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Introduction 

 Small-Sized Enterprises (SSE) play an important role in achieving the objectives of economic and 

social developments in most countries of the world. These enterprises represent a large percentage of 

businesses in the industrial, agricultural and services sectors as well as several other sectors. These 

businesses contribute to absorbing a large number of the working force and in attenuating the crisis of 

unemployment. They also play an important role in acquiring technical skills and meeting people's 

needs of goods and services. 

       Small-Sized Enterprises are the most numerous kinds of business projects and the most dependent 

on local raw materials and capacities, as well as on locally available technology. Given its important 

role, the Small-Sized Enterprises (SSE) have received significant attention in most industrialized 

countries, and some developing countries. We will try to shed the light on the relative importance of 

these enterprises in an attempt to draw attention to them when developing the fundamentals of our 

national economy in the upcoming phase. 

 

1- Definition and Characteristics 

 Small Sized Enterprises are among the most appropriate methods for investment and development as it 

can, if support, care, and attention are provided, to play an effective role in:  

- Maximizing production; 

- Accumulating savings; 

- Developing exports; 

- Creating new job opportunities; 

- Developing administrative skills and technical abilities, in general. 

The concept of Small Sized Enterprises raises much controversy among economists as there is no 

consensus on a single definition that could apply to all businesses in all areas and under all 
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circumstances. Moreover, judging a business as small, medium or large is based on certain criteria and 

standards as the conditions and the surrounding environment in which the business is operating has to be 

taken into consideration as well as the stage of development of the society and its customs and 

traditions. 

Despite that, most of those concerned with studying Small and Medium-Sized Enterprises (SME) assent 

on using a large number of criteria to identify the concept, pursuing two methodologies, which are: 

-  A quantitative approach   

-  Descriptive Approach 

 

 The first approach focuses on quantitative criteria such as:            

• Number of Workers and Employees 

• Size of Invested Capital 

• Market Share 

• Quantity, Value, and Quality of Product  

 

The second approach focuses on descriptive criteria to distinguish between small and large enterprises, 

such as:  

• Management Style and Organization 

• Size of Autonomy 

• The Level of Services Provided by the State 

 

In reality, the number of employees is the most commonly used criterion to distinguish small 

enterprises, followed by the size of invested capital criterion. Both criteria vary from one country to 

another; for instance, the United States of America considers an enterprise that employs less than 50 

workers and employees as a small enterprise. While in Japan and India a small enterprise employs less 

than 300 workers and employees. Both criteria could be used, such is the case in some countries, for 

example, the United Kingdom and Pakistan, and some Arab countries such as Saudi Arabia, Kuwait, 

and Egypt, and that is because using one of the criteria could lead to inaccuracies in classifying the 

businesses for the following reasons: 
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•  The number of employees in the business could be very small. Meanwhile, the business cannot be 

classified as small because its capital is relatively large and it uses methods and capital intensive 

means, so it is classified as large according to the size of invested capital criterion.   

 The case can also be the opposite when the invested capital is relatively small, while the 

business implements the labour intensive method of production (especially in densely 

populated countries). According to these factors, the enterprise is classified as large.    

 

In any case, combining both criteria is necessary to come up with a new relative criterion known as the 

capital–labor ratio which is calculated by dividing the invested capital by the number of workers and 

called the “cost of a job opportunity” because it represents the size of capital necessary to recruit and 

employ one worker. Despite that, the controversy of defining and reaching a consensus on a specific 

criterion remains a subject of debate and disagreement between those concerned with the field of 

Small-Sized Enterprises (SSE).  

 

On another side, most researchers and those concerned with the field of SSE agreed on a number of 

qualitative criteria which an SSE should meet, including: 

 

  - Limited Market Share  

SSE often has a limited market share that does not allow it to influence the prices of products it offers. 

 

  - Autonomy of the Enterprise 

Often the owner of business enjoys a full autonomy in managing the enterprise and does not need to 

refer to any higher administrative authority to make decisions.   

      

- The comprehensiveness of Management 

Comprehensive management means that the owner of business exercises or participates in all 

administrative work as usually there is no management style pursued such the case in large enterprises 

and thus, there is no delegation of authority.  
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In general, the issue of not having a universal definition or criteria agreed upon remains outstanding. 

For this reason, we resort to general characteristics and features that distinguish Small-Sized 

Enterprises from other, in an attempt to form a realistic picture of these important and vital businesses 

in most modern economies.   

 SSE are characterized by the low cost of job opportunity which is a mandatory feature 

especially in developing countries which suffer from lack of financial resources and increased 

unemployment rate.  
 

 SSE use an easy technology (but not lagging) of a modest cost and limited technical 

requirements that are scalable and easy to assimilate.  
 

 Most SSEs depend on local raw materials and capacities which increase the added-value and 

raise the efficient use of national resources. 
 

 SSE are easy to settle and spread which help to reduce the marketing cost. 
 

 SSE management is simple as often the entrepreneur investor and his or her family members or 

partners play a core role in all the production processes.  
 

 Production of SSE is often oriented to local markets and thus responds and meets local demand 

and reduce imports. 

We can agree on adopting the criteria of a number of workers and size of invested capital to judge 

whether an investment project is small or not, as follows: 
 

- The number of workers in most SSEs ranges from 10 to 100 in each enterprise.  

- The size of invested capital at the beginning of SSE implementation is estimated at a minimum 

of $50 thousand and a maximum of $2 million. 
 

      This definition includes SSE characteristics and features that determine the style of these businesses 

and hence to study, adopt, support and develop them as they contribute to advancing development and 

creating a solid economic basis. We note here that this definition excludes the very small enterprises 

that employ less than 10 workers, or those known as home economic or unofficial charitable business 

projects.  
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2- The Relative Importance  

  In several countries around the world, the adopted economic strategies drew the attention to the 

importance of developing and advancing SSE. This importance is due to the following:  

 SSE is one of the most important mechanisms for technical development in terms of their capacity to 

develop and modernize production processes faster and at a lower cost compared to large businesses. 

SSE provide opportunities for economic integrity in its various aspects which lead to more efficient 

allocation of economic resources. A study in some European Union countries indicates that the 

economies of these countries are primarily dependent on SSE and that there are nearly 16 million small 

European enterprises (classified as SSE and employ less than 250 employees and workers). These 

enterprises provide more than 66% of all available job opportunities in European countries and deal 

with 65% of total European capitals. In Japan, 50% of innovations and technical development is 

attributed to SSE that represent 94% of the total business projects in the Japanese economy. 

 

 SSE have an active role in achieving balanced and sustainable economic and social development. In 

fact, these projects are characterized by: 

 

- SSE are easy to establish especially that the required investment capital is small making it 

very attractive for small investors. 
 

- SSE contribute to distributing income and achieving balanced spatial development 

because they are geographically spread, have flexible settlements basis, and do not require 

complex infrastructure.  
 

- Depend on high labor-intensity techniques as they contribute to employing 60% of the 

workforce in the world. 
 

- Help transferring and localizing the technology and easily respond to economic and 

technical variables at a lower cost.  
 

- If properly planned, nurtured and supported, SSE are more competitive on local, regional 

and maybe even international levels, which would increase exports.  
 

- Represent an essential basis and a real core for the emergence of a solid private sector that 

is able to embark on investment, production, advancing economy, and gradually move 

towards establishing large-sized enterprises. 
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Given their importance, SSE have been behind economic, social but even technological progress 

achieved in the most developed countries in the world. They still play a vital role in economic 

development of these countries and we will tackle some of them as follows: 

 

 Japan has given high importance to SSE, especially in the industrial sector. SSE have been a 

decisive factor in the industrial superiority achieved by Japan, where Small-Sized Enterprises 

represent 99% of the total industrial sector and employ nearly 73% of the total industrial 

workforce and contribute with more than 52% of the Japanese industrial output. 

 

 In the United States and some Western European countries, SSE contribute with a percentage 

ranging from 80% to 90% of the total number of projects and contribute to the export sector 

with a percentage that reaches in some countries 40%. 

 

 

 In India, small industries sector includes more than 3 million industrial units and contribute 

with 35% of Indian total industrial production. The annual growth rate of this sector is 

approximately 11.3%. These industries provide jobs for 17 million employees and workers 

producing the equivalent of $107 billion and a percentage that reaches 10% of the gross 

national product of the Indian economy. 

 

    From what have preceded, we note that SSE have broader connotations than a particular definition. 

These connotations are related to the importance of these projects in the economic system, and the role 

and function SSE could play in the development process in all its economic and social aspects. The 

sixth report of International Labour Organization (ILO) issued in 1986 confirms this fact. It stated that 

SSE: "...are considered to be the first episode in the long series of social and economic progress.., 

and work on stimulating a gradual and peaceful social change  
 

   SSE, as previously mentioned, if nurtured, supported and developed they can be a source of job 

opportunities, an incubator for skills and innovation and a catalyst for social and political stability, a 

source for feeding other projects with intermediate and final goods and with ideas, a channel for 

accumulating savings, as well as one of the mechanisms for integrating women in economic activities.   
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Hence, SSE will remain the most numerous kind of business projects. They employ the largest number 

of workers, provide job opportunities at a lower cost, and play the greatest role in development. 

Besides, SSE are the most dependent on local technologies and raw materials.  All this is in line with 

the conditions of most Arab countries among which our country Libya. Our national economy suffers 

the increased rates of unemployment and the decline of production and productivity levels as well as a 

decline in investments revenues.   

 

The World Bank report of 2004, stated that Arab countries are in need to provide nearly 74 million job 

opportunities during the upcoming 20 years. Despite that, we find that SSE sector in most Arab 

countries is not receiving proper attention and still suffer chronic problems and obstacles that need to 

be addressed in order to overcome them to launch this sector and develop it. 

 

   We, in Libya, should give this kind of projects the necessary importance and consider them as a basis 

for establishing a distinct productive sector that would constitute a solid source for growth and 

development of national economy.  

 

3- Mechanisms for Supporting and Developing Small-Sized Enterprises 

        Experiences of many countries indicate the importance of relying on several mechanisms that 

proved efficient in supporting and advancing SSE in order for the latter to effectively contribute to the 

development process in its several aspects. Among these mechanisms and means are:   

 

   1-Promoting a Culture of Initiative and Entrepreneurship   

Entrepreneurship is creativity. An entrepreneur is a person who has distinct personality’s traits from 

others, through which he or she can achieve remarkable accomplishments in business. For this reason, 

young entrepreneurs who possess skills and high technical and financial capacities should be 

encouraged to launch their own business enterprises. 

Promoting a culture of entrepreneurship and initiative aims at changing people's behavior and social 

tendency from waiting for a salary and loving a job to loving taking a risk and pursuing an independent 

work. Several countries have adopted this means to push towards independent work through a series of 

programs, activities, events, workshops and publications. The Republic of Egypt is among the countries 

which have adopted this mechanism since 20 years. This policy has had its positive impact on the 

Egyptian economy. 
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2- Conducting Studies and Researched on the Market Needs 

The lack of information on market needs of various goods and services urge many of those interested in 

investment to either:  

- Recede from the business project; 

 -Imitate other ongoing projects which, for them, seem to be successful;  

- Resort to working in the fields of import and export; 

- Working in the traditional commercial field. 

 

To face this problem, many countries established bodies and research centers that offer consulting 

services and detailed information on the costs, the size of the market, licenses, required procedures, and 

also information on the source of supply of machinery and raw materials.  

 

         3- Investing in Research and Development 

In light of the technological development we are undergoing in this century, it is important to Keep 

abreast of latest developments in the world of technology, finance, and business. Many countries 

realized the importance of scientific research and development in increasing its competitiveness in the 

global market, so they allocated large amounts of money to promote research and development and to 

establish institutions and funds to sponsors the research programs and studies. Promoting research and 

development contribute to diversifying economic sectors, especially the industrial sector. It also helps 

reducing cost per production unit through creating new sources or improving the existing methods 

which increase the competitiveness of local product. 

 

4- Developing and Promoting Business Incubators  

    Exactly like medical incubators where newborns who are not fully developed are placed in, Business 

incubators provide very favorable conditions for growth until overcoming the danger phase. The 

incubator operates when a group of interested people expresses their intention to launch their own 

investment projects for a determined period of time that does not exceed 3 years. Business incubators 

are one of the important mechanisms in facilitating the launching process of new business enterprises 

through providing an environment of support and guidance.    
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Small Size Enterprises in Libyan Economy 

     In this paper, we focused until now on presenting the concepts of SSE (in its various fields) from a 

strictly theoretical aspect and in a broader way without tackling or entering in the specificity of Libyan 

economy and that is for the following reasons: 

- There are limited literature and statistics on this subject, most of which are not available for 

researchers and those interested in the subject of SSE. 

 

- Most seminars held and studies conducted (despite their scarcity) focused on the industrial sector 

and used survey statistics that is relatively old and does not include all sectors of SSE. 

 

- The subject of SSE in Libya needs to be elaborated the theoretical aspects and study the practical 

experiences to make use of them in advancing this sector. 

  Although we did not obtain precise information about the sector of SSE, we are confident that SSE in 

Libya suffers the same problems and obstacles faced by developing countries. The situation could be 

worse especially when the sponsoring and specialized parties are absent and in light of ambiguity and 

lack of transparency of economic policies, as well as an uncertain and unstable investment climate. 

   Therefore, we can say that all that have been presented and mentioned of problems and obstacles and 

what have been suggested of ways and mechanisms to support and develop these business projects 

fully apply to Libya's case. 

 

Conclusion and Recommendations 

In this brief paper, we attempted to present some of the agreed-upon concepts, facts and characteristics 

defining SSE and to point out to obstacles and problems facing the developments and growth of SSE. 

Then, we focused on listing the most important mechanisms and means that advance this kind of 

business projects. We concluded with addressing in details the concept of business incubator which is 

one of the modern mechanisms for supporting SSE that proved to be successful in several countries. 

The definition, development, objectives activities of a business incubator and its types were addressed 

in this paper.  
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In conclusion, we will go beyond the usual traditional and repetitive structure of recommendations 

because the situation requires a firm position. In fact, the core problem facing Arab countries, among 

which Libya, is the distance from development, modernization, scientific research, and technological 

innovation and its institutions and the importance of linking these factors to the reality of society to 

produce effective developmental projects and programs. The problem resides in our inability to 

integrate the concepts of science, technology, and innovation with the people's needs and with what it 

is in line with the prevailing values and norms in society.  

 

 Some countries echoed other experiences and yes these attempts were successful. However, lacking a 

consolidated scientific base of national structures that is fully integrated with the society and its values, 

norms and concerns makes the echoing process useless, amputated at the roots, and strange in its core.  

Our experiences as Arabs in importing ready-made technologies that do not have sufficient flexibility 

to adapt to our reality and culture have been as clear as what we have reached and the gap is also clear. 

 

 As an Arab expert stated: “Before being a commodity, technology is at first knowledge and system”. 

Knowledge, administrative efficiency, and innovation are the pillars of all technological development. 

The machine does not allow the accumulation of production, but rather the systems that introduce the 

best techniques that increase quantity and quality of production. As a first and necessary step towards 

this direction, it is required to link between what is organic and vital, between our various productions 

and service institutions, and between our universities and research centers. Also to work on orienting 

the activities towards building a scientific base so that to contribute to developing and creating 

successful business projects, small and medium-sized investment, that are scalable to evolution and 

growth.                        
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The Libyan Organization Of Policies & Strategies (LOOPS) is an independent, 

nonprofit and nongovernmental institution founded in December 2014 in Tripoli, 

Libya. A representative branch was founded in Istanbul in January 2015. 

The organization carries out research and studies related to emerging policy and 

strategy issues with the aim of generating effective and successful policies and 

providing support to decision-makers. The organization devotes its efforts to 

improving the performance of Libyan institutions and advancing the economic and 

social welfare of the Libyan people. It seeks to spread the notions and concepts of 

quality, good governance, strategic planning and a culture of excellence so as to 

improve the performance of Libyan institutions. 

LOOPS aspires to promote and spread knowledge about public policies and strategies 

to the state through the dissemination of statistics, studies and periodic reports. It also 

organizes conferences, workshops and forums as platforms for discussion, the 

exchange of opinions and spreading knowledge. 
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