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INTRODUCTIOR

The role of small scale industiries in rural Scotland ie examined in this
paper against & rapidly changing industrisl climate influenced sbove all
by the new off-shore oil industry and the resultant influx of money and
Jobs to the country.

Bach of Scotland's rural regions reflects different aspects of the
problem, and the nature and relative importance of small scale industries
varies accordingly.

The origins of nev entrepreneurs are diverse, particularly in ssall
companies based on modern technulogy, and the motives which lie behind the
establishment of such businesses are complex, involving personal and
environmental factors as well as the influence of extermal incentives,
offered in money or in such faciiities as workshop prcl;inn and housing.

In the remoter areas handcrafts have a special significance and there may

be a justification in giving generous assistance to this sgell sector of
economic activity.

The combination of external circumstances and a consistent policy of
supporting small scale enterprises is starting to lift the economy of
Scotland's countryside from the decline which it has been enduring for
the past 50 years.

"Numbers in parentheses refer to the corresponding numbers in the
reference list at the end of the paper.”




I. THE HKURAL ARBAS OF SCOTLAND

Scotland, although an intcgral part of the United Kingdom since the

Act of Union in 1707, retains to ihis day a considerable measure of
independence from its larger and more prosperous neighbour Fngland,

It i a =mall country, witr a tota: pcpalation of 5.2 million, about
one-tenth that of the United Kindgom us a whole. Its area is ebout
ono-third that of Britsin and large tracis of countryside in the north
and west ar~ virtually uninnabited, More than nilf of Scotland's
pepulation is concentrated in tue heavily industrialised central belt of
the country and 2.7 million pecple live in the Glaspow conurbation and
in the other mein cities of Edinburgh, Dundee and Aberdeen. (7)

Rural depopulatior hus been a feuture of Scottish life for 150 yoars,
A process of enforced clearance was started at the beginning of the
19th century by landlords who were seeiing sheep pastures among the
sparse arear of land suitable for agriculture. The subsistence tensnts
‘who lived there werc evicted, wany of then leaving the country as
emigranta to North Azericu. Later, ‘he discovery of coal aud irom
created large industries ir tre centre and west of Scotland and the
drift of populution from trc courtryside continued. More recently,
groat improvemerts in ihe efficiency of agriculture and forestry have
diminighed otill further the job opportunities in rural areas. The
extent of the depopulation in the countryside is cnown by the decrease
of the rural prorortion from 45% irn 1361 to ornly 14% in 1970, &

Five regions in Scotland are predoninantly rural in character and the
aap in Annex I shows ‘the location of thece. Buch ares prosents different

problems and opportunities for smsll scale enterprises, and a brief
ocutline of the pain regional foatures will helyp to give some perspeciive
to the small industria! scene.
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A. THE HIGHLANDS AND ISLANDS

The Highlands and Islands of Scotland cover about one-half of the area of
the country (one -fifth of the whole of Great Britain), but support a
population of only 275,000. BExcept for the regional centre of Inverness
(population 35,000) the ares is entirely rural and very thinly populated.
Over a land mass of 14,000 square miles (3,620,000 hectares) the density
of population is only 19.6 people per square mile (0.G7 per hectare). The
region is mountainous, deeply indented by long sea lochs and fringed by
three hundred islands along the Atlantic coast. The soil is poor and much
of the area is ouly suitable for afforestation or recreation. The decline
of population in the region is shown in Table 1.

Communications are not easy. Public transport has generally declined,
except for the main rsilway routes linking the region with the south.
Steamer services have been curtailed, although some car ferries have
recently been introduced and the cost of “ransporting people and materials
to and from the islands has risan sharply over the past decade. Some
progress has becn made with local air services, but very many communities
are still served only by a second class road or a boat service.

Three events have contributed towards the revitalisation of this
difficult region.

Irn. 1943 the North of Scotland Hydro-Electric Board was established with
the objectives not only of generating electricity from the abundant water
resources of the Highlands but also of making a power supply available,

as & social service, to every part of the region. The universal
availability of electricity has helped the Board in its consistent efforts
to attract industries, large and small, %o the area.

Secondly, in 1965 an Act of Parliament established the Highlands and
Ialands Developmert Board with wide powers to promote the economy of the
segion, In seven years the Board has invested £9.5 million in indusirial,
touriot and agricultural projects, backed by large scale efforts in




publicity, planning and reccarch., The Board can claim some credit for
the expectation of 6,200 jobs wihich will just about halance the natural

{ )
5) Unfortunately official investment

emigration from the area.
poiicies have tended to attract large, capital intensive industries to
;the few nlready relatively prosperous cowmunities of the region, so that
the remoter areas have continued to decline into lethargy. (“Maﬁkna?"’
says a West Highlander - "We have nc Saelic word for an emergency like

that").

Thirdly, in 1971 the discovery of oil in the North Sea started an economic
revival in the eastern Highlands and the northern isles which is likely
to eclipse all previous efforts to aelp the region. Within two years
unemployment has dropped from more than 8% towards zero, and land end
labour, in the coastal areas affected, are now at & premium. An influx
of international construction companies, paying high wages and demaﬁdiug
* modern skills and the effective use of labour, is galvanizing the areas
affected into intense activity. On the remoter western parts of the
Highlands, however, oil has as yet made no impact, and the only source
of regular employment remains the small scale industrial or craft-based

enterprise.
Table 1.
P t % 3 in Scotland's rural regions (thousands)
Highland South= . North-

§IIsla:d wogt Borders Tayside go:tn Scotland
1921 226 159 111 437 450 4,882
1931 29% 152 110 430 444 4,803

. 1951 286 154 112 451 462 5,096

1961 2717 152 105 452 453 5,179
1971 283 150 101 457 452 5,227

B, THE SOUTH WEST

~The South West, like the Highlands, io a sparsely populated region with
enly 177,000 people in an area of 2,460 square miles (640,006 hectares).

i T — _ 3 i




The main acwivity of the resic. is prricu ture altiough there are also
areas of forest and moorland, FExcluding tihe regioral centre of

Dumfries (28,000) iie dencity of rurnl oojulation is 51.2 per square
mile (0.20 per hectare)., It rnz suffered as heavily as anywhere in
Scotland from a continued decline ir rural job opportunities. 'Virtually
all rail services have dissppcared except for those serving the regional
centre of Dunfgies and for the tenucus link to the Irish rail ferry at
Stranraer. Local bus services have also declined, although recent road
improvements have made the area easy of access by cur from the industrial
north west of England.

While unemployment in the south west has for some years been at a high
rate (6.8% in August 1971) the sctual numbers of people out of work are
small., Throughout the whole rural srea, excluding Dunfries, the
unemployment in i971 only amounted to 1,670 men and 400 women. In

such a widely scattered population this unemployment cannot be improved
by the establishment of large indvstries. The south west is, therefore,
woll suited to the promotion of smanll-scale industries.

In 1972 the South West of Scotland Development Authority was established
to co-ordinate the planning activitiés of the existing small local
government bodiez. Although it is genorally recognised that the revival
of the region will depend to a lergs extent on small enterprises little
impact has yet teen made on the rroblem. The continued decline in the
population since 1951 is shown in Table 1.

C. THE BOKUERS
A compact area iying between Edinburgh and England, the Borders are

predominantly agricuitural in character, being world fzmed for sheep
and for the woollen industry which grew up in the small towns along

g




the rivers which intersect the region., A lependary rivalry has
axisted betweon Border cummurnities (or centuriea, fought out to-day
on the rugby football field and in ceremonial horse-riding events.
The population of 96,000 is spread over an area of 1,780 square miles
(462,000 hectares) glving a density of 54 people per square mile
(0.21 per hectare).

Because the Borders have so long depended on agriculture the rural
employment opporiunitics have declined in proportion with the
progressive mechanisation oi faime, Table 1. shows how in the 20
years from 1951 to 1971 the population has fallen from 112,700 to
101,700. (7) The Borders are, however, an attractive and accessible
part of Scotland, and considerable success bas followed the efforts of
the local authorities and of two regional bodies, representing the
eastern and central Borders respectively, towards attracting small
scale industries. The zmenities cf the area, the ready availability
of factories and houses, the good climate and the pleasant enviromment
have provided effective incentivez to Borderers and to incomers alike
to settle and establish their own enterprises in the region.

One Border town, Kelzo (population 4,900), has two well es:ablished
industrial estates, one with small 'nursery' workshops of 1,000 aquare
feet for ome and two man businesses, and the ot4er catering for firms
employing up to 20 or 30 people. The town's succesa in attrecting
industry is reflected in the following spread of industrisl activity,

*

all introduced within the past five years.
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Iable 2.

Kelvo's saall industries

Andustry type

Blectronics 2 65
Industrial refractories 1 10
Plastics ' 1 20
Crafts 4 8
Pngineering (machining) 3 12
Pood processing 1 3
Knitvear 1 35
Concrete manufacture 1 10
Sports goods 1 *1%

- Dy TAYSIDE

The rurel problems of Tayside (the region which covers the river Tay
from its catchment to the sea) are eased by the nearness of the area to
the main industrial centres of Scotland, by good road and rail
communications and by the economic influence of the city of Dundes.

The population of 453,000{of which 224,000 live in the cities of Dundee
and Perth) is fairly stable, and in the area of 3,500 square miles
(900,000 hectares) the rural part represents 88.5 people per square mile
(0.34 per heotare). Although the region's traditional industry, the
processing of jute, has declined, the newer industries of synthetic
fibres and office machinery have begun to sbsord much of the productive
capacity of the region.

Small scale rural industries in Tayside have tended to be either sube
contracting manufacturers working for major companies, or firms besed

on the natural resources of the area, principally soft fruit, famm produce
and timber. Latterly the influence of North Sea oil has been felt, and
over the next decade there is likely to be a strong grovth in servicing
conpanies for oil rigs and in engineering concerns.




E. THE NORTil-BAST

The North-East is & rural region which has a strong focuc in Aberdeen
city. The two traditional activities of the region are fishing and
sgriculture. Of the population of 448,000 about 210,000 live in or
immediately around Aberdeen and the denaity of the rural population in
the area of 3,640 square miles (940,000 hectares) is 65.3 per square
mile (0.25 per hectare).

Until 1972 the region presented the typical rural problems of
unemployment and outward migration, both to other parts of Britain and
overseas. For the five years from 1966-.971 unemployment ranged between
2.8% to 5%, avout twice the national average for Britain as a whole. )

Off-shore oil diacoveries since 1971 have had & more dramatic effect on
the North-East than on any other part of the country. There has been a
rapid increase in constructional and cervicing activity and Abverdeen
has becomwe the recognised off-shore oil centire not only of Scotland but
for the whole of Western Europe.

This oil-borne boom has not come without its adverse effects on smalle
scale industries. The cost of houses and of small workshops has risen
very rapidly. In and near Aberdeen houses have more than doubled in
price in eighteen months and now approach London values. Wage rates in
oil related activities pose a threat to small firms which may either
lose their skilled labour or face a cost structure which they cannot
afford. Thus altnough oil is bringing boom conditions to the north-east
generally, for some small scale industry the present disadvartages
outweigh the opportunities,

In 1970 the NortheBast of Scotland Development Authority was formed to
bring the region's planning and infrastructural role under a single

organisation., Since 1971 the Authority has been heavily engaged in




reeting the problems of accommodation, faciory space, labour and
vlanuing resulting from the great influx of oil exploration and off-
ghore sorvicing compsnies. This activity, confired largely to the
coastal strip, has had olight impuct so fur on the remoier inland
communities of the region.

Of the rural regions of Scotland, only those with the remotest
communities to-day present stubborn problems of unemployment and
depopulation. Since 1920 the drain of people from the countryside
has been continuous and severe, but the process has slowed down in
the past five years and the tide may be about to turn. The probles
is still most acute in the far north and west of the Highlands, vhere
fev jobs, other than seasonal occupsations in tourism fields, are

available for the widely scattered population. Those areas » and other
smaller districts of remote character in the south west, are unsuited,

by rouson of gecgraphical and population factors, to the grafting on
of large indusirial concerns. The principal hope for their economic

revival lies in the progressive establislament of small scale industries
and crafts, and the following Chapters will exemine some of the features

of such activities and their effects on the coumunities in which they
are located,




1I.  THE ORIGINS OF ENTREPRENEURS

In 1972 there were seme 7,200 swall sanufacturing firms in rural Scotland
of which 158 had come into exiztence Jduriug the preceding two years.

A complete analysis cof the new enlerprises i1s currenlly being undertaken
by the Small Industries Council and sample information from the results of
the curvey on the oriprint and nature ol the entrepreneurs in rural Scotland

is discussed below,
A. THE INCOMEH 45 AN ENTHREPRENEUR

The owner-manager of a small new business enterprise in Scotland iz ss
likely as not %o be an incomer rather than a native of his own area. This
observat{on appears to be more generally true in those industries which
have & technical base than in traditioral craft-based tirmms. Not
surprisingly, technologists who decide to set up their own businesses
have commonly gained their initial experience either in major industrial
companies or in academic life. They will thus come not infrequently from
such areas of Britain as the midiands (generﬁl and motor engineering),

the London areas and south-east Englund (instrumentation, electrical and

light engineering) or north~east England (chemical engineering).

The predominant Scottish claracteristics are those of thrift, applicatien
and caution, commonly realised in the profeasional vocations of banking,
insurance, medicine, education and the law., They are not the qualities
normally associated wi‘h entreprencurship and it is not surprising,
therefore, that the majority of new vusinesses in specialised technical
fields are established by Englishmen, whose nature tends to be more

adventurous and profit motivated.

It is necessary to look closer into the reasons why incomers choose to
establiah their operations awsy from their home location. It should be
remembered first of all trat Scotland iz predominantly a beautiful country,

world famous for its scenery, historical and sporticg associations. A

1 |
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large number of visitors from Bngland associste Scoiland with a holiday
spent in thet couniry and carrv buck Lo their cwn ofien crowded industrinl
environment memories of lons eumter days, uncrowded rouads, mountaing,
locks and clear air. Tulec enotive attraction is not infrequently one of
the reasons why an en‘reprereur choosos Scoiland rather than the rural

areas of England Qr ‘.’fﬂles in Hhic}i Lo 25 *,&b}.iﬁ}h ki D’i;?iﬂﬁss.

There are, of course, strong wccnomic pressures which tend to drive
businessmer from the indu:'rial environment! of southern England to less
expensive sites in remoter urens. The coct of factories in south-east
Bngland is two or three times greater than in rural Scotland and the
availadility of premices, particularly of small workshops suitable for
establishing & new business, ir very limited in parts of the heavily
industrialined south. In parts »f rursel Scotland, on the other hand,
there are inexpennive propertiec such ss disused schools, churches or
villege halls which can be made available, ofien at nominal cost, to
incoming entrepreneurs. This cheap workshop accommodation can £o a long
way towards offsetting the other coats of establishin> 8 new business in

a remote aresn.

The price of houses is also subject to a marked differentiasl between
Scotland and Fngland, with prices from at least twice, to as much as four
times in the London area, being charged for similar accommodation to that
avajlable in most parts of Scoiland. The sale of a house in an area where
there has been strong capital syppreciation of property over the last few
years can sometimes give an entrepreneur sufficient capital to cnable him
to start his business, possibly taking rented accommodation for himself

snd his family instead of tying up his capitil in a new home in Scatland,

where the entrepreneur': technology i: relevunt to the nil-industry there
is a strong pull towards north-east Scotland. Aberdeen has in the lact
three years established itself as tie off-shore oil cupital of Europe and




inoan industry where much o cone oy perscral and Snfurmal contaci the

agvanioges of sating sy b srnarn L o near Lonerdesn are considerable,
Une rhould note, toWeve -, Lialh toe cudden advent oi prosperi®y in Aberdeen
eity has Lrougil sboul. co o —unll oesls, Yhe kind of proslems common for
nany years in south—enct Musland where the prises o) land, industrial and
domes tic proparty have ricen very sapidly. This presoure is %ending to
drive new entreprencurs dceper intc rupnl aress where the housing and

@

workshop costs arc leco,
c. SOCIAL HYASON ROR BSPTASLISHING IN A R''RAL ARBA

Hot infrequently, when looking for reaouns for an entrepreneur setting up
in rural Scotland, one must "chercheg ix femme™. Englishmen and others who
marry 3cois wives do much more than strike & lile bargain with a girl of
charm, beuuty and intelligence., The Scottisl ethos runs deeply throughout
all levels of sociely &nd 'even if m man's career may take him to remote
parts ¢f the world in searcl of & living, the ties which Lis wife brings
from Scotland will remain so sirong vhet at some time or another the husband
will be drawn back to “he country o' hic wife's »irth and will himself

become a Scot by udopiian,

Although Scottish people have been ragmlar emigrante from their country for
over 200 years, enriching tne societiss inioc vhich they have hecome
absorbed, the reverse tiow into the count::y of' people who have seen the
world and wish to retur., is of juile significant proportions. The
Highlands and Islands Development BRoard has established a1 Counterdrift

Register containing tiie names of ckilled peaple wio would be willirg to

return to the north and woa! of Scotland if suiteble job opportunities
became available. The list comprises cver 5,000 nemes (3,000 of them of
managerial or professionsl statws) \3 and scimilar registers of skills of
people from the Scottise torderu, s region ssi%;h strong local ioyalties, and
111

. ; 3 s . P . :
the smpall icland of Arran {population % 300“ have confirmed that there
’ /

is 2 suppressed demand {rom Scottivn criles who will we glad to return to

their country when job opportunities present ihemseives.
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D. SOME SPECIFIC CADES

A sample exanination of some of the rursl firms which have established
themselves in recen?; jrears gives an indica.ion of the motives which have
played a part in establishing the incomers in the area, Along the coast
of the Moray Firth, in north-east Scotland, are a number of small towns,
mostly long established communities with ancient histories ana a
traditional link with the sea. They range from Blgin, a cathedrsl city
of 12,000 inhabitants and the cenire for the rural region ot the north-
east, o Buckie, a buzsy bost-building and fishing port, and a number of
snaller seaports and picturesque villages. Along this atretch of coast
the preponderance of incomers in rural businesses is well defined. The
range of industries and the motivation of the entrepreneurs is given in
Tuble 3.




Year of Employeezs Origin of Remarcns for choice
Engineering 1972 12 Central {a) Rvailability
Scotland of premises.
{b) Proximity to
0il induntry.
Soft toys 1972 3 Bngland and (a) Scottish wife.
Rhodesia (t) Environment.
Shell fish 1960 70 Manchester, (a) Proximity to
England supply of fisn.
(v) Scottish wife.
Skirt making 1968 13 London (a) Environment,
(v) Bcottish wife.
Ships propellors 1960 12 Norway (a)¥Wartime intro-
duction to ares.
(b) Scottish wife.
. (c) Proximity to
market.
Industrial 1970 3 South of Envircnment,
engraving Englund
Precision 1955 6 Poland (a) Wartime intro-
engineering duction to area.

{b) Scottish wife.
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Althoughr the incoming entrepreneur:s are responsible for # wide range of
small-acale industrial activiiy, a mush greater number of businesses (out
E of the total of 20° in the counties of Movay and Banlf altosetuer) have
been established by local people in activities *raditionual %o the area,
Theee inolude: \°

¥lackamitne 11
Bomtouilders 9
Builcers 1%

hgriculiural Engineers i1
Joiners .9
Saweills

Stonumanona

It 48 significant, however, thai such traditional industries ac these are
static or declining in economic and employment terms. New industries, on
the other hand, perticularly thosne with an element of modern technology show
such more promicing srowth. This phenomenor is illustrated in Table 4.

§ Treditional  Blacksmiths - 2.2%
Boatbuilders ~ + 2,7%
Puilders - 0.4%

Agricultural engineers + 1.5

Joiners , - 2.9%

Sewnills . 4 1.5%

Stonemasonn - 4.1%

New ~ Pood procesaing + 90.0%
Electronics + 54.5%

Plastics + 52.6%
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117, TACENTIVES - DO THEY WORK?
A, PINANCIAL INCEKNIIVES

It 15 widely accepied thut financial incentives can succeed in attracting
industry to a particular locelisn. Tn countries where there are problems
of unemployment or of rural depopulation it ie common to fiad systems of
grania, loans on favourable l‘emry, rent rebates or other financial
attrections aimed at es‘anlishing industries, and consequently employment,
in tne difficult areac. Jucceussive govermmente in Great Britain have
pursued these policies, by offering grantas, loans or per capiia payments
to firms which are prepared to 2tart up in, or move to specified development
areas. In recent years the Seieclive Employment Tax, which offered a cash
rebate to employers in certain manufacturing indusiries in development areas,
the Regional Employment Premium which provided & direct payroll subsidy of
£1.50 per mar per week to industries in the came areas, and grants on capital
expenditure &and for the acquisition or improvemeni ot premices, have all
attempted, by financial means, to draw industry {rom the overcrowded and
proaperous parts of the couniry t¢ trese regions which have been called
variously "depressed," "develoment™, "special", "assisted" or "intermediate".
Such areas comprise those parts of Britalrn which industry hes passed by and
which are, by reusun o1l remotenc.c or decayed enviromment, relatively

»

unatiractive ¥ industrialicts,

Incentives in one area may be natched by disircentives in snother. Sitriect
control of industrial land in prouperous parts of the country, such as the
aouth~east and midlande of England, may nake expancion there so difficult
that an entrepreneur huc no option but to seek room to grow elsewhere.
Urban redevelopments or road-bnilding rrojects may bulldoze his factory out
of existence and the cnly alternative sites offered by way of compensation

may be on &r industrial estate far from his orizinal place of work.

Rurel depopuletion presenis a special aspect of his problem. HNot only is
there little or mc industry ir the areas concerned, but tne pecple of working
age drift away as the jou opporiunities, traditionally based on agriculture,

evaporate.
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In three predominantly rurol arcas of Saotlarnd, the Borders, South-West
and Highlands and Islande the net migration from 19%1 %o 1971 can be

geen in Table 5.

Table 5.
Migratio op_remoter recions ot Scotbland
douth Highlands (7)
Borders West % Islands

1951 Population {thousands) » 112.7  154.3 25,8
Apnual migration rate per 1,000 (1951-61) - T8 = 1.3 - 6.1

1961 Population (thousands) 105.0 152.1 275.5
Annusl migration rate per 1,000 (1961-71) - 4,2 - 6.4 - 0.4

1971 Population (thousands) 101.7 150.2 282.9

It is doubiful how great an effeci financial incentives have in attracting
small scale industries to rural areas. When the payroll of a company is
only & handful of people a seiective tex or employment prémium will do
little more than improve marginally & possibly precarious financial
situation. The availability of u rent-reduced or rent free factory may be
conditional on an expectation of cuployment far greater than the small firm

is likely to provide.

It has beun shown in Scotland, &nd in other deveicprent arees of Great
Britain, that major financial incentive schemes often attract those very
industries which provide relatively few jobs in relation to their capital
employed. Bguigment and building grants, currently 20 to 22% (3) and at

one time amounting to 40 to 45% of the cost incurred have inevitably attracted
to Scotland large capital intencive industries - chemical processing plants,
pulp and paper mills, aluminium smelters and oil refineries. 1t is not
uncommon for ihe capitsl cost per job in such industiries to exceed £20,000,
s0 that the British taxpayer ha:s been puying dearly toesitract some
employment to the arees concerned. The principal beneficiaries, one must
assume, heve been the corpurations themselves, not infrequently international
concerns of major importance, whose capital burdens have been greatly
lightened, even if their opereting costs in & remote area may be higher than

elsewhere,




The precent (1973) firencial inceniives available in Scotland,as'has been
seen, provide for 20% grantc towards the cosi of new equipmenﬁ or nuildings.
In a few arear of high unemployment the rate of rrant is 22%, \8 but the
differential is so marginal as to offer little more than a political sop
towards the problem. Rural an! remote arens, as cuch, receive no more or
less than the rest of llie country and it is necesgary, therefore, to

provide incentives of & different churacter in order to attract small-

scale industry there. A apecial exception in financial incentives is to

be found in the Highlands and Islands where the Board responsible for that
part of the country hus powers to make zpecial grants, covering {for ezanple)
removal expenses, towards the cost of establishing a new industry in the
area. (3) There is little evidence, however, to show that these increased
financial benefits have significantly improved the establishment of small-

scale enterprises iu the Highlands.

One remarkable source of financial aid to remotely based small enterprises
is the Highland Fund Ltd., a private source of revolving capital, the
conditions tailored to suit the requirements of each case. In 18 years
‘the Fund has put over £600,000 into industrial and agricultural projectis,
with 8 social purposc evident in much of its lending. (6) The Highland
Fund provides an example of “ow small rural enterprises may be helped in
a practical way without the creation of government m&chinery or a bureau=-

cratic organisation.
B, INCENTIVES IN KIND

If national schemes of financial incentives are of litile relevance in
attracting small scale industries to rural aress, what other forms of

assigtance ave likely to be more effective?

First, there is lifttle doubt that the social and environmental amenities
of a rural area may of themveclves tet as & magnet to certain entrepreneurs.

We have already neen(Chapter I1) in a selected sample of small industries

in north~east Scotland that their motives for establiching themselves
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there h&d a ctromy eletent of persnnol preference, rather 4han economic
& I ’

pressure. If a rural aree 1. g pleasant place o live in, some small
the perconal <ecision of the owner to

enterprises can e atiractal

make nis nhome there.

There must, secondly, te 4 ~ertais basic minimup ol infrastructure within
an area Lo aupport 817 hut lhe wery smallest tndusiries. It igs necessury,
for example, thut workzhop rremisas be readily available. Some communities
in south-weat Scotland and the Highlinnds fear {and misunderstand) the
concept of industry, however omall, us ULeine a potentinl danger to the
quality of local life. They protect their misconceptions by ensucing that
no land is made available fer incomers and that objections ure lodged
against any proposed industrial activities. Conversely, those towns, such
a3 Kelso in the Borders or Banff in +he Northeeaust, which have uet out to
attract small-scale employment, have heen conspicuously successful and have
strengthened the 1life of their communities thereby. The provision of amall
advance factories, of "nursery" workshops and of some surplus of available
housing, ellied with genarous financial terms for accommodation during an
initial establishment period can influence an entrepreneur in his decision

whether or not to settle in a perticular location.

An official organioation, the Scotiish Inaustrial Estates Corporstion,
maintains a forward programme of advenced factory conatruction in
development areas, to meei Lhe projecied needs for industrial accommodation.
Most of this programme, however, 1t for the benefit of large industry in
urban areas of high unemployment, In 1971, sor example, of 19 advance

-~

factories in the Corporation's progrsmme only 6 were in omall communities,

k4
none of which could be categorised as remote, (13)

It is left largely to
local authorities, therefore, and to the London-baced Development Commission

to provide workshops for small-scale industries in rural areas.

Thirdly, the nature of the factory accommodetion offered may be significant.
A businessman intending to move to 4 new community will be only moderately
attracted by & vacant site for his factory. Far more likely to succeed as

& bait is an available building, fully serviced and veady for occupation,




In some romoter naris ol Zeciliie existing Luildings muay be made ouitable

for light industrial o crai! uoe.  Jicuseu ocrools ruve been successfully
converted for such diverse aperitions ab gem—cutiing, printing, adhesive
manutacture and the assemoly of mell Lovercratfi, Hedundant cnurches, too,
have begun & secund life ue worgshope 1or inctrugment naking or for glass
reinforced plastic moulding. The udvantages of wiing old premises include
their ready availability, their exigting incorporation into & community
and the very low pricer charged for tneir ure, sometimes less than o
quarter that of equivalent nev accomuodation, Apainst thic is the obvious
disadvantape that aecondhand workshops are celdom ideally suvited to a
particular manufacturing or servicr cperatlicn ani that come inefficiency

of operation ic almosl inevitable,
C. ADVIROKY GERVICES

It hao veen shown (Chapter II) that many entrepreneurs bLring to their
bueiness activity a craft or production gkill, not necessarily matched
by an equal marketing avility, nmanagement expertise or financial
competence. 1n order to rectify thic shortcoming, which is common
throughout cmelleica ce indusiey, te provisioa of subnidiced advisory
aervices, aveilklle cniy in ripal areas, can assist 1no the establishment
of nev indusirisl enterprisce cr ir the development of sxisting ones in
such arens, The Bolten report on Umall Fims referred Lo the services
provided Ly the Council tor 3mall industriec in Rural Areas (CoSIRA) and
by iis counterpuri, the Smull Indusiries Council for Hurul Aress of
Scotland {SICRAS) au covering, "usually free of charre, in-fim advice
on 4 very wide range of %;eci:n?ical mitters und munagement skills such as
accounting, marketing and work cludy e.es  The quality of the services
is very high. Their provisiun iy however dictated largely by social
rather thin economic conoiderations and we do notl believe t!mtgit would
be practicable or jusiifliatle to do the smme for indusiry ac a whole.”(l)
A SICRAS investlipmtion of 192 new cosll Fimms establisaing themselves in
Scotland during 1970-77 showcd that greater growth (to 6.4 smployees per

firm) was demonsirated v the 4° fimms which nceepled advisory und credit

iielp than by the 76 firms {growing to only 4.7 employees per fim) which




(
made their own headway without externsl help. (2)

The provision of assistance tailored specially to smull firms' needs can
influence a firm in its choice of locstion. An entrepreneur dealing

with an 3individual in a emall firms' association or advisory organisation,
can obtain personal guidance, based on experience, to match his need with
sultable premises, labour, housing, advice and (where necassary) special
finance. For this type of personal counselling to succeed, it is necessary
for the advisory organisation itself to be small. Major bureaucratic
departments like the Scottish Industrial Development Board, the Department
of Trgde and Industry, or even the Hi%hlands and Islands Development Board
(the staff of which numbers over 200) 3)

quickly enough to match the entrepreneur's requireinents. It i significant
thnt, arising from the recommendations of the Bolton Report,’\l) the British
Government is establishing information offices in the major cities, staffed

can seldom "think small" or act

by only 3 or 4 people each, to offer introductory services of information

and assistance to small businesses generally,
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Small engineering fimes rarely nove tior resovirces to zarket 2 complete
product. Out of 550 rural timms on tne Spall Industiries Council's lists
only about 10% are nnnufaciuring linas which are cold %o an end user. (2)
The reasone for this aroc solf evideni: by the very nature of the businecses,
by the under-capitalisation commerrn to 4this sector cof industry, by the
slender resources of manpower and with the lack of facilities for research,
decign or marxeting, cmull engineering fims can normally offer only their

mapufacturing skills as a contribution to the inducstry as a whole.

It ia as sub-contraciors, that iz the producers of machined components,
castings, small-scale fabrications ard pressingu, and as & servicing
adjunct to major indusiry, ithat the ma,jori:ty of small engineering businesses
in rural Scotland survive. Working to the specifitations and designs of
othera, often with materisals suppiled by their éustomers. someiimes with
machine tools on loan and with progress payments to help with the financing
of contracts, small “imic can concentrate all their resources on production.
By their flexibility of overation and low overheads they can often produce
components at a lower cost end to faster delivery ihan their larger

ruastomers could achieve in cheir own factories.

By its very nature subecontracting can be u volatile way of carning a
living. When irductiry ag a wiole is busy and major plants are at full
stretch there are uuple opportunities for small entrepreneurs to capture
a zhare cf the market in +he manufacture ¢f components or sub assemblies,
In times of industrisl siump, however, surplus work may be absorbed into
the factories of larpe industry, even althoush this may be an uneconomic
policy with the result that tie sub~contractors' flow of orders can be

abruptly shut off.

There are neverthelecs three major industries in Scotland which rely heavily
on sub=contractors and whether times 1n those industries are good or bad

there iz always some work availavle from them for emall Tirms. The

threc industries, motor manufacture, aircralt production and electironics
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are typical of the morc¢ mouern engineering activities which are based on
the central asjembly of rartc produced by lurge mumbtors of sub-contracting
firms. Not &ll of the three provide opportunitics of equal benefit to

small rural fims, however, ns will be shown below.
e  THE MOTOR IWJDUSTRY

By 1971 Scotland's motor venicle industry employed 22,000 peoi;le in the

(9 Car

production of passenger cars, tractors and heavy vehicles.
production hes brought back to the country, in the names of Hillman and
Chryoler, a tradition which vas started early in the twentieth century

by such car makers as Argyll, Galloway and Arrol Johnston, marques which

have long since hoco;e defunct,

Car production involves very larze quantities of sub-contracted parts,
The price structure in this industry is so keen that only the best
equipped sub—contractors can hope to compete, a factor which has tended
to rule out small rurel firms on the grounds both of transport costs and
of inadequate equipment. Most of the high volume business in steel
pressings, plastic mouldings, seats, glass, fabrics, etc. therefore,

has tended to remain in the immediate vicinity of the car assembly plants,
predominently centrsd on the English Midlands.

An analysis by the Scottish Council{ Development & Industry ) showed that
in 1966 the non-indigenous fimms in Scotland in the automotive machinery
and accessories field had shown & smaller than average growth iu employment
and tum-over since 1964, (5) Although the passenger car industry in
Scotland has increased in size during the last five years the total
employment is still of ihe order of 12,000, compared with more than ten
times that amount in England,

A more suitable fiold for rural sub-contractors lies in the medium-gcale
Production of precision marts for engines and for heavy and specialised
vehicles. The latter may range from large buses or lorries to earth-
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moving equipzent sad fouk 1IUt Lruced. Ia .iis industiry profit margins
are higher, lhe producticn i made ap of smaller quantities of greater
valie than in the pescenper car industry, and well equipped rural firmms
can compete cuccessfully in the supply of coumponents, particularly if the
precision is of a high order :nd the added value can comypensate for

remoteness from the cuctomer,

In the motor industry in general, nowever, rural sub-coniracting is
unlikely to succeed except in special, non cowpetitive cases such as low
volume glaas reinforcei plastic bodies. A measure of the penetration of
the industry by small rural firms is given by the total of only £105,000
worth of business introduced through the Small Tndustries Council in the
two-year period 1971-72. (2)
The small engineering firm may, on cccasion, reverse its itraditional role
of being sub-contractor to the motor industry. By using mass produced
assemblies puch as engines, gesr bcyes, steering mechanisme and brakes,
a small rural coupany can produce ::pecialised vehicles which have a
limited application in a secticn of the market toc narrow to attract the
ailtention of major muanufactirers, Bxamples of this reversed role can be
found among Scottish fimms which are currently producing of f=the-road
vehicles for hill farms or forests. These special purpose vehicles have
hand-built chasais which are mads in £mall quaatities by the rural firms,

into which are ouilt standard sssemblies available tiroughout the industry.

Vehicle assembly of this nmature har o petural attraction for developing
countries with large arcas without roads. Another sector of the vehicle
industry in which the small rural firm can compete ic in the adaption of
industrisl trucks to special purposes. Two current examples of this in

Scotland are provided by rural fimms which make fork 1ift truck attachments

for handling whisky barrels and trucicor mounted winches for extiracting

trees from forests during felling operations.
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. THE AIRCRAPT INOUSKY

The aircraft indusiry in Scotiand has had a patchy nmictory, 1te moast
consistent sucresses nre centred on inree sotivitiae, the manufucture of
airframe acsemblies for the major Americun and Buropean companies, the
overhaul and modification of civil airliners snd military sircraft of all
types, and the line production of aircraft desigrs which have survived
the bankruptcies on cliosures of ctner companies. A recent speciality nas
been the production in Scotland o rugged airc: +ft for rural feeder
services operating from elementary airstrips. In 1971 the total

(9) . .
; The existence of this

employment in the industry was 13%,000.
somewhat volatile industry provides some opportunities for small-scale
engineering firms, provided that ihrey ceau meet the nigh siandards of
inspection and certification required in aircraft work. The volume of
business is not large, but the price structure, particularly in precision

machining and tool making, can enable satisfactory profits to be earned.

In the 1970-72 period some £30,000 worth of business was introduced from
the main Scottish sirfreme companies to small rural firmms for sub-

contracting., (2)

More stable, although not without its own financial crises, has been
Scotland's chare of the British sorc-engline industry. Here the
contribution that is pocsitvle from emall-scale rursl fime is confined
largely to such periphoral actlivities such as tool-making, printing,
packaging and the panufrcture of timber pallets for the transport of

major components end ansemblies,
Ce THE ELECTRONICS INDUSTRY

The most valus.le single activity for Scotland'c rurul sub-contractors
is the electronics industry, ircluded in which iu the production of
business machines. This indus‘ry, which has a high proportion of
American ownership, relies on an amy of sub-contractors to supply its
meotal cases, printed circuits, pressines, canle harrcsses, plastic




mouldings and cus-tsiwiilies.

The total employment in the electronic industry in Dcotland exceeds

40,000, of whom 30,000 work in computers, Lelecommunication and component

manufacture and 10,000 in businecc zachinery. 9) The number of amall
Scottisn rural firms capable of serving this indusiry is approximately
100 with a total employment of jusi over 2,000, (2) The contribution

from small rursl firms is tius a modeat 5% of the total employment but
may represent an snnual value of £2.5 nillion to the industry. A further
10,000 people, however, iz estimaled to be employed by urban sub-
contractors to the industry, or by fims domiciled in England or overseas.

A survey of 21 indusirial caterories carried out by the Scottish Council
{Development & Industry) has chown ihat there is an annual demand for
manufactured comporentc of atoui £100,000,000. Purchases wade within
Scotland amount to only 45% of total requirements, and in the motor
industry the purchases in Scotlusnd cover only 20% of the total. The
reacons for thi: loss of busines: have been analysed as followsie

25 price advantage
o gqualitly
8L delivery

55% lask cof capacity (5)

The lack of capacity is perticularly cignificant in small firms.

In 1963 the capital expenditure per person in firms of under 24 uployeﬂ
was £69 whereas thut in firms of over 700 employees was £140. Another
jndicator of the mesgre capital employed in amall manufacturing fims is
given by the figure of horse power per employed person, 1.02 in firms
under 24 employees againat 2.86 in companies with over 200 eaployees. (1)
Much remains to be done, therefore, in encouraging small-scale rural
sub-contractors to equip wiil up-to-dute machine tools, but the size of
the components market is cuch ae to offer pood, long-term opportunities
to those small fimms which are prepared to face up to the financinl and

management implications of tris sector of manufacturing industry.
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V. THE SPLCIAL ROLE CF BANDCRAMYS IN A RURAL CONTEXT

The handcraft indusiry in Scotlend is a small one, reprecsenting the
production of about 1,000 full time irdiviaunl craftsmen and a handful of
craft based busiresses. The annusl reail zsles value of the industry
amounts to £4 millicn, compared with uwore than £60million for small-scale
rural industries generally. (2) The craftsmen are responsible for a wide
range of consumer producte - pottery, engraved glass, handware, textiles,
silver jewellery, handmade furniture and decorative metalwork. The two
common factors linking this highly dispersed industrial mctivity are the

individuality of the designs and the independence of the entrepreneurs.

WVhy is such a minor industry of special significance to rurel Scotland?
There are two aspects of crafts activity which may provide an answer to
this question, the compntability of craftsmanship with a remote rural
location and the social multiplication element which & craft operution
can bring to a community,

A, THE REMOTENESS FiCTOR

By their very nature, craftemen are individualists. Their training, ‘
usually in schools or collegec of art, encourages the developmemt of their
personal talents of design and flair, qualities which are essentially those
of sole entrepreneurs rather than of members of & temm. Of the creft
activities listed in Annex II, two categories, jewellers and potters,
eaploy 2.2 and 1.5 respectively per businesa; in other words they are
virtuelly all one or two-man concerns. BEven ithe “niscellsnecus crafts”
category accounts for busineeses employing only 3.4 people, and one has to
look to leather or textile fimms to discover evidence of significent
employment. Nevertheless, the very swallness of craft businesses msakes
them suitable for location in the remotesi areas of the country. There
are, for example, craftsmen of nationsl reputation working in islaad
communities - jewellers and silversmiths in the northern isles of Oriney
and Shetland, hand weavers in the Hebridez to the wect. (2) Elsewhere,
in remote villages and hamletz of the mainland, are to be found potters,
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horncarvers, lapidarists and others who depend for their markets not on
local trade or oa sumaer iourist: but on retail craft shops and major

outlets in the cities of lowland Scotland and further afield in England.

Provided that ihe design and quality of craft goods are of a sufficiently
high standard, thercfore, it is no disadventage for craftasmen to be working
in remote rural sresc. Of%en, indeed, they may have chosen an isolated
loéation as a way of 1ife to complement their aristic temperament. In
gome cases their enviroument nas inspired their craft - a weaver reflecting
the colours of spring and sutumn in the Borders in his fashion fabrics,

a glass engraver expressing the wild nature of a storm-swept rocky northern
coast in his designs.

Although the majority of craft businesses remain omall, there is an element
of growth in the industry which may show itself in remote locations as vell
a8 in the easier economic climate of larger towns and cities. Glass
panufacture in the far north has grown into a significant industry, with
exports throughout Burope and America, and with offshoot companies which
have split away, amoeba-like, and established themselves in other rural
areas in the Highlands., Here and there, too, a craft pottery has grown
into a significant small inoustry employing <20 people or so in an area
which has little else to offer in the way of permanent jobs.

B. SOCIAL AND TOURIST CONSIDERATIONS

In proportion to its size, the craft industry in Scotland exercismes a
noticeable influence on the social life of small communities, It has

been suggested above that craftsmen, by their temperament, may choose to
live in quiet rural surroundings rather than endure the pressures of city
1ife. Those came artistic characteristics, however, may also provide a
leaven in an otherwise undistinguished local society. The craftsman's
activity, for reasons of curiosity if nothing else, will attract comment
and enquiry among local people. Social gatherings in the village hall will
acquire a flavour which may owe its origin to the craftsman - discussion
groups may be formed, amateur dramatics or musical evenings organised and




a vhole range of artintic evenis grow out of the influence of a gingle

craftsman and his family,

"Small business", said the Bolion Commiitiee of Enquiry, "provides a
valuable source of prectical men to serve in local government, on the
bench and in local, charitsble and wocial orpanisations. These men are
experienced in activity on the local scale and have deep roots in the
local community, having in many instances effectively replaced the squire
as the local venefuactor and loader." (1)

.
E
.

Much of tlir coument applies
equally to the craftsmen whose work is in a remote rural area,

b e

For tourists, craft activity can be a useful focvs %o divert their attention
to a commvnity or an arez, The majority of rural craftsmen have & showrooa
beside their workshop and can offer the visitor a chance not only to buy
direct from the maker some souvenirs of hiz iravels but also to see how

the craf’ ic practised. The Highlands and Islands Development Board have
gone further by encouragiag craftsmen to occupy purpose made boarding house
vorkahops where tourists can be accommodated, either aimply as a supplement

2

=

to the craftsman's income or to attond a courte of inatriction in the craft

workshop. (3)

For sn industry worth £160 million annually, much of it
earned in overseas currency, the value of handcrafts io tourism, whether

8s souvenirs or as & social catalyst to an area, is far from negligible.

Bocause of iis significance and potential on the one hard, and its economic
freilty on the other, handcrafts in Scotland have attracted special
incentives and help from government sources. Subsidised appronticeships,
grants for newly established craftsmen and for the development of existing
businesses, short management training courses, an annuel Craft Trade Fair
and a widely circulated magazine "Craftwork" are among the benefits

e e S s o
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available through the Swall Industries Council to craftsmen in Scotland.
As the Bolton Report stated: "We consider that support for the crafts is
justifiable on social and cultural grounds. Respect and care for these
values is in our view obligatory for any rich and civilized nation. Since
a lively crafts sector may also produce suhctantial economic WVenefits,
complementing the contritution of the arts to the promotion of tourisa,
we think that effective, if modest, financial support is well worth

consideration." (1)
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VI. THE RESULTS SO FAR

There are signs that the long depopulation of Scotland'c rural areas is
slowing down. In two regions, Tayside and the North East, a rising trend
of population is discernible, and in the Highlands the population of the
major county, Inverness-shire, is now back to the level of 19C1 - 90,000
people. The beginnings of this rural revival owe & lot o external factors.
The increasing national pruaperity throughout Great Britain has intensified
the pressure on urban areas a&nd csuced some migration from London and the
gsouth-east to the less crowded parts of the country, including Scotland.
Government subaidies nave ntiracted some large industries into rursl areas
and have croated new pockets of employment there. 0il and gas discoveries
in the North Sea are setting the foundations of a new industry which will
provide in the next decade, according to various estimates, from 7,000 to
30,000 jobs., With such powerful outside influences at work it is
difficult to assess the contribution of small scale industry to the general

grmlth.

In the period 1970-72, however, the economic climate irn Scotland was much
less favourable than it is to-day. Unemployment was above the national
average for the United Kingdom and several large firms in the shipbuilding,
construction and aerospace industries had cut back their operations or gone
out of business altogether. The total numbers of reople in full time
employment Lall by 4% and in the west of Scotland more than &% of the
working population was out of & job. Nevertheless, during the same period.
small-gcale rurel industries continued to grow and develop, providing a
Axouth in employment in the small sector of ¢%. A survey conducted by
the Small Industries Council ‘2) snowed that there was a resilience and a
capacity to adapt to change among smsll companies which enabled them to
perfors sore favourably than industry as a whole, particularly where the
firms were operating in specialised or technically bhased markets.




In the present, more prusperour times it ic probsile thut the contribution
of small scale concerns towards revitalizing rural areas will be less
discernible. ¥hat is likely ic tost the firme' problems will have shifted
from finding markets for their productis or services to seeking sufficient
recources of money, manpover and materials to be sble to execute business
which is now more readiiy obtainabdle.

It is significani that in the towno of the Borders, a rural area well
supported by swall firms in n wide range of industrial and craft activity,
unemployment has dropped to below 1.5%, reflecting a condition of virtual
balance between supply and demand. What remains, in the Borders as
elsewhere, iz the gap of depopulation, the legacy of 50 years of economic
decline, a situation which can only be improved slowly by immigration from
other areas following a steady process of job creation in gaall-scale
industries.

Is it all vorth while? The last word should come from Bolton! "Perhape
the effort of the rmall tusinessman is too much taken for granted. It is
certainly plain to moet dwellers in amorphous commuter suburbs that theee
areas lack many of the features which make life pleasant in villages and
towns with strong community ties., It is prodably true to say that much of
community life a3 we know it to-day ic the result of the effortis of

. generations of small businessmen, and it is fundasentally ingort&nt that

they should continue to ve & major facior in local life". (
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ANNEX II

Analysic of emall rural firms by nwaber, type,
{ ai 35 5]

Bupber of Llms iumbers eaplored Annual
1370 1972 Sales .
per per '
1970 1972 Total fim Ietel fim ££0005)
Agricultural equipment 12 1l 157 15.6 195 17.7  70-80
Blacksaiths 188 18l 509 2.7 458 2.8 2.5=5
Boatbuilders 28 27 T8 27.8 799 29.6 50-60
Builders 1t 69 3,846 21.7 3, 832 22.6 30-40
Clothing/textiles/weaving 93 88 2,791 0.0 2,779 31.4 25-30
Coachbuilders 17 15 145 8.5 138 9.2 15-20
Blectronica/scientific 33 31 417 12.6 617 21.8 2530
Brgineers - agricultural 151 144 1,273 8.4 1,292 9.0 20-25
" electrical 2¢ 26 179 6.2 238 9.2 15-20
" parine 21 21 163 4.0 174 8.3 25-30
" precision 44 42 737 16,7 76 17.5 30-40
" gtructural 37 %5 %76 10.4 469 15.4 30-40
" general 121 115 1,653 13.7 1,644 14.3 20-25
Food processing 62 Y7 500 8.1 950 16.7 25-30
rYoundries 16 15 715 19.7 366 24.4 4050
Furniture 44 42 117 2.7 192 4.6  5-10
Garages 30 29 231 11.Q 324 11.1  35-40
Joiners 595 566 3,458 5.8 5,336 59 16-15
Jewellers 23 2% 54 1.5 50 2.2 £ 2.5
Knitvear manufacturers 70 67 1,607 22.9 1,762 26.3 25-30
Leather processcrs 12 11 %7 3.1 2 3.8 2.55
Pleatics 23 22 226 9.8 345 15.7 25-30
Pottery 35 34 Al 1.2 50 1.4 €25
Concrete blocks/bricks 43 31 1,075 32,7 970 31.%  €0-70
Printing 40 38 265 6.6 324 8.5 10-15
Saddler: 14 13 23 l.6 23 1.8 510
Sawmilliug/timbervworking 54 51 933 17.% 947 18.5 40-50
Sheet metal workers 17 15 218 16.4 288 19,2 25-%0
Sports goods 17 15 124 7.3 195 13.0 20-2%
Stonemaaons 9 9 48 53 4 5.1 10-15
Woodturners 19 18 74 1.8 | 34 1.9 2.5=5
Yiscellaneous =~
Ingustrial 142 1% 1,587 11.2 1,648 12.1 25-30
Conaumer goods 58 56 438 7.6 592 10.6  15-2C
Craf twork ol 57 47 2.4 194 %.4 2.5-5

2,325 2,212 24,654 10.6 26,149 11.8
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