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i, Introduction

1n the last few years the international low conjuncturt: nus weokened the
competitive capability and has caused other problems for Swedish industry
as a whole. Production has stagnated and basic structural prublems threatan
employment within a number of industries,

There must be some basic structural changes if Swecish irdustry is to remain
competitive, Many of the Swedish industrial branches huve hed a positive
expansionist outlook, which is no longer viable today, Even the base indus-
tries, such as steel and forest product industries can, in the long run,
expect to meet increased competition from countries with rich and easily
accessible natural resources. Within certain sectors of the light manufac-
turing industry the technological knowhow is no longer sufficient to balzrce
the higher cost of employment. In some sectors one must also consider thit
there has been a real decrease in product demand,

Wany of the Swedish domestic industries have also met with increased intere
national competition which has added to the basic problem, In the jndustrial
branches where the production technique is well known, demanding the same
workforce input, the cost of employment factor between different countries
has played an exceedingly large role. In the textile and shoe industrien
one sees the example in which Swedish firms as a result of the ahove-stated
conditions have been forced to reduce their production., This has creatu! a
demand for an industrial policy that can strengthen the industrial competi-
tive capability and stimulate new and innovative thinking, regarding both
products and basic structure, It is necessary to expand only in those areas
in which there is already a strong competitive capability. The othor option
is to support new ventures and explora new markets utilizirc advanced tech-
nology,

Against this background there has been an increased interest in small and
medium-sized industries in the last few years in Sweden, These small-scale
industries play an ever increasing role within Swedish economy and they
account for an important part of the total industrial =mployment,
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Small-scale industrial research has in the last decade resulted in an in=
creased understanding of the small-scale industrial situation and its
role within Swedish economy, In the last few years a small group of indu-
strial researchers from Vaxjo University have taken a special interest in
the develupment of small-scale industry, Research has also bteen carried
out in cooperation with the National Swedish Industrial Bcard (Statens In-
dustriverk) and other industrial organizations,

The small-scale industrial research has been concentrated primarily on the
productive side of the industry, This also includes an official statistic
review of the production sector. This peper concerns primarily the small=-
scale industrial producing companies with only a brief look at the other
sectors of the industry,

It is not easy to define precisely what small-scale industry is, but a
small-scale industry is regarded as a company with less than 200 employses.
Within this group there is the very small-scale industry (less than 50 em=
ployees) and the medium—sized| small-scale industry (50-200 employees),

It is necessary to differsntiate between the small-scale industry that is
a part of a big concern, or has a.speciel relationship with a large compa-
ny, and those independent small-scale industries that are privately owned,
e.g. the family-owned small-scale industry ("the family firm"),

2 Statistical background

The Swedish population is approximately 8.2 million, The size of the work-
force is 4 million, Out of these, approximately 2,1 million are involved
in the public sector and approximately 1.9 work in the private sector,
Approxitately 1 million people of these 1.9 million who work in the pri-
vate secter, work in small-scale industries.

Total employment according to the company size

Company size by number Number of companies Number of employees
of employees
0 - 4 160 500 185 000
5 - 199 46 000 850 000
200 =~ 1,150 865 _000
207 650 1 9Q0 000

Source: Central Bureau of Statistics
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The following chart indicates the charge in the mumber uif industries accor-
ding to size between the years 195 and 1975,

The change in the total number of industries between 1965 - 75,

Industrial Percentage of The change of the rumber Percentave of MNumber of

branch the company of companies according the company companies

total 1965 to the number of empl, t~tal 1975 1975
0-45~49 50 -~ 199 200~

Farming 1M =7 600 =15 +0 8 “5 CUo

Manufacturing 15 -2 300 -1 200 =250 -40 13 26 200

Building ind, 18 =5 600 ~100 -~200 =40 14 2 700

Trade 22 =800 +1 300 -100 +0 26 53 100

Tranaport ? =200 +750 ~-10 =8 8 17 300

Services 21 -1 100 +950 +70 465 26 54 600

(privats)

Other 9 =700 =100 -0 +0 L 10 800

L

Number of .

companies 1975 - 160 500 42 400 3 600 1150 - 207 700

Change (%) - 9,3 44,1 -8.9 -5,8

Source: Central Bureau of Statistics’

Of the 207 700 companies are 50% in the trade and service ssctor and around
2% are within the industrial and building sector.

Behind the changes of the figures of the total numbor of companies is the
number of newly established companies, ecquisitions, mergers and the rumber
of companies that have closed down, One must also consider the internal
changes in the companies, e.g. the expansion or reduction that affaects the
size classification of the company,

N4



-4 -

Factors that have caused the changes in the branch clasciiication of the

cuompanies are:

a) basic shifts in production methods either to the advantace or disadvan=

tage of the small-scale company determined by shifts in market demands

b) the domestic demand

c) the expansion of the small-scale companies in trade, trersport and ser-
vice sectors due to the total growth of these secto:s, caused by tha

increased opportunity in these sectors,

The largest number of small-scale industries are in those sectors that have
the opportunity to expand as well as develop, An example of this is the
plastics based industry, which during its most expansive period in tha be-
ginning of the 1970's experienced an extremely hijh growth rate, Branch in-
dustries, which due to reduced markets have been unable to expand, have

been forced to concentrate on fewer products and larger units of production,

This concentration has been influenced by both technical and institutional
factors (f‘or example the reduced credit availability, the increasingly come
plex tax system, new work legisl.atinn) which has forced small-scale compani-
es into a worsening profit loss situation in comparison with large-scals
companies, The state authorities are very much concernad witn this develop-
ment,

Companies with less than S0 employees accounted for 34% of the total employ-
ment within Swedish economy, The medium-scale companies accounted for 15% of
the total employment, Within the industrial sector the employment figure for
companies with 200 employees or less was 3%, For the other branches (except
mining industry) the related figure is 60-6Fh.

2,1 Familz—ov;ﬁed companiss

Most of the small-scale companies are family-owned and are fully independent.
The majority of the family-owned companiss are within the small-scale compa-
ny sector, Within the manufacturing company sector the number of family-owned




-5 -

companies is 17% in the large-scale company area, and in the medium-scole
campany area 6%k, and in the sacll-scalc compan, area 95%, Family-owned
companies accounted for 32 of the actual emp.loyment figure within the in-

dustrial sector for 1975, An especially hich rumber of family-owned companies

cen be found in the service sector,

Employment figures for companies determined by size 1975

Branch Employment percent of total Percentage of the rumber
of people emp*oyed bty fa-

-49 50=199 200- mily-owned companies
empl, empl, empl,

Farming 39 19 42 -

Mining 19 9 72 18

Marufacturing 18 15 67 a2

Light manufacturing 16 14 70 25

Building 45 14 a1 &0

Trade 48 16 36, 53

Transport 48 18 37 53

Consulting 50 12 a3 60

Total economy 4 15 54 -

§gurca§ Central Bureau of Statistics

There is a great regional variation in the number of small-scale companies,
There are more small-scale companies in the forest districts and areas with
high unemployment, In towns and other densely po.ulated arcas there are

more large-scale companies and fewer compesnies in the category of 5-4) emp-
loyees. In certain areas of Southern and Middle Sweten, tne economy is dc=

minated by the small-scale companies,

252 Financigg and profitability of small-scale companies

The small-scaia companies have greater difficulties in achieving firsncing
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L the credit-market than the lorge-scalz cowpanizs. The large—-scale compa-
nics have much grocter zupital resources than the small-scale companies.
“irancing is cependent upon the amount of private capitul within the compa--

ny.

The amcunt of private capital for different sire comnanies for the year 1975

(percent)1
Branch Total number of employecs

20-49 50-99 100-199 200=-
Manufacturing 20.5 23,6 22.8 27.0
Building 8.8 2.1 12,8 10.1
Trade 16,6 16,6 18.4 23.4
Transpo~t - 9.4 14,0 15.7

Source: Central Bureau of Statistics

1) Equity (net worth)

The small-scale companies' part ‘of‘ the total financing provided by the busi-
ness and savings ranks reflects epproximately the same proporticn as of small-
scale companies within tha total economy, In reletionship to their progor-
tion of gross investment, the small-scale companies in the industrial sec-
tor borrow more monay from the banks than the large-scale companies.

For example small-scale companies in the category 20-49 employees for the
year 1974 accounted for less than $% of the industrial investment, while

they Lorrowed as much as 10% of the total from the business banks,

The profitability of companies of different size often shuws significant
differences. The most important factors in the consideration of these diffe-
rences are the branch invclved and the size of the factory, The following
chart shows the profitability for companies of different size in relation

to the total capital for the different branches for 1974,

PR




The profitability of different size companies 1974 Y 2

Branch Number of employees
0-19 20-199 200-
Manufacturing 5.2 7.6 8.2
Building 2.9 2.4 1.9
Trade 5.5 4,7 6.6
Public administr, 0.6 0.4 1.8
Transport 1.8 1.9 0.6
All companies 2.8 3.9 €.0

Source: Central Bureau of Statistics

1) Totals capital yield
2) 1974 was a good yesr from the profit point of view

The small-scale companies are more dependent upon human labour than the
large-scale companies. The turnover par employee is in the small-scale cocoe
pany in many of the branches much lower than for ihe large-ziale conmpanias.
This is especially true within the building , manufacturing iidustry amnd the
transport sector, In these branches, the turmover per employee is arcund SC%
higher in the large-scale companies than in corganies with less than <C am-

ployees,

3. Industrial sector

within the industrial sectcr the proportion of small-scale companies varins
tetween the branches, The forest product industries and the textile industri-
es are the branches in which the small-scale companies' propcrtion of the
total employmert is most dominant (74% and 63F3, respectively),

Between the rcgions there is a large difference between the numbers of
people employed by small-scale industrial companies in relation to the to-
tal employment. The small-scalz industrial company employment figures are

of the greatest importance in Jinkdping, Kronobergs and Jimtlands counties,

which in these placzs account for 2/3 or more of the tot2l industrial emplny-




ment,

A great number of the smull-scale industrial coTpanice ore working solely
or to a ygreat extent az sutcontractors to other, often lorge industries1.
The small-scale industrial company wsrkir as o suocentractor produces a
highly speciolized component pert, and is therefore very dependent upon

one or, at most, a few special customers. Accordimg to rescarch carried

out by several different industrisl imstitutions, /4 urf trne Swedish Swgyge
scale light industrial companies work in this manner. In a number of other
branches tiie type of subcontractimg is not as significant. (he majority

of the subcontractors are small-scale light marufacturing industries, The
smaller the company is, the more dependent is it upan cubcontracting orders,
This is directly proportional to the size of the company, except in the case
of the very small-scale company,

The reasons for the large amount of cubcontracting present in certain parts
of the industrial sector are as f'ollows:2

a) the buyers want a limited finmancial and technical iivolvement in order %o
maintain flexibility

b) tihe large-scale industrial cdmpany can more easily buy specialized compo-
rents from the small-scale company at a lower price than it w-uld cost tu
Froduce them:mclves

c) the need for a highly specialized product that the large-:zale company

lacks the ability to produce

d) the limited need for the component part provided by the subcontractor
as would be the case ir a special onetime order,

Around 4% of the Swedish industrial producticn is exporteda. The large-scale

1) The following section on problems in the subcontracting is taken from
Fredriksson C, - Lindmark L. (1976)Diss. National and Local Production
systems {Nationella och lokale produktionssystem), Summary in English,

Ured University, Umed.
2) Cf, also Naticnal Swedish Industricl Board! STID PM 798.4. Coheantse = .
ting problems (Underleverenifrsproblematiken),

3) Based on figures from Centrel Bureau of Gtatistics,
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companies exported up to 86% of the total export in 1975, The small-scale
companies accounted for about 14%, a figure that can be compared to the

small-scale companies' part of the total industrial turmover of 26%.

Many small-scale companies are indirectly involved in the large-scale com—
panies' export through their subcontracting role. A research report has
shown that around 1/5 of the small-scale companies deliver an important
part of their production to Sweden's 30 largest industrial concerns1. Tt

is these large industrial concerns that dominate the e.;port market,

The small-scale companies' limited part of the export market coincides with
a) the limited opportunities and resources of entering foreign markets

b) actual product borders, which means that a small-scale company often has
a geographic limit, imposed by a strict local demand fcr Lhe pmducta.

The total investment in the Swedish economy had increased to 28 billion 'SwCrs
by 19753. The total industrial investment had risen to 14 billion SwCrs,

The small~scale industries accounted for 24% of the latter fipure. But con-
sidering that the small-scale industries accounted ‘o 44% of thc totel in-
dustrial employment, the amount of investment is low. This can be explained
in that the small-scale industries are using a more lchour-intansive predic-
tion technique, This goes back to the initial problem of financing., Lecking
the opportunity to receive easy financing the small-scale intustries are

forced to develop better production methods with less expensive equipment,

Innovative developments within the industrial sector are in direct proportinn
to the size of the comanya. The variations between the differnnt size cate-
gories is significant. Many small-scale companies, due to their specialired
1) See Fredriksson C. - Lindmark L.

2) See Ramstriim D. (1975) Small-scale companies-big problems (SmA fdretag,
stora problem), Stockholm

J) Based on figures from Central Bureau of Statistics
4) Lindstrém C, (1972). Firm size and firm location as determinants of In-
ventive Activity (F8retagets storlek cch beldgenhet scn deterriranter fir decs

uppfinningsal-tivitet, Diss., Summary in English, Umed University, Umed,
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nature or role as subcontractors, are not in a position where they can exe-
pand resources for new developments, Foreign and Swedish studies show that
in branches characterized by a high capital intensity and extended long
series production, the small-scale companies accounted for a larger rumber
of the patent applications than one could expect from the employment and
production figures, Research and development within the industrial compa-
nies, according to the official statistics, is highly concentrated within
the large company sector, But in the question of patent applications there
are significant differences between the branches. Within the textile induse
try, the forest products industries, the rubber and plastic industries as
well as the manufacturing industries, the small-scale companies' R & D is
important’. It must be stated that there are real difficulties in acquiring
statistical evidence regarding the small-scale companies' utilization of
resources in the R & D arsa. The opportunities of evaluating innovations
within a specific company are also limited,

An English study from 1971 has stated that the small-scale industrial com
panies accounted for only 3-8% of the total innovation expenditures, but
produced 0% of the total number of innovations. The conclusion that can
be drawn is that small-scale industrial companies are more efficient
within the R & D sector, possibly due to the fact that the significant
work accomplished is seldom accounted for as R & D activity,

In a paper from 19‘742

it was stated that a large number of innovatiors
within American companies came from small-scale companies and that those
small-scale companies accounted for more innovations in relation to gross

sales than the large-scale companies.

1) op.cit. and Central Bureau of Statistics,
2) See Hogen T., Chirichisllo J. (1973) The Role of Research and Developmont

in Small Firms, in Cargson D., (ed) The Vital Majority., US Small Business Ad-
ministration,




3.1 New r.ompanies’

The number of new companies within the marnufacturing industry has decreased
during the last decade. The number of newly established companies in this
sector has decreased from around 1 700 from the middle of the 1960's to a-
round 1 100 for 19’752. The newly established small-scale companies have ac -
counted for 5 to &% of the total rumber of existing small-scale industrics
during the last ten-year period,

The light manufacturing industries have been dominating in the area of new
companies during the 1970's, Within the light marmufacturing industries the
manufactured metal industries have been most expansive., Certain other in=—
dustrial branches have also shown a high rate of expansion. This applies
for the plastic industries during the first three yoars of the 1970's, =
relatively weak expansion can be found within the farming and mineral imius-
tries as well as the forest product industries.

There are several significant regional differences affecting the number of
newly established companies, Until 1974 the densely ponulated areas had a
higher proportion of newly established companies within the total light
manufacturing industrial sector, After 1974 these diffarvnces had evencd
out, The development of new companies within the light manufacturimg ser-
tor has not been consistent with the overall economic development,

A reduction in the number of newly established companies in the industriul
sector can be explained by a number of factors which f‘ollowzt

1) This section is based on the following:

Odéen G, (1978): Determinant Factors for establishing New Companies (Fire--
tagsbildningens bestamningsf‘aktor_ver) The National Swadish Industrial Board,
Odéen G, (1976): The establishing of New Industries within the Manufacturiny
and Building Industries (F&r’etagsbildningen i tillverknings- och byggnedsin-
dustrin 1965-75, ingdr i Industriutvecklingen i Sverige), SIND 1976:7.

2) Nyaren B. Preliminary study of Newly established Companies in Swedi-h .-
dustry 1963-68 (Fdrundersskninger av nyetableringar in - svensk irduvstisd
1963-68) Sveriges Industriférbund, sept 1972. (dupl).
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ons for the red e ber of newly-establis (o] ]

1s A greater utilization of resources within existing companies

2. The size of the market

3, The existence of institutional and bureaucratic obstructions

4, The initial difficulties encountered

5. The lack of interest and commitment of potential entrepreneurs

6., The advantages enjoyed of the already existing companies in the field

7. The difficulties in initiating marketing and distributing systems

8. The decreasing demand in the domestic market due to a significant rise
in imports, which has increased 100% in the last ten years, making it
extremely difficult for a new Swedish company to break in on the Swe-
dish market

9, The difficulty in obtaining capital, especially starting capital

10, The increased bureaucratic demands from the government making it al-
most impossible to start a small-scale company,

The motivation to start a new company today is in many ways the same as it
was ten years ago1. The desire to accomplish one's own ideas, and to be in-
dependent are still common reasons in establishing a new company, Thera is
a strong profit motivation associated with many newly established companinas
and in fact this can be seen as the primary motivation in most cases, During
the second world war and the decade following a basic survival motive was
important, but has lost much of its significance in today's Sweden, Amnng
the secondary reasons for building a new company are the development of naw
ideas and products, So called "innovative new companies" have played a minmor
role in the development of new companies at the end of the 1960's and the
beginning of the 1970's, These "inmnovative new companies" have succeeded,
have come for the most part directly from technical university research la=-
boratories,

¥ithin the industrial sector thera are sub-branches that, over the long .e-
riod having been dependent upon artisan or highly specialized production,
have experienced a rapid rise in the number of newly established companies,

1) Hult M, (1978): The process of establishing new companies (Etablerings-
processen) Vidxjd University, VéxJjs



-13 -

As has been previous); indicated, this is especially true in the areas of
the light manufacturing industry and in one plastic industry1. Newly
established companies are most active in those expansive branches with

space for new products and ideas.

It is typical for the newly established ccmpany that it grows mich faster
than an older companyz. This has been confirmed by research, mot only in
Sweden but in other countries as well. Newly established companies are of-
ten concentrated in those branches that are most expansive, where new pro-
ducts and new production methods as well as new methods of distribution are
constantly being developed, It is important that the leaders of new companies
possess the abilities to deal not only with the present but with the future
as well,

The newly established companies' contribution as regards the technical ad-
vances is uncertaina. A newly established company is seldom tuilt upon a sing-
lg product idea or upon new production methods, But yet a company which does
build on its own new product ideas will often have a faster growth rate than
a company established for other reasons,

The opportunities for the state to exert a regipral policy is dependent wupan
the degree in which the state can successfully encourage people to builcd new
companiss within specific regions, In this sense it can also be stated that
there would be a higher employment if an existing company would decentralizs
or relocate instead of subsidizing a totally new company, This has been thz
most effective short term policy, But it is also valuable to subsidize geruirs
newly established companies from a long term point of view,

1) du Rietz (1975): Entry, exit and growth of firms in Swedish manufacturny
industry during the post-war period . Stockholm,

2) Carstedt G, Isaksson -~ Perez 8, (1974): The structural change of industrial
firms (diss.), Summary in English, Umed Universitet, Umed,

3) For an international view, see Little, AD.Ltd (19’7‘7): New technology=-besed
firms in the United Kingdom and the Federal Republic of Germany, Wiltcn Hcuse
Publicatons, Ltd,, l.ondon,
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3,2 Developments within existing industrial companies

A small-scale company becomes a large-scale company primarily through ine
creased turnover. On the other hand a reduction in turnover for a period

of stagnation can reduce the number of the company's employees,

Differences in development hetween companies of different size is quite large,
one can seldom find examples of bankruptcy or closures emong the large co:va-
nies. Mergers and acquisitions takes place most often in companies with 100

to 500 employees, A company's sense of stability increases with size. It is
very seldom that a newly established company is a large-scale company, In the
large—scale class of companies there has been almost no shift in the total num-
ber in the last five years,

Changes in the number of industrial companies with more than 50 employees

1971= 1975
——
Number of Percent of companies that have Parcent of
employees . - , remaindiy
closed merged grown cut back left thelir size companies

categorv for un-

known reasons
50-99 S 6 12 21 58
100-199 5 11 13 12 1 58
200-499 1 12 9 13 2 63
500-999 0 9 12 11 4 64
1 000~ 1 ? - 8 2 82

Source: Central Bureau of Statistics

The significant change in the small-scale category reflects also the high
number of newly established companies within this category. For the period
1970-75 over SO% of the companies in the category 50-99 employees were

newly established companies,
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A comparison between the expansion of small-scale companies and large-scalc
companies points out that the latter often expanded through the acquisition
of small-scale companies. The importance of acquisitions for the large-scale
Ccompanies has increased considerably during the 1970's.,

Information taken from the Central Bureau of Ste’istics points out that the
large-scale companies on an average have been more expansive in terms of em—
ployment than the small-scale companies. The number of large-scale companies
that have increased their employment in the early 1970's have been 5 to 15%
above the corresponding figure of small-scale industries. It must be remcm-
bered, however, that the large-scale companies have been expanding their
employment through the acquisition of small-scale companies.

This means that the real growth of the small-scale companies can also be mea-
sured as a part of the internal expansion of the large-scale companies.

The small-scale companies had for the period 1965-75 around 20% of the total
industrial investment,

The amount of investment available for small-scale industry is highly dap2n-
dent upon the state of the market, When the market is bad, is it extremsly
difficult for small-scale companies to get financing. This is caused by the
fact that finance planning as with many other activities within a small-sca~
le company is often characterized by a limited short-term perspective.

Because of an increasing automation within the industrial sector, the employ~
ment statistics for the entire branch, in spite of an increased turnover, da=
creased considerably during the last decade. The small-scale ccrpanies' mrt‘
of the total industrial investment has been largely unchen,2d during the last
decade which seems to indicate that automation has taken place at about tlw
same rate as with the large-scale companies. The reduction in employment within
small-scale connl;:&nies whould not‘ be interpreted as a sign of stagnation, but
rather that an increased automation and a higher workforce efficiency has re-
Sulted in a lower employment,
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The organizational structure and employment figures within the industrial
sector from a geographical perspective during the period 1965-74 have changed
little. The ecoromic activities in certain parts of Sweden have increased. :n
the densely populated areas and in forest regions the small-scale workshaps
have decreased in number. The reason for the significant reduction in small-
scale workshops in certain forest regions is hard to account for. Service

access to companies within these regions are no worse than for other regions.

.‘3=3 Acquisitions

Each year a significant number of companies are acquired by either private
individuals or other companies. It is almost impossible to get information
on the size of the companies taken uver by private individuals through acqui-
sition or inheritance, but significant numbers of small-scale and medium=
scale companies have been taken over by private individuals., There has been
a high number of acquisitions since the 1950's,

Acquisitions within Swedish industries 1955-76

1955 1960 1965 1970 1978 1976
Number of acquisitions 54 133 228 207 371 203
Employees 6 400 14 000 23 300 27 500 51 890 25 000
Percent of the affected 0.8 1.6 2,4 2.9 5.4 2.8
total industrial employ=-
ment

Source: Industrial Research Institute (IUI)

The greatest number of acquisitions have since the middle of the 1940's t-“rn
place in companies with 50-500 employees. In 1975, 7% of the total number nt
companies within the category of S50-500 employees were sold, only 2% of com=
panies with leas than 50 employees were sold,

1) This section is based on: Mergers of family-owned companies in Swedish {1
dustry, SIND 1978:4, National Swedish Industrial Board.




3/4 of all industrial acquisitions during the first half of the 1970's in-

volved the purchasing of family companies. The majority of the acquisitiony
were in the manufacturing metal industry, the light manufacturing industry
and the forest product industry. The majority of the family companies pur—
chased were in the medium-scale category. The average size of the acquired

company has decreased in the 1970's from 60 to 34 employees.

40% of the acquisitions were family companies. Investment concerns accour.ted
for 11% of the industrial acgquisitions of family companies during the pericd
1970~-74. The forces behind these acquisitions are many, There is no single
reason to explain the increasing number of acquisitions. Among the factcrs
that influence the acquiring of a company one must distinguish between buyer
and seller motivations, It is also important to consider the internal factors
within the company and the extenuating circumstances.

A desire to increase efficiency and make better use of the existing produc-
tion techniques and to achieve higher profits are the most common reasons

for buying a company. To 1imit competition is of lesser importance, in spite
of the fact that 30-4(% of the companies purchased were in direct competition
with the buyer, In a number of these cases there was an interest in widenirng
the product selection on the part of the buyer,

From the seller's point of view there are a number of reasons, There are, huw-
ever, significant differences between those who sell profitable expansive com-

panies and those who sell less successful enterprises. For the former group

‘the selling motivation is often (1) a lack of financing or (2) difficulties in

further product development or (3) in an inability to market the product successfully.
The last stated difficulty usually takes place when a ccmpany sells its pro-

ducts abroad. For the latter, not so successful companies, the reasons for sa:1-
ling have been problems with the passing of control to the second generatcion
and the tax difficulties that generally follow. The alternative to selling

the company, in the latter case, is often closure,
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3,4 Closure .

A significant number of companies close down cach year. A particularly high
rate of closure can be seen in period of low economic activity., The majority
of closures occur without economic failure. In a limited number of cases clo~-
sure is caused by bankruptcy. The reasons for closure vary between branches
which will be taken up later in this paper,

The yearly number of closures has decreased in the last decade, Even ir pro-
portion to the total number of companies the rate of closures has been lcwer
in the 1970's than ten years ago.

Total number of industrial closures 196675 (balanced values)

1966 1967 1968 1969 1970 1971 1972 1973 1974 1375

Percent of clo-
sures in propor=

tion to total 10.8 8.2 10.2 6,4 7,2 6,3 10,4 4,2 5.7 85,0
number of compa-
nies

Source. Central Bureau of Statistics, the National Board of Swadish Industr-
SIND, and Industrial Research Institute (IUI)

There is no great difference between the number of closures within tha expan-
sive branches (manufacturing industries and rlastic industries) and stagna-
ting branches (for example the forest products industry), The bankruptcy
statistics show that there are a greater number of small-:cale companies
directly involved with this type of closure, This gives an exaggerateu pic-
ture of the small-scale companies' percent of closures b-cause the large-socale
company can 6ften cut back considerably before being forced into bankruptcy .
The very small-scale company (less than fifty employees) during the period
1966=70 accounted for 98.F of the total number of bankruptcies, Only 1.7%
of the bankrupt companies were in the medium-scale category. Small-scale

companics with 5-49 employees accounted for a much greater proportior cof

]



bankruptcies than compared with the total number of companies.

Behind the bankruptcies are the following masons1:

1, Insufficient profits

2. High costs of operations

3. Poor internal planning

4, A lack of basic management skills

5, Insufficient credit and difficulties in meeting existing credit payments
6. Limited business experience within the management,

1) Kedner G. (1975): Business bankruptcy, Problems - Aralysis - Evaluation -
Measures (Firetagskonkurser. Problem - Analys - Utviirdering - Atgkrde.
SIND 1978:2.
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4. Development difficulties and problems

The condition of the company is primarily determined by the overall econo-
mic policy of the State. Both small-scale and large-scale companies must
base their activities within the guidslines developed by the State. But
there are some unigque prablems in the small-scale company which will bes

examined below.,

4,1 Copital resources

The small-scale companies' profitability has not been below that of the mean
profitability of the large-scale companies., But for a large number of small-
scale companies capital resources are of the utmost importance. These compa=
nies do not have access to the share-holders' market, which normally provides
20% of the capital resources of the rest of the industry, The small-scale com=
panies are often less solvent than the large-scale companies and are forced

to borrow money to finance their projects., Financing new products or making
changes in production techniques is often beyond the financing oapébility of
the small-scale company. The need for capital and the availability of cugital
rarely coincide., Many small-scale companies have real difficuities in genera-
ting real capital because of thegir low profitability, They are forced to bor—
row for any financing of new products. Most of the small-scale companies have
difficulties in providing satisfactory security for their outside financi-c,
This perspective is based primarily on the fact that the small-scale company
is directly dependent upor. the personal economy of a few individuals and these
individuals are limited in their ability to put capital into the company. The
problem of providing satisfactory security in connection with nonmaterial ime
provements (i,e. marketing) is a significant one.

The small-scale companies' credit rating is of the utmost impcrtance. Moat
credit is arranged directly through the normal barnking system, State supgort
is primarily of a complimentary character. It is a high risk venture from the
banking perspective to finance small-scale companies, While the state is on

record in support of the small-scale company, real finarmcial assistance scldom

1) Credit resources for the small- and medium-scale incustries (Kmdit.‘&r;i‘:j-
ningen i mindre och medelstora firetag) SIND 1976:5 National Swedish Industrial
Board,
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tokes placa,

The greatest problem of the small- and medium-scale companies is obtaining
risk capital. This is especially true when a company starts up, but also
holds for the later conduct of the business. When a company starts up, ths
only capitul available is of a very high risk-level nature. The opportunity
of getting enough starting capital is often limitea., This coincides with lack
of security, which makes it even more difficult to achieve financing on *he
ordinary credit market, On the other hand, highly gqualified people with a
good product idea have an easier time in getting capital than those who are
not qualified, A company's need for high risk capital to meet the needs of
non=-material investments (i.e. marketing product development or administra=
tive costs) can be difficult to fulfile This high-risk in the lender's eye
capital need of a non—-material character usually means that it is easier to

get money for machines instead of processes.

Availability of resources for technical development is of the utmost importan-
ce for a company to expand or even to survive, With the large-scale company
there are often unique financing and economic resources available for such
programmes. There are a number of specific factors affecting the small-scrie
company that limits the amount of product development within these compenies.
Half of the number of investigated small-scale companies have shown themsel-

ves unable to finance their needed new product's development,

4,2 Company services

Information, access to expertise and training are often important factors in
providing a company with a positive growth rate, A lack of information concer-
ning expanding products or market areas can severely limit the own expansion
of the companies, Small-scale companies are generally cutside the inforwation
flow concerning technical questions and market conditiom1. There is both a

lack of information and the lack of trained people to deal with the complex

1) Company services - Understanding and experiences (FSretagsservice - Bagrepp
ach erfarenheter) SIND PM 1976:2, National Swedish Industrial Board.,
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information that is available. During the last few ycars there has been much
more research concerning newly established companies and especially smalle
scale companiecs and the importance of the existing economic situation for
either starting a new company or expanding an existing company, An important
prerequisite in starting a new company is the access to the various resources
and services offered. The difficulties, especially in smaller places, is to
actually get the services and expertise offered, according to a number of
studies.

St:udie.'-‘.‘I bave shown that the small-scale company generally lacks both quali-
fied technical personnel and economic specialists, due primarily to the fact
that these companies have no full-time need for these people, A small-scale
company has often less opportunity than a large-scale company to hire a uni-
versity qualified individual or even in recruiting a qualified workforce,
The small-scale company has little chance of sending its employees to spe=-
cial courses of a training nature. There is a close relationship between the
company size and the number of people that participate in special training
courses. These areas of information expertise, training and also the making
of business contacts are of special importance for the comgany with the ex-
port market. It is easy to understand why so few small-scale industries are
directly engaged in export activities, The problems for & small-scale compa-
ny in selling its products abroad are directly related to the above mentio-
ned, And yet while these factors limit the small-scale companies' opportusi- !
ties within the export market, there remains & limited potential for growth
within the export market for the expansion of a select product group.

In order to compensate the small~scale companies, the state has attemptad to
assist these companies during the last few years. The Saedish Export Courcil
has provided training and assistance in international marketing, This has
taken place through joint projects of an international nature. Regional de~
velopment agencies have attempted toA inform the small-scale companies of
technical developments and have also provided technical expertise when avai-

1) The managerial training for small- and medium-scale companies (f-‘dr‘etugam-
utbildningen i mindre och medelstora Fﬁretag) SIND 1974:1, National Swedish In-
dustrial Board.
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lable, The state has given the regional development agencies greater re-
sources in order to betcer assist the small- and medium—scale companies

with financial advice and expertise.

4,3 The complexity of leading a modern cong_a_nx1

The modern working envirﬁnmnt that confronts the company is made up of

a rumber of different factors. An important part of the modern company's
milieu is the institutional demands that the state has put upon those pri-
vate individuals who attempt to start a company of their own, The smalle
scale company has a limited capability of dealing with this increased de-
mand for information on the parts of the central state authorities. The re-
lative magnitude of the employer's contribution to the employee's social
welfare, the high tax rates in Sweden are other examples of obstacles to
the activity of small entrepreneurs., Many small-scale cumpanies have com-
plained about this situation,

There have been attempts made to correct this problem, There have been con=
crete proposals made to reduce and simplify the amount of paper work, It is
& continued project to reduce the paper-work and yet in the last decade tha
state has created an even larger number of new forms amd procedures intan-
ding to help the small companies, but with an unfortunate correspording in-
crease of paperwork for the companies. At the same time, the ability of the
company management to consider different types of help available has decrea-
sed,

4,4 Labour market legislation

The increased legislation concerning the labour market has been seen by

many small-scale companies as an obstacle instead of a help. A special pro-
blem which has Eeen noted by the Committee for the Roview nf Labour Market
Legislating is that the small- and medium—-scale companies lack the ability

1) Ramstrém D, (ed.) (1975): Small companies - big problems (Smd fdretag -
stora problem), Stockholm,




- 24 -

of dealing with the information available concerning state assistance, In=
formation concerning the new laws has not reached the small-scale companies

to the same extent that it has reached the large-scale companies, This con=
cernc primarily the new laws for the safeguarding of the employee's position
in the company and certain laws with extended obligations for the entrepreneur
in relation to the trade union representatives, This also concerns the laws
dealing with the actuasl working envirorment, Within this area the small-scale
company has difficulties in following the new laws, Measures to stimulate and
help the small-scale company to fulfil the intention of the legislation within
the working environment are planned,

4,5 Problems in establishing new companies

The number of newly established companies within the marnufacturing industry has
decreased during the last decade, There are a number of reasons for this, some
of which have already been discussed in this paper, It is essential for in-
dustrial expansion and the maintaining of a competitive strength to help new=-
ly established companies and an important characteristic of the newly establise
hed companies is that they grow more rapidly than the old companies. The new-
ly established companies' contribution to the overall technical development
can be examined from a number of different viewpoints, It is only in a 1imi~
ted number of cases that a new company is established on the grounds of a
totally new product idea or new production method, The opportunities of esta=-
blishing a company based upon a new product or production technique are directe
ly related to the available capital at the start,

Research has shown that many newly established companies have had real problems
in providing security for their capital loans, A lack of knowledge regarding
the basic conduct of the company in areas other than the purely technical or
manufacturing side have also made it difficult to establish a viable new com=
pany, And yet i; it interesting to note that newly established companies

built on & new product idea or a-new production technigque often have problems

less than a company built for other reasons,
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The state's contributions within the small-scale company sm:t:t:)r'1

#_'7

Because of the state's need for small-scale industries it has taken a number
of steps to reduce the difficulties confronting the small- and medium-scale
companies, This can primarily be seen in the area of credit and available
credit resources but also applies to the small-scale companies' need for
outside expertise, training and other services, A number of these instru-
ments that the state provides directly to the small-scale company now, hcove
been designed many years ago, But it is in the last decade that there has
been a real intensification on the part of the state to provide real assis~
tance.

5:1 Regional Develogment égencies

Because of social - and employment conditions - Regional Development Agencios
(so called firetagsreféreningar) were built up at the end of the 1930's in
those areas where there was a particularly high rate of unemployment, These
agencies were to advise, provide credit support, and try to stimulate the
establishing of new companies, and in part, to help the existing companies in
their development in the depress.ed economic regions,

The maim was to increase production within the artisan and other small-scale
industries through a clear-cut regional policy, These aims were carried out
through the help of both state and regional subsidies, The Regional Development
Agencies have the capability to obtain financing directly from the central
government, Members of the Regional Development Agencies include company ow=
hers, company associations, local officials as well as other private indivi-
duals and even organizations that can be expected to work for achieving the
goals of the agencies.

At the end of 1975 the Regional Development Agencies had a total of 17 400

members. The majority of members came from companies within the mamufacturing
industries. Companies that have obtained financing from the Regional Develop-
ment Agencies must be members, but the companies that use only the other ser-

vices available are not forced to join, From 1959 there has been Regional ODe-

1) This section is mainly based on proposed legislation 1977/78 No 40 (prop,
77/78 Mo 40) Small- and medium-sized companies,
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velopment Agencies in all 24 Swedish counties., After establishing a new
regional assistance policy in 1965 the Regional Development Agencies have
as a stated goal to support increased production within the regions, The
Regional Development Agencies have also the responsibility of providing
special support in the depressed regions for newly established companies
in the region,

The Regional Development Agencies' responsibility can be divided into three
main categories: company services, financial support and support for estab-
lishing new companies.,

8,1,1 Company services

Company services consist mainly of providing information to the company in

different questions, such as financing, tax regulations, marketing guidelinas,

or guidelines for patent applications, product standardization, product tes-

ting, safety conditions and environmental regulatiors,

- training, in technical, ecoromic and administrative areas including marketing

- sxpertise gutside consultancy in the above mentioned areas

- technical expertise pertaining to product development, producing a prototype
and testing,

5.1 Financi upport

Financial support is available in the following branches:

* Manufacturing industry

# Companies within the general agriculture branch that do not qualify for
financial support from the existing agriculture associatiors

Corstruction companies

Production and unit material traders

Transport urﬁ machine-leasing ~mmmnims (services available, but o crldit)
Legal, scomomic, administrative and technical consultancy firms

All marual service industries, '

x £ % %= =

-
——
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These branches have been choser because they are considered to treate more
oppartunities of employment and also influence the economy of the country in
a@ more positive direction than the efforts in other branches.

5,1.3 Support for establishing new companies

The Regional Development Agencies have also as one of i*s primary responsi-
bilities to assist in establishing new companies. This involved assembling
new development ideas and providing information to potential leaders as well
as providing technical expertise and training during that period in which the
new company is being established., The contributions are both of a general ra-
ture (creating a positive regional milieu for new ideas and pm,ject:s) and of
a specific nature (responding with direct assistance to the new companies'
demands), These contributions include summaries and analyses of the total re-
gional production and estimates of regional needs in the area of expansion, To
accomplish this there are conferences and training sessions available for those
who are interested in starting a new company,

It is also important to provide support for the period directly after the
establishment of the new company. This kind of support must be of a more con=
crete and selective nature, There must be information provided for all the
development phases that a newly established company encounters.

In the planning there are a number of areas in which the Regional Development

Agencies can assist:

- information and training in "starting your own company" or how to develop
an idea from a business perspective

- advice and assistance at the planning stage e.g., market summaries, capital
needs estimates, investment estimates and help with the actual physical de-
velopment of the company ‘

- the forming of contacts between the potential entrepreneur on the one hand
and on the other hand potential partrers, customers, councillors, consul tants,
bankers and local and government authorities.
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5.2 Availobility of capital rrsources

To help meet the small- and medium-scale companies' need for long term credit,
special credit institutes were established 40 to SO0 years ago, The Industrial

Credit Agency Ltd (A3 Industrikredit) was established in the middle of the '

1930's and the State Artisan ard Industrial Loanfund (Statens hantverks- och '

industrilincfond) in the middle of the 1940's, Because of the increased de-

mand of the small- and medium-scale companies for capital during the 1960's a

number of new highly specialized institutes have been created to assist them.

These special credit institutions have very unique guidelines as regards risk
capital. Certain of the institutions, the State Business Capital Agency (Ftre-
tagskapital AB), founded 1974, "SVETAB" founded 1969, Investment Bark Ltd (In-
vesteringsbanken AB), founded 1967, have the chance to finance widely diffe-
rent groups of companies with their own capital resources. The most common form
of credit is giver in the form of long term capital locans, Beyond the existing
form of credits established in the 1930's and -40's, have the State Business
Credit Agency Ltd ( AB Fb'retagskredit), founded 1962 and Swedish Exportcredit
Agency Ltd (AB Svensk Exportkredit), founded 1962 and special forms of credit,
Long term credit can also be obtained through the General Pensions®Fund (All-
minna Pensionsf‘onden) and even some special support for companies in the depres-
sed regions (e.g. support for buying mchines). A number of institutes can also
provide a guarantee for companies to borrow capital directly from the barks.

Through the State Industrial Credit Ltd (AB Industrikredit) and other special

regional programmes, guarantees can be provided for long term credit through

a special form of guarantee which the National Swedish Industrial Board (SIND)

offers as an industrial loan guarantee (1954) or as a structural guarantee(1972).

These loans guarantees are handled by the Regional Development Agencies but

the decision is made by the Naticnal Swedish Industrial Board. The loans usual~
ly run for ten years. In order to use the loan guaranteed, it is assumed that

the financing can be arranged in another way (primarily through the banks).

From the beginning of the 1960's there have been new agencies created with the
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power to give loans with conditional re-paymecnt protection, that is re-pay=-
ment dependent on whether or not the actual project resulted in a profit,

Such loans can be given by the Norrland Development Fund (Norrlandsfonden),
1961, the Board for Technical Development (STU), 1968 and the State Dovelop-
ment Fund, 1973,

Only a limited number of the above mentioned credit or guarantee agencies have
as a formal objective the support of small- and medium~-scale companies. For
some of these credit institutions that are partly or wholly state~owned, there
are certain practical geographical or branch limits that play a significant
role in the financing of the small- and medium—scale companies.
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Small- and medium-scale companies' borrowing from the special credit insti-
tutions 1975

Amount of credit 1978
_ (million crowns)

Lredit given only for small-scalg companiss

Statens hantverks- och industrildnefond ( State Artisan and
Industrial Loan Fund 130

Industrildnegarantier (Industrial loan guarantees) 60
Industrikredit AB (State Industrial Credit Agency Ltd) %0
AB Fretagskredit (State Business Credit Agency Ltd) 120
Firetagskapital AB (State Business Capital Agency Ltd) 10
Begiongl credit

Local regional support 330

Norrland Development Fund (Norrlandsforden) 88
himited functiongl credit

Svensk exportkredit (Swedish Export Credit Agency) 18

‘ Styrelsen fir Teknisk Utveckling ( the Board of Tech=

nical Development) : 28’

Statens utvecklingsfond (the State Development Fund) 2
Qther credit_sourcas

Investment bark 330

General persion furds 1)
TOTAL (excluding guarantess) 1 700

SQurre: Mational Swedish Industrial Board, SIND 197618

1) This is direct borrowing, There is also 140 milliors of direct subsidies.
2) Including support for private innovatars.
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When a newly established company introduces new products or new production
techniques, it can get from the state different types of financial support
depending on its geographical location and the nature of the company.

The Board of Technical Development (STU) can give financial support for
industrial development from the very beginning of the project. Subsidies
and loans are available for new products or new product ideas that are of
technical importance.

Through the State Development Fund (statens utvecklingsf‘ond) is financial assis-
tance is available for those companies that need capital for the phases of the
development work that lies between the above mentioned support area until the
phase when the product comes to market.

High risk loans as regards newly established companies can be given by the

Regional Development Agencies from the State Artisan and Industrial Loan Fund
up to 300 000 crowns, Together with the State Investment Bank (Investerings-
burkan) the Regiomal Development Agencies can loan up to 500 000 crowns more,

There is limited financial support available to newly established companies
through the Norrland Development Fund (Norrlandsfonden),

5.3 Information and expertise

The State agencies support services directed with assisting the small-scals
and medium-scale are concentrated in the area of technical and industrial de=—
velopment, training and marketing. Information, expertise and the making of
contacts are important elements in the company service area,

Company services available for all have been an essential part of the Regional
Development Agencies. This special area of the agencies' activities has great-
ly expanded in the last few years, The main reason is to give companies both
guidance and information pertaining to the priva*e market and in dealing with
the state, so that the companies will be properly informed,
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Prouviding exportise and marketing analyses is another important part of the
Rentional Development Agencies' services, In the last few years this area has
concentrated primarily on product development oand marketing, bolh domestic

and export. The Reaional Development Agencies have in the last mentiored area
received strong support from the Export Council (Exportradet), Even the Regio-
nal Development Agencies' training services have expanded in the last few years,
vithin cach agency there is a special training consultant who is responsible
for analyzing the training needs of the local companies and recommending appro-
priate courses for them. The training consultant works as a rule together with
the National Gwedish Industrial Ooard (Statens Industriverk) unit for company

development and other training organizations,

Through the Board for Technical Development (sTu) private individuals, small=

and medium-scale companies can present technical questions and receive techni-
cal expertise. The activities of the Board consist of the following services:

Expertise and information in the support of inmnovative research, advice on pa-
tents, the transferring of innovative research results to industrial use, the

stimulating of creative and innovative research within the various research

institutes and companies,

The last menticned as accomplishézd regionally through a contact secretary at
cach of the seven regional universities, The contact secretary works together
with the Regional Development Agencies. Other service functions within the

innovation and product development area are carried out by the Patent Depart-

ment (Patent- och Registreringsverket).

The Foundation for Industrial Development for the Norrland (Stif'telsen for in=
dustriellt utvecklingscentrum), which has been operating in Skellefted from 1971
provides both personal and technical resocurces for marketing research, technical

consultancy and product testing for primarily small- and medium-scale companies,
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.4 Training

The need for training for the company employer and employees in the small- and
medium~scale companies has increased significantly during the last few years.
The meaning is to support the technical and economic development of small- and
medium-scale companies while at the same time to make clear the structural
changes taking place within certain branches. It has earlier been noted that
it exists regicnmal training through the training consultants within the Recic-

nal Development Agencies.

A complete training programme is administered by the Natiomal Swedish Industrial
Board (Industriverket), The National Swedish Industrial Board works together
with industrial organizations and other training units in order to get a total
view of both planned and activities going on to make easier a total coordinated
effort, The National Swedish Industrial Board has a unit for company develop-
mert - SIFU - which provides courses especially designed for the small- and
medium-scale companies, These companies account for approximately 1/3 of the
total number of courses participants, The most important training takes place
in the technical and economic areas and their related functions within the com-
pany. The local communes provide further adult training for those individuals
who wish to stay in touch with the technical developments and other changes
within the industrial sector, This training is available in nearly every com-

mine,

5, 5 Export assistance

The state provides assistance primarily through the Export Council (Export—
radet) whose responsibility as the central export organization is to plan,
coordinate and provids assistance in support of the Swedish export market.
Those small- and medium=-scale companies‘export opportunities have been reviewed
carefully by this organization. According to the Export Council's agreement
with the state, the state provides the same amount of financing that it costs

the Export Council to provide assistance for the small-scale industries.

The activities of the Export Council involve taking part in exhibitions, marke-
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ting research trips and the providing of export expertise for domestic use,
This last mentioned activity is of special importance for the small- and
medium-scale companies. Certain projects, some of which inwolve direct sel-
ling, are for the primary benefit of the small-scale company. The Export Coun—
cil also arranges state support for course and conferences concerning interna-

tional marketing.

Within the Export Council there is a delegation with a specific responsitility
of dealing with these matters. The Regional Development Agencies are also wore
king to stimulate export activity and often work together with the Export Coun-
cil, Each Regional Development Agency has assigned a person whose responsibi-
lity it is to work with the Export Council. A number of Regional Development
Agencies organize reqular conferences with the Export Council to provide infore-
mation on the export market and to pass on analyses of different products’

export feasibility, The Export Council and the Regional Development Agencies have
cooperated with radio and television in providing courses regarding export in
almost every region, The Regional Development Agencies in cooperation with the
Export Council and the National Swedish Industrial Board have provided a spe-
cial export-project - "an export manager to lease" -~ for all the small- and
medium-ecale companies. For each small related group of companies (5-6 companies)
there is an export consultant with the responsibility of making the export mar-

keting easier for those companies.

The Export Council also coordinates arrangements between foreign industries
and Swedish subcontractors. Each year the Export Council deals with at least
6 000 specific requests from abroad concerning Swedish companies. Their coor-
dinating work consists of passing on addresses to the relevant Swedish sub-
contractors and on the other hand passing on the domestic subcontractors the
specific requests. The local Chamber of Commerce deals on a similar fashion
with 4 000 - 5 000 requests each year for foreign companies.
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6; Conclusion

6.1 Ceneral observations

The paper has indicated a number of differences between small- and medium-
scale companies on the one hand and large-scale companies on the other, These
differences affect not only the physical realities of the company but the con-
duct of the company as well. Realizing these basic differences between diffe-
rent sized of companies, the state has initiated special programmes affecting
profitability, financing, export, etc. to assist the small- and medium-scale
companies. It is too early to evaluate objectively the actual assistance pro-
vided by the state, The few studies that have been conducted have either

been to limited in scope or have lacked a certain objectivity. It is for this
reason that this paper has not teken up in depth the background of the state's
decision to actively assist the small-and medium-scale companies. At this time
it can be said that the state has made a real commitment to assist the smalle
and medium-scale companies and that this policy has been initiated, but it

is too early to rnote the results of this policy,

It has been stated that Sweden im the 1970's has made & real commitment to
its small- and medium-scale companies and that the state has become more a-
ware of these companies' problems., The state's solution has been to support
certain sectors and specific companies, in the hope that in the long run thase
companies will be viable, The state has also realized that in the past it has
caused bureaucratic difficulties for the small- and medium-scale companies and
is now teking steps to alleviate these problems.

Forty years ago the state initiated a limited financial policy to help the
small- and medium-scale companies. In the 1960's the state expanded greatly
this policy by creating a number of new highly specialized institutes to fa—
cilitate financing, And yet, the support provided by the state to the small-
and medium-scale companies is only a small part of the support provided to the
large-scale companies.
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6.2 Tmplications of the state's financial assistance policy

The main thrust of the state's financial policy is to provide assistance for
newly established companies and to assist all companies in their actual devolop-
ment (which includes new product development as well as the development of new
production techniques). The state's financial policy is also dependent upon a
number of geographical and structural considerations. Size has mot been a di-
rect consideration in the formulation of the state's fimancial policy, It is
easier for the medium- and large-scale companies to receive assistance than

for the small-scale company, and yet, there is more financial support avai-
lable for the small-scale companies today than there has been in the past.
There exists, however, a real need for a comprehensive financial policy in
direct support of the small-scale corpanies. There is still a real problem
facing the small-scale company when it comes to getting high risk capital, This
limits the small-scale company's development and expansion making the very ques-
tion of its survival less secure., The small-scale company is forced to adjust
to the state instead of the state being responsive to the needs of the small-
scale company, The state has initiated a number of new efforts to attempt to
solve this problem but it is often very difficult for the small-scale company
to take advantage of them, The state, by its very nature, is the largest em-
terprise in Sweden and between the largest of the large-scale and the small-sca-
le company there is lacking common ground,

6,3 Implications of the state's Eolicy of supporting the establishment of new
comanies

In the area of establishing new companies the state has given the Regional
Development Agencies primary responsibility, This work consists mostly of a
transfer of existing information, The information is both of a general nature
(concentrated upon the general economic milieu) and of a specific nature respon-
ding directly t.o the needs of th.e newly established companies. This informa-
tion transfer has only recently been initiated over the entire country, and
varies greatly from region to region, depending upon the capability of the
specific Regional Development Agency. Unfortunately, there are not many people
within the private sector who are qualified to deal with all the information
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provided. For this reason some universities have taken a part in training
Pcople in establishing now Companics. Again it is too early to evaluate the
results of this information transfer. There has been criticism, both positive
and negative, as is to be expected with any new project, One thing is clear,
however, the state has made a commitment in support of starting new companies

and this commitment is being put into practice,

E:‘;= 4 Comganz services

As has been pointed out in the paper, the small-scale company has a number of
problems in employing full-time specialists and pruviding specialized training
for its own employees, The state, through the Regiomal Development Agencies, has
attempted to respond directly to the needs of the small-scale companies in this
area,

The problem has been in getting the small-scale companies to realize that the
state is providing a real and viable service for them, In this area the state
has realized the need for a viable two-way communication (the state can only
respond to the expressed needs of conpanies). Many small-scale entrepreneurs
lack the time or the knowhow to take advantage of the services provided by
the state,

§_,_5 Alternative considerations

It is clear that the Swedish state has a general policy of providing support
for its private companies. This policy has been initiated. There are questions
on how effective this policy can be - a policy such as this must be supported
by both the state and the companies. The complexities of the overall policy can
often create problems in the implementation of the policy. There are always
real problems when a policy is implemented. To change the structure of the po-
licy is an aspect which has not been taken up separately in this paper, but
should be considered, This can be stated:

“Is it better to create a number of new institutions to assist private

companies or is it better to expand the charter of existing institutiors 7

Should the policy be more general in .scope or should it be more respon~

sive to the specific needs of the different sized companies 7"

This discussion continues in Sweden today,
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Appendiz I

Swnden -~ a short introduction
Geography and Population

Sweden is the largest of the Scandinavian countries, covering an area of appro-
ximately 174 000 square miles. It is bordered on the west by Norway, on the
northeast by Finland and on its eastern coastline by the Baltic Sea. Over half
of Sweden's land area is covered by forest, less than 10% consists of cuiiiva=
ted land, around 30% is uncultivated land, including residential and industri-
al areas, and inland waters cover about $%. Although Sweden is on approximately
the same latitude as Alaska, it enjoys a generally temperate climate becauss

of the Gulf Stream.

Sweden's populatidn at the end of 1976 was 8 236 000 or 52 inhabitants per
square mile, More than 90% of the population lives in the southern half of
tha country. Sweden has a slow rate of population growth, which has averaged
0.6% annually since 1965 and was 0.3 in 1976, Over one—third of the total
population growth since 1965 has besn the result of net immigration, About
two-thirds of the immigrants are from the neighboring Nordic countries.

8tockholm, the capital, is located on the eastern coast and is Sweden's largest
city, with a population of approximately 1 400 000 in the greater metropolitan
area, Other principal cities are GSteborg (population 690 000) on the western
coast and Malm$ (population 455 000) near the southern tip.

Comatitution and Form of Government

Sweden is a conatitutional monarchy with a parliamentary system of govarrment,
Under the Constitution, which became fully effective on Januvary 1, 1975, the
Riksdag has the legislative powsr and the Prime Minister is the political chief
exscutive, The King is the Head of State.

The Comstitution currently provides for a singls-house Riksdag of 349 msmbers
who are slected indirect elections in which all Swedish citizens of at least
18 years of age are entitled to vote. Members of the Riksdag serve for a three—
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year term,

The most recent general election of members of the Riksdag took place in Sep-
tember 1976, The last three elections have resulted in the following distribu-
tions of seats among the five political parties represented in the ARiksdag:

Number of seats

1970~73 197376 1976=79

Social Democrats 163 156 182
Center Party M 90 86
Conservatives a1 51 55
Liberals 58 34 k °]
Communists 17 19 17

350 350 349

After the last election, a new Government was formed by a coalition of the Cen=-

ter Party, the Conservatives and the Liberals with Ar Thorbjsrn F&lldin, leadsr

of the Center Party as Prime Minister, Between 1932 and 1976, the Government was
formed by the Social Democrats either alonme or in coalition with other parties.

The next general election is scheduled for September, 1979,

Thg Cabinet consists of the Prime Minister and 19 other Ministers, 14 of whom
he.ad different Ministries within the Govermment. Local governmental functiona
are performed by 23 county councils and 277 municipal authorities, whose mem-
bers are popularly elected, The principal source of reverue for local govern~
mental bodies is an income tax,

International Cooperation and Foreign Policy

International organizations of which Sweden is a member include the United Na-

tions (UN), the International Monetary Fund (INF), the International Bank for
Reconstruction and Development (IBRD or World Bank) and the Organization for .
Ecoromic Cooperation and Development (osco). Sweden is also a party to the

Ceneral Agreement on Tariffs and Trade (GATT), )
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Swoden 15 a member of the European Free Trade Association (EFTA), whose other
mombers currently are Norway, Austria, Switzerland, Iceland and Portugal,
with Finland an associate member. Sweden is not a member of the European
Ecoomic Community (EEC), Effective January 1, 1973, two of Swaden's most
important trading partrers, the United Kingdom and Denmark, formerly mombers
of the EFTA, Joined the EEC, Sweden and the EEC entered into a free trade
agreement effaective on the sams date,

Sweden is also a member of the Nordic Council and the Nordic Investment Bank
with Dermark, Finland, Iceland and Norway. The members of the Nordic Council
have established regional cooperation in several fields, including a common
labour market (except for Iceland) and the transferability within membsr count-
ries of unsmployment imsurance and other social service benefits., The Nordic
Investment Bank began operations in 1976 and was formed to strengthen the eco-
nomies of the member countries by providing loans and guarantese for investe
ments and export projects of common interest to the member countrises.

Sweden’s forwign policy is onme of non-participation in alliances in peacstime
for the purposs of maintaining reutrality in case of war,
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Appendiy II

Addrasses to institutions mentioned in the paper

The Board for Technical Development (STU), Fack, 100 72 STOCKHOLM

Business Capital Agency Ltu (F&retagskapital AB), Eriksbergsg.1 A, 114 30 STOCKHOLM
Export Council (Exportrédet), Box 5513, 114 85 STOCKHOLM

Industrial Research Institute (IUI), Box 5501, 114 85 STOCKHOLM

Investment Bank Ltd (Investeringsbanken AB), Box 40153, 103 43 STOCKHOLM

National Swedish Industrial Board (Industriverket), Box 16315, 103 26 STOCKHOLM 16
Norrland Development Fund (Norrlandsfonden), Smedjegatan 17, 951 00 LULEA

Swedish Export Credit Agency Ltd (AB Svensk Exportkredit), Box 7149, 103 83 STOCKHOLM
SVETAB, Box 7078, 103 82 STOCKHOLM

State Business Credit Agency Ltd (Fbretagskredit AB), Eriksbergsg. 1A, 11430 STOCK=
State Development Fund (Statens Utvecklingsfond), Fack, 100 72 STOCKHOLM o

State Industrial Credit Agency Ltd (Industrikredit AB), Eriksbergsgat. 1A, 114 30
STOOKHOLM
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