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ABSTRACT

Traditional economic theory posits that a well-functioning capital market is a necessary condition for
industrialization and economic growth. In reality, micro and small enterprises are ubiquitous because
entrepreneurs can undertake low-return activities with minimal barriers to entry. Using a cashmere
sweater cluster in China as an example, this paper shows that organizational choice can overcome the
prohibitive cost of investment. When facing credit constraints, firms are more likely to concentrate in
divisible production technologies in the form of industrial clusters. Within clusters, a vertically-integrated
production process can be decomposed into many small incremental stages that are more accessible for
the small entrepreneurs widely available in rural China, thereby supporting industrialization even in the
absence of a well-functioning capital market. The observed rate of returns to capital is closely related to
the organizational choice under credit constraints.

Keywords: cluster; putting-out; subcontract; industrialization; entrepreneurship; China
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1. INTRODUCTION

Over the past three decades, China has experienced the same degree of industrialization that took two
centuries to occur in Europe (Summers, 2007). When China started its reforms in the early 1980s, rural
areas and farmers lacked financial services, meaning that most small and medium enterprises (SMESs)
lacked access to formal credit (Lin and Li, 2001). Traditional economic theory posits that a well-
functioning capital market is a necessary condition for industrialization and economic growth (Goldsmith,
1969; McKinnon, 1973; Banerjee and Newman, 1993; King and Levine, 1993; Rajan and Zingales, 1998,
Ayyagari, Demirgl¢-Kunt, and Maksimovic, 2006). In theory, China’s lack of financial development
during the initial stage of industrialization should have prevented investments in machinery and other
assets required for nonfarm production. However, vast rural areas in coastal China became industrialized
at an unprecedented speed and now produce a wide range of manufactured goods. This begs the question:
How did SMEs in China get around the credit constraints and launch their businesses?

Empirical studies suggest that entrepreneurs in emerging markets can start out with little capital
and invest their profits for further growth (Mead and Liedholm, 1998; McKenzie and Woodruff, 2006).
The studies find that micro and small enterprises are ubiquitous because entrepreneurs can undertake low-
return activities with minimum barriers to entry. These studies also identify a large variation in capital
entry barriers across sectors. For example, there is a hurdle in the range of $1,000 to $2,000 in the
manufacturing sector in Mexico, whereas the barriers to entry in the service and trade sectors of this
country are much lower (McKenzie and Woodruff, 2006). Based on manufacturing surveys in several
African countries, Bergsten et al. (2000) also find that African firms face high capital costs in the
manufacturing sector. Although these studies show that entrepreneurs can start small in activities
requiring small investments, they cannot rule out the possibility that high start-up costs may prevent small
firms from growing in the manufacturing sector. Since the development of a manufacturing sector is
crucial to the process of industrialization, more in-depth case studies are needed to examine whether or
not capital barriers to entry have a threshold effect (McKenzie and Woodruff, 2006).

China’s rapid industrialization provides an unparalleled opportunity to examine this issue. One
key feature of China’s industrialization is that it is cluster-based, and has been driven by a large number
of SMEs (Long and Zhang, 2008). Contrary to traditional theory, this suggests that capital barriers might
have not prevented entrepreneurs from setting up businesses in the manufacturing sector. Without
denying the importance of financial development, this paper uses a cashmere sweater cluster in China as
an example, and argues that organizational choice can largely overcome the prohibitive cost of
investment. Facing credit constraints, firms are more likely to concentrate in divisible production
technologies and form industrial clusters. Within clusters, a vertically-integrated production process can
be decomposed into many small incremental stages that are more accessible to the small entrepreneurs
widely available in rural China, thereby supporting industrialization even in the absence of a well-
functioning capital market.

This paper first posits the theoretical model that credit constraints influence entrepreneurs’
technological choices. In the absence of outside credit, entrepreneurs must rely on their own savings. As
their savings increase, they choose increasingly capital-intensive, more profitable production
technologies. Because potential entrepreneurs with more financial resources always have the option to
invest in less-expensive technologies, it is expected that the rate of returns to capital will be positively
correlated to the minimum level of investment of a chosen production technology, as predicted by the
Baumol hypothesis (Baumol, 1959). In reality, once a business reaches a certain size, banks grow willing
to provide outside capital based on the enterprise’s available collateral. With more capital available from
this point forward, larger firms expand with diminishing returns to capital. This model suggests that there
is an inverted-U-shaped relationship between rate of returns to capital and capital stock.

In the cashmere sweater cluster, there are two different production technologies. Larger firms
with access to outside credit are more likely to choose the more capital-intensive, vertically-integrated
factory system, where most stages of production are managed within one organization. Most



entrepreneurs with limited savings, in contrast, lean toward independent workshops or small enterprises
that are part of a merchant-coordinated putting-out system. The capital requirement for most of the
divisible production technologies in a putting-out system is significantly lower than that for an integrated
factory system. In terms of performance, empirical results based on primary surveys in the cashmere
sweater cluster show that as the average capital stock employed increases, profitability increases up to a
maximum, and then declines progressively thereafter.

This paper is arranged as follows. Section 2 reviews the available literature and puts forward a
theoretical model on credit constraints, organizational choice and returns to capital. Section 3 presents a
narrative of the Puyuan cluster and the major modes of production. Section 4 describes the data and
provides summary statistics. Section 5 estimates the relationship between rate of returns to capital and
assets, and tests the hypotheses. The paper concludes in Section 6.



2. CONCEPTUAL FRAMEWORK

Recent studies find that financial development is related to the organizational choice of production.
Acemoglu, Johnson, and Mitton (2007) argue that when the capital market is well developed, firms are
more likely to be vertically integrated, in order to take advantage of economies of scale. In countries
where the financial market is well developed, population density is low, and labor cost is high,
entrepreneurs tend to invest in larger, more profitable factory systems that are normally capital intensive.
This is why vertically-integrated firms are more popular in the US than elsewhere. However, in some
countries where population density is much higher and the capital market is well functioning (such as
Japan and Italy), the clustering (or subcontracting) mode of production is seen alongside the integrated
factory system (Piore and Sabel, 1984).

This paper focuses on the initial stage of industrialization, when credit constraints are a major
concern (Freedman and Click, 2006). The prior findings on the relationship between financial
development and organizational production choices are mixed. On one hand, some studies argue that
large, integrated firms are more likely to be observed because small enterprises cannot be launched in the
absence of credit (Rajan and Zingales, 1998). On the other hand, McKenze and Woodruff (2006) posit
that entrepreneurs facing credit constraints tend to choose activities that require minimal capital, favoring
the establishment of micro and small enterprises.

The development of financial systems capable of extending credit to SMEs has been widely
called for in both theory and policy (Murdoch, 1999). However, despite noted successes, such as the
microfinance programs in some developing countries, SMEs in these countries generally still have more
difficulty obtaining low-interest loans compared to large firms, for several reasons. First, because the cost
of managing a bank account is largely fixed, a small loan commands relatively higher transaction costs
than a large loan. This reduces the incentives of formal banks to provide small loans to SMEs. Second,
information asymmetries may discourage banks from extending credit to SMEs. These information
problems are typically associated with inconsistencies in the financial statements of SMEs and the lack of
third party credit information providers in the marketplace. Finally, the inability of SMEs to provide
collateral and build borrowing relationships with banks exacerbates the information problem and the
resulting credit rationing. In short, the path to industrialization via financial development seems like a
daunting task.

Here, we argue that there could be an alternative path through organizational choices of
production. If a production technology can be broken into many small steps through organizational
innovations, such as the putting-out system or subcontracting, it should be possible for many
entrepreneurs with limited capital and minimal access to credit to participate in the production process.
This approach has been largely neglected in the literature, with a few exceptions (Leff, 1978; Hayami,
1998).

To illustrate this point, we next develop a theoretical model. Following the classical model of
Evans and Jovanovic (1989) (called the ‘EJ model’ hereafter), we assume an entrepreneur’s revenue as:

y=9k8 (1)

where 6 is a technology parameter, K is capital investment for a project, o is capital-output elasticity, and ¢
is a random term. Unlike the EJ model, we do not consider entrepreneurial talents in our model.

Suppose that that an entrepreneur’s initial wealth is z. If the required investment, k, is greater than
z, then the entrepreneur needs to borrow from outside with an interest rate of r. If we ignore the random
term ¢, then the entrepreneur’s profit equation can be written as:

z=y-r(k-2)=0k* —r(k-2)

Under the risk-natural assumption, the entrepreneur will make an investment to maximize his profit as
shown in (2). The interior solution, if it exists, will satisfy the following first-order condition:

)



* r
K= (o)
Oa ©)
Similar to the EJ model, we also write the maximum amount of investment an entrepreneur can mobilize
as Az, where A measures the degree of capital market development. The more developed the capital
market, the larger 4. We then introduce the minimal capital investment, K, , for the production

technology. For an investment to be viable, the optimal investment must meet the following condition:

K" e[K,, 1z] @)
A potential entrepreneur with initial wealth z may face three choices depending upon his wealth level: (1)
I his total available capital is lower than the entry barrier (1z < K, ), he will not be able to enter the

business. (2) If his mobilized capital is larger than the minimal required investment, but below the optimal
point (K, <Az < K"), he will make an investment but not at the optimal amount he wishes. (3) If his

available capital exceeds the optimal investment point (Az > K”), he will choose K.

Now we consider how capital market development influences entrepreneurs’ investment choice.
Let us use A; and A, to represent the cases of well-developed and less-developed capital markets. The
horizontal axis lists the potential entrepreneurs’ levels of initial assets. The bottom part of the figure
represents the density distribution of entrepreneurs with different amounts of capital. The actual
investment amounts can be seen on the vertical axis above the horizontal axis.

As shown in Figure 1, when the capital market is well developed (A1), the potential entrepreneurs

Ky
shown on the right hand side of /[9‘-4 can overcome the minimal capital requirement, K,. Entrepreneurs

i .
with wealth is equal to or greater than fﬂi choose the optimal level of investment, K™ . However,
R
when the capital market is less developed (1,), only individuals whose assets are no less than Az will

i
become entrepreneurs, and only those few people having wealth above a very high level of 'f?-: will
be able to make the optimal investment. Fewer entrepreneurs will be able to invest in this case compared
to the first case, and most entrepreneurs are credit constrained. According to this model, an improvement
in the financial market (change from A,to ;) will enable many potential entrepreneurs with assets

between /4z and 14 to become entrepreneurs.



Figure 1. Entry barriers, capital market development, and entrepreneurial choice
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In reality, when facing the prohibitively high entry barrier of a production process, entrepreneurs
may choose an alternative path by decomposing the process into many small incremental steps, through
organizational innovations such as clustering, thereby lowering the minimum capital requirement. Recent
case studies in China provide strong evidence for the role of clustering in overcoming capital barriers to
entry (Huang et al., 2008; Ruan and Zhang, 2009). Let us use Figure 2 to illustrate this point. Suppose an
integrated production technology Tech, can be decomposed into many incremental steps, one of which is
Tech,. Because of the rather low entry barrier for Techy, even in the presence of a less-developed financial
market (4,), many people can still become entrepreneurs by investing in Tech;.

We now more rigorously formalize the idea behind Figure 2 to examine the relationship between
technology choice and profitability in the presence of credit constraints. We write the profit of the two
production technologies as:

T = el kia _r(ki - Z) (5)
where i=1 and 2 stand for Tech1 and Tech2, respectively, and &z & TRy 2 Ray |



Figure 2. Entry barriers and entrepreneurial choice of production types
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In many developing countries, the micro and small enterprises are often credit constrained.
Because of their limited capital availability, most of them fail to achieve the optimal level of investment.
Their investment level is in proportion to their wealth level, as shown by the line of K w22 in Figure 2.
For technology i, the rate of returns to capital equals:

_[6 k" —r(k-2)]
r, A (6)

ﬁ.’; - ~.
where 2™ /7 Under the assumption of o & 491 the following holds:

a%k — g (a-Dk“? <0
‘ (7

Equation (7) shows that under imperfect capital markets, for a given technology, the rate of returns to
capital declines with capital investment.

Baumol put forward a famous hypothesis (1959) predicting higher rates of return in enterprises
requiring higher capital investment when barriers to entry are associated with capital availability. If the
Baumol hypothesis holds, then we would expect to observe a positive relationship between the capital
barriers to entry and the corresponding rate of returns to capital. For the Baumol hypothesis to hold, the
underlying production technologies must meet certain conditions.

According to equation (6), at the level of capital entry barrier, the rate of returns to capital is:

ri =[0| kbi _r(kbi _Z% =9ikbia_1_r+|:_z
b bi (8)



If r>ry, then:

rz rz
r—r= 6’2k§‘2‘l —lekf‘l‘l +———>0
b2 b1 (9)
For the above to hold, 8, must be significantly higher than 8, as shown below:
l-a
6,>6, [&j +rz kbza bl
kbl kbz kbl (10)

Figure 3 demonstrates the relationship between technological choice and rate of returns to capital for a
more general case of N different types of technology, if both equation (7) and the Baumol hypothesis
(equation 9) hold. The zigzag lines show the rates of returns to capital for N types of production
technologies. Suppose there is an integrated process to manufacture product Techy, which requires a high

level of minimum investment, k, .

Figure 3. Credit constraints, technology choice, and returns to capital
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Note: The horizontal axis stands for a firm’s assets in logarithmic form, the vertical axis represents the rate of returns to capital,
and ry is the low interest rate provided to larger firms.

Without a capital market, only investors with more than lzN capital can afford to enter the
business. In this case, only firms will have this kind of integrated production technology. The total profit
is the area A below line Techy and between EN and k (the maximal available capital).

Under a more realistic scenario, let us suppose that large firms can obtain credit from banks
through collateral. Because their internal rates of returns to scale are higher than the borrowing cost, the
large firms will expand their production with the potential to reach a point where the rate of returns to
scale is equal to the interest rate, ro. With access to credit, these large firms will generate more profit, as
shown in area B of the figure. Production is dominated by a few large firms and SMEs are largely
suppressed.

In the third case, suppose that the vertically-integrated production process, N, can be divided into
N-1 small steps through organizational innovations, such as the putting-out system or subcontracting. The

capital barriers for these incremental steps range from a low |Zl to IZN _,» all of which are lower than those
for the integrated production process as a whole. Any entrepreneurs with financial resources greater than
k, can invest in Tech;. Individuals with resources exceeding the minimum capital requirement of Tech,



are more likely to choose Tech, instead of Tech,, although they have the option to invest in Techy,
because the lower entry barriers inherent in Tech, intensify competition and lower the profit rate of Tech;,.

Following the same logic, investors with resources from IZ3 to IZNfl will tend to select production types

from Techs to Techy.s, respectively. In summary, if a production technology is divisible and credit
constraints are present, entrepreneurs are more likely to select vertically-divisible production
technologies. The traditional putting-out system, subcontracting and clustering are several examples that
make the vertical division of labor possible. The finer division of labor enables more entrepreneurs to
participate in the production process, thereby generating more profit, as marked by area C in the figure.

In reality, credit constraints for SMEs and credit support to large firms may go hand in hand. The
formal banking sector is generally willing to extend credit to large firms (Freedman and Click, 2006). In
this case, the profit curve will extend all the way down to point k., Where the rate of returns to scale
equals the borrowing cost. In such a case, we should observe an inverted-U-shaped relationship for data
encompassing both small and large firms.

Our theoretical model therefore yields two testable hypotheses:

Hypothesis 1: There is likely to be a positive correlation between capital barriers to entry and
returns to capital when financial markets are less developed (Baumol hypothesis). If banks
provide loans only to large firms with certain asset levels, the above relationship may exhibit an
inverted-U shape.

Hypothesis 2: After controlling for differences in entry barriers among different types of
production technologies, the marginal rate of returns to capital declines with capital investment.

If financial markets are perfect, we would expect to observe equal rates of return
regardless of investment level. In other words, the correlation between r and k will be close to
zero. Therefore, an empirical test of the above two hypotheses will also reveal the degree of
financial market development.

Finally, this paper will also contribute to the debate on firm size and returns to capital. Inspired
by Baumol’s seminal work, numerous studies examine this relationship. In general, the empirical findings
are mixed. Using data from Fortune Magazine’s “Directories of 500 largest Industrial Corporations,” Hall
and Weiss (1967) find large firms have higher profit rates, as Baumol proposed. Using larger samples and
controlling for market share and concentration, however, Shepherd (1972) and Amato and Wilder (1985)
find no relationship between firm size and profit rate. Dhawan (2001) finds that small firms are
significantly more productive but also more risky than their larger counterparts in the US industrial sector.
Because different industries may follow different business cycles, it is hard to test Baumol’s hypotheses
using aggregate data from many industries. Moreover, most of the empirical studies mentioned above
exclude small firms due to lack of data. The present paper addresses this issue by using primary survey
data from a single industry, covering the whole spectrum of firm sizes.



3. A NARRATIVE OF THE PUYUAN CASHMERE SWEATER CLUSTER

Brief History of the Puyuan Cluster

Puyuan Township is located in northern Zhejiang Province, between Hangzhou and Shanghai.
Historically, Puyuan was an important silk production center. In 1976, a collectively owned enterprise,
the Puyuan Tanhua (Weaving) Production Cooperative, purchased three hand-loom weaving machines
and began to produce cashmere sweaters. The gross output value of the cooperative soared from 28,000
yuan to 300,000 yuan in just one year, prompting the group to devote all of its production capacity to
cashmere sweaters by the end of 1977 (Chen, 1996).

This firm’s huge success prompted farmers in nearby villages and workers from the township and
village-owned enterprises to set up their own cashmere sweater production workshops. Meanwhile,
market demand for clothes surged exponentially after the success of rural reform in the mid-1980s; this
ever-increasing demand greatly stimulated production. Due to lack of savings, most entrepreneurs initially
worked from home using a few secondhand weaving machines, and sold the sweaters along a main road
linking Shanghai and Hangzhou. However, large crowds often gathered at these points of sale, blocking
traffic. In April of 1988, the township government and the local administration for industry and
commerce responded to this issue by raising 580,000 yuan from different sources and constructing a
cashmere sweater marketplace. Located on the southern side of the main road, this marketplace initially
comprised over 4,300 square meters of building area and more than 50 rooms. Both local merchants and
those from other regions of Zhejiang Province quickly moved into the marketplace and began doing
business. The openness of the marketplace deepened the division of labor, with merchants often putting-
out production to different workshops in Puyuan after receiving market orders. In 1990, the township
produced over 2.8 million sweaters, and approximately 90% of the households in Puyuan Township and
its peripheral villages were engaged in the production of cashmere sweaters.

By 1992, the old marketplace had exceeded its capacity. Between 1992 and 1994, the local
government further raised nearly 100 million yuan and built 11 more marketplaces with more than 3,000
rooms for intermediate inputs and cashmere sweaters. Once again, the new marketplaces were very
popular and quickly became filled with merchants from all around China. The establishment of standard
markets for intermediate and final goods enabled small family workshops to easily access raw materials,
intermediate inputs, and national markets. Easy market access also lowered the transportation and
marketing costs. As a result, the majority of entrepreneurs chose to specialize in only one stage of
production. Cashmere sweater production recorded an explosive growth in this period. As of 1994,
Puyuan’s sweater production capacity reached as many as 10 million pieces with market sales exceeding
2 billion yuan, making it the largest production center of cashmere sweaters in China.

By the late 1990s, the large expansion of low-end cashmere sweaters had largely driven prices
down. The profit margin for enterprises producing high-quality, brand name sweaters was much higher,
but Puyuan had very few well-known local brands at that time. Thus in 2000, the local government set up
an industrial park of 2,245 mu (1 mu=0.067 hectare) in an attempt to attract well-known cashmere sweater
enterprises with famous brands from elsewhere in China. Due at least in part to preferable land, tax, and
credit policies, the industrial park was quickly occupied to full capacity. In addition, the local government
encouraged local enterprises with high growth potentials to settle in the park, expand their production,
and establish their brands.

As of 2007, over 4,000 enterprises and family workshops in the Puyuan Township were engaged
in the production of a variety of cashmere sweaters, and the market boasted more than 6,000 sweater
shops. Over 60,000 people worked in different stages of the cashmere sweater production in this cluster.
The market transaction turnover topped 10 billion yuan and the business volume amounted to nearly 500
million pieces.* Along with the rapid growth in production, the local population jumped from less than

! Data source: Puyuan Administrative Committee of Marketplace.
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30,000 in 1992 to more than 130,000 in 2005; among the latter, over 90,000 were migrant workers
(Tongxiang Statistical Bureau, 2007).

Two Modes of Production Organization

The Puyuan cashmere cluster includes two major modes of production: the putting-out system and the
integrated factory system. In the following section, we briefly introduce the two systems.

Putting-Out System.

The putting-out system is a merchant-led production organization form that consists of virtual production
coordinators (shortened as VPCs) and many independent workshops and small enterprises. Silk
production systems adopted the putting-out system as early as the Ming and Qing dynasties. According to
Puyuan Township History (Chen, 1996), silk merchants purchased raw materials and then contracted out
the production to individual workshops at the time. Because the workshops usually did not have much
capital, they normally did not purchase raw materials by themselves. Instead, their major source of
income was processing fees. Although silk and sweater productions differ in their technical details, their
organizational modes of production are similar. Typical cashmere sweater production includes 10 main
steps, as shown in the upper part of Figure 4: purchasing yarn, computer-aided design (CAD), weaving,
assembling, dyeing and finishing, buttoning, ironing, printing, packing, and sale.

Figure 4. Two modes of production systems
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In the putting-out system, although most of the production takes place in independent workshops,
the VVPCs play a key role in coordinating the production process. These VPCs either rent or own shops in
the township’s designated sweater marketplaces. More often than not, they imitate designs from bigger
companies or fashion magazines, create sample sweaters from these designs, and display the samples in
their shops. As Puyuan is the largest cashmere sweater market in China, many merchants visit the shops
in the marketplaces before putting in orders. When the VPCs receive orders or believe that a certain style
will sell well, they purchase raw materials from the marketplace and have them delivered to family
weaving workshops further down the production chain. The generated semi-finished goods are sent to
dyeing, finishing, printing, and ironing enterprises, and the VPCs (merchants) perform quality inspections
and package the final products in their shops. If any quality problems are identified, the VPC will trace it
through the production steps and resolve the issue with the responsible party.

The capital requirement for yarn dealers is high because they need a large amount of working
capital for the yarns stocked in their shops. The Puyuan cluster comprises 250 yarn dealers, 5,700 sweater
merchants, and over 4,000 production workshops. The local government has set up specific marketplaces
for yarn and sweater merchants. Ironing workshops are concentrated in a designated area with access to
centrally-provided gas. A few villages in the township have demolished scattered farmers’ houses and
rebuilt them into more compact six-story townhouses. Usually, the workshops are located on the first and
second floors of the farmers’ houses, the workers sleep on the third to fourth floors, and the local
residents live on the top floors and collect rents from the workshops. Most workshops are within a three-
kilometer radius of the sweater marketplace.

Integrated Factory System.

The lower part in Figure 4 depicts the second business model, which has integrated enterprises at its core.
These businesses design their own samples, purchase yarn from the yarn dealers in the marketplace or
directly from yarn factories, and complete the weaving process in-house. They then typically outsource
the semi-finished goods to specialized dyeing and finishing workshops/factories. After these steps, the
products are returned to the integrated enterprise, where they are buttoned, ironed, sorted, printed, and
packaged before being ultimately shipped out to the national market through the logistics center in
Puyuan. Some enterprises may further outsource the ironing and printing stages.? Most of these integrated
enterprises are located in the industrial park.

It should be noted that yarn dealers and dyeing/finishing factories serve both putting-out and
integrated factory systems as separate entities. Yarn dealers usually rent a shop in the yarn marketplace;
the yarn shop requires only one or two people, but the business is rather capital intensive. Because its
business model is similar to that of the sweater merchants, we include it as part of the putting-out system
in our analysis. The dyeing and finishing factories, in contrast, usually have large buildings, employ a
number of workers, and include many indivisible technical stages. Most of them are located in the
industrial parks, together with the integrated factories. In the following analysis, we therefore regard them
as an integrated factory.

2 Banerjee and Munshi (2004) define a firm as integrated if it includes more than one stage of production.
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4. DATA SOURCES AND DESCRIPTIVE STATISTICS

Since 2005, we have paid numerous visits to the cluster and kept in close contact with a number of key
people in the industry, including officials at the Puyuan Administrative Committee of Marketplaces, as
well as merchants, workshop owners and workers. Through conversation and observation, we have gained
a deep understanding of both production systems. This greatly helps us obtain valuable information about
various business activities when we conduct our surveys.

Data Sources

Our data come from two sources. The data on integrated firms in 2006 were obtained from the
Administrative Committee of Puyuan Industrial Park (ACPIP). The enterprises in the industrial park are
required to submit to the ACPIP accurate statistics on their fixed investments, numbers of workers, gross
output values, profits and taxes. After we excluded seven enterprises that had just been set up in 2006 or
lacked complete data, the sample comprised 118 enterprises, including 94 integrated fac