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Ninety-five percent of EC companies have fewer than 500
employees. These small and medium-sized enterprises (SMEs)
employ two-thirds of the total EC workforce. As in Canada, it is
the SMEs that provide, not only employment, but also the
innovation and dynamism that is essential to a vibrant economy.-

" The definition of SMEs differs from one jurisdiction to another.

Quebec defines SMEs as firms with less than 200 employees.
However, Ontario and the rest of Canada define SMEs as those
firms with less than 500 employees. In many European countries,
older, well-established firms, which would be considered large in
Canada, are thought of as medium-sized firms.

The elimination of protected national markets in the EC will
significantly disrupt the activities of SMEs; but it will also create
new opportunities. The flexible and innovative companies that can
identify and exploit a well-defined niche will be well-positioned to
prosper in the new Single Market.

The lowering of barriers will have both positive and negative -
effects on SMEs. On the positive side, the reduction of
administrative hassles and delays at frontiers will be especially
beneficial to SMEs. With fewer administrative resources, they are
more dependent on flexibility and responsiveness to changing
markets than are large companies. The establishment of national
technical standards will also assist SMEs, enabling them to reach
new markets without investing in the expensive product
development required to meet different technical standards in each
national market. '

The increased competition that all companies will face may be
seen as a negative impact by some SMEs. The economies of scale
in a unified EC market will give large companies a tremendous
advantage over smaller companies competing with them in mass
markets. Even now, the operating costs per unit of production

* average 30% to 45% more for SMEs than for large companies.
-Rationalization and concentration of production can also be

expected to have a negative affect on some SMEs. In tractor sales,
for example, both the U.S. and the EC account for 200,000 units
annually, yet the U.S. has four manufacturers, while the EC has
fifty.

Larger Vcompanies will play an important role in changing the
strategies of SMEs. The restructuring of mdustry will itself create
new markets for SMEs. : S -




