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1. Intreduction cpd SuUEmELY

The main theme of this paper is “o discuss the employment lag in Greek aanu-
facturing i.e. the small direct contribution of a rapidly growing sector to the
overall cmployment situction. This is o problem faced by most developing
countries who heve acb’.ved a satisfactory rate of industrial growth in the
last twenty years tut have attained no sign.ficcnt improvement in their employ-
ment situation. If past trends continue and massive unemployment is to be a=-
voided, employment in the tertiary sector should rise fast enough to offset
the shrinking opportunities on the land and to segure jobe for the growing
urban labour force, while the sccondary sector will have a neutral employoedt
offect or, at best, make a marginal contribution to the creation of new joba.

The Greek experience indictmthat epart from the natural incrcase in labour
efficiency, the principal cause of the cmployment lag is the lack of right pro-
portions among thc various labour grades which would make possible an acceler-
ation of industrial growth and the use of less capitcl-intensive techniqucs.
Another reason relates to the aveilable tcchnology which, developed in the
advanced countries, is bascd on capital-intensive methods of production, The
small average size of the industri:l firm cnd its low lebour productivity ot
the beginning of the p.riod under cxeminc tion, also play a part beczuse out—
put could grow fast through concentr:tion tnd better use of existing resources
vithout additional employment. Far from giving couse for concern, thie last de-
velopment is welcome if the rise in overall industrial efficiency raises ac =
tivity in the economy as a whole and has an indirect effect on cmployment in
othcr sectors.
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Between 1951-65 the output in Greek manufocturing increcscd three-fold at
an annusl compound rate of 8.2%, a3 against an increase of the gross nationsl
product of awout 6®. This growth was primerily the result of productivity
gains vith a marginal incrcuse in employment. The two population censuses in
April 1951 and March 1961 recorded industrial cwmployment of 426 th. and 444
th. respcctivcly, and the two industrial censuses in November 1958 and Sep -
tember 1963 employment in industrial cstablishmcnts of 441 th. and 494 th.
respcctively. Allowing for scasonality, these figures show that employment
betwecn 1951 and 1963 grew on average &t an annual rate of about 1%. The same
r:tc of growth took plece in mining and quarring which employcd about 23 th.
persons in 1965. At the same time the population has grown from 7650 th. in
1951 ¢ £.6C0 th. in 1966 or =t cn annucl r tc of 0,9%, the total labour forece
by ~bout C,5% znd the non-rurzl labour forcc by about 1.5%. In other words
employmcnt in manufacturing end mining has simply kept pace with the growth of
the labour force but their share in non-rural cm_ loyment fell.

The balance-shect of Greek labour has been as follovs: Agricultural employ=-
ment was increasing in the eerly 1950's, romoined stable the ycars after and
has beoen shrinking since 196).. It is now put ct about its 1951 level of 1.800
th. scrsons. During the same period employment has increased by less than 200
th. pcrsons in industry and construction and by about 300 th. in the tertiary
sector. Sincc the labour force grew by about 700 th, and the reduction in un-
employmont was modercte, there has been agp of over 200 th. persons which has
been absorbod by external emigration.

Open unemploymcnt =mounted to 179 th. in 1951, increased to 215 th. in
1961 and is put at 120 th. for 1965. Since then it has been growing again due
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to the abrupt curtasilment of emigr=tion to Westcrn Europ.. Besidcs, thore has
been considerable underemployment in the urban centers, ¢speeinlly in the
service sector, and on the land which still provides employment for half of the

labour force.

The high hopes of the cerly post-war yoars thet industrisl growth would
solve the problem of uncmployment havc given way to disillusionment -s to the
contribution industry can meke in croating new employment opportunitica.(l)lt
is evident that despite the dynamisu of this sector and the fact that its sha-
re in gross domestic product hus approached thet of agricultute, industry has
not taken advantage of the apparcnt amplc supply of labour and is not expected
to do so in the coming ycars. The share in employment of food processing and
textiles, the industries traditionelly considered as labour-intensive, is still
one third of total and if there is any indicetion as to the future trend, this
points to the growth (more than proportionally) of capital-intensive industries.
The structure of the Greck indusiry, the skill distribution of the industricl

labour force and technological dcvelopmcnts are the principal factors behind
this cmployment lag.

3. The effective supply of labour

The large size of open unemployment and the small proportion of industriel
employment to the labour force rulc ocut the possibility that the limiting
factor of industrial grcwth hos beon lobour. Nevertheless, tho analysis of the
industrial labour force and of the skill rcquirements in mariufacturing revoals
imbalances in the demand for and supply of the various grades which have ocur-
tailed seriously the ability of industry to take on more labour. In perticue

1 For a discussion on this problem sce W. Baor and M. Hervé Employmcnt and
industri-lis-tion, Tug Qu-xtcrly Journd of Econouiss. Foba 1966.
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ler, the cxisting compleuwentnrity among the vaorious levels of skill and the
shortages in some of them have crcated cmploymcnt bottle-nccks in spite of the
overall lcbour surplus. Therc hcs been on ~bundance of unskilled labour and
an adequate supply of qualifiecd ongincors but firms oncounter some difficultiaes
in finding low-level skills, and face wore serious shortcges in the middle-raik
end the manugerial prrsonnel. Thesc conditions refleet the manpower situation

in the vconomy as a whole.

Unskilled labour. The predominance of agriculture in the employuont of thc
labour force and the relatively ravid productivity growth in that sector have
resulted in a large flow of unmskilled manvower (20 th. anmually on average)
froo the land to the urban centers. Manufacturing, along with construction
and mining is their first stage of employucnt in the urban sector. Wages for
these workers have been low but, due to minimum wage legislation, considorably
above the level which would express the oxisting supply and demand conditions.
(the minimum wege and the employer's socirl insurance contributions which aro
about 17% on earnings are fixed by law). Considered in relation to their low
productivity and the relative scaroity of complementery skills, increcsed em=
ployment of these workers could hardly be recommended on efficiency grounds.
On the contrary, other strong foctors which will be cxamined below, have madae
the application of capital-intensive techniques more advantageous to the entre~

preneur.
The supply of unskilled labour has thus fuced & sluggish demand from indus-

try, limited mainly to replncements through intersector mobility and promotion,
and the ratio of unskilled workers to overcll employmcnt which is jut at oneo
to five for the early 1960'3(1? has becn falling. Consoquently, not only hes

Projegt, 1965, OKCD, and w
“.muwm 1966~70, CPER, 1965, pp. 46-47
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n:mufacturing mnde a very sanall direct contribution to overall employment but
also it lLas employcd no additional labour of the kind which has been more a-
bundant .

Bmployment in construction hes followed difierent patterns. Labour pro-
Buctivity in that sector increascd more slowly thon in manufecturing and there-
fore the employment lag was substantially smallor. Besides, complencntarity
did not limit the effcctive demand for labour. The ratio of unskilled labour
to othor grsdes is relatively high, about onec to one, the ohsolescence of skills
has been slow because of the relatively smooth change in production techniques,
and long trndition has created adequate channels for the supply of the required
skills, In addition, by the very structure of the sector and & market for out-
put not exposed to foreign competition, its giowth did not rely to any consider-
able cxtent cither on scicntific manngerial efficiency or on dynamic entrepre-
neurship. As a result, cmployuent rosc from 70 th, pcrsons in 1951 to 170 th.
in 1961 and was about 190 th. in 1965. However, evomn in that sector there has
wena considorable slow=down in the rise of cmployment although this is still
groving faster than in industry.

lay-lovel skills. About three quarters of all industrial employment be -
longs to this category whose mild shortages are due to three dcstinct factors.
The first is the upward shift in demand as a result of the rise in overall em~
ployment and of the technological developments which have incrcased more than
proportionally the roquiremcnts for these skills. The second is the fact that
nev skills have to substitute for the onus which are rendored obeolete and use-
less by technological advancc. In the traditional tobacco, food processing,
shoe and clothing industries new categories of competence huve comc to the fore
replacing traditional skills and changing tho overall skill distributitn. The
third is a supply f otor and relates to the slow response of both industry and
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tre cducntional systen. to the chonging skill requircrents. Manufacturing in
porticulir, hid noither the troditicn ner, bociuse of the predominaint small
size of the industricl firw, the - 2lity to tr.an systiucztically its own
personncl. Before the carly 1960's wien the ~ppruntice schools of thc Ministry
of Labour m:d. an imp.ct on the ucrket, low-levileskills wore supplied through
the old system of long apprentiship which did not provide for cny forunl clasius,

and whose output wes relatively swall ~nd of low quality&l)

The upward shift in demnd ond the sluggish response of supply have re -
sultud in higher wages through colluctive bargcining and the wage drift. This
h~s increased lcbour costs without a corresponding rise in productivity ond hes
coutioned entrerpencurs cc to th: new ordors for equiprent and the choioe of
tochniques. The lergest port of the low-level skills is used in repair and
sicirtencnee work as well o8 in the irndling of rclatively simple rechinery,
Highcr wages heve wade the use of o0ld cquipuent uneconornic and the introduction
of cxpensive scai-autowntic wachines quite profitable. Following sirilar cxe-
pcrioncc in mony developing countrics, tue Greck industry h:s found thot these
ecninas ore on the whole butter ~daptcd to the Grueek lubour force conditions,
th:n older wodels of wulti-purpoue w.cuincs. Apwrt frow the fact that they
¢ n bc hondled by unskillcd l-cour, seni-nutouwatic wnchines raise labour
productivity sharply. Therefore, -t one stage of capital intesity requirements
for low=levcl skills increasc but the next stage towsrd which industry is now
striving, is to ruduce substentirlly rclicnce on labour of all grades. A typi-
cal exar.ple is the tobceco industry. Through reorganization and the cppli-

1 It ie interceting to note thatmcrly half of the trainees of the Inter-
govornuont:-l Connittoe for Buigration (ICEM) whose intention was to
audgrat. abrord, changed their mind cs soon os they pickod up some
low=lcvel skills and were offered satiofcoctory jobs by cuployers at hane,
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catiun of new techniques in e hridling, storuge and processing of thoe row
moterial, 1nbour veas reduccd gzrodually frore 27 th., persons in 1958 to 17 th, in

1963, whilc velue add.d pcr person cmployed increascd by about once third.

Mjdile-level gkills. (Perecae with eccondary tuchaic .l cducation, forcuen

f «nd cxpericnecd operators of complox mnchincry).

¥ The personnel of thie groun holds the importent pesition betwoon wrnogoucnt
and tnc broad busis of the somi-skilled 'nd the unskilled workers, out hos beun

(1)

found to be very linited in size (chout 2% of totel numbers in ninufreturing)s

As in mcny othur developing ccuntries, in:dsquate supply in Greece is due
to ¢ l:g in the rcalization of tiic imoortance of thesc jobs and the resulting
lack of training facilities ond socicl stotus for thew. This kind of persomiel
citler comes from the lower rcil.s througs promotion or it is supplicd from
tcohnical schools which roquire sccondcry cducation for admission, In Groece
sccondory cducation is mainly of o clossical orientation and its graduates
prefoer clcrical jobs to indusirirl occupetions. Whatever interost is shown for
middle-ie vl ~otuswiad w21 Culee oadnldy from the children of che wiskilled

workers and other low incomo groups of thic urban centurs.

Since well equippud st to sciiocls cre fuw all over the country, the inter-
«oted groups resort to privnic, ill-oquippud colleges with the rcsult thot thadr
training lcaves wuch to be dosircd., Therefore, not only numbers cre livited
but cuclity es well ie low. The two combincd form a serious constreirt to indus-
trinl zrowth beccuse z) inaduquate supcrvision rosulte in mishandling of equip-

ment and low overcll cificiency, b) conplemcntority i.e. a ocortnin opti.uwu

B 1 lNieddtorrancan Regional Project, 1965, ORCD, and Draft of the Five Yocr
Econgzic Daveloprent P for Grocgy, 1966=70, CPER, 1965, pp. 46-47.




1D/CONF .1/G.61
English only
Page 10

retio between widdle-lcvel ~k1lls =nd lower gredcs, docs not allow higher cu=-
ploynent of the latter w.iich arc more ~bundrnt. This prejudices entrepreneurs
ageinst"opcrator-paced” processes and prevents full utilisation of thc existing
capitel stock (work on o sccond shift, .te.), and ¢) the menagerial personnel
arc taxed hcavily on rcsponsibilities and their encrgy is divertcd to duties

other than those of o mennger.

Managericl pcrsonncl is a cose sinilar to the middle-lovel skills., Greek
schools of higher cducation h. ve 10 preper managuient courses. Those were not
tuught ot all a fow years ago but have beon introduced rccently to varions
schools znd speciel seminsrs organized by State Institutes end Industrial Organ=
jzations. The sacll avercge sizge of the Greek industrial firm, the fanily
charrcter of it and the wcntelity of many industrialists who arc reluctant to
dolccate responsibility to profcssional managers, have also been responsible
for the slow growth of the ncnagerial class. In conditions of intensificd cou-
petition within the framework of the Buropsan Economic Commmnity, of which
Greece is an assuciate monbor, well-trained and experienced ronogers are indis-

pensable in order to cnsure tho retional use of availeble rcsourccs.

The demend and supply cnelysis of the various gredss of industrial lebour
leads to the conclusion that thore is & serious problem of lack of couplewenta-
rity in the lsbour forcc. This lack cncourcges capitcl doepening in industry
and has an unfavoravle cifect on output growth. Both work ageinst the rise of
industrial ecuployment.

Labour i dear bocause of its low productivity and not bocause wages are
unduly high. Groek unsiillod labcur omigrating to Western Buropc is employed
at a wage rate which must et least oqual its parginal product. This is twice
£s high as mm-ewomﬁoanbepaidainlybocamthorightmporﬁombo-

oo B
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tween she various Yeb~ ¢ % n thosc countrics illow better utilisetion of

ressurces. weking Greek labour twicc &3 productive cs in its homcl~nd.

3, Implizations of the_lew employce—cuployer rotio in gapufacturing

The nucber of industrie? cstablisnuents increased from 108 ta. in 1951, to
122 th. in 1963, while tho resio of pcrsons per cstablishment rexeined about
the s.pe, at 3.8. However, the distribution of the industrial cstablishments
by size of employment prescnts a dit ferent picture. In 1963 ebout one holf of
overall employmcnt i.e. 234 tii. persons, was in 116 th. industriel cstablish-
ments giving average employnent of two p.rsons per establishuent. There hcs
been very little improvement over tho years in these rotios which, among othcers,
shov the small handicraft character for half of the Greek manufecturing cmploy-
nent. The other half however was in 7.9 th. establishmints at an average ratio
of 40 pcrsons per csteblishment, although its overall improvexent over the ycers
wes sleo very small. Nevertneicss, important develomunts are taking place in
~arge neale industry. Firms crploying 200 persons aund over numbered 107 in
1363 enc 123 in 1955 cnd employed 51 th. and T1 th. persons in the two years
w_cpoctiveiy..  Jimilar developments took place in other groups.

The proportions ainve ¢~ clestly relrted to the cuployuent leg. large
socale industry cccounts for thc lor.est shere of industrial investmont, output
growth nnd new euployucnt opportunitics. Modelling itseclf on the patterns of
large scale industry in the developed countries from which it buys equipment
and technical know-how, it can rcise its output through mechanisation, con -
timwous adjustment in mcthods of organizetion and the resulting rise in labour
productivity, with little resort to additional labour.

1 Confedoration of the Orock Industrialists: Information bulletin Jan. 31,1967
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¢. The choer of ughnelry

During *the poriod uncor exaninition only one tenth of the totsl fixed cepi-
tal ferrotion went to m~nufi.c*uring. For (11 sceters, gross fized investment
in mechiner: ¢nd cguipticis vas 1.2 of GNP, ns :goinst 10.4% in the countries
of thc turopecn Iconaiiic ’1cmr.u::i':y.(l) Coobinud with the prevoiling high inter-
¢st r-ues, these percentiiges - re a2 clear indication of the existing sc.rsity

of irdustrinl enpital in Groece.

saced with this scrreit;, entrceprencurs would be oxpocied to choose labour=-
intonsive processcs in new investment. Th-t wes not quitc so. Although thers
hes not becn & rush to intrcduce automated processcs ond the very letest lobour-
saving techniques, thcy have e¢stablished new copitel-intensive industries such
as stacl ~nd chenmiccls, =nd h.ve advanced aechcnization r-pidly in all existing
industries. Endeavouring to achieve the lowest cost per u. it of outjut, they
have thus choscn ccpitcl- intensive techniques agrinst the cpparent factor a-
Velin0lalTY a1 ulle COwlItly, 4.0 tho = 2. tlve ocorsity of capitil :ind the a-

undanee of l:bour.

+t k23 been csstiunted tict for cach net new etploynont opportunity in indus-
t2y . investricnt of $15.0CC tekes place. This is the increment.l capitel
to labour r-tio wiricii is >bout five timcs above the average ané sinows that the
lebour~-saving part of new invest.ent. dircveted to the codernigetion of estebliah
od firns, is considercbly bigger than “he rest which is direccted to tho ocre -
ction of mew euployncnt opportunities in expanding or new firio.

. Sec G. m&éomm‘v_ I iyncle ! ‘R : At g
mblished Pl cossortotion, New York University, 1767, og. 58 -nd 65.

Xoleggiths

FRIAE
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A pertial explination of this situction is thaot industry epplicd the only
available technology, dcveloped by the economicslly ndvonced countries which
are intercsted in lobour-snving rether than lobour-intensive techniyues. To
the extent thot ioportcd mnchinery and methods rondered themselves to =lterna-
tive uses with more lobour int:ke, this wos token adventoge of, But the Lorgins
were lirditod. For ¢z isple, ¢ worc intcmsive use of mochinery through better
nointenonee, quick repoirs, ndditioncl suifts «nd regul-r flows of :aterials
presupnoses o high degrec of crganizetion end avrilobility of 211 compleacnto-

ry fcetors within the firm cnd its economic environrent.

The importation of second hend maciinery hns -~1so been tricd but only to ..
licited cxtent. This was cheaper to buy so thet interest :nd depreciation
costs were lower, ond hoving been built ~ fow decades pest, it needed more
lebour to operate. But mcintenance and repair coste were high, even when spare
parts could be found cnd cheap l-bour be sccured, which was not always the case.
Boeides, Greck industry hrd the common experience of other countries, i.e. it
found that output por unit of cxisting sabour-intonsive c-pitcl stock was
marginally above th~t coming from the use of up-to-deto,ccpiial-intensive equip-
mont, Other factors 21so played 1 part: young technicions werc better traincd
and pesycologically well inclinud tc hondle up-to-date cquipcent, capital-in-
tensive industrics ~ttracted .aore dynamic entr-proneurship, firms att-ched
prestige value to new Lochinery,etc. On the wholo howuver it was ser, cir and
land transport which mede ~nplc use of second hand equipment beccuse it was
both easier to tronsfer, hoving no disa:rntling cnd reinst-Lation costs, and its
rate of econonic obsolescence was slowor then thrtof plant nnchinery.

6. Conclvdirg regcrke cpd suzgestions for Luriher reseirch
In conclusion, the odds hcve been ngninst higher enployment in industry be-
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ceuse crpitol=intensive incCustrics ond ropid mcchanigation in 11l industries
h~ve bcen fivourcd by the prttern of cconoiic yrowth ond the factor endowment
in the courtry. Noverthelcoss, ioic chpericcl resesrch necds to be done on the
reloticiusidp betucen cmployment .nd industriclization,znd ¢specielly in two of
its spects. The first is the case of nec.ler ted industrirl growth, its
potenti~litics -ad cconouic iwplic:tions. Intorn-tionel cxperience shows thot
fn oy loping countriss e by bout T -niv 1
productivity in thot sectcr riscs by ~bout T ~ruiu 1ly. It fellows thut suw
t.ined cuiut grovih ot . ote in oxeess of thic risc will result in preportion-

1 inerese in 1 bour requirements.

The 32cond ~spuct is the enploymsnt effect of industrial output growth on
othir sectors. The evidence suggests thot industrialigzation is accompenicd by
nev coployncnt opportunities in construction ond the service sector, eithor
through the rise in incomes and the consequent incri.se in effective deizand or
through couplciacntory cetivities to industricligation. It is quite possidle
thit inCreubea wopioyuent 1u vthur scctors doponds on the techniques of pro-
duction uscd in industry, the cepitzl-intensivc kind neving a stronger ecploy-
Lent effuct, i.c. colling forth ¢ grecter amount of ewployncnt, than the use
of lnbour-intensivc tcchniques. The stage of duvelopment and the structure of
the cconony moy ~lso play ~n irportant p-rt. In Greece the relationship be-
twocn industriclisation and employment connot be siiplc nd struightforward.
About two thirds of fixed cipital investucnt during tne period under oxciiin-
ntion went o conetruction, half of it to residcntinl housing. That wes bound
to augacnt output ond erpioyment in that sector. In the service sector, on the
other hrnd. two uijor bronches, niuely tourisn ~nd shipping, have grown quito
indepaudontly from tho pciformonce of ucnufucturing andustry.









