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In returning to this theme (small and 
medium-sized enterprises), which had alrea­
dy been taken up in a monographic issue of 
Vocational Training, * we find that the 
issues at stake are still basically the same. 
We are still in a period of crisis, although 
the tendency is now towards a revival which 
the J!Conomists are cautiously calling a 
'mini-upturn'. The growth of unemploy­
ment may have decelerated by comparison 
with 1981 but it is still spreading like a pool 
of oil from a leak, with the jobless number­
ing more than 12 million within the Com­
munity today. The scenario has also 
changed in two other respects: 

• new technology is now invading even 
those production sectors that have tradi­
tionally been resistant to innovation, and 
the small and very small firms too have been 
caught up in the tide of innovation. 

• there is a growing awareness on the part 
of the general public and public sector 
institutions of the propelling force being 
exerted by SMEs in the economy today. 

With the ending of industrial expansion, a 
period when the basic tenets were the con­
centration of production and the rise of 
large companies, we are forced to admit 
that the main reason why the production 
fabric in Europe is still tightknit is the 
vitality of small firms. A key to understand­
ing this factor is probably the thought 
expressed by Nicola Cacace, who links the 
overall development of small and me­
dium-sized undertakings to the time in the 
1970s when the process of the growth of 
production to mammoth proportions lev­
elled off. It is also likely that small firms 
took advantage of being better placed to 
integrate at their local level than the large 
company. This has had certain conse­
quences, more amply described in the spe­
cialist literature: 

• SMEs have been more successful in 
defusing industrial strife, especially as the 
chosen battlefield for such conflict tends to 
be the large company; 

• SMEs have successfully decentralized 
segments of production and, in extreme 
cases, have made use of the 'submerged' 
economy. 

* Vocational Training, No 7, 1982. 

All this may explain the growth ofthe SME 
sector in terms of the number of jobs it 
provides and productivity (net output per 
employee), which is now no lower than in 
large concerns. 

The process has taken place almost without 
the training systems being aware of it;- if 
such systems have looked to the world of 
production at all, they have been more 
concerned with the large company. 

Today SMEs are seen not only as vital and 
flexible production centres but also as an 
integral part of an overall system with a 
close network of supra- and inter-company 
structures - which undoubtedly include 
structures that meet vocational training 
needs. 

Despite this, the supply of training is out­
stripped by demand, especially as that 
demand is often latent, ill defined or too 
closely linked with the management policy 
of individual firms. 

This is particularly true of at least two 
critical stages in the life of a small firm: the 
first starts immediately after its birth, the 
second occurs during the introduction of 
technological change in its production. We 
know that the mortality rate of SMEs is 
particularly high in the first five years of 
their existence; one of the significant con­
tributory factors is the absence or inadequa­
cy of vocational training. 

There is also no doubt that, at the time of 
innovation in processes or products, the 
small or medium-sized firm is primarily 
concerned with financing the effort of con­
quering new markets, often a risky and 
arduous task; the vocational training of its 
production workers, technicians and the 
managers themselves is seldom seen as an 
investment. 

Small firms commonly make few demands 
on and little use of supra-company services 
offering information, advice and vocation­
al training. The experience, both positive 
and negative, of other firms or supra-com­
pany organizations is often ignored, one 
reason being that it is characteristic of the 
small firm jealously to guard its privacy. 

Even though we believe that the large 
company will continue to be the prime 
mover in innovation, it is important to give 

the smaller firm the support it needs for the 
development of its innovatory potential. To 
do this we must combine at least three types 
of measure, each of equal iJTlportance: 

• research, to give SMEs access to 
research structures providing reliable infor­
mation as a basis for the launching of plans 
for technological change, prototype design 
and product innovation, the organization 
of management and work, the analysis of 
training needs and the devising of training 
strategies to meet those needs; 

• the preferential financing of innova­
tion;* 

• the training of managers and person­
nel. 

What kind of training? How? It is hard to 
give a reply. It is hard to reply without 
resorting to the generic adjectives scattered 
over everything today, like salt and pepper: 
polyvalent, continuing, alternance, modu­
lar, etc. One thing is certain: training must 
be viewed more and more as a continuous 
and on-going investment in the occupation­
al advancement of the workforce and in 
higher productivity. It is equally certain that 
if training is tailor-made strictly for one 
firm it will not really be of value to the 
community (which the firm tends to 
ignore); workers will find it harder to move 
from one job to another and the spectrum 
of their theoretical and practical knowledge 
will be restricted. On this subject, we feel 
that the description in this issue** of 
supra-company training experience in the 
Federal Republic of Germany is of special 
interest. 

As far as the locations of training and 
training structures are concerned, it is gen­
erally felt that there is no need to set up new 
structures in addition to those already in 
existence; on the other hand, there should 
be both national and Community pressure 
for greater coordination and cooperation 
between those structures. 

This is the message of this issue of our 
Bulletin, which aims to open, not wind up, 
the debate. 

* See the article entitled 'Towards Community financ­
ing of I novation ... ', in this issue. 
** See article by Professor M. Rick. 
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Small business and 
redevelopment, 
restructuring and 
the move to 
service industries 
Nicola Cacace 

SMEs in the European context 

Definitions of the relative size of SMEs vary 
considerably from country to country; even 
within a given country, they may differ 
depending on whether the SMEs are manu­
facturing or service companies. There is 
general agreement as to the qualitative 
features of SMEs: 
entrepreneurs are financially independent; 
ownership and management are combi­
ned. 
Since at least minimal statistical analysis is 
desirable, it is helpful to adopt certain 
conventions as to the size of small, medi­
um-sized and large enterprises. The follow­
ing assumptions have therefore been 
made: very small enterprises are those with 
1 to 9 employees in industry and 1 to 4 in the 
service sector; small enterprises are those 
employing 10 to 99 in industry, 5 to 49 in the 
service sector; medium-sized enterprises 
have 100 to 499 employees in industry, 50 to 
249 in the service sector; and large enterpri­
ses have a workforce of over 500 in industry 
or over 250 in the service sector. 

To categorize SMEs by size, however, is not 
very enlightening. It is not just that they 
differ between the two major economic 
sectors (the manufacturing and the service 
industries); more important, it is becoming 
harder to draw a dividing line between 
products and services, especially with the 
growth of products-cum-services, or hard­
ware/software 'packages'. 

Is European industry becoming 
Italianized? 

In the early 1960s, Italy's industrial structu-

reset it apart from the rest of Europe in that 
its very small firms played a far greater role 
(those with a workforce of 10 or less 
accounted for 28% of employment, compa­
red with a maximum percentage of 16 OJo in 
other countries) and large enterprises were 
of far less significance (manufacturing con­
cerns with a workforce of over 500 accoun­
ted for only 21 % of employment, compa­
red with a minimum of 40% in other 
European countries). 

Of the three other major European coun­
tries - all of which had a fairly different 
structure from that in Italy - France 
seemed to be the 'least European' in that 
very small enterprises also accounted for a 
substantial portion of its economy and large 
enterprises were relatively less important. 
At the other extreme came Great Britain, 
where very small firms were relatively few 
and an overwhelming proportion of 
employment (two-thirds) was provided by 
large enterprises. 

The process of growth to giant proportions 
continued in Europe during the 1960s, with 
large enterprises accounting for an ever 
greater share of the economy throughout 
Europe: from 21.5 Olo to 23.8 Olo in Italy 
from 38% to 40 Olo in France and in Great 
Britain from 67% to 68 Olo. Only in Ger­
many was there a slight decline, from 52 Olo 
to 50 Olo. 

A reversal of the trend became apparent for 
the first time in the 1970s: the sphere of 
large enterprises shrank somewhat and 
there was a clear-cut tendency towards an 
increase in output and employment attribu­
table. to SMEs. Even in Great Britain, the 
small firm started to come into its own. 



The process of growth to giant proportions continued in Europe during the 1960s. 

Italy, whose pattern of development seemed 
to (and did in fact) lag behind that of 
Europe, appears to have reacted better than 
other countries to the radical crisis affecting 
the old-style industrialized Europe. It was 
the only leading European nation in which 
employment in the manufacturing indu­
stries rose between 1971 and 1981; it also 
boosted its exports (from 7 .11t/o to 7.8% of 
world exports of manufactured goods), 
even in the aftermath of the energy crisis. 
The only major industrialized nation with a 
better record was Japan. 
How has Italy managed to achieve this sort 
of second economic miracle? 

Paradoxically, what had seemed to be the 
strengths of Northern European industry 
proved to be handicaps when a more flexi­
ble industrial machine was needed. 

In Italy, shrewd efforts to evolve and 
strengthen the industrial structure, mainly 
on the part of SMEs but also by large 
enterprises, helped to bring about these 
achievements. The need for greater flexibi­
lity encouraged large enterprises to 'decen­
tralize production' sharply down to the level 
of small enterprises. The 'submerged' eco­
nomy helped to make this decentralization 
possible, although there were signs that it 
was becoming rather more official (an 
'emerged' economy) by the late 1970s. 

In France, the quest for flexibility took the 
form of contracting out services, with wide 

recourse to hiring lump labour and to term 
contracts. 
In Great Britain, more extensive use of 
'occasional' manpower seemed to be the 
method most popular with large enterprises 
trying to become more flexible and to cope 
with the crisis; at the same time, large 
enterprises accounted for a smaller share of 
the economy. 

A boom in small business 
in Italy 
It is a fact that Italy did not collapse in the 
'terrible' seventies. Domestic observers of 
the less discerning kind and/ or who had 
axes to grind spoke at length of Italian 
industry as being chronically sick. The 
foreign press took up the same cliche and at 
best (where it acted in good faith) drew 
simplistic parallels between political and 
economic stability, between the crisis in 
PIA T (I refer to the second half of the 
1970s) and the nationwide crisis, and so on 
in this vein. 
The truth is quite different. The small and 
medium-sized segment of Italian industry 
has been growing ever more sturdy. Within 
that segment, small firms have been making 
exceptional progress in every respect. 
Let us, however, look at the figures. 
Small enterprises (employing 10- 1 00) 
form the segment where growth has been 
fastest, both in the number of firms 
( + 38% between 1971 and 1981) and in the 

number of people employed ( + 23 % over 
the same decade). 

In 1981, the average productivity of small 
enterprises (net output per employee) was 
no lower th~n that of large enterprises. 

Small enterprises are just as export-minded 
as larger undertakings. They export 20% of 
their turnover (compared with the national 
average of 23% ), a very high proportion 
bearing in mind that: (a) small firms receive 
far fewer direct and indirect export incenti­
ves than large enterprises; and (b) the 
percentage is in fact higher, since small 
enterprises often sell through wholesalers 
who export for them. 

Gross return on capital (the degree of 
self-financing) decreases with the size of the 
undertaking, i.e. from 17% in the case of 
small firms to 11 % in the case of large 
companies (according to a survey by Medio 
Credito Central~). 

The SME segment of Italian industry owes 
its international success to a happy combi­
nation of highly specialized individual firms 
and extensive cooperation among different 
firms. 

An industrial structure has been created, in 
short, in which economies of scale are 
feasible within the overall system rather 
than within an individual undertaking. This 

. is one of the most innovatory features of 
Italian industry, and it merits far more 
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detailed investigation by European resear­
chers. 

There has also been an upsurge in the 
quality of managment and technology. 
According to recent research reports, this is 
attributable to two factors: 

• a higher calibre enterpreneurial class 
and an injection of fresh blood; 

• a more outward-looking approach than 
the 'local' - some aspects of which are 
positive (synergy and cooperation) but 
which also has its negative side (cultural 
provincialism). 

Starting in those years, many entrepreneurs 
'brought their businesses out of the closet' 
in that they regularized their tax position 
and put them on a company footing. 
Looking, for example, at the changing 
pattern of business associations, we find a 
substantial increase in societa in nome col­
lettivo - partnerships - rather than firms 
with a more elementary legal status. Small 
operators, in other words, have opted for 
more capitalistic legal and organizational 
arrangements for their businesses; this 
is the case not just with established firms but 
even more so with ventures now being 
brought into being. 

At the same time, a second-generation 
breed of entrepreneur has been growing up, 
as the partriarch founders of businesses 
retire to supervisory roles and hand the reins 
over to their heirs. Many young people are 
better educated and more aware of what is 
going on in the outside world than their 
parents. These young entrepreneurs in turn 
are more successful in structuring and inter­
linking functions within the firm and may 
then delegate responsibility for some of the 
functions, perhaps to people outside the 
family. 

The typical entrepreneur has also been 
moving towards the service sector - a very 
interesting tendency, found in other coun­
tries as well as Italy and one that merits 
further research - by retaining his control 
functions but contracting out production 
work. This is something that has occurred in 
many parts of Italy, especially in the Adri­
atic coastal area - a point we shall discuss 
later. 

Such decentralization of production gives 
rise to other problems, which should not be 
underestimated. One important concern is 
safeguards for the workers affected. Others 
are marketing and technological innovation 
itself. Despite these problems, however, the 
survival of the SME segment of Italy's 
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industry and its restructuring and expansion 
at national and international level have 
undoubtedly been due to decentralization. 

Another trend that sheds light on the new 
entrepreneurs who have arrived on the scene 
over the past few years is the spirit of 'group 
entrepreneurialism', taking many and va­
rious forms. Possibly the most notable and 
widespread movement is the setting up of 
consortia for the purpose of exporting or to 
provide credit guarantees. Between 1974 
and 1981, the number of export consortia 
increased six and a half times, the number 
of credit guarantee consortia twofold. 
There has been an equally sizeable increase 
in the number of firms belonging to such 
consortia. 

Taking one last look at the factors that have 
brought about the qualitative and quantita­
tive boom in SMEs, especially small firms, 
in Italy, we should spare a thought for 
geographical factors. 

Some people have advanced persuasive 
arguments to the effect that the economic 
structure of Italy is ceasing to be dualistic 
and is beginning to be pluralistic. 

In a country that has been so unequivocally 
dualistic as Italy (with its industrial north 
and underdeveloped south), over the past 
few years investigations have revealed a 
situation lending itself to another interpre­
tation. There are now, it is said, 'three 
Italies': the industrialized but 'mature' Italy 
of the industrial triangle whose points are 
Milan, Turin and Genoa, with its concen­
tration of large enterprises; the less develo­
ped central and southern Italy where the 
two extremes - the very small firm and the 

large enterprise - are to be found; and a 
third Italy, made up of the eastern regions 
running down from the north through the 
centre to the south. Dubbed the 'Adriatic 
belt', over the past ten years this area -
where SMEs predominate - has become 
the most dynamic in Italy. 

One indicator is the trend in per capita 
incomes in this 'third Italy', i.e. the regions 
along the coast: Veneto, Friuli Venezia 
Giulia, Emilia Romagna, the Marches, 
Abruzzi, Molise and Apulia. Compared 
with a 20 OJo average rise in per capita 
income in Italy as a whole from 1971 to 1981 
(in constant terms), income rose by 23% in 
the Veneto, 30% in Friuli Venezia Giulia, 
36 % in Emilia Romagna, 27 % in the 
Marches, 36% in Abruzzi, 62% in Molise 
and 23.5% in Apulia. 

It is these very areas - where good use has 
been made of the flexibility and advantages 
of local interdependence (the opportunities 
and economies that are feasible in certain 
local situations, backed by the more stable 
political organizations of other regions) -
which have been most successful in in­
creasing production and employment. 

Are those areas not affected by the general 
crisis? 

Of course; they too are faced with a measure 
of crisis. They have problems in coping with 
rapid technological advances and the 
demand for more direct marketing of their 
own products. There is a noticeable need 
among the SMEs in these areas for more 
complex information systems, for direct 
contact with their markets, especially 
export markets, for a firmer griJ over the 

The large enterprise is, of course, still the fulcrum of financial and commercial activity and, in some 
sectors, technological and innovatory activity as well. 



mobility of labour, management and capi­
tal within the local system, for diversifica­
tion, for an overhaul of the local economic 
structure (which often lacks the important 
dimension, marketing). 

What is needed, then, is a good hard look at 
levels of technology and industrial culture 
in the local area. The existing order of 
things must be changed from within, despite 
the fact that it has been that very order 
which has led to the achievements descri­
bed. 

In conclusion, the small firm has been the 
most dynamic element in Italy's manufac­
turing and service industries, and there are 
many signs that countries in the rest of 
Europe are adopting the Italian pattern and 
restructuring by placing greater stress on 
SMEs. 

I should like to point out here that the large 
enterprise is of course still the fulcrum of 
financial and commercial activity and, in 
some sectors, technological and innovatory 
activity a~ well. Although to an increasing 
extent the production of goods and services 
is being delegated to the smaller firm, the 
creation of more ambitious technological 
and commehcal structures is still in the 
hands of large enterprise (Fiat, Olivetti, 
Pirelli, Docent). 

What is the role of vocational 
training and the EEC? 

The dominating feature of the age in which 
we live is the speed of change. The shift 
towards the service sector in the economies 
of the industrialized nations and social 
mobility are the most evident effects of 
change, but they are also its causes in that 
the most service-oriented countries with 
greatest social mobility are also the coun­
tries, now and in the future, which grow 
richest, reorganize fastest and defend them­
selves most effectively against the overri­
ding problem, unemployment. 

In the 1980s and 1990s small firms will 
continue to play a greater role in produc­
tion, job creation and production innova­
tion in very many sectors and in helping to 
train up managers, whereas large enterpri­
ses will play an increasingly important part 
in bringing about major strategic changes in 
major sectors such as finance and banking 
and associated services, as well as advanced 
industrial sectors such as electronics, space 
and sophisticated technology. 

It is no coincidence that the United States (where employment rose by 26 million in the 1970s) and Japan 
( + 5 million) have been the most dynamic economies up to this time. 

In this process of rapid change, entrepre­
neurial enterprise will become the most 
important factor, whatever the structure -
capitalistic, socialist, private or public. 

Those whose cultural background has 
ill-prepared them for change (government 
administration, mature economies) will be 
unable to adapt to the need to reorganize. It 
is no coincidence that the United States 
(where employment rose by 26 million in the 
1970s) and Japan ( + 5 million) have been 
the most dynamic economies up to this 
time. 

Sound reorganization is achieved through 
the disappearance of the old and the birth of 
new economic initiative; and when a new 
venture is born, it is small. The need, then, 
is a general policy designed to foster the new 
and encourage the enterpreneur who may be 
working at a lower level but is fully au fait 
with his task. 

Managerial ability, however, is not all. 

Vocational training will be just as important 
as before; indeed, its importance will grow 
with the processes of change and restruc­
turing that we have briefly described. 

Alternance training, polyvalent training 
and specialization seem, in the present 
circumstances, to be the three mainstays of 
the new style of training (for young people) 
and continuing training (for all). 

A person is best trained by continuously 
working on a variety of activities in which 
he can deploy his main skills, both mental 
and physical, technical and emotional, ope­
rational and managerial. It is the train­
er's task to bring order into the 'chaos' of all 
these activities to ensure that they are 
educational, but not to over-simplify them 
to patterns that no longer exist in the 
complex world of today and the 1980s. The 
aim is not to do away with specialization but 
rather to reverse the trend set in motion by 
the second industrial revolution, the trend 
to the rigid compartmentalization of pro­
duction that reduces man to a single dimen­
sion. 

If we are to reverse these undesirable trends, 
we need to allow specialist and general 
education and training to exist side by side 
in the schools and extra-academic training 
structures. People must be able both to 
perform an individual task and to work as 
members of a team. They must be able to 
operate at one specific point in an organi­
zational structure but also help to improve 
the structure and proceed to the next stage 
over a period of time. All this can be 
achieved by working to aquire a 'specialist 
skill' while at the same time knowing how 
that skill relates to other activities around it 
in a complex and changing whole. 

5 



Specialization in a given trade or profession 
is still the main objective of any training 
system. I shall go further: although the 
prime causes of the current high levels of 
youth unemployment is the lower rate of 
economic growth and the 'marginalization' 
of a growing portion of the jobs market, an 
additional cause is the decline in the impor­
tance of the technical and vocational school 
system (schools at which trades are taught) 
in almost every industrialized nation. As is 
often the case in times of sweeping change, 
the intuitive idea was right - that there was 
a growing need for polyvalent skills - but 
the decisions to which it led were mistaken. 
The need was not to do away with the trades 
of the lathe-operator, welder or bricklayer, 
but to produce a lathe-operator who would 
be able to turn his hand to milling when 
necessary, an electric welder who could also 
tackle gas welding or even operate a robot 
welding machine, a bricklayer who could 
lay tiles or do installation work, a script­
writer who knows about today's electronic 
technologies and so on. 

No economic system can do without spe­
cialists - quite the reverse. The problem is 
how to produce specialists and skilled 
workers who are prepared to keep abreast 
of continuing changes in technology and 
patterns of work and are willing to take part 
in or initiate constant innovation in 
methods atld techniques. 

What areas should the Community take as 
its priority in influencing this complex acce­
leration and transformation of training? 

One obvious priority is more searching 
investigation of the experience of other 
countries. If the learning of foreign langua­
ges is facilitated, it will be easier to transfer 
the benefit of the experiments of greatest 
significance from one country to another. 
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To quote a few examples, it may be of 
general interest to the rest of Europe to find 
out how small enterprises in Italy have made 
substantial economies of scale at group 
level, how they have managed the process of 
reconstruction and how they have achieved 
greater flexibility. German experience in the 
field of advanced chemistry and the combi­
nation of mechanical and electronic engi­
neering is of universal interest, as is Fran­
ce's progress with electronics and aviation. 
Other countries can learn from Britain's 
expertise in the financial, banking and allied 
professions which has made it one of the 
world leaders in the field, if not the leader. 
There are many other examples. 

The European Community has a major role 
to play in promoting job enrichment for 
young people in the Community through 
continuous innovation in the methods and 
content of training, with due regard for the 
more illuminating experiments that have 
been taking place elsewhere in the world -
for instance, in the US and Japan. 

As Europe is faced with a growing need to 
reorganize its economic structures, the 
number of people who will have to switch 
from one occupation to another once or 
several times in the course of their careers 
will increase accordingly. The worker, espe­
cially the young worker, must be prepared 
to cope with such changes and to discern all 
the potential benefits he may derive from 
them. A broad-based training, a training 
that is specific but planned with due regard 
for the interlinks between different sectors, 
trades and occupations gravitating closest 
to that specific training and one or more 
specialist skills, is the only real guarantee 
against unemployment and the only way of 
promoting a progressive career structure in 
the 1980- 90s. This 'new style' of training 

must not be ignored in European program­
mes. 

There are those who will argue that this 
approach to training is Utopian and that 
such training would be hard to implement. 
In the light of direct experience, however, 
this can be said to be only partly true: 70% 
of what is suggested calls for nothing that is 
not already available; what are needed are 
the imagination and resolve to work as a 
team. Existing European resources, in 
terms of men and machines, can also be 
used at sophisticated levels providing we 
also have the courage and imagination to 
take up the challenges. 

There is great potential in supranational 
training structures. Changes to training are 
being introduced in a shrinking world. The 
world is smaller not just because we can 
travel faster or because communications 
technology is removing the need for travel, 
nor because the rapid spread of English as 
the prevailing language is on the whole 
making it easier for ideas to circulate. It is 
smaller because provincialism is being over­
come by means of innovation, research and 
the new style of training ... although the 
harm being done by mass culture is another 
matter. 

The needs associated with the new style of 
training are not of course cut and dried, and 
nor are the relationships between the school 
and vocational training, nor the most 
suitable curricula. One thing, however, is 
clear: we are entering an age in which we 
shall be closer to the ideal of the Renaissan­
ce 'whole man' - an ideal from which we 
had gradually been distanced by three cen­
turies of industrial revolution and speciali­
zation, rendered enormously more compli­
cated by the high rate of change and its 
complexity and novelty. 



MATTHIAS RICK, Deputy General Secretary of the 
Federal Institute for Vocational Training. 

Vocational training 
as a basis for the economic 
growth of small and 
medium-sized firms 

Matthias Rick 

Small and medium-sized firms are at pre­
sent riding high in the political debate. 
References to the major role they have to 
play in economic growth and job creation 
are now part of the stock in trade of 
politicians with a special interest in the 
economy, labour market and education. 
This is not only true of the European 
Community countries: in the United States 
of America too, the importance of small 
and medium-sized firms was recognized 
with the publication of D. L. Birch's 
research findings. Birch showed in his study 
'Who creates jobs?', for which he 
approached 80 O?o of all American compan­
ies,1 that firms with up to 100 employees 
accounted for about 80 O?o of the net 
increase in jobs from 1969 to 1976 and firms 
with no more than 20 employees for over 
60 O?o of this increase. A comparable study 
has not been undertaken in the Federal 
Republic of Germany. 

However, a number of studies into specific 
aspects of the situation in the Federal 
Republic allow the conclusion that growth 
in employment is due less to large compan­
ies than to small and medium-sized firms. 
Thus a survey of 844 firms in the Federal 
Republic in 1976 and 1977 revealed that 
firms with up to 200 employees provide 
most of the stimulus for growth. 2 This is 
confirmed in a study by Derenbach and 
Wittmann. 3 They were able to show that 
from 1970 to 1977 job losses were extensive 
in regions of the Federal Republic where 
large companies dominated, while in 
regions with an abundance of small firms 
the number of jobs remained constant in 
this period. If conferences and congresses 
are any indication of the importance of a 

subject, the economic and labour market 
policies of the other countries of the Euro­
pean Community are also placing their 
hopes in small and medium-sized firms: 
their role in growth and employment is 
increasingly being discussed at European 
level and in the Member States themselves. 
This trend and the broad consensus on the 
significance of small and medium-sized 
firms are surprising when compared with 
views being expressed and also largely 
accepted some fifteen years ago. In view of 
the economic and technological trend at 
that time, small and medium-sized firms 
were given no chance of surviving the 
competition. And today major importance 
is again being attached to these firms for 
economic and technological reasons. Scep­
ticism about this complete change of mind 
does not seem out of place. It is easy to 
formulate expectations and hopes if their 
fulfilment can be left to others. 

In the political and academic spheres two 
pointers to the outstanding importance of 
small and medium-sized firms are undis­
puted: 
0 Large-scale industry depends on the 
manufacture and sale of products in large 
numbers. It tries to ease the pressure of 
costs by resorting to capital-intensive 
rationalization. It can do this because it is 
relativity well endowed with capital and is 
considered creditworthy by banks and 
investors. As a result, it is able to produce 
marketable goods at steadily decreasing 
costs, with an organizational structure 
which, though efficient, is not readily 
adaptable to changes in the market. As a 
rule, it will not seize new opportunities 
presented by the market unless fairly certain 
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that long runs can be sold. In contrast, small 
and medium-sized firms depend for their 
very survival on their ability to detect even 
short-term opportunities in the market. 
Rapid adjustment to new products and 
services ensures the continued existence of 
these firms. 

D 'This productive pressure to develop in 
compliance with market trends and ... to 
exploit the market is evident, for example, 
in the area of technological innovation, 
most of which, it is widely believed, origi­
nates from the research and development 
departments of large companies ... [ac­
cording to a study] by the Dresdener Bank, 
the research efforts of smaller firms [are 
more efficient than those of large compan­
ies]. Of the 61 most important inventions 
this century only twelve emerged from the 
laboratories of large companies. ' 4 Small 
and medium-sized firms are also quicker 
than their large counterparts to put techni­
cal inventions to practical use. To quote 

from a study published by the IFO Institute, 
for example, 'small firms exploit 70 % of 
all inventions after a mere two years, large 
companies only 33 OJo. ' 5 

Impulses for growth and job creation ema­
nating from small and medium-sized firms 
are thus due, on the one hand, to their 
flexibility in seizing opportunities in the 
market with traditional forms of work and, 
on the other, to their ability and willingness 
to use technical innovations to advantage in 
the market. 

The above-mentioned scepticism about the 
importance of small and medium-sized 
firms does not extend to their willingness 
and ability to provide incentives for econ­
omic growth. There is room for scepticism 
about the one-sidedness of government 
assistance. Programmes for granting new 
firms financial assistance are being dis­
cussed, aids to the development and appli­
cation of new technologies are being intro­
duced by some Member States of the Euro-

pean Community and by the Community 
itself, but the sine qua non, the simulta­
neous development of a qualified labour 
force, is only mentioned in passing and, if 
included at all, figures at the bottom of the 
list. 

And yet recent studies in the Federal Repub­
lic6 reveal that over 70 % of 358 
medium-sized industrial firms questioned 
cite the shortage of skilled labour as the 
most frequent obstacle to growth. Also 
worth noting is that it is the smaller firms in 
particular that most frequently complain of 
the lack of trained workers. As a result, 
70 % of firms ascribe delays in the comple­
tion of work to a shortage of qualified 
personnel, and 60 % say that they lose an 
appreciable amount of business because 
their workforce is not sufficiently well 
trained. 

The demand for skilled workers in small 
and medium-sized firms is bound to be 
extensive: without highly qualified person-

Small and medium-sized firms are also quicker than their large counterparts to put technical inventions to practical use. 
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Almost 70 o/o of all young people trained by the 'dual system, receive their initial vocational training in craft occupations and in small and medium-sized 
industrial firms. 

nel they cannot react quickly to opportuni­
ties presented by the inarket by changing 
production methods and products.lt can be 
proved that, compared with large compan­
ies, firms which largely depend on one-off 
jobs for their survival have a higher propor­
tion of skilled workers and, as they them­
selves say, they need even more. At first 
sight, this trend seems inconsistent with the 
general situation in the Federal Republic of 
Germany, since almost 70 OJo of all young 
people trained by the 'dual system' receive 
their initial vocational · training in craft 
occupations and in small and medium-sized 
industrial firms. But they fairly soon leave 
the firm in which they have been trained. 
For many skilled workers large companies 
are still more attractive than small and 
medium-sized firms. They often change to a 
large company even if the new job has 
nothing to do with their training, tempted 
by higher wages, higher social benefits and 
regular working hours. Attitudes also play a 
part: the satisfaction of being employed by 
a well-known large company and the belief 
that large companies offer greater job 
security since they are more likely than 
small and medium-sized firms to receive 
State subsidies if they get into financial 
difficulties. And finally, the individual 
worker finds a firmly established form of 
work organization, in which each em-

ployee's role and responsibilities are clearly 
defined, reassuring, clear-cut and predicta­
ble. Few small and medium-sized firms can 
offer this peace of mind. Their organiza­
tional structures have always been subject 
to frequent change, and the influence of 
modern technologies means that the 
changes are occurring more rapidly and 
more frequently. 

Research findings show that even today the 
vigour which small and medium-sized firms 
can introduce into the economy is restricted 
by insufficient and inadequately trained 
personnel. Additional financial assistance 
and aids to new firms, specifically to encou­
rage the use of modern technologies, will 
not be successful unless training pro­
grammes are also developed and assisted. 
Such programmes must, however, take 
account of the needs of small and 
medium-sized firms and their organization­
al circumstances. 

In principle, there are two ways of meeting 
the demand for qualifications: small and 
medium-sized firms must show greater will­
ingness to train workers, and suitable con­
tinuing training schemes must be developed 
for and offered to such firms. Neither 
method will, however, succeed without 
State aid. There are objective limits to 
the willingness and ability of small and 

medium-sized firms to provide training. 
Their specialization in certain fields or 
products, the pressure of working against 
the clock to seize opportunities arising in the 
market, and rapid changes in production 
may be a serious obstacle to systematic 
initial training. Newly established firms 
with no experience of training are likely to 
encounter the usual teething troubles and so 
hardly want to be burdened with the train­
ing of young people. 

Most firms fail to take advantage of con­
tinuing training schemes already available 
despite their close contact with the employ­
ment offices and industrial associations. On 
the one hand, this is due to their surprising 
unawareness of these schemes and to condi­
tions in firms of this size: being short of 
qualified personnel, small and me­
dium-sized firms cannot release a skilled 
worker for a lengthy period of continuing 
training. On the other, unawareness of the 
value of continuing training and of schemes 
unrelated to specific firms or regions result 
in such training being greeted with scepti­
cism and resignation as a means of over­
coming the shortage of qualified person­
nel. 

Nonetheless, initial and continuing training 
must be regarded as the two most important 
instruments in the process of training work-
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ers for small and medium-sized firms if the 
aims of State support for economic growth 
and employment are to be achieved. To 
ensure that initial and continuing training 
are available to such firms, an infrastruc­
ture of intercompany training centres has 
been established in the Federal Republic of 
Germany in the last few years. Over 600 of 
these training centres, with almost 71 000 
workshop places, have been set up, and 
another 2 000 are still under construction. 
Over half of the centres are run by the craft 
industry. A study by the Federal Institute 
for Vocational Training yet to be published 
shows that 57 OJo of the places are used for 
intercompany training schemes. In 1982 
33 500 courses attended by 430 000 trainees 
were held. Some 30 % of present capacities 
are used for continuing training, 13 % for 
preparatory vocational measures, examina­
tions, vocational school instruction and 
rehabilitation schemes. The intercompany 
training centres are not a substitute for 
in-company, job-related training. They 
merely act as a complement by providing 
training in aspects which individual firms 
cannot cover. As the intercompany training 
centres are distributed throughout the Fed­
eral Republic, account can be taken of 

regional peculiarities. At least, there is a 
facility which enables the present level of 
training to be maintained and possibly 
improved despite the specific nature of 
small and medium-sized firms' production 
methods. The supplementary courses large­
ly concentrate on practical occupational 
skills and production-related knowledge. 
And this trend in teaching will gain in 
significance if the modern technologies, and 
microprocessor technology in particular, 
result in more substantial changes in the 
work processes of small and medium-sized 
firms than past innovations. These firms 
can only maintain their present level of 
technology transfttrs if the intercompany 
training centres teach the required know­
ledge and skills during, rather than isolated 
from, in-company initial training. 

Reservations about continuing training 
courses frequently dwindle when they are 
held within the firm rather than outside. 
Participants in external continuing training 
schemes must themselves relate the know­
ledge they have acquired to everyday activ­
ities in the firm. They are either unwilling or 
unable to undertake this process. To avoid 
it, they criticize external continuing training 

courses - without justification in some 
cases - for placing too much emphasis on 
theory and for not being sufficiently rele­
vant to the task of meeting current work 
requirements. Unlike large companies, 
small and medium-sized firms do not have 
their own training departments manned by 
professionals. It is essential, however, for 
employees to acquire additional qualifica­
tions. If small and medium-sized firms are 
unable to run continuing training courses 
themselves and are not convinced of the 
purpose and value of external courses, new 
methods of imparting knowledge must be 
found. Here again, the intercompany train­
ing centres could be used. Their proximity 
to firms, their ability to take account of the 
peculiarities of firms in the area, their 
concentration on the teaching of occupa­
tional skills and the presence of experienced 
practical trainers can undoubtedly help to 
minimize reservations about continuing 
training. 

The equipment, spread and staff of the 
intercompany training centres in the Feder­
al Republic mean that they are theoretically 
in a position to make a major contribution 
by supplementing initial training and pro-

Initial and continuing training must be regarded as the two most important instruments in the process of training workers for small and medium-sized 
firms. 
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Initial and continuing training must be regarded as the two most important instruments in the process of training workers for small and medium-sized 
firms. 

viding continuing training for the em­
ployees of small and medium-sized firms 
that is related fairly closely to their jobs. 
The number of these centres must 
undoubtedly be increased, and they must 
become more acceptable to small and 
medium-sized firms if the latter are to go on 
providing growth impulses and creating 
jobs. The debate on the theoretical and 
pedagogical aspects of the intercompany 
training centres will have to be stepped up in 
the Federal Republic, since they are not 
training workshops or places for on-the-job 
training. But they can combine the advan­
tages of both. 

Since 1973 the Federal Government has 
provided DM 1 600 m for the construction 
of intercompany training centres. Until 31 
August 1981 State grants could be obtained 
for up to 80 Ofo of total expenditure, but the 
rate has since dropped to a maximum of 
65 %. Applicants must contribute at least 
10 % from their own capital. The remainer 
is usually provided by the Federal Land in 

which the training centre is built and/ or by 
the Federal Employment Institute. To help 
newly established intercompany training 
centres over any initial difficulties they may 
encounter and to ensure that they are 
extensively used, the Federal Government 
contributes towards current expenses. The 
assistance it provides is largely used to cover 
50 % of the deficit in current overheads. 
Since it began granting assistance of this 
kind, the Government has made some DM 
52 m available. 

Despite the country's difficult financial 
position, the Federal Government must 
continue to contribute towards current 
expenses in the future, since small and 
medium-sized firms need the help of the 
intercompany training centres to obtain the 
trained personnel they require and the econ­
omic and labour market policies need small 
and medium-sized firms if there is to be 
economic growth and an increase in 
employment. 
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The reasons for the revitalization 
of SMEs 

Various technological, social and organiza­
tional trends are particularly propitious for 
the development of small and medium-sized 
enterprises and organizations. 

JACQUES DELCOURT, Professor, Louvain Catholic 
University. 
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Vocational training 
and the creation of 
new forms of work 

Jacques Delcourt 

In the United States, many SME~ make use 
of sophisticated technology in their produc­
tion and management work. They are creat­
ing more new services than new goods, even 
though their headway is proclaimed as 
being under the banner of 'reindustrializa­
tion'. SMEs are innovatory and create new 
jobs because· they number more success 
stories than bankruptcies and shutdowns. 
As pointed out by G. Gilder, they mark a 
revival in the spirit of enterprise. The 
future, he says depends less on the jugger­
nauts and battles between Titans than on 
SMEs, who are in the forefront of progress 
because the large companies focus their 
energies on rationalizing and consolidating 
innovations introduced elsewhere. 1 It is 
not, however, a matter of having to choose 
between the Davids and the Goliaths, since 
all enterprises - large, medium-sized and 
small - are interdependent within an over­
all system. 

In Europe, SMEs have not yet achieved as 
much, although structural trends have fol­
lowed the same pattern. The ever widening 
range of new and specific technology, 
knowledge and expertise promotes their 
development and is helping to increase 
capital investment per production worker 
and the use of skilled and qualified person­
nel. The problem that arises as a result is one 
of continuing training; in its absence, 
human resources cannot be adapted to 
changes in products, markets, work, tech­
nology and organizational methods. 

To cope with such changes, an enterprise 
needs production workers, executives and 
managers to be flexible enough to keep 

abreast of developments in knowledge and 
tools and even initiate their own research 
and innovation. 

D Evolution of science and technology 

In the past, progress in the fields of science 
and technology tended to lead to mass 
production and larger companies. Today, 
as Gilder had described, discoveries by 
microbiologists, microelectronics experts 
and laser technicians can be marketed and 
put to profitable use by SMEs. Smaller 
firms, both new and traditional, are flouri­
shing as a result of recent scientific break­
throughs that have provided them with new 
materials, products and services as well as 
the technologies that lend themselves to 
both horizontal and multi-sector applica­
tion. The same process is taking place in the 
fields of robotics, numerically controlled 
machines, noise and pollution abatement, 
information and communications technolo­
gy, office automation and the science and 
technique of management and deci­
sion-making. 

Whether SMEs can adapt to change, how­
ever, depends to a great extent on the 
transfer of technology, knowledge and 
expertise from the centres of innovation; 
this in turn depends on the efficient organi­
zation of the market for the information 
and knowledge that is of strategic value in 
the development of innovation. Some 
SMEs have been set up specifically to 
exploit the by-products of research and 
innovation originating in centres or enter­
prises that make no use of them themselves 
and do not even arrange for. their use by 
others. 



the type of work in which women excel. The 
goods, care and services formerly provided 
by women in the home are being taken over 
by firms offering either products, such as 
pre-cooked meals and catering, or facilities, 
such as accommodation and health care 
establishments or help in the home and 
social services. 

A good deal of the incentive for the growth 
of SMEs has been the arrival of a learn­
ing-oriented society whose focus is the 
production and dissemination of informa­
tion, knowledge and expertise, a society of 
audio-visual communication with all the 
logistical services associated with the pro­
duction and presentation of programmes, 
and a recreation and leisure society predom-

~ inated by activities such as tourism, travel, 
~ catering and the hotel trade. 
0.. 

< 
~ 
L.Ll 
:::2 
< :..; 

The SMEs that have grown up in response to emerging or expanding needs include firms which have 
come into being in the wake of public interest in ecological issues by offering ways of economizing on 
energy and raw materials, preventing various forms of pollution. 

Finally, the unemployment and underem­
ployment of a growing number of young 
people with diplomas and degrees may be 
fostering a new class of entrepreneurs and 
new forms of small enterprise. 

Although all these factors work to the 
advantage of SMEs, their business is often 
precarious and highly vulnerable, since they 
operate in a world of shifting consumer 
habits and lifestyles. When assessing the rise 
of SMEs, as much thought should be given 
to the failures as to the successes, since the 
cost of the former to management and 
labour alike is far from negligible. The 
adaptability of the small firm is often 
achieved at the cost of stability of employ­
ment and life in general. 

0 Cultural and social evolution 

Various factors have combined to bring 
about a qualitative change in needs and 
modes of existence and, according to 
A. Toffler, they have contributed towards 
the move away from production on a mass 
scale. 2 In spite of rising levels of unemploy­
ment and underemployment, incomes have 
been climbing in our countries, with a 
corresponding increase in the disposable 
portion that can be spent on goods and 
services other than food and basics for the 
home. More leisure, higher standards of 
education and culture, insistence on the 
right to be different, the quest for well­
being and a better life, the growing demand 
for artistic and aesthetic fulfilment and a 
taste for luxury: all these factors have 
promoted the diversification of products 
and the quality of goods and services. 

SMEs can be more responsive to this market 
mobility than large companies, as they can 
adapt their products and services more 
easily and quickly - one reason for their 
numerical expansion and diversity. This has 
been the case, for example, with firms of 
designers and craftsmen producing on a 
more exclusive basis, personal and beauty 
care projects, designers and makers of 
clothing for individual sporting and leisure 
pursuits, home decorators or furnishers and 
specialists in landscaping or the creation of 
acoustic environments. 

The SMEs that have grown up in response 
to emerging or expanding needs include 
firms taking over the security of companies 
and institutions and the safety and move­
ment of people, goods, data and money. 
Firms have come into being in the wake of 
public interest in ecological issues by offer­
ing ways of economizing on energy and raw 
materials, preventing various forms of pol­
lution, treating and recycling waste and 
trying to improve living and working condi­
tions for the community. These SMEs are 
responding to the needs of what has been 
christened the post-materialistic society. 
Small enterprise has also grown up around 

0 Trends in different forms of enterprise 

Following the wave of takeovers, consolida­
tions and mergers and the vogue for giant 

When assessing the rise of SMEs, as much thought should be given to the failures as to the successes, 
since the cost of the former to management and labour alike is far from negligible. 
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multinationals and agglomerates, we have 
now embarked on an age in which compan­
ies are being slimmed down, broken up, 
converted and restructured, with large 
undertakings being redeployed in SME 
form. Big companies now merely give ord­
ers, set up subsidiaries with separate legal 
status and call in outside firms on a sub-con­
tracting or cost-plus-percentage basis. On 
occasions they may resort to outsiders for 
highly expert services such as searching for 
an appropriate product or technology, 
advising on organization or the introduc­
tion of computers or providing a legal, 
financial or advertising service, since one 
company, however large, can never have 
every form of specialist knowledge or spe­
cific expertise. 

Sometimes this recourse to outside firms is 
associated with the production of accesso­
ries and components, assembly work or 
packaging; in other cases it may be for tasks 
that are not directly productive such as 
repairs, tooling, maintenance or transport; 
and in yet other cases it may be for secon­
dary or auxiliary services such as the clean­
ing of premises, catering for staff or the 
supervision and custody of plant. 

The proliferation of subsidiaries and exter­
nalization of a range of tasks have become 
possible because large companies have 
increased their potential for directing and 
supervising SMEs. They are also due to 
other factors: SMEs are better placed to 
obtain Government subsidies than large 
companies; at the same time differences in 
the status of workers can be maintained; 
and individual categories of worker can be 
isolated from each other. 

New SME activities and 
training needs 

The purpose of vocational training in 
SMEs, apart from that offered as 
short-term work experience or to young 
people in the final stage of their school 
education, is to supplement basic training 
and adapt personnel to the tasks they are to 
be called on to perform. The period of 
adaptation varies depending on the SME. It 
is all the more necessary since there are 
limits to the extent that the school can 
broaden its range of education, training and 
qualifications to match the diversity of 
trades and occupations or the combination 
of skills and abilities required in industrial 
or service SMEs. Although a workplace 
cannot replace the classroom, it is the ideal 

14 

place for practical, realistic learning. Once 
people have been recruited to and integrated 
in a smaller firm, a sequence of training can 
be planned to refresh their knowledge and 
teach them alternative skills. 

In-company training may be designed to 
promote integration3 and be concerned with 
individual and group relationships and con­
flict, divisions and hierarchy; it may be 
purely job-related and for the purpose of 
adapting workers to new work stations, 
jobs and technologies; or it may be linked 
with promotion, introducing people to new 
responsibilities. This is a theoretical list and 
does not take into account the specific needs 
that arise in individual SMEs or those 
arising during periods of sweeping changes 
in their work. 

In SMEs whose production is based on 
traditional, slowchanging technologies for 
which there is a stable, continuing demand, 
training courses will be designed to achieve 
such ends as lowering costs, reducing was­
tage of time and materials, adjusting work­
ing conditions, improving the procurement 
of supplies, adapting production work to 
seasonal variations in demand, mobilizing 
workers in the service of their company and 
finding out about the regulations and con­
straints which adversely affect the enter­
prise. 

In other SMEs, survival depends on the 
ability to react to, sometimes even to anti­
cipate, changing demands and to adapt to 
different customers and principals and their 
specifications. Success will then be deter­
mined by the ability to assimilate and 
develop knowledge and expertise, to com-

bine them effectively and creatively and to 
cope with the complexity of tasks. Other 
firms may have to meet the challenge of a 
turbulent environment, working to com­
mission or providing one of a set of services 
coordinated by a main contractor. In other 
cases, tasks will vary over a period of time 
depending on raw materials or environmen­
tal conditions and variables. To this list of 
SMEs, characterized by the speed of change 
for which they must be prepared, can be 
added the firms whose business is design, 
creativity, innovation or research in the 
fields of technology, science, the arts and 
culture. 

In such enterprises subject to the contingen­
cies of the environment, markets and tech­
nologies, training will help in adapting 
products or services to customer demand. It 
will be given at the time of, or even before, 
changes to ensure that the enterprise 
remains competitive. 

The performance of such SMEs depends to 
a great extent on the quality of their work 
force, its capacity to adapt to change and its 
willingness to be flexible. Forward-looking 
SMEs will be more ready to promote quality 
and will encourage their skilled workers to 
attend courses, pool experience or join in 
professional associations. 

With all this diversity of needs and the 
differences in the level of knowledge of their 
workers, SMEs will have to arrange their 
own training or seek it on the permanent 
vocational training 'market'. 4 This assumes 
that they are well briefed on the authorities 
and individuals who produce and dispense 
knowledge and expertise. 

They will be more ready to promote quality and will encourage their skilled workers to attend 
courses. 



Promoting a market for 
continuing vocational training 

All undertakings generate and disseminate 
knowledge and expertise. The know-how a 
company produces for itself may be kept for 
its own workforce or exported to other 
undertakings to recoup the cost. The larger 
the undertaking, the better it is at producing 
its own training for its own internal 'mar­
ket', which consists of all the training places 
earmarked for its own workers, whose 
promotion structure it maps out and whose 
rotation it organizes. Recourse to external 
training may be justified when the need is to 
import new knowledge, for example the 
information required in launching a new 
product, introducing a new technology or 

· raw material or entering a different market. 
The acceleration of change is the reason for 
the flourishing market in training and trans­
actions whereby knowledge is transfer­
red.5 

On this market, or quasi-market, the supply 
side consists of all those individuals and 
bodies who dispense vocational training. 
The demand comes directly from the work­
ers, executives and managers, companies 
and groups of companies in quest of new or 
complementary knowledge and expertise. 

The transactions are vertical if the training 
is offered by the producer of the equipment 
or technology, the giver of a patent or 
production licence, the main contractor or 
principal for the benefit of sub-contractors, 
or a research institute or centre devising and 
offering training programmes, such as trade 
and professional bodies and associations, 
employers' federations and chambers of 
commerce. 

Horizontal transactions include the pooling 
of experience and joint sessions for com­
panies in the same sector or, if the compe­
tition between them is too fierce, from 
different sectors. 

The growing number of schemes on the 
training and information market, the diver­
sity of those who arrange and dispense 
training and the plurality of educational 
procedures indicate the scale of the pro­
blems faced by SMEs and also the need for 
agencies to act as intermediaries between 
supply and demand, helping employers to 
identify their training needs and establish­
ing contact between the promoters and 
producers of new manufacturing or man­
agement techniques or know-how and 
potential users. 

Various internal factors explain the tenden­
cy among SMEs to invest too little in 
training, even though - as 0. Gelinier 
points out - outlay on training brings in a 
twofold return, for the workforce and the 
employer. 6 In our troubled environment 
and long-term economic crisis, SMEs need 
training more than ever before if they are to 
remain competitive and profitable, but in 
practice they often restrict it to adapting 
workers to immediate tasks within the 
workplace. Their reluctance to invest in 
human resources is due not only to the cost 
of the training effort but also to the time it 
takes to reap the benefits in terms of higher 
output and profits. 

Although it is to the advantage of SMEs 
over the long term that their workforce 
should be adaptable and have polyvalent 
skills, they may be afraid that once the skills 
have been imparted their employees may 
move to other companies, which will be all 
the more willing to offer higher wages since 
they do not have to foot the training bill. A 
small firm, then, will train only if it can be 
sure that, once trained, personnel will stay 
on and help the firm to recoup the cost of 
the effort deployed. 

In addition to these recurring difficulties, 
SMEs face the effects of what seems to be an 
endless recession, as well as the fact that 
they operate on evolving markets where it is 
hard to plan or budget because training 
needs and sequences are not easy to pre­
dict. 

In view of these reasons for under-invest­
ment, the inference might be drawn that a 
'training market' should be encouraged and 
organized to serve new and traditional 
SMEs. 

This raises the fundamental issue of wheth­
er the training market should be left to its 
own devices or whether, on the contrary, 
the Government should step in and subsid­
ize, regulate and coordinate ventures, or 
whether the two solutions should be com­
bined. 

In practice, it is as if such specialization 
already existed. On the one hand, the 
Government provides the resources for the 
vocational integration of young employed 
and unemployed people as well as for the 
retraining of adults and their job mobility. 
On the other, private agencies offer 
made-to-measure training courses, whether 
or not these are subsidized out of the public 
purse or paid for by competing or rival 
employers. 

There is also the fundamental issue of whether the 
training market should be left to its own devices 
or whether, on the contrary, the Government 
should intervene. 

There is also some specialization according 
to the level of employment for which the 
training is designed. It is more likely that the 
cost of training SME managers or those 
about to set up small firms will be borne by 
the private sector, for instance banks or 
management training centes which, depend­
ing on their resources, can offer expert 
advice, modern management and commu­
nication tools, data banks and sources of 
documentation. The cost of workforce 
training that does not reflect the specific 
needs of SMEs is often borne by the Gov­
ernment, especially when it refuses to pro­
vide the company with the resources it needs 
for training. 

Is this compartmentalization really desira­
ble or effective? In the opinion of some 
people, among them 0. Gelinier, the mar­
ket solution is bound to prevail because 
experience has shown that over the long run 
private training bodies are more flexible 
than public schemes, which are more likely 
to be bogged down. According to Gelinier, 
students from private centres are more 
likely to find employment. Nevertheless, 
their courses are more expensive and admis­
sion is more selective than in open centres 
set up or financed by the authorities in 
colleges or workplaces - although more 
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often than not public and private adult 
training courses are established outside 
schools and colleges, which does not encou­
rage those colleges to adapt quickly to 
change. 

Although some people think that a free 
training market is the right solution, others 
feel that the Government should not shirk 
its responsibilities for the coordination or 
encouragement of private initiative or for 
the organization of_ continuing vocational 
training for the benefit of SMEs. SMEs 
have to contend with changing consumer 
habits. They operate in an environment that 
requires people and companies to be flexible 
and above all demands mobility of labour 
and capital as a result of the high rate of 
failure among companies: it is a feature of 
the SME sector not only that many new 
firms are set up but also that many go 
bankrupt and close down. This being so, the 
fundamental problem of continuing voca­
tional training - a problem for both 
employers and the workforce - may lie in 
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the difficulty of matching it with a succes­
sion of changing demands that reflect the 
shifting pattern of consumer behaviour. 

Conclusion 

Although market constraints are useful in 
that they prevent training establishments 
from losing sight of the requirements of 
SME employees and employers, it is clear 
that the reasons that have induced the 
Community and national governments to 
support SME research and development are 
also good reasons for their intervention in 
the training of shopfloor workers, execu­
tives and managers, both existing and 
potential. Without such support, SMEs will 
be unable to contribute fully towards re­
newed growth. 

In this respect, the role of the Community 
and Member States should be to encourage 
and complement the training market. 
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'Getting small businessmen to management 
training courses is reminiscent of selling 
refrigerators to the Eskimos, or shoes to the 
Africans.' So wrote a respondent to a recent 
questionnaire survey of small business man­
agement training activities among member 
institutions of the European Foundation 
for Management Development (EFMD). 

This is, of course, not altogether surprising. 
Many small businessmen have had compa­
ratively little formal education. And 
indeed, what education they have had may 
well - viewed in retrospect - seem imprac-
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tical, uninspiring and totally irrelevant to 
running a small firm. Understandably, the­
refore, they tend to attach far more impor­
tance to on-the-job training than to courses. 
Moreover, if they have attended some 
management courses, these may well have 
appeared too 'big business' in focus, too 
academic and theoretical in the teaching 
methods used, too orientated towards pro­
ducing bureaucratic and risk-averse attitu­
des rather than towards nurturing entrepre­
neurship and creativity. 

Despite these challenges and implicit criti­
cisms, a number of management training 
programmes geared specifically to the needs 
of small firms have and are being devel­
oped. Furthermore, research has shown 
that such specially designed assistance can 
be an important tool in aiding small firm 
managers to explore their firm's potential 
for development more fully, to recognize 
their own strengths and weaknesses and to 
overcome a number of actual and/ or poten­
tial business problems. 1 The following 
paragraphs will describe some recent and 
seemingly innovative initiatives together 
with some of the more well tried and tested 
programmes and approaches, included 
because of their possible adaptability from 
one country to another. Apologies are made 
for a relative lack of inclusion of examples 
from chambers of commerce and crafts and 
for a concentration on the activities of 
business schools, particularly those in the 
UK. This is because the major source of 
information has been a survey of the mem­
bership of the European Foundation for 
Management Development. 

Educating the existing manager 

Given the difficulties mentioned above, 
what is required for programmes for exist­
ing small firm managers to be successful? 

Key to success 

Key ingredients would appear to include: 
practicality, a focus on practical examples, 
particularly the specific problems and 
opportunities of the course participants; 
participation, the creation of an atmosphe­
re that encourages the participants to get to 
know each other and to be willing to share 
their ideas and problems - thus course 
numbers should not be too high; accessibi­
lity courses should be held locally or at 
easily accessible regional locations and at 
times convenient to the buy manager; 
modular organization, in short discrete 
blocks to permit testing and implementa­
tion of the acquired knowledge; integration 
- where possible an integration of course 
training with information, advice and coun­
selling services (particularly in the interim 
periods between course modules); low cost, 
probably subsidized, programmes (al­
though there is not unanimity of opinion on 
this point); and, carefully selected faculty 
- of particular importance is the need for 
teaching staff to communicate with the 
small firm manager, build up relations of 
trust and listen, not just lecture. 

Examples of courses adhering closely to 
these criteria are various programmes in 
Norway, Sweden and Denmark based on 

17 



Key to success. 

the Swedish Employers' Federation's 
well-known manual, Look After Your 
Firm, which enables the user to pinpoint the 
strengths and weaknesses of his business 
and himself. The Danish Employers' Con­
federation's School of Small Business, for 
instance, offers a one and a half day 
programme spread over a three-week period 
at a subsidized fee of DKR 650 (UKL 45). 
The same school also organizes a basic 
management course, locally run one after­
noon per week over a five-week period for a 
maximum of 16 participants at a subsidized 
fee of DKR 1 050 (UKL 70). Practical and 
down-to-earth in approach, this course 
deals with the following questions: 

• What does the company base its activi­
ties on? Is the basis, the idea behind it, 
strong enough to bear it? 

• Should it be selling other products or 
services - or should it be marketing its 
products in a different way? 

• Is the financial side under control - is it 
making money, and where do the profits 
go? 

• What are the functions of management 
and what style do the various types of 
managers use? How do you motivate 
employees for the benefit of both par­
ties?2 

More expensive (LIT 1 500 000 - UKL 
630), but attracting some 30 participants on 
the first two occasions offered to date, is the 
Corso di Sviluppo Imprenditoriale at Hoc­
coni University in Milan. Both the course 
content and the case materials used are 
based on interviews with entrepreneurs in 
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the nearby region. In line with their 
demands, its three modules cover: 

• causes and signs of success and fail­
ure; 

• improving short/medium-term results; 

• medium/long-term performance and 
how to improve it. 

Business development 

Increasing attention is being paid to the 
need to encourage small firm managers to 
take a somewhat systematic approach to 
business development. The Irish Manage­
ment Institute's Business Development Pro­
gramme (BDP), for instance, is now in its 
fourth session. This carefully planned 
18-month programme stresses the need not 
so much for skill development as for a 
change in attitudes. Attitude change 
requires time and, as a result, the BDP is of 
18 months' duration. The format is a 
two-day residential workshop each month, 
emphasizing experience-sharing and the use 
of participant company models. A primary 
aim is to get the entrepreneur to draw up a 
development plan for his/her company. 
The residential aspect is seen as very impor­
tant in getting the participants to know each 
other well and therefore to be willing to 
share information. Also important is the 
appointment of counsellors to work with 
the participating entrepreneur one day each 
month in his/her company: 'not acting as a 
management consultant but rather as a 
catalyst to listen to the entrepreneur and to 
bounce ideas around'. 3 

Not surprisingly this course is very costly, 
requiring sponsorship (above the course fee 
of UKL 1 800) to the tune of some IRL 
100 000 ( ± UKL 80 000) each time it is run. 
However, demand for places on the course 
has consistently outstripped the number 
available. In addition, a notable develop­
ment is that past participants are now 
beginning to sponsor future courses, albeit 
in a modest way. Also significant is the fact 
that the programme is now being fran­
chised elsewhere in Europe, specifically in 
Austria. 

Small business management training 
centres in the UK are also paying increasing 

Small business management training centres in 
the UK are also paying increasing attention to the 
business development area. 



attention to the business development area. 
Staff of the Durham University Business 
School (DUBS) have recently developed a 
Be Your Own Boss Growth Kit as an 
accompaniment to a TV series run by the 
National Extension College on the same 
topic. In addition, the UK Manpower Ser­
vices Commission is sponsoring a number 
of subsidized Growth Programmes. At 
DUBS, this programme starts with six 
two-day sessions each fortnight over a 
12-week period followed up by counselling 
and occasional workshops for peer group 
exchange over the following year. Its objec­
tives are to help participants to clarify 

• where they are; 
• where they are going (their ideas for 
growth); and 

• how to get there. 

To increase the programme's effectiveness, 
DUBS is linking it to another MSC subsid­
ized programme, the Management Exten­
sion Programme (MEP). Run in several UK 
management training centres as well as 
DUBS, the MEP is directed at unemployed 
managers from large companies and 
involves training them as counsellors for 
small firms - in the DUBS case, efforts are 
made to link these counselling assignments 
to the needs of the owner managers who 
have or are participating in the Growth 
Programme. 4 

Counselling 
Cuunselling, it has been suggested, is an 
important component of the training of the 
small firm manager. If this is the case, what 
form should it take? By and large, most 
small firm counsellors would seem to be in 
agreement with the statement above on the 
Irish BDP that the counsellor should be a 
catalyst rather than a consultant; a listener 
helping to stimulate self-reliance and inde­
pendence; helping to assist the small firm 
manager in appraising his own situation:. 
'help for self help', as the Germans say. 

Exports 
Export development is another topic on 
which a number of programmes have and 
are being developed specifically for small 
firms. Ulster Polytechnic, for instance, runs 
(over a 12-month period) a Small Business 
Export Development Programme designed 
to enable local firms to develop export 
markets. In Portugal, pending the country's 
forthcoming entry into the European Com­
munity, COPRA! (the productivity depart­
ment of the Associacao Industrial Portu-

Counselling, it has been suggested, is an important component of the training of the small firm 
manager. 

guesa) is running courses on penetrating 
EEC markets. 

In several of the Scandinavian countries, 
where exports have always been critically 
important given the relatively small local 
markets, government-sponsored Export 
Manager for Hire programmes are offered. 
Typically, these offer small firms the oppor­
tunity to use (at a subsidized rate) the 
services of an export specialist as a consul­
tant/ counsellor for up to 60 working days 
to analyse potential markets and develop 
export plans. 

Education for start-ups 

With unemployment at unprecedented 
heights, increasing attention is being paid to 
programmes and advisory services to assist 
the potential entrepreneur, to help small 
firms start-up. 

To these ends, several manuals have been 
developed over the past two years: the 
Dutch workbook Een Eigen Bedrijf Begin­
nen (published through a group of banks, 
ministries and specialist small-business 
organizations); the West German Bundes­
ministerium der Wirtschaft's Start Hilfe; 
and the UK's Be Your Own Boss Start-Up 
Kit, published by the National Extension 
College and the forerunner of the Growth 
Kit mentioned above. 

The UK experience 

In the area of start-up training program­
mes, those in the United Kingdom would 
appear to be the most tested and well 
developed. For some years now, a number 
of start-up courses have been offered 
through the UK national government's 
Manpower Services Commission at busi­
ness schools and management centres 
throughout the country. Included among 
these are: 

• The New Enterprise Programme (NEP): 
for people wanting to start up their own 
business. Each programme lasts 16 weeks 
and involves 16 unemployed participants. 
(Participants receive standard training 
grants and help with expenses incurred in 
the training.) During this period, every 
participant undertakes a feasibility study of 
a new business idea and begins, if appro­
priate to implement it on a commercial 
basis. 

• Small Business Courses: for those wish­
ing to start smaller scale businesses than in 
the NEP, perhaps employing the family 
only. These are generally between six and 
ten-week, full-time courses: for instance 
four weeks of lectures and six weeks' pro­
ject work. Student numbers range from 
about 12 to 16. 
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• Cooperative Enterprise Programmes: 
typically of four months' duration and 
through which potential founders of pro­
ducer cooperatives may examine the feasi­
bility of their ideas, acquire basic manage­
ment expertise and begin trading. As with 
the NEP, there are typically 16 participants 
in all with each cooperative represented by 
two participants. 

• Skill into Business: a 1 0-day programme 
for skilled or semi-skilled unemployed 
workers who wish to explore the possibility 
of using their skill to work for them­
selves. 

Several of these programmes boast good 
success records. For instance: 

• At the Scottish Business School, 'The 
NEP has completed five programmes and is 
currently in its sixth. Fifty-eight people have 
completed the programme, and started 38 
companies, employing approximately 200 
people at the last count'. 5 

Upon what does this success depend? What 
areas should small business start-up courses 
emphasize? Among those that have run 
these courses in the UK, it seems broadly 
agreed that emphasis should be placed upon 
the skills needed to develop an idea into a 
business including: idea-finding and valida­
tion; market identification, approach and 
entry; proposal development; costing and 
finance identification; and the basic sys­
tems, contracts and statutory requirements 
necessary to start and survive in business. 

Similar courses have been developed else­
where in Europe, e.g. in Denmark, Finland, 
Holland and Sweden. 

Two other recently developed start-up 
courses in the UK also merit mention. The 
first, a one-day course (fee UKL 25) devel­
oped by the Polytechnic of Central London, 
centres on the critical need to Find the Right 
Business Idea. When offered for the first 
time in May 1983, the course apparently met 
with a spectacular demand. 

The second course, recognizing the inher­
ent, but often overlooked potential of 
women as entrepreneurs, is called Women 
in Management. With the assistance of the 
Manpower Services Commission, it is being 
piloted at the University of Aston's Man­
agement Centre and aims to develop a 
practical understanding of the kinds of 
work managers do, build up skills in these 
areas of work and assist course members to 
develop new business ideas and to put them 
into practice. 

20 

Other initiatives 

While the UK would appear (at least at first 
glance) to have had the most experience in 
start-up courses, a number of initiatives are 
under way elsewhere in Europe. 

Three particularly interesting approaches 
would seem to be: 

• The Entrepreneurs' School, developed 
by the Swedish Management Group (a 
subsidiary of the Swedish Employers' Con­
federation). Through this initiative, new 
ideas and entrepreneurs are systematically 
sought out in large firms and then trained 
and helped in the start-up process. 

• A new course for would-be High Tech­
nology Entrepreneurs, recently designed by 
the Shannon Development Corporation in 
Ireland in cooperation with the National 
Institute for Higher Education. Run two 
evenings weekly over a six-month period, 
the course is aimed at middle and senior 
managers with the object of getting some of 
them to start firms in the high technology 
area. 6 

• The seemingly sophisticated Creation 
d'Entreprise programme offered both at 
Centre d'Enseignement Superieur des Af­
faires (CESA) in France. Some 12 pro­
grammes have been organized over the last 
six years leading to the creation of 105 
enterprises and 1 000 employees. The high 
success rate is thought to derive particularly 
from the candidate selection process which 
requires candidates to prepare written des­
criptions of their projects (including infor­
mation on their own personal background, 
product/market and financing proposals 
and information on progress to date) and, if 
this is approved, to attend a lengthy two to 
three hour interview. 7 

Basic education 

Several of the start-up programmes men­
tioned above would appear to indicate that 
'education for entrepreneurship' is indeed 
possible or, at least, that well-designed 
educational programmes can enhance and 
develop inherent entrepreneurial qualities. 
If this is the case, and if small firms can 
indeed play an important role in economic 
rejuvenation, should not 'education for 
entrepreneurship' start early? Should it not 
be integrated to primary and elementary 
schools curricula? Are not our basic educa­
tional systems far too frequently geared 

towards bureaucratic desk jobs and too 
infrequently towards the practical and cre­
ative. 

One interesting initiative designed to over­
come these criticisms is presently under way 
at the Durham University Business School 
in the United Kingdom. Sponsored by a 
large company, British Steel Industries Ltd, 
the aim is to produce 'enterprise' materials 
for use in schools and youth vocational 
training colleges. As its title 'Education for 
Enterprise' suggests, the object is not to 
produce another 'small business' course, 
but rather to use the simulation of a busi­
ness to systematically develop 'enterprise' 
abilities including creativity, imagination, 
independence, achievement orientation and 
analytical approaches. 

The stimulation of these types of abilities -
of entrepreneurial attitudes - is particular­
ly important. Traditional training ap­
proaches focusing on subject areas (ac­
counting, finance, marketing, selling, etc.) 
are insufficient if the climate, culture and 
entrepreneurial spirit so necessary to a 
successful small business sector is to be 
developed. 

As this brief article has tried to show, a good 
deal is going on. But if training can indeed 
benefit existing and potential entrepre­
neurs, more is needed. From an early age, 
children need to be taught to view a career as 
a small businessman as being every bit as 
worthwhile as that of a doctor, lawyer or 
teacher. Undergraduate and postgraduate 
business degree courses (the MBA, for 
instance) need to be reassessed: by and 
large, the training provided is still very 
much oriented towards employment in a 
large company. As yet, no European uni­
versity offers a business degree specializing 
in entrepreneurship. 

More is also needed to assist the develop­
ment of small high-technology firms. Gen­
erally, management trainers are still insuf­
ficiently informed and up to date with 
technological development: more 'training 
for trainers' is required if they are to be able 
to advise, train and counsel effectively in 
this area. More well-promoted growth pro­
grammes are also required: programmes 
aimed at combating the high death rates of 
small firms, particularly after one to three 
years of operation. 

And perhaps much more thought needs to 
be given to the methods used for getting 
small business training to the small busi­
nessmen. Conventionally organized courses 
are one approach: however, increasing 



attention is and should be given to other 
mechanisms - small business clubs, radio 
shows, phone-ins, TV programmes, distan­
ce learning, video and so on. Only a very 
small percentage of the market (in some 
countries probably less than 1 O?o is being 
reached at present: a whole variety of 
innovative and creative promotional tools 
and teaching methods needs to be develo­
ped. 

There is perhaps no better time than today's 
challenging economic climate to do this: to 
build upon the many interesting initiatives 
that have already begun, to augment and 

improve ex1stmg counselling and training 
programmes, and to develop, and continu­
ously monitor the new training skills, 
approaches and programmes required. 
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Experiments 
Vocational training undoubtedly has a sig­
nificant part to play in promoting the 
creation and supporting the development of 
small and medium-sized enterprises. In 
October 1983, CEDEFOP and the Commis­
sion of the European Communities held a 
seminar in Luxembourg on the problems of 
vocational training in small and me­
dium-sized enterprises. * 
Commissioner Ivor Richard, opening the 
seminar, stressed the importance of SMEs 
in the economic context of the Community 
today. One of the main problems is how to 
give them every possible support to facili­
tate their creation and growth. Mr Richard 
referred to the experimental actions that 
have been launched within the Community 

in an attempt to promote a European 
infrastructure for innovation.** 

Professor Burkardt Lutz, the Director of 
the Munich Institute of Social Research, 
introduced the working group session with a 
technical report in which he outlined the 
backdrop against which the issues of voca­
tional training implementing policies of 
support for SMEs should be viewed. 

The working groups concentrated on the 
following themes: 

initial training in SMEs; 
continuing training in SMEs; 
continuing training of SME executives and 
managers; 

Seminar on 'Vocational Training in Small and Medium Enterprises' Luxembourg, October 1983. 
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the role of training in the setting up of 
SMEs. 

The debate on these subjects was introduced 
by a report on certain experiments by 
agencies and institutions operating in Mem­
ber States. 

For fuller information on the seminar, the 
reader is referred to the proceedings to be 
published by CEDEFOP, but we feel that it 
may be of interest to publish some of the 
papers describing the experiments presented 
in the seminar. 

* Leader of the seminar, representing CEDEFOP: 
Mr Georges Dupont. 
** See article on the 'financing of innovation' in this 
issue. 



The year that has just ended was the year of 
small and medium-sized enterprises. It was 
also the year of alternance in the field of 
vocational training for young people and 
adults, although the event spilled over the 
year. The alternation of learning in the 
school and workplace is a response to the 
concern of teachers to ease the transition 
between school and working life and the 
desire of employers to make the move as 
brief as possible and obtain an immediate 
return from their investment in newly 
recruited personnel. 

This is a particularly acute problem for the 
heads of small and medium-sized enter­
prises, the SMEs, and their staff, whose 
internal training resources are limited by the 
lack of technical and teaching expertise. 

It is a problem that arises in all industrial 
countries, although some have fewer win­
ning cards than others. Belgium is one of the 
countries at a disadvantage, for many rea­
sons: 

D The minimum school leaving age was 
raised to 15 in 1983 and is being stepped up 
to 16 in 1984 and 17 in 1985. As a result, 
about 40 000 young people will be kept in 
the classroom who are reluctant to be there. 
The authorities in Belgium intend to make 
the workplace a location for training and to 
use alternance between school and work­
place as a training system for the 15 - 18 age 
group. 

D Leaving aside the 2.25 O?o of Belgian 
companies with a work force of more than 
100, almost all Belgian enterprises are small 
or medium-sized and are incapable of pro­
viding vocational training out of their own 

DR POL DEBA TY, ONEm technical adviser. 

In Belgium 
New manpower for SMEs 

Pol Debaty 

resources; they have to call on outside 
facilities set up by the Government, local 
authorities and trade associations. 

D Since 1977, companies with a workforce 
of 50 or more have been under an obligation 
to take in a number of young trainees, 
equivalent to 3 O?o of their workforce, for six 
months to a year. There are now 36 000 
such full-time or part-time trainees. To 
swell this group, there will be the 40 000 
pupils in their period of alternance training 
and a very large number of students in their 
last year of secondary education and final 
year of higher education for whom a period 
of work experience is essential in qualifying 
for the diplomas certifying their skills. This 
population of nearly 100 000 will be equi­
valent to almost 5 O?o of the total workforce 
of enterprises employing more than 50 
production and non-production workers, 
and their integration and the management 
of their instruction create a major problem. 
It was only natural, then, that the authori­
ties should have looked to the SMEs, of 

·whom there are so many, for help in 
broadening training efforts. At the same 
time, the authorities hope to back those 
efforts by action to promote employment. 

D Finally, it is now generally held that the 
only sector in which there will be a steady 
growth in employment will be in the SMEs, 
although the view is not always borne out in 
practice. This idea is still used as the starting 
point for many official measures designed 
to extend the action launched in larger 
companies to small businesses, often 
through the issue of regulations and alloca­
tion of relatively substantial funds. 

The colloquium organized jointly by 
CEDEFOP (European Centre for the 
Development of Vocational Training) and 

Dossier 

the European Economic Community in 
Luxembourg last October afforded an 
opportunity to present two such schemes in 
Belgium. One was introduced by the adult 
vocational training agency, Formation Pro­
fessionnelle des Adultes (FPA), the other by 
the national employment board, Office 
National de l'Emploi (ONEm). Let us out­
line these schemes. 

Training of SME managers 

A twofold observation provided the impe­
tus for the scheme: the small firm is reluc­
tant to use the services of staff with a higher 
level of education and training; and a 
person with higher education looking for 
employment is not prepared to work in 
a small firm or even a medium-sized com­
pany. 

How can these two worlds be brought 
together and their interests merged? How 
can the small firm be persuaded to employ a 
new kind of person who would bring fresh 
and invigorating blood into the enterprise? 
How can someone embarking on a career or 
seeking a new job be attracted towards the 
management of a small or medium-sized 
concern? 

The courses started up in 1978. On the 
French-speaking side, they took place in 
Brussels, Liege, Charleroi and Mons. On 
the Flemish-speaking side, they were held in 
Brussels, Ghent, Antwerp and Hasselt (Bel­
gian Limburg). Tables 1 and 2 give a 
breakdown of the 361 SMEs and the 373 
jobseekers covered by the French-speaking 
part of the scheme as of this time. It will be 
noted that 80 O?o of the firms employ fewer 
than 50 people and come within the defini-
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tion of small industrial or commercial enter­
prises. 

Three-quarters of the trainees had no work­
ing experience in SMEs. Their ages varied 
considerably: the intake ranged from young 
people fresh from school or university to 
engineers and economists (the largest 
group) and mature job applicants, mainly 
former executives in large enterprises who 
had been made redundant. 

The method of training was alternance. The 
theory was taught in specialist regional 
centres and applied in SMEs. The procedure 
was as follows: 

• Consultants operating at regional level 
and in close contact with SMEs working on 
interesting projects (new products, reorgan­
ization, an export drive, the introduction of 
information technology to production or fa 

(/) 

management work, etc.) sought out SMEs j 
that might take on a trainee. o 

"I 
,. , . 

• ONEm departments, in liaison with the 
consultants, briefed and selected job appli­
cants (engineers, economists, graduates in 
informatics and redundant executives, etc.) 
whose profile matched that of the staff 
needed to implement the projects being 

Once the period of computer euphoria - amounting in some cases to a craze - subsided, SMEs 
realized that it was not enough to buy hardware; they also needed to invest in new staff who could put 
the information technology to optimum use . 

developed by the SMEs. 

• The jobseekers first attended a course 
preparing them for the planning and imple­
mentation of the projects (four weeks' 
theoretical instruction in commercial, fi­
nancial and personnel management, infor­
matics, etc.). 

• Each trainee went to a firm to work on a 
project for four days a week over a ten week 
period. 

• On the fifth day of each of the ten 
weeks, trainees returned to the training 
centre for a joint review of their projects 
and any additional training that experience 
had shown was needed. 

• At the end of the practical period, the 
trainees, trainers and heads of SMEs met 
for a joint assessment of the results of the 
courses and progress with the projects. 

The main focus of this assessment was the 
outcome of the training process itself, 
which was very much tailor-made and 
designed with due allowance for the trai­
designed with due allowance for the train­
ee's vocational profile. In the case of some 
tunity to make good use of the knowledge 
and expertise they had acquired at universi­
ty or in previous job experience. For others, 
for example the engineers, it provided their 
first contact with, or an opportunity to 
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discover more about, company manage­
ment. 

For the ONEm officials, the placement of 
trainees was equally important, and the 
results of the courses were often summar­
ized by statistics on placements and jobs 
created in the host SMEs or in other SMEs 
with which the trainees had been in contact 
during the scheme (62 OJo of cases). 

Programmers/ analysts 
for SMEs 
The scheme developed in host SMEs is often 
linked with, if not explained by, the intro­
duction of new technology, essentially 
informatics, to production, administration 
and company management. 

Once the period of computer euphoria -
amounting in some cases to a craze -
subsided, SMEs realized that it was not 
enough to buy hardware; they also needed 
to invest in new staff who could put the 
information technology to optimum use 
through s.oftware applications at every 
level, including management level. 

Computer manufacturers themselves 
sounded the alarm, warning their SME 
customers against rushing in and buying 
sophisticated hardware without the staff to 
realize its potential and make it earn its 
keep. 

ONEm took advantage of the situation and 
helped these manufacturers and their cus-

tomers in the quest for computer program­
mers and analysts with the specific training 
to support SMEs in the computerization of 
their day-to-day work. 

Since it was in the interests of all the parties 
concerned, a strategy similar to the SME 
managers scheme we have already described 
was developed in conjunction with the 
computer manufacturers, • which placed 
their training centres and specialist trainers 
(plus their customer files) at ONEm's dis­
posal free of charge. 

The operation was also launched in 1978 
and is still going on very successfully in 
various regions of Belgium, with the train­
ing base in Brussels. 

We have been unable to give a breakdown 
of the SMEs involved by size and nature of 
their business, as we have done in the case of 
SME managers (Table 1). This is because 
the normal practice is for trainees to be 
seconded to various firms during the prac­
tical period or perhaps to work as a team 
under the leadership of an established ana­
lyst. Furthermore, the practical course in 
such cases takes longer, in some cases 
lasting up to five or six months. 

The restriction regarding the vocational 
profile of trainees in the course for SME 
managers was less relevant here, since the 
training provided in this course assumed no 
prior knowledge of the subject, although 
the trainees themselves had a higher stan­
dard of education. The course was designed 



to teach them an entirely new skill. These 
jobseekers had already been employed as 
engineers, economists or teachers of many 
subjects, but they wanted to embark on a 
new career in a working environment for 
which they had not been trained. 

Three-quarters of the trainees were under 30 
(Table 3) and had no experience of working 
in SMEs. Their theoretical instruction, 
then, was basic training rather than refresh­
er training or retraining. Nevertheless, with 
trainees of this calibre who had also under­
gone very rigorous screening by the comput­
er manufacturers themselves, the results 
could hardly fail to be excellent in every 
respect, including placement. 

Right from the start of the projects, apart 
from an occasional failure due to personal 
problems, all the trainees of this type 
acquired a training and found jobs for 
themselves. 

Here again, alternance between the training 
centre and companies proved to be an 
effective method of basic and more 
advanced vocational training. 

Rounding off the training 
in SMEs 

One factor common to the two cases des­
cribed is the nature of the target population 
of jobseekers. They are people who already 
have a high standard of education and 
training, acquired either at school or 
through working experience. For SMEs, 
then, this new staff is a special investment, 
if only because of the status they bring with 
them. 

Similar trials have been conducted under 
different circumstances with a more tradi­
tional type of staff for the secretarial, 
administrative and bookkeeping work of 
companies. 

The jobseekers are halfway through or 
nearing the end of a conventional vocation­
al training course organized by the ONEm 
agency, Formation Professionnelle des Ad­
ultes. They tend to have left school at the 
end of their secondary education with or 
without a school-leaving diploma and to 
have trained for secretarial work (as secre­
taries, shorthand typists, coding clerks, 
etc.) or accounting (mainly as bookkeep­
ers). 

Once these trainees have acquired a measure 
of theoretical skill, they can apply that skill 

on the job, often in a smaller company 
where they can be put to work on a greater 
variety of work to perform rather than the 
same routine tasks. This supplementary or 
final training may last up to four weeks in 
one SME, and it is not unusual for a trainee 
to be then taken on by the host company, 
although the main objective of the opera­
tion is to provide an opportunity for putting 
theoretical knowledge to practical use. 

In Liege, for example, in 1983 more than 
10 Ofo of such trainees stayed on with the 
SME in which they spent their work exper­
ience period and almost as many found 
employment as a result of being recom-

mended to a colleague by the head of their 
SME. This system of alternance between 
training centre and SMEs is to be extended 
in 1984, at least to all trainees without work 
experience. 

Under the third of the three schemes, the 
financial investment in training is small, 
since it consists of no more than an allo­
wance paid to the trainee, one benefit being 
that training centres can offer facilities to a 
larger number of applicants. With the two 
other schemes we have described, the pro­
blem is somewhat different. 
It costs BFR 101 500 (DM 5 078) to train an 
SME manager. This outlay is for theoretical 

Distribution of SMEs and trainees in French-speaking region 
(SME management) 

Table 1 - Small and medium-sized enterprises (361) 

~ 0-10 11-50 51-100 > 100 OJo 
r 

Industrial 8 122 33 26 52 

Commercial 30 42 6 3 22 

Service 32 37 6 1 21 

Other 3 13 - - 5 

% 20 59 12 9 100 

Table 2 - Trainees (313) 

~ < 25 25-30 30-40 > 40 % 
e 

No experience 52 22 - - 20 

No SME experience 14 94 43 50 54 

With SME experience 4 10 35 49 26 

% 19 34 21 26 100 

Table 3 - Distribution of 'programmer/analyst' trainees in French-speaking region (364) 

~ < 25 25-30 30-40 > 40 % . 

No experience 28 51 3 - 28 

No SME experience 215 88 75 11 51 

From teaching·profession 11 36 12 - 15 

With SME experience 4 15 5 - 6 

% 25 48 24 3 100 
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instruction, sub-contracted to specialist 
regional centres (24 OJo), per diem allow­
ances paid to trainees (59%) and fees to 
consultants for seeking out SMEs, defining 
the scheme and monitoring trainees' pro­
gress (17 %). The cost of training a pro­
grammer/analyst for work in SMEs ranges 
from BFR 112 000 to BFR 167 000 (DM 
5 600- 8 350) depending on the duration of 
the practical part of the course. This con­
sists solely of the allowances paid to train­
ees, since the computer manufacturers do 
not charge for the services of their train­
ers. 

In assessing the results of the schemes, a 
distinction must be made between the train­
ing objective and the placement objective. 

Some SMEs are valuable training grounds 
in that they offer scope for interesting 
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research but cannot offer any job opportu­
nities, while others may be more conven­
tional in terms of the training projects that 
are feasible (the introduction of informa­
tion technology) but can provide employ­
ment. 

This is the reason for the high success rate in 
placing programmers/ analysts (95 % to 
100 %) and the more modest success in 
placing managers in PMEs (60% to 70%, 
depending on the region and year). 

The fact remains that this combination of 
training and placement objectives, together 
with the obligation of finding work quickly 
for as many people as possible, sometimes 
makes it difficult to choose betwe~n SMEs, 
a growing number of which would like to 
take part in the schemes. 

It is a matter of regret that so few women 
apply for this kind of training. Only 18% of 
the programmer/analysts and 12% of SME 
managers are women, even though women 
outnumber men two to one in the group of 
job applicants with a higher standard of 
education and training. 

One final comment: the authorities are 
displaying great interest in the arrangement. 
New regulations are now being brought out 
to extend the use of SMEs as training 
grounds and as areas of job creation. These 
regulations are embodied in what is to be 
Royal Decree 123, which the Ministry of 
Employment has just completed. 

It may be assumed, then, that the arrange­
ment that has been developed will now be 
broadened and come into even wider use. 
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Purpose of the project: To provide those 
starting up in business with a better basis for 
their new activities. The target group for the 
project is people who are thinking of start­
ing their own manufacturing or craft busi­
ness in Arhus County. 

Project-description 

There is no specific training for new busi­
nessmen in Denmark; nor are any special 
requirements imposed regarding special 
training for new businessmen - except for 
certain chartered professions. This is per­
haps the reason why the failure rate among 
new businesses is very high. However, the 
failure rate can be reduced by ensuring that 
those who are starting up in business for the 
first time are better prepared to run their 
own business. The failure rate can be 
reduced also by making a selection from 
amongst the new businessmen, weeding out 
the worst. 

Many authorities and organizations have 
become active in the business start-up 
sphere in recent years; but their efforts are 
often uncoordinated with other measures, 
making it difficult for the new businessman 
to get his bearings. The work has been much 
better coordinated in Arhus County than in 
the rest of Denmark, thanks to the active 
role played by the county-borough auth­
ority. 

• The project is financed by Arhus county-borough 
authority and by the Technology Council. 

NIELS RAVN, Ivrerksrettercentret, Jutland Institute of 
Technology, Arhus. 

In Denmark 
Business start-up courses in 
Arhus County* 

Niels Ravn 

In 1979 cooperation began between the 
authority and the Jutland Institute of Tech­
nology, in conducting a business start-up 
course, and since then 25 courses have been 
held in different places in the county, the 
number of participants in which has passed 
the 500-mark. The county-borough author­
ity set up, in 1981, a special business 
start-up group of four persons who have 
been coordinating new-business activity in 
the county in close cooperation with the 
Jutland Institute of Technology. 

Business start-up courses are held over a 
week-end and on four single evenings with a 
one-week interval between them. The 
courses have to be held outside normal 
working hours, because the majority, by 
far, of the participants have a job to attend 
to during the day. However, the county has 
held special daytime business start-up 
courses for people not in gainful employ­
ment. 

The courses are held in the larger towns in 
the county, as local involvement has proved 
to be most effective. The participants are 
required to meet a local group of trainers on 
whom they can draw when their new busi­
nesses are actually being established. 

The courses are annoJ.mced informally in 
the local weekly newspapers and they also 
get editorial mention in local dailies where 
possible. The different courses are usually 
heavily over-subscribed and we therefore 
have to make a selection on the basis of the 
information contained in the enrolment 
forms. It is considered important to include 
people who have a craft or manufacturing 
business and we also take into account age, 
experience, trade or branch of industry and 
the financial situation of the business-start­
er. Participants must not previously have 

had a business of their own; but it does not 
matter if the business is being run on a 
spare-time basis. 

Not many women enrol on the courses and 
most of those who do are wives helping in 
their husband's business. If several people 
are starting a business together, we like to 
have all of them on the course. 

When the selection has been made, those 
who have been weeded out are informed of 
their rejection in writing; but this notifica­
tion is always accompanied by an offer of 
individual advice from the county's busi­
ness start-up group. 

The Jutland Institute of Technology under­
takes to lead the different courses, instruct 
teaching staff and deal with any practical 
problems. The local teaching staff who are 
to take part consists of a lawyer, an accoun­
tant, a salesman, a local bank representative 
and a successful, local business­
starter. 

The 15-20 participants on the course meet 
the trainers for an overnight stay at an 
hotel, from 6 p.m. on the Friday evening 
until after breakfast on the Saturday. This 
stay gets participants and trainers together 
and 'breaks the ice', so to speak, producing 
a very open and trusting atmosphere during 
the remainder of the course and enabling 
the instruction to take its starting-point 
from the special problems of the individual 
participants. 

A start is made with lunch, followed by a 
film on business-starters, prepared with the 
support of the Technology Council. The 
successful, local business-starter is then in 
the 'hot seat' and talks about his own 
problems in starting and running a new 
business; then, after a round of questions, 
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the trainers introduce themselves and the 
evening ends with a light meal and an 
informal get-together. 

On the Saturday morning, the participants 
are interviewed thoroughly concerning their 
plans. A relaxed atmosphere is created at 
this time, so that the individual participants 
are not afraid to talk about their financial 
and personal circumstances. The purpose of 
the interviews is to ensure that the trainers 
are able to take individual considerations 
into account in their instruction later on; 
but they also enable us to select two of the 
projects to work on outside the course-situ­
ations (more about this later). After break­
fast, the participants go home, taking with 
them special instructional material, which 
has likewise been prepared with the support 
of the Technology Council. The material is 
written in down-to-earth language and is 
interspersed with a number of informal 
illustrations. It is divided into sections cor­
responding to the respective areas of 
instruction given by the different trainers. 

When a good week has elapsed, participants 
and trainers meet again, from 6 p.m. to 10 
p.m. The main subject is law and the lawyer 
discusses forms of legal liability and types 
of businesses, etc. The following week, the 
accountant and the bank representative are 
in the 'hot seat' for questions, etc., the most 
important topics being those such as bud­
gets and credit-worthiness. The third even­
ing is devoted to marketing - one of the 
most difficult areas for a new business -
and the final evening is for discussion of 
assistance-schemes for business-starters, 
but the main item is the two previously-sel­
ected projects, which have been prepared 
outside the course by the accountant, with 
the necessary support from the lawyer and 
the salesman. Specifications and descrip­
tions, sales plans and budgets will have been 
drawn up and the two projects are now 
submitted to the banks representative, while 
all of the participants watch and listen to the 
discussion - which otherwise takes place in 
private. Of course, the intention is that the 
bank shall approve the two projects - and 
this is what has happened so far, fortunate­
ly. Thus, two new businesses are produced 
from each business start-up course, at any 
rate. 

On the final evening, the course-partici­
pants submit a written evaluation of the 
course and to round things off there is a 
little festivity - to celebrate the two new 
businesses, among other reasons. The 
course is now over; but the participants are 
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offered various forms of follow-up assis­
tance, partly from Arhus county authority 
and partly from the Jutland Institute of 
Technology. 

Business start-up courses in Arhus County 
are free of charge. The county authority has 
carried out several surveys of the effect of 
the courses·. The last survey covered 16 
courses held in the years 1979-82, on which 
there were upwards of 300 participants, 
who completed a questionnaire sent out to 
them. 

The 300 or so participants started a total of 
122 new businesses, with 429 new jobs. 36 of 
the businesses, with 106 employees, were 
started before or during the courses. The 
county-borough authority is rightly proud 
of these results at a time of high unemploy­
ment. However, the business-starters them­
selves think well of the courses, too; the 
following replies are typical: 

• I came to believe that I could start on my 
own. 

• The course was a good addition to my 
own education and training. It was good 
and down-to-earth, easy to grasp and not 
too theoretical. 

• It was very beneficial to talk with others 
in the same situation. 
• Without the help which the trainers gave 
us - and are still giving us - we would not 
have got so far as we have today. 

21 participants (7 OJo) replied that the course 
had made it clear that they should not start 
and we believe that these saved themselves 
many problems by not starting up in busi­
ness. The following are a few of the com­
ments made by the 21 who abandoned the 
idea: 

• I could not fully grasp all of the pro­
blems that starting up would involve. 

• A market survey showed that I did not 
have enough of a basis to work with. 

• The course showed me that I do not have 
the necessary interest and commitment to 
start. 

The survey showed also that the remaining 
participants who did not start on their own 
and have not abandoned the idea have by no 
means lost heart. Many of them are improv­
ing their projects or waiting for better times, 
so several of them will certainly start a 
business at some time in the future. 

The typical business-starter from the course 
is male, 25-40 years old, skilled in a trade, 
has had two or three different jobs in the 

trade or industry in which he started later -
and his credit-worthiness is not very good! 
The business-starter sets up in very tradi­
tional businesses and is weak in marketing 
and administration. He is optimistic and 
looks forward to getting his 'feet under his 
own table', anticipating not so much pro­
blems as tasks that have to be done. 

The follow-up assistance offered by Arhus 
County to course-participants is concen­
trated upon those who are starting their own 
business. They are invited to attend a 
follow-up course which is held once a year. 
The starting-point is the problems of the 
new business, in a course which extends 
over four evenings, with one-week inter­
vals. At the end of the course we try to set up 
special ERF A-groups (for exchanging ex­
periences), in which the participants meet at 
regular intervals to discuss common pro­
blems - often with a guest from outside to 
introduce the discussion. These activities 
(course and ERFA-groups) are organized 
and held by the county's business start-up 
group in collaboration with the Jutland 
Institute of Technology. In addition, the 
county group is able to offer individual 
guidance to both those who are starting a 
business and those who have not yet started. 
All of this assistance is free for the busi­
ness-starters. The county group also issues 
an informations leaflet on starting-pro­
blems. 

The Jutland Institute of Technology has a 
new business start-up centre which enables 
it to give special assistance to people who 
are starting a particular manufacturing 
business. Thanks to financial assistance 
from the Technology Council, advice is 
given at a greatly reduced price. The assis­
tance is given to the Etableringstjeneste 
(Business start-up service), as it is called, 
which exists at both the Institute of Tech­
nology in Copenhagen and at the business 
start-up centre at the Jutland Institute of 
Technology. 

The Technology Council has also provided 
support for the preparation of three 
start-up guides for specific trades or indus­
tries, and a number of other activities will 
probably be assisted in 1984. 

It must be mentioned that people starting up 
in business in Denmark have facilities for 
borrowing on particularly favourable terms 
from a public lending institution. Several 
finance houses and banks have in recent 
years established funds with high-risk capi­
tal for new and expanding small businesses, 



enabling the great majority of good ideas to 
be financed without any major problems. 
Assistance-schemes on favourable terms 
exist also for product development. 

Several borough and county authorities are 
expected to become very active in the busi­
ness start-up sphere in the future, and trades 
councils, financial institutions, local asso­
ciations and advisers are also interested in 
this sphere. As already mentioned, it may be 

difficult, therefore, for business-starters to 
get their bearings and it will be necessary to 
get all of these activities coordinated and 
appraised, so that those starting in business 
- the most important 'raw material' there 
is - are really helped in the best possible 
way. 

The situation for business-starters in Den­
mark is not unique; but our experience with 
courses and other assistancemeasures can 

certainly be used in the other countries of 
the Community. Conversely, we can gain 
further inspiration from the activities in 
progress in the other Member States. There 
is a need for a survey to be made of these 
activities, to enable ideas to be passed on 
and adapted to suit the start-up situation in 
other places. We will gladly cooperate in a 
survey of this kind and exchange of exper­
ience in the business start-up sphere within 
the EC. 
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Capital of the Gauls, the site of internation­
al trade fairs, the cradle of leading manu­
facturing and service industry groups: the 
region of Lyons has lived through times in 
which its influence has been far-reaching. 
The principal city of the region is Lyons. 
Over the past ten years, the region's strategy 
of growth has helped to develop new 
strengths, all of them high technolo­
gy-oriented (nuclear engineering, fine 
chemicals and pharmaceuticals, electron­
ics), adding to its already substantial poten­
tial for the provision of services to business 
and industry. This economic transforma­
tion is being backed by the recent or current 
creation of new infrastructure, for example 
an airport and exhibition ground. A point 
to note is that 97.3 OJo of companies there 
have fewer than 49 employees, providing 
jobs for 46 OJo of all those employed in the 
region and accounting for 11.2 OJo of nation­
al employment. The local rate of unemploy­
ment is 6.5 OJo, with young people making up 
36 OJo of the unemployed. 

Right in the heart of this region, the Lyons 
Chamber of Commerce and Industry is a 
public sector institution whose driving force 
is its Assembly. The members of this sel­
ected body, as well as its president, are 
drawn from the heads of undertakings in 
the area. The Chamber of Commerce makes 
its voice heard on any subject associated 
with the economy of the Lyons region. 

The Lyons Chamber of Commerce also has 
a team of technical advisers supporting 

JEAN BRUNET LECOMTE, Head of Delegation 
Lyons Chamber of Commerce and Industry 
Delegation a Ia Formation Continue eta l'Emploi . 
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employers by the prov1s1on of expertise. 
The team helps to create, promote and 
administer numerous facilities. In the edu­
cational and training field, it makes a major 
contribution towards continuing training 
and vocational integration by proposing 
many schemes to local companies and 
above all - in the domain of training - by 
running a business college. It also encou­
rages research on management through the 
international research centre of Ecully. 

To foster basic and continuing vocational 
training, especially in SMEs, the Lyons 
Chamber of Commerce has set up the 
'Delegation a Ia Formation Continue et a 
l'Emploi', whose terms of reference are to 
provide technical support in the fields of 
continuing education and training to SMEs, 
few of which are in a position to set up their 
own specialist training departments. The 
Delegation is entirely independent of train­
ing centres. Its mission is not to 'sell' 
training schemes but to: 

• listen carefully to employers' needs; 

• analyse those needs in the light of an 
overall diagnosis of the company in ques­
tion; 

• determine, together with the employer, 
the most appropriate training solutions. 

When it has completed this procedure, the 
Delegation suggests services that would help 
SMEs to implement training for their 
employees and recruit new manpower. 

In the course of its regular contacts, the 
Delegation has built up a very detailed 
knowledge of SMEs, especially those 
employing fewer than 200 people. We feel 
that a profile of their salient features would 
be helpful as it throws light on the context 
for our efforts. 

Normally SMEs are identified by two indi­
cators: turnover and work force. In prac­
tice, however, these variables cannot be 
used as absolute criteria. One company may 
employ the same number of people as 
another but its turnover may place it in an 
entirely different category, depending on its 
line of business. Turnover, then, is not a 
logical basis for identification, as there 
appears to be no causal relationship 
between this element and SME status. Size 
is an indicator in more common use. At 
international level, the minimum and ma­
ximum work forces qualifying a company 
as coming under the SME heading are 10 
and 500. Here again, however, the variable 
signifies only a stage of growth and is a 
result of being an SME rather than the 
essential element. 

The starting point must be the factor on 
which an enterprise in a market economy is 
founded: capital. It is characteristic of SME 
capital that it is owned by an individual or 
family. In all likelihood, the largest amount 
of own capital that a single person can 
control is about 8 million francs. Rather 
than using the term 'SME', it might be more 
helpful to define such a firm as an indepen­
dent enterprise in whose capital the princi­
pal has a majority holding. 

As an extension of this preliminary 
approach, our knowledge of SMEs has led 
us to take three determining factors into 
account in looking at their performance in 
the management of human resources: 

• their capacity to innovate; 
• their internal organization; 
• their concern for independence. 



Innovation is not always the strong point of 
such an enterprise. Its ability to innovate is 
strongly influenced by the nature of its 
business and organizational resources, in 
particular its potential technical expertise. 
The original input of know-how comes 
from the entrepreneur, and it tends to 
determine the limitations of the enterprise 
and make it harder to acquire or incorpo­
rate fresh expertise. 

Looking at the internal organization of such 
undertakings, management structure is 
usually centralized, using members of the 
family in a manner that achieves the aim of 
independence. The style of management is 
also highly personal. It is a type of organi­
zation that holds few attractions for com­
petent outsiders and their integration is 
always difficult. 

Finally, such undertakings are very con­
cerned to retain their independence - to 
such a point that they rank it higher than 
growth. All heads of SMEs are afraid of 
losing control of their business, an appre­
hension that places a considerable limita­
tion on the acquisition of outside financial 
resources and the integration of new staff 
who might well be ambitious to take over 
responsibility. 

If a simplification is acceptable, it is the 
quality of 'independence and centraliza­
tion' that best characterizes the 'average' 
behaviour of heads of SMEs. This quality 
has two aspects of concern to us: it means 
that they have little motivation for continu-

ing training for staff and that they display 
extreme caution in taking on new personnel 
who might bring in complementary skills. 

Vocational integration 

Of the many schemes set up by the Lyons 
Chamber of Commerce, we shall describe 
its work in vocational integration as a 
practical illustration of the way an SME can 
evolve by training and integrating new staff. 
This type of scheme can be defined as a 
method of gradually incorporating the per­
sonnel a small company needs for its devel­
opment. Using this method, it can add to its 
human potential, and therefore its ability to 
innovate and adapt, while helping to satisfy 
the local need for jobs, especially among 
young people. While respecting the specific 
nature of such SMEs, the schemes were 
designed in the light of five guidelines: 

• Firms confronted with a similar pro­
blem in a specific field are brought together. 
The problem may be the introduction of 
computers, the development of marketing 
capacity, technological innovation, etc. In 
short, the SMEs and their heads have come 
to a threshold which they must cross. 

• The problem is defined with due regard 
to the pattern of growth in each enterprise, 
The situation is diagnosed, the objectives 
being pursued are defined and the specific 
resources needed to achieve those objectives 
are clarified, and the selected solution is 
then tested. 

All heads of SMEs are afraid of losing control of their business. 

• The undertaking is involved in the train­
ing so that it is committed towards an 
evolution which will be based on the acqui­
sition of expertise and a process of learning 
how to change. 

• Jobseekers are gradually trained or 
retrained for integration by alternance; the 
theory is taught at a training centre and is 
then put to immediate practical use in the 

• Financial support is channelled to the 
scheme to overcome the hurdles created by 
cash flow difficulties, at least during the 
period of integration. 

These five key ideas are the basis for the 
introduction of new manpower and for 
gently guiding the undertaking forward. 

Another good illustration of this type of 
action is a recent technical/marketing 
scheme. The target companies were 30 
'centralizing and independent' type of 
SMEs employing a maximum of 100 people; 
50 O!o were industrial concerns, 40% oper­
ated in the wholesaling trade and 10% were 
in the service sector. Faced with growing 
competition, they wanted to expand their 
marketing and find new market outlets. 

The aim of the scheme was to set up a 
project for the training and integration of 
technical salesmen in the firms concerned. 
Bearing in mind the structure of the target 
firms and their objectives, the role of the 
Delegation was to act in an advisory capac­
ity, in the following three stages: 

• The conduct of a full diagnosis of each 
firm's marketing to highlight the strengths 
and weaknesses of its sales organization so 
that plans could be drawn up to support 
recruitment and structure its marketing 
efforts. 

• Definition of jobs and job profiles for 
more effective recruitment. 

• Monitoring progress with the integra­
tion of young recruits by regular discussions 
within the firm and by implementing sup­
port plans, with special help in the defini­
tion of marketing management methods, 
objectives and strategy, organizing sales 
teams and setting up the sales structure and 
management. 

Under this operation, young people 
received alternance training, a symbiosis of 
theory and general learning on the one hand 
and practical learning on the other. They 
spent 250 hours in the training centre and 
250 hours in the workplace. 
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The course had four main themes: course: 
the salesman's environment and marketing 
principles; sales methods; the main manage­
ment tools; and how best to organize one's 
own work. 

There were 32 young job applicants benefit­
ing from this operation. Right from the 
start of the project, they were attached to 
the company under a special type of con­
tract: a 'contract of employment and train­
ing' which states a specific period of train­
ing and the grant payable to the employer 
out of public funds. The educational 
requirement was the baccalaureate and the 
age range of the young people was 22 to 
26. 
The financial arrangement is that employers 
bear 40 OJo of the cost and 60 OJo is contri­
buted by the State and the Chamber of 
Commerce. The training itself accounts for 
45 OJo of the cost of the project, advisory 
services 25 OJo and the wages paid to trainees 
during the period of training 30 OJo. In this 
case, 75 OJo of the trainees have found 
permanent work in the company in which 
they trained and 95 OJo of them are still 
working in the same career today. 

In the course of a two-year programme 
along these lines, 160 jobseekers have been 
placed in SMEs through training schemes 
for 'computer management assistants', 'as­
sistants to SME managers', 'retail sales 
staff', 'cooks' and 'programmers'. 

During all these efforts, we have identified 
four main problem areas: 
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D The collective nature of these operations 
is an incentive for creating and pooling 
resources and helps to economize, but it 
also creates difficulties for the agency 
involved in that companies not merely with 
similar problems but also with the same 
specific approach to those problems have to 
be brought together at the same time. For 
the individual companies, this places a 
constraint on progress with their plans and 
on training. 

D The search for job applicants for the 
careers offered is complicated by the young 
people's lack of knowledge about the com­
panies and work involved. Preliminary 
briefing and even career guidance are often 
needed. An additional factor that relates 
essentially to young people is that they seem 
to be better motivated to train than to work 
something that affects their integration i~ 
the company. 

D Alternance methods are based on the 
assumption that the company can provide 
high quality instruction that will place the 
trainee on a good footing. Although SMEs 
have always provided training, it should be 
borne in mind that the projects on which 
they are embarking are in new fields for 
them. It is often vital to help the employer 
by providing a short, purpose-made train­
ing course, not just as a support in its 
training role but also to help the company 
itself make progress. The learning process 
also calls for a degree of consultation to 
which neither trainers nor employers are 

accustomed, especially as employers are 
often self-taught. 

D Finally, there must be a firm resolve and 
adequate management capacity on the 
employer's side if young people are to find 
permanent employment in the company and 
if the company is to expand. Once again, it 
seems that support is the decisive factor. 

Because of the problem of youth unemploy­
ment and the fact that young people's initial 
training may be inadequate in the light of 
the real needs of the economy, vocational 
integration is of growing importance and is 
a continuing and long-term project. The 
economic and social potential of SMEs 
singles them out as one of the best targets 
for such integration. 

In the light of an analysis of the effective­
ness of integration efforts, we suggest 
schemes based on the principle of alter­
nonce, involvement of the companies in the 
process and a contract of employment for 
the young people who have been trained. 

In the case of SMEs, a specific environment 
which lacks specialist facilities, advisory 
support should be planned to help set up 
such schemes and to assist companies in 
overcoming the problems raised by the 
introduction of a skill - often a new skill -
by integrating young people. 

Whether this type of project can be trans­
ferred to other situations and can be devel­
oped depends, we feel, to a great extent on 
the adoption of such an approach and the 
existence of resources to back it up. 



In Ireland we have very good reason to 
concentrate our training efforts in the area 
of small firms. Not only is Ireland a small 
country, it is also a small enterprise coun­
try. 

96 OJo of all firms in Ireland employ 50 
people or less. So we are essentially a nation 
of small businesses. 

I believe that new technology, and specifi­
cally computer technology has a large role 
to play in training for small businesses. I 
intend in this article to give my reasons for 
that assertion and to use one specific piece 
of computerized training as an example of 
this approach. 

In 1982 An CO decided to carry out a survey 
of small businesses throughout Ireland. The 
idea was to establish the main problem areas 
they experienced and their perception of 
how well we helped. 

Interestingly enough we did not just inter­
view people in the small businesses them­
selves, we also interviewed the banks, the 
trade associations and the relevant govern­
ment agencies. We wanted to end up with 
more than a subjective perception by small 
business people of their own problems. By 
interviewing the others involved we felt we 
could get closer to the objective truth. 

As it turned out, there was a greater con­
sensus between both groups. 

The results in relation to the main problem 
areas are enlightening. 88 OJo of responses 
specified marketing as a major problem 
area for the small enterprise: 
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830Jo said finance was a big problem; 
68 OJo indicated the area of product develop­
ment; 
500Jo said planning was a major problem; 
and 
570Jo highlighted the area of dealing with 
State agencies. 

These results represented the feelings of the 
small business sector. The problems didn't 
surprise us. But the extent of the problems 
was surprising. Approximately 48 000 firms 
with 300 000 employees are involved here. 
For well over three-quarters of them, mar­
keting and finance were the major prob­
lems. They then had to be the priority areas 
for AnCO help. 

In relation to our own services to them, the 
survey told us we simply were not visible 
enough on the small firm's horizon. They 
did not know enough about what we already 
had to offer them. You remember over 
500Jo, over half of the responses, mentioned 
major difficulties in dealing with State 
bodies. We were perhaps suffering from 
being seen as one more state entity. Too big 
to be relevant to them. 

So here was one area to improve imme­
diately. We could actually improve our own 
visibility and work on the major problem 
areas at the same time. The logic was 
simple. Rather than waiting to grant aid to 
formal courses, we could help on a 
day-to-day basis in three ways. 

One was to increase the activity of training 
advisers within small companies. We assign 
an adviser to a company where he spends 
one day a month, over six to eight months. 
This can give the necessary impetus to solve 
the marketing and financial problems. 
Apart from offering effective assistance 
and advice, the very act of visiting and 

meeting on a monthly basis can be a big 
help. Because an outsider is coming in 
regularly, planning becomes more impor­
tant. There is a natural tendency to struc­
ture information and reports in a clearer 
way if someone from outside the company 
is going to sit down and go through them 
with you. 

The second development was the introduc­
tion of a small company training hot-line. 
We advertise widely the availability of 
immediate training help at the end of a 
phone. Small companies hate bureaucracy 
as our survey showed. The hot-line was our 
way of proving that we aren't too tied up in 
red tape. 

Thirdly, we reckoned that many marketing 
and finance problems could be helped by 
the wisdom of people experienced in res­
ponsibility. 

This is particularly true where an enterprise 
is strong on enthusiasm, yet weak with 
regard to the managing of a business. We 
encouraged experienced managers to come 
out of retirement to help train developing 
enterprises. It is a part-time job for the 
ex-executive which is usually enjoyable. For 
the company, the voice of cool experience is 
close at hand, not simply as a problem-solv­
er but as someone who leaves their exper­
ience with the company in the form of 
training. 

That too has proved a highly acceptable 
response to the situation of small firms. 

The contact is informal enough not to be 
too daunting for either party. 

These three approaches, the An CO training 
adviser, the hot-line and the retired execu­
tive trainer are all designed to suit the 
demands of the small firm situation. They 
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have a lot in common, which gives them 
their strength. 

Firstly, they put the emphasis on informal­
ity of communication. 

Secondly, the emphasis is on specific prob­
lem-solving rather than the teaching of wide 
principles which the learner must then 
adopt to his or her own situation. I suppose 
this aspect simply reflects the tendency for 
small business people to be more interested 
in solving specific problems rather than 
academic debate. The training is related to a 
clear company problem. So its relevance is 
never in question. Also its success or failure 
can be quickly assessed. 

Thirdly, all three approaches give help in a 
secure atmosphere. I recognize a certain 
lack of willingness to share in many Irish 
small business people. They do not want to 
share their level of ignorance with a big 
group. They would sometimes continue to 
suffer a problem in preference to admitting 
it before a group of their peers. 

It is another real problem for formal 
courses which gather people together from 
different companies. The real specific prob­
lems may never come up because of mis­
placed pride or a fear of embarrassment. 

Sometimes too there is an over-developed 
sense of the need for confidentiality. This 
may be a particular Irish trait - but I doubt 
it. So our three approaches help here too. 
They keep the training problem between a 
couple of people and therefore there is not a 
great possibility of a loss of face. 

Fourthly and lastly, the other common 
element in these approaches is that the 
training physically comes to the firm and 
not vice versa. 

It is these same four factors: 

Informality; 
Specific problem solving; 
Privacy; 
Proximity. 

They are the factors which influenced us to 
invest in the development of a comput­
er-based training course. By using the com­
puter as a trainer we felt trainees could train 
at their own pace and in their own time. 
They could do so in total privacy, once they 
could cope with the hardware. And the 
hardware could come to them. 

First let us describe computer-based 
training: 

Computer-based training is really a way of 
presenting information to a trainee and 
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enabling the trainee to respond to prompts 
or instructions displayed on the computer 
screen as the trainee progresses through the 
course. The computer analyses the answers 
and gives immediate feedback. 

Some advantages of computer based train­
ing are as follows: 

• There is a high training motivation; 

• The individual interacts with the com­
puter and the instruction is self-paced and 
individualized; 

• Learning times are reduced; 

• The approach is cost competitive for 
topics with a large audience. 

However, there were two major challenges 
to this approach for small companies. 
Would a computer be acceptable as a 
training tool for the small business person, 
or would they find it even more daunting 
than the large formal course? Secondly, 
would a computer-based course be specific 
enough to be seen as a direct way of helping 
a learner with his/her specific problem 
situation? 

We dealt with the second challenge by 
picking for our first pilot project a course 
area that was highly factual and a widely­
perceived problem area - the area of 
company finance. 

The first challenge was the fear of the 
equipment itself. We really could only wait 
and see. But we did recognize the problem 

by including, as stage one of the course, an 
introduction to the use of the computer 
keyboard. So, we began a pilot course on 
company finance, designed by AnCO, in 
conjunction with Digital Equipment Cor­
poration. The target audience were manag­
ers and owners of small businesses who 
wanted to understand and appreciate finan­
cial information related to their own busi­
nesses. 

It begins with an introduction to the key­
board. In this module the objective is not 
for the learner to get to know every button, 
every facility on the keyboard. It is simply 
to familiarize him with the buttons relevant 
to this programme. 

After a short introduction to business 
finance the course then is divided into the 
two main sections, namely records and final 
accounts. Under these headings the main 
body of the course is divided into six 
modules. 

The record section is divided into docu­
ments, books of accounts and double entry 
bookkeeping. The course explains the var­
ious documents and books of accounts and 
the trainee is required to do a number of 
exercises in bookkeeping. 

We then move into the final accounts 
section which covers the trading account, 
profit and loss account and balance sheet. 
The course is menu driven which means that 
the trainee is regularly presented with a 



number of choices and he/she makes their 
own selection. The pace of the course is 
controlled by the trainee and is approxi­
mately 12 hours in duration. The initial 
menu asks which module the trainee 
requires. One may start at the beginning or 
middle. One can take the post test at the end 
of each module to see if one should take the 
module. 

The programme makes use of graphics to 
emphasize different points, for example: 

• The difference between manual systems 
and computers; 

• The different record systems, books, 
cards, computers; 

• To demonstrate the method of calculat­
ing closing stock - e.g. opening stock plus 
purchases, minus sales. 

In developing computer-based training the 
following is required: 

• Professional team (design/development 
experts and subject matter experts); 

• 150 hours of development time for each 
hour of training time; 

• High front-end investment. 

The · development of authoring languages 
provides the possibility for non computer 
programmers (e.g. trainers) to develop and 
input their own lesson material into the 
computer without any expert assistance. 

Another advantage of authoring languages 
is that they increase courses' development 
productivity. Because of their English (like 
commands and simple operating rules) it is 
possible to achieve results which if pro­
grammed in a conventional language such 
as Basic or Pascal, would take many times 
longer. A more recent development in this 
area, which has the objective of making 
computer-based training available to an 
even wider body of trainers and further 
increasing development productivity, is the 
emergence of 'authoring systems'. These 
require no programming at all, but rather 
by asking questions of the author, deter­
mine what type of lesson he wants to 
construct and do it automatically for him. 
All the author has to do is supply the subject 
matter material. 

I believe that the area of computer-based 
training will be of great benefit to the 
small/medium enterprises and indeed large 
firms in the future and will add a new 
dimension both for management training 
and the training of all employees. 

In addition to the finance course mentioned 
above AnCO is presently developing 
courses in the following areas: 

• Introduction to robotics; 

• Costing and budgeting; 

• Hydraulics and pneumatics; 

• Welding technology; 

• Problem-solving and decision­
making. 

The computer is just one tool in the use of 
technology to make training more accessi­
ble and more attractive. We are presently 
developing training packages on the sub­
jects of marketing and quality control again 
oriented to small firms. For these subjects 
we are using audio tapes, video tapes and 
work books, a different open-learning tech­
nique. 

Really, what we are learning is that it is not 
enough to have good books available from a 
library, or to have good group training 
courses. For small companies we need to 
bridge the gap between the knowledge and 
the trainee in new ways. We need to give 
people access to information on their prem­
ises, in a planned way, to enable them to fit 
their table in an unthreatening atmosphere. 
Computers are becoming an integral part of 
business at every level, so it seems logical to 
get the best from them for training applica­
tions. 

For this reason I would recommend the 
establishment of a liaison group representa­
tive of the training organizations of all the 
Community countries who would meet reg­
ularly and exchange information on the 
subject of technology as a training method 
for small businesses. 
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The crafts industry in Scotland is an impor­
tant source of employment and economic 
activity, particularly in rural areas such as 
the Highlands and Islands where employ­
ment opportunities are limited and new 
forms of viable commercial activity -
especially manufacturing - are difficult to 
sustain. There are over 1 300 businesses 
known to be operating in the industry with 
an estimated annual turnover in excess of 
UKL 33 million; the main contributors to 
sales and employment are in the categories 
of ceramics, knitwear, jewellery and woven 
textiles. Although total employment is esti­
mated at between 9 000 and 11 000, most 
individual businesses are small: 40 lt!o 
employ only one person and over 80 lt!o 
employ fewer than 10 people. The industry 
is dominated by businesses that are oper­
ated on a 'sole trader' or 'partnership' basis 
and only 12% are 'limited companies'. 
There are also cooperatives, some with an 
exclusive manufacturing concern - most 
commonly in knitwear - while others 
include crafts manufacture within their wid­
er cooperative functions. 

The economic significance of the industry 
lies in the relationship between employment 
in crafts and the distribution of Scotland's 
population. While 80% of Scotland's pop­
ulation is concentrated within the central 
belt, the incidence of crafts employment is 
significantly high in rural areas. The High­
lands and Islands for instance has only 5 % 
of Scotland's total employment, yet over 
40% of the country's crafts employment. 
The reasons for this bias include personal 

DAVID PIRNIE, Director, Highland Craftpoint, 
Scotland. 
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choice, historical accident and local tradi­
tion, as well as conscious government devel­
opment policy at local and national level, 
particularly during the latter half of the 
1960s and throughout the 1970s, during 
which the industry was formed, expanded 
and flourished. 

Many problems surround the creation of 
alternative forms of employment in rural 
areas, and the consequences of imposing an 
alien type or scale of commercial enterprise 
on an area or community that is ill-equipped 
to support it are well known. Yet, its overall 
performance over almost 20 years tends to 
support the view of the crafts industry as 
such an alternative. On a practical level the 
range of activities known as 'crafts' have 
certain advantages: normally, only modest 
levels of capital investment are required and 
running costs can be low; the activity can be 
conducted from virtually any kind of geo­
graphical location provided a satisfactory 
means of conveying the finished product to 
market can be found; the nature of the 
activity enables it to be integrated into 
virtually any type or size of community 
where it can provide equal employment 
opportunities for men and women, irrespec­
tive of age. While certainly less dramatic 
than the potential of the micro-electronics 
industry in Scotland, crafts have a tenacious 
capacity for survival and have demon­
strated their ability to make a genuine social 
and economic contribution. 

The generally encouraging view of the crafts 
industry tends however to disguise the 
fragile foundation of many individual busi­
nesses, the extent of which became apparent 
in 1979 when, following 10 years of steady 
growth in a tolerant trading environment, 
the crafts industry was exposed to the 

consequences of a national and internation­
al economic recession. Many businesses had 
difficulty in knowing how to respond to the 
changed and less forgiving commercial 
environment. 

Fundamental management weaknesses 
were exposed and many admitted to a lack 
of experience and understanding of busi­
ness planning. Uncoordinated responses to 
declining sales revealed widespread uncer­
tainty about how to deal with unknown 
markets outside of the local area and Scot­
land, upon which so many had previously 
relied for the major part of their sales. The 
function of design as an element of a 
business and marketing plan, and not simp­
ly a shape, pattern or object-making activi­
ty, was widely misunderstood: this reduced 
the ability of many businesses to relate their 
new product ideas to market demand, as 
distinct from personal preference, as well as 
to their own technical and financial capabil­
ity. Surprisingly, standards of skill were 
often low and knowledge of alternative and 
new methods was limited; the technical 
capacity for innovation was restricted and 
quality control was often poor. With few 
exceptions the owners of businesses demon­
strated little appreciation of the need to 
invest in training and motivating their 
employees beyond the minimum level 
required to perform their duties. Wages 
were generally low and career prospects, 
especially for young people, were poor. 

It was into this atmosphere of uncertainty 
that Highland Craftpoint was introduced in 
1979 with the objective of introducing 
methods that would help to stimulate, guide 
and improve the industry's overall position, 
and contribute to its commercial develop­
ment. The overall method chosen to achieve 



Many problems surround the creation of alternative forms of employment in rural areas. 

this objective was the creation of a fully 
integrated package of professional services 
including training, development, marketing 
and information, funded by government, 
managed by a single organization with 
autonomy in the direction of its own affairs, 
small in scale but extensive in resource, 
single-minded in objective commercial 
development, administered from a central 
location yet with a high level of commit­
ment to fieldwork. 

As Highland Craftpoint's primary function 
is to assist businesses that are conducted on 
a proper economic basis, with a realistic 
profit motive, the majority of its clients 
already run their own businesses on a full or 
significantly part-time basis. The company 
also provides guidance and practical sup­
port to people with new enterprise ideas, 
including graduates of Scottish colleges of 
art and textiles who plan to set up their own 
small businesses. 

There are no preconditions regarding a 
prospective client's formal educational 

qualifications or professional experience, 
but it is expected that a client will be able to 
demonstrate a genuine commitment to the 
development of his business. For this rea­
son, Highland Craftpoint devotes consider­
able time and care during the initial stages 
of client contact to ensure that the potential 
and conditions for development exist, and 
also that the client fully understands and 
accepts the commitment that is likely to be 
involved in respect of time, effort and 
finance. 

The nature and diversity of the crafts 
industry is such that the range of clients and 
types of business with which Highland 
Craftpoint works is extremely wide: from 
one-person businesses involved with hand­
loom weaving, woodturning or leather­
work, to small scale production units 
employing 10 or 20 people, located in 
purpose-built and well equipped factories; 
larger businesses employing up to 300 peo­
ple and single or multipurpose cooperatives 
that may have between 50 and 200 mem-

bers. The types of product similarly vary 
from the unique and highly priced, requir­
ing high levels of individual skill, to domes­
tic and functional products and giftware, 
requiring no more than sound operative 
skills at the production stage. 

The richness and variety of the industry and 
its products reflect the diverse backgrounds 
and ambitions of those working within it: 
the art college graduate, normally with a 
high level of personal creative ability but 
often with neither appreciation nor liking 
for business discipline and production; the 
entrepreneur, often with proven experience 
in another field, who by applying sound 
business methods to the production and 
marketing of a narrow range of products, 
stands a good chance of success in the short 
or medium term; the former industrial­
ly-based producer who for personal reasons 
decides to live in the countryside and applies 
his accumulated trade experience to the 
running of a small independent business; 
the local person who turns to craftwork 
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initially to provide a supplement to the 
family income and may convert this, if 
successful, to a more or less full-time occu­
pation; the amateur hobbyist with the time 
and personal financial resources to indulge 
his interest in a minor commercial form, 
often directed towards tourism. 

Formed as a company limited by guarantee, 
Highland Craftpoint was established in 
mid-1979, but since 1981 has operated from 
purpose-built headquarters near Inverness, 
in the north of Scotland. The company's 
physical resources include specialist work­
shops for technical training, research and 
product development; a specialist crafts and 
business library and information centre; an 
auditorium for seminars and conferences; 
extensive exhibition facilities including a 
separate product display centre in Inver­
ness; interview rooms and administrative 
offices. The complex is open to professional 
producers and representatives of the retail 
and wholesale trade, as well as members of 
the general public, for exhibitions. 

The company's policies are controlled by a 
seven-member Council of Management 
which represents the interests of the two 
funding development bodies, as well as the 
Crafts Consultative Committee, the Scot­
tish Colleges of Art and Textiles, and the 
crafts industry itself. A permanent staff of 
22 under a director is divided into four 
departments: development, training, mar­
keting and administration; the staff 
resource is supplemented by the engage­
ment of consultants, specialist instructors, 
companies and other institutions on short 
contracts throughout the year. The compa­
ny contributes a limited amount of earned 
income resulting from course fees, admis­
sions to some exhibitions and charges for 
commissioned product development work. 
Normally clients are not charged directly 
for services received. 

Most of the company's services are availa­
ble throughout Scotland, some, however, 
exclusively for businesses in the Highlands 
and Islands area. The three main service 
areas of the company are development, 
training and marketing. Development ser­
vices provide a comprehensive range of 
business and technical aid, often on a 
client's own premises, ranging from the 
assessment of business plans to detailed 
advice and practical assistance with produc­
tion methods, equipment selection and 
maintenance, workshop layout and mater­
ials. It undertakes technical assessments of 
applications for financial assistance made 
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to the Highlands and Islands Development 
Board, administers research and develop­
ment grants, monitors regional trends, pro­
vides an information service and undertakes 
commissioned and speculative product 
development. Training services supervises 
six categories of training: short courses, 
normally on technical subjects, held 
annually between 1 anuary and April; pre­
paration of special training programmes for 
individual businesses which are carried out 
at the most appropriate location within the 
United Kingdom; provision of training 
assistance on a business's own premises; 
operation of an apprentice training scheme 
of three to four years' duration; special 
training programmes for graduates of col­
leges of art and design who plan to set up 
their own businesses; a product develop­
ment scheme, run in association with the 
Royal College of Art in London. Marketing 
services undertake three main types of 
work: market research; advisory work with 
individual clients; marketing and promo­
tion on behalf of the industry as a whole, or 
sectors of it. Market research is conducted 
both by staff and by commissioned agencies 
with the results either published and made 
generally available, or provided exclusively 
to an individual client. Advisory work cov­
ers assistance with individual marketing 
problems (such as advertising, pricing, 
packaging) to the preparation and monitor­
ing of a client's marketing plan. Promotion 
and sales on behalf of the industry include 
the organization and management of a 
major Scottish trade fair, held annually in 
October, and the representation of Scottish 
products at trade fairs in the UK and 
overseas as well as the management of two 
display centres and the production of pro­
motional publications. 

Although each separate aspect of the com­
pany's services can be identified and de­
scribed, this may convey a misleading 
impression of the actual manner in which 
they are carried out. In practice, assistance 
in any one of the company's main service 
fields is provided only after assessment of 
the client's business as a whole: most crafts 
businesses - even those employing 10 or 20 
people - are simply too small for a separate 
view to be taken of their training or mar­
keting needs without reference to their 
production methods or financial position. 
It is essential that this point is grasped, to 
appreciate the importance of the concept of 
integration that lies behind both the struc­
ture of the company's services and its 
objective. 

In a typical example a client might approach 
the company for marketing advice to 
explain the reasons for the decline in sales of 
a previously successful product. Investigat­
ing the market and the cost structure of 
production reveals that the wholesale unit 
price is too high; yet the client claims that he 
cannot reduce his manufacturing costs. 
Development investigation reveals unecon­
omic production methods, recommends 
alternative methods and equipment and 
aids the preparation of an application for 
financial assistance to the client's bank and 
a government development body; aid with 
the re-planning of the workshop (if 
required) and production can also be given. 
Training assists with the preparation of a 
suitable training programme for the new 
equipment and methods, possibly involving 
sending employees to another centre. Devel­
opment assists with the commissioning of 
the equipment. Marketing advises on the 
relaunch of the product and may help with 
promotional literature and financially assist 
the producer's attendance at a trade fair. 

While clearly this degree of involvement 
does not occur in every case, the principle of 
integration that this example illustrates is 
fundamental to the operation of the compa­
ny's services as a whole. It is not coinciden­
tal that Highland Craftpoint as both a 
concept and an organization was designed 
to resemble the elements and structure of an 
'ideal' small business; in its working 
methods it attempts to reproduce the kind 
of communication and practical integration 
of planning and action that should occur in 
the day-to-day business activities of its 
clients. 

Evaluation of the project can be made on 
three points. First, to what extent has the 
industry made use of the service and is there 
evidence of continuing demand? Second, is 
there evidence of commercial development 
resulting from the company's intervention? 
Third, how well has the concept of integra­
tion worked in practice? 

Over 50 O!o of the total number of businesses 
in the industry have used one or more of the 
company's services, and the incidence of 
second and third requests is increasing. 
Every type and scale of business and prod­
uct category is represented among the com­
pany's clients, with an encouraging level of 
representation of major employers. De­
mand has progressively shifted from single 
topics to involvement in larger, more com­
plex projects, with longer timescales. 

In respect of commercial deveJopment, 
many clients have achieved tangible im-



provements in working practices, products 
and quality. Attitudes toward marketing 
and the use of more effective marketing 
methods have noticeably improved: new 
markets have been explored within the UK 
and overseas and sales and profits have 
improved. Overall, the most rewarding 
achievement has been evidence of a general 
improvement in commercial thinking, with 
an increasing number of businesses accept­
ing the need to be market led rather than 
production led. 

While there have been gains, there have also 
been failures. No significant employment 
growth has been achieved, and in certain 
respects it has declined where improved 
management and working methods have 
increased profitability, and led to busi­
nesses reducing their staff. Highland Craft­
point has had to balance very carefully the 
undoubted social pressures to become 
involved in employment creation pro­
grammes against its economic instinct to 
reject projects that appear to lack any 
realistic prospect of continuity of employ­
ment. This is certainly not a popular atti­
tude, but it is none the less consistent with 

the company's antipathy towards enter­
prises for which no sound economic reasons 
appear to exist. The credibility of the crafts 
industry as a whole continues to be preju­
diced by the activities of ill-conceived enter­
prises, particularly those that are estab­
lished and survive largely on the basis of 
subsidy, without evidence of market 
demand for their product. 

The concept of integration which forms the 
basis of the company's services and struc­
ture has proved appropriate and generally 
successful, despite being difficult · to 
explain: its purpose tends to emerge 
through example, rather than being instant­
ly understood. Sustaining it, in practice, has 
not been easy, nor has it been continuously 
successful. It is a demanding concept and 
periodically, pressure of work and indivi­
dual staff priorities have provided powerful 
arguments for abandoning principle in 
favour of expediency. Overall, personal 
commitment by staff as well as modifica­
tions in management structure have sus­
tained it and refinements that have been 
introduced have improved on the initial 
concept rather than weakening it. The 

theme of integration remains very much at 
the core of the company's policy and prac­
tice. 

Whatever the logic and intrinsic merits of 
Highland Craftpoint's concept, structure 
and methods, there is no doubt that its 
creation and continued support is due to the 
prevailing view of crafts in Scotland which 
currently favours an economic view. With­
out such a climate of support it is doubtful 
that such an organization could function, 
and this factor would have to be most 
carefully considered in relation to other 
potential locations for the project. 

Successful transfer would also depend upon 
a firm commitment to the concept of inte­
gration, and without the central goal of 
commercial development it might be diffi­
cult to argue that the kind of integration 
implied between training, development, 
marketing and information, is necessary. A 
further and important factor is the quality 
of staff: unless staff can be found that have 
both the required type and level of profes­
sional skills and a commitment to the 
integrated principle, it is difficult to believe 
that such a project could succeed. 
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Artigianato e sistema 
formativo 

Michele Colasanto 
Professionalita pp. 3-8 (IT) 

This article on the craft industry and the 
training system by Michele Colasanto, who 
is well known to our readers (see his articles 
in issues 9/1982 and 12/1983), discusses the 
three points of reference for training poli­
cies aimed at small-scale industry: the 
importance of that sector economically and 
in terms of employment (point 1); emerging 
trends in the demand for training (point 2); 
and recognition of the craft industry as a 
partner in the training system (point 3). In 
discussing the last point, the author once 
again stresses the need to focus on the craft 
industry, generally acknowledged as being 
the most flexible, innovative and dynamic 
part of the entire production system, both in 
Italy and in Europe as a whole. Colasanto 
invariably backs up his observations by 
clear facts and figures (statistics published 
by !STAT, CENSIS and ISFOL, etc.), 
describing the overall picture and suggest­
ing courses of action, mainly in the sphere 
of the sociology of work and training 
methodology. This short article is a lucid 
encapsulation of the subject, a stimulus for 
practical action in the field of legal regula­
tions and experiments in vocational training 
for the benefit of the craft industry. Two of 
the points made by the author are the 
pressing need for a solution to the 'hoary 
question of grades of skill' and the desira­
bility of institutionalizing the 'craftsman's 
workshop and the master craftsman. 

SME research institutes in the 
European Communities 

Edited by the Dutch National Committee 
for 1983 - European Year of Small and 
Medium-sized Enterprises, pub. Tilburg 
University, 1983, V + 326 pp. (EN) 

This book not only lists the name and 
address of every SME research institute but 
also provides basic particulars as to the 

This section has been produced with the cooperation of 
Guiliano Staccioli 
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structure of each one, its specific fields of 
research, the languages in which its publi­
cations appear, etc. The ten EEC Member 
States as well as Portugal and Spain are 
covered, in alphabetical order. At the end of 
the chapter on each country there is an 
address list of other establishments (public 
and private, university and commercial) 
whose activities at least touch on SMEs. The 
Index (pp. 300-318) is in the form of 
summary tables showing, in percentage 
form, the fields of research in which indiv­
idual institutes - grouped by country - are 
working. The figures were furnished by the 
institutes themselves, to which an ad hoc 
questionnaire had been forwarded (repro­
duced on pp. 322- 326). 

A new approach to an education­
al policy for managers in small 
and medium-sized enterprises 

Extract, in English, published by the Danish 
Federation of Crafts and Smaller Indus­
tries, pub. Handvaerksradets Forlag, 
Amaliegade 15, 1256 Copenhagen, Den­
mark, 1983, 26 pp. 

SMEs are not usually in a position to 
employ experts to deal with the various 
activities involved in a business, and it is 
often the enterpreneur himself who has to 
tackle the many problems that arise in 
running his firm, especially in management 
and control. However many years' exper­
ience a person may have acquired, he will 
obviously never be able to cope with every 
aspect. Notwithstanding this handicap, 
however, it has been found that many 
entrepreneurs fail to take advantage of the 
training programmes set up for them by 
public and private institutes. 

In this report, the Danish Federation sets 
out the findings from a broad-based survey 
in the course of which 700 SME managers 
were interviewed as well as experts in train­
ing in the crafts and smaller industries. In 
suggesting a new approach to training, 
account is taken of the wishes expressed by 
the entrepreneurs themselves. 

The book makes a useful contribution to the 
debate on educational policy, suggesting 
technical solutions to certain problems that 
arise in other countries, not just in Den­
mark. 

The dynamics and vocational 
training implications of low­
capital co-operative enterprises 

Report (typescript) published by A nCO and 
the Economic and Social Research Institute 
(ESRI), Dublin 1980, 41 pp. (EN). 

This report is based on studies and pilot 
schemes conducted by AnCO and ESRI of 
Dublin between 1977 and 1980. 

Part one contains a summary of a study 
commissioned from two staff members of 
ESRI, Robert O'Connor and Philip Kelly, 
by An CO, as well as a publication by Philip 
Kelly. It considers the features of some 
worker-run co-operatives, their advantages 
and disadvantages and their current and 
potential output. 

The second part summarizes AnCO 
research on the need for training and man­
agement development in co-operatives in 
Irish-speaking parts of the country, while 
part three is an outline of training under two 
pilot schemes for small co-operatives in 
certain farming areas in Ireland. 

The report closes with a set of recommen­
dations related to the future training needs 
of co-operatives in Ireland. 

The small business challenge to 
management education 

Allan A. Gibb 

Vol. 7, No 5, Journal of European Indus­
trial Training, MCB University Press, Brad­
ford (England), 1983, 41 pp. (EN) 

Allan Gibb's monograph is an attempt to 
provide an overview of the needs of the 
small entrepreneur/manager in terms of his 
own training and the expansion of his 
business. He also offers useful pointers to 
the best solutions to the problems he dis­
cusses, with suggestions as to courses that 
might be organized for such entrepreneurs. 
In the field of marketing, the courses might 
cover the problems that arise when starting 
up a small business. The publication stresses 
once again the need for help in the form of 
specialist training and advisory support 
from institutions and financial aid for small 
businesses from the Government. 



A quick list of practical 'do's' and 'don'ts', 
aimed at politicians, educational establish­
ments and teachers and trainers, is set out in 
an appendix (pp. 40- 1). 

D'handwierk 

Monthly journal of the Grand Duchy of 
Luxembourg Chamber of Trade and Feder­
ation of Craftsmen. 
Editorial staff and secretariat: 41 Rue Gle­
sener, Luxembourg. 

(DE, FR) 

Since the theme of this issue of Vocational 
Training is the Small and Medium-sized 
Enterprise, this is a good opportunity to 
mention Nicolas Estgen's lucid account of 
the 'role of SMEs in the Common Market' 
that appeared in issue 3/1981 of d'Hand­
wierk (pp. 59- 64). This paper, read to the 
Third Congress of the Chambres des 
Metiers in the Luxembourg-Sarre-Lorraine 
region, is of special interest because of the 
clarity of its analysis and the suggestions its 
author advances, which are just as relevant 
today as when they were made. 

Estgen's observations (especially those set 
out in points I and III), reveal the great 
competence and belief in the European ideal 
of the person who is now vice president of 
the European Parliament. They should be 
read (or reread) and mulled over by eve­
ryone truly concerned with the status and 
future of SMEs in the Community. 

Closer attention to the needs of SMEs and 
effective support that does not detract from 
their independence are as vital today as ever 
before. 

Apart from contributions of the type de­
scribed, each issue of this monthly journal 
obviously contains articles specifically on 
the life and problems of the Luxembourg 
crafts industry and trade. 

L'insertion dans Ia vie active 
apres Ia scolarite obligatoire 

Pub. by CEREQ (Centre d'Etudes et de 
Recherches sur les Qualifications, director 
Paul-Pierre Valli}, no 11, Cahiers de l'ob­
servatoire national des entrees dans Ia vie 
active, printed by La Documentation Fran­
raise, Paris, 1983 (March), 109 pp. (FR) 

The productiveness and calibre of the series 
of studies brought out by CEREQ are 
already familiar to readers of Vocational 
Training. As pointed out by Valli in his 
foreword, the purpose of this particular 
study is to take a closer look at the links 
between the education received in compul­
sory school and the choice of career, with 
particular emphasis on the placement of 
young people. By M. C. Combes, F. Amat 
and J. Biret, it is intended to be a working 
document for the authorities and social 
partners; its aim is to shed light on variables 
in the behaviour of young people so that 
more effective action can be taken at the 
legislative level and in the provision of 
training. In its field, the report supplements 
the information already contained in issues 
2 (1978) and 5-6 (1981) of the series. It 
gives a detailed picture of the position of 
young people who have reached 
school-leaving age and are about to enter 
the labour market without the benefit of a 
school-leaving certificate - who account 
for about two-thirds of their age group in 
France. The first part of the report sets out 
the facts on 'placement and unemploy­
ment', while the second describes the 'jobs 
being done by young untrained people'. 
Part three, an 'interregional study', pro­
vides an interesting overview of the situa­
tion at national level (83- 103). Scientific 
research of this type is, we feel, a vital 
prerequisite for truly forward-looking em­
ployment policies. 

(Bibliographie sur les) petites et 
moyennes enterprises dans Ia 
communaute europeenne 

Commission of the European Communi­
ties, Brussels/Luxembourg, 1983, 88 pp. 
(FR) 

This new publication on Small and 
Medium-sized Enterprises in the European 
Community has been published by the 
Commission as one of its series of 'Bibligra­
phies' (B publications) and is updated to 31 
August 1983. 

It is in three parts: on existing measures, 
Commission proposals and action taken by 
the institutions of the Community; on EEC 
publications; and on books and selected 
articles from national publications and the 
publications of international organizations. 
Each part is sub-divided into separate fields 
of interest, giving keywords and essential 
biographical particulars on each entry. 

The bibliography is particularly useful in 
that it lists recent - some very recent -
laws, studies and articles. The names and 
addresses of the national and international 
organizations concerned with SMEs and the 
crafts industry within the ten countries are 
conveniently listed in an annex. 

New enterpreneurship and the 
smaller firm 

G. P. Sweeney 

Pub. by Institute for Industrial Research 
and Standards, Dublin, 1981, 97 pp. (EN) 

This report has been published under the 
six-nation programme on aspects of Gov­
ernment policies on technological innova­
tion in industry, launched in 1975. The 
original six countries (Canada, France, Ire­
land, the Netherlands, the United Kingdom 
and the Federal Republic of Germany) 
were subsequently joined by Belgium and 
Sweden. 

The idea of the publication was launched at 
a working meeting in Limerick (Ireland in 
June 1980, whose theme is reflected in the 
title chosen by the author. 

Smaller firms are playing an increasingly 
important part in innovatory entrepreneu­
rial enterprise. Up to a few years ago, SMEs 
were a healthy, self-sufficient and expand­
ing sector of the economy. A spirit of 
initiative grew up in smaller firms and new 
jobs were created. The report shows, how­
ever, that for some time now this sector has 
been facing a crisis like the rest of the 
economy. The number of SMEs is declining 
steadily and they have fewer and fewer 
defences against the dominance of a few 
large enterprises over the labour market and 
production. Management philosophy 
geared to mass production has exerted a 
strong influence over Government policies 
and infrastructure, making it far harder for 
the small firm to survive. It is vital that there 
should be a change in those policies so that 
something can finally be done to meet the 
needs of the smaller company. 

Such a change, which would be compatible 
with technological innovation, is also urged 
by Albert Shapero, a professor at Ohio 
State University, in the foreword to this 
report (pp. 1- 3). Sweeney sets out his own 
opinions in the final chapter, entitled What 
to do?, together with suggestions as to 
courses of action that merit general 
thought. The bibliography at the end is not 
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systematic but it lists 68 publications on the 
subject, all of them in English. 

II sistema formativo italiano 

edited by Francesco Schino 

Istituto dell'enciclopedia italiana (Fonda­
zione Treccani) Rome, 1981, 386 pp. (IT) 

This publication, edited by Francesco Schi­
no (who is also head of the Italian educa­
tional documentation unit, EUREDIT, 
which is linked with EURYDICE, the Euro­
pean Community data network), is a com­
pilation of a series of studies and research 
reports on the Italian training system. The 
contributors are politicians, teachers, edu­
cational theorists, researchers and experts 
in vocational training. From the list of their 
outstanding contributions, virtually mono­
graphs in their own right, we have picked 
out one in particular for the obvious reason 
that it reflects the theme of our Bulletin: 

'La formazione professionale oggi in Italia' 
(vocational training in Italy today - pp. 
95-121) by Cesare Vaciago and Daniela 
Pescarollo, respectively the former director 
of and an expert with the Istituto per lo 
Sviluppo della Formazione Professionale 
dei Lavoratori (ISFOL). We feel that this 
essential and exhaustive review deserves to 
be translated into other EEC languages so 
that it can be brought to the notice of a 
wider European readership. 

The book is in five sections: general aspects; 
formal structures; research and experimen­
tation; didactics; and institutions and docu­
mentation. There follows a useful biblio­
graphy, plus an appendix giving the 
addresses of educational research and train­
ing centres in Italy as well as information on 
EURIDIT's terms of reference and activi­
ties. It is undoubtedly the best (and the most 
up-to-date) work of reference on Italy's 
complex training system, of which it gives a 
global but precise and detailed view. 

Bisogni di professionalita ed 
assistenza tecnica della piccola 
impresa 

Istituto di Ricerche Educative e Formative 
(/REF), Director Manuel Gutierrez, Rome 
1984 (IT) 

This research report on the professional 
services and technical aid needed by small 
firms was commissioned from IREF by the 
Italian Union of Chambers of Commerce. 
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It analyzes the whole range and variety of 
needs in two sample areas of Italy. The first 
was Bologna, in the region of Emilia-Ro­
magna in the North, while the second was 
Bari, in the region of Apulia in Southern 
Italy. A survey to identify the services and 
aid already available was conducted by 
Roberto Ariotti (a research worker at the 
Institute), whereas the reconnaissance on 
the cooperative ventures was carried out by 
another IREF researcher, Walter Williams. 
The work group set up for the project was 
coordinated by Manuel Gutierrez and 
Alberto Valentini, the director and secreta­
ry general of IREF respectively. 

The very sound methodological approach 
to the investigations and a clear-cut break­
down of tasks ensured that the findings on 
this complex subject would be highly signif­
icant. This comprehensive 'map' of the 
situation is very easy for the reader to 
consult, thus achieving in full the aims of 
the research as described in the introduc­
tion. 

1983 - The European year 
of small and medium-sized 
enterprises 

Proceedings of the inaugural Conference 
(20-21 January 1983), sponsored jointly by 
the European Parliament, the Commission 
and the Economic and Social Committee 
Published by ESC, Brussels, 1983, 469 pp. 
(FR) 

The start of 1983 saw an occasion on which 
- we believe for the first time - the 
European Parliament, the Commission and 
the European Social Committee joined 
forces to sponsor a conference. The confer­
ence in Brussels inaugurating the 'European 
Year of SMEs' was attended by 300 repre­
sentatives and observers from Community 
and national organizations, the President of 
the European Parliament (Mr. Dankert), 
ministers and politicians from Member 
States and King Baudouin of Belgium. 

Lengthy preparations had been made for 
the event (see ESC Opinion, 26 May 1982). 
It aroused a good deal of interest among 
both the general public and the experts, who 
look to SMEs for a practical response to the 
aspirations of renewed economic growth, 
job creation and new working methods. All 
the documents and papers presented in the 
course of the Conference have been col­
lected together in these Proceedings, which 

are introduced by a memorandum setting 
out the 'objectives' and describing the 'pro­
gramme', as well as a list of all those 
attending. Chapter II contains the opening 
speeches, Chapter III the contributions 
from representatives of European organiza­
tions, while Chapter V describes the sympo­
sia in three separate sections. Chapter V is 
an outline of national activities by the 
representatives of national committees. 
Chapter VI is devoted to the action pro­
gramme for a Community policy on small 
and medium-sized enterprises (presented by 
Mr. Deleau). The closing speeches are 
included in Chapter VII. These were by the 
German Federal Minister for Economic 
Affairs, Otto Graf Lambsdorff, and the 
Vice President of the Commission of the 
European Communities, Viscount Davig­
non. 

Because of the specific nature of the very 
many contributions included in the Pro­
ceedings, the publication is an essential 
work of reference, promoting a better 
understanding of action and initiatives -
planned or already introduced - at both 
national and European levels. 

From a submerged to a post­
industrial economy 

Evoluzione delle piccole e medie imprese 
industriali negli anni settanta 

Pub. by CENSIS (Centro Studi Investimen­
ti Sociali), Rome, 1983, 206 pp. (IT) 

In this publication on the evolution of small 
and medium-sized industrial firms in the 
seventies CENSIS (whose director is Fabio 
Taiti) covers a subject on which Community 
organizations and research and planning 
institutes and centres, both public and pri­
vate, in every Member State, are rightly 
focusing in this 'European Year of the 
SMEs'. 

The authoritative and comprehensive natu­
re of the research it embodies on the 
situation in Italy is evident from the themes 
tackled in its six chapters. The first five 
chapters, which are very well documented, 
are on: SMEs and innovationary trends; the 
entrepreneur; sectorial or territorial as­
pects; trends in certain characteristic indica­
tors in Italian industry; and economies of 
scale and the size of enterprises. The final 
chapter, on policy for the advancement and 
support of SMEs, is a condensation of the 
results already achieved and proposals for 
the future. These proposals should encou-



rage politicians, decision-makers and ex­
perts to press on with research over the 
current decade and to develop pragmatic 
and effective programmes of intervention 
and support. This clear, heartfelt message is 
conveyed from the opening pages by the 
Introduction (pp. 1-8) which pertinently 
stresses the value of and pressing need for 
technological innovation in the structure 
and production machinery of SMEs and the 
craft industry, a sector that has always 
played such a vital role in the country's 
economy. 

The promotion of small and 
medium-sized enterprises 

Own-initiative opinion of the economic and 
social committee (ESC) 

Published by the Secretariat of the ESC of 
the European Communities, Brussels, June 
1982. 81 pp. (EN). (In DA, DE, GR, EN, 
FR, IT, NL) 

This opinion was drafted by the 'Industry, 
Trade, Crafts and Services' section, the 
fruits of its work being incorporated into 
the report by Heinrich Kolbenschlage (the 
rapporteur), in consultation with Mr. 
Schwindt (expert). In this Opinion, the 
Committee proposed an authentic Commu­
nity policy for the effective and incisive 
promotion of SMEs that would help to 
make up for certain deficiencies of the 
past. 

The Opinion was presented by the rappor­
teur, Mr. Kolbenschlag, at the plenary 
session of the ECS in Brussels on 27 May 
1982. This initiative was followed up by a 
firm commitment on the part of Commun­
ity organizations and institutions in 1983, 
which was declared the 'European Year of 
Small and Medium-sized Enterprises'. 

Las PME en el contexto 
industrial Portugues 

lstituto de Apoio as Pequenas e Medias 
Empresas Industriais 

For some time now the Portuguese Institute 
for support for SMEs in industry has been 
cooperating usefully with the Commission 
of the European Communities. 

SMEs play a fundamental role in the Por­
tuguese economy; one of their most valua­
ble functions is absorbing the manpower for 
which large-scale industry is no longer able 
to provide employment. Small firms are less 
involved in mass production and still tend to 
produce semi-manufactured goods, usually 
quality products. Furthermore, SMEs ac­
count for 48 % of the gross product of 
manufacturing industries in Portugal. 

For those interested in finding out more 
about the structure of SMEs in Portugal, 
financial incentives and vocational training, 
we would mention the following docu­
ments: 

• Politica portuguesa de apoyo a las PME 
industriales - Portuguese policy on sup­
port for SMEs in industry; 

• las PME industriales portuguesas y la 
integracion europea - SMEs in Portuguese 
industry and European integration; 

• las programmes de formation - voca­
tional training programmes; 

• ii].novacao industrial - industrial in­
novation. 

The Institute is at Rua Rodrigo de Fonseca 
73, Lisbon. 

Piccole e medie imprese 
e formazione 

Bibliography of small and medium-sized 
enterprises and training, compiled by Istitu­
to dell'enciclopedia italiana, Rome 26 
January 1984 

This brief bibliography is a helpful guide to 
some of the most topical and pertinent 
publications produced on the subject in 
Italy. 

The bibliography lists publications by sub­
ject area as follows: 

• general 
• local situations 
• production sectors 
• training of managers 
• training experiments in small firms 
• textbooks 
• proceedings, congresses and docu­
ments. 
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Open space 
We are printing a letter received from the 
Secretary General to the International 
Movement for the Fourth World. 

In order not to quote out of context, we 
have not omitted his kind comments on our 
Bulletin, for which we thank our reader. 

We are sure that this letter will draw our 
readers' attention to the work of the Inter­
national Movement, well known for the 
human and social values it embodies and the 
lofty ideals by which it is inspired. 

May I send my best wishes for 1984 to 
yourself, your editorial staff and the contri­
butors to Vocational training. 

I should like to take this opportunity to 
express my gratitude for your Bulletin, 
which has kept us constantly abreast of new 
developments in the field of vocational 
training. 

Vocational training will be of capital 
importance to the disadvantaged popula­
tions in the countries our Movement repre­
sents. Since 95 O?o of the young people and 
adults in these groups leave school without 
any training for work - many among them 
not even knowing how to read or write -
they then encounter insurmountable obst­
acles in their efforts to gain recognition as 
members of the working world, not merely 
because of their extreme poverty but also 
because they have no education. 

With due regard to their aspirations, in 
November 1977 our Movement launched a 
challenge: 'in ten years' time, let everyone 
be able to read and write, let everyone have 
learned a trade, let those who know teach 
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those who know not!'. Since it was laun­
ched, that challenge has galvanized many 
people within the European Community to 
work on literacy projects in the People's 
University of the Fourth World and in 
vocational workshops. 

We have also established a working rela­
tionship with the European Commission 
Directorate of Education. 

Our most recent achievement to date is the 
report on 'literacy in Europe: a Community 
reads the future', to be published under the 
auspices of the Commission. We should be 
very happy if your Bulletin reported on our 
work in the field of education and vocatio­
nal training. 

In Vocational Training again and again we 
find evidence of this concern for the lot of 
those workers who have the least formal 
education. We are, then, very interested in 
receiving it and shall benefit from it greatly 
in our own work. 

Joseph Wresinski 
Secretary General 

We are pleased to publish a letter we have 
received containing information on the 
Limburg Advisory Centre on Further 
Training. 

It will be recalled that in the 'Open Space' 
section we include short articles, letters and 
requests for information from readers. 

With reference to Vocational Training Bul­
letin No 9 (September 1983) - 'Where is 
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adult education going?' - we enclose the 
following information on the Limburg 
Advisory Centre on Further Training (Lim­
burgs Adviescentrum voor Bijscholing), 
which is so far the only organization of its 
type in Belgium. 

• The handbook 'A Signpost to Your 
Future' - the result of an earlier Special 
Temporary Framework (Bijzonder Tijde­
lijk Kader, BTK) project - listed all the 
facilities for further and additional training 
in the province of Limburg. The Advisory 
Centre updates the information annually 
and in May 1983 a second edition appeared. 
The handbook is available, free of charge, 
on request. 

• The Advisory Centre's first year of 
operation was completed at the end of June 
1983 with the publication of the report 
'From further training to continuing educa­
tion' (the sixth report of the multilateral 
Provincial Educational Council for Lim­
burg), which we are also pleased to send for 
your inspection. 

The Advisory Centre started its second year 
of operation at the beginning of September 
1983, and intensive negotiations are cur­
rently underway in connection with the 
establishment of similar centres in other 
Dutch-speaking provinces. Alongside the 
social need for such advice and information 
centres on the one hand and the employ­
ment opportunities offered on the other, in 
our view their importance in the framework 
of the guidelines of the Flemish Minister of 
Culture, Mr K. Poma, ('The Coordination 
and Improvement of Adult Education') 
should be emphasized. 



Every diagnosis points in the same direc­
tion. The prospects of new job creation in 
large enterprises in the manufacturing and 
service industries are only limited. It is true 
that industrial activity is likely to expand 
but, in a context of market stagnation, the 
investment in productivity that is so essen­
tial in many sectors of industry will do away 
with many jobs. 

We can, however, expect new jobs to be 
created through the expansion of a network 
of competitive and innovatory small and 
medium-sized enterprises, together with 
craft firms and various forms of association 
and cooperatives that meet the needs of 
regional and local life or are set up to take 
advantage of the opportunities offered by 
tourism. 

The question now is how to create the 
conditions in which the full scope for 
creativity and initiative can be exploited. 
Nothing is simple, as we all know. A good 
deal has been said on the subject, particu­
larly over the past twelve months within the 
Community and Member States during the 
'year of the SMEs'. All this wealth of 
thought, all these meetings and all the 
contacts that have been forged must not be 
allowed to go to waste. 

What is needed, then, is to go further and to 
define the aims, pinpoint the obstacles and 
map out a course of action to overcome 
those obstacles. 

ROGER FAIST, Director of CEDEFOP 

Training: 
the key factor in the 
development of 
competitive SMEs 

Roger Faist 

The aims may be expressed by three key­
words: dependability, innovation and mag­
netization. 

Large numbers of SMEs are born every 
year, but large numbers also die. Their 
infant mortality rate in the first few years of 
their existence is particularly high. To 
secure their future and achieve dependabil­
ity, they must be put on a sound financial 
footing, but there is also an obvious need to 
teach managers to cope with all the difficul­
ties that arise. 

If a small firm is to continue to be innova­
tory and capable of responding appro­
priately to its changing environment, it is 
not enough for the 'boss' to know his 
business. Every member of his staff is 
involved. The small firm needs highly qual­
ified personnel with flexible skills. 

How can any firm obtain the competent and 
committed young staff it needs unless at the 
same time it fulfils their aspirations to be 
consulted and given responsibility? Efforts 
must be made to move away from the old 
authoritarian or paternalistic style of man­
agement that is still all too common. The 
SME must be a magnet of attraction, 
especially to young people. 

For all these reasons, training should be 
better understood than it is today. It should 
be seen as an important instrument, an 
integral part of the company's own policy 
and the policy of support for SMEs, for in 
this as in other fields SMEs cannot take all 
the necessary steps on their own. They will 
succeed only if they can count on help from 
their economic and social environment. 

What they need is to be supported, not to 
delegate their responsibilities altogether. 

Two simple ideas may be adopted at this 
first stage of analysis, before a closer look is 
taken at the different facets of the training 
question: 

• training, like help with the diagnosis of a 
company's training needs, is meaningful 
only if it is offered as one of a range of 
services; 

• the best chance of success lies in the 
approach whereby a firm is helped to decide 
on its own solutions and then given support 
with the implementation of those solu­
tions. 

What form should help to SMEs 
take? The role of local 
authorities and technical 
agencies for coordination and 
development 

In the light of observations of a number of 
interesting experiments, there seems to be 
no need to devise new institutions to enlarge 
or enrich the fabric of SMEs in a region. 
The really important and pressing need is to 
persuade agencies, institutions and authori­
ties more accustomed to operating in isola­
tion that they should work together on 
clearly defined tasks. 

A lightweight agency responsible for pro­
moting synergy and coordinating the efforts 
of different bodies has an important role to 
play in this respect. The mobilization of all 
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the talent and goodwill available is a key 
factor if a forward-looking development 
programme is to take root in the local 
soil. 

One important point associated with the life 
of institutions should be stressed. We all 
know from experience how difficult it is to 
decompartmentalize institutions and agen­
cies. Even the authorities are unused to 
cooperating on the local level. But here the 
need is to work with them to mobilize the 
resources of teaching establishments, the 
vocational training system, universities, 
social partners, chambers of commerce, 
local representatives of savings bank net­
works, etc. 

Elected bodies at regional and local level 
have a unique part to play in ensuring the 
success of such an operation. Are they 
sufficiently aware of the issues at stake? 

Help with the setting up of 
enterprises 

In EEC Member States, the small firm is 
ignored by the educational system. Inexpen­
sive measures would be enough to broaden 
their horizons. To cite a few examples, they 
might include: visits to local firms; debates 
in schools or colleges with the managers and 
staff of small firms, whatever their legal 
status; and periods of work experience for 
young people prolonging their general or 
technical education. 

Such measures, centred around informa­
tion resources and financial incentives, will 
help to encourage new vocations. 

The next step is to offer appropriate train­
ing. The experience acquired in various 
countries through the implementation of ad 
hoc training programmes set up both for 
skilled production and office staff and for 
jobseekers (who are often qualified as well) 
in preparation for self-employment should 
lend itself to cautious imitation so that it can 
be transferred on a far wider scale. Imita­
tion must be cautious, for the most useful 
approach to training is along the lines of 
guided self-training. There is a wide variety 
of specific needs. What should be offered 
are 'a Ia carte' responses or help, although 
backed up by diversified tools and skills. 

For all this to work, there must be commu­
nication and cooperation at grass roots 
between teaching establishments, vocation­
al schools and businesses. Practical steps 
should be taken to encourage teachers to 
spend periods of work experience in local 
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firms and to arrange sessions on 'how to 
teach' for specialists and technicians work­
ing in local firms who are prepared to give 
their help in specific sequences of training 
for those about to set up new enterprise. 

Supporting enterprises during 
the period of growth 

Several tasks should be performed at this 
level: 

• close contact should be maintained dur­
ing the starting up phase to consolidate the 
skills of the management team; 

• SMEs should be helped to analyze their 
own needs and given the facilities to satisfy 
those needs, for example in the fields of 
management techniques, product and mar­
ket development, the introduction of new 
technology and the administration of 
human resources (we shall return to these 
last two points later). 

Three difficulties must be taken into 
account: 
• the time constraints for the managers 
and staff of SMEs; 

• the reluctance of SMEs to open out to 
the world around them as it would expose 
them to outside scrutiny; 

• their scepticism of the over-academic 
approach to their problems. 

Here again, there is a need to vitalize the 
teams of trainers and participants, encou­
raging people from enterprises themselves 
to play an active role within them. Success 
will not be achieved in a day: coherent, 
long-term action is needed. This can be 
achieved by devising flexible consultative 
arrangements at local level to help build up 
a climate of mutual confidence. 

Improving the supply of skills: 
responsibility for the 
educational system 

It has to be admitted that continuing voca­
tional training does not play as great a part 
in SMEs as is needed to promote their 
development. 

The training does not adequately cover tht': 
problems faced by SME managers and is 
virtually non-existent as far as SME staff 
are concerned. The constraints affecting the 
activities of SMEs must of course be taken 

into account, but there is a more serious 
problem. Training is all too often still seen 
as an imposition rather than as an invest­
ment. 

This is in contradiction with the aims of 
development, and progress to a solution 
must be made under the long-term efforts 
described above. 

Two other levels of action should, however, 
be taken into consideration. On the one 
hand, the educational system is involved. 
The number of people who have failed at 
school must be reduced, so that they can 
take advantage of vocational training facil­
ities and become qualified young adults, 
where possible trained for the kind of work 
that will foster the hoped-for economic 
growth of the local and regional employ­
ment catchment area. ,•. 

It is also essential to open out new horizons 
for jobseekers, including young people who 
have found school education difficult. Here 
again, progress will be made only by means 
of complex combined arrangements calling 
on the cooperation of separate agencies. 

Let us illustrate this by a simple example. 
The local authorities responsible for urban 
development have a duty to implement 
plans for the construction of low-cost hous­
ing, the provision of social amenities and 
the renovation of run-down districts. The 
need for energy savings may provide an 
opportunity to encourage local SMEs to 
make structural changes to their premises to 
pave the way for technological improve­
ments, which will then help them to become 
more competitive and expand their mar­
kets. 

The urban authorities can liaise with 
employment departments and channel a 
number of young jobseekers towards the 
trades employed on such schemes; they 
could be taken on either as apprentices or 
for periods of work experience with the 
same SMEs. 

Enriching management training 

The training of SME managers and execu­
tives has severe shortcomings in two areas: 
the management of human resources and 
the introduction of technological innova­
tion. 

It will no doubt be argued that these are not 
the only areas in which training is deficient, 
but they are those that deserve discussion 
and are discussed least. 



The maximization of human resources is 
one condition governing success. The 
desired results will not be achieved by 
improvising or merely relying on common 
sense or, even worse, received ideas. An 
organized process of critical reflection as to 
their own experience by comparison with 
that of other entrepreneurs should help a 
greater number of people in responsible 
positions to take a step forward and to cope 
better with essential but psychologically 
demanding problems. 

In the case of technological innovation, is 
there any employer who would knowingly 
relinquish control over decisions relating to 
industrial investment or the installation of 
new plant? 

Nevertheless, when equipment is being 
acquired that embodies the latest technolog­
ical advances - and people are not always 
aware that such equipment may incorporate 
logic that will determine their organization­
al methods - who really makes the choice? 
The customer or the supplier? 

Nobody would argue that SME staff should 
become as expert as the specialist in com­
puter technology, but the decision-maker in 
the customer firm must have acquired at 
least a minimum amount of technical know­
ledge to enable him to negotiate plans for 
the acquisition of equipment with the sup­
plier. Here again, SMEs should be sup­
ported by their environment. 

Innovation 

Universities and colleges of higher educa­
tion have a leading role to play in regional 
development. 

The position in Europe should be compared 
with, for example, that in the United States 
to give some idea of how far we still have 
to go. 

Universities, the world of research and 
commercial and industrial enterprise know 
nothing about each other and are suspicious 
of each other. There is an urgent need to 
devise centres of inter-communication. 
Here again, local bodies and the social 
partners may play an active role. 

Drawing on Community capital 

In essence these thoughts are inspired by the 
corning together of many agencies which 
spurred on preparations for the colloquium 
held in October 1983 in Luxembourg, 
sponsored jointly by the Commission, 
CEDEFOP and the Grand Duchy, as well as 
the outcome of that colloquium. In the light 
of the information that has been gathered, it 

is encouraging to note the existence of so 
many ventures, even though we must be 
realistic and admit that they are in the 
minority. In other words, a good deal is still 
to be done. 

The colloquium revealed the immense 
demand for the pooling and comparison of 
experience. Two months later, there are 
signs that several of the case histories 
described at the conference have already 
'travelled' through several Member 
States. 

Experience has taught us that rather than 
paper it is people who should travel through 
Europe to convey their thoughts and the 
benefit of their experience. 

It should be CEDEFOP's role to help 
institutions that operate close enough to 
grass roots to act as linking points and 
enrich the fabric of SMEs by working closer 
together. 

It is not suggested that any one model 
should just be imitated elsewhere but, as in 
agricultural biology, that hybrids should be 
allowed to grow. Sturdy stock, well rooted 
in its own soil, should be improved through 
judicious pollenization by 'foreign' spe­
cies. 
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Local employment initiatives 
(LEis) 
Gerda Lowen 

A growing phenomenon: 
the creation of small firms as a 
response to unemployment 
and wider social concerns 
The Commission of the European Commu­
nities submitted to the Council of Ministers 
on 21 November 1983 a communication 
entitled 'Community action to combat 
unemployment - the contribution of local 
employment initiatives'.* 

As background information to this commu­
nication, this article highlights some of the 
main findings of a series of 22 local consul­
tations, held by the Commission in EC 
member countries between May 1982 and 
July 1983. ** 

New local initiatives for employment crea­
tion are found in urban and rural settings, in 
large-scale housing settlements and estates 
as well as in run-down inner city areas. Most 
of them are small-sized enterprises compris­
ing less than 10 to 15 people and often fewer 
than 5. They take a great variety of legal and 
organizational forms, and further new 
forms may still emerge. Nevertheless some 
commonly found characteristics can be 
easily described. 

Common motivations 
of initiatives 

Throughout the Community, these new 
initiatives come into existence as a localized 
response to unemployment. Besides the 
prime objective of employment creation, 
these initiatives may pursue other goals such 
as overall local revitalization, environmen-

* Document COM(83) 662 final. 
** For policy conclusions see Doc. COM(83) 662 final. 
The final overview report on these consultations by the 
Centre for Employment Initiatives (London) as main 
coordinators will be made available shortly by the EC 
Commission (Division VI All). 
GERDA LOWEN, Commission of the European Commu-
nities. 
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tal improvements, 'alternative' forms of 
work organization and patterns of working 
life (in a few cases, even new forms of group 
life and society). Typical work groups in 
consultations in several countries covered 
the following areas of interest: local revital­
ization, enterprise creation by unemployed, 
worker cooperatives and other collective 
enterprises, women's initiatives, social 
insertion and reinsertion through employ­
ment, innovatory technology, and, in rural 
areas, agriculture. 

In most cases, local employment initiatives 
are taken by, or on behalf of, those groups 
among the working population which take a 
greater share of the burden of unemploy­
ment than others: the young, women, the 
unskilled, older workers, the disabled, 
migrant workers (both those unemployed in 
the host country or those returning to their 
home country). 

Fundamental to the idea of LEis is that they 
arise out of some combination of local 
needs, opportunities and capacities, and 
that they combine economic as well as social 
objectives. In particular in the case of 
community-controlled enterprises and co­
operatives, as they have developed in the 
UK (and as for community cooperatives, 
also in Ireland), economic development via 
new enterprises is often seen as part of a 
broader strategy of community develop­
ment in which raising local morale and 
building 
organizational skills are important as­
pects. 

Common fundamental 
problems: those involved are 
new to entrepreneurship and 
have no capital 

One consequence of these self-help initia­
tives is that many of the individuals 

involved do not conform to the historical 
and traditional type of entrepreneur and 
private businessman. They usually have not 
had any management training, but they may 
have good occupational or professional 
skills to invest in the new enterprise. 

There is a tendency for small groups, some­
times made up of people with a common 
background or of people who were fellow 
workers before they lost their jobs, to band 
together to form a new initiative. Hence in 
countries where cooperative legislation is 
favourable (notably Italy, France, the 
Netherlands and the UK) a rapid growth of 
new small workers' cooperatives has been 
achieved. Even though in some cases the 
founder members have received a redun­
dancy compensation or severance pay, a 
characteristic of most new initiatives is their 
lack of capital. 

Initiatives occur at enterprise 
and intermediate level - the 
'prime movers' 

Local employment initiatives can be seen to 
be occurring at two levels: 

First, there are initiatives at the level of 
individual new enterprises. These responses 
have taken, as mentioned before, a variety 
of legal forms: conventional companies, 
cooperatives (whether worker, neighbour­
hood or community controlled), communi­
ty companies. 

Second, there are new initiatives at interme­
diate level that take the form of agencies or 
frameworks to encourage, promote and 
support the individual enterprises. These 
include new employment promotion/small 
business promotion agencies developed 
from grassroots level and geared to the 
specific needs of local employment initia­
tives such as the network of some 40 



'Boutiques de gestion' (literal translation: 
management shops) in France. 

Important new intermediate structures in 
the UK are local enterprise trusts and 
agencies, some 140 of which have developed 
recently. Of these, some have been inspired 
by one or more large companies (besides 
domestic firms, a number of British subsid­
iaries of multinational companies have 
become active in this field), others from 
local authority and voluntary sector initia­
tive. There also exist now some 80 local and 
regional cooperative development agencies 
(CD As) in the UK. Of the 78 local/regional 
CDAs known at end-March 1983, some 33 
were funded (in the main by local authori­
ties, often in conjunction with central funds 
from the Urban Programme on Manpower 
Services Commission special programmes), 
employing some 90 full-time workers. The 
remaining 45 local groups operate on a 
voluntary basis for the moment. Typical 
developments in the UK are also new enter­
prise workshops and local holding compan­
ies. 

In general, voluntary sector initiatives have 
evolved in most EC member countries. 
Alternative self-help networks have devel­
oped in the Federal Republic of Germany, 
small alternative banking systems have been 
set up in northern Italy and the Nether­
lands. 

Trade unions have become involved in 
cooperative support structures in Belgium 
(Fondation Andre Oleffe), Italy and the UK 
(Wales TUC Cooperative Development and 
Training Centre). In Italy, there are joint 
organizations between the cooperative 
movement and trade unions: Cooperazione 
e Lavoro (Cooperlavoro), set up by the 
Confederazione and CISL (both Chris­
tian-Democrat orientated), and Coopsind, 
a joint structure between the LEGA and 
CGIL (both Socialist/Communist orien­
tated). 

The development of new support structures 
can be traced to 'prime mover' groups 
involved in local employment initiatives, as 
indicated in the Commission's communica­
tion: 'firms reducing their workforces but 
willing to help ex-employees find alternative 
jobs, trade unions, local government agen­
cies concerned with employment and local 
economic and social development, action 
groups such as women's groups, education­
al and cultural organizations and charita­
ble, welfare and church organizations, who 
have turned to employment creation as an 
additional and more positive way of tack­
ling social problems'. 

Activities of LEis: 
service-orientated 

Because of capital shortage, local employ­
ment initiatives tend to appear more in the 
service sector than in manufacturing. Espe­
cially for 'alternative' groups and others 
motivated by ideological considerations, 
activities linked to energy conservation and 
the recycling of materials (paper, plastic, 
etc.) are often chosen as well as the refur­
bishing of a wide range of domestic goods 
(furniture, electrical and other domestic 
equipment, television and radio, bicycles). 
Such activity is most often aimed at a very 
local market and seeks to produce low-cost 
articles within the means of the local people 
who, since they are living in an area of high 
unemployment, have limited spending pow­
er. A few initiatives have however found 
gaps in the market for high cost or luxury 
goods both for the national market and for 
export. There are also examples of local 
initiatives which have found openings in the 
new technology market, especially in infor­
mation technology. 

The new initiatives have also provided 
opportunities for new cooperatives and 
other enterprises to provide them with the 
services they require, such as market 
research, accounting, transfer and develop­
ment of technology and new inventions. 

Economic viability, possible 
displacement effects 

A number of initiatives have proved suc­
cessful by conventional economic standards 
in terms of profitability. Most other 
employment initiatives also aim to operate 
by commercial criteria and to be economi­
cally viable, but their personal income aspi­
rations are more modest. In the case of local 
employment initiatives which adopt 'social 
burdens' (e.g. training and employing poor­
ly-qualified workers or the handicapped, 
social insertion or reinsertion of marginal­
ized people, such as young offenders and 
former drug addicts) these objectives need 
to be set against the more conventional 
imperative to make a profit and survive in a 
competitive world. 

On the other hand, the question is often 
asked about the displacement effect of local 
employment initiatives, in particular when 
they receive public support. No evidence of 
such displacement effects came to light 

during the Commission's consultations, 
though the issue of possible distortions of 
competition was a point of discussion in 
some areas. 

Almost certainly, though growing rapidly, 
the overall number of local employment 
initiatives is still too small, and public aid to 
them too limited to make any such impact. 
Also, local employment initiatives tend to 
seek market gaps and new target groups 
(example: in paper recycling and health 
food supply 'alternative economy' groups 
have often been the market pioneers). 

It may be expected that within the OECD 
cooperative action programme on local 
initiatives for employment creation, in 
which the Commission is actively partici­
pating, the question of displacement effects 
will be considered as part of an overall 
economic evaluation. 

Prospects of survival 

Since most of the new initiatives in response 
to the spread of unemployment are of 
comparatively recent date - they have 
come into being since 1980 - it is too early, 
in early 1984, to determine what might be 
regarded as a normal expectation of life or 
what can fairly be adjudged as typical 
progress. Taking into account the fact that 
many local employment initiatives take the 
form of worker cooperatives, their recent 
performance may be encouraging: over the 
five years the number of worker coopera­
tives in the Community has grown from 
6 500 to 13 900 and is continuing to rise 
rapidly; over the same period the number of 
people working in worker cooperatives has 
increased in net terms from 298 000 to 
540 000. 

However, it has to be borne in mind that in 
those countries with considerable coopera­
tive growth (Italy, France, UK) more spe­
cialized support and assistance often includ­
ing training is provided by local cooperative 
development agencies or regional and 
national federations of workers' coopera­
tives which can help ensure growth and 
survival. 

Conclusions 

The key role of specialist agencies 
and managerial support 

The consultations have revealed the key role 
played by the intermediate structures, in 
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particular the new specialist agenCies, in 
providing systematic stimulation, advice 
and support. 

In some countries, existing SMEs, represen­
tative bodies of chambers of commerce and 
trade, or chambers of artisan production 
have initially been reluctant to help, and 
even hostile, to local employment initiatives 
which do not fit into the existing conven­
tions and categories. In view of their spe­
cific objectives, local employment initia­
tives tend to ask for specialist agencies 
adopted to their needs. 

There are however unusual partnerships. A 
positive feature has been the development 
of support to local initiatives froin large­
scale industrial and commercial corpora­
tions in the private sector, especially in the 
form of personnel on secondment for as 
much as two years full-time, during which 
their full salaries are paid by their original 
employers. This type of support system has 
been started in the USA and the UK, but 
seems now to be spreading also in France 
and the Netherlands. 

A crucial problem: access to finance 

Local employment initiatives have even 
more difficulty than conventional small 
firms in obtaining financing. This difficulty 
exists at all stages of their history: 
pre-start-up exploration, feasibility studies, 
start-up, development, consolidation and 
expansion. Many initiatives are under-capi­
talized from the start. 
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The amounts of money needed by local 
employment initiatives are very small, but 
to be effective this money has to be acces­
sible with the minimum administrative com­
plication and delivered with the minimum 
delay. Existing financial measures and insti­
tutions rarely measure up to such require­
ments. Many of the persons starting local 
employment initiatives have little savings or 
because of being unemployed for some time 
have exhausted what savings they may have 
had. They are often in receipt of social 
security or other forms of payment from the 
State which they receive because of being 
unemployed. The regulations covering 
these payments often make it extremely 
difficult to make the transition to new and 
sometimes unconventional forms of em­
ployment and self-employment. 

Training needs 

There is a need and a demand from those 
engaged in new initiatives for flexible train­
ing arrangements of a kind which will 
enhance their chances of success. Many who 
have lost jobs in traditional industrial and 
commercial employment, often in busi­
nesses managed by specialists operating on 
a large scale, lack the knowledge and skills 
required for the functioning of a business 
enterprise. There is a particular need to 
learn how to budget accurately and to 
control financial operations (e.g. cash­
flow, stock, credit, etc.) in order to avoid 
failure. 

,.;_ .. "' 

Specific training needs have been expressed 
by members of worker cooperatives. 
Linked to these training needs are new skill 
requirements of trainers based on exper­
iences of recent initiatives. 

Need for supportive environment 

Lastly, it has been found that the extent of 
regional and local government support is 
decisive for the overall growth of local 
initiatives. With an increasing awareness of 
the devastating social and health care im­
plications of unemployment, many locar 
authorities are turning to consider new 
programmes of local economic develop­
ment in an attempt to tackle these problems, 
in some countries with a particular empha­
sis on local initiatives. 

Since local employment initiatives, which 
are the subject of this article, are but a part 
of total employment creation activity, it 
may be useful to refer finally to a statement 
made in the Commission's communication 
regarding the relationship between local 
employment initiatives and other SMEs. 

'LEis resemble in many respects other 
SMEs. There are, however, important dif­
ferences in emphasis. They tend to differ 
from traditional SMEs in terms of their 
reasons for being created, the background 
of their members and the types of activity 
on which they concentrate . . . As they 
grow and mature, LEis may become more 
integrated into the small firms sector as a 
whole, while at the same time changing its 
average complexion.' 



Towards Community 
financing of innovation in 
small and medium-sized 
undertakings 
Duccio Guerra 

The Commission of the European Commu­
nities, performing its basic function of the 
drafting and submission to the Council of 
proposals on the implementation of EEC 
policies within its spheres of competence, 
has recently forwarded a communication 
and a proposal* on Community financing 
of innovation in small and medium-sized 
businesses. 

As we write these words, the Commission 
proposal is on the agenda of a Council 
meeting. We feel, however, that we should 
draw the attention of readers to the commu­
nication because of its obvious links with 
the theme of this issue of Vocational Train­
ing and its cultural and political implica­
tions. 

Even in 1981, political bodies in the Com­
munity were arguing that incentives for 
small and medium-sized businesses should 
be given priority in intervention measures, a 
view supported by the European Council, 
European Parliament and Economic and 
Social Committee. This is the background 
to the Commission communication and 
proposal. 

Innovatory investment 

The communication focuses on the role that 
Community instruments might play in 
financing designed to encourage and sup­
port innovative investment by SMEs. 
Innovation is seen as the introduction to the 
market of new goods or services, new 
production processes or new marketing and 

* COM(83) 241 final , 7 June 1983. 

management techniques. There are three 
characteristic features of investment in 
innovation: a higher level of risk, deferred 
profitability by comparison with an ordina­
ry investment and scale, or the connection 
between the overall profitability of the 
investment and the rapid acquisition of a 
share of the market. 

Small and medium-sized firms are not well 
equipped to innovate, especially because of 
the large outlay of ready capital needed in 
introducing a new product to the market. 

The role of the Community 

Under its basic mission of promoting the 
harmonious development of economic 
activities, the Community has an important 
part to play in encouraging investment, 
although this is obviously also covered by 
national policies in Member States. Innov­
ation is the intermediate link in a chain of 
events, coming after research and before the 
profitable use of the resulting product. It is 
the intermediate stage which, by its very 
nature, raises specific problems and calls 
for maximum support. 

Innovative SMEs make a valuable contribu­
tion, especially in the sectors of new infor­
mation technology, energy technology, bio­
technology and the manufacture of new 
products. It goes without saying that Com­
munity action to encourage the private 
sector capital market in Member States to 
finance innovation more actively would 
pave the way for growth and have valuable 
side effects in that it would create new 
jobs. 

A plan of action for the 
Community 

There are only limited ways in which the 
Community can support innovation finan­
cially. Subsidies do not seem to be the most 
appropriate method of financing, partly 
because of the low volume of subsidies 
which the Community is in a position to 
grant. Its budget is also too tight for it to 
make loans out of its own funds. Of the 
various arrangements, certain options 
might be taken into consideration: 

• current criteria for the granting of loans 
might be amended, with priority being given 
to investment in innovation and allowing 
the use of existing financial instruments to 
finance certain assets which do not come 
within the category of fixed investment); 

• a 'performance guarantee' might be 
offered to enable the Communi~y to embark 
on the transaction without committing its 
own credit; 

• various measures such as ordinary 
loans, guarantees and subsidies might be 
combined. 

It would be desirable to offer innovatory 
SMEs an arrangement that could have a 
significant effect on the financial level. 
Through financial intermediaries, the Com­
munity might offer a European Innovation 
Loan which would: 

• make it possible to finance not only 
traditional investment but also capital 
assets (prototypes, working capital, etc.) 
essential to the development of innovatory 
enterprise; 

• be backed by a guarantee; 
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l~qrope 
• relieve the burden of interest, which 
would become payable only after the pro­
ject reaches the threshold of profitability; 

• be granted on condition that the inter­
mediary also makes a loan of the same type 
and at the same time, at its own risk. 

A further step would be the creation of a 
European financing company with its own 
capital empowered to grant European 
Innovation Loans. The advantage of such a 
company would be its flexibility in dealing 

52 

with the needs of SMEs and the develop­
ment of 'major innovative projects'. 

Proposal to the Council 

This is the premise on which the Commis­
sion proposal to the Council is based. In the 
proposal, the 'European Innovation Loan' 
is defined as finance: 

• normally for a term of ten years; 

• for which no security is required from 
the borrower; 

• of which the interest during the first 
years is borne by the general budget of the 
European Communities; 

• which can only be granted to a business 
if the financiel intermediary also grants to 
the business, at the same time and at the 
intermediary's risk, an equivalent amount 
with characteristics close to those of the 
European Innovation Loan. 
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