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1.   imwfoCUffl 

a.   Saall-scale industry should first be properly defined, because it asy 

mean different things to different people in different countries. The 

first thing one wants to be clear about is whether the reference is 

to anali plants or to saall industrial fims; saall production units 

or snail business units.   If the problems under consideration is con- 

centration of industrial power, then the unit of interest is the firn. 

But «nn a consideration of the sise distribution of plants in a given 

industry could offer an approximate indication on the degree of fit« 

concentration in that industry, aince the maxi«« BUSJìX r of fims can- 

not be more than the number of plants.   Moreover, the incidence of «ut- 

tiplant-firas, although not at all unooanon, does not explain, even in 
(l) 

developed economies, industrial concentration. 

b.   The secondi thing one wants to be sure about la whether one uses a sat- 

isfactory aaaeureaent of plant sise.   aaploya*nt, althou«* Just one of 

the eevaral aaaauring sticks used, it the aost convenient single meas- 

ures* nt, mainly because it is aore readily available than other sta - 

Ustica, such aa fixed capital or output, and it ia often the only sta- 

le« Haven and London, Tale 

aity 1966}, p. U4. 

\ 
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tistic available over a period of time. 

i.    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 pverage 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,        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- 

sidered medium-sized, say, in Prance, an4, rather large in Greece. To 

some extent and for some purpose this simple vie»;   may be of great help. 

This view is helpful if, for instance, the purpose is to associate 

smallness with specific problems which only small businesses face in 

any industry and in all countries.   On the 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-maker« 

and planners in the nevly-industrializing countries.   This is an area 

in which international bodies like TJNIBO can make a contribution. 

d.   The scope of this paper, which is concerned with small-scale industry 

in Greece, is perforce limited by the data available.   No quantità - 

tive comparisons with other countries are attempted, and the quanti- 

tative evidence used, although sufficient to show the incidence of 

«•alineas as well a« to highlight the role and problems of small-scale 

2 IUSWP* *°* 

/... 
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industry in Greek manufacturing, is not adequate to give quantitative 

support to any preconceptions as to its relative efficiency. 

e.   Regardless of such limitations, a discussion of the Greek experience, 

especially in view of Greeoe's entry into the E.E.C., we feel, should 

be of interest to many developing and newly-industrializing countries. 

By associating herself 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 that govern the life of Greece's nwsll-scale industrial enter - 

prise.   And one of the characteristic features of Greek manufacturing, 

as shown below, is its 'emall-scalenesa'. 

f.   The subject under consideration, we feel,is important to Greece   and 

to all those countries, that face or will be facing similar conditions. 

It is important to assess the role of small-scale industrial produc - 

tion and enterprise in the process of economic development and indus- 

trialisation, to realise their limitations, and to analyse their prob- 

lems, so that an appropriate development policy for small-scale indus- 

try may be evolved and integrated with an over-all industrialization 

policy.   These issues are taken up in the following three sections.The 

first section deals with the incidence of small-acale production   in 

(keek manufacturing; the second deals with the role of small-scale pro- 

duction ani enterprise in industrial development, and the last section 

deals with «he particular problems of amall-soale industrial enterprise 

•ai with policy issues. But before proceeding with the analysis, it 

would be appropriate to say something about the data that nave been ma- 

de urne of. 

/.- 
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s- The statistics consulted aro those that resulted from the last Indus- 

trial Census, of the yer\r 1963, and the Annual Industrial Surveys of 

the years 1963 and 1964.    The Industrial Census shows number of estab- 

lishment, employment, and H.P. installed, broken down by industry. The 

size distribution of establishments is given by employment and   I.P. 

installed.   The Annual Surveys, on the other hand, apart from number 

of establishments and employment, also show gross value of production 

and value added, with a parti.il analysis of thise variable.    Annual 

Surveys have however a basic limitation, which is of importance to 

the subject under consideration; namely thnt their sise distribution 

is limited to a distinction between 'major'  industry (establishments 

employing 10 persons and over) and 'minor'  industry G stnblishments 

employing less than 10 persons).    'Minor' industry included,or rather 
\3) 

is composed oaiâly of, small craft and cottage activities.       Certain 

other information of a qualitative or quantitative but of a piecemeal 

nature has been used whenever such infomntion has be< n judged reason- 

ably reliable. 

3   The available statistical evidence, as far as the subject under 
oonsideration is concerned, has at least two major snortooa- 
ings. First, instead of the firm or the plant,  the unit of ac- 
tivity that both the Census and the Annual Surveys examine is 
the 'establishment'. Thus for the purpose of this paper   the 
•establishment' is used as a proxy for 'plant' with the hope 
th^t the incidence of multi-establishment plants is not   too 
prevalent or at least   not too differ nt among the   flifferent 
plant siee groups. The second shortcoming is of a more seri- 
ous nature because it does not allow comparisons over   til». 
The Industrial Census that h d been taken five years prior to 
the last onr was designed on a dif'cr nt base, and as a conse- 
quence the two post-war industrial censuses o»nnot be safely 
oompnred. On the other hand, the Annual Surveys began to cower 
systematically all industry,  'major1 and'sjinor' only from the 
year 1963 on. Therefore, no adequate time Beries of information 
on small-scale establishments arc available. 

•Bssaami 
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2.    Ttlf InîJflWïît 9f -a11 3Cal" WT^Um lit r'TTftk manufacturing 

a.       An atomistic structure characterizes a large number of Creek manufac- 

turing industries. According to  the Industrial Census of 1963,      the 

number of establishments that employed loss than 10 persons constitu- 

ted 95,2* of the total number of establishments in Greek manufactur- 

ing; so that 'major'  industry, according to the definition of Ore.k 

industrial statistics.accounted only for 4,6* of the total number of 

establishments. In other words, a large part of »reck manufacturing 

is really of small craft or cottage nature. Moreover, of the total 

number of 'major' industrial establishments (less than six thousand 

establishments in 1963) 85* employed less than 56 persons.   Thus, if 

in the osse of Oreece we take the employment of 50 persons &s the 

dividing line between 'small' and 'not small' industrial establishment, 

then about 99* of the »reck industrial establishments are small.   But 

even if wo take into consideration the fact that we are working with 

establishments rather than plant statistics, and if we try to exclude 

all those plants that employ less than 50 persons but use «considerable' 

mechanical moving power these conclusions will not change puch. 

b.     The relative position of small-scale establishments in Greek manufac- 

turing is shown by the following figures» Of the tottl average annual 

employant in manufacturing in 1963. about 70* was reported in estab- 

lishments employing less than 50 persons (50* in establishments employ- 

ing lees than 10 persons).   Again, about 50  of the total H.P. install- 

ed in manufacturing in 1963» was reported in est-.bUsheants employing 

lees than 50 persons (37* in establishments employing less than 10 per- 

sona). Average H.P. installed per establishment was, 3.65 H.P.   units 

for tí» establishments with less than 10 persons, 42.3 H.P. units for 

the establishments with 10 and over but less than 50 persons, and 585.4 
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H.P. unita for establishments with 50 person« and over, as to the av- 

erage H.P. installed per person employed, which nay be considered os a 

very rough measurement of capital-labor ratios in 1963» it was 1.82 

H.P, units for establishments with loss than 10 persons, 2.2? H.P. u - 

nits for establishments with 50 persons and over. 

c. The results of a eross-classification of establishments according to 

the size of employment and the installed H.P. supports, by and large, 

the ohoice of the '50 persons' mark as a dividing line between 'small' 

and 'not smpll' establishments. With respect to the distribution of 

small-scale production among the different manufacturing branches, it 

is observed thct while small establishments are widely distributed 

they are dominant,in terms of their aliare in total employment,in at 

half of the branches (major industry groups). As expected, small- 

scale plants and atomistic business structure are found in industries 

with traditional lines of products, or in industries with easy require- 

ments of entry, and where there exist relatively simple technologie« 

of production which can apparently 'compete' with more advanced tech- 

nologies under certain market conditions, which, by and large, exist 

in most of the developing countries. 

d. The following table shows the major industry groups in whioh more than 

70# of employment (average for total manufacturing) in 1963» was f - 

ported in establishments employing less than 50 persons. The mams te- 

ble also shows the relative importance of 'minor' industry (establish- 

ments employing less than 10 persons) in the same major industry group, 

the ten major industry groups that reported more than 70S* of ttsir em- 

ployment in small establishments (less than 50 persona) amounted for 

77.4$ of the total employment in establishment» with less than 50 par- 

ami 
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BOT* in Greek manufacturing. Moreover, they accounted for Z2.&   of 

the total enjoyment in 'minor' industry. On the other hand, the vide 

distribution of small-scale production in Greek manufacturing ia evi- 

denced by the fact that only six out of the twenty major industry 

groups in 1963 reported more than 50* of their employment in estab - 

liahments employing 50 persons and over. Those vere: metallurgy, to- 

bacco, petroleum refining, chemicals, textiles and paper. 

The above description refers to the situation that prevailed in 1963. 

The question raised is whether this situation has changed since. One 

piec. of helpful evidence concerns the number of establishments in 

the «major industry" category which started operating in 1964 and 

1965. about 8* of the new establishments in 'major' industry (with 

«ployant of 10 persone and over), reported employment of 50 per- 

Hanking of major industry groups with more than 70* of their 
total average annual employment in establishments with less 

than 50 persons 

L.3.I.C. Major Industry 
Cod«      Group 

£ share of total employment 

In riintmartiiw1** 
with less than 50 

ttrtttnt 
with less than 10 

25 
59 
24 
26 
29 
20 
35 
33 
36 
a 

wood ft cork 
miscellaneous 
footwear ft apparel 
furniture ft fixtures 
leather & fur 
processed food 
metal 
non-ewtallic minerals 
non-electric machinery 

Total Manufacturing: 

95.3 
92.5 
92.3 
91.7 
81,3 
77.2 
74.6 
74.4 
73.0 
73.0 

77.5 
74.2 
79.6 
76.6 
48.2 
55.6 
58.9 
41.0 
36.7 
51.8 

IUI 
{% lational Statistical Ssrvioe of Qreeoe, latitila! Cert.u. of 15» 
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sons and over, accounding for 47# of the total employment in the now 

establishments of the Major industry' category.. This is contrasted 

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

in »major1  industry, accounting for approximately 60# of total employ- 

ment in major industry, were in the  '50 persona and over' sine group. 

This may be used as pnrtial evidence, on the one hand that the eetab- 

lishments which started operating in recent years aro again predomi- 

nantly of  »small1 size (i.e., with an employment of less than 50 per- 

sons) and, on    the other hand, that there is within 'major'  industry 

a tendency towrds more concentration of employment (and by extension, 

of production) in the larger establishments (50 persons and over). Ait 

to come to a conclusion with respect to recent changes in the pattern 

of size distribution of establishments in Greek manufacturing, one needs 

more evidence than is presented here.   After all, it is only natural 

that new industrial plants should grow as they develop their potcntia- 

lititoa over time, and there- is no reason to expect that the 'larger' 

new plants would grow fu s ter than the 'smaller' ones, 

f.   Another piece of evidence as to recent developments in Gr> ek manufac- 

turing is provided by the licensing data of the Ministry of Industry, 

which report on the planned new establishments or expansions of indus- 

trial enterprises. Tho distinction made here, and which serves our par- 

pose, is between those cases that require a prior approval (license) 

and those that ara required to simply notify the Ministry of their in- 

tensions. This second category of case, although composed of 'small' 

enterprises, defined as such according to the industry in which they 

belong, does not include all the manufacturing enterprises that,   in 

terms of thoir level of employment, could be defined here ss 'smeli - 

scale.'.     leverthsless    these data show tiet the annual expansion of 

capacity ia still and to a large extent carried out by small mrjiufactur- 

ing firms, for instance in 1966» out of more than seven thousand 
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of intended establiahmenta and expansions of enterprises in Greek man- 

ufacturing, 75* belonged to the category that requires 'no license' . 

These enterprises accounted for 59* of the total estimated installed 

H.P. and for 173* of the total estimated value of investment. 

I.   Iho Annual Industrial Surveys, as mentioned above, distinguish between 

'minor' and 'mador' industry.   The results show that during 1964, which 

had been a year with a relatively high industrial growth, 'minor' in - 

dumtry grew faster, in terms of employment and production, than 'major' 

industry.   Moreover, this growth seems to have been accompanied an ex- 

pansion of the average sise of the establishments of 'minor' industry 

by an increase in the number of establishments of «major' industry, lie 

increase is the number of total establishments in Greek manufacturing, 

between 1963 and 1964, by 0.2*, waa accounted almost entirely by   the 

increase in the number of the establishments in 'major' industry, which 

increased by 3.3*.   0» the other hand, employment in 'minor' industry 

increased by 6.6*, as against 2.8* in 'major' industry, and 'minor' 

industry * s share in total manufacturing value added increased   from 

».* in 1963 to 29.6*. in 1964.   as a consequence, average employ - 

ment per establishment in »minor' industry snowed an increase of 6.6*, 

whereas it showed very little change in 'major' industry;   and average 

vmlue added per establishment shoved a much faster growth in   'minor' 

industry than it did in 'major' industry.   But, we ropeat here, a ra- 

pté rat« of growth of small-scale enterprises during periods of high 

industrial growth ham been evidence in many countries at different 

tines, 

h.   Ai data that have been presented in tfeie section provide, we feel, 

adequate evidence of the predominant position of small-scale produc - 

tien ani enterprise in Greek manufacturing.   One might also take some 



ID/00KF.1/G.62 
English only 
Pa«« 12 

of the piecemeal evidence presented here ne a slight indication that 

a change in the sise distribution of establishments in Greece manufac- 

turing is taking place.    The presumntion is that there is a slow tread 

towards a greater concentration of production and towards a growth of 

the average sise of plants in Creek manufacturing. 

3.    P» role of amall-acale industry in industrial development 

a«.   One often meets the criticism that developing countries are preoccu- 

pied with Urge industrial projects and further that this preoccupa- 

tion with a limited nucbdr of large projects often results in a neg- 

lect of the traditional areas of manufacturing activities, where small- 

scale industry is dominant.   Apart from reasons of 'prestige', there 

are also good economic reasons explaining this attitude.   Ota the one 

hand, industrial development means, among other things, entering into 

new lines of   production, exploiting local   natural resources, and 

creating import competing and new export industries.   To develop new 

products thu less developed countries borrow ready-made methods   of 

production which hrvc been advanced by industrialised countries, and 

vU.cn make liberal use of the factor 'capital'.    On the other hand,the 

developing countries possess limited economic resources such as, sew- 

ings, foreign exchange earning capacity, 'modern' entrepreneurship 

and management, etc. If they are devoting their available resources 

to p number of new large projects which amy have an immediate econom- 

ic impact, such as an increase of resources in short supply, and most 

probably an increase in the supply of foreign exchange, they are making: 

perhaps the best use of their limited resources.   Such an   approach 

to industrial development, however has its shortcomings.   Ons short - 

earning is the risk involved in putting all one's eggs in a few baskets. 

Failure of one big project may momentarily set back the process of ' >• 

dustrial development.   Further, the postponement of needed improvements 

in the traditional industriel, where the bulk of small-scale industry 



ID/00WWQ.62 
English only 
Page 13 

usually concentrates, ny result in a deterioration of the interaction- 

al competitive position of these industries.    But there is yet another 

and a sore general disadvantage in neglecting the areas where snail - 

scale enterprise is dominant, which is missing a chance to have the 

existing large pool of small-business entrepreneurs-managers, as well 

a« some traditional skills, play a positive role in industrial develop- 

ment. 

b.     Constructive criticism as well as experience of developing countries 

in «attere of industrialisation have contributed we feel,   in recent 

years, towards a re-appraisal of the role of small-scale industry in 

industrial development. It seems that there is an increasing aware - 

ness of the grwth potential that exists within small-scale industry 

and a realisation that thia potential could be activated through the 

proper   system of incentives and assistance.   Providing n set of con- 

ditions conducive to the development of small business is,    to-day , 

widely recognised as one of the functions of modern government, even 

in highly industrialised countries. Actually, in developed economies 

there exists a greater ability-eoonomie resources and institutional 

organisation which can be used effectively for this purpose, than is 

generally available in leas developed economies.   Thus, the newly-in- 

dustrialising countries, in order to start providing direct assistance 

to latir small-eoale industrial enterprises, must first devise ways 

through which auca assistance oaa become effeotive.   The general-pur- 

pose institutions and agencies that exist at the pro-industrial   or 

initial sta«* of development are often inadequate to cops with the 

needs of small-soale industry ss well.   The reasons for this «re not 

difficult to see.   Pint, the need« sal even the very natu» of organ- 

isation of small enterprise (often of a small craft and cottage charao- 

•ai 
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ter) are quite different from those of tie large industrial firms.   The 

basic differences between 'small'  and  'not small1  industrial enterprise 

have led some students of industrial organization to treat small indus- 
(4) trial firms as a unique species of  industrial organisation      •    Second- 

ly, small-scale industry in less developed economies usually tries to 

compete with medium-sized and large industry«   But the general-purpose 

institutions and agencies that are supposed to help all industry, small 

and large, find it easier to devote their efforts to helping entai priai 

of a 'substantial' size.  Moreover»  in doinç so they may even develop 

a bias against small enterprises which, after all, compete with their 

'clients'.   As a result of this attitude, an institutional barrier may 

be established which may prevent small-scale industry from developing 

its potentialities.   Small-scale industry, to have a chano« to develop 

its potentialities, must to a large extent be provided with institu - 

tions of its own. 

e.     The role of small scale industry is sometimes described as that of   a 
(5) 'seedbed' of entrepreneurship.       If such an important role is attri- 

buted to small-scale industry, than   this 'seedbed' must be given good 

care.   But the role of snail scale industry in induatrial development 

must itself change as industrialisation makes headway and passes from 

one stag« of development to the next one»   At the beglning of the in- 

dustrialisation process, small-acale industry, which may be by    and 

large confined to a nuaber of traditional indua tries, osa play the so- 

le of a provider of necessities, the same way that the primary sector 

Penrose. Edith Tilton, The Theory of fle growth g , 
Blackwell, Oxford (1959) p.19. 

Stanford Research In-titute-International Industrial 
Conter. 5wn T«*,^ n^i«—^ Q~-n1«r*1rn   The 
Glencoe. Illinois (1959) p.v. 

ill flu- Basil 
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is expected to contribute to industrial development.    At this initial 

strige of indus tria isation small-scale industry may operate and even 

grow in industries where the optimum scale of production and operation 

is quite large.    This could he especially true if the economy is grow- 

ing at a high rate, because large industry cannot possibly take advan- 

tage of all new opportunities that are thus generated.    Thus,   small- 

scale industry may increase its share in total manufacturing   produc- 

tion, despite existing cost differentials between small and large en- 

terprises in the same industry.   When the economy is growing and   do- 

mestic production is protected, questions of optima li ty and relative 

efficiency are usually postponed.    They have not yet    become a matter 

of life or death for the relatively inefficient firms. 

d. experience in Greece supports the above statement. For instance, dur- 

ing 1964, a year of relatively high industrial growth,   'minor' indus- 

try has grown, in terms of production and employment, much faster than 

did 'major' industry.    'Minor' industry in that year contributed 38# 

of the incremental value added and 743* of the new jobs in manufactur- 

ing.   Moreover, it achieved these results with the minimum of invest- 

ment.   Only 20.1% of the gross fixed investment in manufacturing   in 

1964 was contributed by 'minor1 industry.   Thus, small-scale industry 

has shown that it osa expand its production, at short notioe, and with 

little ospitai.   Tet this expansion of small-scale industry is not ex? 

plained on grounds of relativ« efficiency. 

e. As industrialisation proceeds, effective competition between   'small' 

sud 'terge' industry is expected to increase, especially if the rate 

of economic growth slows dew. Efficiency problems become then of pri- 

mary importance. And although small-scale production in many industries 
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may not necessarily be inefficient, existing small enterprises, by and 

large, will find it necessary to 'modernise1 in order to survive* This 

stage of development is a critical period for snail-scale industry.But 

if dorostic industry is still protected against foreign competition the 

effects of domestic competition alose may be slow in reaching the streng- 

holds of the traditional industries.   Meanwhile, new small industrial 

enterprises, organised on a »modern' basis, may at this stage, spring 

up in newly-cr ated industries, as part of large industrial complexes, 

Thus, a complementary relationship between large and small enterprises 

may now begin to appear* 

f.     Industrialisation in developing economies is, as a rule, dot» s tic-market 

oriented and its main driving force is import substitution*       But the 

potentialities of the domestic market, especially of small countries, 

are not without limits, and for further industrial dovelopnent,develop- 

ing countries must after a point start promoting their exports.   Thi» 

means readiness to meet international competition, both at home   and 

abroad, because an export-oriented development policy, to be rational. 

must affect the hitherto prevailing conditions of production} it means 

less protection and more efficiency through epecialisation of produc- 

tion.   Some developing countries may choose to face international com- 

pétition even before their domestic markets act as a constraint to fur- 

ther rapid industrialisation.   Actually, a gradual relaxation of tar- 

iffs and of other import restrictions, could prove more beneficial to 

industrial dovelopmont in the long run than measures which introduce 

sudden changes in the general orientation of economic development, low- 

ever, the adjustment, that the economy lo required to make at till« ota*» 

6 Chî!^4
Ho

B
uî B"eft*ìfflL* frtüfrT'l ffrfflfia, máíTlWn 

Bconoplc Review, ^. 624-654 (September, 19607. 
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of development, whether graduai or sudden, may be painful. Small-scale 

industry in particular is now required to face both foreign competition 

and competition from 'large domestic indue try. Large industry will be 

less inclined now to let snail industry be. 

g«     Grecos, by associating herself with the industrial countries of the 

E«E*C*, has chosen to persue her further economic development   under 

conditions of increasing foreign compétition.   Under these conditions 

Oreok industrial enterprises oust, perforce, turn increasingly their 

attention to matters of efficiency.   Both industry and the Government 

of Oréeos are aware of the newly-created problems.   With respect to 

sua] l-eoalc industry, there is an increasing realisation of its weak- 

nesses and awareness that it cannot overcome them without adequate as- 

sistance from without. 

it ttg Cffrtisf BfBvlfil 

The necessity to improve efficiency of production and operation of 

small manufacturing enterprises in Oroooe comes not only from ti» 

ing conditions in the product-markets, as stated above, but from the 

ohsaginf conditions in the factor-markets as well.   The l.E.C. is not 

Just a customs union but it provides for a complete integration of the 

economies of its membcr-oountries.   This, among other things »means that 

there will be a free movement of all transferable factors of production 

across the frontiers of the momber-oountrits. iven before the establish- 

ment of a time movement of labor between Oréeos and the countries of the 

I.I.C, Oroeoe hat been experiencing a high emigration of workers   to- 

marte the higher-wage countries of the I.Í.C   This phenomenon, togeth- 

er with the relatively high rate of eoonoaic growth that Oréeos has 
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bem experiencing in recent years, have radically changed the condi - 

tiona prevailing in the Oreok labor market, and especially with regard 

to certain skills, a fact of irraedi-te consequence to the traditional 

craft and cottage industries. And the question is whether small-scale 

industry con sect the constantly rising wages.   The evidence that ex- 

ists, and unfortunately statistical evidence as to productivity and 

wap   diffc rentials by sise of industrial plants is scanty, shows that 

average productivity in 'minor' industry is very low.    The Annual In- 

dustrial Surveys show that average value added per person employed is 

•minor« industry was 21 thousand draohmae(7) in 1963 and 23.5 thousand 

drachmae in 1964, as against 64.8 thousand and 70.7 thousand drachme«, 

respectively for 1963 and 1964, in 'major' industry.   On the otherh«* 

average renuaerntion per paid (by wage or salary) person in »minor' in- 

dustry was a little more than half the lavel of the corresponding reni- 

noration in 'major' induetry - 17 thousartdraehmae in 'minor' ink»- 

try, as against 28.5 thousand drachmae in 'major' industry, in 1964. 

More importantly, its rate of increase between 1963 and 1964 in 'minor» 

industry (5.5*),was half the corresponding rate in 'major'! induetry 

(11.3*).   Although there ia a difference in the composition of Hie la- 

bor force between 'minor' and 'major' industry - for one thing   6<* 

of the person» employed in 'minor' industry are self-employed or urn - 

P»id family members, as against 4* in 'major- industry - nevertheless, 

tho diffsrenti^ in the rates of increa«, in this osse, ars «tffi - 

oiently large to be mtanimful.   Lower produotivily and rsmunerstioas 

in ,Bioor' industry, consistently in all sjutfacturinc branch^,   «, 

»lthotti* aot without tualifiomtions, a strong indication that   »-*-*-• 

7   tftteial exchange ratei 30 drachmae to the I. 
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industry ia in general leas effieient than 'major' industry. 

The nexf question is whether, and to what extent, the entrepreneurs 

of small-scale enterprises are aware of the situation they are in , 

Fro« what various spokesmen of small-scale industry, and especially 

of the traditional artisan trades, have beon saying in recent years, 

one can only judge that there is sufficient awareness of the seri - 

ousnosa of the situation* »it awareness of a situation does not also 

mean abilily to copo with the situation.   And inability to cope with 

the new situation is ovidonced by the fact that most small-industry 

aasociationa are pressing the government for action on their behalf. 

Some of the measures they suggest are of a protective nature and, as 

auch, can only perpetuate inefficiency or at bast postpone effective 

action, »it most of the suggestions are of a constructive nature and 

are immediately connected with the problems of small-scale industry. 

Some of the M problems are of a technical-organisational na ture é others 

•r« of a financial nature and the rest can be labelled as problems of 

a cenerai environmental nature. 

The average entrepreneur-manager of small industrial enterprises usu- 

ally devotes most of his efforts to everyday matters. He cannot afford 

to devote much time to planning major changes. Besides, he does not 

usually possess the financial means to carry out major alterations, 

Involving method« of production, products, or the over-all system of 

opération,   A large firm, even if it doea not possess a planning staff 

of it» ova, oan hire the services of experta to do a feasibility stu- 

dy on its behalf, and which oan subsequently be presented to a bank 

for a loam« A great number of amali induatrtal enterprises in Greece, 

•tem if they oould somehow manage to produce a feaaible plan of   ex* 

HMM 
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pansion or renovation, may not got a term loan from a commercial bank, 

simply because they do not possess sufficient assets to mortgage or 

place as collateral. The 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 that can show a good record of performance* 

As a consequence, there has been a growing realisation in Greece that 

new institutional arrangements are needed to cope with the two major 

areas in which small-scale industry requires assistance; namely, the 

technological and the financial areas. In the technological area it 

has been decided to set up a new Small Industries Development Service, 

which will be financed partly by the Greek Government partly by the 

united Nations and which will be organized and administered by I.L.O. 

Although its vrious functions have not yet been spelled out in detail. 

it is understood that its main duty will bo to extend technical advice 

and Assistance, free of charge or at a nominal fee, to all small in- 

dustrial enterprises that seek such advico or assistance. She creation 

of tais new agency will prompt the re-examination of the functions of 

some of the existing agencies, public or private, which have M their 

mission the promotion of industrial development, with a view to better 

coordinating their activities. 

A recent development in the area of finance has been the setting up of 

a special credit system for handicraft industry. Ihe main features of 

this system are that loans to handicraft indue trios oan be extended by 

the commercial banks from a special fund, under the Government's guar- 

antee, and at lower interest rates than those effective for industry 

in general. Loans cob be extended to finanoe plant construction, pur- 
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chase of machinery and circulating capital needs, as well as the car- 

rying out of feasibility studies with the purpose of promoting merg- 

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 manufacturing firms can now get their 

development plans financed, to e large extent, through long-term bank 

loans.    It is now necessary that the Small Industries Development Ser- 

vice be sot up as soon as possible, so that small manufacturing firms 

may receive assistance in developing rational plans and make good use 
of borrowed funds. 

When technical and financial assistance to the avemge small manufac- 

turing firm becomes effective, then the different other privileges 

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

to be removed.   These privileges to handucraft industry are in the tern 

of exemptions from all or part of the turnover tax, from the social 

•eeurilgr employers' contributions, etc. Again, bookkeeping regulations 

for small firma aro less stringent, and on the whole, small-scale in- 

dustry im less regulated and controlled by the government.   All these 

privileges, or indirect subsidies to handicraft industry, give a cost 

advantage, to small manufacturing firms, which advantage, depending on 

the manufacturing activity in which small-scale industry operates,could 

amount to 100, or oven more, of total unit costs.   The removal   of 

these privileges to handicraft industry is justified, not only on grants 

of 'fairness' to 'lArge' industry, but even more importantly, because 

they act a. a disincentive to tho normal growth and development of small 

•Bterprises. As long am they enjoy ths privileges of 'saallness' they 

nay not expand, or if need bo, they win set up another independent 
•sail enterprise. 

•MHMMtHII 
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g.       Notwithstanding the necessity to provide small-acale industry with its 

own institutional arrangements, the developnent of snail-scale indus- 

try should become part of tht> ovtr-all industrial development effort. 

The incentives and disincentives which direct the allocation of econo- 

mic resources to the desired areas of activity should not sate   any 

sharp distinctions between 'small' and 'large'  productive units.    A 

small-scale industry policy should assist small firms to overcome 

their problems and weaknesses, but otherwise should leave thorn   open 

to competition with the larger industry. The government of developing 

countries oan assist small-scale industry by taking certain general 

measures that cannot be interpreted as granting privileges to saall 

industry. General meamuree in favor of industry aro normally more hel- 

ful to the small and medium-sited industrial firms than they are to 

large ones.   A large industrial firm would normally take care of the 

details of planning and carrying out of a new installation by itself} 

it will choose a suitable location and it will develop, if need be, 

the necessary infrastructure and the ancillary facilities that mult 

its purpose; it will train or retrain it« workers; etc.   Such activi- 

ties are beyond the grasp of small and medium-sited industrial firmi. 

h.       In the case of Greece the newly-created dynamic market condition» re- 

quire direct government action in the areas referred to above. Pint, 

there is a neo d for an expansion of the industrial workers'  technical 

training and retraining programs that are sponsored by the government. 

The development of a rational long-run system of technical training 

of industrial workers is not an easy task «ben the future industrial 

skill requirements are uncertain.   International agencies, much am 

the I.L.O., should be prepared to próvido assistance to developing 
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countries in this area. 

i.        Secondly $ another important   arda of public action concerni the   or- 

ganisation of suitable industrial locations. Setting up induetrial 

estates is actually a method to provide anali and medium-sized   in- 

dustrial establishments with the necessary infroa true ture and social 

overboad services in an economical way« A prograa of establishing in- 

dustrial estates in a number of urban centers of Greece is in progress. 

The overvholaing importano« of small-scale industry in several branch- 

as of Greek manufacturing, and the pressing necessity to 'modernité' 

and 'rationalise1 industrial production in these branches, suggest ti» 

oroation of sons single-trade industrial estates, apart from the ge- 

neral-purpose ones. Single-trade industrial osto tes could be used as 

a seans of 'rationalising' the production of several of the tradition- 

al indu strio a.   Proximity, ooupled with the right policy, should cre- 

ate the usual economies of agglomeration, encourage associations and 

•ergerà between snail and aediua-sised enterprises, as well as promote 

standardisation of production, sub-contracting, and exports.   Progress 

In these fields by snail-scale industry can only be slow if its pre- 

sent spatial distribution continues to exist. 

J.      What has been said above by no means exhausts the analysis of the par- 

ticular problems that saall-scale industry faoes in a changing environ- 

nent, nor does it exhaust all the suggestions as to taw ways and swans 

by which these problems can best be net. But what has been said hors, 

«a feel, has sufficiently highlighted ins sain areas which demand the 

increasing attention both of studente of industrial organisation aal 

development, as well as of tat national and international industrial 

development agencies.   Moreover, we fasi that the rola of erall-soale 
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industry in industrial deve lop» nt, as a topic of universal interest, 

should become  the subject of further serious examination, bofors de- 

veloping countries could turn their attention to divisine lone-run 

policies to assist their small-seal«; industrial enterprise. 
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