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A Subcontracts Problem of Micro- and Small Enterprises in Lima :
The Possibility of Vertical and Horizontal Interlinks
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The micro- and small enterprises (MSEs) that comprise 99.6% of all firms in Peru
have established a highly limited capacity for the capital accumulation. A large number
of interviewed MSEs continue their operations only in short-terms, and this fact may be
contributed to their lack of interlinks with other firms and with the financial intermediaries. In
this paper we focus on two points : 1) the vertical and horizontal subcontracting relationships
of the MSEs, and 2 ) the banking credit system for the MSEs.

In the textile and manufacturing sectors, subcontracting relations are mainly observed in
some limited product lines, whose purpose is to cover the technological problem of the MSEs.
By contrast, in Villa El Salvador, the seven interviewed samples of the furniture production
sector MSEs have established a head company that intermediates their exports to Chile.
These MSEs subcontract others, which constitute, in total, a cooperative association. This is
a distinguished case that may guarantee an additional demand by promoting investment and
capital accumulation.

The EDPYMEs offer the credits for the working capital of MSEs only on a short term
basis. To realize stable capital accumulation, the long term credit by the development banks
is necessary. Cooperative associations of MSEs in the manufacturing sector, and development
banks for long term credit, are two necessary conditions to permit MSEs to continue
productive investment and capital accumulation.
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