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PROBLEMS AND LINITATIONS OF SMALL-SCALE INDUSTRY:
THE GREEX EXPERIENCE

1. lniroduction

b.

Small-scale industry should first be properly defined, because it may
pean different things to different people in different countries, The
first thing one wants to be clear about is whether the reference is

to small plants or to small jndustrial firms; small production units
or small business units. If the probleas under consideration is con-
centration of industrial vower, then the unit of interest is the fim,
But even a consideration of the size distribution of plants in a given
industry could offer an approxiate indication on the degree of firm
concentration in that industry, since the maximum mmbd- + of firms can-
not be more than the number of plants. Moreover, the incidence of mul-
tiplant-firms, although not at all uncommon, does not explain, even in
developed economies, industrial oonccntution.(l)

The second thing one wants to be sure about is vhether one uses a sat-
isfactory measuremsnt of plant sise. Baployment, although just one of
the several measuring sticks used, is the most convenient single meas-~
urement, mainly because it is more readily available than other ste -

tistics, such as fixed capital or output, and it is often the only ste~

T Bain, Jos S., Jutamsticosl Disfermes b lduatrial SUgRs:
W!«hmmm. ale Unive
sity Press (1966), p. 144,
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d.

tistic available over a period of time.

Subsequently, one is concerned with the question of where to draw the
line between 'small' and 'not small' industry. If one accepts the pro-
position that the everage size of plants, in any country, depends to
a significant degree on the size of the country's market and its de -
gree of industrialization,(z) as being a reasonable explanation of
plant size differentials among different countries, then one can pro-
ceed to cut off 'small' from 'not small' industry, in any particular
country, without much reference to international comparisons, since
what would be considered as small industry in the U.S.A, may be con~
gidered medium-sized, say, in France, an? rather large in Greece. To
some extent and for some purpose this simple viev. may be of great help.
This view is helpful if, for instance, the purvose is to associate
smallness with specific problems which only small businesses face in
any industry and in all countries. Onkthe other hand, if the purpose
is to study the relationship between small-scale industrial produc -
tion or enterprise and efficiency in different industries, then inter-
country comparisons offer perhaps, the only possible workable frame
of reference. Statistics on inter-country differentials in plant size
distribution, by industry, can be of great help to the policy-makers
and planners in the nevly-industrializing countries. Thas is an area
in which international bodies like UNIDO can make a contributiom,

The ecope of this paper, which is concermed with amall-scale industry
in Greece, ie perforce limited by the data available. No quantita -
tive comparisons with other countries are attempted, and the quanti-
tative avidence used, although sufficient to show the incidence of
smallness as well as to highlight the role and problems of small-scale

2 Ihid., p. 40.

/o--




f.

ID/CONF.1/G.62
English only
Page 5

industry in Greek manufacturing, is not adequate to give quantitative
support to any preconceptions as to its relative efficiency.

Regardless of such limitations, a discussion of the Greek experience,
especially in view of Creece's entry into the E.E.C., we feel, should
be of interest to many developing and newly-industrializing countriese,
By associating hersclf with the industrialized E.E.C., Greece has cho=-
sen to follow a path of economic development which will necessarily im-
pose some major changes in the structure of her economy and in partic-
ular of hor manufacturing sector. This newly-created situation has nat-
urally affected, and is bound to affect even more deeply, the condi -
tions tinat govern the life of Greece's small-scale industrial enter -
prise. And one of the characteristic features of Greek manuf acturing,
as shown below, is its 'small-scaleness'.

The subject under consideration, we feel,is important to Greecc amd

to all those countrics. thst face or will be facing similar conditions.
It is important to assess the role of small-scale irdustrial produc -
tion and enterprise in the process of economic development and indus-
trialigation, to realisc their limitations, and to analysze their prob-
lems, s0 that an appropriate development policy fer small-scale indus-
try may be evolved and integrated vith an over-all industrializetion
policy. These issues are taken up in the following three sections.The
first section deals vith the incidence of small-ocale production in
Oreek manufacturing; the second deals vith the role of small-scale pro-
duotion and entervrise in industrial development, and the last section
deals with the particular problems of small-scale industrial enterprise
and with policy issues. But before procesding with the analysis, it
would be appropriate to say something about the data that have been ma-
de use of.

/ooo .
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The statistics consulted arc those that resulted from the last Indus-
trial Census, of thc yesr 1963, and thc Annual Industrial Surveys of
the yeers 1963 and 1964. The Industrial Cen=us shows nucber of est2b-
lishment, employment, and H.P. inst-lled, brokcn down by industry. The
sige distribution of cstablishments is given by employment and H.P.
jnstalled. Thc Annual Surveys, on the other hand, apart from number
of cstablishments and ¢mployment, also show gross value of production
and value added, with a partiil analysis of thcse variablc. Annual
Surveys have howcver a besic limitation, which is of importance to

the subjcct under consider:tion; namely that thcir sige distribution
is 1imitcd to a distinction between 'major' industry (esteblishments
employing 10 persons and over) and 'minor' industry (::stablishments
employing less than 10 persons). 'Minor' industry included,or rather
(3) Certain
other information of a qualitative or quantitative but of a pieb.cmaal

is composed maimly of, small craft and cottage activities,

naturc has been uscd whenever such informhtion has becn judged reason-
ably recliable.

3 Tho availablc statistical evidence, as far as the subject under
aopsideration is ooncerned, has at least two major shortoom-
tngs. First, instead of the firm or the plant, thc unit of ao-
tivity that both thc Census and the Annual Surveyes oxaminc is
the 'cstablishment'., Thus for the purpose of this paper the
‘catablishment' is used as a proxy for 'plant' with the hope
th=t the incidcncc of multi=csteblishment plants is not too
prevalent or at lcast not too differsnt among the different
plant sige groups. The second shortcoming is of a more scri-
ous nature beceuse it does not allow comparisons over time.
™e Industrial Census that h d been taken five years prior to
the 1ast one was designed on a dif “cr.nt base, and as a consec-
quence the two post-war industrial censuses ec°nnot be safely
compared. On the othcr hand, the Annual Surveys began to cover
systcmatically all industry, 'major' and'minor' only from the
year 1963 on. Thcrefore, no adequate time series of information
on small-scale estrblishments arc available.
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2. MMMMW

a. An atomistic structure characterizes a large number of Greek manufac-
turing industries. According to the Industriesl Census of 1963,  the
number of cstablishments that employed 1lcss than 10 persons constitu-

tcd 95,2% of the total number of establishments in Greck menufactur-
ings so that 'major' industry, according to the definition of Greck
industrial statistics,cccounted only for 4,86 of the total number of
ostnblishments. In othcr words, a large part of Greck manuf-cturing

is really of small craft or cottage nature, Morcover, of the total
nusber of 'major' industrial establishments (less than six thousand
establishments in 1963) 65% cmployed less than 50 persons. T™us, if
in the oase of Grecce we take the employment of 50 persons &8 the
dividing line between 'small’ and 'not small' industrial establishment,
5 then about 99% of the Greck industrial csteblishments arc small. But

even if we take into consideration the fact that we arc working with
cstablishments rathor than plant statistics, and if we try to exclude
all thosc plants that employ less than 50 persons but use 'considerable’
mechanical moving power thesec conclusions will not change puch,

b. The relative position of small-scale cstablishments in Greck manufac-
turing is shown by the fol owing figurass Of the totel average annual
employment in manufacturing in 1963, about 70% was reported in estab-
lishments employing lcss than SO persons (50% in establishments cmploy-
ing less than 10 pcrsons). Again, about 55% -of the total H.P. instell-
od in mmfacturing in 1963, vas reportcd in est blishrents cmploying
loss than 50 persons (37% in establishments employing less than 10 pur=
sons). Average H.P. installed per establishment was, 3.65 H.P. unite
for the establishments with less than 10 persons, 42.3 H.P. units for
the establishments with 10 and over but less than 50 porsons, and 585.4
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H,P. units for establishments with 50 persons and over. As to the aw-
erage H.P. instelled per person erployed, which may be considered as a
very rough moasurcment of capital-labor ratios in 1963, it was 1.82
H.P. units for establishments with less than 10 persons, 2.23 H,P, u =
nite for esteblishaments with 50 persons and over.

The results of o eross-classification of establishments according to
the size of employment and the installed H.P. supporis, by and large,
the choice of the 'S0 persons' mark as a dividing line between 'small'
and 'not smrll' cstablishments. With respect to the distribution of
amsll-scale production among the different manufacturing branches, it
ie observed thet while small establishments are widely distributed
they are dominent,in tcrms of thcir share in total employment,in at Jeast
helf of the branches (major industry groups). As expected, small-
scale plants and atomistic business structure are found in industiries
with traditional lines of products, or in industries with easy require-
ments of entry, and where there cxist relatively simplo technologies
of production which can apparently 'compete' with more advanced tech-
nologies under certain market conditions, which, by and lerge, exist
in most of the developing countries.

The following table shows the mejor industry groups in which more than
70% of employment (average for total menufacturing) in 1963, vas re -
ported in establishments employing less than 50 persons. The same te-
ble also shows the relative iuportance of 'minor' industry (establish-
ments oaploying leas than 10 persons) in the same major industry groups.
The ten major industry groups that reported more than 70% of their em-
ployment in small ostablishments (less than 50 persons) accounted for
T7.4% of the total caployment in establishments with less than 50 per=
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sons in Greek manufacturing. Moroover, they accounted for £2.8% of
the total emvloyment in ‘minor' industry, On the other hand, the wide
distribution of amall-scale production in Greek monufacturing is evi-
denced by the fact thet only six out of the twenty major industry
groups in 1963 reported more than 50% of their employment in esteb -
lishments employing 50 pexrusons and over, These vere: metallurgy, to-
bacco, petroleum refining, chomicals, textiles and peper.

e. The above description refers to the situation that prevailed in 1963,
The question raised is whether this situation has changed since. One
piece of helpful evidence concerns the number of establishments in
the 'ma jor industry' category which started operating in 1964 end
1965, About 8% of the new establishments in 'major’ industry (with
employmnt of 10 persons and over), reported employment of 50 per-

”hh] ' ] "

Renking of major industry groups with more than 70% of their
total aversge annual employment in establishments with less
than 50 persons

1.8.1.C. Major Industry ~ & share of total employment
Code Group 4o sateblistments .
with less than 50 with less than 10
— —RALACRS . RELRODE e
v wood & ocork 95.3 T1.5
» miscellancous 92.5 74.2
24 footwear & apperel 92.3 79.6
26 furniture & fixtures 91.7 76.6
29 leather & fur 8l1.3 48,2
0 processed food 1.2 55.6
b -] motal 74.8 £09
33 non~metallic minerals 4.4 41.0
%% non-electric machinery 73.0 8.7
2 bevercges 5.0 51.8
Total Manufacturing: 8.9 49.6

M
Scues: Fationsl Statisticel Servioe of Greece,lndustrial Cemsus of 1963

'
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sons and over, accounding for 47% of the total cmployment in the now
cstablishments of the Major industry' category. This is contrasted

to the situation prevailing in 1963, when 15% of the establishments

ir *major' industry, accounting for approximately 60% of total employ-
ment in major industry, werc in the '50 persons and over' size group.:
Tis mey be used as partial evidence, on the one hand that the estab-
lishments which started opcrating in recent years arc again predomi-
nantly of 'small' size (i.c., with an employment of lcss than 50 per-
sons) and, on thc other hand, that therc is within 'major' industry
n ‘endency towrds morc concentration of employment (and by extcnsion,
of production) in thc larger establishments (SO persons and over). But
to com: to a conclusion with respect to recent changes in the pattermn
of size distribution of cstablishmonts in Greek manufacturing, ome needs
more-evidence than is prcsented here., After all, it is only natural
that new industrial plants should grow as they develop their potentia-
lititos over timc, and therc is no reason to expect that the 'larges'
new plants would grow faster than the 'smaller' ones.

Another picce of evidence as to recent developments in Gr.ek manufac-
turing is provided by thc licensing data of the Ministry of Industry,
which report on thc plenncd new establishments or expansions of indus-
trial enterprises. The distinction made here, and which serves our pur-
pose, is betwecn those cases that require a prior approval (license)
and those that ara required to simply notify the Ministry of their in-
tenfions. T™his second category of case, although composed of 'small'
enterprises, defincd as such acoording to the industry in which they
belong, does not include all the manufacturing enterprisecs thnt, in
torms of their level of employment, could be defined hore as 'small -

scale!. HNevertheless thcse data show that the annual expansion of
capncity is still and to a large cxtent oarried out by small manufactur-
ing firms. For instamce in 1966, out of more than seven thousand cases
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of intended establishments aml expansions of enterpriscs in Greek man-
ufacturing, 75% belonged to the category that requires 'no licenmse' .
These enterprises accounted for 55% of the total estimated installed
H.P. and for 17% of the total eatimated value of investment.

The Annual Industrial Surveys, as mentioned above, distinguish between
‘minor' and 'mejor' industry. The results show that during 1964, which
had been a year with a relatively high industrial growth, 'minor' in -
dustry grev faster, in terms of employment and production, than 'mn jor'
industry, Moreover, this growth seems to have been accompanied an ex-
pension of the average size of the establishments of 'minor' industry
by an increase in the number of establishments of 'major' industry. e
increase in the nusber of total estab'ishments in Greck manufacturing,
between 1963 and 1964, by 0.2%, was accounted almost entirely by the
increase in the mmber of the establishments in 'major' industry, which
increased by 3.7%. On the other hand, employment in 'minor' industry
increesed by 6.6%, as against 2,86 in 'major' industry, and 'minor'
{ndustry's share in total ssnufacturing value added increased from
28.% in 1963 to 29.8%.in 1964. As a consequence, average employ -
ment per establishment in 'minor' industry showed an incrense of 6.6%,
whereas it showed very little change in 'major' industry; and avernge
valus added per establishment showed a much faster growth in ‘minor'
ipdustry than it did in 'major' industry. But, we vopeat here, a re-
pid rate of growth of small-scale enterprises during periods of high
{ndwtrial grovth has been evidenoe in memy countrics ot different
tizes.

The data that heve been presented in this section nrovide, we feel,
adequate evidence of the predominant position of small-scale produc -
tion and enterprise in Creek mamufacturing. One might also take some
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of the piecemeal evidence presented here as a slight indication that
a change in thc sise distribution of establishments in Greece manufao-
turing is taking place. The presumntiom is that there is a slow trend
tovards a greater concentration of production and towards a growth of
the average sigze of plants in Greek manufacturing.

3. Ihe rele of small-scole induetry ju jpdustrinl development

8,.

One often mects the criticisam that developing countries are preoccu-
pled with lorge industrial nrojects and further that this preoccupa-
tion with a limited nurter of large projects often results in a neg-
lect of th¢ traditional areas of manufacturing activities, vhore smalle
scale industry is dominant, Apart from reasons of 'prestige', there
are also good economic r«asons explaining this attitude. On the one
hend, industrial development means, among other things, entering into
nev lines of production, exploiting local naturai resources, and
creeting import comneting and new export industries. To develop new
products thu less developed countries borrow ready-medc methods of
nroduction which hrve been advanced by industrialised countries, and
wiich makc liberal use of the factor 'canital'., On the other hand,the
developing countrics possess limited economic resources such as, saw-
ings, foreign cxchange earning capacity, 'modern' entrepreneurship

and mansgement, etc, If they are devoting their available resources

%o a number of new large projects wvhich may have an immodiate econom-
ic impect, such as an incrcase of resources in short supply, and most
probably an incrense in the supply of foreign exchange, they are meking
perhaps the best use of their limited resources. Such an approach

to industrial development, however has its shortcomings. One short -~
muwmxmmmmmulm'.mmatamu
Failure of one big project may somentarily set back the process of ’ i
dustrial development. Murther, the postponement of needed improvemmnts
in the treditional industries, vhere the bulk of smnll-scale industry
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usually conoentrates, mny result in a deterioration of the internction-
al competitive position of these industries. But there is yot another
and a more general disadvantage in noglecting the areas where small -
scale enterprise is dominant, which is missing a chance to have the
existing large pool of small-business entreprencurs-managers, as well

as some traditional skills, play a positive role in industrial develop~
ment,

Constructive criticism as well as experience of dcveloping countrics
in mtters of industrialization have contributedwe feel, in recent
years, towards & re-appraisal of the role of small-scale industry in
industrial development. It seems that there is an increasing aware -
ness of the growth potential that exists within small-scale industry
and a realisation thet this potential could be activated through the
proper system of incentives and assistance. Providing a set of con-
ditions conducive to the development of small business is, to-day ,
widely recognised as one of the functions of modern governpent, even
in highly industrialised countrics. Actually, in developed economies
there exists a greater ability-economie resources and institutional
or-anisation which can be used effectively for this purpose, than is
generally available in less developed economies. Thus, the newly-in-
dustrialising oountries, in order to start providing direct assistance
to teir small-ecale industrial enterprises, must first devise ways
through which such assistance can beoome effective. The general-pur-
pose institutions and agenoics that exist at the pro-industrial or
initial stage of development are of ten inadequate to cope with the
noeds of small-scale industry as well. The reasons for this are not
diffioult to see. Pirst, the needs and even the very nature of organ-
isation of small enterprise (often of a small craft and cottage charac-
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ter) are quite different from those of he large industrial firms. The
basic differences between 'small' and 'not small' industrial enterprise
have led some students of industrial orgenization to treat small indus-
trial firms as a unique species of industrial organisation“). Second-
1y, small-scale industry in less developed economies usually tries to
compete with medium-sized and large industry. But the general-purpose
institutions and agencics that are supposed to help all industry, small
and large, find it casier to devote their efforts to helping enterprisms
of a 'substontinl' size. Moreover, in doing so they may even develop
a bias against small enterprises which, after all, compcte with their
'clients'., As a result of this attitude, an institutional barrier may
becstablished which may prevent small-scale industry from developing
its potentialities., Small-scale industry, to have a change to develop
its potentialities, must to a large extent be provided with institu -
tions of its own.

The role of small scale industry is sometimes described as that of a
(5) If such an important role is attri-
buted to small-scale industry, them this 'seedbed' must be given good
ocare, But the role of smll scale industry in industrial dsvelopment
must itself change as industrialization makes headway and passes from
onc stage of development to the next one. At the begining of the in-
dustrialisation process, smll-scale industry, which may be by and

large confined to a number of traditional industrics, can play the sO-
le of a provider of necessities, the same way that the primery sector

'seedbed' of entreprencurship.

4 Penrose, Edith Tilton, ng.m:uuumm Basil
Blackwell, Oxford (1359) p.19.

5 Stanford Rescarch In:titute-International Industrial Development

Center, MLM?M_P:W The Free Press,
Glencoe, Illinois (1959) p.v.
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is expected to contribute to industrial development. At this initial
stage of industria'ization small-scale industry mey operate and even
grov in industries where the optimum scale of production and opcration
is quite large. This could be especirlly true if the economy is grow-
ing at a high rate, because large industry cannot possibly take advan-
tage of all ncw opportunities that are thus generated. Thus, small-
scale industry may incrcnse its share in total manufacturing produc-
tion, despite existing cost differentials between small and lerge en-
terpriscs in the same industry. When the economy is growing and do-
mestic production is protected, questions of optimality ond relative
cfficiency are usually postponcd. They have not yet become 2 matter
of life or death for the relatively inefficient firms.

Bxperience in Grecce supports the above statement. For instance, dur-
ing 1964, a year of reletively high industrial growth, 'minor' indus-
try has grom, in terms of production and employment, much faster than
did 'major' industry. 'Minor' industry in thet year contributed 388
of the incremental value added and 74% of the new jobs in menufactur-
ing, Moreover, it achioved these results vith the mindimum of invest-
sent. Only 20.7% of the gross fized investment in menufacturing in
1964 was -contridbuted by 'minor' industry. Thus, small-scalc industry
has shown that it can expend its production, at short notioce, and with
1ittle capital. Yct this cxpansion of small-scale industry is not exe

plained on grounds of relative efficiency.

As industrislisation procevds, effective ocompetition between 'smell'
and 'lerge' industry is expected to increase, especially if the rate
of economic growth slows down. Bfficiency problems become then of pri-
sary importance, And although small-scale production in meny industries
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mAy not necessarily be inefficient, existing small enterprises, by and
large, will find it necessary to 'modcrnize' in order to survive. This
stage of development is a critical period for small-scale indus try.But
if dom-stic industry is still protected against forcign compotition the
effects of domcstic competition alomse may be slow in reaching the strong -
holds of thc traditional industries. Meanwhile, new small indus trial
enterprises, orgrniged on a 'modern' basis, mey at this stage, spring
up in nowly-cr ated industrics, as part of large industrial complexes,
Thus, a complementary relationship between large and small enterprises
mAy now bcgin to anpear,

Industrialisation in developing economiec is, as a rule,domestic-uaricet
oriented and its main driving force is import substitution. (6) But the
potentialities of the domestic market, espocially of amall oountries,
are not without limits, and for further industrial development,develop-
ing countries must after a point start promoting their exports. This
means readiness to meet intcruational competition, both at home and
abroad, because an export-oriented development policy, to be reational,
mst affect the hitherto prevailing conditions of production; it means
less protection and more efficiency through specialisation of produc-
tion. Some developing countries may choose to face international oon=
petition even before their domestic markets act as a oconstraint to fure-
ther rapid industrialisation. Actually, a gradual relaxation of tar-
iffs and of other import restrictions, oould prove more beneficial to
industrial dovelopment in the long run than msasures which introduce
sudden changes in the general orientation of economic development. How-
ever, the adjustment, that ﬂnmhmquiredto-hatthusﬁ.

6 Chenery, Hollia B., .
Econoric Rovicw, §), 624-654 &ptovber. 1960).
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of dsvelopment, whether gradual or sudden, may be painful. Small-scale
industry in particulsr is now regquired to face both foreign competition
and competition from 'large domestic industry. Large irdustry will be
less inclined now to let small industry be.

g+ Orecocs, by associating herself with the industrial countries of the
E.E.C., has chosen to persue hcr further economic development under
conditions of incrcasing foreign competition. Under these conditions
Greock industrial enterprises mst, perforce, turn increasingly their
attention to matters of efficiency. Both industry and the Government
of Greeoe are aware of the newly-created problems. With respect to
smal l-soalc industry, there is an increasing realization of its weak-

nesscs and awarencss that it cannot overcome them without adequate as-
sistance from without.

4

a. The necessity to improve efficiency of production and operation of
small mamfacturing enterprises in Grecoe comes not only from the cherg-
ing oonditions in the product-markets, as stated above, but from the
ochanging oonditions in the factor-markets as well. The B.E.C. is not
just a customs union but it provides for a complete integration of ths
economies of its membor-oountries. Tnis, among other things,mcans that
there vill be a free movement of all transferable factors of production
across the frontiers of the member—countrics. Bven before the establish-
mnt of a trec movemsnt of labor betwecn Grecos and the countries of 4w
B.B.C., Oroece has been experiencing a high emigration of workers to-
wards the highor-wage ocountries of the B.E.C. This phenomenon, togeth-
or with the relatively high rete of eoonomic growth that Grecoe has
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becn experiencing in rceent years, have radically changed the condi -
tions provailing in the Greck labor market, and capecially with regard
to cortain skills, a fact of irmedi-te consequenoe to the traditional
craft and cottage industries. And thc question is whether small-scale
indus try can meet the constantly rising wages. The evidcnce that ex-
ists, and unfortunatcly statistical evidence as to productivity and
vage differcntials by size of industrial plante is scanty, shows that
average productivity in 'minor' industry is very low, The Annual Ine
dustrial Surveys show that avcrage value added per person employed in
'minor' industry was 21 thousand drachmac'’) in 1963 and 23.5 thousand
drachmae in 1964, as against 64.8 thousand and 70.7 thousand drachmae,
respoctively for 1963 and 1964, in 'major' industry. On the other hand,
averags renumcration per paid (by wage or salary) person in 'minor’ in-
dustry was a little more than half the lavel of the corresponding remu-
neration in 'major' industry — 17 thousarddrachmee in 'minor' indus-
try, as against 28,5 thousand drachmee in 'mjor' industry, in 1964.
More importantly, its rate of increase betwveen 1963 and 1964 in 'minor’
industry (5.5%),was half the corresponding rate in 'major': industry
(11.3%). Adthough thcre is a diffcrence in the couposition of the ls-
bor force botwecn 'minor' and 'major' induetry — for ome thing 608
of tho persons cmployed in 'minor’ industry are self-employed or un -
paid family mcmbors, as against 4% in 'major' industry — ncvertheloss,
the differentials in the rates of increase, in this case, are suffi -
ciently large to b maningful. Lower productivity and remmerations
in 'minor' industry, consistently in all msmufacturing branches, are,
although not without Qualifications, a strong indication that 'sinor’

i
' 7 Official exchange rate: 30 drachmee to the §.
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industry is in general less efficient than 'major' indus try.

b. The next question is whether, and to what extent, the entrepreneurs
of small-scale enterprises are aware of the situation they are in ,
From what various spokesmen of small-scale industry, and especially
of the traditional artisen trades, have becn saying in recent yeers,
one can only judge that thcre is sufficient awarcness of the seri -
ousncas of the situation. But awareness of a situation does not also
mean ability to copo with the situation. And inability to cope with
the new situation is ovidonced by thc fact that most small-industry
associations are pressing the government for action on their behalf ,
Some of the moasures they suggest are of a protective nature and, as
such, can only perpetuate inefficicncy or at bast postpone effective
action: But moet of the suggestions are of a constructive nature and
are immediately connected with the problems of small-scale industry.
Some of thcse problems are of a technical-organizational nature;others
are of a financial nature and the rest can be labelled as problems of
& general environmental nature.

¢. The =verage entrepreneur-manager of small industrial enterprises usu-
ally devotes most of his efforts to everyday mtters. He cannot afford
to devote much time to plamning mpjor changes. Besides, he does not
usually posseas thc financial means to carry out major alterations,
involving mcthode of production, products, or the over-all system of
operation, A large firm, even if it does not possess a planning staff
of its om, oan hire the servioces of experts to do a feasibility stu~
hmihhhu.andwhichmmbnqmntlybopnnnted to a bank
for a loan, A great number of small industrial enterprises in Grecoe,
mi.fﬁuymumhwmtomoafouibleplanof @x~
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pansion or renovation, may not get a term loan from a commercial bank ,
simply becausc they do not possess sufficient assets to mortgege or
place as collateral. Thc building they occupy may be rented and the
mechanical equipment they use may already be worn out. Besides, commer-
cial banks,may shy away from industries with an atomistic structure

and a high annual rate of firm turnover, an attidude which may effect
even those firms thnt can show & good record of performance.

d. As a consequence, there has been a growing realization in Greece that
nev institutional arrangements are necded to cope with the two me jor
areas in which small-scale industry rcquires assistance: namely, the
tcchnological and the financial areas. In the technological arca it
has been decided to sct up a new Small Industries Development Service,
which will be financed partly by the Groek Govermment partly by the
United Kations and which will be organized and administcred by I,L.O,
Although its v-rious functions have not yet been spelled out in detail,
it is understood that its main duty will be to extend technical advice
and assistance, free of charge or at a nominal fee, to all small in-
dustrial cnterprisos that seck such advico or assistance. The creation
of this new agency will prompt the ro-examinetion of the functioms of
some of the existing agencies, public or private, which have as their
mission the promotion of industrial development, with a view to better
coordinating their activities.

@« A rooent dovelopment in the area of finance has been the setting up of
a special oredit systom for handicraft industry. The main features of
this system arc that loans to handicraft industrics oan be extended by
the commercial benks from a special fund, under the Govermment's Quar-
antee, and at lower interest rates than those effective for industry
in general. Loans cah be extended to finance plant construotion, pur-
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chase of machinery and circulating capital necds, as well as the car-
rying out of feasibility studies with the purpose of promoting merge
ers and associations. This measure has been the most important one
taken so far in favor of handicraft industries, and in essence, in fa-
vor of small-scale industry. Small mnufacturing firms ocan now gct their
development plans financed, to e large extent, thyough long-term bank
loans. It is novw necossary that the Small Industrics Development Ser-
vice be sot up as soon as possidble, 80 that small manufacturing firms
may reccive assistance in developing rational plans and make &£00d use
of borrowed funds,

When technical and financial assistancc to the avernge srell manufac-
turing firm becomes effcctive, ther the different other privilcges

that have been granted to handieraft industry, gradually, will have

to bo removed. These privileges to handucraft industry are in the fam
of exemptions from all or part of the turnover tax, from the social
security employers' contributions, ecte. Again, bookkeedng regulations
for small firms arc leas stringent, and on the whole, small-scale in-
dustry is less reguletcd and controlled by the government. All thesc
privileges, or indirect subsidios to handioraft industry, give a cost
advantage, to small manufacturing firms, which advantage, deponding on
the manufacturing activity in which small-scale industry operatcs,could
amount to 108, or oven more, of total unit costs. Tho rcmoval of
these priviloges to handicraft industry is justified, not only on grownds
of 'fairness' to 'large' industry, but even more importantly, because
they act as a disinceative to the normal growth and devolopment of small
enterprises. As long as they cnjoy the privileges of 'smallness' they
may not expand, or if ne.d bo, they will set up another indopcndent
small entorprise.
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Notwithstanding the nccessity to provide small-scalc induwetry with its
own institutional arrangements, thc development of small-scalc indus-
try should become part of the over-all industrial developsent effort,
The incentives and disincentives which direct the allocation of «cono-
pmic resources to the desired arcas of activity should not make any
sharp distinctions between 'small’' and 'large' productive units. A
small-scale industry policy should assist small firms to overcome
thoir problems and weakneszes, but otherwise should leave thom open
to compctition with the larger industry. The govcrnment of developing
countrius can assist small-scale industry by taking ccrtain general
measures that cannot be interpretod as granting privilegcs to saall
industry. General measures in favor of industry arc normlly more hel-
ful to the small and medivm-sized industrial firms than they are to
large ones. A large industrial firm would normally take care of the
details of planning and oarrying out of a new installation by itself}
it will choose a suitablé location and it will develop, if necd be,
the neccssary infrastructure and the ancillary facilities that suit
its purpose; it will train or retrain its workers; etc. Such activi-
tics are beyond the grasp of small and medium~sized industrial firms.

In the case of Greecce thc newly-created dynamic market conditions re-
quire direct govcrnment action in the areas referred to above. First,
there is a necd for an expmnsion of the industrial workers' technical
training and retraining programs that are sponsored by the government.
The dovelopment of a rational long-run systea of technical training
of industrial workers is not an casy task when the future industrial
skill rcquirements are usiourtain. Intermational agencics, such as
the 1.L.0., should bc prepered to provide assistance to developing
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oountries in this area.

Secondly, another important arva of public action concerns the or-
ganisation of suitadble industrial locations. Setting up industrial
estates is actually a method to provide snall and medium-sized in-
dustrial cstablishments with thc necessary infrastructure and social
overhoad services in an economiczl way. A program of estoblishing in-
dustrial estates in a numbcr of urben centers of Greece is in progress.
The overvhoclming importance of small-scale industry in sevcral branch-
es of Greek manufacturing, and the pressing necessity to 'modernise’
and 'rationalite' industrial production in these branches, suggest te
oroation of some single-trade industrial estates, apart from the ge-
neral-purpose oncs. Single-trade industrial ostotes could be used as

a moans of ‘rationalizing' the production of several of the traditiom-
al industrios. Proximity, ooupled with the right policy, should cre-
ate thc usual economies of agglomeration, encourage associations and
mergers botwecn small and medium-sized cnterprises, as well as promote
standardization of production, sub-contracting, and exports, Progress
in these fields by small-ecale industry can only be slow if its pre-
sent spatial distridution continues to exist.

What has been said above by no means exhausts the analysis of the par-
ticular problems that small-scale industry faces in a changing cnviron-
ment, nor does it exhaust all the suggestions as to the vays and means
by vhich these problems can best be mct, But what has beon said here,
we feel, has sufficiontly highlighted the main arcas which demand the
increasing attention both of students of industrinl organisation and
development, as wll as of the national and intermational industrial
devolopacnt agencies. MNoreover, we feel tat the role of small-soale
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industry in industrial devclopment, as a topic of univcrsal interest,

should bececome the subjcet of furthor serious cxamination, before de- pl
veloping countries could turn their attention to divising long-run
policice to assist their small-scale industrial onterprise.









