies that reduce
women's domestic burden. The provision of child care centres and better access to public
services such as clean water, health care, sanitation, education and family planning are
essential in relaxing the constraints facing women and thereby raising their productivity
(Assaad, 1998).

Access to credit and technical assistance are important determinants of successful income
generating projects in general. More attention needs to be given to conditions and delivery
mechanisms of such access that ensure that it reaching women. In this respect, differentiation
will be made between delivery of credit for survival type activities and that for micro-
enterprises with potential for growth.

17



General Conclusion for the SMCs

Policies for trade liberalisation and private sector development in the Mediterranean countries
will continue, but will have to be complemented with programs for the poor sections of the
population. Grants will go in particular to the poorer countries, such as Egypt and Palestine
and to the poorer sections of the population in these countries.

PRACTICAL CONCLUSIONS FOR THE EU

The Southern Mediterranean countries can benefit from their location near Europe and the
increased interest in their problems. The private sector can be an engine for the desired
development and an outward orientation tends to be positive in such case (World Bank,
1993). Macro economic developments in a number of countries have been positive recently,
although growth was not as high as in East Asia.

There has been a lot of discussion about more coherence in European Union policies, but the
practice of dealing, for example, with Morocco and Egypt shows that incoherence is usually
the rule. If trade concessions cannot be given, the country is offered some more development
assistance. This does not seem the way to develop small enterprises in these countries. It also
goes against what the NGOs propose and developing countries deserve. It is positive that the
role of the NGOs and the private sector (including the small-scale enterprises) will be more
prominent in any future co-operation between Europe and the Mediterranean countries. They
can contribute to the development of civil society and of the economy in these countries.

We note more attention for the Southern Mediterranean region in Europe recently. There is a
willingness to work towards one big FTA. DAC (1995a: 20) speaks of plans for a partnership,
but given the experiences with the Lomé convention, one has to be prudent in this respect.
The relations with Southern Mediterranean Countries are a hot issue in Europe at the moment
and this may lead to a buffer zone policy, similar to the approach of the United States to
Mexico in the framework of NAFTA.

It is recommended to learn more from previous experiences with partnerships and
development of small enterprises. The European Union should do more evaluations of
projects in Eastern Europe, where it introduced new technologies for SMEs in countries in
transition. The European Union (DAC, 1995b: 9) has not always developed country strategies
and it is recommended to do so in a more systematic way for the Mediterranean countries.
Also a lot can be learned from other FTAs or partnerships.

REFERENCES

Assaad, R. 1998. Social and Economic Characteristics of Employment in Egypt. Cairo
Economic Research Forum. (ERF).

Collier, P. and J.W. Gunning 1999. The microeconomics of African growth. Washington
World Bank.

Cottenet, H. and N. Mulder 2000. The competitiveness of Egyptian manufacturing: An
international perspective. Amman: ERF Seventh Annual conference.

18



DAC 1995. Overview Development Aid. Paris: OECD Development Assistance Committee.

Dijk, M.P. van 1992. Socio-economic development funds to mitigate the social costs of
adjustment: Experiences in three countries: Bolivia, Guyana and Jordan, European Journal of
Development Research, Vol. 4, No. 1.

Dijk, M.P. van 1993. Industrial districts, Third World Planning Review, Vol. 15, No. 2, May,
pp. 175-187.

Dijk, M.P. van 1998. Questionnaire.for SMEs in Ahmeadbad (India). Rotterdam THS/EUR.

Dijk, M.P. van 1999. Small enterprise clusters in transition. Copenhagen Business School
Working Paper.

Dijk, M.P. van 2000. Summer in the city, Decentralisation provides new opportunities for
urban management in emerging economies. Rotterdam Erasmus University, Inaugural
address. Available on website: www.ihs.nl

Dijk, M.P. van 2001. Is Nanjing’s concentration of IT companies an innovative cluster? Jena:
Max Planck Institute conference paper, 8-2-2001.

Dijk, M.P. van 2001a. Developing female entrepreneurs in agro-based micro and small
enterprises in Zimbabwe in times of adjustment. Maastricht Shaker.

Dijk, M.P. and N. Schulte Nordholt eds, 1995. Privatisation, Asian and African experiences.
Amsterdam Siswo.

Dijk, M.P. van and S. Sideri, eds, 1996, Multilateralism versus regionalism, Trade issues after
the Uruguay Round, London F. Cass.

Dijk, M.P. van and R. Rabellotti eds, 1997 Enterprise clusters and networks in developing
countries. London F. Cass.

FMES 1997. Mediterannee, Le pacte a construire. Paris Publisud.

Flyn, D. K. 1999. Reconceptualizing the female labour force in Jordan accounting for the
informal sector and my comments. Cairo ERF Conference paper, 30-10-1999.

ILO 1998. XVth International Conference of Labour Statisticians, Report of the Conference,
Geneva ILO.

Kresl, P.K., and G. Gappert 1996. Urban competitiveness, in Kresl and Gappert, eds.., 1996,
North American cities and the global economy Challenges and opportunities. Urban Affairs
Annual Review 44. Washington.

Krugman, P. 1996. Popinternationalism, Cambridge.

Mahdi, A EI 1997. Report on a survey in Tenth of Ramadan city. Cairo Friedrich Ebert
Stiftung.

19



Meyer, G. 2000. Survival of small-scale manufacturing in Cairo during structural adjustment,
Results of a long-term study. Amman ERF Seventh Annual conference.

Moghadam 1998. Female participation in the MENA region. Cairo ERF.

Ohmae, K. 1995. The end of the nation state, The rise of regional economies. New Y ork.
Porter, M.E. 1990. The competitive advantage of nations, London MacMillan.

Schumpeter, J. 1942. Capitalism, socialism and democracy. London Harper Row.

UNCTAD 1999. Competitiveness of Egypt's industrial sector. Geneva UNCTAD.
Sverrisson, A. and M.P. van Dijk eds, 2000. Local economies in turmoil. London MacMillan.

Twomey, J. and J.M. Tomkins 1996. Supply potential in the regions of Great Britain,
Regional Studies, Vol. 39, 8, pp. 783-790.

World Bank 1993. “The Asian miracle economies”. Washington IBRD.

World Bank 2000. “World development report 2000/2001°°, New Y ork.

NOTES

' The research team consisted of drs. Marco van Hoek of Erasmus university and Hossam Mohammed Kamel
Aboulfotouh, an Egyptian architect/urban manager also working for the university.

" Productivity is an indicator of efficiency. Originally the concepts used were labour and capital productivity.
More recently the term total factor productivity is used more often (World Bank, 1993).

" Flexible specialisation can be defined as resulting from a combination of innovative entrepreneurs, skilled
labour and multi-purpose equipment. The firms usually benefit from their networks, location together and
interfirm relations.
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