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PREFACE

In the European Community, as in other regions of the world with a high
degree of indusirial development, thought is being given to the industrial de-
velopment objectives which will be conducive to the creation of a society
measuring up to the profound aspirations of mankind.

Industry has become the main source of wealth of the advanced nations. It

bles the ial and dary requirements of their citizens to be mes,
but at the same nme its growth raises problems and its benefits are still felt
only by part of the world.

In presenting its Memorandum on industrial policy in March 1970, the Com-
mission undertook to amplify and promote the siudy of the qualitative objec-
tives which should guide the Community's industrial policy.

However, the Commission could not undertake a task of this kind without
help. It desired the support of the leading protagonists of the industrial society.

For this reason the Commission thought it worthwhile 1o organize a conference
at which both sides of industry and independent experis could compare their
views, with repr ives in d from the adminisirations of the
present and future Community Member States.

The work centred on 28 reports submirted by industrial, trade union and in-
dependent experts; the discussions were of a high quality and there were many
speakers.

The success of this ing, which luable basis for the future
work of the European Institutions towards the building of the Community,
warrants wide-scale diffusion of the ideas worked out in Venice.

It would have been desirable to include all the contributions, both those of the
rapporteurs and those of the speakersin the di in this publi How-
ever, in view of the large number of speakers, it has proved necessary to confine
publication 0 the texts of the reports and the final addresses of the three
working party chairmen and the President of the Commission of the European
C ities, Mr Sicco Manshol)

A. SPINELLI
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INTRODUCTORY SPEECH

A. SPINELLL

Your Excellencies, Ladies and Gentlemen,

First of all the Commussion would like to thank you for answering its call and
coming here to debate the theme “Industry and society in the European Com-
munity.” This Conference has been called by the Commission to formulate
and then carry out, with your help, the industrial objectives of the enlarged
Community in the light of the new social needs.

The method we have chosen for the preparation of this Conference has been
to ask outstanding individuals from the trade unions, and from industrial
employers, together with independent experts to report on the major issues
that face European socicty in the ficld of industnal policy. In this way we hope
to obtain a picture of the major social forces and needs at work in Europe.
The rapporteurs have provided us with a rich stock of raw material for our
debates. I hope that the discussions will both throw up new ideas and show a

iderable degree of on them in such a way as to throw light on
and reinforce the action that the Community will have to undertake in the next
crucial stage of its develof in order to establish a genuine policy to serve

socicty’s needs, that is to say an overall policy that gives sense and coherence
to all its individual policies.

If the European humanist tradition—the hidden powerful mainspring of the
whole Ci i hi anything, it means for us today that
cconomic and industrial development must serve human and social needs and
not the other way round. Before speaking about the main themes to be dcalt
with here, it is necessary, in order to avoid d ding and mi -
pretations, to dwel! a little on this point. Faced with the real and major dangers
which are created by our very development and threaten mankind’s future, we
are very often told that a halt must be called before it is too late, that it is not
right to push development forward at all costs as an end in itself, that we must
reorganize our society, in order to impose on it and individuals what is styled
in the latest terminology a prudent zero rate of development, a stable and
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permanent balance betwcen all its internal and external factors, and all its
component parts.

There is a mecasurc of paradox in this heartfelt appeal. Each of the criticisms
which it Jevels against a socicty based on growth is in general correct, since
cach individual item of growth, if cxtrapolated and taken to its logical con-
clusion, lcads to a disastrous ncgation of itself and of the reasons which
motivated it. However, the global solution offered cannot be achicved by man.
It docs not merely involve consuming only so much and in such a way as to
permit a stable and harmonious relationship between consumption and natural
resources, between the various sections, structures and classes of society. Nor
does it involve simply re-cestablishing ancient traditions, implanting new ones
and making sure that everybody observes them. Above all it means suppressing
any further desire for knowledge of what is still unknown, for changing things
which may appear inexact or unjust, for the spirit of adventure, be it practical
or intellectual, which demands that every time a limit is reached we ask how
we can go beyond it. This aim might be achicved by some individual, an
cpicurcan, a monk or a hippy, but not by Mankind.

It may be possible for a people subjected to the totalitarian control of an op-
pressive élite which has forced it to turn in on itself, to obey inflexible con-
servative laws and look no further. But it is not possible for mankind as a
whole. and European civilization in particular, which came into being and is
growing because it has always chosen Ulysses rather than Hesiod, the learning
of Galileo and not that of Aristotle, industrial rather than corporate society,
freedom rather than complete order, betterment rather than resignation. The
alternative has been proposed not only now but countless times in the past and
each time it has been rejected by practical rather than doctrinal reality.

Our Community can only be based on the hypothesis of a growing, developing
society. It could not be otherwise because the Community itself is an innovatory

scheme and innovation is only possible in a growing society.

Basing one’s own actions on the hypothesis of growth does not however mean
acquiescing lazily and optimistically in it in the illusion that all growth is in-
herently beneficient. The truth is rather the contrary: even the most beneficient
growth tends to become pernicious and destructive in the long run.

All growth, initially surging forth spontaneously and barely under control,
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must produce at some time or other a feed-back cffect for its own control in
order to favour its positive results and eliminate its negative points or at least
reduce them to manageable proportions.

It is this rather than checking growth that is the challenge facing the Com-
munity, and any advanced industrial country for that matter, It is true that
industrial society is growing to & point where it threatens the environment in
which we live both as a wholc and in its various parts and regions, and even
civilized society itself. This menace takes the form of such scrious deteriora-
tion that the spontancous efforts of nature and society are becoming more and
more incapable of reconstituting what is destroyed. We could reach a point
where we no longer possess cither the wealth of water, air and earth which we
need to survive or towns where we can live and feel like human beings.

The Community must work out for itself a conscious and effective policy
towards society to control and channel the interactions of its many parts and
the relationships between society and nature, not in order to reach an im-
possible static equilibrium between society and the environment but to steer
the evolution of both so that further progress in the human adventure may be
achieved.

This is not a challenge which can be met 1n the next few years, but in that
time we shall have to tackie a number of priority themes wihich, if they arc on
the right path towards = solution, will smooth the way for the futurc develop-
ment of policy for our society which is becoming ever more complex, and will
equip us to cooperate better in the formulation of a developing policy for
world society,

What are these major themes, as regards industrial policy in particular?

When the notion of industrial policy first became current in the Community
it was conceived as a means of raising productivity and increasing wealth—and
with good reason, for the efficient generation of wealth by industry, remains
the basis for the improvement of socicty and for Europe’s influence in the
world.

The Rome Treaty did not mention industrial policy; it was concerned above all
with the removat of barriers to the growth of a common market or, to be more
precise, a customs union. The need for an industrial policy emerged where it
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became apparent that the purely negative action of removing barriers was not
enough and that, if only for economic reasons, more positive common action
was needed in the Community to render possible the full integration of Euro-
pean industry and the full exploitation of the new continental dimension. The
formation of European companies, the opening of public contracts and ef-
fective participation in them, the pooling of technological efforts: all these
economic tasks remain an essential part of industrial policy and are crucial if
the potential of the enlarged Community is to be achieved.

This Conference must, however, throw light on the wider and deeper tasks
and on the responsibilities of the Community and of industrial policy—and
also on the new responsibilities of technological policy and on the limits of the
restraints which facts and foresight impose on economic growth.

It is universally accepted that ecological needs, for example, impose a first,
severe constraint. Patient nature—or the biosphere as the scientists call it— can-
not absorb an infinite amount of waste and contamination. So how can the
skills of European science and technology be applied in a joint effort to de-
velop new non-contaminating technologies? How can Europe lead in tackling
ecological problems that have reached a critical point—like oil pollution of
the oceans. The Commission has already made a start with some immediate
proposals. But we want you to look much further ahead, to help to clarify
ecological policy issues and give them a political impetus. Venice, after all,
stands as a symbol of the desperate need for action now if the most precious
things in European civilization are to be preserved from the worst side-effects
of industrialization. And its plight reminds us that action needs to be supported
by financial resources, administrative competence and political power.

Equally, no discussion of future growth and technoloy can ignore the need to
assess, explore and conserve Europe’s potential resources, and to develop new
materials and recycling technologies. How can industry continue to develop
without destroying the basis of its future growth? For to sow we must have the
proper facilities to safeguard the seed. If growth and its limits remain essential
themes, we also need wisdom, guidance and grassroots knowledge on the
priorities for spending the wealth the Community produces. Where and how
can we find the funds to spend on educational, housing and health needs, on
new public transport systems, on further protection of the environment? Con-
cern for a higher quality of life involves the problem of new priorities between
public and private consumption, between industrial and public investment.
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The “quality of lifc™ is not merely a matter of preserving the stones of Venice,
of preventing the Rhine from becoming a poisoned sewer, of saving or re-
planting forests and making something rational of urban public transport once
again, and so on, but of improving the quality of life of the citizens of Europe
at their daily workplace and elsewhere. The occasional noise of a supersonic
airliner is little compared to the din of a heavy metal cutting tool. Throughout
most of Western Europe industrial accidents are responsible for more working
days lost than strikes, The frustration of the commuter stuck in his daily traffic
jam as he makes his way into London, Paris or Milan is modest beside the
imprisoning frustration of work on some assembly lines. In the coming years a
major task of industrial policy must therefore be to improve the environment of
the workplace and that improvement inevitably involvesreorganizationof produc-
tion systems to cenrich work and, despite all the difficulties and differences, a
growing element of industrial democracy.

Participation, workers’ control, Aitbesti shared decisi: king—what-
ever the differences of words and interests involved, these ideas correspond to
a basic human need—both for more shopfloor democracy—for it is at that
level that workers of all kinds have most to contribute, and for some demo-
cratic participation in the strategic decisions which are taken at the top of our
great industrial concerns. Morcover, as industry becomes international and
European, neither the need for better conditions nor what I have called the
question of “industrial democracy” can be settled at a national level alone. We
shall have to explorc how both employees’ and the public’s interest can be
better represented in the great multinational enterprises which Europe also
needs if it is to continue to achieve its economic and political goals.

A Community advancing towards economic union will likewise have to face
new questions about the distribution of wealth between different geographical
groups in our society, between privileged and under-privileged regions. That is
one of the many reasons why the Community cannot remain an apolitical
animal.

1 have no hesitation in saying that the wealthicer the Community becomes and
the more successful our advance towards economic union, the bolder we shalt
have to be in transferring Community resources to less-favoured regions. We
shall not be able to avoid that issue in 2 Community that will soon include most
of the peripheral regions of Western Europe and wherc—round a central area
of regions so overdeveloped that they have alrcady become too congested and
in which the quality of lifc is deteriorating faster than goods grow in abun-
dance~~there arc others, unduly slighted by nature, where antiquated agricul-
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tural methods have not yet given way to a balance between modern industry
and agriculture, and regions stricken by industrial changes that do away with
old undertakings which are no longer profitable and not bring forth any new
ones of promise for the future.

The moral as well as social question of the just redistribution of wealth and the
means of producing it is also posed when we discuss Europe and the develop-
ing world. Far greater transfers of wealth to developing countries than hitherto,
in the form of aid, investments, technological assistance, will be necessary if
we are to avoid tragically dcepening the gap between us and them. But if this
policy is to be successful, and indeed to the extent that it is successful, it will
have to be expressed in an increase in the industrial capacity of those countries;
we must therefore open our frontiers to their products. The Community has
already started on this road, with the unilateral adoption of generalized pref-
erences. But in this way our industrial policy faces a new challenge: since the
future division of labour in the world will necessarily be different from the
present one, it will be necessary to help the structural changes in various in-
dustries so that our own society—and that means particularly working people
in certain branches in the textile and electronics industries and in the shipyards
and probably yet others in future—do not suffer; the Community has a
responsibility to help them either to continue to work in their own, modernized
and regenerated industry, or to adapt to new rewarding jobs.

I hope this Conference will not merely define tasks and aims, but will also
indicate the instruments for coping with them. May I suggest a few for your
consideration.

An effective regional policy needs large Community resources at its disposal
through a Regional Fund and a strengthened European Investment Bank and
these funds need to be able to be used in active partnership with national and
regional bodies for the development of infrastructures but also to be associated
with industries—both private and public—for the purpose of promoting the
flow of productive investments to the regions that need them most.

The Community needs resources going beyond those of the present Social
Fund to carry out what I have called structural industrial policy, above all the
adaptation of traditional industries. May I draw your attention in this respect
to the provisions of the Treaty establishing the European Coal and Steel Com-
munity. There the Community has the right to be informed of investment
decisions and common funds are available to help carry out necessary con-
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version measures. The reason why the vast process of conversion in the coal
industry, which was not in fact forescen at the uime when the ECSC was born,
was carried out successfully and without too scrious, social, industrial or
political upheavals, was that the Community had the mcans to help in con-
version and to smooth the path for those concerned, Could we not, indeed
should we not, apply the same principles to industries in difficulties, in need
of structural help and change?

The new industrics too, above all those with advanced technology, need Com-
munity resources in a varicty of forms. One form is that of development con-
tracts, on which the Comnussion is already prepacing proposals. There is also
a need for more risk capital in Europe to feed forward-looking enterprises of
high growth potential, capable of cross-frontier development. There are al-
ready various private foundations in these fields, but they need judicious back-
ing with common public funds.

In all these areas the European Investment Bank can be a major focus of
growth. It will have to work closely with the national bodies operating in the
same fields. As concerns risk capital, I would ask you to consider the idca that
the Bank and the parallel national bodies should set up a joint European sub-

sidiary specifically to provide risk capital to enterprises of good growth po-
tential.

The matters you are to ider and the technical

quip you wil! bring to
them presupp that the C ity has the capacity to prepare, adopt and
carry out this vast array of measures which is only the beginning of a full-
scale policy for society. Since Europe is and wishes to remain a pluralistic
society, the realization of this policy, and all the other common policies,
depends on cooperation between the Member States, at both central and local
administration level. But cooperation alone is not enough; there is a need for
common decision making centres which are both efficient and representative.
We must ask ourselves whether the present Community institutions are capable
of tackling this policy. The answer can only be no.

The Community, as it stands today, was a first step towards the unification of
our peoples—a step so important that not one of the countries that joined it
have ever turned back or even tried to, in fact others have come in along with
them; a step so decisive, that what has been done in the past is now seen as a
basis for what remains to be done in the future; a step so binding, that all
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future growth must be thought of and brought about as a further extension of
this initial Community, not as something which can be achieved alongside it
and ignoring its existence. However, the Community has always been no more
than the first step.

Industrial policy, the mainstay of economic and monetary union and at the
service of the ideal of a policy towards society, requires the Community in-
stitutions to have quite different decision-making and implementing powers.
The Member States must give the Community a mandate to execute the
regional, industrial, technological and ecological policies. They must acknowl-
edge that its financial resources, based increasingly, and in a few years ex-
clusively, on citizens’ tax contributions, can be raised and developed different-
ly. They must accept that it is the Commission that should clearly be given the
initiative in these new fields too and the responsibility for executing the com-
mon policies being gradually formed. They must accept that the legislative and
financial decisions without which nothing would be possible, must be taken
not only by the representatives of the individual governments, i.e. by the
Council, but by the European Parliament too, with full powers of co-decision
as the sole guarantee of popular consensus and hence European democratic
legitimation of any action taken. Finally, they must realize that this is why the
time has come to have a Parliament directly elected by the people of Europe.

For many years, the Community has remained unchanged in the form it took
on coming into being. There is no doubt that it has completed most of the
programme set in the Treaties establishing it but has gone no further. And it
has missed not a few opportunities and wasted not a little time. Because of
this constitutional inflexibility it has failed in a number of fields; the nuclear
policy has been an almost complete failure for lack of a global policy for
research and for scientific and technological development; public contracts
have not been opened because of the absence of a common industrial policy;
the lack of an overall economic policy has caused the agricultural policy to
develop abnormally; the customs union and the European organization of
agricultural markets have been in danger of destruction because of the lack of

a common monetary policy.

However, the long winter is now drawing to a close and the awareness is grow-
ing that we must move forward. The Accession Treaties have been signed and
will be ratified in the next few months. In October the Heads of State or Gov-
ernment will meet to undertake a political commitment, on behalf of their

22



countries, to further economic and monetary union and to reshape the system
of Community institutions, In the coming months the Commission will formal-
1y submit a proposal for institutional reform designed to give the Parliament
true lIegislative, financial and political control. Last August the Community,
after some initial confusion, answered the monctary crisis by re-establishing a
minimum of monetary solidarity and preparing to strengthen it substantially,
At the beginning of next year a new Commission will have to submit to a new
Council and a new Parliament the action programme of the new Community.
This is the background against which your Conference is being held and which
makes it so important, and everything suggests that our thinking and our pro-
posals can provide the guidelines for real actions.
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A STATUS REPORT ON WORK IN PROGRESS
CONCERNING INDUSTRIAL POLICY
WITHIN THE COMMUNITY (*)

R. TOULEMON

The concept of industrial policy is relatively new. For many States it has long
been confused with general economic policy or been confined to certain scctors,

whose special problems of adaptation or growth provoked intervention by the
public authorities.

This was the situation 1n the Community during the Sixties. Firstly, joint sec-

torial instruments had been set up and implemented with variable success within

the compass of the ECSC and EURATOM Treaties. Secondly, the industrial

policy of the Common Market was limited to:

(a) achieving, effectively and positively morcover, the abolition of customs
duties on industrial structures,

(b) installing 2 common customs tariff,

(c) surveillance of aids and restrictive agreements in order to ensure effective
competition in the extended market,

(d) examining requests for protective measures from the States in order to
deal with temporary scctonal problems.

However, the work begun in 1963 by the Committee for Medim Term Econ-
omic Policy had shown the need for overall Community action to enable
enterprises to make the most of the existence of the big market, to organize in
the scale of the Community cconomic area and to promote the progress of
new technologies, a ficld where Europe in relation to the United States scemed
to be increasingly lagging behind. At the same time some liberation and har-
monization towards unifying the European juridical and fiscal framework was
taking place, albert more slowly than the Commission and those involved
would have wished. Likewise, the Commission supported by labour organiza-
tions, representatives of regions n difficulty and some governments, was striv-
ing to mitigate the adverse social and regional aftermath of changes accelerated
by the implementation of the Common Market.

Although, strictly speaking, these efforts towards harmonization do not cmerge
!rom the sphere of industrial policy, such action of a social or regional nature
is obviously of major interest for industry and its development.

In 1969, by the initiative of Mr Colonna di Palliano, the Commussion decided
1o offer a birds-eye view of the problems preceded by an analysis of the in-
dustrial situation in the C ity, from the Ipoint of internal and ex-
ternal communications between firms of different countries.

—
) Trnlued from the French
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So(i in Mailrch 1970, the Commission sent to the Council a Memorandum on th

Industrial policy of the Community, in which were i i

s brought out five basi
(1) Achievement of the single market,

(11) Unification of the juridical, fiscal and financial framework,

(1.11) Approximation of enterprises,

(iv) Organization of changes and adaptations,

(v) Intensification of Community solidarity in economic relations with thir

countries.

In the introduction of this paper the Commission recalled the qualitative natur
of the end results, to which any economic progress must lead:

(a) Improvements in the conditions and dignity of labour;

(b) Greater participation by the workers in the life of the business;

(c) Inbstruction adapted more closely to the condition of today’s world;

(d) More effective protection of the natural environment;

(e) More harmonious distribution of wealth in the world.

These cares have not waned in importance since then. In March 1970, the
Commission had declared its intention of eventually tackling these problems ir
depth. Mr Spinelli suggested to the new Commission, inaugurated in Jul
1970, that a widespread comparison be organized, on the theme of Industry
and Society in the EEC, between personalities representing the various social
and professional “milieux” together with some leading qualified experts. This
constitutes the springboard for the Venice Conference.

Meanwhile without waiting for this conference the Commission has taken the
initiative several times in the areas alluded to above, for instance, the Social
Memorandum of 17 March 1971 and the initial communiqué of July 1971
concerning environmental policy, which was followed by action proposal from
March 1972 onwards. Elsewhere the education ministers within the Council
have started to examine together the current problems in teaching and have
decided to establish a Huropean Institute of Human Sciences at Venice and
are considering setting up a European Education Centre, which would be some-
thing like a common study office for teaching problems.

But the subject of this report is, stricfo sensu, a status report on the work being
done on industrial policy. Before outlining the situation concerning each of the
basic guidelines in the Memorandum of 1970, 1 would like to give members of
the conference some information about the procedures followed by the Council.

On the basis of the 1970 Memorandum and in addition of several papers worked
out by the French, German and Ttalian governments, the Council resolved, in
July 1970, to assign the investigation of nine problems regarded as priorities to
a group of senior civil servants, who report to the Committee of Pern;anent
Representatives. These nine items revealing the thoughts uppermost in the

minds of governments are:
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of joint or grouped orders, inducement for the different industries of the
Community to cooperate.

This concerted action on purchasing policies of public interest is presently the

subject of in-depth discussions among various Community and national author-
ities.

Following a resolution by the Council of Transport Ministers, the railway
companies have already put in hand a collective study of these problems and
intend to continue their effort towards standardization and joint purchasing.
The Commission is involved in promoting a similar cooperation between elec-
trical or aviation companies and between the various administrations of the
PTT and is hoping, in these areas, for a political commitment on the part of
the Council. The Commission is handling a continuous study of the situation
and will shortly publish an initial report on the obstacles still blocking the open
access of enterprises to the public works contracts of the Member States.

II—Standardization of the juridical, fiscal and financial framework,
and the re-grouping of enterprises across frontiers

The completion of the Common Market involves not only the elimination of
the remaining obstacles blocking trade, but the final realization of the right of
establishment, the harmonization of taxation systems, initiated by the overall
adoption of the Added Value Tax and the opening of the common market for
capital, in itself tied in with progress towards the monetary union.

In this sphere the realization of the Economic and Monetary Union plays a
decisive role. On its principle must turn the harmonization of fiscal systems
and the freedom of movement of capital within the Common Market. The
Union will allow us to ensure the stability of rates of exchange, without which
a Customs Union loses its essential value, which consists of maximum security
for the development of manufactures suited to the needs of a big market, where

an undistorted competition prevails.
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the himited liability company. This coordination is a necessary step towards
ensuring the opening up of capital n‘mrkcls within the Community.

The Memorandum on industnal policy had highlighted the interest in “restruc-
tunizing” enterprises, especially when the operations extend beyond frontiers.
The reactions to the Memorandum in this field merit a few additional com-
ments on my part. First of all a misunderstanding must be cleared up.

Many industrialists are ded that the Ci ission is striving to check
restrictive agreements and domunant situations and promote concentration at
the same time.

Some industrialists belicve they see here a paradox, which reflects the differing
concepts inspiring the departments responsible for competition on the onc
hand and those responsible for industrial policy on the other.

In reality these two objectives, concentration and compettion, far from
being antagonistic are in fact complementary. Especially in the scctors of
advanced technology, the creation of competition undistorted by considera-
tions of national prestige turns on the formation of trans-national consortia.
This is why, in these sectors, a distinct preference must be indicated in favour
of trans-national concentration or cooperation as against nationally bounded
concentration. Certainly the latter can be a useful phase especially in countries
with weak or scattered industrial structures. But it should never lead to the
formation of a single national company, o(hcrwxsc there would be a grave
danger of lidating national compar

Morcover, it must be made clear, that the Commission does not advocate con-
centration everywhere. On the contrary, it is convinced, that except for certain
fields where technique entails large dimensions, the smaller-sized firms wilt
hold on to their opportunities. No more than it favours concentration, the
Community is not in itself a catalyst of industrial giantism. On the contrary it
is the medium-sized firms which draw and will draw the most advantage from
Community works, inasmuch that it is the big firms who adapt themsclves bet-
ter than the small ones to the host of fiscal and administrative anomalies, that
is if they cannot derive advantages from them.

Apart from the adjustments whuch 1t has already made to the regulations on

restrictive agr the C ion has proposed numerous measures to
facilitate trans-national concentrations and cooperation: directives intended to
fiscal diserimination falling on international mergers or adjusted to

the fiscal status of parent and subsidiary companies, together with the harmoni-
zation of company law and plans for European status in respect of share-
holding.

Accordimng to industrialists the fiscal obstacles are the most awkward ones in

the case of mergers, participations or creation of subsidiaries. This is why, in
January 1969, the Commission submitted two proposals for directives con-
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Feptional interest on the European scale. In the last case, the statut
joint 'en‘terpnses, as opposed to European Sociétés anonymes, would a
association of companies other than Sociétés anonymes.

Moreover, the statute on joint enterprises could be matched with the grar
certain juridical, excise and fiscal benefits. The Community could share in
financing of the joint enterprise, by subscription of capital, subsidies or 1c
The Council would decide unanimously, case by case, on proposals by
Commission, which should suffice to avoid any risk of abuse. There wouls
no question of granting discriminatory advantages to joint companies
would be carrying on their activity in a competitive sector.

The question of granting benefits or extra inducements to encourage coop
tion over frontiers has been broadly discussed in the Community. Shoul
preferential fiscal system or loans with interest advantages be provided for
type of operation? Should an IRC for Europe be set up?! Up to now non
these suggestions has been retained by the Commission. The Commission
simply asked the European Investment Bank to direct more attention to
projects emanating from the cooperation between various Member States.

Furthermore all the Member States have deemed it necessary to study the pc
bility of setting at Community level a bureau for approximation of en
prises. This office, which could represent a service seconded to the Commiss
or spring from the professional organizations involved, would have the jot
answering requests for information from enterprises wishing to engage
multinational cooperation, and the task of marrying, in a neutral way,
offers and requests for cooperation submitted to it. A decision on the creat
of this office should come up soon. Up to now the balance sheet on the Cc
munity’s actions towards encouraging approximation among enterprises can
be regarded as satisfactory. Private financial organizations have indisputa
displayed much greater initiative in this sphere. Likewise industrialists respt
sible for executing these transactions have escalated their efforts. But the Qo
munity regulations in the fiscal or juridical sphere, which would have fgcihta*
decisive progress in the interpenetration of industrial structures, are still per
ing. It is becoming increasingly clear that fiscal harmonization and the formu
tion of European company law will only limp forward, unless the Commun
does not make solid progress towards political union.

I1I—Organizing changes and adaptations

The Commission has constantly emphasized the need for continual econor
development, evolution and modernization of the industrial engine. The Co

1 British Industial Reorganization Corporation, abolished in 1971,
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mission is fully aware of the seri of the ic, social and regional
problems posed by these changes. In its 1970 Memorandum, the Commission
has insisted on a certain number of actions, which it thought were essential for
preparing and facilitating these changes: forecasts (especially in the case of
employment prospects), sectorial action, regional and social policies being the
most important.

In global and especially sectorial forecasts, little progress has been made by the
Community in recent years. Insufficient and uneven statistics in our countries
have brought about this situation. Improvement of statistical bases and fore-
casting techniques remain an urgent task for the competent institutes and

ies of the C ity. The C i inued working out the
provisions devolving on it by virtue of the European Treaties: in 1971 the
general objectives covering steel for 1971-1975 were adopted. The formulation
of the second Euratom programme (1975-1980) will be finalized in 1972.

Within the scale of this report, it is difficult to outline even summarily, all the
sectorial proceedings pursued by the Commission in close collaboration with
the professional “milicux™ involved. It is enough 1o recall that the efforts have
a twofold objective; to improve the national sectorial policies and administrate
knowledgeably the instruments provided by the treaties.

In the sectors involved in problems of ct or pr ion, the C

in recent years, has undertaken in-depth analyses and proposed common guide-
lines to the Council. This has applied to shipbuilding, paper, the electro-
mechanical industry, textiles and numerical machine tools. Work 1s in progress
on non-ferrous metals, electronics and acronautics.

All the European Treaties involve a serics of measures or instruments influ-

encing more or less directly the development of industrial sectors: regulation

of the market, supply policy, fi ial instruments, cial policy arrange-

ments and the control of national aids are the most important ones. Their im-

plementation, especially in the case of commercial policy, has set off closely

concerted action between the industries and trade unions concerning the

objectives to be reached and on the necessary techniques for success. I think it

also worthwhile to recall that in the decisions on sectorial aid, the Commission

took its inspiration from four principles:

(i) Aid must be selectively granted and only to enterprises or manufactures
with a future and which will be able to face competition effectively;

(i) Aid must be temporary and non-progressive so as not to perpetuate an
artificial situation. It must stimulate the dy ism of economic agents;

(iii) Aid must be as straightforward as possible so that enterprises can ap-
preciate and evaluate it easily and so that costs and results can be
measured;

(iv) Lastly, aid must be tailored to the objectives in view and have the least
possible ill effect on inter-Community competition and trade.
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The curr.ent transformation of industrial structures involves very important
changes in the employment conditions for labour. Progress in productivity
releases hundreds of thousands of workers in some sectors, while new jobs are
created in others. Globally up to 1971, the Community has suffered from a
dearth rather than a glut of labour and current slackness does not seem likely
to m.odify the situation other than temporarily. But due to the still insufficient
mobility of labour and inappropriate localization of investments, painful prob-
lems over employment have arisen in certain mining or old industrial zones, At
the same time the underindustrialized regions of the Community like the south
of Italy and the west of France were far from sufficiently benefiting from the
general expansion. This kind of imbalance, which has obliged many workers to
leave their homeland, does not involve only serious social disadvantages, but
also slows up the economic development of the Community. These changes
call for close attention. The Community will have to organize them and seek
solutions beforehand, which will fit both the needs of men and the require-
ments of industrial progress, which are sometimes much more contradictory
than one may imagine.

This is why the creation of the Permanent Committee on Employment and the
reform of the European Social Fund resolved by the Council in 1971 constitute
two cardinally important decisions from the standpoint of industrial policy.
The new Social Fund will have at its disposal in the next few years increased
funds reaching, in the estimation of the Commission, 250 million units of ac-
count per annum from 1975 onwards as against 55 million today. The Fund
should thus be able to promote the professional training and regrouping of
workers and in this way facilitate these vital changes as the ECSC very success-
fully accomplished in the coal and steel industries.

The action of the Fund should be accompanied by an intensive regional policy
called for not only by Italy but also by Great Britain, Norway and Ireland. The
Commission proposed that the Community budget should contribute to en-
couraging regional development by the intervention of the EAGGF and by
allowances on interest, which would be a useful complement to the already
important action by the European Investment Bank. A deci§ion by the Com-
mission has just been interposed concerning the new regional role of the

EAGGF.

Maximum emphasis on the mobility of labour and encouragement for. _the
creation of jobs, where labour is available to minimize geographlc.al- mobll{ty,
represent joint objectives of the industrial, social and regional pohges, which
the Commission intends to promote within an overall concept allowing for the
basic aim of European workers to find work in their home region.

These thoughts on the changes in our industrial economies also offer the op-
portunity to recall certain questions, which have already been deeply con-

sidered in the Community institutions.

The first concerns foreign investments. These investments, especially when they
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arc aimed towards creating new activitics, form a valuable contribution to the
industrial expansion of the C ity. Their attraction for regional develop-
ment or technological progress has induced governments to often welcome
them with favourable conditions. But these advantages must stay within the
bounds, which can guarantee a healthy competition between i by
Community cnterprises and those from foreign parts and not provoke detri-
mental discrimination against C ity enterpriscs. Likewise these invest-
ments, which are often made by the very large enterprises must not involve
abuse of a dominant position.

The importance of the role played by public enterprises in the modernization
of industry and in the development of regions no longer needs proof. Their
weight varies from onc Member State to another. But in each case their con-
tribution towards a happy evolution of industry can be decisive. In its frequent
exchanges of views with these enterpniscs, the Commission takes care to sce
that their role, which is to serve general interests, is registered in the objectives
of the Community. Moreover, when the activity of these enterprises takes place
in the competitive sector, the Commission must ensure that they do not bencfit
from any special advantages.,

In an industrial economy undergoing basic changes, it is justifiable to attend to
the particular problems incurred by the small and average size enterprises
during this evolution. No more than the big ones, the enterprises of more
modest size cannot escape from the need for rcslmctunmuon, rcdcvclopmcnl
and evolution of their proportions and prod i less prepared or
less well armed than the big mdusmal units for tackling these changcs, the
small and medium enterprises may need some assistance from public author-
ities, assi all the mote legiti in that these enterprises are an essential
ingredient in the industrial sector. In many fields of activity their contribution
to the economy is irreplaceable. Their role in the process of innovation is

cardinal. So the C ity, while impl ing its second medwum term
programme of economxc pohcy, is also considering action for cooperation,
fi and tech istrative assi for the benefit of those enter-
prises.

Finally it is impossible to bring up thc problems of change and modernization
without pausing a 10 The C ity betrays a
certain delay here, which only a coordination of current efforts in the Euro-
pean countries might make up. This was the meaning of the official stance of
the Commission in its Memorandum on industrial policy, which advocates
setting up a European Foundation for management and training.

Recent initiative has provnded some nnswers to these problems. In 1971, the
European M Fi was lished, which brings together the
various institutes and organs for cooperation existing in this domain within the
European countries. The role of the Foundation is to improve the quality of
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teaching and research in management in consideration of the economic, social
and cultural context of Europe. ’

The Foundation has to bring its aid to bear on the development of teachin
fmd rescarch institutes within European countries, on the development of traixf
ing for tecachers and rescarchers in Mmanagements, on the strong encourage-
ment of contact between teachers and rescarchers, enterprises and administra-
tions, and on the definition of nceds and means to meet them.

Morcover, the Europcan Institute of Research and Advanced Studies was
rccc;nt]y established in Brussels, whose function is to ensure, on a multinational
basis, the training of teachers for Europe at a high scientific level.

With the Institute for Technological Management set up in Milan by some of
the member countries of the OECD, ard the International Institute of Man-
agement of Berlin, also international, whose activity bears on management
rescarch, Europe has strengthened its future means for executive training in
this sphere.

IV—Scientific and technological policy

At the beginning of 1972, a scientific and technological policy for the Com-
munity is still only a hope. The scrious difficulties besetting Euratom and the
too limited results for the PREST and COST groups could provoke scepticism.
The need for an overall Community policy in this field is only more obvious.
This joint policy does not necessarily mean joint action or joint financing by
the Community. A joint policy is obligatory first of all to define economic,
social, political—even military objectives—for research in order to take stock
of the means disposable in staff, laboratories and money in order to fix the
priorities and define the instruments best suited. One should distinguish be-
tween the basic, fundamental research, where coordination is sometimes futile,
sometimes desirable, sometimes indispensable (the big instruments) and the
technological and industrial development which must make room for competi-
tion and meet the needs of the market. At this level scientific, technological
and industrial policies are so inextricable mixed, that it is impossible to gen-
uinely coordinate or jointly implement one of them without a minimum of
agreement or cooperation on the others. After laborious efforts in internal
reorganization and external consultation, the Commission is ready to draw on
the lessons from the past (the failures and successes of the PREST and COST
groups) and submit to the Council new proposals, which, if accepted, will serve
as the foundations of a common European strategy for scientific and tech-

nological development.

We shall confine ourselves here to summarizing the features directly related to
industrial policy.
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The first concerns the definition of end results and the aims of scientific and
technological cfforts. Only an cffort towards definition, whose difficulty
should not be underestimated, can facilitate the direction of a policy and the
judgements in arbitrations incurred by the excess of projects over the means
available. Even the richest nations, like the United States, are obliged to resort
to such arbitrations. The joint definition of objectives in the C ity and
at least in some of the areas, appears to be the necessary point of departure of
a Community scientific and technological policy. Only if the choices are jointly
made will agreement be reached on the sharing of tasks and cooperation To
define these end results and objectives the Commission has proposed to estab-
lish a permanent enclave for ideas and suggestions in the form of a European
Research and Development Committee, made up of independent high-level
experts, whose task will be to enlighten the Commission and Council on the
choice of objectives and priorities.

The second feature concerns the implementation of a joint rescarch policy at
Community level: to compare and coordinate programmes of national research
in order to arrive at a better distribution of tasks and concerted action. The
development of joint European research programmes, possibly supported by a
European Science Foundation, the joint creation of massive instruments of
rescarch and exchanges of knowledge and researchers would be the essential
tools of this policy, whose first fruits had been outlined and proposed by the
PREST group, but which have not yet been tried out.

Action towards technological promotion is a third feature. Is such action neces-
sary and efficacious? Are not competition and industrial dynamism the most
effective driving force behind innovation? However vehement the debate may
be on these points, all the industrial states and especially the Member States do
not promote any the less some of the developments of their industries in the
major technologies (atomics, aviation, data processing) and in the minor (food,
textile and mechanical industries). Should not the means utilized at the nationat
level be applied at the Community level for cooperative operations? And would
not these means be more cffective if they were pooled for the whole Com-
munity rather than scattered over national transactions? One of the difficultics
in answering these queries is that the promotion of technology, in order to be
effective, cannot be confined to support of Research-Development, but must
also bear on the market which must in some cases be stimulated or even
created, and on industrial structures, which must usually be strengthened in
order to exploit innovation. Put another way, American aeronautical develop-
ment springs more from military and civil demand and from the existence of
Boeing than to the aid granted for a project of specific aeronautical develop-
ment. This is why the Commission has insisted vis-a-vis the governments, that
action be taken at the three levels of development, markets and ndustrial
structures.
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On the plane of development the Commission hag recommended systematic
research on inter-Community cooperation financed or not by the Community
In fhc case of major technology, inter-government agreements seem today tc;
b.c in the best position to solve the difficult financial, technological and some-
times political problems posed by the direction of very large projects. On the
other hand, in the case of standard technology which does not raise the same
problems and where concerted action has been disappointing, the Commission
has proposed the establishment of Community development contracts for in-
dustry, which would afford partial support by subsidies re-imbursable against
success, 10 the operations in technological cooperation between enterprises of
different Member States. These projects could be placed in spheres of general
public interest (in the campaign against “nuisances” in health or transport) or
they could be concerned with the development of new products or new produc-
tion processes. In the last case the initiative would revert to the industrialists.
The granting of this aid, which would bridge a particularly deplorable gap,
should follow a rapid and flexible procedure. Among the criteria to be con-
sidered should be the contribution by the projects towards the permanent
creation of jobs in regions up against special problems in this area., A formal
proposition on this matter should soon be made by the Commission.

On the planc of markets the Commission, taking up a suggestion by the French
Government, has proposed a pooling of public or near public purchasing poli-
cies to eliminate the technical compartmentalization of markets within the
Community and to encourage the penetration of new products (telecommunica-
tions, data processing, acronautics, infrastructure equipment etc.). This sugges-

tion is under study.

The different proceedings which we have just brought to mind should en-
courage approximation by enterprises and the necessary restructurizations. The
development of the appropriate juridical instruments should be matched by an
evolution in the attitude of governments towards accepting an increasing mutual
interdependence in advanced technology. Thus competilti-on over policy or
prestige would give way to technical and economic competition.

Lastly as the fourth feature, the cooperation between certain national public
services or the creation of joint public services within the Community cox}ld
constitute an essential ingredient of a joint scientific and technological policy

and facilitate the satisfaction of new needs at minimum cost.

The extension of the statute for the joint enterprise Euratom discussed earlier
would allow the creation of such joint services.

In these various areas the enlargement of the Community should provide a
decisive impetus. The technological ties existing already or about 'tq be formed
between old and new members represent the best earnest of scientific and tech-

nological cooperation within the “Ten”.
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V—The environment

On 22 July 1971, the Commission issued a First Communication on Com-
munity policy concerning envir In this d the C i
stressed that the fight against the degradation of naturc and all strata of life
should henceforward be featured among the cconomic and social aims of the
Community. Moreover, the Commission noted that the provisions made by the
Member States in this ficld could have scrious consequences for the working
of the Common Market and on the unity of the European cconomic area.
Having recalled the activities already underway on behalf of the Communitics
for the improvement and protection of the environment, the Commission
proposed some new approaches which should be implemented as soon as
possible.

This initial communication was followed by an action plan for thc European
Communities concerning cnvironment, which the Commission has just propos-
cd to the Council of Ministers.

The plan provides firstly for the establishment of a common framework for
evaluation, action and, if necessary, directives, to which the Community, the
Member States and local administrations can always refer. To this end, it is
proposed to set up an objective basis for the evaluation of pollution dangers to
human health and the envir to establist health standards and
to define joint objectives concerning the quality of the environment.

The follow-up after the application of these norms and objectives concerning
sources of pollution (products or economic activity) and the special measures
to be taken in certain areas of common interest and against certain polluting
substances should be decided jointly. As a particular case, the Commission
recommends setting up a European agency for the Rhine basin, which could
be given the status of a joint enterprisc.

Secondly, in order to combine national efforts and the sound progress of work
undertaken at the Community level, the Commission proposes to sect up a
common information procedure foresecing possible extension to the whole
Community of emergency measures for environment.

Thirdly, to allow the Community to share actively in the work of international
environmental organizations in such a way that the specific requirements of
Europe are considered, the Commission suggests that the Member States get
together and take joint action concerning environment within the compass of
these organizations.

Lastly, the C ission rec ds pr dings for developing scientific and
technical knowledge in the sphere of environmental protection and improving
the collation and circulation of knowledge within the Community.
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aTézoe;: i:;.riet, i}lftelx)lréef;t the igdispensable measures which the Community should
' § to conduct a coherent and dynami i i
'tl“h:.;e is no que§tion, and the Commission doez no?lsig;éls:yit?%fe ltlrv;(;?;nn?iﬁt'
s(; t e 1f)ommumty level, the bulk of t1.1e policies and action that the Membeé;7
ates have already adopted or are going to take up. But within an economi
union 1t seems necessary to make available a common basis for regulations a(t:
least fo.r some sectors and certain products, in order to ensure 2 more effect’ive
protectu?n of mankind and nature and to avoid the occurrence of technical
obstructions and distortions of competition.

VI—The intensification of Community solidarity in relations with
non-Member States

Since the presentation of the Memorandum on industrial policy, the negotia-
tions on the accession of four new members to the Community have reached a
happy conclusion. In its enlarged form the Community will consolidate its
posﬁmn as a prime commercial power in the world. Its responsibilities in regard
to its industrialized partners, countries with nationalized trade, and especially
developing nations, are greater than ever, whilst the difficulty in adopting
common attitudes to different problems grows correspondingly with the num-
ber of Member States and the variety of their economic problems.

During recent months, the economic and monetary events which have shaken
the world have allowed the Community, despite these temporary problems, to
prove that it was sufficiently mature to carry out such a task in full considera-
tion of the general interest. Indeed the risk of escalating protectionism was
great. It still is. Such retrograde action would greatly prejudice the economies
of industrialized countries. It would have very serious repercussions in the
developing countries. In these circumstances the Community resisted the temp-
tation of taking or even considering retaliatory measures. It has even accepted
certain concessions without return in consideration of the difficulties facing
the United States. In doing so the Community has played the stabilizing role

expected of it.

This trend will soon be confirmed by the accession, as associates, of a group
of States formerly linked to some of the applicant countries.

In the same spirit the Community is negotiating with non-applicant members
of EFTA in order to reach agreements which will not prejudice thejr economies
but strengthen the commercial ties between them and the Community despite

the absence of common economic policies.
However, the fellowship of the Six, and later the Ten, will have to b.e §hown
not only in the multjlateral and bilateral negotiations of 1973, within the

framework of GATT, but also at the Conference on European Security apd
Cooperation. The Soviet Union especially should be persuaded to recognize
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her interest in recognizing the Community and cooperating wnh it, without the
Community affording any guammcc h ver to the politico- ic pro-
tectorate, which still persists in eastern Europe.

On should also examine the desirability of replacing the so-called auto-limit-
ing agreements, which have arisen in some sectors, by a code of *“good con-
duct”, which would help to reduce the eyclic swings by diminishing the risk of
obstructions to international trade. Such provistons would be specially valuable
1 the steel sector, where the market is subject to pronounced cyclic ups and
downs injurious not only to the iron and steel enterprises but also to the whole
economy.

The activation of a joint commcrcm] pollcy cannot ignore the problems in-
curred by the devel of ies. The activity of thesc
companies has contributed a great deal to the progrcss and cxpansion of the
Community economy. But the Commission, careful to forestall any abuse of a
dominant position, is studying measures which should be considered, if need
be, in order to ensure that the behaviour of these companies still conforms with
the basic interests of the Community.

‘The Commission is also taking care that the Community enterpriscs have sim-
ilar facilities for their investments in non-Member countries.

‘The recent monetary crisis and the persistent deficit in the balance of pay-
ments of the United States have given a new edge to the problem of foreign
investments. It may seem abnormal that the Community is holding on to con-
siderable amounts of unconvertible dollars, whereas at the same time the
American companies continue to invest in Europe, while Community com-
panies invest much less in the United States. Among the criticisms provoked
by this situation, that by American trade unions is by no means the least sharp.

If this situation was to persist, it would certainly lead to controlling measures
on one side and protectionist devices on the other, We may also hope that steps
will be taken on both sides of the Atlantic, so that, partially at least, dollar
balances may be invested in America and thus share in reestablishing a mutual-
1y desired balance.

A more specific problem is assuming proportions which may well causc ap-
p ion, namely the question of export credits.

Despite the efforts of the Bern Union, tke Community coordination group and
the OECD, credit periods everywhere are getting longer and longer and the
allowances agreed on interest rates are continuously rising. This is an un-
desirable situation both for the importing countries, whose debts reach the
point where the country’s reimbursements will be beyond its capacity, and for
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the exporting countrics, who h
, ave to pay from their own
produce and supply other customers, poclets for what they

Obviously the nature of the problem varies according to whether the exports

For cqurls to.dcvcloping countrics the problem is especially complicated, since
.thc way in which the concept of aid is allied to that of commercial transa’ctions
1s still not easily defined. This explains why, in the Community just as in larger
spheres, the efforts towards setting up rules clear and acceptable to everyone
arc cspecially arduous.

On the other hand, credit for exports to developed countries and those with
Statc organized commerce involves rclatively simpler problems. Besides the
agreements to be encouraged within the OECD and in anticipation of the
Conference on Security and Cooperation in Europe, a common approach at
the level of the Ten should be made. With this in mind the Commission is
prcparinlg a draft regulation, which could soon be submitted for the Council’s
approval.

As regards the harmonization cf credit insurance procedures, the two policies
covering medium and long term suppliers credit, one for private and one for
public buyers, have been adopted by the Council in 1970. Their implementa-
tion, however, was subject to the solution of several related problems including
the adoption of a common policy for purchase credits, a common scale of
premiums and joint mechanisms on price and trade guarantees. The Commis-
sion made proposals, notably on the last two points, during the summer of
1971. However, the study being undertaken by the different Council authori-
ties shows that on some matters, particularly the question of price guarantees,
it will be difficult to reach rapid agreement. The Commission has also just
taken up a directive which will modify the application conditions of the two
policies adopted by the Council in 1970, so that they may be applied this year.

Lastly, as regards research, the work by the PREST and COST groups will
allow some international cooperation to get underway. If such an approach is
accepted as a first stage, one must not shut one’s eyes to the fact that it ex-
cludes any organized Community solidarity, and will not have any real signifi-
cance unless it paves the way for the development of a global strategy.

Conclusion
In sum, reviewing the whole problem of Community industrial policy leaves a

patchy impression. Those who are optimistically inclined wi}l emphasize tl?e
progress made in abolishing obstacles to trade: in shortly opening up the public
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works contracts, in greatly increasing international approximations. They will
stress also the advances made towards initial agreements in rescarch with the
trend towards setting up European technological services, to which may be
added the creation of the European Management Foundation and the In-
stitutes in Brusscls and Milan, not to mention the favourable reception of the
C

ion's proposals on envir Those with a more gloomy turn of
mind will lament the slowness of lhc Councnls procedures, the number of
proposals still on its agenda iting i the tendency of some Memb

States to dispute the initiating and coordinating role of the Commission, the
very slow pace of work in the scientific and technological fields proceeding on
a far too broad extra-Community basis, the lack in many areas of any meaning-
ful solidarity between Member States in their relations with non-members.

Perhaps the most reassuring thing is the fact that the Conference of Heads of
State and Governments to be held in October, has included industrial and tech-
nological policy and the institutional strengthening of the Community in its
agenda, It is also satisfying to note the keen interest shown by the future

bers and more especially Great Britain in this side of the Community’s

activities.

This was therefore a well chosen time to draw up an initial balance sheet and
outline some of the prospects.

In any discussion on the futurce of industrial policy one must note that despite
twenty years work by the ECSC, and then by the EEC and Euratom, towards
industrial growth, economic prosperity and social wellbeing considered in
terms of income have been attained beyond all expectations, huge problems
still remain unsolved, which vitally affect not only the happiness of Europeans
but also to some extent the future of our civilization.

The new cra heralded by the assession of the new members must be marked by
a great effort to forestall the imminent rupture between industry and society
and furthermore between the generations. To put industry at the service of
mankind: that is really the European Challenge. Today only western Europe
can show the way for a world more than ever torn with doubt. Western Europe
has managed to prescrve freedoms which are the envy of the Eastern bloc. She
remains less affected by the social plagues of the post-industrial era hitting the
United States and Japan. She has forged bonds of friendship and close coop-
eration with Africa. Her initial steps towards unity have provided a new
dynamism. Thus western Europe seems capable of contributing to peaceful,
logical and systematic progress both in her own interest and that of other
peoples.

The powerful social forces represented at this conference should become truly
aware of Burope’s new opporturitics and her new responsibilities.
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To reconcile industry and society means first liberating the industrial worker
from the evil spells still binding him; not only material squalor, which is still
with us, but the moral poverty bred by monotonous jobs, the ever faster
rhythm, conveyor-belt work, the inconveniences of transport, the harmful ef-
fects of city life and above all the lack of standing.

This means providing work for men near their birthplace and where their fore-
fathers lived. Europe must not turn into a Far West of rootless people nor a
melting pot drowning national and regional characteristics.

It mcans an cconomy directed more towards fulfilling the basic human aspira-
tions: comfort and sccurity at home, attractive towns to live in, a safeguarded
countryside within rcach, freely diffused culture unwarped by snobbery or
“¢litisme””.

It means a Europe cconomically open to the world but running its own ship, its
influence based not only on an incomparable heritage but also on the efficiency
of its productive apparatus and its institutions.

And lastly it means a Europe relying on its own capabilities and dgvo?ing its
new powers towards a more equitable distribution of wealth, the bringing to-
gether of peoples and the organization of peace.

Thesc are the themes of the conference opening today at Venice. These are
the tasks awaiting the Community.
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Overall indices of industrial production
(excluding buildings) 1958 = 100

1958 1962 1965 1966 1967 1968 1969
West Germany 100 133 156 159 156 174 197
France 100 122 140 149 153 158 178
Italy 100 148 167 186 203 216 221
Netherlands 100 134 163 173 182 201 225
Belgium 100 126 147 151 153 162 178
Luxcmbourg 100 113 125 120 122 127 144
EEC 100 130 152 160 162 175 195
Britain 100 114 132 135 135 143 148
Norway 100 125 153 159 166 174 182
Denmark 100 138 166 159 166 174 182
USA 100 127 153 168 169 177 185
Japan 100 191 255 289 345 404 472

Source: Basic statistics of the Community 1958/1969 and 1970,
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INDUSTRIAL DEVELOPMENT OF THE EEC:
PROBLEMS AND PERSPECTIVES (*)

R. LOMBARDI

Premise

Twenty-seven years ago, almost to the day, the Second World conflict came to a
close. The end of the war found European countries in a state of exhaustion,
civil structures 2lmost non-existent, factories destroyed. One had to start from
nothing and the will for restarting scemed stifled by a crisis of discouragement
and mistrust. A large portion of the population was still suffering from the
recent events with an atutude of resignation, of indifference, of passive protest:
“Ohne uns"; “without us”.

The rapid succession and multiplicity of events, the new problems arising
which today’s socicty denounces, make that epoch scem far away; however,
they cannot make one forget the constructive ability which industry, above
all, responded and reacted to this fecling of bewilderment, If 1 dwell on this
topic, recalling bricfly our recent history, it is simply because it scems right to
me to underline the worth and continuity of the role played by industry and
the constructive thoughts which denved from it for the development of society
in the changeable and varicd necds it has since expressed,

When the productive and industrial structures had to be completely rebuilt
starting from nothing, they were weak and uncertain; European businessmen,
with 2 good deal of courage and foresight, understood that the probl of
reconstruction and development could be solvcd only in the fmmcwork of a
policy of real international economic collaboration.

This then was the attitude of European tndustry; it helped and favoured a
policy of gradual freeing of the exchange of goods, services and currencies,
adhering faithfully to the establishment of lhe OEEC and the European Union
of Payments, This policy repr d af ic choice and a
confirmation of faith in the ideals of palmcal liverty; it gave industry the
task of setting in motion a process of expansion, supported by quantitative and
qualitative mobilisation of its own resources. It was necessary, moreover, to
produce in greater quantities at ever lower costs, to make available materially

(*) Translated from the Itahan
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ag;lh:[;:)rxil\l;:.lyo;ta; ;\(')I:fcllz] was ‘nec:flcd by the _collecflyxty, to iPculcate once
gain yons ence in his own creative ability and his own future
'I.ln.s is _wlmt society was secking at the end of the forties and throughout tht;
fiftics; industry met these nceds whilst safeguarding at least one of the four
fundamental freedoms: freedom from want.
.In the same way as it received favourably the frecing of exchanges, Buropean
industry became also the real stimulant in creating the European C,ornmunity
which developed into a reality during the sixties. We felt then that the vast
process of harmonization and coordination which would follow would benefit
not only industry itscl{ but, above all, the social and civil progress of all the
participating countrics. We realised then that the creation of a single large
market would give positive results measurable not only in economic terms but
also in political ones for the drive it would give for attaining an integration at
all levels between the Community countries.

Looking back to the distant and recent past, we notice that this act of faith
has found a clear expression in the facts; today, the Community is capable of
reducing sharply internal cconomic and social instabilities whilst externally it
is preparing itself to meet the increasing demands for cooperation and integra-
tion cncouraged by the cvolution in political, social and economic relations
which will characterize world cohabitation in the seventies.

I do not at all underestimate the difficultics which this system of open competi-
tion and nccessary competitiveness has created for industry in free countries,
whilst stimulating at the same time technological and productive development;
the difficulties which have beset certain currencies, tensions in the capital
markets, the increasing structural deficits in the balance of payments of cer-
tain countries, monetary restrictions, the recent protectionist manifestations
and restrictions in international exchanges, all these constitute expressions of
the continued wish for the removal of frontiers and has;_ﬁ?;?"f‘ndy been achieved

R

in international economic cooperation. Fem
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But what in my view is now urgent is for the Community to become as quick-
ly as possible a “real Community", in which a policy worked out democratic-
ally and with the participation of all shall allow for a strategic action to be
mapped out for the confrontation of common problems in the intcrest not only
of a few but of everyone—in a new bond of world stability, the contribution
of its own civilization and of its own experience. Only through a full awarcness
of this necessity can Community countries evaluate that which has alrcady
been achieved and, in the present state of the world situation, change into
reality the plans which seem realisable whilst removing the serious danger
which can already be forescen. In other words, it is essential to face with a
sense of urgency and with diligence the basic problem of a gradual and
reasonable coordination between the ic and social policics of our coun-
tries, above and beyond purely cial and y ideration

The business world is directly and keenly interested in this irreversible evolu-
tion; 1 even think that it is the best qualified social element to help the polit-
ical world to understand the nccessity and to act energetically and promptly
for the fulfilment of this “reform™ which I do not hesitate to qualify as histor-
ical. This is the “reform™ which will enlighten tomorrow’s society in a contest
which shows always more vividly how erroncous and dangerous the concept is
of absolute political power, it would be wrong to draw up the numerous reforms
which today's society needs within the narrow limits of national borders. For
this to be possible, it requires, however that ali social forces realise that only a
“real Community” can solve the many problems wherever they may occur.

To this end, the Community will have to acquire its own distinctive personality
to express a real political will. Much has certainly been done up to now but
this is no longer enough.

The Community has prepared interesting and valid proposals on important

bjects like the Ec ic and M y Union, the policy of relations with
Third Countries and policics on agriculture, social matters and cnergy. More
often than not, their fulfilment has not been possible; when it has been, it has
given negative or only partial results. This failure is du? to lhf: fact that only
a “real Community”, capable of expressing democratically its own overall
“policy” can enforce a strategic action in which the various political and scc-
toral elements find their scttlements in terms of harmonization and compat-
ibility.,

Through want of such policy, industry has had to bear the .mair'x consequences,
above all, during the Sixties. It will suffice to think of difficulties arising from
the ever faster technological progress and sharper international .comp?lmon;
the necessity to adjust conditions of competitiveness to tlfe new fllmensmns 'of
markets, in the absence of an institutional framework which, whglst harmoniz-
ing instruments on norms, legislation and inistration of a.smgle country,
helps enterprises to surmount the increasing problems of organizational, econ-
omical, financial, social and commercial aspects.
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Even in the- presence of such difficulties, European industry has shown an un-
equa.Hed ablhty and quality for dynamism and for gradual adaptation to eco-
nomic a})d srzlcxal chlanges, these qualities can be seen through the considerable
economic and social expansion of the Community where ind

dominant factor. v sty has been the
Today, mdustrxfinds itself faced with a new reality, new demands, with the
conf;est of traditional systems and values. Latent and long-neglected needs are
re‘dxscovered and exposed, sometimes irrationally, in an impetuous search for
higher levels of well-being and justice which humanity believes can be attained
through a better propagation and use of knowledge, of techniques and available
resources.

Imbalances to eliminate

These demands are due frequently to a deep rooted want of stability but to-
day’s incompatibility is fully aware of this in a background of general and
wider progress. I refer, above all, to territorial imbalances which require de-
cisive rebalancing so as to secure for the populations of large regional areas,
particularly the Community’s peripheric zones, a fairer penetration in the
circuit of general economic development so that they too can attain the higher
levels of material and spiritual well-being they yearn for.

The business world is ready to accept this new challenge; as in the past, it
has taken upon itself economic and social reconstructions and it accepts also
the wider and various responsibilities connected with the needs of today’s
industrial sector; it acknowledges that industry is an instrument at the service
of the community and that the contribution made by enterprises to the pro-
ductive and technological development is an indispensable element to reach the
fundamental objectives which any industrialized society aims at.

At the same time, used as it is to operate in an international sphere in terms of
competition, of realistic reconciliation of needs and conditions.alnfay_s diver§i-
fied and frequently contrasting, spurred by a taste for risks which is its partic-
ular characteristic, the world of industry has already felt, perhaps more
through intuition than design, the opportunities which would have be.en offered
to its development, and, in general, to a greater extent to the economic develop-
ment of European countries, by a radical modification in the traditional for-

mulation of economic, social and cultural activities.

Our democratic society, however, is based on a pluralist system where the
common process of development must be borne by NUMErous and coordi.nated
decision-making centres; it is necessary therefore, to avoid any temptauo.n at
self-sufficiency but, on the contrary to solicit all the members of the society:
political, syndical and intellectual, so that t‘hey may participate according to
their own role and their own responsibility, to the solution of common

problems.
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In this formulation, certain sides contest and undervalue the need to produce
wealth and whilst a different distribution of resources and a continuous im-
provement of social benefits and conditions of life are invoked by them, they
forget that economic growth is a prejudicial condition in the civil progress of
society and since industry is a prime mover of such growth, it is essential that
it should have the possibility of carrying out efficiently its first function—that
of leading.

Political powers are, above all, the ones which should be aware of this mutuat
relationship, assessing rightly the difficulties industry has to overcome in the
cveryday international contest; these powers must understand the urgent need
for developing a common industrial policy which ensures that the conditions
necessary to cnterprises aimung to operate 1n a frec and enlarged market, can
put to maximum value the large opportunities offered whilst, at the same time,
facing outside competition on the world market. Enterprises know that inter-
national competition does not allow for crrors but they also know that the
world market is their real frontier and are ready, therefore, to move in this
sense.

Regarding the initiative of the European C ission for the pletion of a

common industrial policy, industry 1n the Community has given and will con-
tinue to give its support and its full collaboration

It is necessary today for Governments of Member Countries to conform to
such initiatives. The frecing of exchange is not in itself sufficient; the many
technical, administrative and fiscal obstacles must be removed as hitherto they
make the free movement of goods dufficult, they influcnce the income and the
cost of industrial production It is necessary, therefore, that the States adopt a
policy of effective integration and freedom through the harmonization of the
respective regulations and norms.

But an industrial policy which proposes to encourage a still stronger productive
development implics also the possibility for industry to enlarge its presence,
not occasionally but under stable conditi in the international markets; that
is to say that a strategy of penetration based not only on increased exports but
also on the international movement of capital in firms of international charac-
ter is required. Such policy must allow industry tq enlarge its pruductiye limi!s
also qualitatively by aligning itsclf to the dynamls.m. Pf processes achieved in
advanced countries, by a speedier structural ﬂcmblhty,. by a beft;r sectoral
selection and by acquiring more rapidly results of technical-scientific research
and improvements.

This is a matter of European industry being able to res?ond iq an opportune
way to foreign conditioning. This stipulation is ded.uccd in the first place from
the strength and size of the productive structures in the industrially and tech-
nologically more advanced zones outside the Community.
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national policics only but require a common and coordinated effort, nn effors
which aims at the completion of institutional conditions, the Infra-sttuctural,

social and fi ial oncs ry so that capital s induced to flow
towards work and not the other way round, so that industry may responsibly
exercise its function of Ieading, so that social tenslons are fesscned and cut
down disparity, even cultural, incompatible with human and political purposes
inherent with the concept of the Community itself,

‘The improvement in the standard of living as 1 have already said, Is the second
main objective to draw the attention and pledge of industry In the ambit of
general problems linked to civil and social develog of the C

this attention and this pledge, the industral classes propote to express lhmu;gh
the contribution of their expeticnce and of their ability to adopt new vy,

With regard to this objective, we know which argument of particular stress
and increasing impontance productive develop and technnlogical
advances on the one hand, degeneration and pollution of natural surroundings
on the other. It has caused some certainly interesting appraivaly and secutar
tions and mistaken interpretations of past and prewent phenomena which
think it is opportune to put nght and I will s2t out the real terms of the
problem.

I have already mentioned that dunng the fifues and the early part of the
sixties, industrial development rea.om 71 zrd, therefore, that of «isntific re.
search 20d technology was inspized mainly by the nesd 1o produee alm-/g
better and in larger quantities 2t lowmer cowy, thromgh the better v of
sources.
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suffxcxer‘xt; it does not answer any of the common charges, it is even frequent
contradictory. The general tendency is for industry to be made to bear al]

responsibility whilst, in fact, it represents but a s ment i
. mal
pollution. ’ I element in the process

The relative toleration margins are evaluated differently from one country
a‘nother, from one sector to another. A well thought out and progressive limit;
tion pf t.hose margins involves costs which increase proportionally. Differe;
pohcles.m this matter could have very serious repercussions on the mo;
economical use of resources and at international competition level. If, as
seems reasonable to suppose, the major responsibility for a broad and decisi
policy of remedy should fall on the shoulders of national communities, on th
budgets of the various States and in the end, on consumers, the foreseeab
entity of the onus would seriously affect the socio-economic policies of th
single nations.

This is a particularly important example of the present situation. Multination:
cooperation in major programmes of scientific and technological research
just another valid example; these programmes will have to take increasingl
into account qualitative considerations apart from quantitative ones, evaluat
and encourage the direct use industry is prepared and able to give for the
better fulfilment.

Closely linked to technological development are also the problems of larg
industrial installations for basic products; in my opinion, these problems de
serve being referred to again since they are also apt to condition the futur
economic good order of a “real Community”. The fact in itself that in thes
sectors the optimal dimension is constantly increasing together with eve
heavier charges for research and technological modernisation make it possible tc
foresee the practical danger arising or already present in certain sectors, of an im-
portant surplus production which will jeopardise the economic stability of the
enterprises involved, its prospects of economical use and fair profits from the
investments concerned. We need only quote the now famous case of ethylene,
where national projects from the USSR, Austria and Italy foresee surplus
availabilities for which one cannot think of adequate outlets. It is clear, there-
fore, that also in this field, efficient cooperation will be necessary at Com-
munity level to avoid that the dangers referred to should become reality and
perturb the economic development of the Community.

I would like to reserve a last fleeting allusion to social problems which hither-
to have been considered the preserve of individual States but which cannot now
fail to interest a Community sincerely wishing to be such and wpich'affect
directly its industrial component. I refer to problems of internal emigration, of
housing, transport, health services and education at all levels; these have many-
sided aspects but they amalgamate coherently at t.he demand.——to.dz‘zy it is
general and urgent—for a substantial improvement in community living and

for the satisfaction of the more elementary needs.
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Conclusion

In order to solve these probl it is y in my opinion that all of
us should be aware of a new reality. It can be summarised in the “overall
character” of the problems which have received our attention and which
preoccupy us. This overall aspect necessitates overcoming the present social-
economic instability and the coordinated evaluation of the contribution that
each social element can and must express for the fulfilment of a better com-
munity way of living.

that each social element can and must express for the fulfilment of a better
community way of living.

I am quite convinced that to this end the contribution of the business entity
cannot be substituted and is vital. In speaking of industrial society, a critical if
not outright p shade of ing frequently and casily appears yet
I belicve very few today would be prepared to do away, even if only in part,
with what industrial civilisation has made possible in terms of progress and
well-being. The important thing is that this industrial civilisation should know
how to live up to the new nceds and apply itself and succced in making itself
kindly-considered, if not “loved”.

Maybe important changes will be required, not excluding the scarch for new
patterns but, up to now, no clear picture has emerged nor any attractive
results.

The European Economic Community with its impressive economic strength,
its splendid tradition of civilisation and culture, its unsurpassed creative abili-
ties, can prove to be the real medium for the fulfilment of such new patterns of
life in a community.

To achieve such an attractive mm, the pledge of everyone is rcqmred from
businessmen to workers, from politicians to administrators and legisl

1 firmly believe the social communities of each of our countries have every-
thing to gain from this mutual relation of interests and from a coordinated
decision on specific problems.

The time available for the realisation of this “true C ity” is unfortunate-
ly short; at world level, big moves are being made which will decide the fate of
free countries. The important thing is for the European Economic Community
to participate in it with “cards in order” and above all, with the weight and
prestige which belong to it, But for this to be realised, a unity of interests and
obiectives is necessary, this alone can give to its presence the determinant
efficacy to vie with it.
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* LY l‘l ta \lﬂlidt

:‘_\g-mng xhcsc‘ objectives we may quote: the creation of jobs, which is an over:
;x g necessity because of the exodus from the land, collective redundancie:
‘ollm\mg s(nxc(.um‘l reforms of all kinds in all sectors of activity, young people
in scarch of their first jobs. ete. . . .

Tt should.bc no!.cd that productive investment does not always correspond tc
.th.cinrcauon of jobs once it is applicd to structural reforms, which, in their
initial stage at least, lead to manpower being made redundant.

It is sufficient 1o note that productivity, which is not a bad thing in itself, often
exists side by side with an aggravation of unemployment. at least in an intial
period.

Industrial development is necessary for harmonized regional development. The
latter has no chance of succeeding. except in periods when business is booming,
unless the Community is capable by acts of will of spreading the expansiovn
over the whole of its territory.

Unfortunately, we have not got to this stage, and it would really seem that
regional concerns appear only in declarations of intent, but not in the Com-

munity policies.

The acquisition of new advantages for workers through the intermediary of
laws and collective bargaining agreements obviously depends on a high state of
cconomic development, and this more particularly in the industrial sector.

Attention should also be drawn to the fact that excessive disparities in in-
dustrial development between Community countries, create difficult problems
at the frontiers, which are a source of specially worrying imbalances.

All industrial development must further be based on a satisfactory balance
with collective and social facilities. Unfortunately this is not always the case.
However, social equilibrium and regional development in particular depend on

this balance.

It also happens too often that the States, in the framework of their national
plan, their programme or their forecasts, put in hand research on the overall
rate of expansion to be achieved and the general means of attaining it, par-
ticularly in the medium-term, whereas at the very same time this rate itself is
at the mercy of increasingly numerous external hazards. At the same time, if
there are figures, we note the absence, not of an industrial policy, but of

industrial policies.
industrial policies be defined? It is obvious that accupational

RI12444

Why should
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leration of reconversion operations, changes and mutations
resent, reconversion operations are of different dimensions than formally.

50 long ago they generally affected one more or less important enterprise.
y whole branches are threatened: coal, textiles, mineral ores, etc. Further-
 these branches exist side by side in the same region, which means that
wersions have come to be occupational, inter-occupational and regional.

ere any nced to add that the frontier regions of the Community are
xrned?

extension of these operations also poses political problems as soon as, in
ind the same country, regions of old industrialization, which are therefore
ning, are juxtaposed with others which, being of more recent development,
the best adapted, most progressive and most highly qualified industries.

tlanced evolution as between regions

¢ is no blinking at the fact that the European Community has not at-
d enough importance to regional development. The EEC Treaty, although
rfect, has made it possible—Dby extensive interpretation—to apply policies
:conversion, regional investments and subsidized housing, among others.
aver, the Treaty of Paris is limited to two branches albeit important ones.

stless, the Community has worked on analyzing regional.problems !)y
s of the opinions and reports of the European Economic and Social
mittec. Guidelines have been laid down and very partial measures are
aged, but all this cannot be enough. What is lacking, here again, is will

esources.

v case the Community cannot allow the illusion to grow up that industrial
tralization will be the effect of a natural evolution. On the contrary,
al development is in the other direction. Thfa aggrayated disparities ob-
d at present more than prove this. Here again, it will be one of the es-
il tests of the Community will that it assigns social and human ends to

opment.
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Rapidity of the evolution of scicnce and technology
This evolution is both an element of regression and advance on the social scale.

There is regression as soon as it leads to maladj t, either b the
persons concerncd do not possess any basic training, or because the break be-
tween the old and new manufacturing processes leads to chronic maladjust-
ment, so that these persons are left by the wayside as society progresses.

Advancement will not be a gift. It will not be possible in all cases, but the
great point at stake is how to profit fully from changes and mutations in such
a way as to improve the Iot of human beings. This will presuppose a complete
process—to which we will return—of general training, technical training, oc-
cupational training and further training.

But qualitative and quantitative increase and improvement of training, by

giving equality of opportunities to everyone, will still allow a hiatus to exist
between qualifications acquired and jobs held.

Concentrated powers and diluted powers

C ation is a generat ph which is internal to each of the Com-
munity countries, within the Community itself and willed by it, particulatly in
the form of the creation of European limited companies or of groupings of
firms with a view to cooperation, The multinational companies make their
presence felt on a vaster geographical scale.

Although concentration as a technical means of attaining certain deliberate
objectives cannot be called into question—it develops moreover under all
regimes—the question may be asked whether the State and the Community
itself have the powers to offset the strategy of these firms. This is why,
moreover, the quarre! for or against supranationality today appears very much
overtaken by events. There already exists, and therc will exist even more in
the coming years, a supranationality of business. What will be the offsetting
powers?

What will be the degree of responsibility of the directors of establishments?
Will it really be possible to begin a dialogue to harmonize and develop col-
lective bargaining agreements and to ensure social protection and guarantee
security of employment?

‘What will be the behaviour of the parent enterprise which is in a position, as
regards the siting of firms, to play as on a chessboard?

These facts, these fears, or these questions show quite clearly that the watered-
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down powers of the States do not correspond to the factual situation of
conccntratqd powers. This is another way of saying how necessary it is to create
a Community endowed with political powers of its own.

Imbalances which reappear incessantly

It has to be recognized that all growth, particularly industrial growth, is the
source of imbalances which are incessantly renewed and are due to the

speedier pace of change. Adaptation in the wide sense of the term becomes a
permancnt phenomenon.

But what is unfortunately, and too often, perceived inadequately is that im-
balances from outside add their effect to internal imbalances.

The monetary crisis of 15 August 1971, the opening of frontiers between
Common Market currencies—which presupposes reciprocal adjustments—the
tariff negotiations between the Common Market and the non-member countries,
the privileged relations with the developing countries, which will have to be
expressed in forms going beyond traditional trade—solidarity and associa-
tions—are so many elements whose influence we undergo, which we accept or
desire and which are sources of imbalances.

The de facto international division of Iabour

Industrialization involves the risk of finally creating geographical divisions,
even within the Community, between labour-intensive industries and those
which make use of much capital and a wealth of techniques. This situati'on
continues and even becomes aggravated when it is a matter of the developing

countries.

In this way a de facto division of labour grows up between regions or between
countries, which must be corrected as quickly as possible.

The maintenance, to say nothing of the perpetuation, of such a situation would
engender injustice and revolt.

Position of the worker in this setting

There can be no doubt that national legislation and colle.ctix{e bargaiging agree-
ments are far from perfect, but the trade union orgamzatlons, w}n(.:h’ are th;,
natural mandatories of the workers, possess at nanon.al level possibilities o
direct action which they do not always have at Community level.

As regards enterprises, their dimensions (volume and geography) make col-
Jective concertations and conventions more difficult.
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The centres of decision recede from the human being, dehumanize relations
even more and give rise to doubt as to the possibility and efficacity of any
dialogue.

The rights exercised by the workers appear to be more limited.

In this way, in European limited companies, uncertainty reigns as to the
representation of the workers and the real rights which will be exercised.

Thus, the new dimension of the problems is not accompanied by a new dimen-
sion as regards the rights excrcised by the workers and their organizations,
either in the Community, or in the new enterprises created or in the course of
creation.

Social policy in all its aspects has no Community rules and too often remains
at the stage of coordination of national policies.

II—WHERE DOES THE COMMUNITY STAND TODAY?

The European Community, which is in the process of enlargement, has not yet
become sufficiently strong. The common policies laid down are not implement-
ed, with the cxcepllon of agncullural policy, which is in danger of being
called into question in the tariff ions with the non-member countries.

This situation poses special problems at the time when four new members are
adhering.

Does this mean that the Community has done nothing of value? The establish-
ment of a market, the opening of the frontiers have triggered off an
overall increase in prosperity, and the development of investment has obliged
enterprises to adapt themselves to the general movement of economic expan-
sion. But this develof has been d by imbal of which it
may be said that they boil down in essence to the following:

(a) Imbalances in incomes;

(b) Regional imbalances;

(c) Imbalances in employment;

@ Monetary imbalances;

(e) in ic and social policies which make it difficult to
follow the path towards economic and monetary union;

(f) Imbalances provoked by structural changes, in particular reconversion
and concentrations;

(g) Imbalances between the vaunted intention of preservmg competition and

the actual situation which, through under di and domi positions,
is leading to enterprises or professions being in a position to proclaim their
own rules,
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(h) Imba]an.ccs. duc to the difficulty of ensuring fair distribution between
' productive investment, collective facilities and consumption;

M Imbg]anccs due to the fact that the rules of competition are increasingly
havmg the cffects of slowing down in each of the countries the evolution
of sqcml progress, whereas no attempt is made to research non-wage pro-
duction costs which it is in the joint interest to reduce in order to facili-
tate the growth of productivity;

() Imbalances brought about by the inability of the authorities to throttle
down inflation, otherwisc than by proposing classical methods which are
today recognized as harmful: putting the brake on wages, leading to un-
cmployed production capacity, accompanied by overgeneral credit restric-
tions, this whole process leading to regression and recession, whose dura-
tion it is always impossible to foresee;

(k) Imbalances in European programming, which is confined to recommen-
dations or even to proposals in which the concern for balanced expansion
scems to cover up trends leading to the acceptance of a certain amount
of underemployment. The economy of each of the countries is juxtaposed
with those of the others, without any clear expression of the absolute need
for interaction in law and in fact. In many cases, Community policies,
although they are the subject of definitions, guidelines and declarations of
intent, are not endowed with the resources necessary to implement them
and the institutions capable of applying them in the Community interest.

It is true that disequilibria are the common lot of any society which is on the
road towards expansion or confronted by external forces, but in ‘its pr'esent
state the Community has no policy of reaction to events, nor any will to mt?r-
vene in a permanent struggle against ever-emerging disequilibria and the in-
justices which they involve.

This is the important fact. The practice of laisser-faire, of letting things go
their own way appears to dominate even if it is true that praiseworthy declara-
tions of intent accord a certain importance to these problems.

Does this mean that the militant trade unionist, who has believed in E‘,urope
from the outset, that is to say, long before it took concrete shape in the

. . o
Treaties, is overcome by discouragement, or even by renunciation?

No! For the essence of the European edifice resides in its basic capacity, which
derives from its very existence, to preserve freedom and ensure peace.

The arrival of four countries with tried and tested democratic institutions lenc.is
strength to the six others where liberty is concerned. In a tf)rtured vivorld_ in
which conflicts are numerous and in which here and thefe bellicose naﬁo_nahsm
is again raising its head, it is decisive that ten countries ShOl.lld constitute a
laree-scale whole, capable, if it is endowed with political will, of being an
essential factor in the defence of human freedoms.

72



There can be no doubt that peace will result from the cooperation and then
the integration of countries which a short while ago were belligerents and of
which several have met on the field of battle three times in a century.

This means that we must not condemn the present trend, but that it is in-
dispensable to remodel resolutely and even to transform and design what a
more human, more just and more fraternal society should be.

All this so that the peoples of the Community may live more happily, but also
because, if they stand together, they can show that their novel edifice may
serve as an example for the rest of the world.

And this example will be reflected more particularly in the relations with the
developing countries, and in the will to struggle together against all disparities
and all injustice, in such a way that the young people of the industrialized
countries may not live in comfort, boredom and confusion, whereas their op-
posite numbers in the developing countries suffer the pangs of hunger, the curse
of illiteracy and the refusal of human dignity. There is room here to recreate
an ideal of cooperation and solidarity in which the fresh forces of youth
would have plenty of ion to deploy th

ves.,

At this point, it may be thought that these considerations are wandering from
the subject. We think that this is not the case at all. The title is also “Society”.
Morcover it would not be ¢ ivable that, in ion with the industrializa-
tion of the Community, that is to say its expansion and growth, we would not
question ourselves as regards the aims of such expansion and growth. For
industrialization is not an end in itself, It can be a means in the service of
great objectives, but we have to grasp the fact that things will not happen of
their own volition.

Natural evolution, laisser faire, let things slide, and growth for egotistical rea-
sons are so many obstacles which must be overcome if Man is to be protected,
promoted, his libertics and dignity preserved, with the assurance that his efforts,
added to those of others, will create solidarity and cooperation—in one word,
will establish peace.

Rather than defining a society in constant evolution, always needing reform
and always secreting inequalities, injustices, infringements of freedom and
dignity, it would be better to see how this European society, which we know,
may transform itself by profiting to the maximum from the means which it
derives from the expansion and progress of science and techniques, on con-
dition that the will exists to do this.

All these points will be the subject of the second part.
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Industrial policy

We have scen that industrial policy can accentuate imbalances. This js wh
fﬂthough its nccessity cannot be called into question as regards {he increase i};
incomes, employment and re-cmployment of workers, it is indispensible that
‘thc European Economic Community should assign to this policy the role of an
Instrument in the service of social and human objectives.

Thesc objectives will not be achicved by the natural evolution of things. It is
cvcn‘possihlc to move away from them in the absence of a definition of Com-
munity orientations and resources fitting into a body of policies which them-
selves are fully Community.

It is these policics which we arc going to endeavour to describe, it being
understood that, on the basis of the ideas put forth, later studies will make it
possible to pinpaint the concrete measures which will have to be taken.

The final objectives of industrial development

In a Community cnlarged to ten countries, the first concern must be to apply
a rcgional policy, often defined in the Community institutions but in the
majority of cases lacking means for its implementation.

Regional development is conditioned not only by industrial development, but
by the provision of collective and social equipment in the widest sense of the
term, that is to say not only what directly interests the industrialists, but also
those facilitics which condition the type and setting of life.

The financial requirements will be considerable, but it will also be necessary
to be in a position to dispose of real estate, which today is the subject of in-
admissable speculation. It would be vain to endeavour to plan tI.le use of the
available territory if private interests were to oppose the ownership of land by

the collectivity.

Town and country planning, more particularly as regards transport, w}ﬁch
provides the means of irrigating the Community’s territory, must be actively
pursued, uniess the decline of the peripheral regtons is to become worse.

Moreover, regional imbalances would make the achievement of economic and
monetary union extremely difficult.

Transport is also extremely important inside the towns, when. we gbserve that
the urbanization process often leads to the congestion of certain built-up areas.

Regional policy must result in diversification and spread of economic develop-
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ment. In the present state of affairs, where will is lacking, where the proposed
approaches are insufficient and where the measures envisaged and not yet
applied are stil! too much on a partial scale, the Community runs the risk of
promising industrial decentralization, whereas, in fact, economic development
is increasingly going on through concentration.

An active employment policy

The Standing Committee on Employment should be a good instrument through
which it will be possible to propose solutions to quantitative and qualitative
employment problems.

Faced with the great movement of change and mutation—reconversion, con-
centration, structural reforms, headlong progress of science and technology,
accentuated impact of external events, evolution of occupational sectors, often
growing inadaptation of those looking for work to the jobs being offered—any
policy must be based on forecasts and updated to meet quantitative and
qualitative changes. Such a policy must huvc nvmlablc instruments of adapta-
tion and of general ad both tech 1 and pational.

It must be based on objective information concerning the trend of education
and professions.

Furthermore, we have seen that any Top policy the
disequilibria between industrial sectors. This is why an industrial policy can-
not throw its net too wide. It is advisable to make more detailed analysis
within occupational branches, in many cascs, in view of the change in pace,
industry will be declining and it will be advisable, therefore, to define, in
particular by agreements, the fate of those who in any case will remain in
these declining branches and of those who will be led to leave in search of
other activities. This poses, mler alia, the followmg problems remunemuon,

d: working di regxonal idized h
adaptauon to a new setting of life, etc. .

To all this should be added that an active employment policy will have to help
those which economic development throws on the scrap heap, that is to say,
eldery persons and persons ill adapted or unadaptable to new forms of pro-
duction and for whom social measures will have to be envisaged, in particular
retirement before normal age.

An overall balance sheet of what the Community has done in the matter of
employment will need to be drawn up in such a way that the deficiencies in
this policy having been brought to light, it will be possible to remedy them.

In any case, the principle must be laid down that it would not be admissible

75



t}m.t the gcncr:.x) prosperity of the Community should be acquired at the price
9f 1.m.balanccs in cmploymcm and cven of unemployment and downgrading of
individuals at the very time when qualifications are progressing,

In bricf. the social cost of reconversion must be borne by the Community.

A training policy

:I'his is doubtless inscparable from employment policies, but must go beyond
it once the objective aimed at is the transformation of Society.

The Community collectivity must attach primordial importance to this problem
if it is desired to cnsure cquality of opportunity in practice,

The child does not always receive at school specific training without which he
will become increasingly incapable of ensuring participation and action within
the collectivity.

In accordance with his social milicu, a child cannot accede to higher education
for lack of resources, a lack which moreover is not offset by the mediocre

scholarships awarded.

Education and training must become permanent, both for those who, because
of their parents lack of financial resources were obliged to abandon their
studies and for those who, for physiological and character reasons, were not
apt for study at a decisive moment in their scholastic training.

It is evident that the school and post-school periods must become increasingly
complementary and make it possible in the aggreg'ftte to ensure 'ﬂ.le continuity
of a solid, general and occupational training which are cond.xtxons for full
development of Man and multiskill occupationgl training, which are major
problems in face of the mutations and changes going on.

Finally, the Community, like each of its component countrigs, will ]?ave to
ponder the fact that it is impossible for everyone to occupy 1n a society, Qf
whatever form it be, jobs which always and mecessarily corr.espond. to their
knowledge. And yet, Man must be lifted above himself, in particular to

strengthen democracy.

This brings up the problem of the full development of Ma.m in his work, but
also outside his work, in his family, in collective life in the city, etc. ...

Social policy

The overall prosperity which we have emphftsized many times goes hand in
hand with intolerable disparities which must disappear.
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The accentuation of social progress comes up against two situations on which
the European Economic Community has not sufficiently expressed itself, These
are:

(a) Competitiveness. This has b the key word. May it not be feared

that this will lcad the States to apply policies slowing down social advan-
tages on the pretext of competition, a ion which is ptable from
the social, but also from the economic point of view, because the driving
force behind expansion is a balance between the growth of consumption
and investment.
‘This leads us to request that the Community should define its policy and
state clearly that economic and social progress demands a progression of
wages and social advantages and a reduction of the nonwage costs due to
inadequate productivity, speculation, situation i etc....

Inflation, It is true that this is spreading throughout the whole world, but
the battle which must be waged against it cannot be satisfied with over-
simple and dangerous remedics, such as a slow-down in remunerations,
non-utilization of production capacity, or scarce development credits.
Fortunately, these approaches are losing ground. People are aware today
that the causes of mﬂauon are multxple and varied: the market, lack of
job quahf‘cahon, peculation protected sectors, deliber-
ate price policies in public services, agniculture, etc. ...

(b

<

Evolution of collective bargaining

1t is quite evident that social policy is harmonization in an upwards direction
of social legislation. It is also the possibility for trade union organizations to
negotiate collective bargaining agreements: (remuncrations, working condi-
tions) and to extend the field of matters dealt with and the geographical area.

The role of the Community is to facilitate the development of this policy and
chiefly to supply information and statistics, and this at a sufficiently decentra-
lized level in each branch for them to be significant.

Although it is true that the policy of industrialization requires valorization of
industrial work, both material and moral, we are obliged to recognize that at
the present time this is only a pious wish. This valorization can only come
through impro in working diti social advantages, the length of
the working week and remunerations.

Incomes policy

Incomes policy, which has been a failure in several countries, has, on certain
i been proposed at C ity level. The idea behind this policy is
a balance between the provision of collective and social facilities, productive
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Ivestments and consumption. It should be noted that it often appe
residual as far as the last-mentioned item js concerned ppeats

In reality, the obstacles to an incomes policy are many:

1 rlcd(;ccs c:'onsumption. Experience proves that this js both a social injus
and a handicap to expansion. It is not in a climate of relative austerity that

action of investing is accomplished, if the internal market is uncertain and
external market precarious.

'H'wrcforc. a brake on consumption and on investment js accumulated, of
with long-term cffects. Need one observe that a brake on expansion also le
to a Jack in collective and social equipment.

Consumption covers a disparity of incomes, some of which are checked :
declared by third partics similarly limited and affected by taxation. The ini
effect of an incomes policy is, therefore, to strike incomes on a priority be
and to increasc social injustice.

Both those for and against an incomes policy must agree that it is fi
necessary to know the incomes. Quite a Iot must be done in this respect
order to cxcced the aggregate level, which, in any case, is often witho

practical significance.

Much morc thorough knowledge would help in collective negotiations, whic
still remain a decisive instrument of social progress and which make it possib!
to safeguard the frecdom of the contracting parties.

From the point of view of a better division of incomes, need one add that an
action against disparitics does not belong to an incomes policy but to a re
distribution policy, to a fiscal reform policy, to a policy of structural reforn

to a regional development policy, etc. . ..

This also applies to direct and indirect taxation.

ommunity with regard to equipment, infrz.:\structure
as well as the need to socialize achievement:

te should be fairly distributed.

The growing needs of the C
and development of the territory,
require that the increasing tax levies’ aggrega
ncing of industrial developmer

ted, as regards the fina al Jopm
B o e it 1 e : g to know what is its utilizatior

from taxation, that it would be very interestin
and the results achieved.

The dimensions of industrial society

Within the Community understandings and concentrations 1:esponding to veg
divergent motives are developing. Moreover, the Community, for reasons .
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greater cconomic efficacity, is pursuing activities for the creation of limited
companies, or groupings of firms, some with a view to mergers and others
with a view to cooperation for certain important but limited aims. At the same
time, multinational panies are developing. This new dimension, which can-
not but become stronger in the years ahead, calls for the following remarks:

(a) will not the strategy of the large-scale cnterprises be more and more in-
dependent of the orientation which the Community considers desirable?

(b) The strategy of the large-scale enterpriscs vis-d-vis their establishments,

for which it may be fearcd that decentralization will be confined to

management in the narrow framework of imperative directives.

(c) The strategy of large-scale enterprises can lead to the shifting of establish-
ments for exclusively financial and economic reasons and to the detriment
of social considerations.

(d) Will the strategy of the large-scale enterprises allow of any cffective trade
union action if, at the national level, the interlocutor representing these
enterprises has no mandate to negotiate and undertake commitments?

(¢) Will trade union representation in these new forms of enterprises be
effective, and will its rights be recognized and respected?

<

The above shows all the importance which must be attached to supervision of
under dings and ations for which European laws are very inade-
quate and international legislation non-existant.

Soclal strains

Apart from the external i
at enterprise level:

already ioned, many questions arise

‘The growing specialization of work, the monotony it engenders, the splitting-
up of tasks which leads to repetitive and non-creative actions, the rhythm of
intensity and continuity of work appear as particularly distressing phenomena.

‘Work on the assembly line is today called into question.

The fact that workers are not called upon to know and participate in the life of
the enterprise creates increased strains. Morcover, the essential decisions are
often taken upstream from the enterprise, without any internal participation,
even on a consultative level.

‘These questions must be dealt with by the European Economic Community.
France has just published an initial report which represents an approach to
these problems: ‘vers une organisation plus humaine du travail industriel”
(Towards a more human organization of industrial work). For the present,
this is only an outline which will have to be completed by other studies.
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Having said this, Man can doubtle i i in hi
: ss achieve fulfilment in his ¢
more outside it. works but even

Thc.human being, tired out by nervous strains, often over-crowded transport
scrvxcc.s, must be in a position to rest thanks to a progressive and effectix:e
reduction in the working week, This priority for the reduction of the working
week, over and above periods of rest, must procure for the workers the neces-
sary free time for more and more further training, culture, family life, think-
mg and communal life.

The nuisances and pollutions of industrial society

The French Economic and Social Council and the European Economic Com-
munity are concerning themselves with problems of the environment.

Need we repeat that even though speedier industrialization can be a further
cause of pollution and nuisances, it is not the only contributing factor to these.
It should be noted in particular that the destruction of the countryside is often
the result of real estate promotion appetites incited by extremely profitable
speculations. This is the general problem which should be dealt with, in par-
ticular by an active town and country planning policy into which should be
dovetailed the campaign against nuisances and pollutions and for the preserva-
tion of nature and countryside. But this policy will only be active of it is
capable of mastering the private interests which stand in opposition to the

common interest.
As regards industry, the stress must be laid on prevention.

If there are charges which weigh on production, there can be no quest%on of
putting them on the same footing, on the buman plane, with the protecno'n‘ of
health and, on the financial plane, with the infinitely greater cost of repairing

damage once it has been done.

arry on vigorous international action, perhaps

ity must therefore ¢ ;
e o so that all countries adopt

through the intermediary of the United Nations,
preventive measures.

The Community itself should give the example by adopting legislation to pro-
tect Man, Nature, resources and the countryside.

The countries making it up will have to pool their information, research and
experience.

The most significant cases
prises and industrial sectors.

will need to be researched at the level of enter-
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Associating the developing countries
The developing countries are going through difficultics which arise:

(a) for some among them from rapid population growth;

(b) from the difficulty, even in a situation where the overall income is in-
creasing, of increasing individual incomes;

(c) from the growing disparities in income, compared with the industrialized
countries;

(d) from the fluctuations of raw material prices.

International and Community aid is therefore necessary in different forms.
But it must be well realized that this aid, whose detailed procedures will need
to be re-cxamined, facilitates the industrialization of these countries.

Unfortunately, this initial industrialization leads to a sort of international
division of labour, whose effect is to establish segregation between the in-
dustrialized countries and the developing countries. In the casc of the first it
may be observed that, since capital is abundant, and technical training devel-
oped, they are able to build up growth industnies requiring high qualifica-
tions. On the other hand, the developing countries are generally obliged to
Limit th Ives to industrialization, employing a ]argc pcrccmage of man-
power, raw matcrials, or the production of non-sophi d goods.

This international division of labour cannot be satisfactory and this is why,
Ithough for the time-being it corresponds to a de facto sitvation, it cannot
have a lasting character. Diversification must come. In the first place, an in-
vestment effort must be made by insisting that the private capital which is
invested should not be only at short term with the aim of achieving often
excessive profitability, squeezing the country and then repatriating the
dividends.

This way of doing things constitutes an inadmissable exploitation of these
countries.

But if we wish that diversification should be a success, the campaign against
illiteracy must be extended and the general and professional training, without
which industries employing qualified manpower will not set up in the develop-
ing countries, must be increased.

At a time when the international monetary systems have to be revised, it is

dispensible that the Ci y should iate these countries in the search
for solutions, for the problems of balance are vital for all these countries,
which must in particular obtain the means of financing their development and
no longer be subject to the fluctuations of raw materials prices.
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The instruments of cconomic development

(@) Public enterprises

Europe .finds itself in fact in a situation in which the private and collective
cconomic scctors exist side by side, the latter including the public enterprises.
We cannot admit that the role of these should be reduced.

Pul.)lic enterprises have, in fact, made it possible to achieve results in fields
which are not immediately profitable, to ensure public services and to boost
development, particularly through basic research, to modify structures and to
provide highly technological facilities.

Too often in national plans and European programming nothing is done to
define a policy for this sector, despite the fact that it constitutes an irreplace-
able instrument of action.

(b) The intervention funds

Europe has ccrtain funds available: the European investment Bank, the new
Social Fund, the European Agricultural Guidance and Guarantee Fund. But
these are all inadequately endowed and in addition are not coordinated. Yet
they should constitute invaluable elements of overall financial policy. This is
not the casc and this is the reason why, as was demanded in particular in a
recent report on regional policy, these instruments, which are today dispersed,
should be a financial tool at the disposal of the Community for the achievement

of its policies.

{(c) Planning

In an economy which will be increasingly open to the outside world, there
should be research into the ambitions and limits of planning. Too often the
word planning or programming covers very different realities according to the

countries.

European planning or programining should aim at:

(a) ensuring that the economies of each Community country are complez.nfan—
tary and no longer merely juxtaposed. This is the qbvmus precondition
for the achievement of the economic and monetary union.

(b) Introducing a long-term forward planning on the development of the

Community and endeavouring precisely to elaborate a nfodc?l o’f civiliza-
tion. This defined picture of the future seems to be quite indispensable

to us if every citizen of the Community is to have a clear vision of the
jectives being pursued. _ .
{©) %?aining mediirg-term (five year) plans which' are closer .to reah}tly, while
taking account nevertheless of the fac‘t that, with the passing of the year;,
the medium-term objectives defined in a plan'te;xd to bfacome outdated,
because of the accelerated evolution, exther. within or without the Com-
munity, more particularly as regards production and employment.
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(d) Giving to the assessment of the short-term economic situation which,
every six months, must pinpoint the real trends, the possibility of propos-
ing revisions, reflecting the real situations as closcly as possible.

Morcover, planning cannot be an empty cavelope. It must include policies ac-

companied by the resources necessary to apply them. However, so far Euro-

pean programming consists at the most of recommendations, some of which
being more concerned with balance than expansion, have appeared to be
questionable.

Of course thought will rapidly have to be given to the question of whether
Community planning, which will cover & whole body of policies, which are an
cxprcssxon of the general mlcrcsl will be the master of the field. Is it not

ble to suppose that p ing will be breached by the divergent internal
and cxternal policies of (hc Communny, worked out and applied more special-
Iy by concentrations, particularly in the ficld of regional development.

Civilization and industrialization must be compatible

It is certain that the free market economy which creates riches—but not al-
ways—cannot cope with the qualitative needs of civilization, more particularly:
(i) the protection and advancement of human beings;
(ii) public service;
(ifi) regional development and town and country planning;
(iv) the redistribution of incomes;
(v) the maintenance of balances which are continually called into question.

This is why a “liberal” economy can obviously not lead to lhe achievement of
these objectives. The C y policies to be impl d will have to con-
stitute means of action in the various fields where it is necessary, not only to
boost quantitative development, but also to give it social and human objectives.

The Community’s real powers

The dilution of powers which remain at national level leads to:

{2) a weakened Community,

(b) difficulty in going beyond the definition of Community poticies which are
judged desirable while, at the same time, concentrated de facto powers are
building up.

Realization of these facts makes it imperative to have an economic, social and

monetary union progressively endowed with the powers necessary to ensure its
functioning and to arrive within the shortest possible time at political union.
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dy petition and ic efficiency. It is the Community’s duty
to see to it that, among the qualitative objectives, trade union participation
will not be sacrificed.

It would be giving a curious model of industrial civilization if the role of the
trade union were to be reduced to that of the Red Cross of the Economy,
dealing only with the ften socially damaging for the work-
ers— of economic actions which would remain the reserved province of the
States and the employers.

This is one of the essential acts which the C ity must plish if it
wishes to prove that the civilization to be built up is not, for it, the mere quest
for material achievements,

Conclusions

These will be brief.

The Community, in the condition of a market and a customs union, aims at
increasing its overall material prosperity by greater industrial development.

But the pursuit of material objectives cannot be enough.

A civilization, built to last, cannot emerge spontancously from the multiplica-
tion of goods and products.

The fact is that the overall wealth of the Commnmty and lhc acceleration of
its pace of develop t can and

A laisser faire, laisser passer attitude must be condemned.
The Community’s duty is clear.

Intolerable disparities must be effectively combatted: those which exist between
human beings as regards incomes; those which are worsening between regions;
those which bring up the question of war or peace when, at the level of the
planet, some people are increasingly rich whilst others become poorer and
poorer.

The regression of human beings on the social scale could be the consequence
of the speedicr pace of structural reforms and reconversion operations, which
makes it imperative for the Community, if it wishes to be more than a talking
shop, 10 introduce equality of opportunity by creating the means for constant
human advancement,

The setting of life, the type of life and working conditions are perturbed at all
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levels by pollutions, nuisances, nervous strains, the transformation of Iabour,
congested transport facilities. Town and country planning must be one of the
primordial tests of the Community will to make the general interest prevail
and to assign social and human ends to development.

Political, economic and social democracy remains to be established. People’s
civic sense could be gravely impaired if everyone had the feeling that he was a
passive instrument in often anonymous hands.

By its very existence, the enlarged Community constitutes a decisive factor
for freedom and peace, but it owes it to itself to become, through its actions,
an example for those making it up and for the rest of the world.

The model of civilization is conditioned by the will of the peoples and the
accomplishment, day after day, of tasks carried out with stubborness and
resolution in the framework of action aimed at placing the Economy in the
service of Man.

86




THE SOCIAL AND POLITICAL IMPLICATIONS
OF GROWTH (*)

Jean BOISSONNAT

No revolution in the course of history has so completely transformed the lives
of so many men, or for 50 many years, as the Industrial Revolution. Unlike
political revolutions, which are short, violent spasms in the life of nations, the
Industrial Revolution is a continuing process that involves the destruction of
social, mental and institutional equilibriums and the construction of others, as
delicately balanced as those that went before. Together with material weatlh,
industrialisation has brought insecurity to the heart of human societics, by
making the future appear as no longer a repetition of the past, and frustration,
by creating necds at a far higher rate than it could satisfy them.

Growth is thus only at first sight an economic process. It is measured and
expressed in economic terms, that is in terms of production, consumption and
trade. But it is an optical illusion to believe that politics are giving way to
economics, merely because governments now spend most of their time decid-
ing about interest rates, price controls and the incidence of taxation, settling
labour disputes or encouraging industrial concentrations, In fact, by doing all
this, they are influencing the objectives of socicty and the relationship between
social forces. In other words, they are taking political action. Relationships
between economics and politics, between material infrastructure and ideology,
are ideological relationships whose direction may alter. The will to power,
aggressiveness, the embodiment of ideologics once expressing themselves in
wars or revolutions (and still, to some extent, doing so today) have found a
new home in economic debate. In our day, Spartacus would be a trade union
leader, Wellington would be President of Shell, Bonaparte would be Com-
missioner-General for Planning and Charlemagne would preside over the
European Commission.

Current debates on the real pature and the prospects of economic growth are
essentially political. Jan Tinbergen holds the Nobel Price for Economics, but
he is taking political action when he proposes to replace the concept of “Gross
National Product” by that of “Gross National Happiness”, Sicco Mansholt is
President of the Commission of the European Communities, but he is acting
politically (and incidentally he makes no bones about it) when he puts for-
ward, instead of the GNP, the concept of “gross national utility”. The experts
of the “Club of Rome” are taking pohtical action, even if it is only by produc-
ing figures out of a computer as others might produce rabbits out of a hat,
when they forecast that growth will come to an end in 2020, The great debates
of our time are stated in economic terms, but their basic nature remains
Political:

{*) Translated from the French

87



(1} 1s the orpanicational v i
' reanpational svstem best suited i
: par 3 st S o produce and ibute w
of o capitalist or of a sozialist type? e distribute weslt,
(N’ S Loy v P . ' ] H
i *(..( ,mmxf: [:m..?h, @5 we understand it today, an advanced form of
mass hys<teria, leading the world to disaster? ’
1) l‘n xsn.:z Wi s{ can wndustrialised countries express the underlying inter
cependence of mankind o : : ibuti : .
peader inankind as a whole, by contributin
wepend of A g to the dew: f
the Third Worid? ) slopmento
4 Vhv ey 30 o eyt e 3
(ivy Why does Luro,:u want (o assume an cconomic individuality that will c=t
her apart from the United States? ’

"y 3 ‘ H A el : - .»’ . M

I}Ixf. object of this report is to bring out, starting from an economic anelysis
v . - LY ~ - ’
the m»:m} and political nature of the phenomenon of growth as we experience
it in the industrialised countrics, and pariicularly in Europe. We shall consider
i turn:

f The eiaiee o ) s o .
A. The origing of growth, bringing out the non-quantitative factors in the
increace of production:

B. The consequences of growth which are not only the proliferation of availa-
ble poerds but alko the preliferation of social stresces and conflicts; we shall
consider the new forms of confrontation which have been emerging over the
pact few vears;

C. Finally we shall ask questions, in the light of the foregoing analyses, about
the future of growth apd the role of social forces and political institutions,
including the European institutions, in this future.

A—The origins of groswth

From the end of the 19th Century to the 1929 crisis, annual growth rates for
per capita output, in the main industrial nations, ranged from 0.5%; (Britain)
to 2.1 (United States), the rates in Continental European countries (France,
Germany, laly) being very close together at about 1.4%. If we skip over the
cconomic cricis of the Thirtics and the 1939-1945 war, we shall find a very
rapid acceleration in the current period (1949-1963), since per capita output

has grown, in these same countries, at rates going from 2.19; (Britain again)
1 -1h has more than doubled.

10 6.1z (Germaay). All in all, the tempo of grow
If we confine the scope of our investigation to‘the postwar perioq a}one, growth
has been spectacular in Europe, not only in its alr_eady industrialized western
part (most of whose countries will come together in the new Euro?ean Cbom-
munity of Ten), but also in its Iess-dgveloped southern part‘ (Spain, erec‘e,
Portugal, Yugoslavia, Turke "} and in ifs eastem_part,Tor‘gamsed on t?ze basis
of socialist economics. In its 1972 Report the United -Z\anons Ecam_:mw 'Co;-n-
mission for Europe shows that Europe as 2 s.vhole, ‘Z’thh acc:oxitn.tec:i in 1950 for
39¢; of the world's industrial output, 2s zigamst 45 % _fo_r the United States, was
responsible in 1969 for 48¢%, as against 33% for the Pmt?d Stafes. cadios: that
To analyse growth factors since the last war, we have two major :
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by Denison and Poullicr for the main industrialized countries of the West,!
and that by Malinvaud, Carré and Dubois for France 2

Both stress the importance of qualitative factors in economic development.

The study by Denison and Poullier covers the 1955-1962 period, with special
attention to the United States, France, Germany, Italy and Britain. Its method
consists in identifying the main factors of growth, in assessing the progress of
each during the period under consideration and finally in weighting this prog-
ress in accordance with the proportion of the income of each factor to national
income as a whole, so as to establish the contribution of each to national
growth,

Now if we consider the great traditional factors of production, namely labour
and capital, we shall sce that they by no means account for the size of growth
during this period. And this is true even if one brings in qualitative elements
such as the higher qualifications of the work force. Here in fact is the share of
these two factors in the growth of five countries from 1955 to 1962.

US.A. France | Germany Ttaly UK,
Overall growth +3 % | +4am2% | +539% | +578% | +2.56%
Share of labour +122% | +1.35% | +1.60% | +2.12% | +0.44%
Share of capital +0.73% | +084% | +1.57% | +0.80% | -+ 0.80%
Remainder + 105% | +2.63% | +222% | +286% | +1.32%

Caarh

Thus, neither the quantitative increase in labour and capital, nor the qualita-
tive improvement of labour, fully account for productive growth in the in-
dustrialized countries. Far from it! In the United States, one-third of growth
remains unaccounted for; in Europe, approximately half.

Taking their analysis further, Denison and Poullier bring in a third factor, that
of “size”: growth gives rise to economies of scale since, by enlarging markets,
it makes it possible to produce more cheaply; morcover, the opening of the
frontiers which has been typical of the European economies during this period
also leads to larger markets, leading in turn to better returns. (Denison and
Poullier, in their calculations, assess at one tenth of a growth point, for each
year, the effect of opening the frontiers on the Common Market countries).
Even so, there remains a share of growth which is not accounted for, and
which is attributed to a so-called “residual” factor. This is still 0.76% in the

1 Why Growth Rates Differ, The Brookmgs Institution
2 La crossance frangaise, published by Edittons du Seudl
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:-\. The arigins of growth, bringing out the non-quantitative factors in th
increase of production;

B. The vonsequences of growth which are not only the proliferation of availa:
ble poods but also the preliferation of social stresses and conflicts; we shal
consider the new forms of confrontation which have been emerging over the
past fow years:

C. Finally we shall ask questions, in the light of the forcgoing analyses, about
the future of growth and the role of social forces and political institutions,
including the European institutions, in this future.

A~The origins of growth

From the end of the 19th Century to the 1929 crisis, annual growth rates for
per capita output, in the main industrial nations, ranged from 0.5% (Britain)
to 2.1+ (United States), the rates in Continental European countries (France,
Germany, ltaly) being very close together at about 1.4%. If we skip over the
economic crisis of the Thirties and the 1939-1945 war, we shall find a very
rapid accelcration in the current period (1949-1963), since per capita output
has grown, in these same countrics, at rates going from 2.1% (Britain again)
to 6.1 (Germany). All in all, the tempo of growth has more than doubled.

If we confine the scope of our investigation to the postwar period alone, growth
has been spectacular in Europe, not only in its already industrialized western
part (most of whose countries will come together in the new European Com-
munity of Ten), but also in its less-developed southern par? (Spain, Greecf.e,
Portugal, Yugoslavia, Turkey) and in its castern part, organised on t%le basis
of socialist economics. In its 1972 Report the United Nations Econgrmc Com-
mission for Europe shows that Europe as 2 whole, which accoun.ted in 1950 for
3965 of the world's industrial output, as against 45 % fo‘r the United States, was
responsible in 1969 for 48%; as against 33% for the United Stafes. -

To analyse growth factors since the last war, we have two major studies: that
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The tentative list below makes no claim to be exhaustive. Nor docs it allow us
to evaluate the relative share of each of the elements that have been mentioned.
But it is of very great importance for the assessment we shall have to make, in
the third part of this survey, of the possibilitics and conditions of continued
growth in the years to come.

1—The spread of education has played a dominant part in every country, It
has fitted an increasingly large number of workers for industry, Without
it, the peasant would have found it harder to become a worker; the worker
could not have hoped to sec his children become white~collar employees,
and they in turn would not have bred the managerial staff without whom
our technological socicty would have been unable to flourish, To these
effects of education on production, that is on supply, we must add its im-
pact on consumption, that is on demand. The schools have not merely
provided industrial society with the basic manpower which its factories and
offices required, they have also sharpened the desires which it necded in
order to find an outlet for its ever-growing output. Whatever misunder-
standings or maladjustments may have troubled relations between the world
of cducation and that of industry, the school has served the factory well, as
it was asked to serve.

2—The thirst for material well-being may be regarded, to some extent, as 2
by-product of the educational system. It has grown to a size hitherto un-
known, following on the Second World War, for the crisis of the Thirties
and the War in the Forties had built up a tremendous backlog of unful-
filled needs. Certainly no more than five years sufficed, after the war, for
a return to the level of production of the years preceding the conflict. But
all of twenty years we required to mop up this demand, accumulating over
the Iean years and maintained by the sight of constantly repeated technical
achievements,

3—The precedence accorded to work over lessure largely derives from this
hunger for consumption. It shows itself, for instance, in high rates of
gainful employment for women: in France, this rate, for women aged 25,
increased from 475 1n 1954 to 565 in 1968. A typical case is the young
married woman who goes on working—or starts working, in order to equip
her household faster. Gainful employment of women stands at a particu-
larly high level in France (46% of women within the working age-range)
and in Germany (409), these being among the countries that have
known the fastest growth: it does not exceed 30% in the other Common
Market countries. Similarly, the decrease in working hours has been far
slower than had been expected at the end of the war, From 1958 to 1970
there was no change in real working hours per week in France: the work-
ing week declined by an hour and a half only in Germany and two hours
in Italy, but by three hours in Belgium and four hours in the Netherlands.
It is true that annual holidays increased during this period. But if we
consider that in France, during the first thirty years of this century, total
working hours declined by 20%, one is still struck by the fact that,
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20 years after the sccond
e worl
the first sorld wes vorld war, the French worked as long as after E:Cdj

4—The mobility of labour ha :
_Rcfugccs from East Germ:n;vargrzlﬁggc?:;ﬁlz I}olfltizr‘t‘a(?; growth'facltor_ ;Z:
just as the workers of i . rman miracle”, ‘
Northern Italy, were rcts[;)%nﬁglz:ofgcigntfé %;’t‘:ﬁartlonj;ekle’r’n plogngnt in ([;‘;E
pcasants, leaving the land in droves, for the “F hac.e ax;*(’ ronch 8—-The‘
known for the low mobility of her , rench miracle”. France, '
gainfully employed pcrsons);noving t(l)asggtrl’lezelt)g aaS,rtevery o vt i?:‘f
s R}illion who work for a new cmployer. partement and over two with
—-— a(' T4 H . »
Thisioli;as[ b(géflglcofl;clgnlll;aggalcgzg?ct:ﬁihs? hsas turned to economic growth. e
This is particularly true of those cou f i - gfmld - b.e fore the natwp. “?r
the last war. It is probably no coincid y rlesthw ich XD enegced defeat in o
sion” have been Japan G}érman Ictl lenced ot the “champions of oxpen- "
with a glorious past l;ut which);’ e, F_rance, all of fhem counrics
: ) ost face during the war. They found in Mo
cconomic grow{h a kind of compensation for the issue of battle—the only fua
compensation, incidentally, that the world’s policemen—Russians and the
Americans—allowed them to have. It is no doubt also for this reason that tha
France, Qermany and Italy agreed more readily than Britain to set up an Co
Economic Community. 9—Be
6—Competition berween economic systems has come to supplement, not to e
say replace competition in the traditional sense as an incentive to growth. ay
Socialism has entered the lists as the official challenger of capitalism in the
the Growth Tournament, Today the Eastern countries can boast of im- inr
pressive performance, even if these may be explained by the leeway to be Tic
made up and if the rise in the standard of living does not always keep o
pace with the increase in output. Per capita output over the last two decades 10y
has gone up by 5.6% per annum in Eastern Europe as against 3.8% per Wi
annum in Western Europe (statistics compiled by the United Nations @
Economic Commission for Europe). One may well argue this was not &
enough to make the Poles or the Czechs and Slovaks happy: we still m
have to take these figures into account. i
7—The increasing role of the State in economic life therefore had political ,
justifications. Economic policies have been refined in the light of pre-war "
ods of remedial ac-

mistakes, allowing a substantial improvement in meth : :
e has thus achieved much faster growth than hitherto, without "
lloy

tion. Europ ' .
achieving higher rates, but simply by greater regularity. Cyclic fluctua- iy
tions have not disappeared, but they have been far less pronounced than 1esi
formerly. Over the past twenty years, virtually speaking, no country in Hring
the Community has experienced a decline in its production expressed as €ong;
an annual average, except Germany on one occasion, and then only to a ‘gar, (
minor extent. Ozgytu
Moreover, States have acted on the structures .of the economy, th}'m'lgh by u(
nationalisation of important sectors (especially in France and in Brltalg), inoe
lic bodies in production (Italy), substantial Plan:

direct intervention of pub



budgetary contributions to investment finance, the establishment of soclal
security systems, which have guaranteed a solvent mintmum demand what-
ever the risks of life; creation of planning bodics for investments (ese
pecially in France) and for incomes (Netherlands) ete,

All things considered, the attitude of individual States hias been far moie
dynamic than hitherto.

§—The opening of frontiers has been one of the main signs of this new out.
look on the part of the authorities. As a result, countrics with n protee-
tionist tradition, such as France and Italy, now carry on half their trade
with countries from which they no longer exact customs duties white,
vis-d-vis third countries, they have the lowest protective barriers in the
world, since the external tariff of the European Community Is, on nn
average, no more than 6, as against 7.1 in the United States, 7.6%%
in Britain and 9.7¢¢ in Japan.

Morcover the supremacy of the dollar, in spite of all its drawbacks, has
guaranteed until these last few years a considerable measure of sccurlty to
the international monctary system, after helping to finance, for reasons
that were political far more than cconomie, the reconstruction of the Old
Continent.

9—Better management of firms has gone hand in hand with better manage-
ment of national cconomies by the Governments, In the splicre of man-

as in that of technology, Europe has had, over the United States,

the advantage of drawing on two sources of improvement nstead of one:
innovation and imitation (or adaptation) of what had been done tn Ame-
rica. Nor would this have been possible without a far-reaching change In
outlook, not only on the part of managers, but also of workers.

10—Inflation itself scems to have encouraged growth. Provided it can be kept
within certain limits it is indeed the Jeast expensive method (certainly Jess
so than unemployment, in any event), of restoring the balance of a de-
centralized management system in which there is no pre-established har-
mony between all the decisions of the agents of economic life. By helping
debtors, inflation has made industrial risk more bearable. By handicapping
creditors, it has to some extent redistributed capital, and creativity has
gained thereby.

Following on this liet, too Jong and yet incomplete, we can put forward a hypo-
thesis 25 to the three non-quantifiable elements that have been the main-
sprinzs of grosth in Europe since the war; thewe are the 1z,cd effect om the
econcryy, after 2 lengthy pericd of frustration dus to the critis 2nd then the
war, of the mas education campeizn undertaken 2t the end of (}'— 19th
Certory; the mo%ilisation of collsctive energies for indemirialiation 3 th

oz cc":cxr— goal zvzilable 2fier the Eolocant of the wecond 'rr(r'” wa’
<A the fezr that 2oy new conflict e degemevate in'n z Ll

pse, and the exirence cf 2 Coromrsiat r“—t"'—'r’ cn e eccrernic
=2 ¢f 2 patern for ndonrialhation, vertally Chvmnald




but c.ons.tantly followgd in practice, the American pattern, a relative factor ¢
Security in what remained a venture into the unknown.

Education,. defeat, the Communist challenge and the American precedent—;
Strange mixture of ethical, social and political factors which explain wh
Europe yielded herself up, for twenty years, to love of a growth rate. Britais
Was an exception, perhaps because her elixer lacked the bitter aroma of defeat
p'erhaps also because, as the first nation to become industrialised, she was the
first to experience the need to restrict growth in order to retain a certain styl
of life. America, in her turn, is faltering, because there is no pathfinder tc
light her way.

B—The consequences of growth

We have just seen that growth has social and political origins; it also leads to
social and political consequences. The accumulation of wealth, and changes in
its distribution, alter social behaviour. As a result, far from appeasing conflicts,
growth kindles them.

Economic development has everywhere brought about an appreciable increase
in material well-being. The facts are known. All classes have gained, but not
to the same extent. The costs and the benefits of growth are not evenly dis-

tributed.

In the first place, we must remember that all classes have not paid an equal
price for growth. Among those who have borne the l'leawes.t cost we must
mention migrants of every kind, because the fact on leaving a fm, a region or
a country for economic reasons involves deep social and emotional upheaval.
Farmers and peasants have had more than their share of this: they werg 24%
of the Community’s workers in 1955; they are now no more than 13% :%nd
this figure is expected to fall to 6% in 1980. From .19_58 to 1970 tholse wotfkmg
in Community agriculture have declined by 6.5 million; a further loss of two

million is almost certain between 1971 and 1975.

i i hich is as con-
industries have experienced a contraction of manpower whic
ssicc);:rillallle ushoucrh less Wpell known: the labour force mlthg coa§ 1nfluisltr>; dier;
i : y 0 (625 000 people fewer), similarly
clined by 60% between 1958 and 197 : o
i rupk from 58 000 in 1958 to 18 400 in
iron mines, where manpower has sh 0
xti ! ' by 25% (400 000) people) and in
1970. In textiles the work force is down > { cople) and o
i itdi 000). Altogether it is thought that, in .
shipbuilding by 15% to 20% (50 : e Commanitys industies
’ illion jobs have been abolished in the :
I}:?:Itlfl’“a;l‘;o rfljan;? otjhers have been created over the same period, .but; these
changes O’f occupation are not without their real human cost, even if they go

hand in hand with a rise in the standard of living.
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Migration between countries has grown to a considerable size over the past
few years. Thus the number of forcign workers employed in the Community
alone, in 1970, was 3.5 million, or more than double what it was in 1961, Out
of this total the number of workers coming from a Community country
(manly Italy) has scarcely varied, remaining below a million. They are a true
proletariat, with few skills (in Germany, 755 of forcign workers are un-
shilled), often ill-paid and ill-housed (in 1969 it was estimated that, in France,
600 000 workers lived in hovels, though they were 20¢% of the labour force in
the building trade?) often cven unwelcome. In its guidelines for a “C i
Social Programme”, the Brussels Commission wrote, in 1971, on this subject:
“We have scen the cultural gap widening between immigrant workers and the
people of most countries, One finds, in some circles reticence or mistrust in
the face of a foreign presence which is regarded as excessive”. Foreign workers
are often “shock absorbers” for cyclic fluctuations, real nomads of industrial
society.

Germany’s example 1s particulatly telling in this respect, if we consider varia-
tions since 1960 in mndustrial output and in the net balance of migration:

1960 | 1961 | 1962 | 1963 | 1964 | 1965 | 1966 | 1967 | 1968 | 1969
Industrial
output
(in 70) Net
batance of | H107| + 63|+ 45| +27]| +85]|+63]+23]|—24]+95]|+104
migration
(in 000's
D | 336 | vars | w2ms | 4237 | 301 | 4308 | 032 | 197 | ams 4 572

While the costs of growth are uncvenly spread, are its profits more equitably
shared out? This is a difficult question to answer, as there are few meaningful
figures on the way the distribution of income has evolved.,

A first and very global approach is to observe trends in average per capita
income in a number of countries, for instance those of the European Communi-
ty, over a given period, for instance 1958 to 1969. If we take the per capita
average share of the Community product as a starting base of 100, we find the
following evolution:

Germany | France Italy Nether- | Belgium | Luxem-

lands bourg
1958 110 129 61 85 115 142
1969 m 122 67 9 104 116
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fl"hese figu'res SI?OW a genuine convergence of average incomes in the Commun-
Ity countries, since in 1958 the largest single gap (between Italy and Luxem-

pqurg) was 81 points, whereas in 1969 (this time between Italy and France)
1t 1s only 55 points.

But distribution between countries means far less than distribution between
social classes. From 1958 to 1970 the national product per gainfully employed
person (at constant prices) increased by 70% within the Community. What do
we know about the way wage and salary earners, and others, shared out this
increase? We must bear in mind not only income trends within each category,
but also the numerical strength of each: 7000000 more wage and salary
earners over this period, and 5 million fewer working on their own account or
as part of a family unit. The Brussels Commission has published statistics on
average earning per wage or salary earner as a percentage of average income
per gainfully employed person in each country if the wage-earner’s share is
rising, this means he is really “biting” into the revenues of industry and of
property taken as a whole. Here are the figures for each country:

1958 1960 1965 1970
Germany 80.2% 78.5% 80.5% 81.9%
France 81.7%, 80.4% 82,9% 80.8%
Italy 88 % 86.7% 87.2% 84.8%
Netherlands 76 % 72.5% 78.7% 81.1%,
Belgium 71.8% 76.6% 77.8% 79.6% .
Luxembourg 91.9% 83.9% 91.4% 91.7%

Source: Statistics of the European Communities
1 in 1968

one does not find (over a twelve-year periqd!) any s;gmfxc'ant.chax.lge.
f;llli:itl’lg for unforeseen temporary developments in t'he e'conomlg SIEU;ZO;;,
wage and salary earners have approximately kept tht‘an' shf:e of t c;:itain o
Germany, France and Luxembourg; they have apprec1ab1y11ncrelzjlse) i the
Netherlands (through the abandonment of the wage controls policy.

lesser extent in Belgium, while they have lgst grt(];und oirlllc eﬁ?l%aczge? f;hci
< : : ” en performed on the w ' 3 {
economic miracle” bas long 5e%% P h the aggravation of social tensions in

. ¢
i doubtless not unconnected Wi socie
vl?f&éintry over the past four years. However, when considering ita}gz wse
cho bear in mind the disannearance of the poorest peasant holdings,
o g the. " .i:.0 the average income of other

hich has had the effect of ap S R 1 ex) on the
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Nor does the trend in wages and salaries by sectors show any appreciable
narrowing of gaps in remuneration; on the contrary, in all Community coun-
tries, the maximum gap widened between 1964 and 1970:

Maximum gap between hourly rates of workers In the best-paid
and worst-paid sectors

{in points, the average for all industries being 100)

1964 1970
Germany 39 43
France 62 90
Ttaly 88 95
Netherlands 76 85
Belgium 84 87

Sources Statistics of the European Communities

Regional incqualities also remain very considerable, while tending to narrow
down in France and Italy, where they were the greatest, remaining steady in
Germany and getting worse in the Netherlands:

Maximum gap between hourly rates of workers, by regions

(in points, the average for each country being 100)

1964 1970
Germany 22 22
France 13 26
Italy 29 241
Netherlands 2 6 10

Sources Statistics of the Furopean Communities,

1 In 1969,

2 Gap between North and South Holland, and the Province of Utrecht, on the one hand, and the other
Pprovinces taken as a whole, on the other,

As for differences in remuneration between men and women, the Treaty of
Rome expressly provided for their disappearance (this was, indeed, one of its
few social objectives), but they still continue. A very careful survey made in
1966 (8 years after the Treaty came into effect) by the European Communities
found the gap to be, for the textile and food industries, 13% in Italy, 15% in
France, 21% in Germany, 22% in Belgium and 28% in the Netherlands.
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Little c?f a specific nature is known about the hierarchy of wages and salaries
according to qualifications. However, a study carried out in 1968-69 for the
Centre d’Etudes des revenues et des colts in France has just been published. It
gives interesting details starting from surveys made of firms having subsidiaries
in different countries, and for which posts could be defined with accuracy.

Range of wages and salaries in 1968-69

Between the semiskilled Between the average for
worker and executive workers and the average
cadre for cadres

Ratio before after Ratio before after

taxation taxation taxation taxation

Britain 1:13.9 1:94 1:3.7 1:3

Ttaly 1:129 1:97 1:3.7 1:33
France 1:11.7 1:8.6 1:3.9 1:35
Netherlands 1:11.4 1:7 1:34 1:29
Germany 1:11.2 1:83 1:3 1:27
U.S.A. 1: 8.6 1:6.9 1:2.8 1:2.6

Source: Centre d’étude des revenus et des cofits (Paris)

These figures, compared to the average level of remuneration for eacl? country,
show that the countries where wages and salaries are highest (especglly wor-
kers’ wages) have the smallest hierarchical differentials—these countries being

the United States and Germany. It therefore seems that in France, Italy, Britain

wages are abnormally low. But taxation systems play a
and the Netherlands, wag y o e ihe

i ignifi i istributing incomes in
articularly significant part in redistributin in Brit
Ililetherlangswmuch less so in France and in Italy, which indicates these two

countries as the most vulnerable to working-class demands.

For France we have an IRREE study on trends in the differences betw'eein ttt;
i ‘s (in this particular case manageria sta

verage incomes of extreme categories ( .

2nd tlgle liberal professions on the one hand, and the unemployed and retired

on the other):
1956 1962 1 19622 1965
: : 1:9.9 1:9.5
Original income 1 §.2 1 lgi L L
Final income 3 1: :

1 Calculated on the same basis as in 1956
2 Calculated on the same basis as in 1965
3 After deducting tax and adding welfare benefits
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The vigorous economic growth in this decade has not led to a closing of the
gap between gross incomes; far from it. But some redistribution has been
achieved through welfare benefits, far more than through direct taxation.

We now have some facts which bring us to the kernel of this part of our report:
economic growth does not dry up the sources of conflict: it multiplies them
along with the wealth which, moreover, it cannot of itself share out in a more
equitable way.

If we analyse trends in the number of labour disputes in the Community,
basing ourselves on the number of working days lost through strikes, we shall
find an appreciable rise in tempo over the past few years for most countries
(see detailed table in the Annex):

Germany | France Italy Nether- | Belgium | Total
lands

1960-1963
(thousands) 1,482 11,562 | 49,789 538 943 64,314
1964-1967
{thousands) 483 10,202 | 43,074 118 1,229 55,106
1968-1971
{(thousands) 27 107,663 | 74,611 668 3,452 187,121

Over the past four years there have been twice as many days lost through
strikes as over the two preceding four-year periods Even if one leaves the
French strikes of May 1968 out of the reckoning (but why should one leave
them out?) disputes would still be half as many again as in the earlier periods.

And these are only the traditional disputes between employers and workers,
wmvolving labour stoppages that can be identified through statistics. But the
claims-staking attitude has extended to other categories beyond the working
class, by imitation, first of all (asserting claims is profitable); because the
frustration bred by industrial society itself has no cause to stop at the frontiers
of the working class; but also because the self-employed (farmers, shopkeepers,
craftsmen, doctors) have, in turn, 2 “boss” to attack—the State, which cannot
stand aside from economic life in view of the political importance this has
taken on in our societies.

The increase 1n the size of the conflicts is not, perhaps, the most interesting
feature of recent developments. After all, in a country like France, where
about 3 000 million wage-earning days are worked each year, even an excep-
tionally disturbed year such as 1968 only cuts off 100 million days (partly
recovered later, it may be added). The forms and objectives of disputes have
also developed, and their development is no less significant for the future.

99



In a paper presented at the 1971 B
) ruges Week, on industrial relati i
Euvrope, Eugéne Descamps (then Secretary-General of the Fréx::hatg;;)’?;

8ave a series of practical examples of types of di -
traditional strike, taken from France in 19%3_71: 1spute, differing from the

(i) sit-in strikes;

(ii) strikes with seizure of plant;

(-iij) go-slow strikes (in civil aviation);

(iv) “thrombqsis” strikes, involving a small department, but one of vital im-
portance in an e'nterprise, bringing its whole operation to a standstill, such
asa spray-painting workshop in the motor industry or a computer depart-
ment in steel-making;

(v) guerilla strikes (small, unexpected stoppages recurring at different points
in a factory;

(vi) hunger strikes (used by the staff of a large store and by coalface miners)
etc.

One of the most remarkable features of these last few years has been the ap-
pearance of so-called “wildcat” strikes, started without the approval of the
trade union organisations: Limburg miners’ strike in Belgium in 1970; Rotter-
dam port strike, in the Netherlands, in 1970; German steelworkers® strike in
the autumn of 1969; in Britain, the phenomenon already dates back a long
time, since in 1964-66 there were already 1700000 working days lost in
2 171 unofficial strikes, as against 733 000 days lost in 74 official strikes
(Report of the Royal Commission on Trade Unions and Employers’ Associa-
tions); dockers’ strike in Gothenburg and miners’ strike at Kirnuna in Sweden

at the end of 1969.

It is not surprising that these “wildcat” strikes appeared in countries where
the wage-earning population is strongly unionized (Belgium 66%, Britain 45%,
Netherlands 40%, Germany 36% ); similar occurrences are not seen in France,
where strikes do not have to be “recognized” by the unions, which are reluctant
to play an “official” role, and in which a far smaller proportion of wage-

earners are involved (20%).

In fact, every wildcat strike has its own history. But, taken togsthe.r, .ang
added to a “contesting” mentality which differs from the Ha§1t19na1 claiming

mentality, mean that trade unionism has grown bureaucra.tlc !1ke. other forms
of social organisation and that it suffers, like all other institutions, from a

crisis of authority and of its representative character.

If we consider the history of labour relations since the beginning of the century
in all the industrial nations, we shall observe a gelef:ral trend, t%lrough maiiy
disputes, towards their institutionalisation. Re.cogmtlon of the right to strike
and of trade union organisation, the elabora.tlog of procedures for coliectt.lve
bargaining, mediation and arbitratiox}, tpe signing of CO{Jt.I‘i.iCtS, consulta ;;)iz;
with employers’ and workers' organizations for the definition of econo
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policy, are the main stages in a development which has gradually extended to
all Western countries. It was the will of the workers, organised in their trade
unions; it was increasingly in the interest of governments, anxious to shield
their policy from social unrest, and of industrialists, anxious to fulfil insistent
demand and to amortize the increasingly expensive plant required by modern
technology. At the same time as it must find outlets by manufacturing its
market along with the product 1t will sell there (this is the role of advertising),
the enterprise has to ensure a regular supply of labour by negotiating contracts®
with the employees’ representatives.

This development found its logical conclusion in top-level coordination to
regularize wage movements as such—this took place in the Netherlands until
the sixties and in Britain under the Wilson government. The incomes policy
was the culminating point of coordination between trade unions and the
authonties. It was so advanced, in fact, that the position could not be held,
France, which was some way behind other industrialized countries as regards
Jabour relations, has made up part of this leeway since the 1968 crisis: the
so-calied “contractual policy” of the Chaban-Delmas government exemplifies
how it is closing the gap.

Only, at the same time as this process of the institutionalisation of di

was going on, there has also emerged another process of denial of authomy

(including trade union authority) and radical criticism of the whole system of
ic and social organisation. It is the superposition of the two movements

(for the second has not caused the first to disappear, even if it has slowed it

down) that typifies the present stage of industrial relations,

‘We must of course make a careful distinction between the situation in different
countries. Radical contestation is weaker in Northern Europe than in the Latin
countries (France and Italy), which did not prevent wildcat strikes from de-
veloping in countries that were supposed to be calm and disciplined. There are,
however, some common features, and in particular, the following: the increas-
ing importance of working conditions in the outbreak of disputes (there again,
demands for better working conditions, particularly on assembly lines, have
not done away with wage claims) and the transfer of the claiming power from
the level of the industry to that of the enterprise. One of the reasons why
unions have been caught off balance in recent disputes is precisely the fact
that they are organised mainly at industry level; it is on this level that they
negotiate. But, from now on, claims are increasingly being pressed at enter-
prise level; that is where the wage-carner feels most intensely the weight of
working conditions, which he finds all the harder to bear because he has
acquired, through education, unused abilities or frustrated desires. The same
fact of mass education which was, at an earlier stage, a decisive condition of
growth, may, beyond a certain level, compel a change in the type of growth.
It is well that the semi-skilled worker should be able to read and count, but if
he knows more, he will no longer want to be a semi-skilled worker. What the
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.workcr Is ever less ready to accept is not his wage (though he always wants it
mc‘rcascd aqd, for the boss, increasing it is often a way of gettingythe nﬂil
cl:‘urps off his back); it is the deadening effect of uninteresting work ando gr
mission to the authoritarianism of the “petty boss” in the workshop su-

Technological progress has by no means brought about the end of repetitive
work. The labourer-tradesman couple of the first stage of industrialisation has
been replaced by a semi-skilled worker-technician combination, in which the
mass of semi-skilled workers shows absolutely no tendency to decrease.

But this wage-earner in the workshop has become aware of his strength at the
same time as he felt the need to shake off his condition. His strength lies in
the increasing complexity of the enterprise. Each of its wheels controls many
others; the enterprise must not stop if it wants to get returns on its increasingly
expensive machinery; moreover, with improved management, it carries less and
less stock; it is therefore more vulnerable. Hence it is no longer necessary to
mobilise the mass of wage-earners in a whole industry—a task for which the
union remains irreplaceable—in order to have a chance of successfully press-
ing a claim. It is enough to act at the right time in the right place.

This development may have very important consequences for the future. We
are seeing an “atomisation” of labour disputes: each is going to fight on his
own, with his own weapons and targets. It will be necessary to negotiate much
more at enterprise level; but heads of enterprises have got into the ha:bit 9f
sheltering before their professional organisations’ specialist advisers. This will
no longer be possible. They will have to go out and _negot.iate Fhexpselves, and
prepare themselves accordingly. At the highest Ifevel in a firm, it WI‘H be neces-
sary to change the order of priorities and sometimes devote more tlfne to sett-
ling a problem of the organisation of work than to settling an investment

problem.

For the unions, the consequences are no less hazardous. They already had

trickly problems of homogeneity and compatibi{ity due to the increase in the
number of workers they were called to organise: for the Community as a

8% of
ion of wage and salary earners has gone up from 6
O atelly ommloye gaﬁon in 1958 to 78% today. Within the ranks of

the gainfully employed popul ' _
the %vage agd salary earners, workers are losing their prep;n.derax:ie but th}e’
isati i i rking-class tradition. An uneas
organisations remain stamped by t!aelr WO )
co%npatibility will have to be maintained between workers, white collar stgff,
technicians and cadres, each with a distinctive mentality and with distinctive
claims.
At the same time as it is asked by the government to negot;ate at tl}:t ;u:fm::t,
ion i by its grass roots towards a vari -
the trade union is therefore drawn its : B e
i thorities off at arm’s length. y :
ns. It must therefore hold the au y do the
:)13(1) publicizing its political opposition to the government or by proclaiming
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d ion of the capitalist system but it may then find itself in difficulties
with another facet of the lack of uniformity among its troops, namely their
political diversity. With over 809 of the population wage-earning or salaried, it
includes conservatives and progressives together; one must then try not to
frighten away the one in order to please the others.

So the social struggle becomes more intense at the same time as it becomes
more diversified and, in some ways, more radical. It poses new problems, of
considerable importance for the future of growth; in particular, problems of
power and of social consensus.

C—The future of growth

To a Frenchman, discussions on the future of growth are evolving at a dis-
concerting speed. Two years ago, when the VIth Plan was under considera-
tion, all the talk was of “Japanese-style growth”, and rates of expansion be-
tween 6% and 8% per annum were being mentioned for France; today the
work done by the “Club of Rome”, and Amenican theses on the blessings of
“zero growth” are becoming fashionable themes. It is clear that mankind
cannot go on indefinitely increasing 1ts numbers by 2% per annum and its
output by 5%; that is, as is happening today, doubling its population every
thirty years and its production every fifteen years. This would lead to grossly
unreasonable figures: 28 000 million human beings on Earth in 2060 (ten times
more than a century earlier); world production of 200 000 million dollars at
the same date (seventy times the present figure)! The experts of the Massachu-
setts Institute of Technology can readily prove that food resources and the
raw materials of industry will be exhausted long before, and even if that is
not the case, growth will have choked to death through the pollution of the
natural elements* our biosphere has but a limited capacity to recycle the waste
products of our affluence. So much for that.

But we do not know even the approximate limits of this capacity. Similarly, we
do not know if the relation between production and pollution 1s a constant.
Indeed there are good reasons for believing that it is not, for everything
depends on the density of production; if it were better distributed over the
world as a whole, Nature’s capacity for absorption would be far better used;
when one-third of the world’s production takes place in one small part of the
territory of a single country, the United States, we must not be surprised at a
breakdown in the ecological balance. At the same time, experience shows that
a hugher standard of living leads to a decrease in fertility. The economic and
social development of the Third World could therefore have positive effects in
this connection. Now if we start from the hypothesis that population would
only grow slowly beyond 10000 million people (still three times today’s
figure), in order to give each of these people the present-day standard of living
of an American, world production of 50 000 million dollars would be required,
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that is seventeen times more than today. This fisure w.

way through .thc 21st century (children born thisgyear vssllz(lidbseeer??zlvl;i ?I?g
own cyes) with an annual growth rate reduced to 3.5% per annum Bui
there may be variations depending on changes in the distribution of gr;)wth
One per cent growth in the American economy represents 10 000 million dol-
lars a year distributed among 200 million people; but this same sum of money.
applied to the Third World, would represent a growth rate in excess of 2% for’
over 2000 million people.

Thesc calculations make no claim to be scientific, but they indicate orders of
magnitude which are not as close to Doomsday as those often used to justify
a nco-Malthusianism that is particularly advantageous to well-heeled nations.
What a temptation it is to close the ticket-gates of progress behind us, explain-
ing to the Third World and to the poor in our own countries that a car, a
television set and a bathroom are enough to make men happy and to justify
them in ceasing to misuse nature, so that they can hear Bach undisturbed!

Growth certainly cannot go on forever, and it will slow down appreciably in
the next hundred years. It is not too soon to start thinking about it. But for the
next twenty years it is not fikely to die of scarcity or asphyxia. Its continu-
ance, in the European countries, depends on a series of cultural, social and
political conditions; for we have seen these were the conditions that gave rise
to growth, in the same way as the consequences of growth themselves take

cultural, social and political forms.

1. Cultural conditions

The mainspring of economic development, for the past hundred years, has
been the spread of education and specifically of. primary education. We
may wonder whether universal secondary educatxon. and the very rapid
spread of higher education will not have the opposite effect. Th_e forms
of industrialisation that were suited to a primary—educa?ed pop}llatlon may
no longer be acceptable to a secondary—e'ducated population, whlct{ has n;w
requirements as regards working conditions and types of authority, wh1 e
the apparatus of production and the style of. commanq ox’l’ly progress slow yt:
This is a reason for thinking that the “education expl9sxon (which we canno
for it has become a need in itself and is, mOreover, essential in
r technological standards) will not necessarﬂy have the
f universal primary education.

expect to stop,

order to keep up ou .
same effects on growth as the first stage o

i i me classes of the
he existence of comparative affluence among so ' .
B lation, cally among those who possess knowledge and inherit

es of values. The generations that have not known

i i ke the motorcar and the
i react like those that recall it. The)f ta . ]
B i machi d (and have no intention of doing without them)

washing machine for grante . . ]
but do %mt regard them as achievements. Saving, work, rg&onal actnqn becomg
beside others, such as enjoyment, leisure an

ondary values when set hers, . ]
Zf;enityryThe classical age of industrialisation gives way to the Romantic

population, and specifi
power, alters their scal
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period of a new sensitivity. Not to mention the fact that human nature may
stifle in an excessively rational universe. People may take orders from an
authoritarian boss and achieve psychological liberation by counting him as one
of many stupid dictators, but if standards of behaviour are imposed on them in
their work or in their life in the name of logic and cold reason alone, the
situation may become intolerable because there is no longer any excuse for
refusing to obey. The di hip of an organisation is in q far
harder to bear than that of a boss. One thercfore has to devise forms of
organisation which preserve irrational areas, as one might designate national
parks and pedestrian precincts.

There is at the very heart of industrial society a basic contradiction, that
which rends man apart between the increasingly demanding rationalisation im-
posed on him as a producer, and the appeal to his most anarchical and luxuri-
ous tastes as a consumer. The system requires the same man to live eight
hours each day under the dictatorship of reason, and for the rest of the time
to yield to all his most chaotic impulses. What sort of willpower is he expect-
ed to have, in order to impnison these insti at the very when he
crosses the threshold of his factory! We should not wonder that people feel
confused today, just as an employer should not be surprised when his workers
ask for a rise, while he is himself putting posters up at the factory gates urging
these same workers to holiday in Majorca or buy another car...

2. Social conditions

Among factors that will encourage growth to continue in Europe for the
next ten or twenty years, we should mention the quantity of unfulfilled
material needs, still felt by a large part of the population. The average stan-
dard of living of an Englishman, a German or a Frenchman still remains
20% below that of a Swede; the gap between the latter’s standard of living
and that of an Italian is as wide as 40% (according to an estimate made
by André Piatiers, Director of the Ecole pratique des Hautes Etudes in Paris).
If we define relative poverty in European countries as the level of income
which does not allow a family to buy consumer durables, it is estimated that
14% of Frenchmen and 19% of Italians still fall short of this standard. But if
overall growth is slowing down, this means the lot of those who are worse off
can only be improved by trimming down the style of life of those who are
better off. Any slowing down of growth, at this stage, will contribute to social
conflict,

In a more general way we may consider that unskilled workers (the largest
group), many farmers, most foreign workers and a high proportion of those
who have retired live under conditions which they rightly feel to be intolerable,
when they see the conquest of outer space, heart transplants and supersonic
flight. To this general deprivation may be added more specific areas of frustra-
tion for larger sections of the population, for instance as regards transport: it
was President Nixon himself who wondered why it was easier to send three
men to the Moon than to resolve the traffic problems of a city.
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r/\egg‘l/lccz rclemcfnt which .is helpful. to growth in Europe is the existence of a
manpowc;nf};: thWOYItCI;:rS in the agricultural sector. They will continue 1o supply
¢ other sectors of the economy over th
. e
Thereafter this pool of labour will doubtless runydry, mext ten years o so

O'.x;l thcdother hand, the aspiration.to enjoy greater opportunities for well-being
will un f)ubtedly lead to a reduction in working hours (for all types of work)
which will be greater over the next ten years than it has been over the last ten

Fin‘ally, it is difficult to foresee what impact the inevitable intensification of
social stresses will have on growth. We have already seen that existing pro-
cedures for the institutionalisation of disputes (which are conducted at General
Staff level) may no longer be appropriate for settling new forms of disputes
which are more localized at factory or even shop floor level, and which arei
also more violent. This decentralisation of conflicts will be at the expense of
the trade union apparatus, which will therefore stand further back from em-
ployers and government authorities, in order to maintain contact with the grass
roots. It would be vain to count on the unions to keep the workers under

control at all times.

In addition to changes in the level at which disputes take place, there will be
changes in their nature. Along with demands for remuneration, there are now
those which have to do with status and power. Some, of course (the Com-
munists among them) see the transfer of power (common ownership of the
means of production) as a necessary and sufficient condition to improve the
distribution of wealth. Others, who are often lumped together as “Leftists”, do
not think in terms of claiming power, but of resisting it in order to weaken it,
because they feel it is intolerable from the standpoint of human liberty; their
real objective is not to take it over but to bring it down. Finally there are those
who demand change, not only to transfer power to social classes which did not
have it before, but to exercise it in a different way (this view is found, especial-

ly, among the proponents of workers’ control).

In fact the exercise of authority within the firm will inevitably pose pasic
problems over the next few years. There cannot f:px_ltinue to be an ever-widen-
ing gap between the size of the social responSbeh-tl.es which the fxr.m assumes
and the narrow basis of consent on which its legitimacy rests. Wlth concen-
tration of industry and the appearance of multi.-nationa}l lcorporatlons, we are
beginning to see clusters of firms which prov1de'a_ living for hundrefis' of
thousands of workers, which serve the needs of mﬂlfons and whose' decisions
carry greater weight than those of the State in the social and economic balapce
of a pation. In our system today, these super-powers have: no legal c.onsutu-
tions other than those arising from the right of property; this right, on its o?vns,
makes them legitimate even if, as in most cases, ﬂt:ljdog,nig ggﬁlgig?hie;eg;;sges

ower but delegates it to specialist groups recrui
Ia::bout an imbalance, which will not be tolerated much longer, between respon-
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sibility and legitimacy, all the more so now that there is the beginning of a
trend towards the assumption by firms of new social responsibilities: in the
United States, public opinion is urging them to take an interest in the fight
against pollution and in the education of racial minorities. The nations will
think in the end, as once they did with their kings, that too much power has
been entrusted to men who are not accountable to them.

If social conflicts become sharper, can they endanger the very fabric of social
life? May not this fabric be rent asunder? This is a fearful question, especially
for the proponents of European umity In a way, this unity answers a decply-
felt need to divide power, so as to make it more bearable. Instead of the
traditional but no longer appropnate division of power between executive,
legislature and judiciary, we have, so to speak, a new division. This shares
out power between the new European authority and the old national authori-
ties, which will not disappear, even if they delegate part of their responsibili-
ties to it. However, this delegation weakens the old national fabric, which is
the one that has to witt d the stresses imposed by social conflict. If it were
no longer possible, in a grave crisis, to appeal to national loyalty in order to
overcome a conflict that could no longer be settled at the level of the interest-
ed parties, might this not lead to the dissolution of society as a homogeneous
social body? Unless one finds, as a substitute fabric, a religion (Christianity
once played this part) or an 1deology (Communism may serve that purpose in
some countnies today). But this involves the danger of re-creating secular
religions, that is, new totalitanianisms.

3, Political conditions

Among the political factors which will remain favourable to growth over
the next few years, we should mention the possibilities of refimng economic
policies. We have not exhausted all the resources of a delicate day-to-day
management of the economy. Beside monetary and budgetary policies, which
can be appreciably improved in the framework of European umon, there
is still the prices and incomes policy, as yet in its infancy. Of course, the
foreseeable trend towards a weakening of the concert between government,
employers’ associations and trade umons will not make it any the easier
to apply an incomes policy. But such policies may enjoy a new lease of Life
if we restore the second of their objectives (the first being the fight against
inflation, which alone has been considered up till now), that is, the social
objective of a fairer distribution of wealth, Incomes policy must here be com-
bined with tax reforms.

Another helpful factor is that Governments have to mobilise nations through
economic and social ambitions, since termtorial ambitions are ruled out by the
balance of nuclear power, so long as this lasts (with the inevitable spread of
nuclear weapons, the nisk of conflict is bound to increase). In Communist
countries, the demand for political and cultural freedom may of course provide
other themes for political debate; but this would put the existing system in
these countries to such risk that we may expect their governments to try and
keep economic and social objectives in the forefront.
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!Iht;c (:r:)t}ix;m;]l“gg f:i:.xillt;ci’::k(ciomr‘x;umst cc.n'mtrics and of .American society, o
crowth, The CO-m i ;:h'x?l other political factors hitherto fa.vourable t
o ; e ¢ : ¢ ?ngc' may no.longcr be so g.reat. an m.centive, i
80 far as the ommunist l?lock brings out into the open its dissensions (Sinc
.‘s“m'xct‘cnnfromauon) and its difficultics (possibility of a grave crisis in sever:
I‘.-.nst LEuropean countries, and particularly in Yugoslavia). As for the Unite
States, rent by doubts about their own system, they will no longer provide th
reassuring example which one may follow in order to make a success of in
dustrialisation. Europe. in her turn, will have to strike out into the unknows
try out her own experiments, that is, take additional risks. A great opportunit
is open to her, but at a price: are the Europcans ready to pay it? Furthermore
the “agonizing rcappraisal” of American policy, which we are now witness
ing, will have ncgative effects on growth. The world monetary system, witl
the dollar as a dominant currency, had cvery possible drawback, but it was :
system, and therefore reassuring. It is breaking down. There is nothing to prove
that it will be replaced by an equally safe system; in any event, the creation of
a European currency will not by itself achieve this result. In the present state
of the relationship between political forces, it is more likely that we shall move
towards a division of the world economy into two or three large areas (Euro-
pean arca, dollar arca. possibly Japanese area) than towards the establishment
of a new monetary system managed by an international institution.

The Americans no longer want to be the world’s managers, because they.alte
no longer accepted as such and because this now costs t.hen.z more than it is
\\'or(h.yﬂu( this does not mean that they have accepted .subje‘cuon to 2 common
rule. applicable to them as to other co‘untries. Tt'xey will strive for a long time
yet to keep their former advantages without havmg to bear the cost. This is a
lasting focus of infection between the two Atlant.lc dreams. It may also be a
spur to the achievement of European uniog, which needs a foil in O.ifiet :g
progress: in so far as fear of the Communists has weakened, opposition

America must play this part.

To make up for these negative political fa?tors, we must ftfhiefreiﬁo;:m%:g:tlz
strengthen European unity, whose effects }Vlll SOOn wear pt it remains 2
mere customs union. And we still hav.e t'o give t'h.e Communi ﬁfﬁ litical form
of its own. In our industrialised socxetxe.s, poht.lcall ;Zstetx.ns. il three main
functions—a management function; an 1deologxcaP rrtlt: ul)néommgnity e
{unction. Let us bricfly consider how a European Politica

make out in each of these functions.

Managemert function '
i hat is likely to benefit most from the

is i implest, and the one t fit most e
qusie;scet hoef Z. El:lropean community. For such a Con'amumty gnp?:srssc};s:;‘
e)ic:;wer being placed on the level of the problems which éxave; (()1 A economic;
Solutions to these problems, whether of regulgtmg thtli r:f?: r;)n—s z’rr .
isi i i tments, socta
ituati apising public sector IVeStments, o
?;t:r?tt Izﬁi’ ?:i%l be ingcreasingly beyond it if it remains at the level of sma
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medium-sized countries. As an instrument of the C ity
will thus have effects that are favourable to growth, but to achieve them, it

will require a political will which it lacks today; in other words it must rest
on popular consent.

Ideological function

A goveming power cannot confine itself to managing society. It draws
the authority, which it requires for this management function itself, from
its ability to mobilise the pcople for purposes that go beyond the scope of
management. Now we have seen that industrial society was raising more
and more problems of purpose, as it settled its problems of organisation.
Of course, a democratic government is not expected to define a charter of
doctrines, imposed like a State religion on all its citizens. But it must, in its
decisions, consider to what scale of values its options implicitly or explicitly
relate. The capitalist system gives priority to values that are conducive to
efficiency; the communist system more often refers to values connected with
solidarity. This is not to say that either system has entirely forsaken the values
which are typical of the other: the East does not neglect productivity and
management; social security and progressive taxation are not unknown in the
West. It remains that the Communist economic system is less efficient than
capitalism, because it denies itself the right, for instance, to dismiss workers,
because it maintains a narrower range of incomes and because it only makes
sparing use of the profit motive. The opposite holds true of the capitalist
system, whose greater productivity is bought at the price of greater insecurity
and less equality. The choice is between an equitable distribution of poverty or
a clear run for injustice in the midst of plenty; each system has its virtues and
its vices.

Efficiency and solidarity are only two virtues among many. We have seen the
growing importance of a third—responsibility. Now neither communism nor

pitalism has so far ded in spreading it wider, except through legal
fictions, which are only fictions. In speaking of responsibility, we mean the
responsibility of people in their orgamsations, and that of organisations to-
wards the people they employ, and as regards their cultural and natural
environment. The fight against pollution, for instance, is part of the scope of
responsibility, as much as the spread of power within the firm.

Finally, a fourth value is taking on increasing importance, especially for
youth: this is personality, which differs from responsibility without being too
far removed from it. We could express it as follows: the industrial system has
overstressed one single aspect of the individual, namely his capacity for adapt-
ing to the system itself. Every man is judged on his productivity or on his
professional status. In other words, industrial society has imposed its hierarchy
and its criteria of selection. Now we see an increasing desire to dissociate
professional and social hierarchies, with people no longer judged on the cubic
capacity of their cars, their position in the firm or the size of their bank
account.
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We do not know what pract; 5 thi irati i

down of the range otf pi:ccé;rcli]s,fogf;;t(‘:};‘sr:t(:zoi;sp:)rfat:i‘:rr:igmatac};e:l'narr'owgllg
prestige of hicrarchical authority.‘ Everything is possible: nothing s seitles
'Bul it is certain that future political dccisions will have 16 take iy & ouled.
nto account. We arc alrcady secing in outline altc?xil:teivt: ;Zﬁirt:sesfi)rp H;SI;ZS-
some more concerned with personal consumption, others directed tgoward;
p'mducm'c mvestments and others again towards public utilities. A clearer defini
tion of cach of these models s becoming a matter of urgency; .for tomorrow th:
fssue at stake will no fonger be that of choosing a growth rz;te but of deciding
on a type of growth. This is essentially a political decision. i

Representative function

Western democracies claim as their distinctive feature the rotation of office
between different political parties. In turn, the major classes of the population
feel they are represented in the government and thus concerned by what
happens to all. Thus we sec enlightened conservatives and reformist socialists
alternating in office in most countries, cven if their style of management
differs less than their programmes, this rotation has a virtue of its own; it
causes the different social classes to have a share in political power. Of
course, in some Scandinavian countries, the Socialists are permanently in
control politically, but the conservative make up for it by retaining in their
own hands the cconomic power whose political implications have already
been set out in this report. The situation is more dangerous in countries
(such as France) where enlightened conservatism is permanently entrenched
in office, for there the same social classes hold economic and political power.

This may lead to social alicnation of the others.

The risk is all the greater in that the opposition seems to have given up hope
of office, cither because its goal is to weaken authority rather than to wield it
(some “Leftists” think along such lines) or because, while the present stage
of industrialisation, with all its stresses and strains, had to be completed, one

prefers all things considered, to leave it to the Right.

ve establishment of a potitical Community will very quickly run

essi
The progr f approach between the reformist Left of Northern

up against this difference o
Europe and the revolutionary Left of the South.

» will therefore improve the efficiency of the manage-

ment function, while encountering new difficulties in the ideological a_xéd
representative functions. The choice of a new model ff)r growth n;)ay prowthz
the occasion for a realignment of forces, but it would first I.lav? to ecc\;f'il; fhe
specific theme of a political debate. In any event the new msnﬁ;'um-lsthe oot
by themselves be enough to make 2 political Europe come alive;

frontation of forces will also have to take place at this level.

ors which help or hinder continued growth in
uld draw up the following table:

A European “government

If we wanted to sum up the fact
Europe, over the next ten years, we €0
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(a) Helpful factors: the existence of a pool of labour in agriculture; the pos-
sibility of refining economic policies and of making them more effective, if a
rea} cconomic and monetary union s set up in Europe; the fact that political
ambitions remain centred in the social and economic ficld; a balance of
positive effects arising from the enlargement of markets and improved manage-
ment of firms.

(b) Unhelpful factors: an increase in social tensions; progressive change in
the scale of accepted values; the crisis of the Amencan model; subdivision of
the world y; kening of the C

Some of these unfavourable factors, however, may become more favourable if
we make new types of growth our aim, rather than achievement of the highest
rate of growth; and in particular if a subslanlml share of the human and
fi 1 r bilised for technol 1 change over the past century is
used instead for social change. It 1s incidentally highly probable that, if this
transfer of resources is not made, growth will come to a standstill. The choice
thus seems to be one between growth of the present type at a rate of 5%, with
the risk of a sudden halt, and growth at a slower rate (4%?) but of a different
type involving less risk of seizure.

A new forward leap of European union is only one of the requirements for
continuing growth; a necessary condition but not a sufficient one, which will
not absolve us from making difficult choices as to patterns of growth. These
choices will be dictated by the relationship between political forces.
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ANNEX T

Development of the industrial Economies since the beginning
of the century
(Annual growth ratces in %)

France Germany U.S.A. Ttaly Britain
Total praduction
1896-1929 + 1,7 - + 4.2 + 2.1 +1
1929-1963 4- 2.1 —_ + 3 + 2.7 4 2.1
1949-1963 - 4.6 + 7.8 + 3.8 + 5.8 4 2.6
Production
per capita
18961929 4+ 1.5 + 1.3 + 2.1 + 13 + 0.5
1929-1963 4+ 1.7 + 2.1 + 1.7 + 2 + 1.6
1949-1963 -+ 3.7 + 6.1 + 2.1 + 5.1 + 2.1
Production per
gainfully employed
person
1896-1929 + L5 + 1 + 1.8 + 14 + 0.6
1929-1963 + 2.2 + 2.4 + 1.9 + 2.9 + 1.3
1949-1963 4 4.4 4 5.3 + 2.5 + 4.9 +2
Source: National studies of the Social Service Rescarch Council project (quoted in ‘La Croissance Sfrangaise’
by J.J. Carré, P. Dubois, E. Malinvaud, published by Editions du Seuil).
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World distribution of wealth

ANNEX IT

(in 20
Population Gross internal Industrial
product production
1950 1969 1950 1969 1950 1969
8
Europe (altogether) ki 26 37 41 39 4
Uaited States 8 7 41 35 45 33
Other developed
countries? 6 6 7 10 7 9
Under<developed
countrics? 55 61 15 14 9 10
World 100 100 100 100 100 100

Source United Nations
1 Cazada, Japan, Australa, South Africa
1 Not inchoding Ching
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ANNEX 11

The sources of growth
(annual rates for 1955-1962)

US.A. | France fGermany | Italy | Britain
Cirowth in national
e 3L | A82 | 4 5.39% | + 5.78% | + 2.56%
,.-‘-'."‘-7.'14' /:It'.'{?f HE | LB L ] 7’5:)/ n
/ o demasy A5x4 1 -+ 1.60 + 2,128 0
(of which) % % |+ 0.44%
working population 5 0.73% | 4 0.09% | + 1.13% | + 0.20% | + 037%
waorking hours —0.205; | — 0.06% | — 0.45% | + 0.03% | — 0.30%
ape and sen distribution —0.0877 | =+ 0.12%4 | -+ 0.15%4 | + 0.05% | — 0.02%
workers' qualifications 4092001 #0290 ¢ 0119 | + 0.40% | + 0.30%
migration from raral
areas s 0.2590 4 4 0.91% | + 0.66% | 4+ 1.44%; | + 0.09%
Capitad fuctor + 0.73% | + 0.845% | + 1.57% | + 0.8074 | + 0.80%;
{of which)
productive capital i 0.42% | + 0.79% | + 1.46% { + 0.74% | + 0.57);
insested capital 3 0.25% | 4 0.03% | + 0.16% | + 0.11%5 | + 0.06%;
forcign investments 4 0.06% | - 0.02% | — 0.05% | — 0.05%; | + 0.17%
Size factor 4 0.30% { + 1.07% | + 1.35% | + L5674 | + 0.45%
{of which)
increasing output 1 0.30% | + 0.54% | + 0.55% | + 0.60% | + 0.28%
price structurcs 0 1 0.46% | + 0.70% | + 0.80% | + 0.15%%
opening of frontiers 0 4+ 0.07% | + 0.10% | + 0.16% | + 0.02%,
Residusnt factor 4 0.76% | + 1.56% | 4 0.87% | + 1.30% | + 0.87%

Source: Deniton et Poullier, Wy Growth

Rates Differ. The Brookings Institution.
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The standard of living

about 1967-"68

ANNEX 1V

Housing
Number of people
10 a room

Health

(per 100 000 1n-
habitants)
Doxctors
Hospital beds

Equipment
(per 1000 in-
habitants)
Telephone
Car
Television

Education
Students (out of
1000 people in the
20-24 age group)

Germany | Prance | nay | Nee™ | Betgum | UK. | s,
0.88 1.01 114 0.76 0.62 0.67 0.59
148 118 171 114 151 115 158
1084 1120 985 714 827 994 840
172 140 135 216 181 218 523
199 223 151 165 187 196 410
231 167 146 197 186 263 392
82 169 80 165 128 110 404

Source Statistics of the European Communities
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Share of wages in natlonal income
(Percentage trends from 1950-54 to 1960-64)

ANNEX VI

Change in the share

Change in the share

of wages as part of of wage-earners as Balance
national income part of the
population
Belgium 5.1 1.5 + 3.6
Norway 88 5.5 +3.3
Sweden 8.8 53 + 3.1
Denmark 54 29 +2.5
UK. 2 0.8 4 1.2
Ireland 23 24 ~0.1
France 4.8 6.4 ~ 1.6
Germany 4.2 6 ~—18
Ttaly 54 72 ~13
Netherlands 6.6 8.8 —22
Switzerland 09 5.1 —42
Austria 36 8.4 —48
Combined 4.8 5.1 —03
Source* OECD
ANNEX vII
Empl trends in the C i

1955 1960 1965 1970
Agriculture 24.3% 19.6% 15.9% 13.4%
Industry 40 % 424% 43.5% 43.9%
Services 35.7% 8 % 40.6% 42.7%

Source* Statistics of the European Communities
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ANNEX VIl

Wage and salary earners
(as a pereentage of the gainfully employed population)

1960 1970 1975
Germany 77 % 82.6% 84.3%
France 70.1% 77.9% 81.1%
Italy 59.4% 68.4%; 71.7%
Netherlands 78.8% 83.7% 85.5%
Belgium 76.5% 81.2% 83 %
Luxembourg 70.5% 76.4% 79.1%

Source: Statistics of the European Communities
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ILabour disputes in the common market
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ANNEX X

Recent trends in growth

(annual rates)

Average for
1958-59 to 1970 19711 19721
1968-69
Original members of the
Common Market
France + 5.7 + 59 +5.5 +45
Germany + 5.1 + 54 +3.5 +15
Italy + 5.7 4+ 5.2 + 0.5 +3
Belgium + 4.7 + 6.1 + 3.75 +3
Netherlands + 53 + 6 +5 +2
New members of the
Common Market
Britain + 3.1 + 22 +1 + 4
Norway 4+ 48 + 35 + 5.25 + 3.5
Ireland + 4.2 4+ 1.5 + 3 + 3.5
Denmark 4+ 4.9 + 3.2 +2 + 2.2
Other countries
U.S.A. 4 45 — 0.7 +3 +5
Japan + 11.2 + 10.7 4+ 6.1 + 6

Source: OECD to 1970

1 OECD, EECand national estimates and fore

casts for 1971 and 1972.
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ANNEX X1

Growth prospects
(annual rates)
1970-1975 1975-1980
Employ- | Produc- | Produc- | Employ- | Produc- | Produc-~
ment tivity tion ment tivity tion
Original members
of the Common
Market
France +0.5 + 54 + 59| +07 + 54 + 6.1
Germany + 0.2 + 4.4 + 4.6 +0.2 + 4.5 + 43
Ttaly + 08 + 4.7 + 55 + 0.7 + 48 + 5.7
Belgium +0.7 + 4 + 4.8 + 05 + 4 + 4.6
Netherlands +1 +3.7 + 47 +1 + 35 + 45
Luxembourg —_ —_ + 3 _— —_ 43
New members of
the Common
Market
Britain —0.1 + 29 + 28 + 0.6 +29 + 35
Norway + 04 + 4.1 + 45| +03 + 4 + 43
reland + 0.7 + 4 + 4.7 + 07 + 4.1 +49
Denmark + 0.1 + 37 + 3.8 + 0.1 + 3.7 + 38
Other countries
Us.A, +1.7 +32 + 49 + 1.6 + 2.8 +45
Japan +1 + 9.4 +105 | +1 + 84 + 9.5
Source: OECD: 'Growith in production 1960-1980° published 1n December 1970
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MAN IN RELATION TO THE FIRM (*)
O. A. FRIEDRICH

Introduction

This conference, in accordance with the preparatory reflections of those par-
ticipating, is to address itself to the task of bringing out the connections, at
Community level, between various economic, social and political problems and
the advance of industry. The theme of the conference, “Man in relation to the
firm”, will therefore have to take 1n a number of crucial points to bring out the
connection between social and industnal developments. The starting point, con-
sequently, of what I propose to say 1s firstly the attitude of industry in Europe
to the Community’s industry policy and secondly the views of employers on
the road to be followed by social policies in Europe. I propose, to begin with,
to touch briefly on these two issues in a gencral way.

Industry policy, in the view of the Union of European Industnalists (UNICE)
and as set out in UNICE of 10 September 1970 and 1 June
1971, is to be regarded as a collection of measures for the creation 1n all fields
of the best conditions for an optimum expansion of firms in industry. 1 am
not forgetting that Commumty industry policy has also the task of deepening
the general awareness of the need of industrial advance but a first endeavour
of that policy must be to improve the possibilities for industry to seize and
make use of the abundant openings arising from the creation of a wider market
in order to remain abreast of its task of supplying goods to people in the best
possible conditions. The contribution of industry to the gross national product
being as big as it is, the creation of favourable conditions for smooth and ra-
tional production is a matter of the highest importance for economic expansion
in the Common Market as a whole. Successful advance in industry is an un-
alterable condition of economic and social progress in the Commumty. How-
ever, an industry policy directed to this end is not to be conceived of, and the
employers have repeatedly drawn attention to this point, as a policy of inter-
vening in and meddling with the decisions of entrepreneurs. It must be an
all-embracing policy and one adjusted to the state of things in our market
economy. The main endeavour of Community industry policy must therefore
be the improvement of the framework of conditions in which firms in the
Common Market work.

The close connection between industry policy and the. other joint_policies, in
particular social policy, is plain to see, for the aim of mdustry pollc.y after all
is 2 general improvement in living conditions in the Community. It is also the

_—
{*) Translated from the German
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task \yhif:h the Member States set themselves in the preamble to
establishing the European Economic Community, namely “the o

provement of the living and working conditi i
focti ons of th :
objective”, & eir peoples as

The close connection between the objectives sought after in other fie;
means being used and, on the other hand, the Community’s indu
{nvolvcs as a matter of course mutual adjustments and coordinatic
industry policy has its repercussions on social policy, in the same
are connections between measures taken under social policy and
under industry policy. There connections were the subject of a
analysis by the Commission in 1969 in the so-called “Interim Rep
Council on the correlations between social policy and other C
policies”.

Here indeed a danger comes into view and one that is not to be los|
The sights of industry policy are directed to a section only of the

namely industry itself. Social policy by its very nature cannot and

concern one scction of the economy alone, it must be all-embracing.
policy worthy of the name must aim at the improvement of working a
conditions of all workers and not only those in industry. A properly un
social policy must indeed also ask itself whether it is right and consist
the principle of the greatest possible measure of freedom to pursue :
tinuous extension of collective care and continuous increases in social-
benefits while the real incomes of all levels of the population steadily ¢
to increase. We are of the view that community benefits, financed t
pulsory contributions or taxation, should as a matter of principle play
secondary role, that is they should only play a part when the person co
is not in a position to help himself. Social pohcy must not lose sight of )
economy as a whole is capable of. This capacity is the source ?ut att
time the limit of every endeavour of social policy. A successful mdustr§.
strengthening and benefiting the whole economy, also creates the grot

for higher social-security benefits being paid.

I—THE POSSIBILITIES FOR A EUROPEAN SOCIAL POLICY

A—Governments as autonomous operators

I shall follow these basic remarks on industry poligy and its connec_:é{
statement on employers’ views on the possibi

a European social policy, since they are the basis and c%use of ou;oeclg
the crucial issues. Since the EEC was set up, whenever European

i i debates on whether a1
sion there have been constant ites o
e ot ial policies of the individual Membe

hould do in the matter. In 1

social policy with a brief

was u :
how far harmonization of the social ¢
was necessary and what the Commisston §
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repeated attempts have been made to read more into the text of the EEC
Treaty, which after all is clear enough, than is to be found there, There can be
no doubt at all that the Treaty as a matter of principle leaves competency and
sovereignty in matters of social policy with the Member States. The cooperation
of Member States called for in Article 117 therefore is essentially based on the
voluntary principle. But this is in no way to be looked upon as a shortcoming.
The Treaty here is merely taking account of the fact that a joint social policy
can only be brought inte being with consideration being given to the circum-
stances of social affairs in their great variety and as they have grown up in time
past and the further fact that in 1957 the Member States with that in mind
were not prepared to transfer to the Community the political responsibility for
the further development of social policy. There has been little change in the
meantime in this initial position. Even today, with more than a decade gone
by, social-security benefits in the EEC countries show considerable national or
regional differentiation for reasons of preference which are largely rooted
history. An example of the varying emphasis of countries® social policies can
be found in the fact that in Federal Germany high priority is given to old-age
and sickness insurance while social policy in France is marked by a purposeful
policy in favour of the family with a high level of benefits. These differcnces
have been influenced by the varying social circumstances and brought about
equally by differences in the ideas held on political aims and social policy. Ar-
rangements on the ground will for the time being have to be left to the in-
dividual States so long as they bear political responsibility.

B—High and still rising expenditure on social security

This does not cause distortions in trade and the supply of services in the Com-
munity, because competitivity depends, apart from other cost factors, on the
total burden of labour costs and here it is not a matter of importance how the
total is made up. We have scen astonishingly rapid approximation of social
security expenditure—not the least of the assisting factors has been the eco-
nomic progress which has been made in the C ity. In 1958 expenditure
on social security was still accounting for between 12.4 and 18.6 per cent of
national income; in 1970, without any active harmonisation policy on the part
of the Community, the figures lay between 20.3 and 23.5 per cent. We can see
that the margin as between the Mcmber States has narrowed, the amount of
national income taken however has gone up considerably. The entry of new
members, we find, will change the picture appreciably. According to the avail-
able figures—and unfortunately we have no figures for later than 1966—the
margin between the Six of the EEC and Great Britain is a big one. In 1966
expenditure on social security in the EEC took 16 to ,17’/' per cent of gross
national product (I am not any longer speaking of nahox!a] jncome), while in
Great Britain the figure was only 12.7 per cent. (The margin may have changed
in the meantime, we have figures only for the EEC as at present composed,
with the Netherlands leading in 1970 with 19.1 per cent). But when we
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:;I:;the:h we are to give prei?erence to an all-embracing social security syst
: er than to a .stre.ngthenmg of personal responsibility with an increase
the means remaining in the hands of the individual.

Any arbitrary interference with the gradual alignment of the structures of
EEC, such as was demanded as early as 1962 by various participants of
Egropean Social Security Conference of that year, involves the danger of
ahgnment of cost components on the principle of the so-called raisin-theo
which means the best and highest from each of the Member States. This wot
push the total burden of Iabour costs in Community industry up to such
extent that we should no longer be in a position to compete on the wo:
market. There has been, as I have said, an approximation of the costs of soc
security in the present Member States but we cannot acquiesce in the w
things have gone to date. With the coalescence of the enlarged Commun;
into an economic and monetary union and the continuance of relations as th
are between individual Member States’ social policies and the social policy .
the Community a greater measure of coordination is called for. It is indispen
able therefore that those responsible for the creation of national social polic
the governments and capital and labour, should put less stress on their autor
omous states and adapt their policies to what is needed on Community lev
and allow it to be guided by Community aims. Such an attitude will be ir
creasingly needed of them as the merging of the separate national economie
into the economic and monetary union which saw its beginnings in the Counc
of Ministers’ basic decisions of February 1971 proceed on its way. Th
Treaty gives the Commission the important rofe of promoting integration'i
the social policy field, first and foremost by means of organised collaboratio
between the Member States. That is the situation today and that is what th
Conncil of Ministers for Social Matters has been guided by since 1966. It is
concept which the Commission has largely adopted, as .is demc?nstratgd by“th
memorandum it sabmitted on 17 March 1971 on social affairs entitled A
Interim Outline for a Community Social Policy programme” and‘ th-e proposai
it contains for Community measures to be taken as a matter of priority.

C—The Fundamentals of a Liberal Order

he European Communities however is not on}y a question 0
it is first and foremost a question of the bast
d social affairs are to shape. The employer
Community must be based on th'e' libera
al principles means free competition ant

Social policy in t
institutions and their powers,
conception of how the economy an
hold the view that the European'
principle. An economy based on liber
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free and independent entrepreneurs and trades-unions. An essential factor of
such an economy is the freedom of movement of workers, capital, services and
goods established by the EEC Treaty. We in Germany, and not we alone,
have Jearnt that a market economy was decisive for rapid economic and social
progress after a devastating war which threatened all human values, True, the
liberal economic and social order, as we see it in varying forms in all the
Member States, has its shortcomings. But it shows itself in its achievements to
be superior to any other system, guarantecing a far greater cxtent of material
well-being and a far greater measurc of justice with a maximum of personal
freedom. It is a fallacy, a dangerous fallacy, to believe that these achievements
could be preserved if our liberal economy were to come to an end.

A liberal economy and a liberal democratic social order are inscparably bound
up together. Do away with the freedom of the responsible manager and the
frecdom of action enjoyed by sapital and Jabour and in the long term you wilt
see the end of your own freedom. This applies today and it applies to the
Europe of tomorrow. In my view thercfore the main task of a European social
policy is to watch over the foundations of the Iiberal order in Europe and
promote its onward progress. Part and parcel of a liberal order is ownership
of the means of production, It is the basis for all risk-taking in industry. There
are those who forget that the productive process cannot be depnived of the
right of ownership without harm being done to the whole community.

1II—INDIVIDUAL PROBLEMS OF A EUROPEAN SOCIAL POLICY
A—Employment policy

With these basic views stated, it will now be possible to deduce the attitude of
employers to the question of “Man in relation to the Firm”. I shall not deal
with this question in an abstract manner, I shall set 1t against the background
of the present situation in the Cx ity and ine the question wheth
there is a possibility of joint solutions on Community level and what methods
and ways are open to us. We shall have to deal with the question of labour
relations in the broadest sense, considering not ouly man in relation to his job
but, much more generally, where he stands in the social order.

On the last point what is of decisive importance for him is his ability to earn
a living for himself and his family, whether he does this as an employee under
orders or working on his own An tial condition of course is that
there should be an opening for his labour or simply.a job. Consequently one
of the priority aims of economic policy is the provision of emplqymex_lt. He.re
it is not to be expected that a given job will be created or kept in being—in-
dustry as it develops increasingly brings changes in the apparatus of pr.od'uc-
tion, and a man has to adapt himself to these changes. I:‘or this reason it is a
normal ph 1 in an expand economy that in some sectors the
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numbers of those em i
industries, A forwarcillz};icciln(;e?rlnn;lg’niif C;\:)%;g;gfe 0‘1;:) tl':ter ]a}? orintensive
of adaptation is not only good social policy, it fi C Part of madenn s
policy also. It is one of the conditions for sz’é dy and beatth, o sty
t?zat the apparatus of production as it goes tﬁ)c;lfgnhdiltlsezlligi’e:sc'ono’:n o irowth
uops should be able to call on a sufficient number of workergvzdlrlan: grma(i
trfnned in the right skills. Methods of forward planning and statisii:ZI ; 11t
will have to be more complete and afford better comparison possibilities, This fhz
employers have repeatedly pointed out. Whilst previously employment p'ol'xcy had
to concentrate pre@om}nantly on the removal ex post facto of difficulties af-
f:;:;ngft?& ;;&?-g;n;; glgl:::otnh,enowadays it has to deal much more 'with prob-
y are to be handled and defeated with, among
other steps, measures for increased mobility from trade to trade and from
place to place. This being so, occupational training is becoming a key question
b;cause of the double task it faces. Correct occupational training must not only
give a man the proper skills to match up to the job he now has to do, it must
also lay the groundwork for the further training and retraining which more or
less certainly will become necessary subsequently. Methods will have to be
worked out to take care of adult training. There is hardly any other move so
well fitted to give men today a feeling of freedom as security and the convic-
tion of being equipped by their education and training to meet the demands of

life and their work.

There is a further connected question which I should like to touch on briefly.
In this world of ours, with its increasing industrialisation and its increasing
technology, it is going to become ever more difficult to give the man at the
work-bench the feeling of being able to keep a view of the whole and see what
he is doing as a rational part of the whole process. There will be many jobs
where it will not always be possible to avert a sense of boredom and monotony.
On the other hand, technical developments in themselves are a factor prov.id-
ing a counterweight here. Automation in very many cases 'is now .transferrmg
precisely the monotonous manufacturing processes anc'l in particular those
which are particularly highly labour intensive to machmes._l\.lor.letheless we
shall still be very much faced with the question of l}ow to minimize as far_ as
possible the conflict between man on the one hand with his inner laws, physxf:al
and psychic, and his need for experience of his own and for s‘elf'-conflrmat.lon
and certain forms of work and organization on the other. This is also a field

where studies by the Commission would be helpful.

B—Cooperation in the workpiace and in the firm

1—In the workplace
a large extent

rorker takes in the firm is to ;
- he best possible

lace therefore which ] : firm 1
il £ success achieved in maintajning t

determined by the degree o
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conditions for his activity at his job and n his place of work and seeing to
their further xmprovemcnt It is undisputed and disputable that how he
stands as 2 worker is of particular importance for his further integration,
for where he works is, so to speak, a second focal point in the worker’s life

and generally decisive for his position in the social order also.

The task we are all faced with here is 2 many-sided one. The main thing is the
improvement of the situation of each worker as we see it and as he sees it.
True, with the division of work to be met with in modern industrial firms there
are relationships, conditions of subordination and other obligations that are
unavordable for the worker (and not him alone) because arising from the
nature of what is being done; they are toned down as far as possible by limit-
g them to what 1s essential to the operations (we should not forget also that
the bosses too find themselves at the centre of a field of tension created also that
various situations of subordination even if in part they are of another nature),
It must be made easier for the worker to see the necessary relationships clearly
and accept them. He must in future be given the possibility of developing in
hus field of duties his sense of responsibility and his initiative. There must also
be a guarantee that full account will be taken of his Iegitimate claim to recogni-
tion of and respect for lus personality at his work as elsewhere.

Let us not forget that as we grapple with these tasks we are not at the begin-
ning of an operation, we can build on our practical experience and the regula-
tions which make up the law on labour and social matters in all the Member
States of the Community. I grant you, the solutions long ago found in the
individual countries have not led down the same road, conditioned as they
were by so greatly varying past historical and sociological developments and the
equally differing conceptions of social policy. Nonctheless in alt the six coun-
tries we find modern T hods, rights and duties of
industrial workers’ reprcsemanve bodies laid down in works’ constitutions,
over and abovc individual plants and firms the two sides’ work on collective
agreements, and general principles of labour law and general safety regula-
tions, all meshing together into a system of instruments serving to make pos-
sible a further improvement in the position of the worker as 2 member of the
labour-force.

Further developments in the world of industry should be based on the principle
of the individual worker being a co-participant in the operations and co-respon-
sible. In that case, what must be guaranteed is the following:

() Every worker must be precisely informed on what his duties and respon-
sibilities are. He must be informed about any essential technical, organi-
zational or staffing changes affecting his part of the operation and be able
to see clearly what is the connection between what he has to do and the
overall operation of the plant.

(i) Every worker must have a guaranteed possibility of making his views
known about measures that affect him and of collaborating actively in the
shaping of his job by means of suggestions of his own.
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(iv) Eve e i
ry worker must have the right to approach his competent superiors

with personal requests i
i q and complaints and have them heard and decided

Social responsibility on the i

law and ob]igationg, at plantlffcr\tezf;islg ihlzsisa?gs;ictieasl‘rueglg; sr’nag i a§dthe
able progress. The social responsibility inherent in t i cations of o
c?trc?preneur of today directs him fi?;t and forem;lsi }:: S;g:;i;pg:t;gg;?éua;
dignity of thf)se who work for him. Measures under legislation on safety at
}vorlf are taking additional account of the legitimate interests of the woz']ker
in hls workplace. Arrangements under the provisions of works’ consfitutions
facilitate dialogue between employer and employees. The trades-upions also
throu.g‘h collective agreements, are able to influence the way industrial work’mé
conditions shape. Again, a style of management which is abreast of technical
and fzconomic developments calls for devolution of responsibility to those
working at management level. The successes in the matter of integration so
reached must be safeguarded and further built on.

This is not to be looked for in an attempt at the most thorough adaptation
possible to the regulations followed and the knowledge acquired only in certain
Member States which are appropriate only to the specifically local economic
and social conditions and accordingly are out of step with facts in the other
Member States; it has to be brought about on the basis of principles of workers’
integration enjoying common recognition in all the countries of the Com-
munity. With all their variations in form and content, settlements made in any
Member State under the provisions of works’ constitutions lay particular stress
on individual plant level. They assign priority of importance to the worker
being informed and consulted and put social and personal affairs in the fore-
front. In so doing, they take account of the fact that conditions on the spot
and in the workplace are the most important for workers’ integration and most

directly affect them. They also take into consideration that one of the most
of any works® constitution settlement has to be that of keeping

important aims :
nal questions that have

the worker informed and that it is social and perso
priority of interest for him.

No doubt the conceptions that have arisen in this connection. in Member S}ates
and regulations framed accordingly will mztdergo changes in some details a
further practical experience is gained. But in any case it will be necessary ¢
observe the limits already mentioned which are set bX the capacities of i
private-enterprise economy. I consider it however essential to hold on to th

convictions jointly held in the countries of the Community and to mak.e th.eq
Whether we can achieve the ends in Vi€l

the guideline for further reflections. yie
depends in a decisive manner on whether all concerned are prepare
make cooperative approaches. Any tendencies to confrontation instead ¢
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cooperation for the reaching of these ends not only put efforts towards further
integration of the workers in doubt but also endanger what has been achieved
already.

It is to be expected that in this way a decisive contribution will be made to the
improvement of working and also living conditions in the Community and this
much more effectively and dependably than via any sclf-rcliant concepts
arising in the institutions of the Community, these being exposed to the danger
of being guided by single national patterns with little or no relation to the
facts of social policy in the other countries of the Community. This is an objec-
tion which can also be made to the proposal for articles of agreement for a
European company.

2—In the organs of the firm (and the “European Company™)

Eurcpean employers are emphatically in favour of the introduction of uniform
Eurcpean company law, to facilitate—and further—collaboration among firms
over existing frontiers as well as the mergers that are necessary in the interest
of economic and social progress in the Common Market and to strengthen the
competitive position of firms in the EEC. For these reasons the Commission
initiative in the shape of the first draft of July 1970 of articles of agreement
for a European company is as welcome as the projected regulation on the
creation of a “European joint business interests association”.

The employers however do not agree that the rules for workers’ participation
proposed in the “European company” draft are of the kind likely to solve the
quesmm of workers’ pamc:pntxon for Europe. They are in agreement with the

that the composition of bodies inside a firm must be on the same
lmes throughout Europe. A standard solution however for the participation
of workers’ representatives in the proceedings of the board of directors, such
as the Commission proposes, loses sight of the variations, at present still great,
in Jabour relations in the various Member States, and this not only from the
fegal aspect. The differing conceptions of the aims and functions of the two
sides of industry over the whole range of labour relations (of which relations
at firm-level are of course a part) are of major importance for the question of
workers® participation. It is for instance a fact that in Germany alone of all
the EEC countries is a seat on the board for workers’ representatives recognized
as an institution. Also when we look at workers’ representation on plant-level
with all its variations in Member countries as to nature, composition, functions
and powers exercized, we find in the other countries no workers’ representation
with such far-reaching duties and such extensive rights of workers® participa-
tion as works councils in Germany possess. The solution to be found to the
question of workers’ participation can nonetheless only be a European one,
now to cover also the new Member States, first and foremost Great Britain,
which has a system of labour relations different from that of any one of the
original States of the Community. The Union of European Industrialists
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(UNICE) on 12 March 1971 ment— m
ICE 2 M made a detailed statement—J
- |- March 19 ste wa i
of this—~on the representation of workers’ interests jn the “Eur(;;)tct:nrceor;;d *
any”,

C-- Acquisition of property

e s of the orke in st today i el deendent o th e
property by brod section, g}n!r}c propcrty'. F:fcmtanon of tl?e acquisition of
policy ib n‘ur u'mcs: It m :;11 cssc)rftii?ptfl]ftuop is one of the i?lg tasks of > ocial
defined for instance in the cccbncl t‘ncg‘* o any Europc'an Incomes policy as
1 swould be 1 areloanm b second lum-term economic pthy programme.

a weleome t.hmg if in all Member States, as required by that pro-
granune, an active policy were followed of promoting the acquisition of
property, Th.c programme also provides for a Community comparison of what
has been achieved so far, to be followed by a study to determine which systems
and forms and methods are particularly adapted to the achievement of the
cconomic and social aims of the Community’s medium-term economic and
soacial policy. What was there called for has not remained in the stage of theory
and somec f{irst results of the comparison have been made available. It turns
out that the various systems are very divergent in the aims they pursue. In
Germany for instance the acquisition of property is promoted primarily for
rcasons of social policy on the basis of the recognition that property is a
euarantee for the individual of greater spiritual and material freedom. There
is at the same time a predominating conviction that an economy on a basis of
private property can only be credible in the long run and free of social ten-
sions if there is the broadest possible spread of what the nation owns. In
France the accent. apart from gencral measures for the encouragement of
saving and the acquiring of housing as owner-occupiers, is on the improve-
ment of employer-worker relations, to be achieved first and foremost by means
of obligatory profit-sharing. Against this, in Italy the main attention is ob-

viously being paid to the provision of housing.

There is a close connection between motives of social policy and the reasons
behind the cconomic policy decisions for the fostering of increased acquisx‘tlon
In the Federal Republic, for instance, when the Law on Savings
Bonuses was passed, it was also the purposes of the. capital market that were
being pursued, with a view to increased private savings on long-term deposit

facilitating the financing of public and private-sector inve.stm(?nt. In the case
f course the main aim was the en-

of the Law on House-building Bonuses 0 . 1 2im v o

couragement of housing construction. In Fran?e proﬁt-sham{ng is t1.ed up wi

investment aid for firms with a view to the simultaneous stlmulatlgn of eco-
hat is being aimed at also is an anti-

nomic expansion. In the Netherlands w : :
inflation effect, to be achieved by longterm locking-up of purchasing-power.

of property.

each Member country, and its details,

i f this or that system in untry, :
e ot co to this or that aim in view. Usually at

depend of course on the weight given
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any given time a whole collection of measures is in force, some of them to the
benefit of the population as a whole, others only for lower-income groups or
the working-class, particularly workers on low wages. In most cases various
forms of encouragement such as taxation allowances, bonuses, loans at reduced
rates of interest and interest allowances are in operation at the same time.

The encouragement of property acquisition in the Federal Republic by broad
sections of the population, particularly by the workers, takes three forms.

Firstly, tax allowances and the grant of bonuses on deposit savings as provided
for under the Law on Savings Bonuses, then what is provided for under the
Law on House-building Bonuses, and favourable tax-treatment of life-insur-
ance savings and steps to acquire own homes, These are advantages which
anyone can put in a claim for. The second important area is arrangements, in
the scope of collective agr for all ¢s of property-acquisition effect
for workers in certain sectors. Thirdly, measures taken by individual firms for
the benefit of their own employees play an important part. Bonuses paid on
savings-accounts have up to now resulted in deposits at present amounting to
about 20 th d million D he-Marks, which means 10 per cent of all
savings-deposits by resident private persons. Savings deposits under bonus or
tax-reduction schemes for home-building at present amount to around 40
thousand million Deutsche-Marks, nearly three-quarters of the total being
deposited by wage-and salary-earners. This is a figure to be looked at against
the background of the total spent on housing. ruction in 1971,
which was 45 thousand million Deutsche-Marks. It is not without interest in
this conncction that almost 40 per cent of households in Western Germany
own their own houses or flats, which can be regarded as visible evidence of the
success of housing policy in the Federal Republic,

There have been interesting develop in the encourag of property-
acquisition in the Federal Republic by workers as employees. The number of
workers receiving allowances of property-acquisition effect from their em-
ployers, a ing to 300 D he-Marks a year on average, rose in 1971
from nine to twelve million. To these are to be added 1600000 State em-
ployees making a total in 1971 of 13 600 000 receiving allowances of property-
acquisition effect from their employers. With the working population of the
Federal Republic at 22 400 000, this means that well over half of those em-
ployed are benefiting by this new system of allowances. It also meant that the
private sector Jast year shouldered a burden of about four thousand million
Deutsche-Marks. The actual amount of increase in workers’ holdings so
brought about, however, was considerably greater, If we consider that the
workers have not limited themselves to merely accepting the employers’ allow-
ances under the new system but that many of them have also made savings of
property-acquisition effect out of current wages-i taking ad of

reductions and bonuses allowed by law, we reach—and this is based on figures
from the banking world—a total figure for savings of about 7 650 million
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cutsche-Marks. If to this we add State bonuses on savings and on deposits for

?g;fi;:gg?ﬁ; f;ll&oifg;kxgilsxfzi tlczigethe.r a;g to be estimated at about 30 per
icere < oldmgs in 1971 resulting from the applicati
of the legislation on property acquisition comes to 'ustgten o il
th .
Ell)cutsche-Marks. The great importance of what we Jhave just S;Zﬁgh?:lnllg
a ovc'all in the fact that it has been possible, thanks to the existing freedom
of action in the matter of conclusion of collective agreements and the Third
Law on Propgrty Acquisition, to stimulate also population groups who had not
before been in the habit of putting anything by to start out on a new road of
personal responsibility.

The new development we have been witnessing is due to the readiness of the
enlployer§, which they made clear in 1968, to come to an agreement with the
trades-unions on allowances of property-acquisition effect. The unions accepted
the offer made. The new road taken together by the employers and the unions
has led since then to successes which can be held to be impressive. The task
of German employers, as they now see it, is to broaden the road and build on
the successes achieved.

No doubt, with the different possibilities offered for the acquisition of property
in the Community, the picture is a confusing one and the results are difficult
to compare. I think however serious attempts should be made in the other
countries of the Community to profit by the positive experiences we have had
in the Federal Republic with the encouragement of property acquisition by the
workers. German employers stand ready for an exchange of impressions and
to work together particularly on this with their colleagues.

For conclusions to be drawn from the comparison of Member States’ systems
for the promotion of the acquisition of property, I refer you to .thfa views ex-
pressed by the Employers Association Committee at the Comm.xssmn hearing
of 24 November 1971. They concentrated on the following points: measures
for the promotion of property acquisition by the workers should be agreed on
in the framework of collective agreements, the collective agreement method
being preferable as a matter of principle to any State-imposed coercive meas-
ures. The use of collective agreements provides the gre.atest .possﬂnhty of
adjustment to the needs and mentalities of workers afld firms in the seyeral
countries of the Community. Attention is also to be paid to keeping Fhe. finan-
cial load employers have to shoulder by virtue of these allowances 11:351de ;_he
limits of economic capacity, so that harmful consequences are avoided for

money-values stability, full employment, economic expansion and the balance
of overseas payments.

D—Capital and Labour in Dialogue

£ “Man in relation to the

:on coming under the main theme o .
A o Hlow CaE together on Community

Firm” is that of how capital and labour are to work
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level, As progress is made towards the achi of the ic and
monetary union the need will arise of more exchanges of opinion on social
policy, and with the advance towards economic integration and its extension
to cover currency policy and with the political consequences that will well up,
there will have to be intensified cooperation between the two sides of industry
and the instituti of the C ity. The dialogue b capital and
labour on Community level will have to be adapted to the new situation arising
as will also the possibilitics of their working together on the decisions that
affect them, Here of course we are not starting from Square Onc. Ever since
the EEC was established European capital and Iabour have been holding talks,
for instance in the bodies set up for the purpose, such as the Economic and
Social Committee, the advisory of the Ci ission and the Joint
Committees. They have also had and continue to have direct contacts without
the presence of third parties, at national-association level and at industry level.

The question now arises how their relations and discussions can be enlarged
upon. We must concur in the views expressed by the Commission in its mem-
orandum on social affairs (Document 600) to the effect that at the present
time the main endeavour under a Europcan incomes policy still to be worked
out must be to develop the dialoguc between capital and labour. At present it
is an open question what form it 1s to take and thought will have to be given
to the part to be played in future by the Economic and Social Committec as
the meeting-place of alt interested groups in the economic and social Iife of
the Community. In no case should any form be chosen for this dialogue which
infringed on the freedom of negotiation of capitat and labour as recognized in
every country of the Community. The Joint Committees proposed by the
C ission, with their bership being appointed by the C: ission even
on the proposal of the organizations coming in question, do not meet the
principle of freedom that we must insist on. In this context we frequently hear
a wish expressed by the unions for European collective agreements. It would
take us too far from the subject of the present text to go in detail into the very
weighty legal questions which this raises. In the absense of any uniform basis
of law, as our enquiries have shown, “European collective agreements” could
only be conceived of as non-binding models or as agreements of like content
for application in single countries. Defining with any degree of clarity what
the content, the material substance should be, raises difficulties which are of
equal if not greater difficulty,

It is a well-known fact that inside each national economy are to be found
regional differences, which can be very considerable, in wage-levels anfl otl.u:r
working conditions. They come from differing locality considerations, dx.tienng
productivity levels and performances, differing cost of living leve]s.and in part
from differing degrees of emphasis placed on certain remuneration fagtors.
The bigger the area covered by the economy the more these differences will .be
in evidence. It seems neither realistic nor desirable to wish to remove the varia-
tions in wage-levels and other working conditions which these differences give
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tive 1o, There are other important variations which arise from th i
u'..'xgcs-stmcmrcs in the various countrics. In France wages in th ; it 2
aligned to the necessaries of life for the individual employee ang Zams ate
system of ‘fnmily allowances takes account of this national wages-strtzlcttalte
Wages policy in the Netherlands takes into account that children’s allowarlllcre.
are lower than in France and bears family circumstances in mind though toe:
less extent than previously. If such structural variations cannot, be removed
any attempt at European conformity must lead to distortions arising.

In the same way, a Europcan regulation of general working conditions, at least
at (hc‘smgc mntegration has now reached and, I think we must presume, for a
long time yet, must in the main be regarded as unrealizable. To begin with,
there are wide arcas of these general working conditions, and we may take
working time and holidays first, which are governed by the Member States’
law-books and their variations; and legal provisions make it impossible, at least
from the practical point of view, for the two sides of industry to make any ar-
rangements in respect of some of them in collective agreements. The individual
arcas here, such as the length of the working week and annual and paid legal
holidays, offset one another and are internally correlated. For this reason those
concerned are gradually realizing more and more that the main decisive thing
for an assessment of the question of working time in the different countries will
be a comparison of the actual time worked in the course of a year. This amount
of timec however cannot possibly be the subject of any settlement under col-
Jective agreements. The crucial factor is that wages, general working condi-
tions and social-sccurity benefits, scen from the point of view of the economy,
arc all indissolubly bound up one with another. They are all outgoings from
the same fount, out of the stock of goods and services produced by the econ-
omy as a whole. This is an undisputed and un_disputable fact and. one that
must be borne in mind by all concerned in collective agreement negotiations.

Reflection on these matters leads us then to tl:te conc!usipn that it will not b.e
possible in any foresecable period of time to arrive at binding agreements of this
kind between the two sides of industry on European_ level. One of the neces;ary
conditions would be the harmonization of collec_tlve Iabo.ur law, bl;; labour
law forms part of a body of law which takes on highly vap‘ed s.hape t%mt.lenlz
Member State to another and is in part grounded and .cgd{fled in coxlm.i} u }Th s
and based on differing historical developments and differing x;lenti i iiers(; he
idea of concluding European collective agreements_should thefe ore.1 efromp;:h :
so that the dialogue between capital and labour is not put in peri

outset.

alks between the two sides of industry.is offered b'y thle1
nt day that have reached a stage of importance in a
nd are seen to require to be dealt with on Cjofm-
loyment policy comes at the top of the list; for
rs has established a ferum, which
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employers and trades-unions had been calling for for years, with the appoint-
ment of the Standing Committee for Employment Questions. It affords the op-
portunity of bringing the opinions of capital and labour to the notice of the
Council of Ministers before it takes decisions. Another subject for talks could
be the possibility of a European incomes policy. The stage-by-stage achieve-
ment of an economic and monetary union in the European Communities
makes it appear desirable for the two sides to talk over their ideas on what an
incomes policy should do and aim at and on the problems that will be faced
in bringing it into being. Many trade-union leaders, we know, clearly see an
incomes policy as a means to the redistribution of wealth; the employers look
on it first and foremost as an instrument for the checking of inflation, 2 method
ensuring overall effect. As progress is made with the economic and monetary
union it will be increasingly necessary for employers and unions to frame their
wages and conditions policies more than before in accordance with Community
aims and abandon purely national policies. This presupposes that each side
will not only collaborate more intensively with associations and unions in the
other countries of the Six but also be ready to conduct joint tatks on Com-
munity level. A first beginning was made in 1971 when the Commission, in
comphiance with the resolutions of the Council of Ministers, staged a discussion
of the report on the economic situation with representatives of capital and
labour, even if it was 1n separate sittings.

Final observations

The questions I have been touching on have a bearing, some of them a more
direct one, some of them a very indirect one, but all of them a bearing that
cannot be neglected, on the place and part of man in relation to the firm, both
as a worker on the job and as a member of socicty. We must address ourselves
to the sober analysis and di: ion of the y-sided problems, the satisfac-
tory solution of which is what peace in industry depends on, as well as the
personal well-being of each one of us. We know from experience, and it has
been a very bitter experience at times, how intimate is the connection between
peace on the labour front and peace in the political sphere. For this reason the
search for the right solution lays a heavy responsibility on the two sides of
industry and on the institutions of the Commumty and moreover they must
have the aim of the general good constantly before their eyes. An agreement
on questions in dispute, going beyond what the economy is capabl.e of or
undermining our market economy, would be a bad solution and no lasting one.
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MAN IN THE ENTERPRISE(*)
J. HOUTHUYS

We are obliged, now as alway . .
of analyses and synlh::sc';l,“c')l; Si:ntcoct(-jlf;-cflsgcf L:lr V;CWShOf e in @ o eon
f‘rf part and whole. On the one hand, the subjfcpt ?!?;t hz::;dble): norl?rrzlcdsuwey’
t.‘c.. “Man in the Enterprise™, fits into the larger context of thrtla :ul())’tet tg 11115,
Conference: “Industry and Society in the Community” Furtherjrilcor: e
h:wc. been asked (o deal with the subject as trade uniom’sis so that we ,h e
confined ourselves to treating it from the standpoint of the t,rade union moil/::-3
ment. Even scen in this way, the reader should know that at the level of the
European trade union movement there exists both unity and diversity of views
concerning the subject in question. A Conference such as the present one has
the great advantage, seen against this background, of submitting for discussion
in their general features as well as in their component parts, the subject “In-,
dustry and Society” and the sub-division “Man in the Enterprise”, to a large
number of persons concerned drawn from a wide variety of professional circles
within Europe. May this confrontation engender light which can serve to il-
luminate our action for the development of a European society in the service

of Europcan man.

It is not a difficult matter to situate the subject “Man in the Enterprise” in the
broad theme “Industry and Socicty in the (European) Community”. We could
say that the former is a transposition of the latter within the microcosm of
the enterprisc. In the final analysis, it is here a question of the same thing twice
over: the confrontation of techrique, organisation and economy with Man, in
the first casc in the wider context of Society, and in the second in the narrower
framework of the Enterprise. Furthermore, the mutual relations between both
“worlds” are so intense that we could almost say that industry is the sum of
the cnterprises and that the community of people in the enterprise—the work-
ers—is then the most important component of society.

The term “Man in the Enterprisc” obviously refers to the workers in the enter-
prise. When we speak of workers, we have in mind all workers, each'separately
and all collectively. Consequently, the term also includes the supervisory staff,

executives, the laboratory and

the engincers and the whole group of senior ; .
rescarch staff, the headquarters personnel . .. We shall indeed have something

to say in due course about the place occupied by the management .itself. La§t};
ly, it should be pointed out that we are concerned here, quite obviously, w1t1
“the enterprise”! For the workers, this is of course the. great, esferyday .real—
ity . . . but “legally” and “institutionally” it hardly exists in our ‘&"aI‘IOUS nationa
legislations. At this level, only the joint stotfk company faxxsts. H?\Zever, no;
one would dream of formulating the subject 1o the fquwmg te'rms. Manf—o.t
workers—in the joint stock company”. And a good thing, too! However, 15 1

not typical, at the same time?

(*) Translated from the Dutch
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The subject “Man in the Enterprise” also divides up into three sub-sections.
In consultation with the rapporteurs concerned and the EEC departments, we
should confine ourselves to three sub-divisions of the subject. The choice may
seem arbitrary to some, but a selection had to be made. We have selected these
subjects not only because they are important, but also because they are located
before us rather than behind us. They still need to be thought over and they
still have to be implemented. They provide matter for consuitation, exchange
of views and confrontation. Experiments are desirable for each of the subjects.

The three subjects are:

(i) Profit-sharing and Investment Wage schemes as a means of arriving at
new relationships between worker and enterprise and, seen more widely,
between society and industry within the European Community.

(ii) Collective agreements at the European level.

(iif) Participation in the Enterprise.

All three of these subjects are of importance for the workers, for all three

change existing structures. They are therefore also socially important and fit

excellently into the wider perspective of the Conference, i.e., “Industry and

Society” according to our European way of life. It is however obvious:

(a) that profit-sharing and inv wage sch depending on the for-
mulas and systems chosen, can deeply affect both income distribution and
income appropriation;

(b) that the implementation of collective agreements at the level of the Euro-
pean sector or of the European company (multinational enterprise) may be
very important for social and political Eurcpe;

(c) that participation of the workers in their enterpnse, at the level of the
workshop, the department, the enterprisc and the company, may con-
siderably change the capitalistic and anonymous system itself within the
European framework.

Thus, Man in the Enterprise is to a large extent determinant for Industry in
Society!

Provit-sharing and Inv t Wage as a means of arriving at new
relationships between worker and enterprise and, scen more widely, between
society and Industry within the European Community.

It must be pointed out first of all that 1, as a trade unionist, can regard profit-
sharing and investment wage schemes as interesting only insofar as (h(.:y are a
means of arriving at new relationships between worker and enterprise and,
seen more widely, between society and industry within the European Com-
munity. These new relationships must be firmly anchored in new structures,
contributing towards a more human world for workers in the first place and
for the whole of society in general.
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;Olrlnic:z :;s of ;Ixrcct }prom distribution to the workers of the firm as well as 7
S ol workers® sharcholding or of people’ itali .
' ¢'s capitalism theref i
us, cither from the workers’ poj o o poit oL
s’ point of view or from a E i i
I am well aware that th i . that thoy ey Y
‘ aw; { cse forms exist here and th th
widespread and appreciated in 1 i ( ¢ our Butopea won
: 1¢ United States, but for our Eur.
: d ap : . opean work
these forms merely result in promoting the existing capitalistic systgm. "

'Thxs' also amounts to saying implicitly that for our workers neither profi
sharing nor the investment wage is a legal title or a legal means, on whigh th
'.vm."kcm' right to co-determination must be based. The right of ﬂ;e workers ar
their trade unions to have a say in the enterprise or in the national economy‘
not to be based on property titles . . . for we should then not only legalise
f:omcstcd system, but cven forge a company law system after the event, whi
in fact is already overtaken. The workers’ labour is a more than adequa;e ba
for their right to have a say in matters!

General definitions

Very generally, we understand by profit-sharing a system whereby a share
ownership of the growth in assets in the enterprise or company resulting frc
surplus profits or self-financing is granted to the workers, in the form

ordinary or special shares. Self-financing implies that a part of the profit—t]
surplus profit—is not distributed but is appropriated to reserves and used

the enterprise itself. Surplus profit precedes self-financing and could be defin
as what remains after a reasonable remuneration has been paid to the capit
in the form of dividends. In this way, the notion of “profit” is implicif
changed: on the one hand, it is acknowledged that the capital is entitled to
reasonable remuneration—dividend—which may be regarded roughly as
“cost”, after the wage; on the other, there remains theree-zfter a possible “surp.
profit”, to which certainly labour and capital, but possibly gﬂso .the_ consum
and the government, are entitled. This growth‘ qf assets is dx_stnbuted a
depending on the formula, may or may not remain in the enterprise.

Either the “surplus profit” is paid out without 'rest'riction to the parties entit?
which for the workers amounts to saying that it will largely go to consumpti
This is an ordinary profit distribution.

fit”" is added to the firm’s own resources in the name
ordinary or special shares and the s
terprise. They are then blocked fc

ulsory saving and investment, wl

Or the “surplus profit”
the workers concerned in the form of

serve for the self-financing of the en

in ti f comp
certain time and are then a form o
each year gives a normal “yield” for the workers concerned.

i i i ide the firm itse
s chare is compulsorily reinvested outsi .
Or else the workers ot : per area or at the national level. In

funds: per branch of industry, : al level
I::sl:su?(loou theséJ blocked funds must each year give 2 pormal “yield” for

workers concerned.
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The way in which these directly shared-out surplus profits or these normal
yields of the invested surplus profits are divided among the workers may be
very divergent: they may increase, maintain or decrease the existing inequal-
ities of remuneration among the workers.

Various options are consequently to be cxercised here. .. depending on our
wish to create or not to create new relationships and new structures.

The same applies to the investment wage.

By investment wage we understand that component of the wage or of a wage
increase that receives a special destination by collective agrecment or by law:
i.e,, for asset formation or in and not for ption. The invest-
ment may occur in the enterprise itself or in a community of enterprises via
an investment company or a mutual fund. The extent of this investment wage
is generally conceived as relatively small, as an extra or as something marginal.
e.g., 1o would already be substantial. It should be pointed out that the invest-
ment wage is determined proportionally to and in function of the wage, and not
of the profit. Here, too, the formula implies that these funds as 2 general rule
and for a certain period—c.g., 5 or 10 years—are blocked and thus withdrawn
from consumption. This investment wage will, in respect of the workers,
pormally take the form of bonds or claims on which an annual interest pay-
ment is due.

For profit-sharing as well as for investment wage, it must then be ascertained
how the workers will receive guarantces and how they will be able to exercise
the power to have their say, respectively in the case of ordinary or special
shares from profit-shanng in their own enterprise or in a mutual fund, or else
in the case of bonds from investment wage in their own enterprise or in 2
mutual fund, Here too recognition and guarantees must be present and that
cannot happen without the recogmtion of the repr ive, acknowledged
trade unions.

What is aimed at with profit-sharing and investment wage schemes?

Originally, the idea of profit-sharing was mainly developed from considera-
tions of justice at the level of the separate enterprises. Indeed, people had come
to realise that justice vis-i-vis the workers was not served once wages had
been paid—even if they were relatively high—if at the same tims it was seen
that the shareholders not only received a reasonable dividend but also laid
exclusive claim to the growth of the capital via all kinds of appropriations to
reserves and depreciation techniques in an ever increasing practice of self-
financing. In the interests of justice in distribution, the workers should also
have their share in the increased assets. This moral recommenda.ltiou i.s mf'nd.e,
inter alia, in the social encyclical “Mater et Magistra” (1961), in w!nch it is
argued that the workers contribute labour to the formation of these increased
assets.
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Fhus far this micro-approach of a social and ethica] nature,

ety .. .
}'hz;‘ ever, & macro-approach is just as valid, from the economic and soci
well as the cthical standpoint. It is based on a new social vision.

. . . ..
Prof. H. Deleeck summarises this point as follows in an article:

’Prgftt:simrmg :m_d -im'cs‘lmcm wage schemes are techniques whereby, ir
xp«mmxonr’.l way. it s desired to change the existing structures of the dists
t:on_o{ income but above all of assets, in the direction of greater spreading
diminution of the distance between a large group of owners of capital. It is
atm, at least to some exteat. to distribute the procecds of the productios
another way, and to involve wider groups of the population, more particul
the workers. in the investment function. In this connection, it is the endea
1o bring about new institutional relations concerning the application

distnbution of prefits, the method of financing industrial expansion and
relationships between capital and labour, which are more in line with
sacial conceptions of the sccond half of the twentieth century.

“We cannot go further here into the fact that the incomes and assets are s
to a [arge extent uncqually distributed in our Western society. Reference m
indeed be made to the remarkable phenomenon of the constancy of the she
of wages in the national income: scen over a fairly long period (and taki
account, naturally, of the growth in the number of wage and salary earners
the active population), this share (direct and indirect wages together) alw:
remains equally great throughout cyclical fluctuations.

“This phenomenon may, in simplified form, be explained as follows. If 1
wages level (the labour cost) is pushed up higher than the labour productivi
then we arrive at an inflationary process whereby the price rises will can
out the advantage of the wage rises. For its part, the share of the capi
proceeds cannot be reduced without thereby impairing ﬂ;'le fogndation
economic erowth. The shares of labour and capital in the national income m
indeed ingrcasc in absolute volume, but the relative shares will remain ft
same. If now it is desired to increase the share of wage and salary earners
the natiopal income, then this is only possible by causing them to share in t

capital yields and thus in the capital ownership.

“Profit-sharing and investment wage schemes are thus techniques whereby it

desired to break out of a twofold circuit: incre?.se‘of t.he share of the wage &
the national income (wider distribution of assets and incom

alary earners in : ‘
fxilthc;ut inflation and without reducing t}le total \'olu_me of capltfﬂ g;)fg
Positively speaking, in view of the increasing need 'for mvestmenfs_. inp o
ular risk-bearing investments, a social and.econo:.mc structure wﬂ_l bea}sues !
whereby the entire population is involve-d in the investment jfunf.:nogie .
they are now (through the social security structures) involved in
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security of existence, the working population could thus also be structurally
involved in the economic security of existence”.!

And I should like to add something further: not only in the economic security
of existence but also in the economic expansion, which is rendered possible by
these extra savings and hence extra investments. Furthermore, this economic
expansion will have to be implemented according to the targets and the
directives of a democratically developed economic planning.

As stated, the profit-sharing and investment wage schemes are placed in a
wide general and structural social framework.

The trade unions in the European C ity ask th many q
and Iay down even more conditions.

It is guite common knowledge that the trade unions in Europe do not agree
on this question and that there are ardent advocates as well as opponents of
the idea. The fact that, for instance, some see 1t as an important means for
structural reform, and others find that it is an integration into the capitalistic
system, is at first sight indeed paradoxicall

Much, however, is explained by the following considerations:

(a) even though the same words: profit-sharing and investment wage, are
used, they do not refer to the same thing. The form, conditions, context
and system under which profit-sharing and investment wage schemes can
be developed are so divergent that it may in fact be a question of very
different things, concerning which one will in some cases be “for” and in
others *against™;

(b) in each of the countries concerned, the basic conditions for profit-sharing
and investment wage schemes are not always present. We refer here to
prior conditions which have to be implemented. We merely have to think
of the basic wages and the basic social security . . . or of the reliability of
the basic accounting data in the case of profit-sharing.

However this may be, the trade unions in the European Community ask them-
selves many questions and lay down even more conditions?

Thus, we know that the three Netherlands trade union federations and the
German DGB are definite advocates of the profit-sharing and investment wage
schemes. But this does not prevent them from being critical and from laying
down conditions, The DGB thus rejects all measures:

_—

1 Deleeck, H., en in Synopsis (BDOP), March-Apnil 1969,
PP 72-73.

2 See Standpunten van de verschillende milieus V-25271-N memorandum by the EEC departments
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In Italy, for instance, “the CGIL, which rejects any form of incomes policy, is
in principle against a policy aimed at property formation which forms part
thereof. This workers’ organisation is also opposed to all systems that lead to
workers’ participation in arrangements aimed at capital accumulation, arrange-
ments which are dominated by major concentrations. It is of the opinion that
the most important problem is not the formation of property with the workers,
but that it would be necessary to go more deeply into the distribution of the
increase in the national wealth (with a view to ascertaining the extent to which
the workers derive bencfit therefrom) and in the development of consumption,
more particularly into the distribution between private consumption and public
consumption. The tax reform, which is now being called for by the Italian
trade union federations, will have to make possible a policy of government
expenditure to promote social investments, whereby the lack of equilibrium in
the Italian economy will be overcome”.

This concise summary illustrates the fact that apparently paradoxical positions
of the various trade unions within the EEC may largely be explained

{a) either by the formulas concretely proposed, which may be better, good,
or bad;
(b) or by the absence of the prior basic conditions.

My own organisation—the Belgium ACV—has only incidentally expressed an
opinion on this whole group of problems at the time of its orientation congress
in 1968. In the report “Responsibility for the Future”—(“The social pro-
gramme of the ACV”—Part III-——Chapter II), under the heading “The wage
remains the core of the workers’ income—other forms of workers’ income are
becoming more important”, we read the following: “These ideas have been
disseminated in recent years for diverse and partly fundamental reasons, and
have been implemented here and there in one form or another.

“We too shall be confronted with this in the near future and we are prepared
to fall in positively with this idea.

“However, we formulate a fourfold reserve:

(1) these formulae cannot be imposed on the workers against their will;

(ii) in any case, they remain supplementary vis-d-vis the ordiary pay and
acquisition of income;

(iii) they are not regarded by us as a “legal title” in order to be able to have
a say in the joint stock company: the workers wish to have a say in the
enterprise directly on the basis of their work; . o

(iv) the introduction of this system must contain sufficient solidarity elements
s as not o jncrease further the existing pay differences between strong
and weak enterprises”.



pem

An attempt at concretisation in the case of Belgium

A rather modest application of profit-sharing and investment wage sch
a country such as Belgium would nevertheless have a considerable st
significance in the lIong term. In this connection, it should be borne :
that Belgium has a high wages level, relatively and absolutely, that
dustn'a} profitability is certainly not on the high side and one form of &
spreadfng among the workers is highly developed by comparison wit
countries: 50% of the workers’ homes are their own property.

According to the calculations made by Prof Deleeck on the basis ¢
figures, “with an apnual distribution of claims on assets to the am
5 000 F (which more or less corresponds to two weeks’ wages for the :
Belgian industrial worker), an amount that belongs to the field of i
possibilities in case of allotment of half of the growth in assets 1o the 1
a worker after 40 years’ service, and subject to capitalisation of an j
rate of 6%, would have assembled assets of nearly 775000 E. In thi
hypothesis, after 20 years the capitalised assets would amount to s
184 000 F. If only the claims on assets themselves remained saved, a
interest would have been used, then these assets after 40 years would amc
200 000 F and after 20 years to 100 000 F. This amount is valid in th
of unchanged value of the annual growth in assets; it would be reali
take account of an annual growth percentage of, e.g., 3%, which over a j
of 40 years would yield almost double this amount. T_he extent of .th?:
dividual amounts (both of the assets and of the capitalised interest) is i1

impressive’.3

Although the yield of these capital amounts remains small. by compfa'mson
the wage income, reasoning on the one hand on the basis of ’thfi }glgle
menticned and on the other, of the basic statement that——-r?garde in ! ¢
term—the relative share of the income from labour remauz; cons ax:v , Z
national income, then it remains equally.true that a;:lcor mg aa;s;ets :
passage of the years, the workers’ share in the overa savs1 ! assets
nation increases under the influence of ,Qmﬁt'Sh?mtllf Ortilonal ment
schemes, the relative share of the workers’ income 1n the na

also increase considerably.

For what purpose could profit-sharing and investment wage schemes
stracturaily?

i bject will also reply to this que
introductory reports on the same su |
gxtl\?lf;s respect, much depends on the formulae and methods selected

Een terreinverkenning, een SESO-studit

I
uwvakarbeiders - 1967 — pp. 1

deling en Investeringsloon -
3 ck, H., Vermogensaanwas "
gg:; van de Christelijke Centrale van de Houtbewerkers and B
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1 shall therefore deal with this question rather summarily.4

Profit-sharing and investment wage schemes could be used structurally:

first and foremost in respect of production,
then in respect of income distribution,
and lastly in respect of income appropriation.

This influence will make itself felt on the margin of social and economic life.
Major shifts in social and economic life are not to be expected in the short
term: abrupt changes are indeed neither possible nor desirable The charm of
living is like the charm of a woman: a little something extra makes all the
difference!

In respect of production, profit-sharing and investment wage schemes could
exert action on

1

the strength of ic expansion b the investment volume is sus-

tained via the savings volume and—in the case of investment wage schemes

—is directly increased;

2. the ori ion of ic expansion t in national i fund
formulae, certain qualitative targets can be aimed at
(a) either the strong points of the economy
(b) or the sectorial goals of an indicative and democratic economic

planning
{c) or certain collective arrangements
(d) or regional economic development
{e} or social infrastructure works,

3. Certain aspects of inflationary tensions in the wages-prices spiral could be
at 1viathei wage;

4. the cyclical policy 1n gencral, as regards both anti-inflation and anti-
deflation measures. National investment funds can be used for cyclical
control purposes;

5. the democratisation of the economy. All the previous elements together

can be developed into a concrete instrument of democratic national econ-

omic planning in countries of the workers’ collectivity and of the national
community.

In respect of income distribution, profit-sharing and investment wage schemes
could be used structurally:

1. in order to revise partially the overall distribution of the National Income
between income-from-labour and income-from-capital in {avour of the
workers by providing the workers with an income-from-capital as well as

loon-
4 Ste Basiserlterla voor de vaststelling van de lonen en de daarmee samenhangende vraagstukken van een
en tnkomenspolitlek, report drafted by Prof. G. Bombach (Basle), Prof. L. Baeck (Louvan), Dr. Metl
Brandin (CISL, Rome), Prof. Sellier (Alx-Marsedles) and Prof. D B.J. Schouten (Tilburg) on instructions
from the EEC Commusslon, *Stadics’ 1n the ‘social policy series’, No. 191967,

149



thcx'r mcomc.-from ]ab.our; this redistribution effect is exerted at t
basis of thF mcome distribution and not subsequently, such as oce
cxample, via taxation;
within the workers' group itself, to make of the profit-sharing and
vestment wage a redistribution income among all workers, thanks to
another technique, In this way, the differences in direct wages am
workers arc attenuated by these cqualising investment yields;
via the investment supplement and the nature of these investme
exert indireetly an income distribution effect, Indeed, these inve
may lcad to new and better cmployment, i.e., labour income. The
also. via the collective arrangements and the social infrastructure
they bring about, have very real income redistributing effects
workers;
4. via their contribution to price stabilisation, either to protect the real
or to leave more scope for real wage increases.

o

o3

Lastly, in respect of income appropriation, the profit-sharing and inve
wage schemes would in a first stage as well as permanently contribute

development of the savings function with the workers. Naturally, this

comes after the voluntary savings by the workers, after the workers’ savi
homebuilding, after voluntary savings as a supplement to the compulsory
sccurity by the workers. However, this form of compulsory bt}t temy
saving, by collective agreement or by law, also promotes the‘ savings fux
with the workers. In the negative sense, one may (.)ppose‘to this .the compt
saving with the workers—with the activ.e popula}mn—-—vxa ta?tatloL;E unpodsn
the government, either directly or indirectly via the taxation of goods
services. Positively speaking, this form of compulsory I_Jut tefnlllnqra}'yts
by collective agreement or by law may, by the manner in whic thlttlsth ;
and worked out, make the workers more aware of the facdt fih e
actively involved in the economic events of their counglys arxz) leoof t;:ir
prises and that they perform an active and autonom

therein.

I thiok that, by and large, we can and must approac
bl of profit-sharing and investment wage schemes in 2 positive
o he poin f view of the labour movement, on condition that we
v th? A OreYtlldiced way—the prior conditions therefore, that we a
fﬁla;g;;I;IZ?c;ng stjructurally most favourable for the worlfer's e ag: nzi;
coitinue to bear in mind its relative nature. Oxizrsﬂgzr; i; hl(§1 :n
fundamental progress and development of the wor

Seen in this way,

To contribute to this end is the role and the proud task of the trade

movement.
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COLLECTIVE AGREEMENTS AT THE EUROPEAN LEVEL

The development in the direction of the progress of social law and in particular
of working conditions in the six Common Market countries in recent decades
has been determined to no small extent by the collective agreements.

In the other sub-sections of social law which traditionally belong to the com-
petence of the legislator, inter alia in the field of social secunity, consultation
between the social partners has to a considerable degree played a trend-setting
role.

Naturally, alt this has not proceeded without difficulties. Sometimes, the con-
flicting interests were only reconciled after long and bitter conflict and even
more laborious consultation.

In general, however, it may be observed that the social partners have come to
show a greater openness towards each other and a readiness to talk things
over. This open approach and this readiness are found most markedly in those
countries where both parties are aware of the positions of strength acquired
and of their common responsibility for the social and economic progress of the
country and of the entire population

Cannot the expenence gained at the national level be made use of with a view
to enabling the economic and social integration and devclopment of the Euro-
pean Economic Community to proceed in a peaceable and harmonious way, in
the light of a constant improvement of the living and working conditions of
the entire population concerned?

We wish to seek a reply to this question, whereby we have in mind above all
the worker, and man in the enterprisc. In particular, we wish to place the at-
tempt to achieve collective agreements at the European level directly at the
service of the worker, of man in the enterprise. The connection between the
two is obvious.

The fact that the problem is not so simple may be seen from the hi.storic' ob-
servation that the very idea of European collective agreements was disseminat-
ed with some enthusiasm by the trade unions as well as by the European Com-
mission at a quite early stage already, i.e., in the early 1960s.

How is it that so little came of it? Certain reasons are quite evident.

It is no secret that the Furopean employers have, in an.ovetall and persistent
way, opposed the fusion of Europ joint collective agreemen what-
ever their content might be. Nor is it a secret that_the' Cmfncxl of messers was
just as assiduous in checking any initiative in this direction an.d certainly did
not promote a positive framework in which European collective agreements
could be concluded.

151






movement, both at the European and the national level, is prepared to use
every means, including strikes.”

“The question of European collective agreements is primarily not a juridical
problem, but a question of power relationships and in ion with specific
conflicts of interest with respect to working conditions between one or more
employers, whether or not grouped in organisations, and on the other hand,
one or more groups of workers organised in i strong or i

The social history of the six countries shows us that, long before the collective

g were included in the legislation as a legal institution, arrangements
were reached for the purpose of settling those conflicting interests, arrange-
ments which have all the characteristics of a collective agreement as now
recognised in law, the only difference being that the application thereof was
exclusively decided either by the strength of the trade union movement or by
the goodwill of the employers and their respect for their word. In Belgium
this de facto situation even lasted until 1970.”

Over the past two years, however, some rays of light have been observable,
which may give us grounds for hoping that the trade unions want to tackle the
matter serjously.

Very generally, they base themselves for this on the new approach to social
policy in the EEC which seems to be emerging since the Conference of EEC
heads of government at The Hague. A concrete indication of this is the fact
that the EEC Commission wants to promote the establishment of more Euro-
pean joint committees per industrial sector.

The trade unions, however, base themselves on other elements. There is ob-
viously a stronger and rencwed awareness and attempt by the various national
trade unions—however they may be organised at the European level—to set
themselves up at the European level as a single group and to act as a single
front. This is undoubtedly the consequence of the growing Europe, bu} in
particular of the growing European capitalism: multinational enterprises,
Europ rations and under di among enterprises and European
employers’ organisations.

We observe the first reactions in this direction:
(a) in the renewed will of our E trade union organisations to arrive at

European collective agreements via European joint committees (Trade
Union Internationals of the European Organisation of the WCL on 25 and
26 October 1971 at Strasbourg) and in accordance therewith “to deYelop
a formal professional European structure to which a part of the nauon,z:l
autonomy of the trade union organisations woyld.have to be transferred”;
in the joint standpoint of the European Organisation of the'WC'L and tte
ECFTU, laboriously arrived at, with respect to the draft directive on the

(b

z
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European Company, i ich i

¥, i which is also inc] i
agrcament por maeeo Company uded a chapter on the collective
c . - ’
(¢) in the first trade union contacts, consultation, exchange of ideas, inter.

vention and campaigns at the Ie
. vel of the Europe inati
prises. The latter is important, Pean multinational enter-

A—The Collective Agreement in the European Enterprise

It is obvious that the demand for collective agreement is located in the first
place at thellevel of the existing de facto European enterprises and—in the
near future, it is to be hoped—at the level of the de jure European enterprises:
the European companies. -

1. The European enterprise exists, even although it does not exist in law or it
already exists on the basis of complex combinations of national legisla-
tions (NV Agfa-Gevaert AG). In the eyes of the workers and the trade
unions, but also in the eyes of national or European political and official
bodies, the European enterprise appears more and more as a threat: the
multinational enterprise. “Somewhere” they carry on a policy which makes
them inaccessible to a large extent for the national or local “powers”: the
social, economic, fiscal and financial public authorities, as well as the power
of the organised workers in the separate enterprises or the national trade
unions. How they do this we shall not analyse here. It is an important fact
in our argument that at least at the European level it is necessary to arrive,
in this “organised jungle”, at collective agreements based on unity of vision,
goals, method and action on the part of the workers concerned and their
trade unions. The handicaps are great, but the need is just as great!

2. A European company law is a twofold necessity. In the constructive sense
as a juridically structural and political contributiqn to the development of a
Europe of prosperity and well-being. In a defenm.ve sense, as a compulsory
juridical structure for all multinational enterprises at the level of their
activity within the EEC. Defensive in the follownl’g sense: the Europea;:
and national public interest as well as the workers’ interest demand it.

. . he
law is necessary for the sake of legal securlt‘y, of t
Fro by et policy, of the definition of the rights and

i trial and social :
B e f the workers in this whole, of the obliga-

ties of capital, of the place o ' ;
g:)lriiso (:nakep the “accounts” frank and reliable, of the need at this level for

arriving at collective agreements together with the trade unions, in a word
(13 : t44
of the reality of the European “enterprise-.

I shall develop our views on the Commission’s prgiosal co?clemtigigs zl:; tS:tmI-
e e e e o ,
in the chapter on participation i tius Teport. in :
D ooty m ing the { i d circles we are in
i act that in frade union
wish to confine myself to stressing the  trade unio
general in agreement with the views of the Commussion 11 this respect.
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Art. 146 of this proposal provides that the working conditions of the workers
of the European Company may be arranged by means of a collective agree-
ment, concluded between the European Company and the trade unions which
are represented in the different fixed institutions of the company.

Lastly, it is superfluous to point out that the context in which collective agree-
ments must come about is entirely different depending on whether it is a ques-
tion of the “organised jungle” of the multinational enterprises or of the Euro-
pean Company, such as the EEC Commission proposes and such as we, from
the point of view of the European trade union organisations, propose by way
of supplement!

The trade union strategy for arriving at good collective agreements will there-
fore be entirely diffcrent in the two situations!

In the case of the multinational enterprises within Europe, a unitary tech-
nocratic and capitalistic “power™ secks to profit, over the entire field of a
European free market of goods, scrvices, capital and of 188 or 256 million
people, from the combined “weakness” of national governments, European
political institutions, (Commission, Council and Parliament) in respect of in-
dustrial policy, planning, Iabour legistation and industrial relations, regional
policy, fiscal, financial and monetary policy, and furthermore to profit from
the combined “weakness” of workers scattered over many technical industrial
units and of national and European trade unions in dispersed order and without
a view of the whole. Gradually, a trade union strategy comes into being here
around a few enterprises ... but there are not yet any tangible results.  un-
less it be via the “national” enterprises concerned.

In the case of European Ci ies (and of National Comp ), according
to the combined views of the European Commission and of the European trade
union organisations, we thus come in principle to other relationships, to clarity
in accounts and responsibilities, to shared and balanced “power structures”
within the company . .. and thus to obvious confrontation of interest in Euro-
pean collective agreements. Trade union strategy and trade union responsibil-
ities will thus also be different . . . and man in the enterprise will do well in the
process!

B—The European collective agreement per industrial sector

Doubts have predominated here for the past ten years among the trade unions.
We have already developed the reasons for this.

“The Internationat Federation of Christian Metal Workers Unions has made 2
start with the study of the possibilities and ways of arriving at European b]an}cet
agreements which would contribute to a gradual harmonisation of the working
and living conditions in the EEC countries.
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In a provisional report, it advocates the establishment of mixeg committees

per scctor which would act as foru .
m for consultatio :
partners. tion between the socigl

e tonomous maond o oSS 1 prosdin "
‘ - ! 0 prevent the democratic oppor-
funity to express views, which is definitely present in the national field, from
being lost at the European Ievel”, the rapporteur P. Brussel, in the metﬂod of
work proposed by him, includes the national organisations in all stages of the
consultation and more particularly in the fixing of the agenda, the negotiation,
the deliberation on the agreement reached, the final conclusion of the collective
agreements and the special mandating of the negotiators with a view to the
signature thereof.

Apart from the legal questions in connection with the possibility of concluding
binding collective agreements at European level, questions which are not
touched upon in the preliminary report by P. Brussel, it is mainly the circum-
spection and anxiety that have to be stressed in this report; circumspection and
anxiety about treading on the toes of the organisations, as regards national

autonomy.”

In the already quoted resolution of the Trade Union Internationals of.the
European Organisation/WCL of 25 and 26 October 1971, it is however desired

to go further:

“They note with satisfaction

(i) that the EEC Commission has decided to promote tl}e estabﬁsh{nent of

joint committees per industrial branch as much as possible; they th}nk .

(ii) that these joint bodies must in the first instance accompany the dlalogu%,
(iii) that the trade union movement must be able to dispose of t.he powers an

means of carrying out its campaigns at European level, with the adjunc-

tion of the necessary power; ’
that in order to arrive at an efficient consultation at European level, the

ns must be able to dispose of the necessary powers,
e discussions and for negotiating and concluding

@iv) art
European organisatio
both for holding fre
agreements; o

~) tlfat the na’tional trade upion organisations must proceed tctyh d.evelot% na:
formal occupational European Structure to which a part of their au

omy would have to be transferred”.
issi ust
In this context, we are of the opinion that the ERC Commission can and m

do more in future.
. . d
The Commission has certainly already done useful work by issuing studies an

reports on this subject.
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“The Commission organised consultations of the social partners whereby they
regularly had the opportunity of taking note of the development of social law
by the collective agreements concluded in the six countries. In order to be able
to make this information available in a more efficient and continvous way to
the parties concerned, the Commission may go further and prepare a European
card-index of the collective agreements of the six countries.”

Still more important are the collective agreements at the level of the sector or
of the whole of industry. As a first step, the Commission must develop a field
of common interest that is obvious and which it knows well: the field of “fair
competition” among the Member States in all domains where the actual life of
the workers is involved. There is no competition about working conditions 1n
the sense of living conditions. Large and small employers, large and small
Member States must be able to agree on this point with the workers and the
trade unions. The Commission can and must promote an arrangement of this
via collective agreements which it can subsequently make pulsory for all
concerned, even those who did not cooperate. Indeed, recommendations of the
Commission with respect to occupational discases, employment of juvenile and
female labour, invalidity and industnial medical services, already point in this
direction. These ficlds can be expanded parallel with the conception about
“living conditions—working conditions™ 1n various scctors as well as inter-
professionally. The fact that thought was also given to this point in the Treaty
of Rome is proved by the provisions of “French ongin™ about working hours
and equal pay for men and women.

“In its blueprint, the Commission suggests collective agreements on the deter-
mination of the levels of professional skill, the blish of p i
in case of closure or conversion of enterprises, and the harmonisation of work-
ing conditions.”

Thus, the Commission will render credible what it wrote itself on page 80:

“The implementation of the social goals must likewise stem from the negotia-
tions between the social partners. The autonomy of the latter, which is recog-
nised in the Member States, must come to expression at community level, more
particularly by the conclusion of European collective agreements, or at least
by European collective agr which must serve as guidance when con-
cluding national collective agreements™.

In this last sentence the Commission proposes a method to which the European
and national trade unions can and must subscnbe. Indeed; it seems to Abe
advisable for the sake of trade unmion strategy that the European collective
agreements should rather be worked out as “guidance” for ghe copcluswn of
national collective agrecements. The advantage of this mgthod is manifold:

i the formula is flexible vis-d~vis the national trade unions; ¢
ir. the formula makes it possible, at the level of the enterprises, of groups Ol
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enterprises or of sub-sectors, to b

] ase oneself on concrete sityat;
by account can be taken of the rank-and-file workers, l fons where
I’}Ilowlzvcr, this method also implies that the national unions and federations
should come together beforehand, sectorially or interprofessionally, at the

European level, and thus reach
: agreements about what they wi
ncgotiate at national level, Yl procesd to

Lastly, the same trade union organisations must subsequently meet regularly
at European level in order to compare the results in the national field and to
assess the progress made.

PARTICIPATION IN THE ENTERPRISE

1—The third theme that we should like to develop in this report is that of
participation in the enterprise by the workers. We are fully aware that we are
bere using an expression that is contested, not least of all in certain trade union
circles. If we nevertheless use it, this is not only because this subject, thus
formulated, was proposed to us by our principals in the EEC departments, but
indeed because we should deliberately like to take issue with this contestation!
In fact, we could easily circumvent this contestation and carefully limit our

terminology
(a) either to “democratisation of the enterprise”, against which expression no

one can or dares react! .
(b) or to “workers’ control”, which expression is indeed sometimes advocated

by the trade unions with respect to the given situation and the existing
system.

We shall thus be dealing with “participation”. As will indegd appear from the
report, the expressions “democratisation” and “control” will also be used...
In any case, it is our intention fo avoid a war of words.

2—This subject is divided into two parts.

i i “workers’ participation
i e wish to develop the philosophy of “wor
'In 'ctI}:Jle lfllfrs tcﬂarﬂtl’eg enterprise”. In this way, we hope to be able to develop 2
suffiotontl ch to the subject, so that we shall

ici —i an——approa .
sufficiently general—i.e., European— . y
Tise abovey‘ilational” situations, achievements and obstacles, legislations an

experiments, implementations and proposals.
i te approach, but then
, we should like to adopt a more concre .
Ixt:l f_'t}:eg;ggiaar; level. We should like here to develop the stand%nnct gfm t?se
?European trade unions with respect 10 the proposal off thEemliEean ?imited
sion for a Council regulation concerning the Statute for D

companies.
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3—As trade unionists, we would wish to base our argument on three recently
published standpoints from the workers’ point of view,

In the first place, the dpoint of our own organisation. The Belgian
Algemeen Christelijk Vakverbond (ACV) published its official standpoint in
the form of a report bearing the title “Democratisation of the Enterprise”.

We should then like to draw heavily on a report that one of our colleagues
—G@G. de Swert—has written, under the title “Comp for a Participati
Theory”, for the forthcoming Congress of the European Organisation of the
World Confederation of Labour (WCL).

Lastly we shall, as we have already announced, base ourselves, for the draft
“Europcan Company”, on the almost parallel standpoints of the European
Organisation of the WCL and of the ECFTU.

A—Philosophy of participation in the enterprise

4—The demand for participation is a general demand in our society of the
1960s and 1970s. But the demand for participation in the enterprise 1s an equal-
ly general demand of the workers in our enterprises of the 1960s and 1970s

In this connection, it is noteworthy that in recent years we have heard the
demand by the workers for participation in their enterprise—in these very
terms—not only in the Western countries but also in the Eastern countries
This is not of a nature to surprise us for the Western countries, where the
enterprise system—insofar as it is dominated by capitalism, Taylonsm and
technocratic power—has for Jong regarded the workers as “hirelings” or “for-
eigners”, “cost-incurring producers” or “expensive consumers”, “underdevel-
oped” or “irresponsible” ... not as normal people with normal expectations
and normal skills, We are of the opinion that President De Gaulle also realised
this and thought of genuine participation structures... but the distrust was
too great on all sides.

Would not the entire phenomenon of the so-called wildcat strikes in our
Western countries also be a reverse expression of the workers’ demand for
participation? Would not the so-called unreasonable wage demands of the
workers be a prolongation of the employers’ practice, whereby they fob off the
workers' demand for human working conditions and for participation with
wage increases and bonuses? Would not all the repugnance of the young \_v?rk-
ers for the work system be found to originate in the absense of any pa‘{nmpa,:
tioninthe enterprise? Whereas these young people feel thernselves to be ;dult"
and are “adult”, they come to discover that not oxﬂy they themselves, but al
workers, are considered to be well-paid “adolescents™.
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i surprisc o\
e .\r:?rm‘: ;-; however greater when we learn from the Polish press that the
" n;} h«r:c‘(‘;' :«; of Dc}ccmbcr 1970 in Poland are to be explained, inter alig by
ect of the workers' rights of participation ; i , ,
fe ‘ ghts ariicipation in their enterprises, al
nelect of ke ( although
?z\c }{{c'c.u.nl enterprise structures in that country recognise this par)ticipatiogn
:;mm?.iﬁlﬁ‘ are able 1o tell us the same about the workers in Czechos]ovak:
. i e -
Herprises. The centralistic, state-run and collectivist structures here apparently

wike their offects felt more stro ici
; s strongly than the participation struc
'orkers in the enterprise, P ’ roctures fo the

e “cc:nhif.zm.:;zht away link a provisional conclusion with these considerations:
Mheipation in the enterprise presupposes structures as well as people. Or in
ther words: people-promoting structures and structure-based people!

is, however, superfluous here to uphold our first assertion with a lengthy
planatory comment: the demand for participation is a general demand in
tr society of the 1960s and 1970s. In recent years, no other word has been
sitch common use: in the church, in politics, in the university, in the mass
cdi, in the cultural world, in adult cducation, in operation with marginal
oups in regional development . ., and in the trade unions themselves!

ovisionally, we may also conclude from this:

on the one hand, that the trade unionists who jib at this “word” cannot
swim against the general tide:

on the other hand, that the employers who jib at this “reality” will not be
able to swim against the general tide either. The enterprise is not an island

in society!

“"This trend is a general reaction to disillusion. Once a democratic system
s installed, as in the Western countries, the democratic ideal was minimal-
1: it is now being maximalised again. Parliamentary democHacy i.s r«?garded
a preat acquisition, but an acquisition that now calls for concre.txsatxon, for
plementing by participation and by a democracy that makes its way up-
rds from the grassroots. My newspaper must become our newspaper, my
ool must become our school, and my enterprise must become our enter-

C.
» history of democracy is neither more nor less than thef process f’f increas-
co-determination and cooperation of ever wider groupsin society in the crea-

| execution of decisions which affect this society. The present-day 1cllasz
igele is the struggle between those who have a say and those who pnlyf ge
isten, between the bourgeoisie of the articulate and the proletariat o

ticulate”.®

n? This question must be asked,

articipatio
What do we understand by particip trade unionists, employers

ausc for a few years now political publicists,

port by De Swert G, quoted in the introduction
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and lawyers have mastered an idea, This has not made matters any clearer,
We should lose our self-confidence into the bargain!

However, we all know very well what Pope John XXIII meant just ten years
ago when he said in plain everyday language that “the workers® desire to
participate actively in the life of their enterprise is justified”.

Active participation in life!
This is no legal jargon, but human language!

In principle, this embraces everything and nothing is excluded: certainly not
the life of the enterprise.

In principle, this is valid at all levels.

Participation takes as point of departure the fact that there are people who
act as such, who keep their human personality, freely and responsibly, who
have their own autonomy of thought, speech, consultation and action. Thus
workers® participation in the enterprise includes the group as well as the in-
dwidual, the workers of the enterprise as well as the workers of the workshop,
the workers who say “yes” as well as those who say “no”, the workers who
contest as well as those who associate, the workers as well as the workers’
groups: the trade unions. Furthermore, workers® participation in the enterprise
is characterised by the twofold way in which all forms of participation are ex-
pressed: by the recognition, valorisation and development of the worker in his
work and in his enterprise and by accompanying guarantecing structures of
participation.

“One and the other inseparable together!”¢ Stated in yet another way: participa-
tion is the endeavour of the workers to acquire influence on decision-making
and thereby on the progress of the enterprise, or of the economy. The nature
of this influence, the form of this influence, the level of this influence may
differ... but must be tangible. Exerting influence presupposes power and
counter-power, but equally well dialogue and reciprocity, recognition of one-
self and of the others reciprocally. Acquiring influence is not a question of
countervailing powers which cancel each other out but which set each other in
motion in order to act correctly. Obviously, the workers can acquire no in-
fluence and hence wield power if they are not informed, not correctly informed
and if they have no means of checking the iuformfltio{l. Workers' control in
this sense is a necessary condition for workers’ participation.

“With a sense of reality and through years of experience, the woflr‘ers .knoy
that this participation will not be pranted easily and that the participation in

—_—
§ ACV report, quoted in the introduction.
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‘p;ow;r' \»:1]1 not be: allotted to them benevolently. In the strongest sense of the
ord 1t 1s a question of * taking” a share, i.e., of conquering, wrestling, getting
s =]

“"Hence, we can then say negatively that participation is not to be reduced to a
new form of a human relations movement; nor is it to be reduced to structural
ch'anges which are alleged to be the sole salvation, Participation is not the
climination of the trade unions or the trade union representatives; nor is it the
organisation of a trade union guardianship over the workers.

Participation is not only a question of a top structure; but just as much of a
basic structure. Participation is not the incorporation of the workers in the
system; nor is it the “revolution” ex nihilo! . . .

Participation is not the elimination of the trade union struggle, of the “no”,
the “veto”, “contestation” or the “strike”; nor is it the declaration of the

“veto”, “contestation” or “strike” to be a regime or system”.

“The demand for participation in our modern world is a general reaction
against the general alienation which the workers have already been experiencing

for a hundred years in their work!. ..

Participation is a movement which constantly seeks to valorise man in his
responsibility . . . even as far as the structures!

In this sense, participation is just as much a mentality, an attitude to life, a set
of values.

i i the part of those
i easy process . . . it calls for constant effort on the
e o, ovon with But it is a process of

i ing structures.
concerned, even with the best accompanying ; _ of
liberation ’of the worker . . . and the trade union movement is precisely the in

strument of this liberation!”?

hares! We must apply this biblical image to the counter-

1 hs - -
7—Swords Into pove We must make arguments against nto argu-

arguments against participation.
ments for.
cipation is repeatedly contested on

articipation. But how can they be
it?”?8

“In the employers’ and financial world, pfarn

< t ripe for p
the pretext that the workers are not! P :
prepI;red for it if they are never putima position to exercise

int stock companies and nearly a hundred years of

A hundred years of jo

7 op. cit.
8 op. cit.
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Taylorism must indeed mark deeply the mass of workers, while on the other
hand they have known only fifty years’ universal franchise, twenty years' full
employment and high school leaving age.

Industrialisation, automation, thorough division of labour, Napoleonic organi-
sation of the entcrprise, the atmosphere of the hierarchical system, the limited
perspective inherent in the work of an operator or office employee—the worker
lives for the greater part of his life in a social “underground”, He can exert no
influence on his working conditions, he can develop no fecling for the goat and
function of his work in the whole organisation of production, he can acquire
no relationship to the work as a form of self-expression.

The typical form of an authoritarian structure in modern industry fails to cater
for the individual need for self-respect and self-confidence.

The problem 1s however not only the ab of develop h The
problem has a social and collective character. legally, he hires his labour to a
joint stock company; hence, impotence and the impossibility to change this
situation, via participation in the decision-making in the enterprise. This
cumulative effect has an influence, over a certain period, on the work satisfac-
tion. on the value and meaning of the work™.?

Thus, if we wish radically to reforge this argument against into an argument
for, then we should have to go to the other extreme and postulate the self-
responsibility of the workers' community of the enterprise. The term “workers’
self-management” is somewhat misleadingly used for this. We shall revert to
this point later. It will suffice to stress the fact here that ihis neither can nor
may occur outright, in a turn through 180° from the present unilateral domina-
tion of the capital factor to a total domination of the labour factor. But all
forms of participation, high or low, great or small, which move in this direc-
tion are liberating for the worker and fit into our trade umon strategy.

A second counter-argument is of recent origin and is valid for the countries
with 2 more or less capitalistic economy as well as those with a collectivst
economy. It is strikingly reflected by the following remark by Prof. Galbraith
on Belgian television. He replied to the question: “What is your view of the
participation problem?” as follows: “Entirely hopeless. I advise you not to
take any further action on this reform ... The very nature of the organised,
bureaucratic management of a big concern monopolises power in the hands of

—_
9 De Swert G, op. ait.
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After such a remark, what is there still to be said about participation?

We should point out fll.'S.t of all that this remark applies equally well to the
whole of social z}nd politica] Jife. The basic question is: “What then remains
3f ﬂ.uig}'hole notion of democrficy?” Our first reply is therefore a moral reac-
lon: this may not happeq ... In the name of democracy. We do not want to
taIIcI)]w ourselves tg be dominated }oy the technocrats, even not by the beneficent
echnocrats = simply because it may not be. Furthermore, Prof. Galbraith
ma.kcs a caricature of participation, presenting it as though it is a situation in
which a trade union secretary simply walks into a Board of Directors from
outside and starts discussing the policy to be followed with the managers.
Moreover, the workers do not ask to be assimilated with the professional ex-
pert function of the management, but they wish to exert influence on the
policy of the management for important and long-term decisions. We shall see
how below. But the workers’ participation must be conceived as an overall,
dynamic process of many and diverse forms of participation in an upward
direction, taking as point of departure a broad basis at the lowest level. The
warkers’ participation in the enterprise must finally be regarded in the whole
context of participation of the citizens in society.

A third argument against connects up with the two foregoing ones. .As'ﬂ?e
workers’ participation in the enterprise is either excluded by -the capitalistic
system, or is impossible from the point of view of the imperatwe§ of a com-
plex technology and organisation, or else is, allegfedly, not desired by the
workers, then—so the reasoning goes—“compensation” must be granted to
the workers in leisure time and in the consumer society!

This reasoning must be turned around as well, for put thus it strongly re-
sembles a flight from the problem and even a guilty flight! The problem of
labour and of the labour system is not solved thereby. Furthermore, produc-

i i d labour system and leisure
stem and consumption system are one, an ’
o ith each other. This is not to be denied. Consequently,

1 inked w. il
time system are linke 1th of the one also affect the other, and the medicine

the ills as well as the hea

' 0
i q 0): ‘The ever growing
i ites i Jhes Economiques de Louvain (Dec. 197 .
10 For his part, Bernard Snoy writes in Recherc vai 971 o
'I::t’e osirt,ion not only of the big limited company but also of the financial intermediaries betwe:n;;:;::ssm;)
‘of‘ s:rings and their productive appropriation is acting increasingly as a screen to any power I
ing from one to the other. ] ) ) rsof
;rociesdlzit the power to decide the specific form which will be assumed by the accumulatxonecr:sf Zireamorc
ordluctlijon ’seems to be concentrated more and more every day in the hands of the manag s
pro

1ly, of the technostructures. o - ) fnanciog, i,
ine;:tti; is all the more absolute insofar as the enterprse is ina posn}non to ?nsa}g:: hx: ;::;nams;m;ﬁo,;
; he functions of saving and investment in equivalent proportions, which is

to combine t
in the United States’ hat the legal basis of the whole system of the limited company

At the same time, this amounts to saying t
rests on nothing more than that!
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for the one also serves for the other. If this is not so, then there would be no
calling-in-question of the consumer society,

Thus we come to a general conclusion: logic demands that those who defend
democracy as a general principle or in its parliamentary form should therefore
defend democracy in the enterprise in principle, The forms and conditions can
be discussed subsequently.

8—""Participation in the enterprise thus implies a change, to a greater or lesser
extent, of the orthodox structure of authority, in which decision-making has
become the “prerogative” of Modern theories also
make no careful distinction between various forms of participation, for the
simple reason that participation for them is simply a management technique
like any other, which can act as a stimulus for the specific goal of the enter-
prise: organisational efficiency. For them participation is not a method of
decisi king, but a ber of techni that are aimed at getting the
workers to accept decisions that have alrcady been taken. The form assumed
by this participation alt too often involves absolutely no decision-making and
must be stigmatised as pseudo-participation, the purpose of which is merely to
create a fecling of participation via a technique aimed at convincing people.

9—Participation, on the other hand, whereby the workers have the possibility
of influencing the decision-making, while the ultimate power of decision re-
mains with the management is partial participation. Participation at the place
of work is in most cases partial participation, and at the same time participa-
tion at the lower level: supervision of the daily activity at the place of work.
On the other hand, participation at the higher level points to decisions with
respect to the running of the entire enterprise, decisions concerning invest-
ments, marketing, etc. Partial participation is possible at both

Jevels. There is yet another form of participation at the Jower Jevel: groups of
workers, who themselves arrange their work, virtually not under the leader-
ship of the management and who take their own decisions in connection with
the daily work process. This form gives a complete participation: a process
whereby each individ ber of the decision-making body has the same
power to determine the outcome of decisions. In the same way as partial
participation, complete participation is possible at the higher as well as at the
lower management Jevel, or at both levels.

10—Examples (in Great Britain, Norway and Yugoslavia) prove that it is pos-
sible, at least at the level of the daily work process, to change considerably the
structure of power in the enterprise, so as to give the workers almost complete
control over their work, and participation in a wide range of decision-making,
even without any loss of productive efficiency—on the contrary.

A structure can be set up which, with the support of the trade unions, r.enders
possible control in all fields that directly affect the world of Iabour: right to
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The enterprise, a social institution, cannot possibly continue to function as
personal enrichment for the owners of capital or as private organisation ground
for a management acting in an ever more autonomous way. The joint stock
company must be converted, in a first stage, into an enterprise company,
whereby the capital factor, now regarded as primary, will only be valorised as
one of the factors to be recognised in the enterprise, and whereby the labour
factor will acquire an initial right of legitimation and control over the manage-
ment, leadership and power,

This high participation, this influencing at the high enterprise level, may be
established in various proposable forms of “equilibrium” between labour and
capital.

13—Whatever form it may assume, this high participation may not imply any
strict co-management, positive, direct, in the leadership of the enterprise, but
indeed co-supervision of the management, himitation of the right to dispose of
the property. Indeed, it could not imply these things in a modern enterprise.
In this connection, we are faced with the ’s own develop 8
legally and structurally recognised as the Board of Directors (Bestuur in
Dutch, Directoire in French, and Vorstand in German). In this discussion,
indeed, the advocates of participation and, a fortiori, of self-management, are
often pitchforked into a caricatural form of direct democracy. It is indeed not
feasible to allow all workers to pass judgment on each technical problem n the
enterprise. Nor can one still defend the pomnt of view that efficient business

Ppresupp rapid decist king (by one man or a few people).
The most important decisions in a large enterprise are already taken in an
interdisciplinary process of long-term planning. This evolution therefore makes
it quite possible to hive off the entrepreneur’s function- the long-term decisions
can be transferred, for example, to a Supervisory Board (participation) and the
management (staff) will then operate within this proposed framework. What is
indeed involved in this group of problems 1s: how the expert knowledge 1s
applied, how control over the activity of the experts can be built in

(i) at the place of work in a system of labour consultation;
(i) at the level of the large department via 2 departmental council;
(i) via the works council at the level of all workers employed in the
enterprise;
(iv) via a kind of supervisory board, in which all interests present in and
around the big enterprise are placed in a balanced way.

In the framework of these levels, the management will need to exercise 2 w?ll-
defined policy, and will need to lay down responsibility therefore, from which
the consequences can be drawn”. !

14—Diversity, degrees and evolutions in participation . .
Without entering into concrete formulae and without pronouncing an opinion

1! De Swert G, op. cit.
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must correspond. But the same anxiety to set up participation bodies for the
various dimensions of the enterprise is just as valid for the various internal
organisational and operational basic structures of the large enterprise. We
mean here that consultative bodies must exist there, e.g., at the level of the
sections and departments: sectional councils and departmental councils, where
the representatives of the workers concerned meet the head of section or
departmenptal manager.

In this way, an organised contact is created almost obviously with the partici-
pation at the Jevel of the workshop, What we aim to achieve, in the large and
medium-sized enterprises, is a pyrarmd of participation with a broad base and
an apex. If this does not exist in an organised and structural way, then not
much will come of a participation movement in the large and medium-sized
enterprise. In this way, we hope to link permanently apex and base with each
other, obtaining a movement in both directions, while the participation is
developed organically, participation chances are created in accordance with the
measure and interest of the various workers and the whole can be made into an
instrument of democratic selection, indication and supervision within the
workers’ group itself. Quality will gain thereby!

We know that in the big steel concern Hoesch Stahlwerke in Dortmund,
52000 workers are in principle involved each week m a downward and upward
circuit in an information and participation process. While the Vorstand meets
each Monday, the worker chairmen of the various works councils meet with
the labour manager each Tuesday. On Wednesdays, the works councils of the
concern hold a meeting and on Thursdays the various members of the works

ils meet the “del " of their respective groups and sections' 1200
in all. On Fridays there is consultation with the rank-and-file.

At first sight, this appears to be German organisational manja. Fr_om a com-
parison with what does not happen in comparably large firms in Belgium
—which we know well, after alll—we cannot but complain.

16—Participation in the enterprise, national planning and national economy
must be interconnected. This may appear to be obvious, but nevertheless it
calls for further explanation.

As the enterprise is a component of the national economy, there is incontest-
ably a close link between the two. But there is no identification. ?urthermore,
we would not wish for identification. The census of the enterprises do.es not
give the total of the national economy. The operating conditions, criteria and
objectives of the one are not the same as for the other.

There is thus a problem of how both must affect each other. We should like to
examine this from the point of view of participation.



:i)(:;u( )l},\[ ;]Izcr.c“r:: :;(: rci:ixlt'igir;"btilywccn pamcipatign at the low level or participa-
! ( ype and the national cconomy. Indirectly, this
influence may indeed be positive. A closer link with the national econo;n is
already to be established in the presumption of forms of high participationybl
the v.'or.kcrs in the large enterprises, in the industrial and financial holding
companies and public enterprises, It would also be an important thing for the
National Economy if the law on joint stock companies were to be replaced by
an enterprise law with a dual team: “enterprisc management” and a “super-
visory hoard™, In the Iatter, depending on whether it is a question of large
cnterprises or holding companics, a balanced and weighted representation
would then be given to all the interests concerned: those providing capital,
institutional investors, workers from the enterprise, trade union confederations
acting in the interest of all workers, representation of the general (regional)
interests,

Furthermore. it may be assumed that in such an enterprise structure the rela-
tionship with a democratic national planning body can be made easier than in
the present system of Jarge limited companies or capital holding companies.

But a problem also arises in another hypothesis of high but complete participa-
tion by the workers. We mcan the workers’ self-management or the system
whereby the primary responsibility for the enterprise is given to the workers’
community. Stated as a general idea or as ultimate goal, we must in the long
term follow this path and there are no reasons for anxiety about this,.for we
see in the long term no other alternative in order to save “free enterpnse”.. ..
unless one were to opt for the anonymous “technocracy”.under the auspices
of the limited company or clse for the state-run enterprise, imbeddec? in a
centralistic state planning scheme. In the hypoth'esis of the wor.kers self-
management”, a solution must also be given to the mte.rplay and the incorpora-
tion of other justified interests: the tr.ade unions acting for all u./ork'ers, the
regional intcrests, the national economic plan ... and even the capital interest,

cven if this should be “public” capital interest.

We thus come, quite naturally, to two conclusions: the first relates to free

enterprise, the other to the position of the trade unions.

17—The salvation of free enterprise resides so.lely in the workers’ p;rtuig):l;
tion. Conversely, there is also no valid alternative for the workers other

participation in the cnterprise. Other alternatives are to be rejected:

a) flight outside the enferprise; . N
Eb; thf joint stock company, even if it were to pay h}gh wages and be co

trolled from without by the trade unton or the sfaté;; e chnocrates were o
(c) the technocratically managed enterprise, even if the tec

1 37,

be “enlightened monarchs”; ‘ .

(d) the nationalised enterprise ralsefi to the status kof sgfstexélémraustic o col
(e) the state enterprise, included in the network of a

lectivistic state planning.
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But the defenders of free enterprise, of free initiative, of management, of
healthy competition, of normal supply and demand relationships, of innovation,
of creativity . .. in a word, of all that is good in our enterprise-wise construct-
ed economy, must be aware that they will only be able to save the enterptise
if the workers can speak, de jure and de facto of “their” enterprise! This
can only happen in a bold process of low and high, partial and complete
participation.

18—In any case, the trade unions must continue to play therr own role and
thus remain autonomous. .. in the optimum structure and the optimum practice
of workers’ participation in their enterprise as well. The autonomy of the trade
union movement must remain guaranteed, even in a system of “workers’
self-management”. The role of the trade union movement is ptimanly external
and secondarily internal: in the first place, 1t will have to act as “stimulus”,
as “executor” of the new structures and attitudes, as gmde, as teacher and
trainer, as guarantor for the system. .. and thus also as “controller” or “super-
visor”. An important field for trade union supervision is located here. The
trade union movement will be involved in initiatives with respect to labour
consultation, it will request certain guarantees at the time of works council
elections, it will continue to stipulate collective agreements, 1t will continue to
act... to contest, it will be present in a minority position as “guarantor” and
“supervisor” in a supervisory board” and thus at the same time defend the
interests of all workers and not only those of the local group ... it will create
and settle conflicts!

This role is sometimes delicate and difficult. Suitable forms will have to be
worked out . . . but the trade unions must 1n any case remain themselves.

B—Trade union standpoint concerning the European Company

19—We have already explained in our introduction why we also wish to deal in
this report with the proposal of the EEC Commission concerning the Statute
for European limited companies. This is a concrete proposal, vis-a-vis which
the European trade unions: the ECFTU and the EO/WCL, have published an
almost unanimous standpoint.

In this report we must act on the assumption that the readers are familiar with
the proposal of the EEC Commission, at least in its broad outlines and.xts
general philosophy. It is mainly our intention here to add the trade union
standpoint, so as to meet the demand for information as well as the demand
for discussion and confrontation. In this connection, we shall base ourselves
mainly on the statement of position by the EO/WCL of 11 March 1971. The
ECFTU already did this previously on 19 October 1970.

20—General statement of position N
It is encouraging to note that both organsations at the European level have
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(o such.a largc. cxtent reached a unanimous standpoint. The Societas Euro ea
~—SE~—is a desirable thing for European unification and will indeed come abléut
sooncr or Iater. The proposal for a regulation on the subject, originating from
the EEC Commission, offers us an opportunity to introdu’ce an “enterprise
law™, which will definitcly move away from the generally contested “joint
stock company law” and to ensure that the “European workers”, the European
recognition of workers, the LEuropean workers’ interests, the representation of
the European workers’ interests, European trade unionism and European col-
lective agreements, find acceptance in the European enterprise.

Unity in the European trade union movement about a step to be taken with
respect to the development chances for the workers, by means of an SE in
accordance with our ideas, will exert its influence at the political level and
increase the chances of the acceptance of our theories at the political Jevel.

The Europcan organisations of trade unions may not now run the risk of
giving our opponents an alibi, through lack of European unanimity, to limit as
much as possiblc or even entirely exclude, at European level the representation
of the workers in the SE and their influence on the policy bodies of the SE.
For these reasons, the European trade union organisations are seeking for as

great a unanimity as possible.

The leading national trade unions, affiliated to the EO of the WCL, can state
their agreement on the following points:

the nccessity for the enterprises to recognise the trade unions as spokes-
men of the workers in the enterprise and to guarantee the free exercise

of trade union rights within the enterpris.es; ‘ .
the necessity for granting the trade unions the right to negotiate col-

lective agreements as well as enterprise agreements; . .
(iii) the right for the trade unions to be consulted on all Jmpoxjtant economic
decisions and in particular on those with consequences in the field of

<i itions;
employment and working condi ; . . '
thcpne)cyessity for informing the workers and their representatives, e.g. in

i i itable way;
rorks council, honestly and in a suita . ' .
tﬁ: ‘;ecessity for granting the workers control rights in the light of

N various autonomous and structured forms of participation at all lev-Ic

i arantee;
and under trade union gu .
the pecessity to humanise work, also under trade union » -

®

(ii)

(iv)

(vi) taking as point of departure tl:}e everyd?: z?rk m;h&fltzn oeiﬁ;e
shop, even if this has implxcauorfs for the tel
(vii) the need for having a good Works(cc B ecement
(viii) the refusal in the present circums . b ﬁ;ht o
juridical sense by the workers; - e
a positive and juridical sense imx ;5 .
(ix) the idea of a form of workers’ « .




and as final prospect of an evolution, according to various stages and
in the longer term,

21—Critical comments on the concrete proposals by the EEC Commission
with respect to the “representatives of the workers in the SE”.

a) The European Works Council

The EO/WCL is obviously in favour of the setting-up of European Works
Councils. There is a special reason for this: they are composed exclusively of
representatives of the workers. The European Works Council can consequently
genuinely represent the workers in the SE.

As regards the draft of the European Works Council, we give befow a number
of marginal comments and proposals:

Concerning the field of application:

Art. 100 provides that a European Works Council is only set up in an SE
which has permanent establishments in more than one Member State. This
implies that there would be no European Works Councif in an SE with
permanent establishments in only one country.

The EO/WCL can in no case agree with this, b it is a discri
and furthermore it is not in accordance with the European objective of the draft
regulation.

Concerning the number of members of the
European Works Council

Provision would have to be made that each country where one or more
permanent establist exist may del at least one elected representative
to the European Works Council. Furthermore, provision must be made for
permission to add up the establishments in one country which have less than
200 workers, for the purpose of determining the number of representatives in
the European Works Council.

Concerning the secrecy obligation

This may go too far, because the management may characterise anything and
everything as “to be kept secret”. The following would need to be added:
“with the approval of the European Works Council”. In case of contestation,
the matter would then be transferred by the management to an appeal body
“as provided in case of settlement of disputes”.
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Co.ncerning .the.presence of a delegate of 2 trade
Union Organisation as representative in one
of the institutions of the SE

The EO/WCL deems it sufficient that one sixth of the members of the Euro
pean Works Council ask for this. The majority of the BEuropean Works Counc,
flet?d not decide this point. If one sixth of the members so request, the matte
Is in any case important enough to admit the trade union delegate for a;
opinion.

Concerning the obligation of the European Work
Council to inform the workers

Art, 118-1 is too general. Provision would have to be made expressly for a
least one form of information and consultation, i.e., joint meetings with the
general meeting of the national works councils (workers’ delegates), whethe
or not supplemented by a meeting with the management of the SE and the
leaders of the permanent establishments. The law would need to provide thai
such a meeting should occur at least once a year. This appears important tc
the EO/WCL, from the organic, but also from the trade union and European

point of view.
Concerning tasks and powers

Art. 119 defines the general powers of the Europee.m‘Work_s Council: “To
promote the interests of the workers”. In principle, this is possible !:aecause the
European Works Council is composed exclusively of representatives 'of the
workers. The European Works Council can conclude agreen}ents w.1th thei
enterprises. These are legally to be regarded as agreements bearing Iclm interna
regulations. The observance thereof can be enforced, 1f. not bybot erdme?::r,
via the disputes committee provided 'f01: in Art. 128. But it must t e }rjna ; c ar
that a collective agreement has priority over these agreements bearing

internal regulations.

Special powers:

i i __Art. 121—Art. 122), a right of approval
© ?Afl(')trmlztg)manﬁtriégg 'if g;rinion (Art. 124—Art. 125). We can agree
with this as attainable in the present ‘cuc'umst?‘nces.
(b) to exercise supervision over t?le application of:
(i) the existing legal provisions;
(ii) the collective agreements;
(iii) the enterprise’s own agreements.

. . . X
In general, the EO/WCL can agree with this, provided that the field of wor
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ing conditions, concerning which collective agr can be luded, i
defined in greater detail with the trade unions (Art, 146).

The special powers of the European Works Council go further in various
aspects than is now the case in one or more national legislations.

b) Concerning the settlement of disputes

“The disp ittee is posed of bers who are app d in equal
parts by the European Works Council and by the management of the SE, and
an impartial chairman who is appointed in joint 1on by both parties”
(Art, 128).

The EO/WCL is generally in agreement with this. It adds, however, that the
European Works Council for 1ts part would need to designate representatives,
chosen on the recommendation of the representative trade unions (at European
level). The intention is to promote European trade unionism per industrial
branch by this means as well.

©) Representation of the workers in the supervisory board

The supervisory board is a general control board (Art. 73 + 78) for authorisa-
tion of acts of the management in specific cases (Art. 66.1) and for advise
(Art. 73.2).

The EEC Commission proposes that the representation of the workers in the
supervisory board should be arranged in a one-third proportion (Art. 137-1).
The members of the national works councils elect the workers’ representatives
in the supervisory board (Art. 139-1).

The European trade union organisations ECFTU and EO/WCL propose, on
the other hand, the following balanced structure: /s representatives of the
general meeting of shareholders; /s representatives of the workers: both to-
gether elect the remaining ¥/s. The latter provision is made in order to oblige
the first two groups to reach agreement on the composition of the third ¥s.
This balanced structure was conceived in such 2 way that;

(i) it could give confidence;

(ii) it could work and reach decisions.

In other words, the establishment of the power to supervise comes about in 2
bipartite power relationship: ¥/s to /3. The subsequent conﬁdence' is based on
this. On the other hand, the exercise of the power is subseqqently implemented
by simple majority in a group, which is composed of three times 1/5. By means
of this formula, a normal operation of the supervisory board is ensured and the
contrasts at the time of establishment of the power are more or less blurred by
the execution.
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The E i

kol C(Z{Xm(;?;ifn‘tdtogether opposed to the formula /3 to %/s, proposed by t
‘If one really has in mind not only the interests of the workers but also t
mte.rest of the enterprise, and thus not only the interest of those providi
capital or gf the joint stock company, then the supervisory board cannot
deyelqped m such a way that the workers are organised unilaterally in ¢
minority by the very structure of the institution. This is good neither for ¢
workers nor for the enterprise. On the contrary, the EO/WCL interprets
as an attempt to integrate the power of labour, by a falsified participatic
formula, in the structures of European capitalism.

The draft of the EEC Commission expressly confers on the Management tl
task of “promoting the interests of the company and its staff” (Art. 70).
this is meant seriously, then this management must be placed structurally .
such a position that it can cope with this twofold task. It so happens that t}
role and composition of the supervisory board is such that the superiority «
one interest—the capital interest—is organised in the SE by the very structw
of the Supervisory Board. How can even the best management be free vis-a-v
this structured pressure in order to perform ifs legal task (Art. 70).

The formula of a minority presence of the workers has existed for a long tim
in the Conseil d’ Administration in France, as well as under the “minor co
management” formula in Germany. In this connection, there is general agree
ment—even outside the trade union movement—that this double example l‘za:
yielded no results. On the other hand, the experiment of the so-called "'majoz
co-management”, insofar as it is a question of a balanced §tr}1cture in the
supervisory board, is indeed positive in Germany, glthgl.xgh it is not perfec
and is not a final goal. This is confirmed by many scientific and parliamentar;

surveys in Germany.

we should point to the lack of logic shown by the EEC Co'mmission
disputes between the European Works Council and th
Management, an arbitration institution on the basis of a ba.Ianced sniuctzfn
(Art. 128), but on the other hand provides, for the relations a minorit
structure to the disadvantage of the workers (Art. 137).

Lastly,
when it foresees, for

| -6 i ich it i
L does not agree with Ast. 139-6 in whic
AN the most votes and at least half of the vote

cast shall win! This method of appointing the wprker members in the suptc;r(-
visory board oppresses the trade union minontxgs. I.t would amounttrtao o
introduction of a kind of closed-shop formula, which is altogether contrary

our European trade union traditions.

Furthermore, .
provided that the list that receives
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d) Arrangement of the working conditions

Not least in importance in the EEC proposal are Art. 146 and 147, in which
provision is made, via collective agreements, for the possibility of arriving at
an arrangement of working conditions “between the SE and the trade unions
represented in its permanent establishments™ (Art. 146). This is incontestably
an advance, especially as these collective agreements “are directly valid and
compulsory for all workers of the SE, who are members of the trade union
which is party to a collective agreement” (Art. 147-1)

We have, however, already dealt with this subject in another section of this
report,

177



INDUSTRIAL DEVELOPMENT
AND THE REDUCTION OF SOCIAL
AND REGIONAL DISPARITIES (*)

M. P. FOGARTY

I—THE CONDITIONS IN WHIC
T A H POLICIES
DEVELOPED AND SOLUTIONS SOUGHTWILL HAVE 10 BE

II7 ”f(x]::} uryu.(fm;]hntc four rgcncml conditions which are likely to influence the
" given to specific problems and th ion li
e, e types of solution likely to be

'("i) The pressure for upward harmonisation.

(ii) T{tc rising demand for diversity and choice, and resistance to standar-
disation.

(En) The clmllgngc to growth and shift towards quality of living.

(iv) No lessening in social tension and conflicts,

(i) The pressure for upward harmonisation

Pressure for upward harmonisation of the conditions of employment in the
Ten can of course be taken for granted. For one of the two countries of which
I am a national, Ircland, a main attraction of joining the Community is that
to do so should end the tendency to look overwhelmingly to Britain for models
for the next step in social policy, You may be sure that in studying the ex-
pericnce of the other Community countries it is not the most backward prac-
tice that we shall borrow. Trade unions, evidently, have a particular interest
in upward harmonisation, but this process can already be seen at work in the
worlds of the Civil Service and of public enquiries, of company law, of em-
ployers' organisations, and many others. To quote my own country again, I
note for example that the Irish Commission on the Status of Women has been
influcnced by the facts about Community practice on the protection of the
rights of cmployed mothers recorded in the draft Sulle.rot -Report on The Em-
ployment of Women, and the Irish employers’ organisations, as we}l as the
unions, have sent expeditionary forces to study Community experience on

workers’ participation and Mitbestimmung.

(i) The rising demand for diversity and choice, and resistance to
standardisation

But upward harmonisation need and must not be taken to imply centralisation
or standardisation. No doubt there will be particular cases where a general

(*) Original text
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ruling for all Europe is appropriate. There will always have to be coordination,
at least for example to the extent of ensuring that a worker who moves to a
job in another Community country steps into a corresponding place in the
hierarchy of pay, social security, and other rights. But a corresponding place is
not necessarily an identical place, and in the area discussed in this Teport
attempts to impose identity are likely to be strongly resisted for three reasons.

The first is the diversity of national systems of industrial relations and
management and the strength of attachment to them. A most revealing example
in recent years was the national debate in Britain, under both Labour and
Conservative governments, which led up to the Conservatives’ Industrial Rela-
tions Act of 1971. The case for changing the Bntish industrial relations system
in at least some of the directions envisaged by the Labour government and
enacted by the Conservative successors was and is admitted on all sides, and
by many trade union leaders among others. But the attempt to impose reform
by law called forth, not a coolly logical analysis of the prospective gains and
losses to each party—this sort of logic was often scarce even among academic
industrial relations specialists, let alone in the trade unions—but a deep gut
reaction whose origins lie a century and more in the past. The industrial
relations systems of the Ten are in a number of ways moving towards one
another, for example as plant bargaining and the role of the shop steward
develop in certain continental countries, while Britain moves towards labour
courts and legally compulsory plant procedures But anything that could right-
ly be called the standardisation of industrial relations systems is not for
tomorrow nor even for 1980.

Secondly, in a sensitive area directly touching the ordinary citizen, such as
industrial relations and the conditions of employment, there may well be
resistance to dictation from outside the country, however excellent the inten-
tions and however legal the authority of those who do it, on grounds of
national traditions and national identity as such. Amid the crash of IR.A
bombs in Belfast, it is easy to miss something of even more long-term si.gm‘f-
icance which was happening to the IRA and 1ts political associate Sinn Fein in
the Republic of Ireland before the trouble in the North began. A current of
public support was beginning to run towards these radical nationa}xsts Qx}t of_ a
feeling that Ireland was going too far on the road to internatxonfthsmg its
trade and industry; towards encouraging foreign rather than native entre-
preneurs, towards importing foreign styles of management and accepling the
direction of multi-national corporations, and towards dismantling tariffs and
other means of Irish control of the Irish economy. A vague, not alw’ay.s clear-
ly specified, feeling was growing that the fight to maintain Ireland’s identity
was being lost on the business and employment front, This currel:n has nq:
been strong enough to stop Ireland’s move towards the Cqmmu?ltyé’ B“:l;_
could quickly become far stronger and more damaging if Ire ““ms 20“‘
determination were too sharply challenged in areas as sensitive as the
dittons of work.
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g

tems in modern societies a i
going on to standardisation ; lziegmmilg b .hand~made, e, So 1o spek,
£ .and mass-production, and then on once more to
and-made, but on the basis of standard procedures and components, Pa
Systems tgday are not individual and hand-made in the sense of early indlistrizfl'
laissez faire. There are national, regional, and occupational standards to ob-
serve and rules of good personnel practice. But within the framework of
thes; rules and standards pay systems are, increasingly, tailor-made to the
requirements of each employer and occupation through plant or enterprise bar-
gaining or simply the decision of individual managements. The situations of
individual enterprises differ, and it is part of management efficiency to adapt
to this and to be free to do so.

To this is added the effect of the accelerating pace of economic and social
change. The faster and the more widespread change becomes, the stronger
becomes the case for polycentric, participative, “organic”! methods of manage-
ment, by contrast with the centralised, hierarchical, bureaucratic or “mech-
anistic” methods of business management and national planning appropriate in

simpler and slower-moving situations.

A further reinforcement comes from the growing resistance of people in all
countries and walks of life—shop stewards, students, and now increasingly
those last bastions of the bureaucratic way of life, the middle managers—to
standard and stereotyped rules for working and living imposed on them from
outside and above, whether by employers, the state, or national union leaders.
In the words of a slogan which I saw chalked across an Orange street in Belfast
during the July 12th celebrations two years ago, “We are people”. “Bureau-

" has become a major term of abuse, and one of the most effective

crac he mot
4 f Europe against the institutions of the

arguments used by the opponents o
European Community.?

is i i d upward harmonisa-
None of this is to say that the day of centrgl planning an :
tion is past. The rule of Keynesian economics applies here as elsewhere; when

all decisions are taken polycentrically, on the basis only of .Iocal an;i palzuzll
knowledge, it is easy for a decision system as 2 whole ’cot s%? 2u;d(; u;c;gnrist
i [ icipants want. The tr.
to produce results which none of its participan . 1e :

?r?:y t%gn find himself faced with unfair differentials, wildly nsglg gnies" ansd
i .absorb the men displaced; the business

edundancy with no arrangements to 1é-a . . :
zrnan with gnfair conditions of competition; and the national planner with run

. > .
1 The term comed by I Burns an The JwanagEMEHt Oflﬂnal’aﬂﬂn, Iavlstock 196]
d G. M. Stalkef m
2 Y cannot resist addmg that one of the most Cﬂ-CCUVe Vlsual temfolcements of this algumem 15 the glass a.ﬂd
mld' jctorian prtso 1581
te remcatnatlon Of a V O n in Wh]Ch the E\ltopean Commission’s own O“iCCS are

concre
housed.
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away inflation and acute and unnecessary difficulties over exchange rates and
the balance of payments. In future, as in the past, sound policies are likely to
emerge from coordination, based on an overall view. But whereas at the end of
the nineteenth century the accent in and national planning began
to shift from decentralisation towards central coordination, today the pendulum
is swinging back. One of Marx’s most successful predictions relates to this, and
we are seeing it verified. In the world of work as in other spheres the role of
central planners, in the socialist as well as the capitalist countries, is less and
less to determine trends and more and more to register, promote, and coordinate
those that emerge from polycentric decisions. It is less that of an engineer and
more that of a gardener helping his hundred flowers to bloom.

(iii) The challenge to growth and shift towards quality of living

Before the new policies which we in this Conference are beginning to debate
can be fully worked out and applied, the real income per head of the peoples
of the Ten may well have risen by another forty or fifty per cent. Even the
poorest of the Ten, Ireland, is already by world standards rich. The richest
of the Ten will by then be approaching the present level of income per head in
the United States. Opposition to the race for still further growth is already
obvious in all our countries, and as the seventies go on is likely to be greatly
intensified. As a candidate for the British Parliament in 1964 and 1966 I
found it a good selling point to present a graph showing how much Britain,
under both Labour and Conservative governments, had lagged behind the EEC
countries in overall growth. I am not so sure that this would be good politics
today.

The challenge to growth comes from two sources. One is the feeling that in
racing for growth in gross national product we have neglected questions about
how the product can best be used; problems of the environment, social justice,
culture, participation. The other is the findings about world population and
resources of Jay Forrester’s “World Dynamics” and the Club of Rome project
at M. 1 Insti of Technology. Given the level of world resources
and the size and rate of growth of werld population, the MIT“ ix.westigators
argue not only that there is no possibility of bringing the vast majority of those
living in the developing countries up to the material standard of living en-
joyed in the developed nations, but that the developed nations _ﬂRr{lselves are
very likely to see a marked fall in their material standard of living in the next
thirty or forty years.

For the problems about the individual in the enterprise with }vhl_ch this report
is concerned, this two-headed challenge has several implications. Ugward
barmonization of the conditions of employment may come to mean, not simply
that the countries which lead in, say, pay and fringe benefits race 'ahet;d
while others are encouraged to catch up. It may become neces(s;ary in the
interests of Europe and the world to say to such rich countries as e(rlx]n?ny ‘:;
France: “Stop! You have enoughl”—or even to tell them, so far as their o
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?rr;?nfgg ‘;’fri\’e -ftcg:_:sisem;e;g SefCt?rs- ?f employment, with all the problems
which this mut & 1 of taxation, incentives, and mcomes.pohcy
. give rise. Skilled and economical use of resources will be ey
more important 1 a world where resources are seen as limited than in ¢
where they seem abundant. But it will be harder in a world where the accs
is on the quality rather than the quantity of production to defeat claims
job enrichment or participation on the ground merely that they might red
the physical quantity of output. And I would expect in that sort of world
sce a great strengthening of the tendency which can already be seen develo
ing to accent the social responsibilities of firms, which in turn will ha
implications for such things as the form of their accountability, the role
their chief executives, and the structure of their Boards. I share the view of
number of my colleagues in management education that, just as such things .
marketing, quantitative methods, and management by objectives were tl
management themes of the last generation, so the social responsibilities
business, in the broadest sense business ethics, will be the theme of the next.

(iv) No lessening in social tension and conflicts

From all that I have said so far it follows that there is absolutely no reason t«
predict any lessening in social temsion or conjslicts in the years to come
Certainly, as at present, many problems will continue to be‘: solved by peacefu
discussion and agreement, and policies and instifutions which are now contro
versial will come to be accepted as part of the common way of ‘h.fe. Ge;mt;]
emplayers have rightly insisted through many years that provisions of th
Works Constitution Law of 1952 which they regard as adnnrab{e, progresstgr:
and a good basis for relationships in the plant and office would lmt many oIt i
parts of Europe and the world be thought dangerous and revo utxonaxg;. o
illuminating, having noted this, to tu@ back to t_he very du‘_fe?reiz]fl olnge2 of thel
predecessors when these samehprovisxo;isthw:;i ﬁlﬁsi}:izslarc;;g r1tnis ceonceme.d .
i ise, in the area
SIZZW}IL);;:,I e::ﬁii ‘:,hﬂel }?;:}fért)nund 1o their solution will continue at least as ofter

as now to be one of conflict.

iti lead to conflictt
isati conditions of employment can ‘
e B o over i What tate of advance can each country

kinds. One is over its pace. e
:tfagil‘;e?rhe fines of battle here are not always what they seem tso gs;lIéeiwzw
once ﬁmre at Ireland, I see a conflict over the' rate Oft?oaiﬁzz tidly betiees

i not quife so whole- s
on the one side the Government and Bgt e Saple most vially b e

on the other the trade unions. volved
plzygzst ilil:}ble on the scene of battle at all, for they are gone on the
ar
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emigrants, or will do so when they tire of sitting on uneconomic farms waiting
for the industrial job that never turns up because harmonisation, in this case
principaily with Britain, has been pushed too fast. There is also room for
conflict over the strategy of harmonisation, If standardisation is rejected and
national traditions are to be observed or created, just what are the practices
which each country is to borrow from its neighbours? And another ground for
conflict again will be about how to go about harmonisation as growth slows
down or even stops, given the very tricky issues arising from this to which 1
have just referred.

1t is the same in other areas, The battle over the extent and subjects of workers’
participation, and especially over sharing power at the top, is likely to be with
us for a long time yet. It may acquire some interesting ncw angles as and
when the middle managers, the cadres, the Leitende Angestellten get into the
act. It is not easy to play Louis XVI once the cahiers of grievances are edited
by the nobility and clergy as well as the Third Estate. I have seen it happen in
a recent industrial enquiry where I was involved: managers joming the rank
and file in revolt against their Board, and heads rolling at Board level as a
result. And to see the conflicts that can and will arise over centralisation and
decentralisation one has only to fook at the history of incomes policy.

In some societies it might be possible, at least for a time, to suppress conflict
over issues like these. At a time when prices in the advanced market economies
were rising at about 3% a year, the governments of a group of Socialist
countries dictated their price and incomes policies ruthlessly enough to keep
the average rise in prices down to 1/:%: the rate of increase of real wages was
the same for both groups of countries.? The Japanese lifetime employment
system provides a great deal of secunty and freedom for executives who
manage to enter the charmed circle of one of the big corporations though at the
expense both of confining their own careers within 2 Berlin wall and of con-
signing less fortunate competitors to chaos and outer darkness. There could be
a Js to adopt Jap or Soviet methods in the Europe of the ten,
but I make the assumption that, because Europe is Europe, this will not happen.
Organisation Man exists in Europe, but I do not see him, in Japanese or any
other version, being increasingly accepted as the model for the future Efforts
will and should be made to damp conflicts on issues such as incomes polxc‘y.
But whatever may happen towards the East, the Ex‘xmp? of the Ter} is and will
remain an open society, and in the last resort conflicts like these will be allow-
ed to break into the open and take their course.

’ rninaizon of the General Wage Level - A World Analysis,

———
H.A Tumer and D A.S. Jackson, On the Dete s
Beononue Journal, December 1970, The period studied was 1956-1965.
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Against the background of the foyr general conditions which I have just des-

(i) The job and career jp itself: flexibilj j
(1 : : enrichment, ity.
(u) The sharing of income and wealth. g4 o seeurly
(iii) The §harmg of power, including the role of the chief executive and the
question of company objectives.

(1) The jod and career in itself: flexibility, enrichment, security

Of %he three issues of security, flexibility, and job enrichment, security is
particularly important in a number of ways, not all of them obvious. I shall
therefore take it last, bringing into its discussion issues relevant to it which
arise on the two other points.

To start with flexibility; one of the most obvious changes in recent years, and
one likely to be carried much further in future, is the decline in many occupa-
tions, both manual and white-collar, of the tradition of a straightforward career
in a single profession, based on an initial qualification plus experience on the
job, and sometimes also on commitment to a single employer. Several factors
have combined to bring this decline about.

One is the increased pace of technical progress, which makes it necessary even
for people who follow a continuous career in a single field or with_a single
employer to re-train at intervals, and not only by learning on thc? job. Th-e
point is not merely that these people themselves have to re-train. It is that this
re-training could equally be available to people switching from otl?er 'emplo.y-
ments. People already in a field, or already employefi by an organisation, still
have an advantage over those who come from outs1de.. But part of. their ac?-
vantage is gone, and a further part is offset b},.' the importance in today’s
conditions of thinking sideways and the fresh mmq. It may pe p}'ecxsely the
man with different experience who can learn {fastht in a new situation anc? has
the most positive contribution to make. It begins mqeasmgly to appear nexth‘_er
efficient nor just to deny him the chance to make it. New occupations hame 1;1
any case now continually arising and have to be manned from scratch, an

here it is natural for the field to be open to all.

Another factor is an increase in job-changing in occupations where in the past

. by
ili isk of redundancy were small. Partly this occurs |
O e oo oxferene 1.Icsespecially among younger workers. By the mid-sixties

eople’s own preference, s. By the *
ZBr%tish survey showed that graduates tended to leave their f(xlrstt fm?n atfgg z(z)f
average of no more than four years in the case of men and WO in that o
women.* But technical and commercial change, mergers and reorg ,

QOctaber 1966.

4 Graduate Appointments Register, Salgry Survey,
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have also led to much more compulsory job-changing in mid-life than was usual
in professional and managerial work even a few years ago.

A further factor has been the appearance in the labour market, at all levels of
skill and responsibility, of a growing number of married women. A survey of
recent British women graduates brings out that the great majority of them
intend both to work through most of their lives, whether married or single,
and even in the case of those most strongly committed to a career at a level
matching their qualifications—to drop out altogether or at least down to part-
time while they have young children.5 The lives of most women run to a
different timetable from men’s, and employers who wish to make effective and
economic use of their services have to come to terms with this; with part-time,
with careers that break and re-start, and with able staff who qualify for
promotion at what in a man would seem a suspiciously late age.

Fourthly, a new appreciation is growing of the complexity of the problems of
older workers on their way to retirement. On the one hand it is now clear that
able people are far more likely to retain and develop their powers into old age
than had been realised, especially if they are offered the chance to meet new
challenges and are not left to sink into a rut. It is also clear that it is often a
loss both to the older worker himself and to the community to cut his work
activity short at a predetermined retiring age. But on the other hand ex-
perience and research also show, both for men and, especially, for women, that
older workers at all levels of skill and responsibility often prefer to ease
themselves out of work before standard retiring age, not necessarily or even
normally by taking less skilled or responsible work, but by working at less
pressure or for shorter hours. The case thus builds up both for more challeng-
ing work and more chance to continue beyond standard retiring age for those
older workers who can use it and wish to use these opportunities, and for more
chance for those who so choose to move towards at least partial retirement
carlier.

Each of these factors has repercussions beyond its immediate area of applica-
tion. If concessions are made to mothers because of their family responsibili-
ties, fathers too are likely before long to make their claim, and rightly so. If
part-time js available for older workers or for women, why not also for men
who are students or bave other non-work interests to which they wish to give
# substantial part of their time? Examples of both these extensions can already
be quoted from several countries.

Taking all the factors together, it is clear that the timetable and oc<:upa.nonal
Pattern of careers is likely in future to be very much more complex than in the
Past, and more flexibly adapted to individ Is” jons. For employing
organisations and trade unions this implies a need to press much barder and

—_—
M P.Fogarty snd R & R. Rapoport, Sex, Career and Family, Allen & Unwis, 1971
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encouragement given to those who wish to move from full to part-time or
into retirement. Whatever the mix of solutions chosen, it is important that
they should be of this positive kind, in the interests not only of efficiency and
personal satisfaction but of social stability. The past has left us some sharp
warnings of the dangers of a massive population of people highly educated but
under-employed.

Secondly, it is important for both efficiency and satisfaction to understand
that the enrichment of jobs requires not only upgrading of the demands made
by each job in itself but the incorporation of each job into a demanding group
process; and an improvement not only 1 the technical and intellectual capacity
of job holders to cope with their job but in their motivation to make the best
of it, their achievement motivation. Thorsrud's experiments in Norway show
how the re-design of working groups can help not only to raise current ef-
ficiency and work satisfaction but to touch off a group learning process which
rases performance to continually higher levels by a chain reaction within the
group itself. The success of this chain reaction is finally established, as Thor-
srud has said, when it begins to produce results which the authors of the
re-design could not themselves have planned or foreseen The work on achieve-
ment motivation of McClelland and tus followers shows how to give people an
internal motivation not merely an external stimulus such as pay or an interest-
ing job—to use their work situations to the best advantage: not exploiting or
in a bad sense profiting from their jobs but using their opportunities they offer
to the full.

Anyone who has worked in a number of organisations will be familiar with
the difference between an organisation that is dynamic and one that is soggy.
The director of a soggy organisation must drag or drive it. The director of a
dynamic organisation rides high on a wave of initiative. Dynamism or sogginess
is a result of the whole structure and functioning of the organisation, not of
any one part of it alone. But an essential and in the most literal sense basic
component of it is the dynamism or sogginess of individuals at all levels in
their individual jobs and their immediate work groups. It 1s this rather than
routine efficiency or even short-term job satisfaction which is the chief target
of job enrichment.

The implications of this extend far beyond the individual firm or employing
organisation. My colleague Richard Lynn has explored in se.veral studies the
relation between tension or anxiety and achievement motivation, and suggest-
ed how this can be related to national economic performance. In 2 rough and_
ready way one might set out the contrasting situations of two types of economy

The Motivated Econom y The Reactive Economy

o react
Strong, autonomous motivation of in-  Individuals and work grgﬂg:m:n -
dividuals and work groups to achieve, ~only under pressure and indu
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Therefore

Ahead of the competition

Profits and investment capacity good
High growth, Jittle inflation, good bal-
ance of payments

Government assists rather than
harasses business,

Therefore
Climate for enterprise improves still
further: upward spiral.

Therefore

Alwz.tys a step behind the competition
Profits and investment capacity low
Low growth, high inflation, weak bal-
ance of payments

Government hard-pressed: drives and
harasses business.

Therefore
Deteriorating climate for enterprise:
downward spiral.

I'leave it to readers to fit the names of organisations and countries to these
cascs.

Sccurity, finally, has a number of aspects, not all visible on the surface. The
cruder forms of insecurity are obvious enough, for example redundancy or
arbitrary treatment by superiors. But there are also subtler forms of insecurity
which may affect even those who are in no fear of losing their jobs or of crude
discrimination. Flexibility of careers means more security for those who wish
or have to switch their careers, but less for those who in its absence could have
relicd on climbing straight up a regular career ladder. Though bureaucracy can
be in many ways unsatisfying to the bureaucrats, they at least know where
they are in it. A network system of management, where work groups and
lines of responsibility shift continually and unpredictably, can be much more
satisfying, but at the expense of greater insecurit.y. As always m hur.nan
groups, it is likely that some who take the lead w1ll enjoy the satlsfacthns
while others, more passive, experience chiefly the insecurity. A wrong choice
or ineffective use of a system of management means insecun.ty _for those who
have to work under it; perhaps in the sense gf losing .thelr jobs, however
humanely dismissals may be handled, but certainly a!so in the sense of con-
fusion and uncertainty about what is supposed to be going on.

For some groups of workers insecurity arises before they come near the jol;‘ra;
all. The question is, precisely, whether thuey ar; ftro be allov:gc}ogz i% tf;;l Are
i i to be allowed free access ;
women, especially married women, cces o5 & -
i ing in mi legal and constitutional rights are
effective access, bearing in mind that . astit : B ot
i i i d public organisations is another?
thing and the practice of business an . N
iti kers who seek promotion, or wi
opportunities are to be left to older. WOT. oX Pr e
egt,;r a new craft or profession, or simply to change ﬁrmst.hhow a}))solu?tei els e
rule of promotion from within? How equal are to b:h ?ol?t)piercmme of aaper
immigrants, or for late developers who did not acquire the 11-1:,. sgcurity papt
from the right institution at the right age? P:Ol'dt;leszrpgg% :inlz o o it
to be cast info the ogter darkr.le.ss, oé tf(;a]sjte vt/?thinnlgaehind closed doors. Their
sign of recession, while the p'nvﬂege T o donm-swing of employment
problem has always existed, is aggravated m
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cycles, and is likely 10 be intensified in future as awareness of the dangers of
unlimited expansion of production grows.

Some of the cruder problems of insecurity are being more and more effectively
tackled, and this will no doubt continue in future; for example by stronger
protection against arbitrary dismissal or against discriminatory employment
practices. But when all the problems of insecurity are taken together, there is
no reason to suppose that they will be less acute in future than in the past.
Specific problems of insecurity need specific solutions, for example measures
to improve training opportunities and the working of the }abour market for
displaced workers of all grades, or measures, legislative or other, to guarantee
more equal opportunity to women or older workers. I stress particularly, how-
ever, the more general point that, as in the past, the best safeguard against
insecurity will continue to lie in powerful and effective trade unions and
professional associations, and in effective machinery at the level of enterprises,
industries or professions, and government through which unions and profes-
sional associations can act.

This is not purely a trade union argument. Looking at the insecurities created
by network or “organic™ systems of certain ig: have
concluded that the answer is to emphasise the individual’s “professional base”.
He has a place in the network of management, but it is an ever-changing one
on which he cannot rely. But he also, especially if he is a qualified specialist,
has a more lasting and in any case an alternative base in association with
others who share his line of work, whatever their place in the management
network. The suggestion is that it will be even more necessary in future than
in the past to emphasise and use this alternative base. Developed purely from
a managerial point of view, this argument underlines the traditional and correct
view of trade unions that the first and best answer to insecurity is not to put
all one’s eggs in one basket, but to acquire through the union or professional
association a separate and independent base of power and influence, to be used
either in the employing organisation or out of it, for instance to promote
legislation. A significant change today is that this argument is increasingly
seen as applying to the ientist, and technologist as well as to the
rank and file, and the reality of this is underlined by the rapid recent progress
in one country after another of managerial and professional unions.

It is important that the rofe of the union or professional associatiop should be
wide enough to deal with all the main causes of insecurity. I s}udled recently
the background to the six months’ stoppage of the Irish banks in 1970, which
provided Ireland with one of its few world records. It emerged that one factor
contributing to the explosive atmosphere before this stoppage—T1 will pot say
the most important factor, but certainly a contributory one—was the faifure of’
the powerful, militant, and in other Tespects efficient Ir}sh Bank Offxcx?ls
Association to come to grips with the business and managerial reYdlunon gflmg
on in the banks and the impact of this on its members’ psychological as well as
materjal security.
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But it is important als “ i "
e cxclusioz g olttt alﬁolthat the ’pro-fessxonzfl pase should not be stressed to
oy inseourity o rllegrC : :]ar:ncis of a}:uon. This is particularly true of thoge for
ity ari Ot 50 much on or out of the job as from bei
cluded from it. Unions and rofessional associati 1 o oy o
more cffective in looking af(crp the interests ;;Otchlﬁgfglsrézgd »:/(i)thb' X Zhery limJCh
ed circle than of those looking in from outside. There will ge a n::'or%ctt?rm—
be fought in coming years over how to deal with problems of ap;arenz: oietro
s}lppl)' of lz}l)otlr such as those alrcady arising from the rising tide of educa:
tion, or which may arisc as the case against racing for further growth begins
to bxlf:. Ar‘c they to be solved by re-excluding certain categories, such as older
men, imangrants, or marricd women from the opportunity to work, or by more
postlive measures? These more positive measures could as T have said include
expanding work opportunity or sharing it through shorter hours and longer
feave and other work breaks. They will need also to include revisions in, for
example, the system of social security and family allowances, so as to blunt
the argument that the standard of living of families can be upheld only by
giving absolute priority for full-time and over-time to their chief earners.

The trade union movement will certainly have its part to play in this battle.
But I do not belicve, on their record in any country of the Ten, that the
unions alone can be relied on to put the case of the excluded or potentially
excluded categories with the force that is required. Nor, of course, can one
rely fully on management. For this is once again the sort of area where
managers, preoccupied with keeping their organisations going here and now
rather than with long-term plans or the needs of the economy as a whole, or
the welfare of particular interest groups, tend to plaX it by ear and avoid
positions of principle, and actions not clearly and immediately necessary.

(i) The sharing of income and wealth

The starting point under this heading is .the simple‘ qbservation that no moder_r:
state can carry out fully its responsibility for guiding th_e economy unlesg i
es and wealth. Whether it calls this an incomes policy
litical taste. The present Government of Britain refu‘ses
his does not in the least prevent it from ha'vmg
ht negotiators in a number of fields

has a policy for incom
or not is a matter of po
to have an incomes policy. But t :
a powerful policy for incomes, whose weig

have felt.
d wealth cannot be confined to measures of
. . . e raebodon
redistribution through taxes or social security, leaving the 111-11tllal d(;it(r:;b:;;n !
of income and capital to market forces alone. Market forces w;:l . Ilnlnzl Juce som”
distribution and rate of growth of incomes ’am.i wea.lth, but w 1;{:3t i;Smade "
they produce depends on the parameters Wlthxn Whmh the maiJl N
operate. To understand why differentials in earnings betweennin B e o
‘uges fi;ms, and occupations are what they are, and why eenag jngthe o
they’ do. it is necessaty to look not only at broad movem
?

Moreover, policy for incomes an
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economy or in supply and demand in particular labour markets but at such
things as:

(2) the limits set to market forces by custom, practice, and expectations about
differentials and about the fair relation between pay for different occupa-
tions and sectors, and the margins of tolerance accepted around these
Timits.

the limits set by oligopoly or by deliberate control of either product or
labour markets.

(c) the assumptions built into negofiating practice in particular forms or
sectors, for example about the negotiation and operation of incentive
schemes. Given a knowledge of these, a current British study shows, 1t 1s
possible to forecast the degree of wage drift in a firm or sector rather
precisely.

current expectations about price and pay increases. In recent experience
it has proved less easy than in the past to predict the rate of increase of
salaries and wages simply from a knowledge of demand and supply in the
labour market, or of these together with the movement of prices These
factors explain part of the increase, but a substantial part remains to be
explained in other ways.

(b,

(G}

One cannot simply kick the market in the teeth. Once certain limits, varying
from country to country, are reached the forces of supply and demand break
through. But these limits are wide, and there is a choice to be made within
them. For a given economy or firm no one pattern of pay or degree of in-
equahty in it is Jikely to be uniquely associated with compettive survival. It is
for policy-makers to choose, with a wide degree of freedom, and from the
point of view either of efficiency or of social responsibility, whether to have
arelatively flat or steep gradient of differentials and relatively wide or narrow
margins b different occupations and industries; whether to encourage or
discourage the use of piecework and incentives; or what rate of wage and
salary inflation to tolerate.

For some purposes the relevant policymakers will be those at the level of the
firm or industry, But many problems in this area can be solved only at the
level of each economy as a whole, or indeed, as where the balance of payments
becomes part of the problem, at that of Europe as a whole or of the \‘mﬂ%
The economics of Keynes and Pigou apply here as elsewhere. Uncoordinate

pay decisions can and do spin upwards into nflation. They can fan out into a
pattern of differentials which, as has been shown in 2 recent enquiry in Tre-
land,¢ people in all social classes regard as me-qu.nable and w:{uld have re;eclt.
ed had they had the choice. In a case like this it may be easier '015“ ;“:mg
change the system as a whole than to leave it 10 de:vxdual del;x;]e; r:gfials nd
unions to adjust case by case; for the employer who changes

H betrend ] nd Socral Rescarch
H Behrend, & Knowles, and J. Davies, Views on Pav Increases (two papers), Economic and Socu

Instieute, 197p,
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right scheme to suit each case does still, of course, remain important, but there
is no longer any question that practicable schemes are available, They include
single-firm schemes and national schemes, traditional schemes to promote
ownership of (as with British Savings Certificates) long-term savings through
state channels, and more novel and variegated schemes such as, in Germany,
the DM 624 Law and a variety of plans set up by collective bargaining, or in
France the decree of 17th August 1967 on employee participation in reinvest-
ed profits. A powerful armoury of schemes exist, and there is today no longer
any doubt about the demand for them. At one stage the pressure for wealth-
sharing plans came largely from employers and the political centre and Right,
and even from these quarters received only minority support. Labour move-
ments were more likely to be concerned with the taxation or nationalisation of
wealth, not with sharing it directly among the workers. But today support
from employers in several countries has increased sharply and a growing
number of trade unions and political labour movements have become actively
interested in direct sharing. The British Labour Party, hitherto one of the most
reluctant in this respect, is now examining schemes of the type put forward
some time ago by the trade unions in Germany.

The motives of the various groups interested 1n policies for wealth of course
differ. But in a general way the driving force has been recogmtion of two facts
about the way in which modern economies operate. One is the speed at which
capital needs to accumulate in them, the massive size of the accumulation, and
its effect on the distribution of incomes as well as wealth. The problem of the
distribution of wealth is not simply an inheritance from the past, to be dis-
posed of at leisure. It is continually building up, and must be dealt with as it
arises. Secondly, there is the social nature of much of this accumulation, A
large part of it represents, not personal abstinence giving rise to a clear
personal claim to ownership by individual investors, but an allocation by cor-
porate executives of corporate funds, derived from taxes or (what in oligo-
polistic conditions is much the same thing) price margins levied on the people
as a whole, and from the efficiency of a corporation’s whole work force.
Given these facts, it has become more clearly understood that it is not pos-
sible to arrive at a socially accepted distribution of personal resources, and so
at social peace, simply by bargaining over income or taxing past accumula-
tions of wealth, There must be policies for the current accumulation of wealth
as well. But what sort of policies are these to be? The questions to be answered
over the next few years are of four kinds.

(@) What for?

Two broad purposes can be distinguished; to improve the distribution of

wealth, including familiarising people with the advantages au_d problems _of

holding capital: and to give them the control that goes with ownership,

especially a share in the control of business by way of employee sharcholding.

Is the purpose of employee shareholding to distribute wealth or to obtain con-

1rol? The practical implications are very different. A small investor, planning
Pl .
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the optimum use of his :

his interests. He will in I:xir)s’o:;:crf:;:trics’kwm oually be. advised to spread
?n\;cstmcnts as his advisers indi~catc; andousnglyu;:;n wfill?xll)}ief,e: I:d totswitch
individual, ar at most as a member of a voluntary club. If et Hand the
purposc of employce sharcholding is to build uy n omploy th? other hand ihe
of shares large and concentrated enough to obtiiilnaer;ilg:lci)zziths?lrﬁi ?nb?Ck
lro)‘. or at ]_cast to focus employees’ attention strongly on the profitabilit Og-f
their own f}mx. it is likely to be necessary to limit employees’ freedom toydis
posc o.f tllfrxr shares, and perhaps to focus their voting rights through a trust o;
other institution. My own judgment would be that a share for employees in
control. and an active interest on their part in their firm, can be obtained at
least as well and probably better by other means. The primary objective of
cmploycc charcholding as of other policies for wealth should therefore be to
optimise the distribution of wealth, not only by multiplying small investors but
by encouraging them and putting them in a position to spread their interests as
effective small investors should.

(b)y For whom?

1t would clearly be unjust if employees in profit-making business, and
especially in scctors where there is heavy reinvestment of profits, received
over and above their pay 2 share in capital such as would not be available
to the staff of public and other non-profit services. The question here is
of ways and means. Is the answer to transfer part of the capital available
for sharing among the employees of profit—making business to a trust for the
non-profit sector? Or to issue shares or capital certificates against the self-
invested income of those public concerns which have any? Or are there other

alternatives?

(c) Individual or collective?
Policies for the wider ownership of capital will always be concerned largely
with encouraging individual ownership, for example of houses Of personal

savings. But often there is a choice between promoting individual, cO-

operative, of fully collective ownership. So far as work-based property is
concerned, this 2

rises especially over the ownership of pension funds and
of companies’ capital. Pension funds can be cont.r(.)lled by employers, by an
independent trust, cooperatively by a fund’s participants, oI under collective
bargaining. They

can incorporate varying degrees of individual cho'%ce aver
contributions and benefits. They can simply pay pensions, keeping any
ssets in the hands of the fund; or

t
underlying capital 2 they can tun:\dovleri rf)ara1
or (as in the scheme to which I belong myself) all the assets underlying

pension t0 the pensioner himself. Companies’ c(:i?;{i(tlal ;crgpsferr:d io ‘tvhl;aeg:;'?eor;
i 1 t at their individua isposal or,
ship of small investors can be pu o et
i in indivi » names, can be held and administe «
not registered 10 individuals’ names, s o
ments have already ma

d. A number of trade union move :
t&'lt;stt iflu?he case of companies’ capital they prefer transfer to @ natlonzllrstéﬁzi
fund—or more than one fund, to avoid monopoly-——rather than to P
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ownership. If and in so far as companies’ capital does become transferred to
personal ownership, the further question arises: how fast is it safe to move
towards completely free personal ownership, bearing in mind the need to
educate new holders of investment and to avoid the dispersal of capital?

() How far and how fast?

In the past, policies for a more even distribution of the ownership of capital,
especially companies’ equity capital, operated on a modest and marginal
scale. With the new and more powerful tools available today, for example
the technique used in the French decree of 17th August 1967—perhaps com-
bined with the British Liberal Party’s proposal to require companies to buy
up and transfer to employees a small percentage of their issued capital each
year—it would be possible within a generation to convert all large and
established business into something close to Yugoslav communes, or if it
were preferred to leave small investors free to invest where they like and to
spread their interests, at least to make them by far the most important element
in the capital market.

There need be no reason to fear that a shift in the capital market towards the
small investor will lead to a shortage of capital. A very substantial part of the
saving credited to small investors will continue to be institutional, and could
well turn out to be not merely maintained but increased One classic and, to
the investor, particularly attractive form of small saving 1s contnibutions to
funded pension schemes. It can be shown that this source of capital by itself
is capable of enough expansion not merely to supply the capital market but to
over-supply it. There is no reason to suppose that crediting the value of
ploughed-back business profits to small owners will reduce their volume, and
there is some evidence both from classic types of small ownership, for exam-
ple in farming or shopkeeping, and from Yugoslav communes that it might
lead to a demand to increase both profits and investment further, Nor need a
shift from highly concentrated to dispersed ownership prejudice the continua-
tion of a market economy, whether in 2 capitalist or, as in the Yugoslav case,
a socialist form. I treat the Yugoslav case as one of widely dispersed owner-
ship since, though the assets of a Yugoslav enterprise remain social property,
the right to the profits arising from them is transferred by law to the members
of the enterprise.

There remains the question: given that a revolution in the balance between
concentrated and dispersed ownership is now possible, how far down that road
do we in fact wish to go? If the answer is that we wish to go a long distance
that way, other more technical questions arise about the way to operate a
capital market in which the small investor predominates. What types of in-
stitution, for example, will then be needed to ensure that the shareholder’s goir}t
of view is effectively brought home to managem.ents, seeing that the indi-
vidual small shareholder is unlikely to be able to bring influence to bear except
through disposing of his shares on the market? How can stock markets be
better organised to meet the needs of the small investor? At the level of
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Europe as a whole i ill arise ab

urope as : uestio i

e oo ol y q 1ons will arise about how to deal in the case of com.
an perating internationally, or of “European” companies, with differig
* H y

nauo?n! x.mcs about the dispersal of ownership. Harmonisation, or at Ieasgt

c}oon ination, of thcsg rules is of marginal importance so long as the impact of

!( 1¢ rules thcmsc!vcs' 1s marginal. The impact that I am envisaging here could
e very subsm‘nnal indeed. But the first question is the crucial one. We cap

have a rcvoleu.on in the ownership of capital: do we want jt? My own answer

would be decisively “yes™,

\\"hmcv?r. the course chosen, it is clear that the profit and investment plans
and policies of enterprises will increasingly pass out of the exclusive responsi-
bility of owners and directors and into the area of bargaining and political
dcecision, whether at the level of the enterprise itself, of individual countries, or
of Europe as a whole. There is a case for recognising this by moving from
traditional profit and loss accounting, in which profit is treated as a category
apart and other types of income—wages, salaries, contributions to taxation or
community enterprises—as costs, to net value added accounting in which all
these catcgorics appear as shares in an enterprise’s net income after deduction
of payments to outside suppliers of materials, equipment, and services, and all
had to be planned for and bargained over on an equal footing.

(iti) The sharing of power including the role of the chief executive and
the question of company objectives

1 set out here from the conviction that the four general conditions with v'vhich
I began this report point severally and collectively to two trends. pne is to-
wards a further growth of participation by employees at all levels in control-
ling the conditions and decisions under whic%:\ they work. The .ot.her is tovya}rds
basing participation not simply on consultatlo.n'but on a realistic fecognxtloné
use. and institutionalisation of power. The rising demand fqr dlversn.y an
choice and resistance to standardisation and burea.u.cracy Aobv1ously' pomtsl':o
the further growth of participation. So do§s the.nsmg agcent on the q;;;lity
and especially the human qualitylol;f hvmgz dxnlgll{t;;i;nt% té): ll;:sgshta ;?1 Eﬁfﬁdy u};
: icipation. People are as I have said liX .
;degél rotiff iy the argul;nent that materi'fll eiéflcle.ncy must ctohmtta %rSt;natIl])i ;l;ca::
participation should be resisted because 1t'm1ght mte'rfe_:re.e with it. Fro .
s are unlikely to diminish it follows that the

i jon and conflict
B o om parti ikely in future to be at least as heavy as now, and

accent on participation is 1 ’ bargaining and legal
. vy haring power by way of bargaining
very possibly mote bexwy, Onfcs)r upxsafd harmonisation is likely to imply, as

ion. And the pressure har ; c ,
:te %:satzl;rzady done iI]J‘.l drafting the constitution of the “European” company

. g telv 10
that innovations and advances in participation in any one country are likely

be taken up rather quickly elsewhere.
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which is likely to apply still more strongly in future is that it is a mistake to
treat forms and problems of participation separately from each other or to
argue in terms of either-or. It is a question of system-building, of designing, in
the admirable German phrase, the “works constitution” as a whole, and of
finding room within the works constitution for elements which could be contra-
dictory, but if handled rightly are compl y. It is not a case of national
or industry-wide bargaining or plant bargaining; as I have already argued, we
must have both. It is not a case of voluntary or statutory procedures One may
argue about the balance between them, but it fs increasingly clear that here too
we must have both. It is not a case of representation on the board of directors
or through a works council or through shop stewards and plant bargaining, nor
of choosing whether to have board representatives from within an enterprise
or from outside. As I argued in my study of German company law and co-
determination. “Company and Corporation—One Law?”, what has made the
German systems of works representation so effective is the multiplicity and
interweaving of the channels of representation used in them, not any one
element alone. In the early years of co-determination 1n Germany it appeared
that this was instinctively if not always clearly grasped by rank and file
workers, who cut through legalistic distinctions and tended to attach the label
Mitbestimmung to the network as a whole.

Nor, again, is it 2 question of loyalty to the enterprise or to the union, whether
this be raised from the angle of the firm worried about union intervention or
of union officials worried about overweening works conveners. What ex-
perience and research indicate is that it is precisely those workers who are
longest and most actively concerned with works representation who tend to be
outstanding for their loyalty both to the union and to the enterprise. Nor,
finally, is it a question of peaceful collaboration or contestation. Collaboration
is unlikely to be whole-hearted and confident unless it rests on the foundation
of mutually recognised power. But equally, a power struggle and relationship
which does not lead into peaceful collaboration to solve mutually interesting
problems is sterile and destructive.

1t is useful to think of the areas of power-sharing which will need attention
over the next few years in two main blocks. One is shop-floor and enterprise
participation, including control over “economic” decisions at board and lower
levels, and related questions about pany objectives, the role of chief execu-
tives, and managerial unionism. The other is vertical and horizontal integrfnion:
the link between participation at lower and higher levels in an enterprise or
between the enterprise’s various units: between participation in a holding
company, national or multi-national, and its subsidiary enterprises: or be-
tween bargaining and other participative arrangements at the level of com-
panies and enterprises on one side and nation-wide arrangements on the other,
including bargaining over national incomes policy.




A~—Shop floor and enferprise p

articipation: contro] and th
' : e
exccutive Manager

In thinking about future trends in shop floor and enterp
useful to distinguish between a large relatively uncontroversial ar
there are established national customs, a mild convergence between
4 steady trickle of evolutionary improvements, and a ring of su
tssues which are cither unsettled or strongly disputed.

rise partici

Till o few years ago there was a sharp distinction between the s
represeatation at this level in Britain and Ireland on the one hand ar
on the other. aggravated on the Anglo-Irish side by a Channel fog
rance. The Anglo-Irish system rested overwhelmingly on collective a
in matters of procedure as well as substance, and on representation
dure as well as substance, and on representation through the union—i
notably through shop stewards, in Ireland still with the accent on t
official—rather than through works councils and similar bodies, The

of such works councils as existed were usually in principle consultai
kept clearly distinct from the exertion of power, the business c
ncgotiators. There was little interest in Board representation. The char
the Anglo-Irish industrial relations system was overwhelmingly vc
Statutory authority was brought in only to fill gaps, for example to fi
in weakly organised trades, and to promote and encourage rather

regulate. The role of labour tribunals and statutory enquiries was strictl
cdt White-collar workers tended to be unionised in the public sector, b
little in the private scctor; in the case of managerial grades, scarcely at
industrial relations systems of the Six differed considerfabl){ from one a
for cxample as regards the basis of trade yniop organisation, thg role
union in the plant or the interest shown in different cguntr1e§ in en
representation at Board Jevel, buE tend.ed- as a group to dlffel’:’ stgl {r;o;
these respects from the systems in Britain an.d. Ireland. (".)n both side
channel there was a growing interest. in mchvxdual.rnotxvatlonka;.3 v:c:
design of work groups, and generally in humz}n relations at wosﬂi l;ﬁ(
mand was often alongside and sometimes in competition wi do'n
presentation through unions and works councils rather than geared 1

there is a marked convergence all alf)ng .the li
s a new accent on the role of the union in the

and more rejuctance to let the un‘ion disappear fromCi;rsxeer:egg:;dbs;
works councils and similar machinery. Worksb couzil Is are not oo
emphasised: rather the contrary. But there has een1 B o I
of two-channel representation such .as~has bee;;‘x. usual0 i s’ide e
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two channels, that at least they should be operated by a single bady of people,
the shop stewards who are the workers’ real and effective representatives, On
both sides of the Channel an interest is growing in building a link, on lines
already developed in Thorsrud’s experiments in Norway, between trade union
or works council representation and the movement for autonomous working
groups.

Britain has been given in the Industrial Relations Act of 1971 a much stiffer
Tegal framework for industrial relations than in the past. It has acquired a set
of labour courts, and the Act of 1971 permits, though jt does not require, the
imposition on firms and industries of statutory negotiating and consultative
procedures, There is a new interest on the political Left, not necessarily in
Board representation, but certainly in stronger representation of workers at the
points at all levels at which key management decisions are taken. There are
inereasingly strong white-collar unions. The fog of cross-Channel ignorance is
rolling back, and not only the trade unions but bodies such as the Institute of
Personal Management—notably in its 1971 report on “Workers’ Participation
in Western Europe™—at least take the trouble to find out what sort of pro-
cedures operate beyond the sea,

The degree of convergence should not be exaggerated. The industrial relations
systems of the various countries of Europe keep their own characteristics, and,
as 1 have already argued, will continue to do so. Nevertheless convergence
between them is going on, and will go further. So too will evolutionary changes
in them, such as the growing interest in autonomous work groups or the recent
revision in a number of countries of statutory rules about works councils and
workers’ right to information. In areas like these the problem for the Com-
munity’s institutions is simply to help evolutionary processes forward, not to
impose a direction on them.

Meantime, however, two other areas stand out as centres of controversy where
common assumptions have still to be established. One, with which I d.eal under
the next heading, is the relation between shop floor representations Plus
autonomous work groups—‘shop floor power”——and representation at the high-
er levels of the multi-unit or international enterprise, as well as of the mcllustry,
the national economy, or Europe as a whole. The second is the'quesuan of
contro] over the general policies and “economic” decisions pf directors and
Managers, whether on the Board or at lower levels, along with rel.ated issues
about the role of boards, chief executives, and the senior executives immediate-
ly below them.

The second issue in the second case is the relation to the executive manager,
and especially to the chicf executive and enirepreneur, of control by any oi
the interests involved in a firm, including shareholders. One should not forge
the admirable words of the Jenkins Committee on British company Jaw, dis-
cussing proposals for shareholder democracy:
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strain and improvement of the working environment, the personal and career
develop of bers and improvement of local employment opportunities,
pravision of social services and contribution to local amenities and local and
regional development, or simply technical and scientific achievement or eco-
nomic growth as ends in themselves.

But there is no incompatibility between these two findings. On the one hand a
commune, or a non-profit enterprise in Western capitalist economiies, has stift
to earn its living in a market. It must at least be able to meet its outside
commitments, and so to avoid a loss. If it wants more resources for these other
objectives, it has to earn enough surplus to cover them. And on the other hand,
though there are groups and individuals within Western capitalist enterprises
for whom profit is the main or even the sole objective, they are likely in to-
day’s conditions soon to find themselves in trouble even as profit-makers if
they forget that an enterprise is a plural society, and that other groups will
collaborate only if their objectives are provided for as well; whether these
objectives be external, as with pollution and the environment, or internal as
with job security and enrichment. I said earlier that my impression as one who
works in management education is that, just as behavioural science and quan-
titative methods were the theme of management education in the last genera-
tion, so the social responsibilities of business will be the theme of the next. It
is not by accident or out of pure altruism that this is happening. Society is
imposing new standards on busi and both and

education reflect these. The West moves towards social responsibility without
abandoning profit and the market, while Eastern Europe moves towards the
market and profit without giving up its socialist objectives.

It would be hard today to argue seriously that sharing the ultimate control of
an enterprise with employees is incompatible with the rights and use of private
and decentralised property. Onec of the oldest traditions of the private sector
itself is the partnership into which one member enters on the basis of his
capital and another on that of his work and professional skill. Nor is a share
for employees in “economic” control incompatible with an arm’s length
relationship between a union and management. We now have working formulas
showing how the two can be reconciled. This seems for example to have been
very successfully achieved under the British Steel Corporation’s plan {or
employee directors at Product Division level. There are formulas for maintain-
ing unity of a firm’s directing authority while also incorporating into it, or
bringing it under the influence of, employees as well as shareholders. Germany
has chosen to combine a representative Supervisory Board with a unified,
professional, Executive Board, The Netherlands have preferred a unified, self-
coopted, Board of Commissars, but with a right for employees as well as share-
holders to propose or veto candidates for cooperation. And there are successful
examples from several countries of how to build Board representation in to the
whole network of rep jon of employees by works jls and unions,
and to avoid leaving it to hang isolated in the air.
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What then is miwi
: I nussing—what are we ine : ;
clements of 4 ot r'u;;u\\gfd\xsl;utt}ng about? 1t is not that we I
. i , athe sorthons pe ire
cach country or industry. It is that, wh *r(-'n: timm(}l t‘o o ireumstag
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)i !x:g N and exeeutives has been thought through and workci out in I;JJ
over generations, in the case )
§ . ase of cniployees' share | i
o ! Yees tn the final j

» o et ' cont;

1§u\nt) of enterprises the hecessary constitution-makine js only now ¢
:zm;r' way, Qn!_\' one country, Germany, has a really Llon" and subs:!
1 mo.n m lh:c‘ fxc?d. Fhe first concerted, all-BEuropean, cffogz‘t to agree
eRteTPIINe constitution mcorporating this clement has been the dcbatoc ov
‘lAumpcfn company, and even this was confined for the most part to th
lh-{ mmn task facing us in this area over the next few years is not to co
busic fesearch and experiment. nor to debate principles, For the reasons 1
a;w;zd_y ndicated, we can ke it for granted that the demand for an effi
\2;1-\ ’ . ey LS > ™ 'v\\ »e H 3
v‘l\'!}}:\{: \;:.LA h.n.zl control of Lnu‘rpnsgs will continue and increase, an
mve by this time a pretty ‘goad dea of what sort of arrangements for
purpose m{l. be \n‘c\rkszlc: The problem now is to assemble from the eler
already avatlable a constitution te suit cach country and, if necessary,
UaN,

I do not want to minimise the difficulty of this: of doing justice both tc
complications of this sort of constitution-making and to the circumstance
diftferent cases and the difterent interests involved in them. But at least th
now a practical, down to carth, task, and it should be possible now to
awayv from the barren exchange of unsupported generalisation and coun
generalisation so common in this arca o the past. Towards this next stage
practical achievement 1 contribute half a dozen rapid-fire points.

() We can today assume a better understanding than in the past of the
of an exccutive and of the conditions necessary for him to fill it. He need:
be more of a politician than in the past, one who has insight into and .
reconcile the various interests involved in his enterprise, and can lead thron
participation rather than dictation. He is also more of an employee, one v
peeds the support of his own union. In these days of mergers, sharehol
fevolts, and sudden redundancy, 1 would not exclude from this even manag
directors. But he still has and is by now accepted on all sides as having
<ame two basic characteristics which he always had. He is, fir§t, a member
leader of a monagement team, not a representative. His :‘appomtment may
approved by spokesmen of this or that interest, but that does not Siakg hm]
representative. The debate over the role of the labour c?uector‘ in the ‘xerr’;
steel and coal industries has been particularly USf:ful in clanfymg this. ’
labour director is now accepted by all as primarily an executive w}xose c
pointment is subject to special formalities, a.nd not primarily as a uqutzh gal‘
Like other exccutives, he serves the i‘;uerpnseEi feolt il??c: tgl;ﬁ \lj:)tf{::z ;:ntint
¢ ily, and not less important, ta¢ execx.l > 11k ‘
tt:]x(:cs;((i:?;p}};crc of individual autonomy, limited neither by unnecessary Iu

and directions nor by comuittee government.
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(ii) The idea of a Supervisory Board js essential to the right relationship
between executives and employee or other representatives. If these representa-
tives are to have effective control they must be able to keep fully informed,
to call in key decisions for their consideration, and if necessary to act to
remove an executive, but they must not have the right to impose committee
government on him or take away his necessary autonomy. But the actual
mechanism for applying this idea does not have to be a Supervisory Board,
even at the top level of an enterprise. It can be a negotiating committee with
the union, a staff board, or a works committee, provided that whichever of
these is used has appropriate and strong enough powers. The structure and
function of boards vaties from one country and enterprise to another, and so
may the actual machinery for participating at board as at other levels.

(1) The British trade union movement rightly insists that employee control
over executives’ actions and “economic” policies is not only, or even perhaps
primarily, required at the top. A good example of what they have in mind is
the British Steel Corporation’s introduction of employee directors at Product
Division level. Looking in one direction, there is a case for applying the idea
of a supervisory board or of employee directors of the British Steel Corpora-
tion type down to the level of the individual plant or even department. But,
equally, when one looks not downwatd but upward in any enterprise, ex-
perience shows that there is no level at which employee representation ceases
to be relevant. It is hard to take seriously the objection of the Union of
Industries of the Buropean Community to the introduction of a works council
at holding company level in the European Company, on the ground that it is
“inconceivable” that such a council could carry out “important and reason-
able” tasks on behalf of workers in the group of companies controlled. It is
precisely the major decisions about the deployment of resources, the trading
relation between subsidiaries, and the criteria of management success which
are made at this level which are likely to have the most far-reaching effects for
workers in the subsidiaries and countries which they affect. There 1s no escap-
ing the fact that the top level of a company is not only the place where many
key decisions are made but the final court of appeal in the case of decisions
lower down.

(iv) I cannot repeat too often that employee representation at any Jevel, and
with whatever degree of control or influence, must always be thought of,.nol
in isolation, but as part of a total network of representation usmg various
hannels; union machinery, board repr ion, works ils, or wh

they may be. Board representation does not cease to be relevant merely be-
cause it is inevitably remote from the ordinary worker. It is a powerful su}:ple-
ment to other forms of representation, but has its full usefulness onl}.' if ef-
fective transmission belts link it to other lines of representation both at its own
level—through the union—and lower down. As the Biedenkopf ?omnyssan
tightly recognised for Germany, there is everything to be said for including in
the team which represents employees at board level both representatives from
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tion, or direct membership of controlling bodies must cover them all, and in an
integrated way. That is the principle, and it is no more than obvious common
sense. The problem is to apply it. I distinguish again between aspects which
may need hard work and tough bargaining, but are matters of straightforward
evolution from past experience, and one major aspect which calls for decisions
of a sort not yet generally accepted.

In the first category I include all aspects of integrating systems of participa-
tion within the enterprise; the integration of autonomous work groups with
shop steward and other representative systems, the link between shop floor and
plant-wide or company- and group-wide representation, including representation
at the top level of holding and multi-national panies, and the linking and
balancing of the repr ion of units at the same level of each enterprise.
None of these is easy, whether in a capitalist or a sociali y. There is
room for strong disagreement about methods. There is a good deal of innova-
tion going on, and iderable shifts of emphasis; towards shop floor power
and company-wide bargaining, away from the more generalised type of bar-
gaining found at industry-wide or regional level. But none of these aspects of
integration raises any principle outside and beyond the established practice of
collective bargaining and other forms of representation, and for all of them we
have at least some models to work from. The problem is to extend and develop
existing practice rather than to break away into something wholly new.

When for example I read a paper by Mr. Charles Levinson of the International
Federation of Chemical and General Workers’ Unions on bargaining and
participation in the multi-national corporation, or follow other work of the
International Trade Secretariats or the ECFTU, or the debate on representa-
tion in the Buropean Company, I recogmse, certainly, that here is an under-
developed area of participation in which much work remains to be done. As
the British Trades Union Congress noted in its 1970 report on International
Companies:

“As yet .., international trade union coordination could not be said to amount
P C w
to 2 major countervailing force to the multi-national corporation.’

and, as regards:

“Presentation of internationally agreed bargaining demfmds to international
Companies as a whole, and coordination of tactim to realise these ‘r‘!emands e
In the world as currently organised this .. . is a very long way off.

There is a mass of work still to be done by unions and employers. Inter.na-
tional institutions, in particular the institutions of thF Eurogean Commuﬁt‘)i'-,
have still to build a code of good practice for industrial relations at the m e
national level which will stand comparison with those now taken for gran 'fh
in individual countries. Some of the provisions of such a code Tlvgvht’r:::re
advantage be taken from the field of company rather than labour law.

205



e = .
Ay d S e Je e em A
oo h =3 A A . ey —
S Ll ITSETI2 D2 2T PNy LR et duindi: S S ool S sy
- et e DTS TIITIOINY
C. -~ g — o - ——v— - " g = =
2 Cormzn Come ¢IoLvR SIS TInTTee g BaTIET ——
e . < -~ v W SUT B LTI o
et ae s . - . . . - - - -,
-~ OGRS RN Ar s ATy oy o S T o 3 - - " - ~
TEIT I v skares i W Omrany [Ty POt ermremam
- : 2 -~ SR =ty L L AR A v Y
o e e e ———— e T . - -, nd - s
iy n5T STITTIm A T o T v Yer remams el s et -
P ——— ———— : » > R T - P
o —ser U010 STETSEIUIIS wIT e oo
- - . -~ ~ b v -
ToLsloomoany, partsulanly rorzirmad et ey Ient The =
z AL Ry C M e e L QLT S LTI f o s e
T - ES-onry SETIIOUD
Lt i e e T LR T UUHIp - -7 S -G o — ‘,,
Tmte “ .- o -~ 2w 2 e =% = = g
e st Bl et o« e e - N oD DT NI T E o O e
- — a Sl et

v - - -

Wl e ey ywwa ] m s w e v e e g a4 ~
e » A v R oot T s el T ST SRR iy o S T ol mmm® . .
re b M e PRND L TS IS OSSO T T .s.:_.‘ e e
—— — P e SNSRI —en ¥ ST

- . . .

e pem amle yeum e Py - - N W, 4 o

' > v o T —ta e = - . .

PUT I Gl 3w A oo f= 2t ool Bimrsites atans oo
e et - =

- - - . .- -

— A e . - e - - -
~ - oy o St i I I A Mot i o i g L

— — e L e,

PR A R tivae ma el T e O — =
Vs Ay e a on e ~ - - — AR L DCRDIREI By A Jugte
P - - - . . - -
LS PR % v mams o m W LT ¢ kg e . P — ot g
R 4 - > Lt i i e bl e T et e TR SO
3 oAb . . - = - 3 - " e mmr——n e T
N - Al e T L L e B e A e b USRS '3..‘
. L~ s e s
- m & T e e e ~— - .
coa LLItg S s Glen OO0 &3 T80T WD
. ~ .« e -
A Ty - LR P e Ut U, A, A
- [ERm - —— — P AR R - T
RIS .n % - ~ ~ -~ - -
T T Tomyes @A va S osay - e ememaWw am AT e
S QLT 8 ZEVE SOVIL STUDSSSSILYV LS TTUIES Qo /-
al o vt e STal — < s
vor -t v— e ] Tl I e L G RO, ~=
~ . Sh e P Bl e S B N g W i

- - -
SN s s wne e e R ety e WA D ey

- . . - .
am tm s P men v S s vy e s
= B 2 3 2 T3

P - k - .
R O N o T SOy (CHNE R it U W e Nden Mo v s e W W T
P S NI TE SR T SN
AL R T a S P . X5, .o
SIS ST ST MmO D s O WIS L0 CTE
Tihors 2 Fiffrmsme med cmrssh o savahiae meqRTsm— solisc it ocyEs rEcUo o the
e D200 8 LT UNUL St dhovin A v Babaifs e 2 P IO e a el
*

—— e o yeron T
- LSNPS

w2
P~
A S d

-~

PRI

e e -
ves 85 me- SSLTTETT
- a3 -

el e
" es ™
Lentwma™ s At e lad
aichbutcRugt-s

{‘"‘“ Y. ‘

R,

-
- -_- * = - r———

R e ol B S et =
- I} b S ! — e W W ot Wedann

- -
- % as Eadhe Vil P A e i 2 b aren]
-~ ‘-.:.- I —mTT e, " ‘,—‘k_ - .

.
pe s —— s oy N - - -
T OWDSID SITDLOVEDS WIS U Lp

-
- - - o —— TR .
o g TN T P @ e P oS o e e
L.‘.C....v... [R Ay R —_—< - - - w_w
- - - - Za? T e e ‘\. A - A e T T
el gyt C» :‘7-:"": hchadel SQ““ R N SR SR DRI ORIy 2 — o el
e -t P =} e e W e lm— - -
hadapetciil boi - o - L g
N T p ot s sy —3 Ratnes Py
s O ST T Q (LI N Y gl X e e
TS - - i ;g h o i e
! Lo e . -
———

- - - - = ———
ol ———— — - B s -
Fe—~z = Q7 TEAIC S

&
< —— v,y o S — ~ < -
Cowp tRalr Hoes ta s $-SaSomz < =
W LoD s — - - - N e e
e R 23 L shae mazs FOr DO DTIITE &2 ~OVEIE.
K <Sons wod L8 iER 23 £00 Z o
1TC2T COToIIInE WUALC s — -
' —a - 3 s o - - gy -
Tl fmaomas polow smods I CIRT COTEEASLSR
Lo - - —3 ] IR ey = TC < o7
ngulecurded c o e - By
SRCIZlY GU EIEIEISE ¢ =S B F S
Ny o Ty e Yo ~TY s SR ARt
Yo pssrmodons of ordingTy ColthvE DR
» —r—— A
b .4- ) - -
eaanta Rl ate N g &
Same TS BT -
TTEL ETIT TN
- - .
- T e e P T moase oo c
e STTT.IAI S = [t C -..
~ =& - -
~r— 2 Ty ¢ . AT P e T
™ o : -
toxe gocorz: o &l ioe PSS O m—+
S b - & -
——, < e - & Tem
S o T memz (S pamwetmenT 2 ey O TOO =
ezl pOnlamms O PEITITET 50 =
. A pin. - - = 2 -
< ST me—m s i S OEECEY
rma oI QRS QI IDTOIIEIS ALt =
Ly —— . ~
A < s —— = v~ i .p.‘
S 3 pmodoe o 0TIy DOITF L4
2 — s = 4 R A A e
thar PIOTE. I Daernsiss - =
— iy — S =1 =4 ~Tom T
bl 4 T - Sem Sy a=m= AW S » =
r=Taxg oT0OIT LT, CII S, S oW A =
- e ntoend e e g% WRCES. -
3 ‘ ore TeSU ZIEC & <
rostod OIS GIR TEgTIIEC &% W 8 =
£




comes policies have arisen particularly out of concern with the overall, average,
increase of incomes, but cannot escape being judged on whether they do or do
not help the low-paid or favour the rich. Except in a time of extreme national
crisis, they can hope to succeed only if associated with an overall climate and
policy for social progress. In the past I would have said “for growth”; but, for
the reasons I have already given, that particular lubricant is likely to be less
available in the future than in the past, at least in so far as it refers to enabling
people in industrialised countries to consume more physical resources. An
incomes policy has to be all-embracing, differentiated, and detailed enough to
take account of a great variety of circumstances in particular occupations and
groups. It has to be felt effectively at all the levels, right down to the individual
enterprise and the shop floor, at which significant decisions about incomes are
made. Yet at the same time it has to be simple, easily understood, and seen to
be based on clear and generally acceptable principles.

Apolicy as many-sided as this must depend heavily on the support of employers
and workers, for only the people in each enterprise and occupation have the
knowledge needed to apply the necessarily broad and simple principles of an
incomes policy flexible enough and with enough attention to local circum-
stances. But an incomes policy cannot be left to employers and workers or
their unions alone, for it too often clashes with particular employers’ or
workers® interests. It is concerned by definition with balancing claims against
the resources of the community as a whole, and employers and unions, even
collectively, let alone individually, have neither the motivation nor the breadth
of vision to do this. The Government has therefore to appear on the scene, not
as a detailed regulator, but as a third bargainer and to use its power, on behalf
of the community, to insist that unions and employers shall play their detailed
part in incomes policy in spite of their reluctance

This is the essential point which has emerged from the experience of incomes
policies in a number of countries: that the Government's relation to the other
parties to incomes policy must be both a limite.d and a bar_gal{uug one. It
cannot be one merely of persuaston, nor of detailed and continuing compul-
sion. Persuasion is too weak. Detailed and continuing compulsion can be and
bas been made to work under the Stalinist type of socialism. In a market
economy and a democracy it is simply not acceptable, except in short pert ‘.’d;
of extreme crisis. There remains only the possibility of a relationship in whic
the Government bargains with the other parties, on the same basis as mra.n Y
other sort of collective bargaining, for their cooperation in carrying .outlfp Ov:,c}igi
which the Government ought not normally to carty out in det.ml itself. e
the Government wants is the agreement of employers and “m‘;f's’ z:t ii fine
levels at which significant decisions about incomes are made, first liey, and
and accept a set of broad and clear principles about mc?n}:ml:) llvfyélirec(
secondly to administer the agreed policy in detail, with 2 misifar 0 FEEC
intervention on the Government's own part. What it bas to] 1 tiat the
agreement is to convince the other parties—again at all Jevels—
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Government has enoy
_ ‘ gh favours to grant and enalties to i
worth while for them to rcach this agrcementf) freaten to make i

A pam.culnrly cffective type of argument is likely to be for the Government
to convince the other partics that in the Jast resort it can and will itself enforce
a policy, tho.ugh crudely and on lines which employers and unions would
prefer to avoid by handling the policy: the more objectionable, in a sense, the
better. Ordinary collective bargaining depends on the availab’ility of a s’trike
or a lockout as the ultimate deterrent; it is to the advantage of all parties that
this dcterrent be not used, or at least not used too often but it must be there.
The Government too needs for the purposes of incomes policy bargaining to
equip itsclf with a set of strong bargaining counters.

Governments can if they wish mobilise a whole armoury of inducements and
deterrents. The impact of some is general, at the national level. At the end of
1970 the Irish Government broke a deadlock between employers and unions,
and made possible a highly successful National Employer-Labour Conference
Agreement against inflation, by bringing in a Prices and Incomes Bill on lines
highly unweclcome to both sides, showing that it meant business with it, and
then withdrawing the bill when the deadlock broke and agreement was reach-
cd. A wage freeze is another very useful threat. There can also be bargaining
over a Government's own fiscal and social policies.

But more detailed means of persuasion are also necessary, for the practical
problem of incomes policy is less to get a national agreement on brc?ad prin-
ciples than to stop individual industries and enterprises from brea}kmg away
from it. My own favourite scheme is a heavy tax on the wage bill, payable
partly by employers and partly by worke‘rs, with exemption or repayment for
enterprises which can satisfy an appropriate employer—uqiop b.ody, or in t.he
last resort the Goverpment itself, that they have kept within incomes policy
norms. It is of the essence of the plan that the onus qf proof should be, not on
some outside body to prove that an enterpf‘ise has vwlajlted the norms, but on
the enterprise to satisfy the guardians of incomes policy .that it has kepthto
them. But there are many other weapons available, some flsca!, some‘of other
kinds. Overpayments can be disallowed‘ fgr corporation tax, prices or mceng:;&i
carnings can be limited by order, subsidies and tariffs can dxsa%pear, go;rum-
ments decisions and services from governn;?t n;lepgaort:;;ﬁz ec;n Aeglg:;:;m nt
delayed, government contracts can sudaeniy go ¢ . '
:gllxych is geterx%ﬁned to use jts bargaining power will find tht;t it hasdnloe;;c;}: ct)(f
cards in its hand, provided that it organises itself to use them an
the doctrine—his methods were

e. There is admirable sense in . .
f;:sy a?t]r"::ctgii?—of a French Prime Minister of seventy years ago: the Republic

owes justice to all, but favours only {0 its friends.

nceive how a European fiscal and monetary

: i it i to co 2
I said earlier that it is hard et incomes policies covering all the Ten. It

union could work without a networ
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is a matter for consideration, not only how the European institutions can best
help to bring these policies to birth in individual countries, but what use they
can make of their own considerable and growing bargaining power to help
this process along, particularly by intetvening in decisions relevant to incomes
policy which may be made at European level either through employer-union
bargaining or directly by managements,

HI—CONCLUSION: TASKS FOR THE EUROPEAN INSTITUTIONS

The field dealt with in this report is one where action, even if coordinated or
harmonised, will remain largely at the enterprise or at most the national level.
The role of European institutions, public or private—of UNICE or the trade
union bodies at European level as well as of the Commission—will therefore
be largely, as I said earlier that of the gardener who helps a hundred flowers to
bloom, each in its own style and place. This role ought not to be under-
estimated. Some of us late-comers to Europe may be better placed to appreciate
this than long-established members of the Six. In the British Isles we have
experienced lately a remarkable imp of fresh stimulation and of win-
dows opening, simply from having actually to talk to our neighbours and take
seriously their strange and peculiar ways of solving problems similar to our own.
But I have of course also mentioned a range of issues, such as European-level
collective bargaining or even incomes policy, in which the Commission or the
European organisations of trade unions or employers need to be involved by
way of their own direct action.
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THE CONDITONS FOR AN INCREASE
OF THE INVESTMENTS OF COMMUNITY
ENTERPRISES IN THE LESS DEVELOPED

REGIONS OF THE COMMUNITY

D.J. EZRA
Introduction

Atticle 2 of the Treaty of Rome emphasises the aim of achieving a balanced
economic development within the European Community. Regional problems
existed, and have continued, precisely t ic develop tends
naturally not to be evenly balanced. There is a strong case for special measures
to be taken to correct these regional imbalances, both for economic and social
reasons. Hitherto the special measurcs have been taken by the countries con-
cerned on an individual basis. The question now posed is the extent to which
there can be Community policies, in addition to national policies, to encourage
investment in these regions by both the public and private sectors.

In just a few months time, the Community is to be enlarged by the accession of
Britain, Ireland, Norway and Denmark. This conference on industry and society
therefore provides an opportune to ine regional develor

and the direction of regional policy in the context of a wider Europe. Bntain
has a long experience of regional disparities and of operating policies designed
to even out these imbalances. I am convinced that community enlargement will
strengthen the resolve of European nations to arrive at a fully effective st of
regional policies by drawing on the resources and experience of ten member
countries.

T am particularly glad to be able to present this paper to you. My own indl.lstry
~—coal~—has for many years been in the “front line” of regional discussions,
both in Britain and the Six. Unfortunately, this has generally been because
coal has been contracting and concentrating on the most efficicnt'coalfle'lds:
collieries have been closed, men have become displaced, thus creating serious
regional problems of underemployment, This process has, however, contributed
to a keen awareness within the coal industry of the problems in the regions and
a deeply-felt concern to find reaf and lasting solutions.

Earope’s regional problems

Regional problems have arisen because of uneven rates of cCPnomic,hge‘;:l:Z:
ment and the continuing process of structural change. Typically this

—_—
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sociated with the attraction of industry towards the major conurbations on the
one hand; and the decline of traditional industries and the move of workers
away from the land in underdeveloped agricultural regions on the other hand,

The symptoms of regional imbalance are seen in the gap between the growth
rates in the more prosperous parts of a country and the “declining” areas. This
is accompanied by wide differences in the levels of average wealth per head

and in standards of living, and by relatively high levels of unemployment and
emigration of population in the poorer regions.

I would like first to examine Europe’s regional problems, country-by-country,
starting with the UK.

(a) United Kingdom

Regional problems in Britain are associated primarily with the need to adapt
and rationalise traditional industries, and to this extent, they are r.ather dif-
ferent in nature from the regional problems found in most countries on the
mainland of Western Europe. To find the explanation for this we ‘have to look
back to the days of the industrial revolution: “being the first nation to 1gdus-
trialise, it paid Britain to buy her primary products overseas, e_bspecml'ly in or:ls-
monwealth countries, and to specialise in the production of industrial expct)lrl )
in which, initially at least, she had no competitif)n”.l.ln the. la'te 18t§ T’el;ticz
and throughout the 19th century there was a rap.ld build-up in mdusttrnz‘;;ﬁmh
in Britain, and a corresponding reduction in agxif:ultural employm_en 'and e
prosperity was thus built on exports of textiles, iron and steel, shlpsf 0 ol
and her agricultural population had fallen to a very low per.cglét?llggo% force i
labour force even by 1930”. Today less than .3% qf the Brmlsd a

engaged in agriculture, and this is the lowest figure in the world.

. . in in-
egional problems emerged with Britain’s dech‘l‘le from supremacy 1 he
gssetrli-algl trade fn the years after the first Wprld Wa.r. Thf %Yer-xlrla;zzgsoxilno; e
£ in the 1920’s, the emergence of economic bloc§ in the ’3 ;;nz g odice &
nology and competition from lower wage coun.tnes, all cﬁ; e o fects 0
cular decline in the traditional export industries. When ¥ e
se depression were added to these long-run trends, the res B e
o~ B i it and unemployment in the areas where these mdustge o
concontra dilifrleSZJthough these difficulties were alleviated by the del?n e
concmtrat(:he.traditional industries during the second Worltd War} ztl:r 1950,
piii:ditg;ediately following, they re-emerged with full force in the la
y

ted by this decline are those 1M

The areas that have been most seriously affec Jd—Northern

1 Gavin McCrone in Regional Policy in Britain.
a
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Ireland, Central Scotland, South Wales and the coastal regions of Northumber.
fand, Durham and Cumberland. The statistics in Table A clearly identify these
regions as the main “problem areas” in the UK. Unemployment in the North
and Scotland is more than three times as severe as in the South East of Eng-
land; in Wales it is 2!/2 times as severe; and in Northern Ireland it is almost
4/ times the South Eastern rate. They are also regions of generally low
population density and slow growth in total population—indeed in Scotland
there has been virtually no growth in population over the years 1961 to 1969.
A substantial migration of population away from these regions has, for many
years, off-set a large part of the natural population increase.

Average personal income is below the national average in all the development
areas, but the difference is significant only in Northern Ireland, where income
per head is 84% of the national average. The problem of concentrated poverty
in declining regions is, therefore, far less severe in the UK than it is in many
other European countries (where agriculture remains the primary occupation in
many regions).

In paralle]l with the decline of Britain’s traditional industrial regions, there has
been a growing concentration of newer industries in the Midlands and, partic-
ularly, South East England. This has produced a second major regional prob-
lem in the UK—congestion. The South East of England occupies only 11% of
the total land area, but contains 31% of the total population. The Greater
London Council area alone contains 73/¢ million people (1969 figure) and the
outer metropolitan area a further 51/: million. A total of 13 million people is
therefore crowed into a very small corner of the UK, making this by far the
largest urban concentration in Western Europe.

Britain’s regional problem is, therefore, two-fold. It clearly entails “raising the
rates of growth in the less prosperous regions, so that their labour reserves can
be more fully utilised, migration reduced, and the income gap between them
and other regions closed. In the congested regions, the primary prgb‘lem is to
plan expansion in such a way as to make the best use of space, minimise the
social and economic costs of congestion and preserve the amenity of the en-
vironment. This means that some urban concentrations, such as G'reater Lon-
don, must be prevented from further population growth and expansion must be
diverted to other centres”.?

Britain does not suffer the problem of large under-developed rural areas, which
is so widespread on the mainland of Europe. We do have exa.mp]’es of such
areas in the Scottish Highlands and mid-Wales, but the population involved b;s
50 tiny that though they constitute a serious local problem, they cannot be
Tegarded as major problem areas in a national context.

—_—
2 Gavin McCrone: Op. Cit.
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30% above the national mean, The poorest regions are in the West and South
West, with average income in some areas barely half the Paris level: Brittany
72% of the national mean, Midi-Pyrenées 74%, and Poiton Charentes 75 %.

The solution to France’s grave regional problems requires a firm control of
further expansion in the Paris region, the introduction of industries into the
declining industrial areas of the North and East, and development of a new
industrial base in the agricultural areas of the South and West.

(¢} Germany

In contrast to the position in many other European countries, regional problems
in West Germany are relatively modest. The rapid economic growth of the last
15 years has done a great deal to minimise the regional disparities which exist-
ed in the period following the war. Nevertheless, some problem areas do
remain:

First the division of Germany meant that some border zones were cut off from
their natural hinterland by the frontier, leaving them remote from the centre of
economic development in the Federal Republic, The problems in these regions
were heightened by the large inflow of refugees from East Germany,

Second, there arc certain predominantly agricultural regions in which indus-
trial structure is generally weak, and farming is often relatively inefficient a_nd
unprofitable—Rhineland-Palatinate, Bavaria, Lower Saxony and Schleswig-
Holstein.

Third, there are industrial areas which are heavily dependent upon traditional
industries, notably the Ruhr apnd the Saar coalfields. While there have been
difficulties in these regions, the successful stabilisation of German coal output
in recent years has for the time being effectively solved the problem.

Finally, West Berlin presents very special problems because of its total isolation
from the rest of the country.

Despite the existence of these problems, the statistics in Table C confirm a
reasonably homogenous ecanomgc development throughout the Federal Reﬁub-
Tic, There are no excesses of unemployment, There are Afew areas “{hxch av:
suffered heavy population emigration. And while there is 2 fairly wide thspr;ib
in average wealth per head between the richest and poorest 'S:etf’ : meallest
tegions with the lowest wealth per head are generally those Wil ©
Populations,

In general, “the Federal Republic provides a clear instance of the argument
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that high and increasing national prosperity is the best remedy for regiops]

3

troubles.” 4
(d) laly

Italy’s regional problems arc undoubtedly the most serious in Western Europs.
The contrast between the industrialised regions in the North and the undsr-
developed South—the Mezzogiorno—is so marked that they could almost be
considercd as two scparate countries. The Mezzogiorno covers some 40% of
total land arca and contains 365 of the total Italian population. Its economic
development has been retarded by geographical, physical, climatic and histor-
ical factors.

The Mezzogiorno is characterised by poverty, remoteness and an inadequate
industrial infrastructure. The contrast between this region and the Northem
part of the country is highlighted by the statistics in Table D. More than 405
of the total work-force is engaged on the Jand in the Southern regions f’f
Abruzzi, Molise, Apulia, Basilicata and Calabria, compared with only 75 in
the industrial region of Lombardy. In Sicily and Sardinia agriculture accounts
for more than 209 of total employment. Unemployment is high throughout
the Southern part of Italy—generally between two and three time§ as severe as
in the Lombardy region. It is, however, the enormous disparity in wealth b=
tween the North and the South which is the most distressing feature of Italy;
regional problems. Nowhere in the Mezzogiorno is average v.:ea}th per ;lfé;
higher than two-thirds of the national average. In Bz_151hcata it is oglyTh/e;i
of the average, in Molise orly 54, and in Calabria it is as low as 49%. T
three regions alone contain three million people. In tl-le industrial ri}%wnjational
North average per capita wealth is considerably in excess f’f e bards &
average—in Lombardy by as much as 50%. Average wealth in Lomba

precisely three times that for Calabria.

These immense differences in income, and.the Igck o_f employm;llzii;)gp:‘f:;
nity in the South, have stimulated a mas§1ve migration of pc;gﬂ - 196§
from the Mezzogiorno towards the industn?ll.North. Betwet;l:lit o atinued
this population Joss was estimated at 1.7 .mﬂhon people, m11968 e 150000
on a large scale right up to the present time. In ﬂf‘l‘e year e depives the
people moved away from the Southern regioms. This ei;:s 0 ot be @
South of valuable and enterprising manpovze; whose a g
major handicap in subsequent growth phases.

h Eastern
Outside the Mezzogiorno the agricultural areas of gepﬁilzggni‘izﬂme s
Italy have a relatively low level of per capita wealt :111d e affered from
trialised regions of Lombardy and the North West,

.
4 Regional Policy in Britain and the Six, OP. CIT - ¢ the European Communities, 1969,
5 A Regional Policy for the Community, Commission of the
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migration of population. But these problems are relatively insignificant when
set alongside those of the Mezzogiorno.

In parallel with the problem of the depressed regious of Italy, there is consider-
able congestion in the industrial regions of the North, particularly in the prin-
cipal cities.

(e) Belgium and the Netherlands

Belgium and Holland are both relatively small, compact nations, and their
economic development has tended to be reasonably bomogenous. Regional
disparities are not marked, and the statistics in Table E show that there is only
a narrow spread in income levels between regions in the two countries.

Holland’s main problem is one of congestion. It is the most densely populated
industrialised nation in the world (an average of 349 people per square kilo-
metre in 1968), and there is a heavy concentration into the Western region.
This occupies only one-fifth of the total land area but contains almost half the
the Dutch population.

The agricultural provinces in North Holland have income levels below the
national average, and suffer some migration of population towards the more
industrialised areas. Holland does therefore share the problem of relatively
underdeveloped agricultural areas, but these difficulties are fairly modest when
considered on a European scale.

R

| problems in Belgium are generally more serious than in Holland, and
stem from the changing pattern of industrial development. As is the case with
Britain, Belgian industrial prosperity was based very much on the heavier
industries associated with coal, There was therefore a concentration of popula-
tion on the principal coalfields in the Southern part of the country. There has
been a very sharp dechine in Belgian coal production over the last 15 years
from 30 million tons per annum in the middle 1950s to 11'/ xmllian' tons in
1970. Belgium’s Southern coalfield areas have therefore been in decline, and
the country’s main growth centre has shifted towards the Brussels and Ant-
werp areas. Unemployment has grown in the South and there has been some
migration towards other parts of the country. The prcb'lem of .the declining

lIfield areas is compounded by the fact that they are situated in the French
speaking Walloon region, whereas the new growth areas on the cclslt are
Flemish speaking, The political and linguisne barriers b_e&ween these two z}l\ﬁs
of the country make it difficult for workers displaced in the §oum to.be_ ully
integrated into the ity in the North. The mamn .reglqnal priority in
Belgium is, therefore, to attract new industry such as enginecriog, electronics
and consumer goods into the Walloon heavy industrial arca.
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The theory of regional aid

We have seen the wide range of regional problems that exist in
today. The position of Southern and Western France and, |
Mezzogiorno is undoubtedly the most acute. Indeed, writin
Amcrican Economist Herbert Lucthy said “one half of Fran
excluded from the modern cconomy and makes no appeara;
temporary market cither as a producer or consumer.”6 Ratl
though still complex, are the problems of the declining indu
the UK, and the special difficultics of Northern Ireland,

Having surveyed the scene, we should now examine how the p
approach the question of regional disparities.

The population in depressed regions clearly suffer considerabl
distress. In many countries the people in these regions are ver
than those in the more prosperous parts of their country, ur
high and the opportunitics for employment are fairly limited. Iq
regions which were the centre of 19th century industrialisati
traditional industries are now in a process of major adjustmen
characterised by a poor and ageing social capital. Housing cond
bad; hospitals, schools and road networks are often not up 1
standards; and the regions are often scarred by large scale inc
tion left in the wake of once prosperous industries. These factors
to produce a most unattractive environm?nt, which tends to

establishment of new industries in these regions.

Gunnar Myrdal has shown that “if things were Ieft. to market for
ed by any policy interferences, industrial production, c.omme‘r(‘:;
surance, shipping and, indeed, almost' all those economic activi
developing cconomy tend to give a bigger tha1'1 average return-
tion, science, art, literature, education anc} higher culture ger
cluster in certain localities and regions, leaving the rest of .the Cl(;
less in a backwater.”? Once a region has ez;tered the decline p! ‘
the more prosperous parts of the country will na}mauy tertxiclll ;?n ;
away from the depressed region, thus encouraging a con e
to themselves, these regions are likely tf’ l?ecom_e poorer n:; me:
of the country. Their social problems will mtensxf;;,1 tlme:lnfool)g!r ad
and migration towards more prosperous areas will Jea

tion.

. . . sa
To stabilise this situation, Government mter-ventxoxz1 lgﬂr;:f?artrsyc
economic balance between the depressed regions an

/ If, New York 1957.
6 ert Luethy, France against Herself, )
? Iéfl:;ar Myrdal’, Economic Theary and Underdeveloped Regions.



There are two overwhelming justifications for this intervention—one social
and one ic. First, by prc ing economic development in depressed
regions, Governments are actively seeking to raise standards of living and
employment opportunities towards the level of the main growth regions. Sec-
ond, if a region is permitted to remain in a depressed state, its labour resources
will be substantially under-employed. If these can be brought into production,
they will raise the national rate of economic growth, and so lead to a general
increase in wealth,

The basic dilemma is whether the best and most effective policy is to encourage
the establishment of new industries in depressed regions or to encourage people
in the regions to move to other parts of the country where there are better
employment opportunities—whether to take work to the workers or to take
workers to the work.

It is clear that there will be some localised areas with an unusually poor and
inefficient industrial infrastructure and, therefore, very little prospect of re-
vitalisation through new industrial developments. In such cases, an attempt to
reinvigorate the area might well meet with failure, and would probably re-
present a misallocation of resources. It would be better to stimulate a move-
ment of the population into an area where development js more attractive,
preferably within the same depressed region.

But such “hopeless” cases will be rare, As a general rule, there can be no doubt
that the best solution to regional difficulties is to encourage new industries to
establish themselves in areas where unemployment is high, standards of living
are low, and traditional industries are declining. If the alternate course is adopt-
ed and workers are encouraged to move long distances to growth regions in
other parts of the country~—or, indeed, the continent—it is certain that the
first to move will be those whom industry would regard as the most employ-
able. ‘These will be the most skilled workers, the best educated and the young.
The older and the less skilled are likely to be left behind, This pattern of migra-
tion, by denuding the region of its best labour resources, will reinforce the
pracess of decline, making the region Jess and less attractive for new develop-
ment, The result will be an increase in the level of unemployment and a further
reduction in wealth and standards of living amongst the people who remain.
This is no solution for regional problems; new sources of wealth must be
brought in to rejuvenate a depressed region.

M i is sub ;a1 mieration away from a declining region, this
is li T, if there is . foigration y'n the more prosperous areas
is likely to contribute to increasing congestion I P!

which tend already to be overcrowded.

As we have seen, the problems of congestion o the one hand andbtl)f dil—’;essid-
andunderdeveloped areas on the other, are two aspects of one problem—an w
even rate of economic development.
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A regiongl -policy will only be effective in evening out rates of growth across 2
country if it tackles the two aspects of this problem by fostering the develop-
ment of depressed regions and actively combatting congestion.

It is, however, easy to understand why firms tend to be attracted to areas where
the concentration of industry is already high. These prosperous regions will be
the principal market centres for the firms’ products, and there is often an
advantage in locating close to main markets in order to minimise transport
costs especially as industrial development is moving away from the heavier
traditional industries. As industry concentrates in a growth area it generates 2
large pool of skilled labour and stimulates the growth of service facilities. Thest
will then act as a magnet, with new industries being drawn in to take advantag
of the favourable industrial environment.

There is also a large element of inertia in industrial location decisions. Once :
firm is established in one growth area, there is a tendency for it to expand i
the same area and not move elsewhere. As a recent EFTA report stated, “Man
firms are located in particular places for purely historical reasons and expan
there because, at least in the short term, it seems convenient to do s0.”8

It must be recognised that economies of scale apply to urban indgstria[ develoy
ments just as they apply to the operations of an individual .fxrm. A certa;
minimum size must be attained before it is economic to provide many of tt
services essential to modern industry—railways and a comprehensive r(t):
network; adequate and efficient schools and hospitals; and cul'tura'I and oi c«
leisure facilities. However, once an urban area exceeds a certalq size, ‘f:on:ci
tion sets in and diseconomies of scale begin to operate. The provision 0 550~ J
capital and industrial infrastructure becom_es.increasmgly expensgc Sccf:;!:l {;( :
mounting land prices and the physical difficulty of msertmgl csts i
into an overcrowded environment. There are‘also very real. socia CO:nd o
ed with congestion—pollution, lack of amenity and the high costs g

delays of transportation (particularly road transport).

o ¢
: i ttempted to quantify 1
There have been a number of studies which have attemp ment that ¢

ideal size for industrial cities. There seems to be geneégi) atirc;% 08 Wh
optimum lies somewhere in the population range ISQ 00 10 3 hat indust
ever this figure may be for individual conurbatxons., it is c;: Ifi el costs
expansion above this level will lead to heavy congestion and hig

i EFTA repc
and ought therefore to be discouraqu: To quoltle égglil‘lli‘fir;; i?(ieustrialist‘ o
“What may be a sound location decision for the in qual ind

i isi < indiv
seen against the totality of location demsrons”;aken by all
trialists, may not be so for society as a whole.

8 EFTA, Regional Policy in EFTA - Industrial Mobility, 1971,

i i jca, 1945;
4 lin Clark in Econometrica, P - '
?:escz(;max in Journal of the Royal Statistical Society, 1943;

G.M. Nevtze, Econanic Policy and the Size of Cities.
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The control of congestion is therefore an essential feature of regional policy.
It should, however, be added that individual regions cannot necessarily be
regarded as totally congested or uncongested. To take an example from
Britain, the most crowded regions are the South-East and West Midlands, but
the congestion is largely concentrated in the Greater London and Greater
Birmingham areas. Other parts of the same regions are relatively free from
congestion. Conversely, despite the generally low population density and declin-
ing industries of Scotland and Northern England, the cities of Glasgow and
Newcastle are heavily congested. In stimulating the economic development of
depressed regions, care must be taken not to reinforce the problems of over-
crowding in their principa! cities.

To sum up this section on the role of regional policy I would like to quote
from the Commission’s Memorandum on Regional Policy in the Community:

“The objective of procuring productive employment for the working popula-
tion of all regions is an economic and social necessity. It is only by ensuring
that all regions enjoy the fullest possible employment that sustained economic
growth can be guaranteed . ..

“Regional policy should enable the people to assist in their own development
by eliminating the causes of economic inertia— by extending educational and
vocational training facilities, by increasing their participation in the decision-
making process, and by mobilizing and utilizing financial resources at regional
level to a degree that will ensure the consistency of decisions at a general
fevel.”

We should now proceed to consider the instruments of regional policy employ-
ed in the Community and the UK, and their effectiveness i dealing with
Tegional problems.

The instruments of regional policy

(a) United Kingdom

Shortly after the Second World War, regional pohcies in the United Kingdom
crystallized into the basic structure they have retained to t!:e prf,sel.n day.——con-
trol of industrial development in congested regions, and financial incentives ltlu
expansion in assisted areas. This system is often referred to as that ?f the
“stick and the carrot”. Over the years, there have been many chanlges u; the
precise policy measures employed but the dual emphasis on ::on;rt;cse a:re 1:5-
?Eﬁtives has remained throughout. The measures currently in fo

ollows:

. h
The Government is able to control the pattern of regional development throug!
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Industrial Development Certificates (IDC) and Office Dev i
(ODP). In the South East and the Midlands, all office develogggierz;fi:;m at:
ODP and all factory development in excess of 5 000 sq.ft. requires an IDC, Iy
other parts of the country, ODPs are not required, and IDCs are needed o.nly
for factory developments in cxcess of 10 000 sq.ft. Permits for large scale
factory expansion in the South Fast and the Midlands are not readily granted
at times of high unemployment in the assisted areas, and this has been an im-
portant factor in directing firms towards the assisted areas.

There are three types of assisted regions in Great Britain—Intermediate Areas,
Development Arecas, and Special Development Areas. All receive financial in-
centives for industrial development at varying levels, depending on the severity
of the regional problem. There are general incentives for industrial investment
in all parts of the country, and it is against these that the effectiveness of the
special regional incentives should be judged. Capital expenditure on industsial
buildings outside the assisted areas qualifies for an initial allowance against tax
of 30%% (this is to be reduced to 15% from April 1972). Expenditure on plant
qualifics for an initial tax allowance of 809 plus 25% of the reducing balance
in later years (from August 1973 this will be reduced to an initial allowance of
60%% plus 25% of the balance in later years).

The Intermediate Areas represent a new category of assisted region, established
in 1970 following the recommendations of the Hunt Committee. They are
arcas which, though they do not suffer heavy unemployment and the problems
of declining industries to any significant extent, have not shareq in the prosper-
ity of the main growth centres of the British economy. Their problems. are
intermediate between those of the depressed regions and the congested regl:f&
but some special measures were considered necessary to encourage ?he &o e
and proper distribution of industry. The main areas in this cIaSSL.ﬁcatlémand
Humberside, the Yorkshire Coalfield, small parts of the East Mzdlszsvon
North East Lancashire, the South Wales coastal strip and Soutp West De but'
The first year tax allowance on plant is 80% as in the non-ass1.st.ed ar]iaiidus-
the initial tax allowance or buildings is increased to 40%. In addition, asions o
trial projects in the intermediate areas—whether new pro;ectsf %I‘ ;ﬁi}; T the
existing premises~—qualify for a 25% grant'towzfrds thfa cost of bu oo e0 3576
case of firms moving into the area for the first time this grant is ra

as an added incentive.

generally high unemployment whlﬂcllé
1 industry. They include almost ;
and parts of Sm;th Izgzst

ic develop .
s and the
ing grant
ufactur-
at the

The Development Areas are the regio.n's of
are suffering from a decline of traditiona
whole of Scotland, the North of England, Wales,

i in stream of eco
England which are remote from the main § : : 7
In %hese areas, the first year tax allowance on fixed plant is 100%

. . - uild
initial allowance on buildings 40%. New buildings quiltyd?iiiznb e
of 35% (45% in the case of projects new to the area). aent pre’m e
ing employers in these areas receive regional employm
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weekly rate of £150 for each male worker employed (less for women and
young persons). This premium is to be discontinued from September 1974,

Since 1967, those parts of the depressed regions with the most acute problems
of unemployment have been designated as Special Development Areas. Origi-
nally these were the areas that were being hardest hit by colliery closures, but
the classification has since been extended to include other parts of develop-
ment areas where ployment has remained at persistently high levels. In
these special development areas there is an additional incenttve of a 30%
operational grant towards the cost of salaries and wages during the first three
years of operation by a new industrial project.

In the Intermediate and Develop Areas firms may, for projects new to the
area, opt for a 2-year rent-free period in a2 Board of Trade factory as an alter-
native to receiving a building grant. In the Special Development Areas, a 5-year
rent-free period is available as an alternative to the building grant and the
operational grant,

In all the assisted areas grants are available towards the cost of training and
transferring workers. In the Development and Special Development Areas
removal grants and loans for general purposes are also available.

The self-governing province of Northern Ireland, which has the most serious
regional problem in the UK, offers a more extensive range of financial in-
centives to encourage industrial development. In addition to the normal Devel-
opment Area incentives, capital grants ranging from 20% to 40% of the cost
of new machinery and equipment and from 35% to 55% of the cost of new
buildings are available to projects which are regarded as especially attractive to
the region. There are also grants towards the cost of transferring plant into the
Tegion, and towards the cost of establishing operations.

Throughout the United Kingdom, grants are available to local authoriti'es for
improving the industrial infrastructure and for clearing industrial derehctmp‘
The provision of new roads (also hospitals, schools, etc.) featu.rc strong}y in
public expenditure programmes at national and local level. While tpere is no
specific element of regional assi in this expenditure, it is the assl§ted areas
which generally have the poorest infrastructure and the worst dereliction. Con-
sequently, expenditure in these fields tends naturally to be concentrated in the
assisted regions.

(b} France

The three principal objectives of French regional policy are the de-cen!ralxsz}-
tion of industrial and commercial activities away from the cox.xg_ested.Pans
Tegion, the establishment of new industries in regions where tradmon'al indus-
tries are in decline (particularly the Nord, Pas-de-Calais and Lorraine coal-
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fields and the Vosges textile area), and the introduction of modern indust
into the under-developed agricultural regions of the West and South West,

Regional planning has been an integral part of national economic planning for
the past decade. The fourth plan, beginning in 1962 set target rates for the
development of each region within the framework of national growth,

Controls over industrial development in the most congested regions feature
strongly in the instruments of French regional policies. A Government permit
is required before any industrial building covering more than 1000 square
metres can be erected in the Paris or Lyons areas. There is also a continuous
review of the functions of the various Government departments in the Paris
region, with a view to identifying those which could conveniently be re-located
in other parts of the country. De-centralisation grants are payable to firms
which decide to move away from the Paris region—in the case of industrial
operatijons this grant amounts to 60% of total re-location expenditure,

In the depressed regions, the establishment of new industries is encou'raged by
the payment of investment grants—at rates up to 25% for new pro;gcts and
15 % for extensions. The highest rate of grant goes to the four “special con-
version zones” where it is hoped genuine new growth points can be success-
fully established—Nantes-St. Nazaire, Bordeaux, Limoges, and Montp;ll;er- Ir;
the development regions, loans are available from tl’le Economic an '0:;:;
Development Fund at a reduced rate of 6% for' periods of 10-15 yefax:,c e
regional development corporations may take holdings of up to 35% o

pany’s capital for up fo 15 years.

There is a total or partial exemption from l?usiness tax for a maxn?:nrlar}::;ﬂzs
of 5 years under the regional de-centralisation e_md dgveloprvré’eni gndga e,
an amortisation rate of 25 % for capital expenditure in th]t;, ) ;s :
tion in the conveyancing tax on the purchase of land or buildings.

i i i ce the

In certain parts of Western France subsidies are avaﬂz‘ible WJIXI:II; Zidrl::duced

rice of land to 6 francs per square metre. N'atura.l gas is avai by for

Prices in the South West, and there are reductions in the pncle qn eﬂc;e o
gew industries in Brittany. Training grants are also available 1

ment regions.

more

of the depressed regions o

i i ironment ]
In an attempt to make the industrial enviro e ot semipublic compa

. ¢ .
attractive for new industrial developme?zn;:: :;gional infrastructure pro}ect;
j Ty ou PPN
have been set up In France 10 or for the generation and distribution ¢

in the agricultural or tourist fields, or for the gerorm Lo mpleted, or ate o
hydroelectric power. Projects of this kin e it
progress, in Provence, Languedoc and the Sou

,
10 A4 Regional Policy for the Community.

226



(c) Germany

Regional policy in Western Germany is directed towards easing the problems
of the primarily agricultural areas, the frontier zones, and the coalfield areas.
Since 1958 a number of growth centres have been established “to absorb
migrants from the land by the industrial development of small and medium
sized towns located in the countryside at a sufficient distance from the big
conurbations, and to provide a counter weight against the pulls exercised by
the Jatter.” 10

The main instruments of regional policy are:

(i) investment grants ranging from 10% of total investment for industrial
rationalisation projects to 25% for the establishment of new enterprises;

(1) loans to companies covering up to half the total investment cost of the
project at low interest rates;

(iii) grants covering up to 60 % of the cost of developing industrial land;

(iv) subsidies paid to offset the high transport costs incurred by companies
situated in the frontier zones;

(v) an investment allowance of 10% of capital expenditure against tax;

(vi) the Federal and Land Governments stimulate the improvement of the
industrial environment in the regions by substantial infrastructure invest-
ment.

@ Italy

In its five year economic programme for the period 1966-1970, the Italian
Government set the objective of closing the development gap between the
under-developed regions—particularly the Mezzogiono—and the most ad-
vanced regions within a period of 15 to 20 years. As we have seen, regional
problems in Southern Italy are the most serious in Western Europe.

The principal agency for assistance to the south is the Cassa per il Mezzogiorno
(the development fund for Southern Italy), established in 1950 with the task of
promoting the modernisation of infrastructure, agriculture and industry. The
principle instruments of regional assistance are:
(i) capital grants of 20% for investment in industrial buildings and 30% for
plant and machinery;
(ii) loans at low rates of interest;
(ifi) firms setting up in the south receive an exemption from corporation tax
for a 10 year period;
(iv) a 50% reduction in turnover tax, excise duty on motor fuel, and in certain
railway freight rates.

Over and above these incentives, the Government now allocates at least 40%

18 A Regional Policy for the Community
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of total public sector investment to the south. This includes the nationalised
industries, which play a major role in the Italian economy.

The Mezzogiorno is such a large area that it has been considered wise to con-
centrate industrial development in a number of favourable locations, rather than
spreading the available resources too widely and too thinly. In consultation with
the EEC Commission, this theory has been developed into the concept of a
large integrated industrial growth centre, and the Bari-Taranto-Brindisi area
has been selected to fill this role.

Regional incentives are also available to encourage industrial development in
the agricultural provinces of north and central Italy, but they are generally not
as extensive as the incentives in the Mezzogiorno.

(e) Belgium

Although there is a general commitment in Belgium to assist the more degress-
ed regions, the objectives of regional policy have, according to “A Regional
Policy for the Community”, never been clearly defined.

The principle instrument of regional assistance is a rebate on nqrmal rates of
interest. Capital grants are also available for new industrial 'prOJects, ranging
up to 30% for factory buildings and 10% for plant and machinery. Investment
in the development areas can be depreciated at an accelerated rate for tax
purposes, and there is a 10 year exemption from real estate tax.

(f) The Netherlands

Dutch regional policy is aimed at developing those: regions. which are hs;xlé
heavily dependent upon agriculture, introducing new industry .mto .are;s W airn
coal-mining and textiles are in decline, and limiting congestion in the m
conurbations.

Regional Infrastructure improvement occupies a key place in rt?glonal poiléfl}l':
and the bulk of expenditure in this field has bec?n cogcentrated in the atgi1 oy
tural provinces of the north. New industrial projects in the develc;pntlen oo
receive a capital grant of up to 25%, baseq on the amount of ac org’f oy
space provided. There is also a 50% reduction in the purchase pnce.lable ”
acquired for factory development; and interest rate rebates are avai

Limburg.
(g) Community Regional Policies

d
The regional policy measures of the individual .member states are supplemente
by a number of Community instruments of regional policy.
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First, the Guidance Section of the European Agricultural Guidance and Guar-
antee Fund (FEOGA) provides Community funds towards projects for struc-
tural improvement in the agricultural industry. Assistance under this pro-
gramme currently amounts to £100 million per annum, and this is naturafly
concentrated amongst the low income agricultural areas of southern Italy,
France and Germany.

Second, the European Social Fund contributes 50% of the cost of retraining
and rehousing workers in new employment. The Fund is also able to contribute
to maintaining workers’ wages when a company switches its operations away
from a declining industry and into a new field. However, because such situa-
tions are highly unusual, the Fund has made no “reconversion” payments of
this kind. On the retraining and rehousing side, the Fund contributed a total of
$ 43 million between 1960 and 1966 towards retraining over 200 000 workers
and rehousing 300 000.

Third, the European In Bank, blished under Article 130 of the
Treaty of Rome to contribute to the “balanced and stable development of the
common market”, plays an important role in the regional development of the
C ity. It assists ber states in the provision of funds for regional
projects, generally in the field of infrastructure improvements. Up to the end
of 1967 it had advanced a total of $ 1 000 million and its powers of finance
have since been increased to § 1 500 million. The EIB has played a major role
in financing the Mezzogiorno growth centre project in the Bari-Taranto-
Brindisi area.

Finally, the Treaty of Paris gave the European Coal and Steel Community
powers to assist coal and steel producers in difficulty, to assist in mitigating
unemployment in the coal and stee! industries, and to promote the re-employ-
ment of redundant coal and stcel workers, The Treaty provided for aid in the
field of “readaptation” and “reconversion” the first for the retraining and
rehousing of workers, and the second for advancing capital to industries likely
to employ redundant manpower from the coal and steel industries. Between
1954 and 1967 the ECSC contributed about $ 100 million towards the “social”
costs of the run-down in coal and, to a lesser extent, steel. Between 1960 and
1967 a further $ 100 million was advanced to stimulate the development of
new industries in coalfield areas.

The effectiveness of regional policies

The assessment of the impact of policy measures on regional problems is a
complex field. Statistical information fs often inadequate—either in its accuracy
or its coverage—to provide a full and comprehensive analysis of developments.
And, of course, as regional policies are actually in existence and being apphed,
1t is not easy to judge what the position would be in their absence.
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Nevertheless, the armoury of regional measures employed in most West Euro-
pean countries is fairly extensive, and it is important to know whether or not
this large-scale commitment of resources is generally meeting with some suc-
cess. For the Community countries, some guide to progress can be gained from
statistics presented by the Commission in “A Regional Policy for the Com-
munity” and in their 1971 regional study.!!

In France, the annual increase in income per head in the Paris Region was
7.3 % per annum between 1962 and 1967, against a national average increase of
7.2%, so there was a slight increase in wealth in the capital City in relation to
the national average. In 1967 the Paris figure stood at 155 % of the national
average. By contrast, average income per head in the Eastern region marked
time at 90 % of the national average, and it actually fell in the West from 87 %
to 85 % of the average.

Of the 21 Basic Administrative Units in France, 11 showed a reduction in
wealth per head compared with the national mean over this period. The areas
concerned were generally the agricultural provinces of the south and west, and
those in the north-east where traditional industries are in decline (Nord, Lor-
raine). The area with the lowest per capita income in 1962—Midi—Pyrenees—
had fallen even further below the national average by 1967 (from 81 % to 80 %).

In Italy, progress has been rather more marked. GDP per capita in the indu‘s-
trial North West fell from 153 % of the national average in 1957 to 140% in
1969. In the South it rose from 61 % of the average to 68 % by 19.69..S.ome
improvement was recorded in most of the individual regions, the only significant
reduction being in Sardinia.

While this progress towards alleviating the acute problem§ of the Mezzogiorno
is indeed heartening, the difficulties in this region remain enormous. Part of
this gain results from the slow increase in population, stemming from the su}’:n-
stantial migration towards the north. It is important t-o remember that avira:ef
wealth per head in Calabria, the poorest region, is §tﬂl no more than 50% o
the Italian average—and only 33 % of the Community average.

In West Germany, there has been considerable progress ip reducing th.e glre;a%){
narrow disparities in regional wealth. Rates of grgwth in the main mhus r:}
centres have, generally, been below those in agncultm:al areas, SO tla:t, e}S'
1970, the range in GDP per capita between the four main gf:ographxca .LO?he
was as little as 7 percentage points—from 96.5% of the national mean in
South to 103.5 % of the national mean in the West.

. : 7
Most individual regions which were below the national average wealth in 195

11 [’Evolution Regionale dans la Communauté.
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have become relatively better off. However, one area where a particular prob-
lem has developed, associated with the run-down in coal, is the Saar. Here
GDP per head fell from 97% of the average in 1957 to as little as 80% in
1968, but has since recovered a little to 87 % (1970).

In Belgium the picture is one of steady gains in Flanders and steady decline in
the Walloon region. In Wallonia GDP per capita was fractionally above the
national average in 1957; by 1966 it was down to 90 %, and by 1968 to 87 %.
The Flemish region improved its position from 87 % of the average in 1957 to
94 % by 1968. This contrast highlights the problems of decline in the Walloon
coalfield and agricultural areas. It would appear that the regional policy in-
struments applied in Belgium are not strong enough to cope with these
difficulties,

Average wealth in the Brussels region has remained fairly constant at between
140% and 145% of the national average.

In Holland there has been a slight gain in wealth per head in the industrial
West at the expense of other parts of the country in recent years, but this has
not significantly widened regional disparities. Amongst individual areas there
were reductions relative to the mean between 1960 and 1968 in Groningen,
Drenthe and Zeeland (mainly agricultural) and Limburg (coal-mining). On the
other hand, absolute rates of growth were high throughout Holland over this
period, and this tends to offset the problems of regions with relatively low
average wealth.

‘Turning to the problem of congestion in the main industnal conurbations of
the Community, the 1960s have generally seen some reduction in the rate of
population increase in these areas. In Germany, population growth in the main
industrial regions of Hamburg, Bremen and North Rhine-Westphalia in the
1960s has been well below the 1950s, whereas there was a slight acceleration of
growth in the Federal Republic as a whole. There has been no population
growth at all in Hamburg since 1961.

French policies to limit the expansion of Paris have brought about a reduction
in population growth in the city and its environs between the 1950s and the
1960s, despite an increase in the national rate of growth. However, the rate of
growth in Paris remains above the national rate, so the proportion of the pop-
ulation crowded into this small area continues to mount.

In Italy, the national increase in population growth between the 1950s and
1960s has been shared by all regions, but there has been a continuing migration
away from the South towards the industrial North-West.

In Belgium, there has been a large increase in the rate of population growth in
the Brussels region during the 1960s. In Holland, on the other hand, population
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growth has slackened in the industrial regions of the West, thus reducing the
pressures of congestion.

In the United Kingdom we find that the level of unemployment (the principal
indicator of regional disparities) in the three most under-developed regions out-
side Northern Ireland—Scotland, Wales and the North of England— has ap-
proximately doubled between 1960 and 1971 (see figures in Table G). In Scot-
land the rate has risen from 3.6% to 6.2%, in Wales from 2.7% to 5.0% and
in the North of England from 2.9% to 6.3%. In the prosperous South East of
England unemployment has also doubled~—from 1% in 1960 to 2% in Septem-
ber, 1971. So the level of unemployment in Scotland and the North continues
to be approximately three times as severe as in the South East, while Welsh
unemployment remains at 2.5 times the South Eastern rate. Regional policies
have not therefore succeeded in narrowing the gap between Britain’s most
affluent region and her most depressed regions to any significant degree.

Investment incentives play a major role in UK regional policy. While a com-
prehensive analysis of industrial investment by regions is not available, some
indication of the regional spread of investment in factory building can be
gained from figures of Industrial Development Certificates issued (see Table
H). These show that the factory capacity approved in Scotland, Wales and the
North, increased three-fold between 1962 and 1969, while approvals in the
congested South East and the West Midlands were held at a fairly constant level
throughout this period.

Figures of investment grants paid also indicate the direction of a §ubstantia1
proportion of new investment towards the three depressed regions—they
received 36% of all grants in the fiscal year 1968/69.

The dominant feature of these statistics, however, is that the region recc;x;}ng
the largest sum in investment grants and the .highest level of factory buélhgi
approvals is the South East. Some reduction in th‘e level of developr‘rtlen.n o
may now be necessary in order to encourage a higher level of activity 1

assisted areas.

The overall conclusion from this analysis must, of necessity, be rather caetét;gu;
However, it would appear that regional poliqy measures have 1l1qt Suf;eBritain.
narrowing the gap between rich and poor regions m France, Be gmr}:1 o
Some headway has been made in Italy, but the problems here remai

as ever.

However, it must be added that the natural tend.enf:y wou'ld be f::r:hp::xl;t[ree :I:)C;
prosperity to concentrate increasingly in the‘ main {ndustgl‘?; . lgerc;egional oticy
each country, to the detriment of the outls.fmg regions. I11 ety i
has not actually succeeded in narrowing regional disparities 1

., d
would be broadly true to say that it has at least held the position and stoppe
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regions drifting further apart. This is a considerable achievement and should be
regarded as a success.

Regional policies seem to have had rather more impact in combatting increased
congestion in major conurbations. This, however, has generally been regarded
as a dary objective of regional policy, and direct measures in this field
have only been adopted in France and Britain.

For all these achievements in reducing population growth in the conurba-
tions, nevertheless the cities continue to become steadily more congested. And
while the gap between rich and poor regions has generally not widened, the
problems of poverty, unemployment, bad conditions and poor standards of
living in the depressed regions remain.

As technology, economic growth and standards of living generally advance,
so the pressure of congestion is likely to intensify. Equally, it would seem that
the people of the less developed regions will become increasingly concerned
about their own weli-being, and will be expecting a steady reduction of the gap
between their wealth and opportunities and those in the more prosperous
regions.

1t is, therefore, not enough merely to hold the position, as we are at present. It
is likely that we will need a more comprehensive set of regional policy measures
in the future.

Stronger regional policies

To stimulate a faster rate of economic development in the less developed
regions, more firms must be attracted to establish operations there. We have
seen that regional policies have succeeded in holding the income gap between
the richer and poorer regions, but have not succeeded in bringing them. closer
together. Sufficient industrial development has been attracted to the regions to
maintain this position, but not to stimulate a truly vigorous rate of economic
growth that would lift the less developed regions towards the level of the more
affluent.

Despite the varied regional incentives available in every West European coun-
try—and in some countries these incentives are considerable—the great bulk
of industrial expansion continues to be concentrated in the main gmv{th areas.
To understand why industry is not moving into the less c.leveloped‘regnoni ona
farger scale is at first sight difficult. It is, " , easier to why

firms are blishi; lves or expanding their operations in the main
industrial centres of a country.

1 have already touched on the problem of industrial location. The advantages
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tion costs that it incurs directly and indirectly, these would outweigh the
economies of agglomeration and the economies of scale that it would gain from
a location in a major industrial complex Development away from these areas
may very often be the “best buy" in real terms. What is needed is an overalt
total sum assessment of the benefits and costs to the community as well as to
the firm in the assessment of a location decision.

Much can be donc by industry in coming to terms with the reahty of the

of 1 The ad ges and disad ges of the major indus-
trial centres should be fully explored and compared with the advantages (in-
cluding financial incentives) and disadvantages of location in an assisted area.
If industry can adjust its calculations in this direction, and look beyond the
direct accounting costs of one location decision over another, it is likely that
there will emerge a new and dynamic movement of industry towards greater
development in the regions.

There could be a major role here for industrial organisations, comprising both
employers and trade unions, to stimulate a re-direction of location philosophy
to take account of all these relevant factors. Courses could be arranged for
company planners, and p hed to highlight the importance of the
total sum approach to a companys location decisions. Suitable aspects could
also be studied from the trade unions® viewpoint.

Having seen the important contribution that industry can by itself make to
accelerating economic development in the assisted regions by taking full ac-
count of congestion costs in arriving at location decisions, 1t must be said that
the prime responsibility for encouraging regional develop rests ily
with government, It is they who frame regional objectives and implement
regional policy measures.

1 have already suggested that we need a stronger and more comprehensive set
of regional policy measures throughout Western Europe. I would like now to
discuss the need for a common approach to regional problems, and to suggest,
as a basis for discussion, a number of specific areas for policy development.

The C ission of the C ity has for some years believed that a new
initiative in the field of regional policy is imperative. In 1968 Jean Rey,
President of the Commission, said *regional policy in the ity should be

as the heart is in the human body. In the same way that the heart pumps the
life blood into all the parts of the body, so should regional policy aim to re-
animate economic life in regions which have been denied it.” The Commission
believed that a firmer line needed to be taken if Europe’s regional problems
were to be successfully resolved, and that it was important for the community
to adopt a common approach to regional difficulties. In 1969 Hans von der
Groeben, C ber for Regional Policy, said “structural differ-
ences in our Member States not only work to the detriment of the whole and
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the individuzl. but threaten the very development of the Common Market ®

In 1969 the Commission published its Memorzndum on Regional Policy which

wncluded a propesal for a Council dacision on the organisetion of Commmty e
instruments for regional development. The proposcls were zs follows:

(1) the Commission should Cammy out 2 regular exzmination of tha regiozsl
situation with \Ie:n"el States. znd draw " up development plans for th:
regions in greatest nee

(it} the Commission shcukz bp empowered {0 recommend pm ular coursss of
acuan to \kmbcr S €S, SO &S o achisve 2 EezteL COO’ "tm:z I

(i) mtelea: rr-.t'. bates <no.m t2 mads r.vzﬂ:b oo Iu=n< t._:c» :’1 eEU:o-
pean Investment Bank A Regiona! Development Rebzate Fund skonld Fe
established to administer these incentives:

iv) 2z sz:ndinv Regionzl DevJo:v'* aat Co” Htes <I:0'ﬂa ke J.b!'_thed com-

Co::mlmoa. 'ﬂm Comnea <noulc1 exzmine the reg—:u_»... policy for
casts and programmes prepared by Member Siztes. znd make recommsn-

dations.

(v} the Commission and Member States should regularly exemins the scope
of funds zllocated to regxonJ velopmern: to ensure that they ar
adequate:

(v1) in order to easure that industy is fully aware of the Qp;@:.’ﬁ.jﬁftiia: and
incentives for development in depressed regions. the Commisson sho ';T
ensure that informaztion is widely publicised and that mdusty is Tl
consulted on quastions of regiozzl davelepment.

4

By ensuring that there is a2 regular and continuing examinz :'? of regional
px:a‘ﬂems these proposals would coasiderebly strengthen the 2 ot
regional policy 2t Community level. Tha p‘om:m_ls musz, kowever, Ee "EWS‘;»—:
as z cautious zpproach towards the problems of regional fmbalancs. Vhils t‘; y
would lead to greater consultation and coordinztion of policy measures througs:
out the Community, they do not go very far towards the adopdon of & commes

policy.
cessarily be slow, T I

el

While recocnising that progress in this ficld must o : S
important to remember that @ commeon regional poh~v will I:e:c;bwv e
as the Community moves towards the goal of ecooomic and mons iy
3 ters severe balance of payments pro°
At the pres=nt time, If 2 country encoun Per re&o? .
lems, it has in pracnce remained fres to devalus Hs currency th..;: L ot o
equilibrium in its foreign trade. Within & monstery L;mn.\[ '-:_e Qtr‘__t:s it
longer aveailzble. Once currencies zre unified, individual ef;“‘ :d:v e
be regarded as regions of a wider Community, and reszo‘& tg: ot e
strong eaough to provzde solutions 1o &ny svere 1.1.1:7‘.1,;:nc.~<‘~ e
for which develuation might otherwise be considered the most s

of action.

236



While it will become increasingly necessary, a common approach to regional
problems is also highly desirable. The argument that the overall level of eco-
nomic growth and standard of living in an individual country will benefit if
under-employed resources in depressed areas can be brought into full produc-
tion applies with even greater force at Community level. If all the resources of
ten member countries can be brought to bear in a concerted and coordinated
manner on the regional problems of the Community as a whole, solutions are
likely to be found more quickly and more effectively.

The adoption of a common approach to regional problems in the European
Community seems to me to be of paramount importance. Progress towards the
solution of regional imbalances will be to the benefit of each individual member
country, and to the Community as a whole. But we must ensure that the ideal
of a common policy does not become synonymous with a nigidity of outlook on
the complex problems of regional development. While there are obvious sim-
ilarities in the regional problems of the various European nations (e.g. declining
coalfield areas and under-developed agricultural regions), nevertheless the in-
dividual difficulties in a particular region are closely related to its character
—<limatic, geographical and cultural—and must therefore to some extent be
regarded as unique to that area, It is therefore important to retain flexibility in
the approach to regional problems—flexibility of action and of interpretation,
both at national and Community level—so that local problems can be tackled
effectively.

Of the Commission’s various proposals on regional policy, I believe the most
important is the r dation for the blist of a Standing Regional
Development Committee. It is vital that such a forum should be established at
Community level for the exchange of ideas and information and the generation
of policy r dations. This Ci i will act as the connecting link be-
tween regions in the common search for faster and more balanced economic
development.

To pl the C ission’s proposal, I would suggest that this Com-
mittee should, at an early date after its establishment, ask Member countries
for a full explanation of their regional policy objectives, a detailed outline of
the policy measures currently in operation and any additional measures that
might be idered y for the achi of their objectives, and an
assessment of the costs of these policies. The Committee could then examine
these reports, identify the common features, and perhaps recommend th'e
positive adoption of common policy instruments in those areas where there is
considerable similarity of approach. The Committee would also, no d?ubt, be
considering what proportion of Community funds should be made available to
regional development programmes.

In due course, the C i would dly turn its attention !? the
question of achieving a pp h to the degrees of assistance available
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for the encouragement of industrial development in the regions—to ensure that
two depressed regions with broadly similar problems in two different countries
receive broadly similar levels of assistance, 50 as to secure an even rate of
progress in the solution of regional imbalances.

In this context, it might be helpful to consider a suggestion that has been made
from time to time in the United Kingdom—that the whole country should be
divided, for regional policy purposes, into four zones: development, inter-
mediate, neuiral and congested.!2

Incentives and disincentives could then be directly geared to the requirements
of these four types of regions by, for example, a payroll tax or subsidy. Em-
ployment in the congested areas would be taxed at a high rate, while the neutral
areas would attract a lower rate of tax (or possibly no tax at all). Employment
in the development areas would receive a sizeable subsidy, while intermediate
areas would receive this incentive at a reduced rate. It is possible that a policy
along these lines might be attractive in an enlarged Community. There is, of
course, no reason why the number of zones adopted under such a system
should not be larger. A very good case could be made for placing the Mezzo-
giorno in a special category of its own, attracting the highest rate of incentive
in the whole of Western Europe. I recognise that there is some doubt about the
validity of a direct subsidy to labour under the terms of the Treaty of Rome,
and it would be possible to apply an alternative system of incentives and dis-
incentives to the various zones.

Such a system would be an extension of the philosophy behind the Com-
munity's decision in October, 1971 (on a proposal from the Commissifnn) 1o
classify regions as peripheral or central, and to restrict the value of any invest-
ment incentives in central regions over and above the normal nationwide levels
of assistance to 20% of the investment cost. The peripheral regions are the
Mezzogiorno, West and South West France, West Berlin and the German
frontier zones—all other areas are classified as central.

I would like to turn now to a number of specific proposals that occur to me as
an interested observer of European regional development. We ha.ve seen t‘t}at
the regional policy measures adopted in Britain and the Community countries
have, broadly, overcome the tendency for the gap betfveefn nch. and poor
regions 10 widen, but have not generally succeeded in bringing regions closer
together. The solution to the problems of regional imbalance seems therefore;}(])
de;nand stronger action. In order to overcome the natural tend‘ency for grow
0 be concentrated in and around the main industrial conurbations, we seem tg
need ereater incentives to development in the less developed regions, an
g:'eate; disincentives to development in congested areas.

wn) and the

12 See for exzmple the Hunt Report on Intermediate Areas (Minority Report by Professor Bro
Lebour Party Stody Regional Plonning Policy.
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1 offer these suggestions only as examples of the fields where there may be
scope for strengthening the existing framework of European regional policy
measures. Within the broad issue there are a number of particular problems.

For example, we have seen that the problems of many regions are associated
with the gradual rundown of the coal industries which began in the middle
1950s and has continued to the present time. This is true in Britain, France and
Belgium and, to a lesser extent, in Germany and the Netherlands. In recent
months, however, there has been mounting public concern over the security
and price of energy supplies, following the dislocations in the oil market during
the winter of 1970/71 and the substantial price increases secured by the oil
producing countries. It is now widely recognised that a substantial base of in-
digenous energy production is likely to be the most effective means of ensuring
that the availability of energy supplies is sufficient to meet the rapidly growing
requirements in Western Euroape.!3 Coal remains the major source of indigenous
energy in Europe. A concerted policy of stabilising coal production throughout
Western Europe would, therefore, have two great attractions. First, it would
guarantee improved security of energy supply. Second, it would eliminate the
pressures of decline in the coalfield areas, and greatly reduce their regional
problems. I believe that this could be one of the most effective single regional
policy options available to us today.

We have seen the importance of developing an adequate social and industrial
infrastructure in the less developed regions. I believe that this will continue to
be of prime importance, and that every encouragement should be given to in-
creased activity in this field. As the industrial environment in a region is im-
proved, 50 a larger number of companies will be encouraged to establish opera-
tions there.

All parts of the Community currently benefit from subsidies and assistance paid
under the common agricultural policy. Indeed, support for agriculture accounts
for the great bulk of the Community’s annual budget. Of a total budget of
$ 3 055 million in 1971, the European Agricultural Guidance and Guarantee
Fund will receive $ 2 630 million—86 % of the total Less than 10% of the
Agricultural Fund will go to the Guidance Section for the promotion of struc-
tural improvement in agriculture. The remainder will go in support for Com-
munity farming. I believe that the time may now be approaching when we
should be thinking in terms of directing financial support to a much greater
extent towards the encouragement of industrial developments in areas where
the proportion of the population employed on the land is very high, and rather
less towards the direct support of agriculture. It is precisely because some
regions are very heavily dependent upon agriculture and that their industrial
base has grown only slowly, that they are economically depressed today.

13 For a fuller analysis of the smportance of an indigenous energy policy see Energy Resources for Western
Europe published by the Association for Coal m Europe, 1971.
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The undoubted aim of regional policy is the stimulation of faster industrial
growth in the less developed regions. Where 2 region remains predominantly
agricultural, this must inevitably mean 2 move of workpeople away from the
land and into the factories. From 2 regional policy standpoint, therefore, the
continued support of agriculture in such region appears counter-productive.

The Commission has extended its regional studies since publication of it
Memoerandum on Regional Policy in 1969, znd in October, 1971 proposed that
$ 250 million should ba spent over the next five years in subsidies to employers
at the rate of § 1500 for each new industrial job created for a farmer or one
of his children. This would be znother important step in fostering economic
growth in the underdeveloped agricultural regions. In itself, however, it prob-
ably will not go far enough. What is neaded is the allocation of substantizlly
increased resources, both on 2 Community and 2 nzational basis, to the solution
of the regionzal problem through the stimulation of a faster rate of industrial
development in the less developed regions. If this is not done quickly the social
and economic imbalances will become more marked and act as 2 major restric-
tion oa the growth and wellbaing of the Community as 2 whole.

Revised Regional Incentives in the UK

The Government published 2 White Paper on industrial and regional aeve}o_p-
ment on March 22nd 1972. In its introduction on regiopzl policy, the White
Pzper states:

“The problem of the older industrial areas is deep-seated znd loag term.

Its most serious symptom is the high level of unempio}mez_ﬁ, but therf: Farz
others—net outward migration. slow economic growth, derelict land, old an
obsolete factorv buildings znd often 2 relatively low level of amemtv Symp-
toms such as these only too often turn into the causes of further declne.

i ject ive govern-
“The ending of regional imbalance hzs been an objective of succe&zz i
meants in the UK for nearly four decedes. Much has been achiev O e
solution is vet in sight. ...It is cleer that the accumulated measures Ob

vears are not enongh.”

The main changes introduced in this White Paper are as follows:

(2) fres depreciztion in the form of a 100% first year zllowence will be

i ent 1 inerv aend
zveilzble throughout the countrs on &ll imvestment m maa:;lril;i Eal o
plant. New industrial buildings and structures will recelve "
towence of £09¢ in 2l parts of the couniry. (Previously; 12106‘ e
machinery znd plant atiracted 2 TSt year e:IIoW:.;nceTof :t S
daveloprrfem eress, and 1006c I developgzem arezs. ne' (.: i

: industrizl buildings was 305% in non assisted areas and 40% m

on i S 2

areas).
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(b) these measures eliminate all tax related incentives to regional develop-
m.ent. The government is introducing a new system of cash grants to
late industrial develor in the regions. These new grants will

also supercede the building and operational grants at present available
under the Local Employment Act. The new grant will be available to firms
already established in the assisted areas on the same basis and at the same
rates as to incoming firms. They will also be available for modernisation
projects, as well as for new developments. In the special development,
development and intermediate areas and, for two years, in derelict land
clearance areas, regional development grants will be made towards capital
expenditure on buildings in the manufacturing, mining and construction
sectors. In the special develop and develop areas, regional
development grants will also be made towards capital expenditure on new
plant and machinery and on mining works. Regional development grants
will be at the rate of 22% in special development areas and 20% in other
assisted areas. The structure of the grants will then be as follows:

Regional Development Grants in Assisted Areas

. (in %)
Plant Machmery e
and Mining Works Buildings
Special Development Areas 22 22
Development Areas 20 20
Intermediate Areas 20
Derelict Land Clearance Areas
(for two years only) 20
(1) The new grants will not be treated as reducing the capital which capital

for tax purposes

(2) Regional development grants will be made in respect of capital expenditure on new buildings and pew plant

and machiniery and mining works on premises wholly or mainly occupied for carrying on the quabifymg
activities 1n mming and i

There are two important new departures in these revised regional incen-
tives. First, the nationalised coal and steel industries will qualify for
regional development grant for all their activities in the regions. (Other
nationalised industries are not excluded from the new arrangement, but
their operations will not, in general, qualify for grant). Second, tax al-
fowances will be given on the full capital expenditure even when part of
the expenditure is financed by regional development grant.

(c) The government is revising the boundaries of assisted areas so that.the
whole of the North West and Yorkshire and Humberside planning regions
outside the present development areas will receive intermediate area status.
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(Figures relate to 1968 except where stated)

French regionat statistics

P t Ut Agriculture as Average GDP Relation to
Density % 9% of Total Per Capita National
eople per km2) Employment $ (1962) Average
781 19 L1 1558 L30
63 11 18.4
123 1563 1.31
72 994 0.83
82 1230 1.03
50 1087 0.91
48 979 0.82
52 995 0.83
309 1.8 8.3 1,298 1.09
77 12 29.5
91 863 0.72
81 1012 0.85
58 904 0.75
98 11 11.9
97 1288 1.08
1 1207 101
62 1159 0.97
52 18 252
43 946 * 0.79
60 1130 0.94
48 891 0.74
83 13 14.2
51 1000 0.84
102 1242 1.04
78 32 13.7
63 987 0.82
106 0.97
24 1158
92 16 147 1196 100
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TABLE D

. Area Population & i
Regions as % of as % of %ﬁiﬁﬁ .
Total Total 1958-68% oy
Ragleperke
North-West - 11.2 11.7 + 129
chmqnt 8.3 8.0 + 139
Val d’Aosta 1.1 0.2 ) i
Liguria : MY
i 1.8 3’5 +107 10
L mlar fy — 7.8 15.3 + 16.8 s
orth-East — 131 11.3 + 46 M
Trentino Alto Adige 45 15 + 86 5
chego _ ) 6.0 7:5 + 4:8 i
_ Friuli-Venzia Giulia 2.6 23 + 15 d
Emilia-Romagna 7.3 7.1 + 50 I
Centre - 14.5 10.3 + 34 il
Tuscany 7.5 6.4 + 59 i
Umbria 2.8 14 ~ 20 g
 The Marches 32 2.5 + 04 9
Lazio 5.7 8.5 + 211 3
Campania - 4,5 9.5 + 113 i
Abruzzi-Molise - 5.0 2.8 - 28 265
Abruzzi 3.4 22 ~ 12 ﬂf
Molise 14.6 0.6 - 77 11
South — 14.6 11.7 + 43 ;
Apulia 6.3 6.7 + 67 ;6
Basilicate 3.3 1.2 — 06 1?
Calabria 5.0 3.8 + 1.7 66
Sicily 8.4 9.0 + 48 139
Sardinia 7.9 2.8 + 8.1 lS‘I
TOTAL 100.0 100.0 + 87 f
I

Sources: Regional Statistics
Basic Statistics of the Community

248



Italian regional statistics

1968
Populat L ploy Agriculture as Average GDP Relation to
Density % % of Total Per Capita National
ople per km?) Employment $ Average
184 22 16.5
169 1847 1.33
33 1759
344 1870 135
345 1.9 7.3 2050 148
153 24 2.5
61 1293 0,93
221 1366 0.99
161 1411 102
172 2.7 26.8 1622 117
136 29 233
149 1528 110
93 1264 0.91
140 1171 0.84
265 42 147 1481 1.07
38 4.3 214 916 0.66
101 46 422
1 929 0.67
% 744 0.54
142 st 4.7
186 910 0.66
P 789 0.57
R 682 049
189 37 315 1z 0.8
62 4.8 32.7 941 0.68
. 32 229 1386 1.00
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TABLE G
UNITED KINGDOM
Unemployment percentage in the regions

sept,
1960 | 1965 | 1966 | 1967 | 1968 | 1969 | 1970 | 1971

Assisted Regions

Scotland 361 30 29| 39| 3.8} 37| 43| 62 Au:
North 29 | 26} 26 | 40| 47 | 48| 48 | 63 Seela
Wales 2.7 26 | 29 | 4.1 401 41| 40| 50 Nerh
Wil
Other Regions
Yorkshire + 1.0 1.1 1.2 1 2.1 26 ) 26 1 29 | 43 0
Humberside  (a) Yorks
East Midlands (a) 1.0 0.9 1.1 1.8 1.9 1 20| 23] 33 |
West Midlands 1.0 0.9 1.3 25 ) 22 ] 20 ) 23] 56 Rt
East Anglia 1.0 1.3 14 | 21 201 19} 21 ] 32 Fis
South East 1.0 { 0.9 1.0 1.7 161 1.6 | 1.7 20 St
South West (a) 1.7 1.6 1.8 251 251 27| 28] 34 L
North West (a) 1.9 1.6 1.5 | 25 251 25| 271 45 Yor
Totals
Great Britain 1.6 1.4 151 24| 241 24 26 39 Cract
Northern Ireland 6.7 6.1 6.1 7.7 72} 73] 7.0 | 88

(a) Parts of these Regions are also assisted.
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TABLEH

UNITED KINGDOM
Factory building approved

(Industrial Development Certificates issued)

Million square feet

Region 1962 1969
Assisted Regions
Scotland 37 9.1
North 3.0 9.9
Wales 2.1 8.3
Other regions
Yorkshire & Humberside 24 107
East Midlands 22 4.1
West Midlands 37 59
East Anglia 18 40
South East 11.8 13.9
South West 2.4 42
North West 4.4 106
Great Britain 373 80.7

Note- Factory building approvals were at a generally low levelin 1962,
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CONDITIONS NECESSARY SO THAT INVESTMENTS
BE UNDERTAKINGS OF MEMBER COUNTRIES
BE INCREASINGLY DIRECTED TOWARDS
THE LESS DEVELOPED REGIONS OF THE

COMMUNITY:

FUNCTIONS OF INDUSTRIE
AND PUBLIC AUTHORITIES(*)

M. DIDO
Introduction

Taking as a starting point the statement delivered to this meeting which is to
seck the relations existing at Community level between a certain number of
economuc, social and political problems and industrial development, we see that
the problem of development can no longer be approached only in quantitative
terms nor by higher or fower rates of increase in national income but that it is
necessary to go beyond this type of aggregate indices in order to ascertain
what sometimes unsuspected or conscious realities lie behind them.

The address must, therefore, be enlarged to include qualitative aspects relative
to the production method, to facets of distribution, to those of certain environ-
mental “developments” and of the standard and quality of living.

We do not wish to make here a closer examination of these aspects (th}s will
be done by other sources) nor do we wish to make a general accusation of
quantitative aspects of industrial development.

On the contrary, we remain convinced that the process of economic progress
and development is increasingly set in terms of industrialization.

The gap between quantitative and qualitative development is, in our opinion,
clearly indicated by low rates of activity and employment, by pathological
forms of underemployment of large sections of the labour force, placed at the
fringe of the system, by the presence of conspicuous social transfers- tending to
reduce the increasing disparity between participation in the production process
and participation in distribution.

Whether for the process of production inside an economic system OT for ﬂ:tle
process of international integration, the problem of what, how an.d for wlﬂoma S(SJ
produce is still with us. In general these latter aspects, ne.glected in the cog?jp ;
of a national economic system, have never been takfzg into serious con;x1 dera
tion as regards international integration by the prevailing theory and publicity-

(*) Translated from the Italian
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We consider that, as in the past, these problems must receive our fullest atten-
tion, also that of Governments and Community organisations.

Also in connection with economic integration it is in fact important to ask
oneself who carries out integration and in whose favour.!

At national and international levels it is necessary to go beyond the narrow
limits of business efficiency and productivity motivated by private profit in
order to refer to broader concepts such as those of social productivity. Only
in this way can a correct estimate be made of the costs and benefits of certain

and develop processes, normally estimated in
quantitative terms only.

We shall try to see briefly in the ambit of this large and complex problem
which are the structural disparities between the various regions of the Com-
munity.

We shall, therefore, make a brief analysis of some aspects of the theory and
policy of regional development, placing them in relation to the problem of the
theory and policy of international and, in our case, European integration.

In doing this we shall work on the basic assumption that there is an analogy
between inter-regional and international devel in the pass of a
system of roughly mixed economy and we shall put in prominence the in-
sufficiency of certain theoretical formulations which continue, nevertheless, to
influence strongly the formulation of national and Community economic
policy.

We shall see to what extent formulations of this kind have influenced in the
past and still influence at present the elaboration of regional and structural
policy of the Community, by carrying out a critical analysis of the principal
documents on sectoral policies and on topics of 2 more general character like
regional palicy which we ider as being a di ion included in all 1
policies and economic policy in general, and of Werner’s report for its signif-
icant implications on institutional matters and the ambitiousness of the aims
proposed.

We shall try to specify the reasons why productive investments, instead of
being directed towards the less developed regions (“Mezzogiorno” of Italy,
Southern and Western France, etc.) are increasingly concentrated in the more
advanced or so-called “central” regions.

We shall try to demonstrate how this situation has stemmed from the spon-
taneous functioning of the economic mechanism at national and international
3 See S Perroux, Infégration Econopuque Quiintégre? au bénéfice de qui s'opére I'intégration? in Economies

Applguées, 1956,
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levels and how the problem is aggravated at Community level by the weakn

and insufficiency of existing and foreseen instruments to implement a pol
of rebalance and development.

Bearing in mind the aim of reaching a better balanced and harmonious develc
ment in accordance with indications contained in Art. 2 of the Treaty of Ron
we shall try to specify what in our view should be the role of public a
private undertakings at regional and Community levels.

The nced which has emerged hitherto is that of having new and more efficic
instruments of regional policy at national level and, for a more valid reasc
at Community level, if the Community is to play in the future a role which
its own, which is incisive and not marginal, in the face of the serious probler
which afflict European society.

Such instruments, as we have said already must be graded and differentiati
according to the type of regions and to the type of investment.

With the same object in mind we shall indicate the fundamental lines gf
syndical strategy at regional, national and Community levels which, conscio
of the extent and the seriousness of the problems under reference, has the ai
of creating the conditions for a participation of the labour forces and a di
ferent and fairer process of Community and international integration.

Some data on the structural disparities between Community regions

In the autumn of 1971, the Statistical Office of tt}e European Comm}mig:
published an analytical statement of data on regional development in

Community.

Apart from the technical aspects conceming‘ the measu:ement.of the rillsfha:;
ties between advanced and less advanced regions, one observes in gem’;ii e
despite the efforts made hitherto the disparity n}stead of teud.mg .to o or
tends to increase. The phenomenon of concentration of ?opulatlgn 1It1h e
developed areas continues: from 1950 to 1969 the regions ofh ctu e i
many, the Paris region and regions of North-VfJe.steru Ital); a‘&ge5 o o
population grow from respectively 15.4 to 19.4 million, fromGr to 2 A eston
11.3 to 14.6 million. On the other hand, regions like Norgh ‘ermeas)é, e e
France and the North-East Italy have seen their population mcr

the rest of the Community.

i i nom
The region which has experienced the largest fhght' of pqpullatlxon,naisp?:cmn
enon of real mass emigration, has been the Mezzogiorno in Ita y.h e th
ed that in the sixties, an annual average of 183 000 pergc;lsof e bopuls
Mezzogiorno. Contrary to what might be expected, over 60%

1
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labourers who immigrated to Member Countries has come from countries not
belonging to the Community.

The total labpur force employed in the Community agricultural sector was
around 30 million in 1950, it dropped towards mid 1960 and stood at 11.5
million in 1968.

The ratio of agricultural employment to total employment which in 1950
touched the extremes in Italy (43.9%) and in Belgium (12.6%) was modified
towards 1968 to 21.9 for the first country and 6.1% for the second. The Com-
munity produces these figures as a reduction in the disparity of the sector; this
phenomenon seems obvious to us given the scanty meaning of the data jn
terms of percentages. In fact, behind those percentages hide quite different
absolute data the comparison of which assumes a different importance. There
remains the reality of large masses still employed in agriculture; there remains
also the reality of the achievement of this result through the more costly way
which is that of emigration, as already mentioned during the sixties at least, of
60% to countries outside the Community.

Italy and France remain the countries where the ratio of agricultural popula-
tion is the highest; it is in these countries that the peripheric zones with high
agricultural employment are the more numerous: 13 regions in Italy and 11 in
France.

In the Community’s industrial sector, as a whole, employment has moved from
26 million (in 1950) to 31 million in 1960, stabilizing at the latter level
(42.7%) during the period 1960-68.

During the two periods the rate of employment in the secondary sector has
increased in all countries except Belgium during the first period when 1t fell
from 49% to 47.7% (1961) and to 43.4% in 1969, and in Germany during
the second period when it moved from 49% in 1961 to 47.9% in 1968.

In the large geographical zones it has been observed that whilst in 1950 the
regions with high employment in the secondary sector were concentrated in
three large areas, the first from Northern France to Brunswick through the
Benelux and the Ruhr, the second from Lorraine to Unterfranken, and the
third substantially Lombardy, in 1968, through the process of development in
the industrial sector of the intermediate areas, these three large areas were
tinked to each other.

Third sector. In this sector employment has gone from 23 million in 1950 to
28 million in 1960 and 30 million in 1968; the relative ratios of the datf:s
mentioned were respectively 32.8%, 37.7% and 42.1%. The differences in
ratios in this third sector which reached their peaks in 1950 in Ttaly with
26.6% and in the Netherlands with 45% were drastically reduced towards
1968 when the average was around 40% with a low of 37.3% for Italy.
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SUC]} information of a structural character seems to hint at some convergence
b.ut‘ In general it is not much suitable for measuring the disparity; in fact it i
limited to supplying percentages in the composition of employment in the

various sectors without telling us how high this employment is and without
telling us how productive it is.

In dealing with total employment one observes a reduction in occupation in
45 out of 100 Community regions. In this phenomenon 16 out of the 20
Italian regions were affected, 14 of the 38 German ones, 9 of the 21 French
ones and 5 of the 9 Belgian and Luxemburg regions.

Of these 45 regions, 31 show that the increase in occupation outside agricul-
ture has not succeeded to counter-balance the reduction in occupation in the
agricultural sector. This has been the case particularly at the periphery of the
Community i.e. in 8 regions of Western France, in 14 of Southern and
Eastern Italy and in 5 of Northern and Eastern Germany.

In 14 regions, together with a reduction in employment in the primary sector,
there has been reductions in occupations in the secondary and tertiary sectors
also. Of these a first group includes the Eastern regions of the Federal Re-
public of Germany and a second group the coal-beds of Northern France and
Southern Belgium.

Still referring to 1950, 1960 and 1968, the distribution in Community_ f:m-
ployment between the 20 large geographical zones has undfergone modifica-
tions which have seen an increase in the ratio of certain regions (such as tl}e
Paris region, Eastern and Western Netherlands and Western Germany) in

relation to total employment.

Contrarywise a reduction has been noted in regions such as Western Frf;C)e
(from 10.62 to 9.78%), North-Eastern Italy (from §.84 to 5.53 to 5.3f om,
Central Italy (from 5.50 to 541 to 4.98%) and again Southern Italy (fro

9.36 to 8.64 to 8.22%).

. . . = . . Of
Gross internal product and revenue. In this connection the dissimilarity

ity of the
available information certainly does not help to get close to the reality o

i i i is con-
situation; the disparity is partly lessened if the information on revenue !

unced if
sidered. Differences in structural character are clearer and more prono

i i ct.
for the single regions we obtain information relatwe? to 'grosz mtelfggi I;ixotggri—
This information does not in fact include the contnbutx_ons }; fmed o
ties through transfers; moreover, at least whe.re Italy is :lci):bﬂit ”[‘he o
information on revenue leaves much to be desired as to T fabil yijercentages
requirement concerning measuringldata J:E’;ﬁzt g};f ‘l;zgérlllg Sl;c;ms tg percone

bsolute figures the simple me h see
Egéfsgsi?l 2btaining agrltlealistic idea on the nature of the disparity.

In France figures of direct income are available for 1962 and 1966.
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In 1962 the disparity between regions of lowest index (the South and the
Pyrenees = 3804 FF) and the region with the highest index (Paris =
7233 FF) was of 73.4 points. However the Parisian Tegion is an exception
and therefore if it is removed the disparity between maximum and minimum
indices is lowered to only 14.2 points. But between 1962 and 1966 percentage
increases in the various regions had a tendency to widen the disparity. A
minimum of 3.5% was recorded in Auvergne, 5.2% in Higher Normandy,
1.8% 1n the Paris region. The difference between maximum and minimum
ndices in 1967 moved to 16.6 points.

In Italy the years taken in account are those from 1957 to 1966. In 1957 the
Italian internal product for Calabria was 170 000 whilst that of the Valle
d’Aosta was 611000 (higher than the Community average). The disparity
between the lowest and the highest index in Italy was at a maximum (124.7).
In 1966 the disparity was still maintained at 98.5 pomts The closer figures
are due, however, to a slowing down in the rate of increase in more advanced
regions rather than a marked increase in the backward ones. This should be
verified in all countries to get an idea of the trend in the situation.

From Community Bulletin No. 12 of December 1971 we quote the summary
table on movement of the disparities for the years indicated:

Production per head
national average = 100)
Germany (FR) (1957/66) from 113.0 to 108,2
France (1962/67) » T13.4to 758 (income)
Italy (1957/66) , 1147to 985
Belgium (1957/66) s, 49.1to 533
Netherlands (1960/65) , 30.6t0 362

As already mentioned, in Italy the reduction in dsparity is due to the slow
increase in the more advanced regions whilst the index of poorer regions has
remained unchanged.

The changes can be partly attributed to migration. In the German l?ederal
Republic the more advanced regions have seen their index lowered whilst the
less advanced ones have seen a definite improvement in their position.

In regrouping the regions inside each member country .according to gross
internal product we have seen that in France the disparity between regions
with the lowest GIP and those with the highest GIP has widened due to the
slow increase in the poorer regions.

The same occurrence (increase rate relatively inferior in less developed regions)
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has been observed in Italy, but the increase in population in poorer regions
has been slower and has, therefore, increased the development rate of the £ross
internal product more on the whole than in the more advanced regions.

These are the official figures on employment and income but, as is known,
these do not tell the whole truth; there remains the information on hidden
unemployment, under-employment, on persons who through lack of availabili-
ty of employment remain outside the labour market; this situation is reflected
in Italy by a very low rate of activity, 36.4% in 1968 which was then below

the Community’s average (38.8%) by 2.4 points. During recent years this rate
has been reduced to rcach a point below 36%.

If this information of the past is not encouraging, the estimates up to 1981 as
shown in the Memorandum of the Italian Government to the Community are
even less cncouraging and positive. Projecting up to 1981 the trends for the
period 1967-70 (a relatively fairly favourable period) the Italian Ministry of
Labour reckons that in Italy in 1981 unemployment could reach a minimum of
2 200 000 and a maximum of 4 600 000.

These figures reflect the seriousness of the situation. In the Mezzogiorno alone
unemployment could reach between 1100000 (low estimate) and 2 350 000
(high estimate). What these figures can mean in terms of increased disparity
can be easily realized.

For these reasons we consider that the Italian Mezzogiorno due to the acute-
ness and dramatic aspects of the problem constitutes the nucleous of thg v./hole
strategy of regional development not only in Italy, not only becaus§ it is an
Italian problem, but also because it is inside the Community and is thus a
Community problem.

The limits within which the prepared strategies will show their Worth.in th.ls
typical case, par excellence, of underdevelopment inside the Community will
show us how to tackle other problems of underdevelopment in other 'backward
regions of Member Countries and of those about to join the Community.

With regard to past experience it must unfortunately be afimitt‘eq that tge
Mezzogiorno of Italy constitutes the clearest proof of the mw{ahdlty of the
formulation of the concept and of the complete failure of Italian and Com-

munity regional policy.

The limits within which the opportune lessons can be learnt from. this Pamftl:l
experience may perhaps enable the Community and Italy to face in futl.lre ’:he
structural problems which, as we shall see soon, can place under discussion the
whole character of the Community.

260



Outline of regional economic theory and international integration

In this part we shall not seek to devise or to develop our theory on economic
and regional development nor shall we make a detailed analysis of all the
proposed and applied theories.

We shall only consider, perhaps at the risk of being thought to be superficial
and unorthodox, the theory which, to us, appears as the most suited to re-
present the economic phenomenon and to suggest instruments which are apt to
overcome the grave situation of structural imbalance which can be noticed at
national, Commumity and international levels,

The reasoning, even if it is frequently diected to regional policy and to
development in the European Community with necessary adjustments, will
also be valid beyond the case under study.

We start from the initial consideration that in its spontaneous growth, econom-
ic develop gives rise to ph of territorial, sectoral, structural and
other imbalances; the reasons why these occur in the first place can be many:
different availability of natural resources, geographical location, climatic con-
ditions, historical-cultural factors, different qualification of labour; the list
could continue and take into account particular situations but this is not the
aim.

We wish to point out right away that at a given time, i a given country, Lhe{e
is a given situation determined historically and practically anq its .analysxs
will show the most suitable measures for the pursuit of an economic policy.

Concerning the Community and Italian situations we have already seen the
main characteristics of disparity between advanced and less advanced regions.

We believe that it is in the nature of the economic process to evolve according
to a cumulative process in which the development of a given area attracts
other growth factors through the so-called effect of polarisation which is
normally opposed by that of diffusion; the growth.of an area should have the
incidental effect of growth in adjoining areas or regions.

The problem of disparities stems from the fact that pormally t.he effects of
polarisation or convergence exceed those of diffusion or centr}fugal effects
and, therefore, instead of decreasing, the disparity between regions becomes
mote pronounced.

Concentration in a given area of productive concerns should, from .the point of
view of the concerns, have the effect of realizing extel:na] economies not only
through the location within that area of similar industries, but also of dxff.efcm
ones; the concentration of concerns can avail itself of a whole set of auxiliary
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scryiccs (maintecnance and repair of machinery, etc.), of specialized labour
which tends to flow where demand and, therefore, reward is higher.

We have said that this is valid for the contractor and, in general, it is also
valid for the Community but not invariably so; up to a certain point the con-
centration allows the exploitation of a series of outside economies; after a
certain stage, whilst the advantages to the contractor remain, there arises the
problem of social cost of infrastructure which implies such a large amount of
investments as to prevent productive and infrastructure investments in the
other regions. A conflict thus arises between business and private expedient
—and a social expedient—or utility which is normally overcome through public
intervention.

It is true to say that the theory does not indicate exactly the limit of the
above but it should be said that this limit cannot be found in an abstract way
but in a practical onc, by refercnce to well determined situations. In other
words, it would be futile to seck the best size of a city, an area or a region; it
is relatively casier to obtain rather clear ideas on what does not function in a
given area, in a given region at a certain period of time.

We agree with Mr Ezra, our co-reporter, that there are at least two main
reasons for justifying the action of public authoritics, one of a social character
and the other of economic character. The first concerns the necessity to use to
its fullest extent the function of a collective utility i.e. of the whole popul‘ation
in less developed regions and, therefore, it is necessary to put in motion 2
process to improve the standard of living and the possibility of employment n
this sector of the population. The second reason, of a narrower economic
character is that, should it be decided to accept the state of imbalance v.vifh' a
high rate of unemployment and with infrastructures whose economig gctm'ues
are in general decline in the under developed regions, the coHect1y1ty as a
whole would suffer in terms of lack of development and revenue which could
have been yielded with full use of the factors and which instead is not produced.

Where we are not in agreement with our co-reporter is the way in v:vhmh he
puts the question dealing with the decision to be reached on the pasxs of the
dilemma: move labour where the possibilities of employment exist or alter-
natively, move or create employment possibilities where labour is available.

In our view the dilemma does not in fact exist where proble{ns of reg}ona}
development in the Community are concerned; i‘t may be valid for regxfor.ls-
deveiopment of a country which on the whole is in the early stages o Ih
dustrialization when it is all the more necessary and opportune to 'explmtdtte
graded and outside economies which we mentioned earlier and which lead to

concentration of enterprises.

This dilemma loses its meaning in a country which has already reached an
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advanced state of development but shows signs of the dualism mentioned.
Where Italy is concerned the matter has been dealt with by Vera Lutz in a
well known book but the author could not find support.

Or the other hand, it is sufficient to consider the situation of high concentra-
tion existing in advanced regions to see a collapse of the alternative.

All the more reasons for the dilemma or the alternative to give way when one
considers the question of regional development within the larger ambit of the
Community and which would consist of the massive shift of millions of workers
from one country to an other with almost 1nsolvable problems

We would not wish, however to quote our co-reporter out of context; even if
he mentions the alternative, he overcomes it immediately because whilst it can
have a certamn validity in some cases, as we have said, it does not in general
stand up to the case of regional policy which we are examimng.

We are again in agreement with our co-reporter when he states that there are
at least two aspects to the problem requiring a decisive intervention on the part
of public authorities; one 1s to have a development policy for the less advanced
regions, the other 1s to fight congestion because of its social problems for the
whole collectivity in the more developed regions.

On the other hand there 1s to be considered that the shift of workers only is
not acceptable, mobility of capital can and must exist also for reasons of
economic suitability and from the point of view of the collectivity.

It is a lack of acknowledgement of the invalidity of the supposition of classical
economy relative to the shift of factors and types of market which cause
incomprehensions or insufficient elaborations of economic policy.

Difficult as it is to acknowledge, yet 1t is always a free-trade concession to
direct and classical origins which guides the economic policy of western coun-
tries despite the fact that sufficient progress has been made at least at theoretical
level.

This detachment from, and delay in, the theory ap.phed‘to reality has se.rious
consequences which can be seen every day especially in the field of inter-
national economy.

At the level of national economic system, economic policies rely still on the
assumption of a shift of goods and factors and it is not realised that in a way
of dualist characteristics, already mentioned, which leads to a progressive
concentration of capital, in reality the assumption loses its value and it must
therefore be ri ined; it is a question of adopting the mode! so as to in-
clude or take into account the relative immobility of capital.
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f\t inte:rnational level onc started, and still starts, from the assumption of
lmmol?lhty of labour and capital in order to demonstrate immediately how by
removing {rontiers customs and by admitting international commerce one

r.cachcc1 an increased prosperity of the collectivity concerned and a specializa-
tion in production.

In this case also the insufficiency of the supposition is enormous; both factors
move however with unbalancing effects because they are on a par with what
occurs at national level; the movement of capital, instead of being directed
towards underdeveloped regions encourages the integration of advanced regions
between themselves to the exclusion of others and this is due to the fact that
cnterprises moving outside their national boundaries are usually the large
monopolistic and oligopolistic groups oriented towards the exploitation of the
market wherever it may cxist.

In reality, mobility of labour at international level is not the movement con-
jectured by the classics and neo-classics but is a real and true emigration with
all the costs we know, whether at the level of outside diseconomies in congest-
ed areas, or at the level of loss of factors and gradual impoverishment in zones
of origin.

Beneath these conjectures relative to the conditions of factors are those relative
to the type of the market. At present the influence of those who seek the free
trade theory is clearly evident at the level of international economic integra-
tion theory. It is assumed that production occurs under conditions of perfect
competition, something which is not found in the reality which is dominated
by large oligopolistic groups and from this conjecture all the rest derives.

Regional policy in the main documents of the Community
A regional policy for the EEC (1969)

After the Conference on Regional Economies of 1961 and th.e pursuit of .the
tasks by experts, prolonged until 1964,2 on 11th May 19.65 a first communica-
tion was presented to the Council of Ministers on the subject.

In the meantime, at Community level, a Committee had been formed for
medium term economic policy; it leaves out generic directions and creates an
organism, at least formally, to examine problems of greater breadth than those

2 The work by the experts has been summarised in a publication which anticipated in s.ubstance thehoﬂic::tl
document; it contains a part dedicated to objective principles and means of regional policy and an other p.

. . . onal
coasists of enclosures concerning regionat policies in Member Countries. For further details, see Regional

. he Report by the experts
icy il - Report by the group of experts, Brussels, July 1964. See p. 41 of t ) :
a2 potat f rever. d . subsequent documents and which copstitutes

(1964); this is a point which has never been taken up again in :
the biggest gap in these, a real Achilles heel of the whole foundation,
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of d?e conjectural policy which had maintained a prevalence, Thus, in the first
medium term programme which concerns the years 1966-70 and which was
approved on 21st April 1967 a chapter is dedicated to regional policy “in which
the necessity is underlined of planning in this matter a set of institutional
measures based on programmes covering several years, aiming at facilitating in
particular the coordination of the means used by regional, national and Com-
munity institutions” (Document EEC 1969 p. 10).

The basic concept adopted is that of the first communication which revolves
around (a) the creation of infrastructures and general conditions for the loca-
tion of enterprises and (b) the creation of poles of growth. Regarding the
proposals made by the experts an important step backward is noted in regard to
two points:

(1) Agriculture which, to the experts, seemed the sector to be directed to-
wards zones scantily populated assumes here at least the same importance
as industry in general for all regions.

(2) Interventions in the industrial sector according to the indications contain-
ed in the First Programme on medium term are to be concentrated in
poles of growth. The main difference with the views expressed by the
experts is the abandonment of the Correct statement underlining the im-
portance of interventions in the processing industries and not only the
basic ones in order to avoid, as they express it, creating “oasis in the
desert” around which there is a complete void. But the most qualifying
item in the statement by the experts is that of simultaneity of intervention
for the creation of enterprises as a whole of infrastructures. In fact, past
experience of twenty years of development policy for the Mezzogiorno in
Italy shows that the creation of conditions for locating enterprises 1s not,
in itself, sufficient for industrialisation of less developed regions.

Apart from the fact that a considerable infrastructure existed already in the
Mezzogiorno of Italy, its impr and its strengthening by th lves do
pot bring development, therefore to aim at infrastructure means in reality an
unwillingness to face the problem.

The same argument is valid for the poles of development if the fundamental
nucleus of these poles become—as has been the Italian case—basic industry,
be it chemical or iron and steel.

“The process of production takes place in a closed circuit: supplies of raw
materials extracted on the spot or imported, processing into one or seve'ral
products through one or several successive phases, mark.etAmg and sale outside
the region; thus it is possible, on a par wit.l} other conditions, that the added
value in the region should be relatively limited.”

It cannot be said that these tried and correct considerations were taken into
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account in following documents. Nevertheless, the indications contained in the
first programme on a medium term constitute, because they have been approv-
ed by the governments of Member Countries, the fundamental basis on which
action can be build and intensificd (Document EEC 1969, p. 10).

In view of the severe limits of origin it is not surprising if in the end the main
emphasis of the document on regional policy is directed towards the problems
of coordination of policies followed by Member Countries. In fact the consid-
eration on availability of transport in the infrastructure in the vicinity of
national boundarices, of industrial congestion in certain zones, and of the race
in increases of incentives, push logically to a kind of coordinated policy in
Community actions, but in substance they end by denying the deeper reasons
and objectives of regional policy. This way of operating by regional and
partial policy is limited in that it does not go to the core of imbalances be-
tween central and peripheric regions; it confronts the problem of waste of
resources which in itself can be a real objective, it is not sufficient because it
moves at the margin of an attitude on intervention which in itself is not apt to
resolve the problem of regional imbalance.

This is confirmed in the document when defining the object of regional policy
which would be established “by conditions of location of economic activities
and of the population bearing in mind the requircments of technique, of the
cconomy, the needs and aspirations of the population, also territorial charac-
teristics.” (Document on Regional Policy 1969 p. 22).

It is in appearance only that such a concept may seem advanced: in substance
it reflects a conception of public intervention which in Italy was typical c?f the
fiftics, i.c. a public intervention based mainly, if not exclusively, on infra-

structure policy.

The only difference is that the concept of infrastructure is no longer meant i
its traditional and comprehensive sense, i.c. roads, sewerage, means of trans-
port and communication, but in a much wider sense which embraces elements

of a material and intellectual character.

Reference is made to all this equipment which makes possiblg the. expla.nation
of the multiplicity of material and spiritual functions of man in his habitat on

the whole.

These include, therefore, not only the whole of the serv"ices which generally
form part of the tertiary production, but also those .Wthh bc?long to the'so
called “quartenary”’, that is to say services of cultural, informative and creative

characters.

eal leap in quality as to

. . : d or, if one prefers, ar -
Whilst noting a big step forwar > be asserted that all this

the conception of infrastructures, it must, nevertheless,

266




may be unrealistic; such a topic may become quite fancifully ambitious and
abstract if it is not made simultaneously with that of direct interventions.

It is necessary here to take up again and not to abandon the topic of the
experts regarding the necessity for simultaneous interventions in infrastruc-
tures (as widely as one wishes) and of productive activities.

Otherwise the topic of material and intellectual infrastructures becomes in the
first place impossible and if, nonetheless it were possible, it would present
serious dangers at the level of possibilities of developing directly productive
activities not only in less developed regions but also in the so-called advanced
ones.

Likewse, the discussions on the permanent nature of the objective of regional
policy is abstract and unrealistic as is also the statement that it assumes or
b a fund 1 d ion of and social policy of public
authorities (Document EEC, Regional Policy, 1969, p. 27).

The role of the latter in the followng page, limits itself to furnishing a support
“for the improvement in conditions of location” so that private initiative can
fully develop its function of promotion and development”.

This is derived expliaitly from the kind of statement which inspired the
Treaties notwithstanding the assertions made of idealistic enunciations in
recent times relative to the surmounting imbalances and to the expressed desire
to face the serious social problems of the Community and which inevitably
ends by permeating the imposition of all the general and specific Community
policies.

By limiting the task of public authorities at the stage of infrastructur.e pre-
paredness, the role which these should play in the actual development is also
Iimited in reality and private initiative is left with the task of overcoming
imbalances and any function is denied to public enterprises and to State
participation.

In these conditions it is essential that the assertions Conceming. the tasks' qf
regional policy for solving the employment Problems with 2 maximum partici-
pation of the population in order to obtain an economic optimum remain
functional in the interests of monopolistic and oligopolistic groups which can
thus decide whether and how to employ available labour, dlspcs; f’f a mass of
reserve labour in order to keep wages low. If, on the one hand, it is stated that
the task of regional policy is also that of sqlvmg employm?nt prqblefns, but
on the other hand there are no measures suitable for pursuing objectives the
statement is contradictory, It is evidently not suff.icnent to assert that lEere
is a necessity for training and retraining labour; this problem exists but ¢ e:e
is also the one of creating vacancies which do not exist; nor is it sufficient to
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fan_lploy labour on a temporary basis for the construction of infrastructures:
1t 1s necessary that it should have continuity and stability in employment, ’

Only.thus can the topic become realistic and credible and the document also
uses 1t concerning the necessity of re-qualifying the production process in the
sense of producing new goods with a higher added value and technological
content whilst it cannot be accepted if it refers, as it does, to the necessity of
climinating any form of industrial protection or when investment is made in
order to keep structures rather than renew them.

To follow the latter course would mean in fact a worsening of the disparity
between advanced and backward regions, it means ignoring the fact that in
many of the backward regions there are no structures to maintain or transform,
but the problem does exist of creating them from new.

Page 32 of same document on regional policy mentions that the disparity
between “positive qualitative development and purely quantitative develop-
ment is noticed by the under-employment of low rates of activities, by the
existence of substantial transfers (tending to lessen the disparity between
participation in production and participation in distribution of revenue), by
occurrences of emigration, by periods of overheating, but on this consideration
is made to depend the necessity of controlling transfers and therefore the
request to relate it to productivity thus introducing implicitly the policy of
wages income. One can deduce from such a gap that the adjustment of struc-
tures does not overcome imbalances as would seem logical but “limits trans-
fers to a minimum”. The waivering attitude in such a statement emerges clear-
ly because “the voluntary character of location is not so large as to make it
possible to do everything everywhere” (Document p. 33).

Whilst recognizing explicitly that the “progressive fulfilment of the Common
Market tends therefore to increase in some cases the already excessive ?nd
prejudicial disparities of territorial distribution of production (p. 34) it insists,
in a highly contradictory statement which affirms, on the one hanq, tha't “the
main objective or regional policy consists in the creation and admimstratlon.of
the localisation of sectoral activities” and at the same time makes the point
“the success of sectoral policy and development policy in general, on the
efficient achievement of objectives of regional policy” whilst on the ot.her hal'ld
when dealing with sectoral policy, as we shall see in the case of industrial
policy, it exhausts the subject of localisation by generally referring I.)a!ck tcf)
regional policy. It is therefore necessary that beyond the formal recc?gnltxf)n 0
the importance of structural interventions at the level of sectoral policy—inter-
ventions which are the conditio sine qua and which cannot overcome t'he
disparities between weak and strong points—notice be heeded of .th1s necessity
and the interventions and policies should not be fragmented as is th'e case at
present; the criteria of certain sectoral policies shg:uld. be r.e-exannnefl but,
above all, the concept that general economic policy is oriented regionally
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should be applied in the reality and all consequences should be drawn from
this assertion, relinquishing the limitative concept of objectives of regional
policy. We give one single example of this sharp contradiction which is the
most obvious one: it is the one relative to common agricultural policy.

In 1971, the overall budget of the Community rose to 3 055 million dollars of
which 2630 went to the EAGGF (European Agricultural Guidance and
Guarantee Fund) or an amount equivalent to 86% of the total. Of this sum,
which is really impressive relative to the situation of the Community funds,
only 10% went to the Guidance section, there to be directed to the promotion
of better productive structures in the sector. As for the rest, the funds went to
maintain prices of produce with the disproportionate and disorted effects all
are aware of.

We think it 1s necessary and urgent to reverse this state of affairs. The sign of
this change will be seen in the necessity of examining again the cnteria of the
common agricultural policy. The moment has come to think about directing
the main portion of interventions not to the support policy of agricultural
prices but to structures in the industrial and agricuitural sectors and, as con-
cerns the revenue of the latter, change the criterium of intervention to more
direct ones, more efficient and less Lable to inequalities and abuses.

In this way only the Community can, on the one hand, begin to assume direct
responsibilities for industrialization of less developed regions and, on the other
hand, face the serious social problems of support of agricultural revenues.

Measures, The coherence and credibility of certain assertions find their verifica-
tion through passing from the topic of objectives and tasks of the regional
policy to that of measures and tasks of the Community. In our opinion, it is
here that the reasoning becomes thin, it fades and is inconsistent, it unde'r-
mines seriously the credibility of the Community’s will to assume some role in
regional policy.

As for the instruments on the whole, we believe there is a relinquishment and
2 way of thinking which require closer examination; mention is n.xade of
“investment expenses” in a casual way as regards professional formation an
re-training and also equip t; E , the el phasis centres on fhe necessity
of reaching more extensive rationality and avoid wastage, nothing is said about
the volume which in certain sectors is either insufficient or, altogether, non-
existent, the relation of capital-employment is mentioned but only to seek
greater strictness in public expenditure on the part of Member Countries.

If such statement has a sense, it is for the current paru'qn qf public expeaditure
(as in the Italian case), but to state it with such indifference assumes a
reactionary note. The problem is rather to .ex:a.mme a type of €Xpenses f\:l;xmcx;
in capital account particularly as regards investments, the problem is that of
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new instruments to control these, instruments apt to direct investments into
labour-intensive sectors having a high value added content. On the require-
ments of such instruments however not a word is written in the document.

The fundamental contradiction reaches its terms when on page 52, in opposi-
tion to what is stated on page 54, it adopts the erroneous concept that struc-
tural disparitics in social and economic sectors of Member Countries “will not
be cffectively removed until a single market is created inside the economic
union.” Evidently at this point what had been said earlier has been completely
forgotten and not only in this regard! Recalling now the “imponderable
factors” the possibility to appraise “the effective disparities between the various
regions as rcgards conditions of location” is put in question! But we do not
wish to insist on these aspects because we would enter into a weaker and in-
definite ficld; we wish to make some comments on the question of the single
market as a condition for overcoming the disparity in the structures. The
above assertion means in reality taking back all that was said before, it means
being unaware of the strong analogy between inter-regional and international
development, it also means being unaware that, at national level, despite the
single market, structural differences between the different regions instead of
being reduced frequently increase through the “endogenous-cumulative” process
which favours the more advanced regions. Otherwise stated, the automatic or
spontancous functioning of the economic system stimulates disparities and does
not rcduce them. Public intervention starts at this point (as seen in the same
document particularly in the form of transfers, etc.) but evidently it is in-
sufficient at national level and, anyhow, it is there to influence demand. The
situation is more scrious at interregional level due to the non-existence, except
in an embryonic form, of the measures which exist at national level; the
danger is therefore greater.

Industrial and regional policies (1970)

The limits in the concept of regional policy seem clear if one refers to the
industrial policy of the Community, now being formulated.?

There are five points of reference in the document:

(1) Completion of the single market; _ '

(2) Unification of the juridical, fiscal and financial framework;

(3) Re-structuring of enterprises; )

(4) Organisation of alterations and ad;u_stments.; ) . _

(5) Extension of Community solidarity in relations with Third Countries
(Memorandum p. 15).

As can be seen, any discussion on localization of enterprises and, therefc];re, igf
regional dimension of the problem is excluded. On the other hand the

issi i 1s, 1970.
3 See: Industrial policy of the Community. Memorandum by the Commission to the Council, Brusse!
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dependence and separation of the topics emerge clearly, for instance on page
26 of the document mentioned when not only does it choose prejudicially in
favour of professional and geographical mobility, but also it expresses a clearly
negative opinion on direct forms of aid for industry.

“Independently of the objectives proposed for social and regional policies,
from the point of view of industrial policy, it is of utmost importance that
professional mobility be encouraged and, within a certain measure, geo-
graphical mobility of labour. Aid to Iabour mobility in its various forms
(professional formation, indemnity for loss of wages, removal indemnity, hous-
ing indemnity) is frequently an indirect form of aid to industry, more intel-
ligent than the larger part of direct aids too easily diverted from their ob-
jective and leading easily to always new requests.” (Memorandum p. 26).

It is evident that beneath such reasoning is the assumption that present in-
dustrial production organization does not present problems of sectoral and
territorial concentrations and that everything is running as smoothly as pos-
sible. In the whole document are to be found very vague allusions to regional
policy, the importance of which is indicated in an indefimte way, and to the
need of a better coordination.

Regional policy is not considered as an overall dimension which covers and
permeates all sectoral policies but it exists as a complementary function to the
industrial one and “can also contribute, thanks to intelligent selections, to
accomplish a better geographical balance of industrial development, reducing
eventual excesses which its search for efficacy could involve” (Memorandum,
p.102).

The assumption beneath this is the same as before, that of synchronized
development, an assumption which, as is known by all, bears no comparison
whatever either with the reality of facts or with theoretical assumptions on the
working of markets and development of economic systems and which in any
case are excluded by the same Treaties which have provided for a whole senes
of recalls against obstacles and imbalances which may compromise the process
of economic integration.

In the appropriate paragraph of Chapter 1 of Part Three, social and regional
measures are expressly mentioned again. The first of _t.hese are fedurfed to fhe
fundamental question, but not the only one, of professional quallflc.anon whilst
the second deals with simple questions of coordination and the obvious need of
aid or incentive measures of regional character. (Memorandum pp. 218-220).

Whilst acknowledging the importance of regional measures these are in fact
only related to industrial transformations in advz'mced and deve'loped regions.
The question occurs immediately: which industrial transformations are !Jemg
dealt with in under-developed regions when in some of these there is no
industry at all?
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In its statement of principles directed to rationalization of that which exists
already the document, in dealing with industrial policy, does not lay down the
problem of industrialization of less advanced regions and insists on the er-
roncous concept of the creation of infrastructures even if defined in a wide
sense, i.e. inclusive of material and intellectual infrastructures and financial
aid grants for which coordination, limitation and discipline are desired to
avoid forms of competition between various states or regions and which in the
past has meant and still means today a considerable waste of resources. The
opportune common doctrine on regional industrial policy would still consist of
coordination of initiatives so as to avoid investments to be made in sectors
which at community level have reached a point of saturation or in sectors
which, in general, do not offer good prospects of development.

In this report our task has been limited, in accordance with the agreements, to
analyse the reasons why capital is not transferred to under-developed regions,
therefore, we have tried to see in the document on industrial policy first of all
the parts which arc concerned with aspects of regional policy.

Industrial policy is, nevertheless, too important a problem for workers and
society and, therefore, we cannot do otherwise than express a few brief con-
siderations on some of its aspects.

This document, in fact, whilst associating itself with qualitative aspects and the
type of industrial development to be proposed to European society does not
deal with the problem—this also goes for other problems—but limits itself to a
general reference to other documents which are not there and which we shall
probably never see.

The consequence of this is that the finalization of industrial development .ti'ed
to the logic of private profit, with all the contradictions and incongruities
which go with it, is in the end clearly accepted.

The proof of this is that, on the whole, problems relative to questions such as:
what to produce, how and for whom to produce, and conditions of workers in
the factory, etc. are not even taken into consideration.

It is not sufficient, in fact, to say that goods with a higher technological con-
tent must be produced if we have not first made clear for whom these goods
are produced and what purpose they serve.

Not to deal with these problems signifies a belief in the capacity on the part of

the market to solve them all; this is certainly not the case and is contrary to
the requirement expressed by the Community that a document be drawn up on

industrial policy.

In Italy, at national level, the syndicates, in unison, have placed on record in a
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document on economic and social situations,* the three pillars upon which rest

their comprehensive strategy:

(a) full employ and develop of Mezzogiorno;

(b) social reforms (i.e. higher standard of living and human progress for the
working classes);

(e) better conditions for workers in factories.

This means tackling on the one hand, the sharp disparity between North and
South to allow participation in the productive process of large strata of the
population still on the outside and on the other hand, adopt a series of teforms
like those of schools, health, transport, pensions, which weigh heavily on the
standard of living of workers.

This involves, at least where Italy is concerned, the necessity and urgency,
which cannot be put off, of establishing priorities between a series of pos-
sibilties given the available resources; these priorities, in our view must go
towards the development of social services, sacrificing a portion of private
consumer goods onr which industrial development has been mainly based during
the last two decades.

It is necessary, therefore, to reconsider the overall demand and give preference
to social services whilst limiting consumer and capital goods.

The question concerning what to produce assumes importance also from the
point of view of relations between the communities and Third Countries,
especially those on their way towards development.

1t is not here a question of expressing a general disposition establishing com-
mercial relations with all countries—this is not sufficient—we are all aware of
the serious obstacles interfering with the develop of currency )i
between rich and poor countries (deterioration in exchange, scarcity of inter-
national liquidity, exchange instability, etc.), it is necessary to move forward
and see first of all together with these countries what kind of goods they
require most, to create the conditions for credit facilities, finance, character,
etc. which are required to ease exchanges with them.

This implics also the acceptance of only few large enterprises of ne'o-cc!onial-
ist type which, as in the past, continue the exploitation and qetenoratxon (_)f
natural resources or the exploitation of market pott.:ntial which emerges in
these countries. Thus, ope cannot accept the standpom_t of the Mem?randum
generally in favour of amalgamations and concgntrat}ons .becanse. it wc.m\_d
mean accepting the road leading towards a gen?rallzed situation of ol{gopolf;txc
competition between the largest concerns .w!nch are t’or'eyer seeking mlgr
markets to exploit. Nor can one accept the idea of oligopolistic group or multi-

4 Document CGIL, CISL, UIL of 6th October 1971,
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nal enterprises with a European sign-board to oppose to oligopolies and
inationals with an American sign-board.

reat separately the social aspects of amalgamation and concentration
s to us to be an insufficient and useless choice. The project, unspecified, of
n on individual guarantees for workers dependent on firms which are on
oint of amalgamation or concentration or of coming under the control of
s, is but a formal guarantee and is not sufficient if it is not incorporated

e actual contract of employment in the countries in question and in the
munity.

out control of, and prior vigilant examination by public institutions on
ffects of amalgamation or concentration, without the control of workers
the challenge of an anti-monopolistic community policy, the attitude
rally favourable to amalgamation and concentration is translated, in reali-
1 an attitude of real and fitting support for the interests of oligopolistic
ps to the harm of small and medium size enterprises thus made to bear
1creasing domination and damage to collectivity and consumer.

ler plan on economic and monetary union

tions of structural and regional policies come also on the scenc in rcgard
e latest initiative by the Community on economic and monetary union.
ire dealing with this document because we believe that in t!ns fx?ld, at
at the level of statement, certain Community problems which hitherto
been omitted either through inaction or through lack of courage, arc now
ning to be open to discussicn.

ing from the correct premise that “the realizati.o_n of an overall economltc
ce” can be compromised by structural dispantnes, the Soc.umcm q;ﬁctl;f
cooperation in structural policy in the various sectors “will contr uhc
ercome these obstacles; however, these policies “cannot come undcr' tm
sive authority of national budgets” and, therefore, they will also have
alt with at Community level.

ese assertions show that at Community Icvcl.thcrc is an awatr)cr;ﬁsiq(ig
in problems they become dangerous if, in thc_ light o_f what !1‘:15 tlcC C;;m-
¢ concerning the documents on regional and 1f1du§trml policics, l;ing fo!c
ty’s competence should be limited to a coorc!m:"umg and cgmrol e
¢ various sectoral policies, if it should b.c.lxmucd to makmg‘cgf‘.md. e
wronizing the promotional intervention policies as has been under: )

ommunity hitherto.

1t1 . ~conted re-
known, Werner's report is the most ambitious document pru.il.m(.d (
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sive stages of an economic and monetary union to be achieved through the
gradual centralization of monetary policies and budgets. In other words, the
management of liquidity, the creation of a monetary base policy in the face of
outside countries, the essential data of national public budgets (level, balances,
and method of finance) should be decided at Community level. The corollary
of these general and convincing principles should be that structural and region-
al policies would also come under the authority of the Community.

It does not appear that the Community institutions are quite clear about the
politico-institutional implications of such a theme if they limit themselves to
the supposition of a modification in the Rome treaties.

At the moment we are not interested in dealing with this complex and delicate
problem; in any case we think that we can state that the topic taken up in the
report is a “future refuge”, a topic with no possible chances of realization
without a precautionary or, at least, contested democratization of the Com-
munity structure and without an effective and incisive participation of the
working masses in its functioning.

Because of these reasons we believe that all or almost all the premises and
presuppositions for such an ambitious scheme are missing, even if it can be
realized in successive stages.

In this connection it 1s necessary to state that whilst the Werner Plan proposes
the centralization of decisions on monetary policy, it does not appear to go
beyond a certain coordination of budget policies. We make this remark to show
that even in the event of a Community policy to tackle seriously regional and
structural policies, there would be no premises even with the fulfilment of the
Plan. In fact, the realization of the Plan would not allow (in its present form)
for a policy of direct structural intervention on the part of the Community
and, if this is so, then the problems of regional imbalances cannot be dealt
with.

This becomes evident if one reflects a moment on the nature of these im-
balances which can have different origins: exogenous or endogenous or both.
In either case a region or country achieves higher rates of develognfe.nt
through an increase in outside or foreign demand or bec?use'of an mxf\a\
advantage due to expansion of one or several key sectors which give the region
a higher accumulation rate, a higher level of investments anfi higher ?roduc-
tive rates. In its turn, higher productivity results in larger profits (more 1'memal
savings) and increased exports (more foreign saving). If this saving is used
efficiently a cumulative process results which tends to enlarge spomancou;ly
the disparity between one region or country and the other. We have already
commented on the inadequacy of the policy on trans_fers of resources at

level. At Co: ity, jnternational or mter-regxon_al levels t'h? px;ob<
lem is aggravated either because transfers, when they do exist, are minimal or
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trend is limited to real and fitting monetary measures which would give a
greater relief to the already strong prevalence of trade aspects and do not ex-
tend to the perfection of a series of measures on budgetary policy which
permit substantial transfers of resources from the more advanced regions to
those which are less favoured. This means to devise a policy of public with-
drawals and expenses at Community level; this is not dealt with in Werner’s
report and it seems that the propositions do not exist,

Hypothesis for a regional policy of rebalanced development

The failure of the twenty year policy in infrastructures which was applied in
Italy, the marked insufficiency of the policy itself on incentives-deterrents even
when it is stated that incentives must be “selective” as in the preliminary
programme for 1971-75 (Italy), shows that other means must be found for a
solution. The same considerations—or similar ones—can be given for other
countries of the EEC or those close to 1t as for instance the United Kingdom
where, whilst having characteristics different from those of Italy, the infra-
structures and incentive policies have not solved the problem of industrializa-
tion of under-developed regions. Moreover, one can see how the localization of
industries in regions lacking adequate infrastructures occurs regularly, for
instance in countries being developed or those of Eastern Europe, and is there-
fore determined by definite market nterests which evidently do not exist for
private capital in the depressed regions of the EEC or Western Europe.

‘The solution can only be found in a fundamental action on the structures and
on the hanisms of lation and i acting as 2 lever on public
industry through institutional interventions in depressed areas, interventions
endowed with a dynamic capacity for the selection of new sectors and new
courses of development.

It is necessary to devise an overall strategy of develogment‘ with pragm:{tie
selections and coherent instruments, with the definite intention of reversing
the imbalance in progress by fighting its structural roots.

The search for the practical stages of such strategy cannot bx.:t start from some
preliminary considerations. The Italian Mezzoglorno constitutes the clearest
manifestation and the vital point of the whole mechanism of national and
Community imbalances. It constitutes therefore the place of attack andr in
this way it becomes the lever of a regional, national .and Commumti: policy
and, thus, of an industrial and development policy intent on u:vm \'oxj?ng
factually the tendencies now to be seen. The attack against the ?rcv;nal;lg
conditions in the Mezzogiorno is a fulcrum and a Iever.for alnau;)tnaof nd
Community policy of rebalance and mx.xst §ecome an mteglrac tigﬁs ot

industrial policy apd of public intervention 11 the majo:h s€ i;dustrialimtiog
sectors, aiming at a new direction int development so that the
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The topic of agricultural industrialization is linked to the other main reform
that of enterprises with State participation and, in the background, of the func:
tion of public industry and with the objective of a new national and Communi-
ty trend for the industrial apparatus and its restructurisation for a new kind of
develop The function of busi enterprises with state participation at
Community level becomes possible and necessary by the increasing weight of
public intervention in the economy and because in numerous countries there
subsists a public industry, expanding in some cases.

From a qualitative point of view enterprises with State participation do not
enforce a productive policy in contrast to present trends with mechanisms of
accumulation and investment which govern these; instead, they constitute a
unity and a functional opportunity subordinate to the control of large private
capital.

In this compass has occurred the concentration of activities by public industries
in the production of basic products for which they have ceased their anti-
monopolistic role both as to prices and trends, this has happened notoriously
in Italy with the giving up by ENI of a share in fertilizers in contrast to
Montecatini and the IRI-FIAT agreement on steel products; on the other hand
they have used vast amounts of public resources 1n production with a high
investment cost and low rate of added value so as to place them at the disposal
of a productive process hinging on durable consumer goods, a closed preserve
of private capital which can draw from 1t higher medium term profits, a more
intensive plundering of revenue in the national market, greater competitive
strength in an internationa! splitting up of labour in the petro-chemical sector
and of undertakings similar to those IRT recently established in some countries.

The role and the weight of public industry 1s, on the other hand, essential to
shift the axis of production from durable consumer goods to those, besides
those of primary consumption, to implements and those having 2 high tgchno-
logical content, in a better balanced relationship. This shift to proflus:non of
impl to plant installations and to “propulsive technology™, if it has a
maximum significance at national level where it moust 'fmd organised outlets,
requires also a complementary Community direction which favours the national
process at a uniform rate of expansion.

1t is in the interest of the depressed areas of the Italian Nonh-cemre.and tlu?se
of other European countries not to repeat the failurf of th‘e Mez.zogncmo wm},
its policy of incentives, of infrastructures, of “poles. and ‘oasis in the d_ese‘:

but to carry out a general re-structurization of. the mfiustnz'\l apparatusN;n e
way already mentioned, so as to give to t}le 3ndustnallzz'\tnon of the y e?.:‘:-
giorno and to agriculture a lever and essential impetus Wthh.ﬂ()WS b:;;: f't"s
own in the area in question. For the course prqposed to take 1}5 full e ;c :h is
necessary that the new industrial initiatives in the Mezzogiorno and other
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depressed zones look either to commodities with large size plant and
gree of technology, or to manufacturing activities allied, above all, to
tions in the strategic sectors, It is necessary for new major initiative
clude jn their programmes the setting up around them of “integrated
tion systems” through which verticalization and ramification of actiy
achicved, derived and induced by these initiatives and simultaneously
sification with collateral initiatives. Such “systems” must bring their
to the “plans of zones” for agricultural transformations. That this is {
way is demonstrated by failure of the attempts made in other directi
the “Apulia pole of development” devised with much care by the E
which failed through the absence of a nerve centre and of clear arran
in sectoral community policies.

The actions by undertakings with State participation supported by t
coursc and by a scheme of re-balancing, are linked with the role th
develop for the imposition and fulfilment of sectoral policies which
such course.

The actions of scctoral policies Icad to a single view of all developmen
in industrialized or depressed areas.

Within these limits the problems of control of capital and trends in inve
of large private companies are set to channel their investments not
scctors in difficulty and in depressed regions but also in sectors and
with a high level of investment and employment, and towards the nev
of development and related process of industrial restructurization and I
tion. The question arises, therefore, of a public intervention in the p
companies; this intervention must be decisive in the various se'ctors S
determine the sectoral development programmes, enrolling these in new
trends of which public industry constitutes the nerve centre.

Industrial restructurization of implements, plants and “propulsi\{e te'chl
must give the European community an industrial apparatus which is 1
and functional for an economic commercial relation with the areas ple
or engaged in an accelerated industrialization: socia\.list countries ?.nd c
being developed. Industrialization of the M?zzogzorno, of agricultu
of other depressed regions of the Community also forms part of 1
structurization.

We have now to deal with the part relative to the various measures :
struments which can and must be put into effect but .only asiume 'thexr
cance if they are finalized and chanelled on gt'aneral ‘hnes of “key }xx'strz
of sectoral policy and the action by enterprises Wxth Sta}te pagxgpaJ
gaged in a different development and m a ?eba.lancmg action and e;;
strategic and propulsive industrial localization 1n the Mezzogiorno in

indicated.
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New and more adcquate instruments for an EEC regional policy

We have seen in the brief theoretical exposition how it is i possible to end at
Customs Union_ or at th.e limits of the Common Market the actions resulting
from the reasoning of oligopolies or multinational enterprises. The enlargement

of the EEC i.n reality tend§ to aggravate the dangers in the measure in which
the Community could acquire the character of a sort of free trade area.

We have previously examined the fundamental general lines of the Community
documents, the insufficiency and partiality of the instruments proposed and
which accepted the reasoning of private profit, for the exploitation of workers
and which are not apt at all to oppose a spontancous development of the
system.

We have also said that the statement on the decision reached by the Councit
in connection with Werner’s project for Economic and Monetary Union is in-
sufficient and contradictory.

We now say that to continue with this project until the anticipated aims are
reached would mean in reality a monetary union only and not an economic
one.

The latter is characterised by the same elements which characterise the econ-
omy of an autc and independent nation except for the true political
elements which immediately follow on.

If this is true, then the qualification of Monetary Union is no longer a super-
fluous term but rather the fundamental characteristic. If Werner’s project is so,
it shapes like a lame man with one leg developed but damaged and not fully
efficient (monetary policy) and one leg not even at the embryonic stage .of
development (budget policy). If we consider the typical difficulty agq rigidity
of budget policy at national level and if we consider the insufficiency of
monetary policy in order to promote 2 revival and developn}ent, always at
national level even more so at Community level, one is s?eklng to set upa
mechanism which actually cannot function very far. The idea of .creatmg a
single currency is the fruit of a monetary illusion of the same k{nd as the
illusion one wishes to give to the working masses and to Eurcpeans in general.

Conceived in this way the Monetary Union can be of some use to Govemo'rs
of the Europe;lx‘: Cenfral Banks whrz will be abl'e to increase theu-' influence in
the International Monetary Fund, but it will give advantages neither to wor-
kers nor to the Governments of member countries which, on the contrary,
can see a substantial reduction in their ability to control and support the
overall demand already sufficiently restricted.

The corollary to Werner's proposal of creating a single market of capital
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without control nor discipline appears to us as irresponsible and extremely
dangerous; it would mean meeting the interests of International finance groups
and allowing them to plunder savings wherever they are without taking into

account the implications of the monetary and financial policies of member
countries.

Having considered the reaiity of the situation we think that it is unnecessary
to dwell any longer on the problems of the economic union and therefore we
shall now deal with the instruments as they could and should be with present
institutional guarantees or after marginal alternations.

We start with the question of coordination and obviousness of the complex
systems of direct aid to enterprises for industrial and regional development; at
first sight it could be thought that the Community’s initiative in this matter is
entirely positive and well deserving but this is not so; even if there are positive
aspects—and we do not wish to deny that there are some—there are also
negative and dangerous ones. Actually the proposal of the Community up to
now is really not clear and it is necessary therefore to elucidate the equivocal
elements.

Above all it must be made clear that a proposal of coordination and transpar-
ency cannot be intended in the sense of placing all regions or areas (zones)
on the same level. It is therefore necessary that the subdivision of the Cf)m-
munity surface in one hundred or more regions shall not stop here; regions
should be classified according to types which are clearly and well defined for
the purpose of regional policy.

We think that it is worthwhile to consider carefully the British experience on
regional matters which Mr Ezra describes in his report with much clarity.

Regions in Great Britain are classified according to three main ca}tegOHESI
intermediate areas or regions, areas of development and areas of special devtzlé
opment. Mr Ezra in referring to proposals made in El.ngland~suggests tg;:a "
possibility be considered of sub-dividing the .Commun.lty regions accor1 a;eas
four types of areas, i.e. development areas, intermediate areas, neutra
(normal) and congested areas.

Aid policy having been made ciear and coordinated, itz should take into accgg:é
the need to graduate and differentiate aids according to type as prop
above.

To place all areas at a same level according to 2 rough and sunple' Z‘fbéggs“;ﬁ
between developed and backward areas and then'ask_w]}y capit o Tt
flow towards less developed regions. is an absurdity; it is alsg1 ab?r]ious o
putting a question which can result in an extren.:lely simple ztm tg e ote
swer: under such conditions it does not suit the private contractor
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a productive activity in backward regions, at a higher cost of the operation,
because of greater uncertainty, due to the further distance of the goods and
therefore higher transport costs, the isolation that the introduction in an under-
developed area implies and for a series of imponderables, amongst which are
those related to a different social-cultural sphere.

We do not wish to make a very analytical and profound statement on the various
types of regional policy measures, as far as we know. This has been trifliantly
done by Mr Ezra and therefore we refer to his report for a closer examination.

It seems opportune to emphasize that if the C ity wants a policy on
localisation it must not stop at the general statement but must go beyond; the
Community and Member States can and must avail themselves of the direct
and indirect instruments of localisation policy, of instruments of quantitative
and qualitative type.

The pre-emnent qualitative instrument 1s the grant of authorisation which has
been successfully adopted in Great Britain. It allows control of investments in
an intelligent way and in a way which is not costly; the authorisation remains
the most significant direct instrument. No less important obviously are all the
other instruments of quantitative type, such as, on the one hand, fiscal exemp-
tions, subsidies, credit participati interest allo , sharing in the sunk
capital, etc. or, on the other hand, deterrents or differential taxation rates.

Neither in this respect shall we dwell on details, the various mstrumengs adopt-
ed by member and associated countries are fisted and apalysed in many
d also in Cy ity ones

A second requirement for grades and differentiation should be {nemloned, not
this time in relation to the type of aere or region where it is pl:oposed fo
localise investments, but in relation to the type of iﬂvestmept itself, its charac-
teristics in regard to employment and to the technological content of he
productive plant.

A more serious effort for the effective control of investments can cnly_be
made in this way, control which, wth facts and not only words, shculd. bring
or at least make easier the investments in less advanced areas, also of invest-
ments which are labour-intensive and with a high technological contents.

Should Community legislation 1n this matter .becoma uniform a.mlil coherexrlt
with the objectives which, we are told, it is desired to pursue, then the danlglei:
of escape of capital from one country to an o_ther could be.come rext}ofe;‘
on this topic of coordination that the Community should act in our opinion.

decisive and collateral intervention for a

Thi: i oses a ;
e or fiscal regulations of member countries as

series of synchronizing measures on
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to the treatment of revenue from capital and taxation on companies. It pre-

Supposes moreover an adequate pressure on certain nearby countries with so
called “fiscal heavens”.

Public enterprises

It is with the public enterprises and enterprises with State participation how-
cver that public authorities can play a leading role in regional development
policy. For this instrument a new approach is however required; the coursz
must be changed so as not to continue, as in the past. an action which is in line
with spontaneous development of the system with an action answering purely
to business criteria. It is evident that a situation in which private companies
concentrate normally in the more developed zones, public business with a
state participation can play a leading role in reversing this tendency and in
producing conditions of localisation also for private companies.

Public enterprises can and must be at the centre of the so called integrated
development projects in an attitude which can no longer be that of subordina-
tion to the large private interests of oligopolies but with its own function and
initiative, not only in the basic sectors but also in the processing ones with
higher employment prospects.

It is only through entering into the processing industry that public enterpri-ses
can acquire the benefits of heavy investments in basic sectors, benefits fvi.n.ch
will otherwise be taken by private industry; only thus have they the poss'lbxhty
of adopting a policy of alternative prices and of controlling decisions in the
matter by private oligopolies.

Turning once again to the specific role of the Community and the necessity
that it should dispose of efficient and adequate instruments, we shall con_sldeali
briefly the Report on Financial Means utiliseable for purposes of region .
development which in 1970 followed the General Report on Regional Policy-

This report takes up the various measures which can be adopted. on the baSIZ
of the rules of the actual Treaties however, contrary to expectations of som
hopeful individual, no steps are taken beyond the' analysis of the preser;: feazl;
for applying the measures; some brief remark is made on th.e posst tot};wW
improving their use but without expressing the least critical opinion as

these means had been misused in the past.

We are indeed surprised that enormous expenses continue 1o be sc?;dtule;ig 7?5f
the EAGGF; for the Guarantee section it is esum?.tc?d tha.t from 197 :_ﬂ o
about 2 933 million u.a. out of a total of 5708 mﬂhoq will be made a\m po
without any possibility of using such a sum for reglonal‘ purpfoses.me oy
being directed towards guaranteeing cerfain levels of prices of so g

5 See document SEC (70) 4377 . 2-12-1970.
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cultural produce, the differentiation according to regional needs is difficult to
understand and would anyhow be contrary in principle to Community thinking.

On the contrary, a differentiation could easily be realised if it were decided to
vse direct forms of integration of revenue.

In any case it.is the Guidance section which best lends itself to regional policy
action and it is here that one should look for direct jntervention on production
structures.

We have said that for 1971-75 it was estimated that the Guidance section
should use almost half the expenses on interventions of structural character;
we consider that such a percentage must increase if agriculture 15 not to remain
for ever a marginal sector and assisted activity, and 1f it is to become an
activity economically valid.

As to industry, interventions should be extended according to Art. 54 and 56
of the ESCS to all sectors which are 1n need of assistance; the limits placed
on steel centers and to conversion operations must be raised

In this respect the proposal made somewhere of setting up a European finance
society for interventions in the industrial and manufacturing sectors should be
considered; this society could find the necessary connections with national or
regional finance societies by means of participations which would consist of a
subdivision between more corporations of the risks involved.

It is clear that the instruments of intervention for the reconversion and for the
support of sectors in difficulty can easily be graded and differentjated for
purposes of regional policy and employment. Little can we say on the action
of the European investment Bank whose means naturally are increased and
used for financing individual projects and, better still, for financing integrated
projects of development in the sphere of “plans of zones”.

It is with this last jnstrument 1n fact that it is possible to evaluate better the
inter-depend and ity of in in a particular area, acting

P y .
preventively 50 as to avoid 1solated investments in the base sector aroupd which
there is vacunm.

The “plan of zone”—as also regional and national plans—must be above all
the instruments around which is realised the pamcxpapon.of social forces and
of workers in decision making in the economic and social field.

It must be an effective instrument of democracy and s.elf—determiga.tion 1hnl'_ri}lg1i‘
which local populations genuinely express their own interests and in a politica

ild- carrying them out. It roust, therefore, be an in-
Is)turﬁ?n::: i:;opt the’ mii:sa‘;fi ‘ry W ¢ of the working classes and, no less,
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an instrument for the execution of precise decisions taken centrally at national
and/or Community level.

In this sense, our institutional scheme presupposes the full realisation of
regional reform with an effective handing over of powers to the regions and to
the other local corporations, to cach one according to its competence.

The European Social Fund is a separate topic; its duration was initially expect-
cd to be only that of a transition period. The necessity to keep this organisa-
tion going and to invest it with new responsibilities has been acknowledged;
the ESC and other centres have had long sessions and some kind of under-
standing has been reached for the reform; a project for a new Statute has been
prepared by the Commission but the policy decision is still missing to this day;
we are in favour of getting over this situation of paralysis; we are also in
favour of its utilisation for purposes of regional policy and the use of the
means which are provided for in the interventions of type (a) and (b). The
same view holds good for proposals contained in the last document of the
Commission relative to “actions by the Commission cn regional policy in
agricultural priority regions of the Community”.¢

Whilst considering that, on the whole, the proposal made by the European
Interest Discount Fund for regional development is insufficient and incoherent
in respect of the pre-established aims, we think that should this propossﬁ be
re-examined and amended according to the indications we have given previous-
ly, it may find its own place in the ambit of specific instruments of regional
policy of the Community.

In addition to the Discount Fund enumerated above the proposal foresees 2
series of interventions for structures which we think is a move in th’e right
direction but, unfortunately, it must be noted that also this proposal—it fore-
sees a principle of aid graduation and differentiation in aid in accorda}r{ce with
what we have said earlier—remains as it stands and no policy decision has
been reached over it.

The assumption of policy responsibility by national and Cgmmu{llty 1nst}t§:
tions, in this connection, is particularly urgent and necessary if t.he %mpover]l:’sI
ment of these regions, still mainly agricultural, is not to persist irreparably.
Thus, we have seen even if only briefly, the principal n?e‘ans.the Commun:itz
disposes of or could dispose of with only marginal modxfmatxpns. We remare
convinced that they are insufficient and basical!y wea.k equ01ally if the};nful
left as they stand; a few exist but are useable in an 11'1eff1c1ent and ]‘Jir ooy
manner (see instruments for support of agricultural prices), others exis e
at the stage of proposal; all however are n-:lade use of or are capable oi awas
made use of in a subordinate attitude. It is, therefore, necessary to ge

6) See Community Document 1971 500 def. of 26/5/1971
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from this situation, to aband ptions of hical mobility of workers
and of regional policy directed exclusively to the realisation of infrastructures
and to assume the responsibility and the initiatives which are necessary in
order to get out of the paralysis in which the Community finds 1tself.

Trade union policy in the present situation

Considerations which have been developed in the report so far propose a
policy of bal d regional develor of the C ity countries and of
the whole Community itself.

Such kind of development requires a change from the present spontaneous
functioning of the economic mechanism at national and international levels,
through the control and orientation of productive investments in under-develop-
ed or congested zones.

A regional development policy must be coordinated with an industrial policy
of sectoral development and of its localisations, it cannot base itself exclusive-
ly onincentive or infrastructure policies but must boil down to direct productive
intervention which involves the fundamental role of public enterprises and
public authorities at the various regional, national and Community levels on
the grounds of principle that capital must be transferred where the labour force
exists and not the other way round.

It is on this basis that the objectives of social policy can be reached, particular-
ly as regards employment problems, civilized living conditions for workers and
for the population of all regions.

Sociat policy must no longer be the consequence of the selet_:t_ions and trends of
economic policy but, on the contrary, 1t must be the condition of a new eco-
nomic policy the objective of which is to overcome imbalances, secure full
employment and higher living standards starting from more humane conditions
of work.

Such a strategy of economic and social policy requires a strongly binding
participation from the labour force and of tradeAunxcxf qrgamsanons n partic-
ular in order to impose through struggle and bargaining new se\ec(.mns of
economic policies on the public authorities and to coqntcr»balance the increas-
ing weight of ofigopolistic groups m national Community lfe.

Whilst the process of economic integration evolves betyve.en x:ou;lelnest :fr eth_e
Community, even amidst difficulties and sharp contradictions, wuilse fore s
an enlargement in the process of restrucmmauou.and concentxl-::5 u:i:c‘i)s e
prises and whilst powerful multinational compantes emergltl?, trvities fn which
which leave out of account any interest of the national collectwvitie:
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they operate, the trade-union movement finds itself today in a condition of
almost complete impotence in the face of such occurrences and it loses thus at
Community level the power acquired at national level.

The trade-union is one of the fundamental instruments for exerting an ade-
quate pressure of renewed forces and to press forward, at national and Com.
munity levels, a new economic policy based on a change in relations of
strength and therefore in relations of power with the ownerships at business as

well as mankind levels and to agree to control and to contest the present
policy of investments.

The present want of unity in trade-union movements and the absence of a
unitary international strategy on the part of syndicates in the trade-union
movement in the EEC and in West European countries is one of the essential
reasons for action in order to achieve a real change in present reasoning on
cconomic development of the Community.

It is thus cssential that the trade-union movement should have its own strate-
gy of revendication over economic and social policies, it should alsp have an
international dimension and coordination based on the contest of the principle
of enterprise efficiency and productivity motivated by private profit so as to
impose a larger concept of social productivity; it should take the burden of
national and international problems of the collectivity. Such a strategy must
assume the fundamental objective of public control of capital and investments
(public companies, private ones and in particular the multinationals), of th_elr
orientation and localisations in accordance with an economic policy of in-
dustrial, sectoral and regional development particularly related to structural
transformation of agriculture.

Consistent with the objectives of economic policy, the formulation of a co-
ordinated syndical policy at Community level is essential. It should haxe at 1t2
centre the control of work organisms so as to guarantee humane conditions Of
work (problems of movement, of institutions, of qualifica.tic-ms), the controlgs
the labour market, the harmonization of providential policies both a:s_rega:h
distributions and the system of financing, wage and con.tra_ct policies ('E:
refusal of restrictive wage policies, of zone and sex differentiation, wage paré?
between workers and employees, etc.), and the duration of work (pensionable

age, weekly hours).

Directly connected with the programmes of trade-union re\tendl.catlons ;I:S
the need for a new development policy are the problems. of emigrations uset_ieS
weaken the contractual power of workers in the more industrialised coun le o
(to the point where emigration from cquntries outside tl}e Coﬁlmtu?tizel?s o
couraged in order to avoid EEC regulations on wage Panty) \(/ sd e op.
enormous exploitation of huge masses of workers coming from unde

elop-
ed regions and countries. The more acute conseguences of the present develop
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ment mechanism fall on these workers in the form of lower wages, degrading
conditions of living and of work, unemployment which hits them first in the
phases of an economic recession such as the one occurring at present.

Moreover, trade unions must harmonise their attitudes to problems of social
reforms and the raising of living standards (problems of homes and urbanisa-
tion, transports, schools, health and pollution).

Against this background the gain and defence of more extensive trade-union
nights acquires an increasing importance in places of work and the recognition,
not only at national level, but also at Community level, of the role and func-
tion of the trade unions which vindicate the value of their opinions not only
as regards problems of social policy but also the choice of economic policy and
the constant safeguard in all centres of their full autonomy of initiative.

The democratization of Community institutions—the most important political
problem of the EEC—to allow a real possibility of participation by workers
and the people in formulating and plishing new ic and social
policies, also goes for the establishment of a new kind of relation between
those EEC institutions and syndical organisati acknowledging their role and
function which must be exercised for the protection of workers and for the
democratic transformation of economic structures in the different countries and
in the Community as a whole.

Trade-union autonomous action is the direct expression of the real needs of
workers and becomes thus the essential factor in a policy of balanced regional
and sectoral economic development through the full utilization of all resources,
rot only material ones but above all the human ones.
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THE PRE-REQUISITES FOR AN INCREASE IN
INVESTMENTS BY EEC ENTERPRISES IN THE
LESS DEVELOPED REGIONS OF THE COMMUNITY(*)

G. KIENBAUM

Taking stock

In Germany an opinion poll has disclosed that 80% of the population think,
that the development of different parts of a country must be aligned with the
interest of the whole. However in our operating economic systems the setting
out of regional policy is giving rise to problems. For the corporate image of
the market ecconomy—all six Member States and also the four newcomers to
the EEC are basically market oriented national economies—the only really
adequate policy measures are those, which can be considered as congruent with
the market and which in the same way promote or handicap the whole. This
principle will certainly be partly contravened in regional policy in all Member
States, for state interventions apply to sectors and particular economic items.

All the same, regional policy is one of the essential constituents of a mz?rk.et
economy pattern, because our economy cannot prevent generating from wnt.hm
itself areas of varied economic strength, and the disparities grow. Every im-
balance will have its effects on the development and growth of the whole
national economy. To the institutions of the public authorities falls the task
of ensuring in all regions the provision for all citizens of the vitally necessary
and standard products and services and also taking over the guarantee _Of an
income for those earning a living. It then remains for these expe}'t bodies to
install a panel of instruments, which does not contradict the playing rules of
our economic system.

To begin with, such an assignment for the body of f:).(pe.rts shuts out f1011:
practical purposes any possibility of a passive rehabilitation of particuia
regions.

Development aid in one’s own country may become popular again. In German
economic circles there was never such a readiness before to retocate Produ.ctloli
premises or seek new sites. The point of departure for a Sys’[elTlatlc' reglontao
policy thus seems not unfavourable. An overall demand for IOC.athDS is fgce 0
face with a widespread supply. It will be the task of the pu})hc. autl?orltlesises
set up a rational platform for the “partners” to meet. This snuat.lon alrI o
equally from the municipal to the EEC level. On what scale authority wi
delegated is reserved for future discussion.

(*) Translated from the German
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Both industry and public authorities can gain in this undertaking. The economy
is groaning under mounting cost burdens in the conurbations and is seeking
a way out, which offers the best conditions—the public authorities are trying
to decentralize the conurbations in order to bring down the inevitably escalat-
ing social costs there. This task is eased by the fact that we are all living in
more or less growing national economies. Economic growth makes it possible
to bring about a levelling out without impairing or prejudicing the economic
strength of other regions, as would happen 1n a stagnating economy. Economic
growth, however masks in itself the latent danger of intensifying already
existing dispanties. This would appear to outline the point of departure situa-
tion. Industry and public authonties are equally agents of supply and demand
and there is an ambivalent relationship between them. The problems of regional
policy are not a case for an institutional levelling mania but rather for a
creation of unity within democratic plurality. No institution would think of
levelling all the regions by slowing down the more progressive or economically
stronger among them. On the contrary an attempt must be made to find the
optimum conditions for all.

We must start from the premise, that state interventions must be 50 directed,
that they do not handicap the strength of entrepreneurial initiative, still al-
ways the most effective trigger of growth. The difference between planning and
economic planning activity must always be clearly evident. But even the best
meant help can be detrimental. Can the pubhc authonties advocate installing
their instruments for regional policy at the expense of the producer of a
substitute good or at the expense of communities in their competition with a
comparable location? There is a whole catalogus of important and always to
be heeded precepts for regional policy.

It 15 not possible to level out existing disparities between particular regions
overnight. A glance at the varied economic strength of individual regions makes
it clear, that it is now high time for a systematic regional policy to generate
the pre-requisites for a balance between the regions. The institutions are equal-
1y concerned about the regions of disproportionate underdevelopment and the
conurbations, although the problems are naturally of z different order. No
figures are needed. The names of some of the regions will do. Simply compare
Lombardy and Calabria, the Camargue with Paris, the Eifel with the Ru.hr.
Almost all States have been trying to diminish more or less skillfully the exist-
ing disparities between particular regions. One notices here the lack of.a unify-
ing rationale, At a time of increasing interpenetratiog of'econcmlc areas,
spreading even far across frontiers, such isolated action in a co_n_'lpemnon
arientated economic system can only lead to distortion of competition, Im-
mediate treatment is more urgent than ever.

291



“auses behind the regional disparities

No measures, however sound, will be effective unless they are precisely tailored
o the needs in question. Thus to take stock beforehand is a pre-requisite for
very activity of the public authorities, otherwise without such information
ven willing investors must helplessly pull decisions out of the blue.

Jisparities arose as soon as man became “economic”. Entrepreneurs looked for
he most favourable place for their activity. The decision was then mostly
ower supply or transport orientated. The evolution towards the division of
abour economy with the more potent significance of the marketing sphere
rrought in the first sight of agglomerations. The natural location advantages
till play a part today, even if in the face of technical progress their importance
1as waned. So today for those seeking sites of water as a source of energy
s scarcely a requisite. Harnessed energy has taken over this work. All the
ame countless decisions on location are taken in favour of the proximity of
vater. One only needs to think of the immense quantities of cooling-water
vhich the heavy and chemical industries need every day.

ite characteristics for agricultural and mining activities are in a similar situa-
ion. By the nature of things there is no outright balance to be struck here, as
imply natural advantages prevail. The public authorities can anyway make 2
ubstantial contribution to avoiding a monostructure. The advantage of onl.y
ne location factor is very quickly overcompensated just as no product is
ubstitute proof.

larly conurbations arose in the industrial boom, sparked off by deposits of
oal and iron ore. While remaining regions clung to traditional strpcture thus
iandicapping development the conurbations themselves were spiralhpg up.d T;lfz
Irive of the public authorities to create better transport netvyorks triggere b

. boom in the conurbation locations, which further necessitated mmat.lve }t’
he public authorities with all their services and new jobs as a resu!t. Smc_:fhzr
hat time there could be no mention of a systematic structural policy—¢l o
rom the regional or sectorial aspect—it was no wonder that these early cen
roliferated in an altogether disorganized and unwholesome manner.

"he public authorities at that time went a}head with their ass1st.a11110e pcs:;fg
ased on a completely false concept. Projects were pushed wl_nc. proe -
uccess. This meant that the anyway already successf.ully functioning r ri a1y
e. those with a high contribution to the gross n'atlonal produc't mtleinfra-
—took a disproportionately high share of.t}le bless1'n'gs' of 'fhe n.a.tlonflr he gop
tructure measures. Thus man created addltlf)nal artificial <.ilspar1t1;s. L
etween these centres and the remaining reglons_became wider an ﬂ\:: o ddoct
nade it almost impossible for ready investors to invest the{'e. due to B e ore
f the plainland. Thus the most unfav?ura})-Ie fgg:;nilt;?;i I())?_saffairs ap-
- inception of our regional policy . :
;;;inntgicf? 1;)1211]; to Ggrrnany but to the whole of the European Community.
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For regional policy three stages of develof are all-important:

(i) Disparities due to nature-given location benefits,
(i) Disparities due to cyclic infrastructure measures,
(i) Disparities due to changes in the decision criteria among potential
investors.

While in the first two cases policy can proceed from clearly defined data, in
the third case it is very difficult to make attempts at levelling out. The public
authorities are constantly obliged to inform themselves over changing entre-
preneurial expectations and decisions and to readjust accordingly forthwith

their respecti ds of tr

The economy has also made zig-zagging movements in its decisions concern-
ing locations. Following the era of nature governed location decisions, tech-
nico-production advantages clearly gave the ultimate push towards decision.
It was a question of finding the favourable combination of capital and lzbour.
In the course of increasing division of labour, this crucial point was sharply
switched to the marketing sphere. An important factor in these two phases was
a favourable communications network in relation to a sufficiently large and
favourable market. Even after these general priorities led to no positive results,
decisions appeared to be made in the end simply in relation to the total costs
of a location. Here began the bottle-neck in the labour production-factor. In
an emergency all good intentions were forgotten and the economy moved into
the countryside, where lower wage levels could be anticipated, without con-
sidering additional costs of distribution and possibly professional training.
There was no further mention of a systematic settlement of all regions.

Only in most recent times has the concept returned that in the last analysis
the overall costs of a location must be decisive. The soap-bubble on which the
public authorities were sitting had also burst. At first blush it had seemed that
by this move into the deep country a natural counterweight against agglomera-
tion was making itself felt and was allowing retarded regions the chance to
keep in step with the big ones. The disillusion is all the greater now. Only
with substantially greater means can measures be taken towards a balance of
economic strength,

Regions change their faces just as towns have changed theirs. It is not the
towns themselves but the conurbations like the Randstad in the Netherlands
and the Ruhr in Germany which pose the problems. Less and less in future
will towns be a place of production rather than communication following the
so slow and belated recognition of the aftermath of chaos in Europe, caused by
the era of “progress at any price”.
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future the public authorities have an interest in prevent-
ipvestments. which can not puarantes 2 near optimal utiliza-

4 3 wreeme
L Rnsumaes

Faciors determining enteprepenrial ipvestment decisions

Nawrelly onc zannot enpect invesiors in Future to direct their investments
azcording 1o onlv natonzily zconomic exploitation criteria. The investor wanfs
hir investment 1o bz zmoriized 2nd menaped into 2 maximom profit. The task
of the public authorites is not 1o sieer the ipvestments but rather to stimulate
preforence Sor ¢ particular aree. This can happen throngh 2 suitable configura-

<ion of the investment conditions. A close survey and collztion of 21l the data
affzciing (he ipvestment decision by the paricular enterprise is essentizl.

jt smiles one as crivcal. that only about 30% of the total direct investments
of Germen underiekings abroad are being effected within the Member States
of the EEC. A further 20% were invested in EFTA, 20% in America, while
the rest in 1he main is zoing into the devzlopment countries. This is where the
aubiic zuthorizie: must make a start. The disproportionately large share Of the
erma-Z=C investments can certainly be the springboard for a pseful critique
znd invesigation of ope’s own arTangements for potential mvestors.

In sp far as investments in pon-Miember States are not market-policy motivated,
it i indispensable for the sffective formulation of the future policy of the
public authorities, fTom municipal to supra-national Jevel, to 'ana‘lyse entre-
repneurial decisions be they om policy, technigue or production, and draw
$heir conclusions accordingly. The public authorities must start from the prem-
ise. that for the individnal enterprise, contemplating igvestment, only tEB sum
of the Jocation factors is significant. No two enterprises hawta the same drea"lil
packeps” 25 Tepards their location requirements. There will always be quite
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specific dominant factors, for instance the availability of labour, a not over-
high wage level, the outward communications set-up, the start-up costs, especial-
ly in the case of an enterprise needing a relatively large surface area. Enter-
prises will and must also keep their market and marketing opportunities in
view. An opinion poll in Germany among leading industrial enterprises, con-
cerning readiness to invest, clearly showed, that not one enterprise will pin its
decision on one criterium. On the one hand, the thinking in many firms is to
safeguard their exports by means of their own production units abroad, for
often enough markets gammed by trade can only be held by offering the
customer the necessary on-the-spot service. On the other hand, in recent years
in the German economy, expansive thinking has come to the fore as against
this defensive attitude. As in the USA ten years ago, the Community today is
becoming aware of its own strength and stressing it, wherever, by product or
capital strength, the prospects of breaking into a worthwhile market are espe-
cially great. Concepts based on short term results are clearly taking a back seat.

Against these two market strategies, the so often emphasised motifs of lack of
labour, exploding wage costs, investment subsidies, political uncertainty etc.
play mostly but a smali part. One should start from the premise, that new
locations be sought, only if they are accompanied by one of the above motifs.
However important the differences in labour costs, they still lag behind the far
more decisive question of whether, at the new location, there will be an
adequate market to hand, If i ’s deliberati ivel Ided

were decisively
by questions of labour cost etc. the German economy would years ago have
been obliged to invest much more extensively in low-wage countries like
Italy, Spain and Turkey etc. The increased numbers of migrant workers es-
pecially in the northern countries further illustrate the uncertainty of the
labour force and labour costs being the only determiring factor.

Similar behaviour can be seen over aid to investment in various countries The
efforts of investment promoters whether they are from the USA, Scotland,
Treland, Canada or India, are often as pathetic as they are futile. They make
a lot of way but only act when accompanied by solid motifs for inv;stment.
And this is only too understandable. Anyone prepared to invest 10 million DM
wilt only do so, because he reckons on a definite gain in the long run and not
because a percentage grant is assured. Other things being equal, this ]ast. con-
sideration may fourthly or fifthly turn the scales in favour of a particular
country and will do so all the more rapidly, the smaller the enterprises and
the less they must let themselves be led by considerations of market strategy.

Furthermore it benefits ho one within the Community if concerns relocate
merely for the sake of structural improvement ot for the sake of a new market,
without achieving a better integration of production factors. Relt'ycanng across
frontiers merely so that someone else collects the trade ta.xes'xs futile. This
outlines in short the difficulties involved for regional policy in successfully
getting new investors to the desired location. For .this reason much greater
attention will have to be paid to the auto-recuperative powers of any region.
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Any region in a fully occupied economy has a growth potential only from its
own strength, Industrial concerns must be driven to improve continually their
factor input-output ratio by increasing the returns on sales or by reducing
factor input. Here it is the task of the public authorities to see that an optimal
cxploitation of the region’s development potential is attained via the market
mechanism, with the help of regional policy in the form of an economic
development or structural adaptation policy. This is equally valid for raising
the cconomic strength of weaker regions and for the withdrawal of productive
strength from the conurbations. For only here does the migration of labour
lead to a drop in the hitherto high proportion of fixed costs in the overall costs
of the public expenditure and to a drop in economic production costs. Further-
more the public authorities must sce to it, that the gamut of enterprises from
the market orientation standpoint is very varied. The decisive vehicles of
cconomic growth from the marketing structure angle are the enterprises with
distant markets, since a solely regional demand runs up against frontiers.

Concerns within a region are continually beset by two adaptation problems:

(i) They must always optimally adapt their marketing structure to shifts in

demand.
(ii) Technical progress entails constant evolution of production structures.

This means in regional terms, that the industrial adaptation proce(?ures al.so
constantly change the requirements of the regional infrastructure in qua}lty
and quantity. The public authorities must exercise their influence on Jocation
conditions and flexibility of production structures so that the Iat?er alwa}fs
match the claims of a growth economy. These measures by the public authori-
ties must not stop at branch level but must advance at the ?verall level of the
enterprise. This means at the same time that regional policy has to operate
functionally and not structurally in assessing the concerns by their c?emandstglz
the regional factor potential and by their contribution to opening up

region’s development potential.

This requires long term economic planning by .e.nterprises and regional Iiozlllcej;
Enterprises must not guide themselves by empiric values alor.n.e nor mt{:’es -
strive for only short term maximization of profits. The pub1.1c auth_onl "
not have an income distribution but rather an income generation P'Ohcz to.&e
forward. Only thus is an equitable growth and location regional policy feasible.

In implementing their policy the public authorities have a multlphlmti}; ;rf
factors to consider. Growth inhibiting in the l.)roades.t sepse ff)f examp efactor
over rapid regional concentration of growth industries th.h mcreaf;rixg1 e
demand, so that the release of labour forces froql. economic z¢:u1esds O s
tional structures is not enough to meet the additional labour nee

industries.

i i - s in
An over rapid increase in residential population also leads to bottle-neck
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the public utility installations. Costly improvisation would then be necessary
in the sector of social capital. A rapid regional concentration pays off only
if it does not cause an escalation of costs from the initial public outlay.
Steady growth in any region is in any case preferable to an erratic evolution.

The objective setting of a long term regional policy must create a dynamic
balance between the increase in far and near-market orientated enterprises,
between concerns with extra factor demand and those with factor release and
between the degree of exploitation and enlargement of the public utilities on
the one hand and population size and influx on the other. A prerequisite for
every regional policy activity is therefore knowledge of:

(2) the grouping of the firms according to their market disposal,
(b) the developing trends of external and internal regional demand,
{c) thech in production costs and rationalization possibilities,
(d) patterns of power on the market,

(e) natural location conditions.

A regional economic structure favourable to growth and locations hinges on
two characteristics of the enterprises:

() their ability to keep pace with the long term structural shifts of terminal
demand and to so optimize their own market opportunities,

(i) their ability to exploit the utilization scope of production factors evolving
through technical progress and the need for mass-production and so
optimize in the Iong term their production structures.

Very careful thought must be given as to which institution concerned. ?vith
these developments can turn these industrial requirements most beneficially
into reality.

Before deciding on such executive organs there must be in every case 2 com-
prehensive regional analysis. Here one must not overloo.k the difficulty facing
the regional policy analyst in supplying information to illustrate not only the
current situation and developing tendencies but also ways and means to ward
off undesirable phenomena.

Deductions for the public anthorities from investor behaviour

An exact definition of what is understood by a region must precede any
activity to ensure its efficacity. Are, for instance, administrative frontiers also
regional frontiers? Are regional frontiers established for all time? The selected
areas must not be too large otherwise specific phenomena overlap, neither does
too narrow a definition consider the trend towards 2 larger market. In prepar-
atory work the inventory of measures taken up to now is also to be rcc.konec{
with, Coordination therefore pre-Supp here vertical and horizontal

orientation.
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national business cycles. The close relationship between cyclic economic policy
and regional policy should also not be disavowed. In the broadest sense, every
structural policy will provoke cyclic effects. Of course excessive investments
in fully occupied regions will induce inflationary tendencies by overstraining
the labour market with high wage offers. Productive investments on the other
hand are a welcome means of evening up weak points within the demands of
the Magic Square.

The instruments of regional policy

The multiplicity of the means utiized in regional policy by the individual
institutions 1s confusing to the layman, all the more that equivalent instru-
ments are labelled with different names A short list of those used up to now
will clarify:

Loans to undertakings Interest allowances on credits for
rationalization

Capital additions Funds for development of mdustrial
areas

Premiums Supplements to investment through
tax reduction

Transport aids Government participation or govern-
ment participating firms  within
undertakings

Free allowances Re-imbursement of professional train-

Subsidies ing charges

Depreciation benefits Tax exemptions, for example on

Securities power consumption

Closure premiums Price concessions for ground acquisi-

Special depreciations tion

Obligations for licences as Testrictive

measures

The totality of these means covers all objectives. A successf!xl regifmal. policy
activity does not need to search for further instruments; this applies in b9th
the national and international sphere. Rival overbidding by eq'ual lzankmg
institutions competing for the investor is the order of the day. stt?mons. of
competition result, which beside the financial ‘burden on the respective region
provoke further imbalances,

Therefore the measures need to be coordinated, at least as 're.gards _their det:im-
tion, at top level. In the opinion of the European Colmm1sston.tl_ns coordina-
tion is to be implemented globally after the sm..lahon m.the 1.nd1v1dual regl:l{ls
has been examined and put up against the regional policy aims of the pu.t.lc
authorities. After such a projection, the respective superordinate authorities
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Considering the example of the EEC, it seems that in the meantime all Mem.
ber States have realized the necessity of putting in minimal solutions, A first
step towards a comprehensive directive was made by the decision of 20 April
1971. The Member States undertook to comply with common principles in their
directives for aid. Coordinated procedures for regional policy messures will
never on their own lead to a reduction of the existing imbalances.

Optimal soluti hrough a rational disision of functi

The Member States of the EEC agree on the nced for common action and n
standardization of objectives The swing away from the watering-can concept
is clear. Everyone seems prepared in principle for the creation of a com-
prehensive crisis plan. In this case the effective scope for a common bady of
experts would be twofold. The example of the Mezzogiorno illustrates this.
The Italian Government has bestowed every imaginable aid measure on this
region. The infrastructure investments of the public authoritics are a multiple
of the means, which are placed at the disposal of other regions. Despite this,
Italian and Member States’ enterprises have not been led to Invest there, Tho
problem seems to hinge not so much on percentages of granted funds but
rather on effective publicity aimed at the psyche of investors.

A second crucial point involves the efforts to derolish monostructures. Solu-
tions, regardless of state frontiers, will facilitate future development.

The natural gravitation of the economic strength of a country towards its
frontiers will need to be considered. A coordination between regions, which
overlap frontiers is a priority.

The granting of politically motivated 2id also causes difficultics. Germany in
particular is faced with this problem. Close examination is nceded to sce how
the high assistance levels for the peripheral arcas adjoining the l".xnlcrn bloc
are to be integrated into a generally applicable catclogue of regional policy
instruments. The nearness of the Iron Curtain scems to call for extrnordinary
directives, for it is no idle remark: that if the German cconomy coughs tliese
peripheral areas get inflammation of the lungs. With the funds granted up to
now amounting to about 25% of the total investments, Germany fs clearly
above the ceiling level recommended by the EEC. Other States wc'uld certainly
be driven to more severe axcing of aid. But aid for these peripheral arcas
seems to be waning in importance dug to the csta?lishm‘cm of reglonal pro-
grammes and appears for the future to be more firmly integratable lm9 the
general structure and regional policy. This will happen all lh.c more quickly,
the less the purely quantitative measures affect industrial behaviour.

With all the goodwill for a unificd Europc, the Member States and certainly
the four newcomers will still distrust, in th’c c'urrgm phase, any initiative
towards assigning authority to a superordinate institution.
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Therefore in the first phase expectations from regional policy at EEC level

should not be pitched too high. Progress by short paces offers better chances of
long term success.

The negotiations of 20 October 1971 have shown fairly clearly, that among
the Member States there is a readiness to allow the Community a right of
discussion for the stage of advance measures.

Following the current of this policy, the Commission of the EEC can be as-
signed to set up pilot studies. These studies are to offer guidance to potential
investors as well as to Communes and regions. The public authorities often
lack the foreknowledge for a successful economic policy, which is haphazardly
inserted into overall planning. In connection with this study it might be pos-
sible to make early deductions for the future behaviour of regional institutions
and put forward proposals for the implementation of the projects. More ex-
tensive proposals such as setting up a common information and clearing
agency for potential investors in the form of a European data bank providing
all authoritative data on regions and placing readily understandable statistics
at the disposal of the economy, are debatable. Practical difficulties are against
such an institution, since the necessary preparation and standardization of
nomenclature and measuring techniques must be achieved first. Again Psycho-
logical factors come into play, since some regions will not feel incl.med to
release information, which they consider as their own publicity pot.entlal. The
biggest stumbling block will appear in the financial questions, for in the long
run a data bank would have to be self-supporting. This would assume that
either input or output of data would be chargeable.

The proposal of the Commission, the instrument of the EA.GGF ff)r applyﬂ(lig
regional policy aims in structurally weak agriculturz.ﬂ areas is certainly infen S
ed as a point of departure for the control of financn.ng. In 50 far as the meaﬁt
disposed of by the Guidance section, within the ceiling limits, are nqt1 Sllxjeve
on agricultural structures in the narrower sense, then the structure W}I etlhe
been improved, according to deliberations up to now, .by pro.mottllfllg en-
organization of new jobs outside the primary sector. In t%ns solut19n e .
dency towards an extension of these funds to general regional policy may

indicated.

The governments of the Member States are certainly grateful, if tl;; leg
takes over the task of systematising and docun'lentmg. the aid in mI e
particular governments. A periodical service whlch_ points up an(}I IiréerltZin-
current developments and informs the competent bodies of experts, W

ly be applauded.

. . . 1
All these points do not remove the impression @at_ at Fhe -moment it ]Sh Si?trcetg
thinkable to delegate to the EEC or one of its institutions the authority
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instruct vis-2-vis the national teams of experts. Scepticism here does not seem
out of place. This attitude applies less towards the experts of the EEC than to
the Member States, without which any institution of the Community, however
well meaning, cannot function. For this reason it does not seem to me re-
commendable, that, from the standpoint of efficacity, the task of regional
policy be committed to the care of the Community.

Material reasons also demand intensive scrutiny. The regional policy measures
affect the political, cultural, administrative, sociological, and budgetary struc-
tures of the Member States. With so many factors of influence bearing on
the current individual pri dings in the Member States, the C ity might
be overburdened.

These reservations are clarified by the rejection of a formal decision concern-
ing the further application of means from the Agricultural Fund for regional
policy measures or the setting up of a regional fund in the budget of the Com-
munity, in respect of the decision for a realization by stages of an Economic
and Monetary Union. The German Government also has its objections and
recommends that measures involving extra means over and above those already
extended to agricultural structures be adopted only after further progress in the
integration of a European monetary union, For this reason, the German
Government declared at the Council Conference in October 1971, that the
terms of 2 common regional policy should be laid down in the first stage of
the Economic and Monetary Union, but that the required financial means
should be prepared, within the general budget of the Community, only on
transition into the second stage.

Undoubtedly the public authorities enjoy a greater scope for developments.
Support has come from the growing awareness of the people and a greater
readiness to cooperate among local administrations. Concerted action by the
public authorities and the private economy must provide solutions congnnzm
with the system by effective infra-structure m affording a ul
economy to the entrepreneur and a planned growth for the region. Market
congruent solutions are pre-supposed, for mistakes here are very difficult to
rectify. Due to the poor financial strength of regions, infrastructure invest-
ments can scarcely be considered as entirely financiable out of the budget.
Therefore investigations must be made to see whether private investors cannot
contribute to financing the infra-structure measures.

On rationalization grounds a division of functions offers itself as an aid to
obtaining optimal results. Without prejudicing aay national sovereignty, the
task can, as a special case, be assigned to the EEC. It would include:

(2) the carrying out of methodological investigations (pilot-studies) for a
successful regional policy,



(b) completion of statistics on particular regions to be made internationally
comparable over a common denominator,

(c) industrial policy directives in support of enterprises facing choice of loca-
tion,

(d) providing support to the regions by compiling a location catalogue,

(e) providing guidance by the claboration of future concepts for economic
policy.

Any cxtensive activity—over and above nonmaterial assistance—be it financial
or dircct, must also be considered from the political aspect. The effects of a
comprehensive regional policy on the national economic policy are certainly
too great, for the governments of Member States to be prepared to let this
“province” be administered by the Community. The execution of measures
will necessarily in future be the responsibility of Member States. It is to be
counted a success, that in October 1971 the competent persons concerned
were ready to recognize as binding, the ceiling limits for assistance recom-
mended by the Council of Ministers. In pursuvance of this policy, one would
have to cxamine the possibility of a solution for the regional policy sef:tor
similar to the one for agricultural policy. The EEC issues directives for region-
al policy and supervises their observance, The execution of regional pf)llcy
measures, subject to the provisions of the directives, remains with the national
institutions.

The setting up of a European regional fund should again be de'bated in the
light of experience gained working with the EAGGF. The establishment of a
crisis fund will possibly find supporters. The Mezzogiorno case has shown,
that Member States alone are not able, however hard they try, to improve the
cconomic strength of particular regions.

Of course the initiative of superordinate authorities must not .lead to industrg
becoming “regulation bound”. The final responsibility for u.:xvestments ant
choice of location, according to the objectives of our economic system, Mus

remain with the enterprises.
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INDUSTRIAL DEVELOPMENT AND THE
REDUCTION OF SOCIAL AND REGIONAL
DISPARITIES (¥)

Mr COPPE
SUMMARY by the Chairman of Group I

Member of the Committee of the European Community.

Mr Chairman, Ladies and Gentlemen,

‘Working Party I, on industrial development and levelling of social and regional
disparities, has noted that industry has so far done competently what was long
regarded as its only job, that of providing steadily increasing material wealth,

The rapid rise in the growth rate since the second world war has not yet been
fully explained scientifically: the increase in the quantity and quality of
labour and in the quantity and quality of capital only partly accounts for the
high growth rate of recent years. In explanation, a number of purely qualita-
tive factors have also been put forward, as additional hypotheses, including
the rise in the general level of development, rivalry and emulation between
the different economic systems, and the greater role of governmental inter-
vention.

Rapid quantitative growth, h , goes hand in hand with heavy social
costs, chief among which are mass flight from the land and certain sectors of
industry, and large-scale migration. On the other hand, there has been little
change as regards distribution of the benefits of growth. The shadow side of
fast growth of a purely quantitative character is apparent.

Not that anyone objects to economic growth in itself. On the.contrar.y, the
Conference has explicitly acknowledged that economic gl:owth is a valid and

inuing aim of C ity policy. ined growth is necessary, among
other reasons, to meet the still enormous needs i.nvolved in reducing disparities
and making up the many and increasingly obtrusive lags.

It was unanimously felt that industrial activity is and will continue to be the
foremost factor in achieving economic growth. }?ut while at no time was eco-
nomic growth as such under attack, the Working Party was also unanimous
that it must not be “growth at all costs™.

P —
{*) Translated from the French
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ndustrial concerns must serve the community as a whole. Whether this prin-
iple is reconcilable with private enterprise and private ownership as the basis
f industrial activity was disputed, but there was no real consensus as to an
lternative.

here was on the other hand a clear majority in favour of increasing the
luralist character of the present set-up, as neither private enterprise alone nor

1c public authoritics alone possess the means for tackling the human and
>cial problems of economic policy, cffectively.

1 no circumstances, however, should the reforms envisaged be allowed to lead
> a centralized bureaucracy. An industrial concern can be efficient only if it
njoys a large measure of autonomy in policymaking, whatever the particular

pportionment of decision-making authority between management and workers
ithin it.

is the kind of growth quiie as much as the degree of growth that matters for
1¢ future of our society. Material progress must from now on be made to
rve predominantly the achievement of a number of new aims:

-There must be more effective control of economic growth and of the changes
that go with it;

~-A better balance must be achieved in the distribution of the national product
as between infrastructure, productive investment and consumption;

~The internationalization of economic activity, more particularly by way of
multinational corporations, demands that the Community structures be
strengthened to ensure that there is a countervailing power, which is not
nowadays always the case at national level.

he theme “The Function and Position of Individuals in t.he Ente.rprise” Iﬁ’a;
ibdivided into three extremely important and highly topical subjects, whic
ie Working Party has discussed in detail, namely:

-Asset formation by employees; o t

-European-level collective-bargaining agreements; ‘

“Worker participation in the concern, and particularly in the future European
Company.

s regards employees’ asset formation, Mr. Friedrict} is of the-oplmorltsthlfillf
yecial attention will have to be paid to this matter in the coming yea <.:ent
is connection he has pointed to the strides .made in Germany xnl} i;:d i
sars; he considers, however, that asset format.lon should not be co
articipation by employees in the company’s capital.

{r Houthuys deals at length in his paper VYith sharmg in as;:lett %;%\thll‘.; ?:2?1
e “wages by investment” concept. His main conclusion is tha B monts
1d should view both with favour, as he CODSIdeI‘S‘ there are many e
yr them, production-wise and socially—economic expansion, gul
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economic expansion, control of inflation, democratization of business, re-
distribution of incomes to the workers’ advantage, promotion of saving, and
active involvement of workers in the economic affairs of their company and
their country.

Mr Fogarty discusses asset formation and distribution 1n the context of incomes
policy. He believes that we could see a revolution in the pattern of ownership.
Whatever course is taken, he considers the organization of operations and
enterprises’ policy on profits and investment will become less and less the
affair solely of the entrepreneurs and managements and more and more a mat-
ter for concertation and political-level decision-making. The trend, in his view,
is clearly towards wider distribution of authority and ownership, In conclusion
he contends that a policy on incomes and asset formation will be necessary if
the projected economic and monetary unions 1s to succeed.

Concerning European-level collective-bargaining agreements, Mr Friedrich
agrees with the Commission that there must be European-level dialogue be-
tween the two sides of industry, but within the framework of a European
incomes policy which has still to be formulated. In us view, the Joint Com-
mittees proposed by the Commission do not square with the principle of free
negotiation of collective agreements, It will not be possible in the foreseeable
future to secure European-level ion of such agr so the ideal of
collective agreements of European application should be abandoned if the
dialogue between the two sides of industry is not to be jeopardized from the
outset, Suitable subjects for talks between employers’ and workers® organiza-
tions, in his opinion, would be current issues now assuming or likely to assume
importance in all the Member States, such as employment policy, the feasibili-
ty of a European incomes policy, and so on.

Mr Houthuys on the other hand advocates Europ “outline agr
and the blist of Europ level Joint Ci i He thinks ex-
perience at national level should be turned to account at European level.
There need to be negotiations at all levels for decisiz.ms to be taken at the
different levels—company level, industry level, inter-industry .leve.:I and na-
tional level, and also European level, and in the case of multm‘auonal com-
panies world level. It is better for the issues involved at t!:ese various Iev.els. to
be settled by negotiation, and so in peace, than by strife. The Commission
cauld and should do more in the future: it should CO{npﬂe a European register
of collective agreements and set up more Joint Committees.

jati European collective
Mr F also favours European-level negotiation of r
s, It ;g not ible, he feels, to wait for a harmonized Jegal frame-

ithi ini What is
work. Any decision could be brought V{nhm.d{e bargaining process.
needed is};lteration of power relationships within the Community, long over-
due and now unavoidable.

On worker participation in the enterprise, and particularly in the European
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Company, Mr Fricdrich considers that the Community has a role to play. But
t must never take what has been done in this or that country as a model for
he other countrics of the Community. Co-determination in an enterprise is
\ dialogue for the purpose of settling common interests as satisfactorily as
bossible, the aim being to integrate the workers into the enterprise, not to assert
he power of one side or the other. Nor must co-determination ever be allowed
o interfere with the business management of the enterprise; profitability and
fficiency must not be made te suffer. The arrangements proposed by the
Commission in the draft statute for a European Company provide no solution
o the problem of European-level co-determination.

Mr Houthuys considers that we are at the parting of the ways—either partici-
»ation from top to bottom of the enterprise, or alienation of the worker, with
il that that implies. The trade union organizations, he emphasizes, have no
lesire to hamper the enterprise: they are out to establish more clearly, and to
nhance, the role of the entreprencur. As to the European Company and tl.le
roposed right of co-determination, Mr Houthuys hopes that the question }vﬂl
¢ scttled as rapidly as possible. Whatever the detailed rules on co-determina-
ion in this conncction, it is high time a step forward was taken at Community
evel.

Mr Fogarty considers that the prerogatives of managements should not [?e
lone away with, but that they should be redefined, to leave mz.m.ageme.nts stlg
n a position to dircct the economic process properly. All decisions will nee
o be arrived at by negotiation.

\s regards the problem of regional imbalance and ways of correc.:ting it, ﬁie
hree rapporteurs {ind that despite or because of growth, and _desglte attemp ;
t remedial action by the public authorities, such imbalance is still here, an
ndeced getting worse.

They state the issue by contrasting the crowded with_ the underdeveloped a{;z;s,
. contract liable to hamper growth because the social costs necessary to ‘ OI:
he former viable are becoming an excessive burden on society. Wlde}' ofh :
raphical distribution of economic activities is therefore ne.c§ss;cu:y 11;ﬁves
nterest of all regions, including the crowded ones. The a-mthontxe-s ince e
nd disincentives have so far had little or no effect in restoring regt
alance in our economies.

Whereas the Community’s regional problem has hitherto been chl'eﬂy 1;11 iﬁ?c;
ection with the agricultural areas, enlargement of the Commumtgf fwie b
nlarge the scope of the regional prol-nlem to cover, more than before,
reas centering on older industrics now in decline.

ional
Vhat measures, then, do the rapporteurs recommend to secure a better reg
yalance?
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They all agree that this must be the aim, and that action must be stepped up,
but they differ as to the means to be used, Mr Dido urging direct intervention
by the public authorities ir the production system, Mr Kienbaum wanting a
drive to give entrepreneurs a fuller picture of the development potential of the
different regions and additional measures by the authorities to offset the dis-
advantages of the backward areas, and Mr Ezra favouring a policy of overall
economic reconstruction in line with the specific problems of both the agri-
cultural and the industrial areas.

In Mr Didd’s view mere infrastructure and investments aids are not enough: the
authorities must make the necessary moves th lves, either by blishi
public corporations or by taking a stake in private enterprises.

It will not do to “build cathedrals in the wilderness™ it is also necessary to set
up small and medium-seized concerns in order to round off the broad economic
basis for development, as in the Italian South. Mr Kienbaum argues that the
investor’s choice of location is governed by a number of factors; consequently
the regions themselves should ensure that private companies are better informed,
50 as to help them in their selection of sites, and the public authorities should
provide the necessary infrastructure and industrial estates.

Mr Ezra urges a more energetic regional policy; he suggests a breakdown into
four types of region, with measures tailored to guide investment accordingly:

(a) Development areas;
{b) Intermediate areas;
(c) Neutral areas;

(d) Overcrowded areas.

In the debate, it was asked that Community-level priortties should be deter-
mined for regional intervention, based on common criteria.

‘What role should the Community play in regional development? Cocrdix.xa.tion
of the measures taken by the individual countries is indispensable, but opinions
differ as to what the Community itself should do direct.

Mr Ezra fully endorses the Commission’s proposa.[s gn regional'pollcy: M:’
Kienbaum is more sceptical. In his view 2 bi C y natio
approach would be the most effective, the C y's rgle to be. to
coordinating the action of the Member States, more particularly in regz'ard u;
aids; for the rest, it can furnish the regions with guidance for the fm{mgg cf
future economic policy, conduct pilot studies and establish rules that will be o
telp to enterprises in locational selection.

al of the Community's regional
ry for carrying out an
ic and M ry

Mr Dido, on the other hand, is severely criu'.c !
operations so far, and considers t{le (’:ommumt¥ smarmou
effective regional policy totally e E
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Union is to become a reality, this overall regional policy will have to be

implemented at Community level, and the Community will have to be given
the requisite means.

I am happy to add that the debate I have just summed up has produced
practical recommendations concerning the functioning and policy of the Com-
munity.

In particular, we have been urged to inject a social element into Economic
and Monetary Union, since otherwise it would make no sense.

We have been warned not to adopt too “global” an approach to the Com-
munity’s economic and industrial policy, tending to gloss over radical qualita-
tive differences. The collection cf information and compiling of forward studies
right up to industry level have been advocated. This more precise approach
should apply to all sectors, including services, and also to small and medium-
sized business and to crafts.

On regional policy, there have been suggestions for action t9 be taken.at
regional, national and Community level. Community-level action should in-
clude coordination of national measures, preparation of pilot studies, and ar-
rangements for the assembling and dissemination of information on all ad-

vantages that regions can offer.

The Commission has also been asked to set up a European register of collective
bargaining agreements.

One important point which has been made several times is that now ways
must be sought, in a non-doctrinaire spirit, for tackling problems that arle
growing ever more acute. They will not be easy to find: that has been acknow

edged.

At all events, it has been much questioned whether it .is right for ownership to
be the legal and moral basis of authority in the enterprise.

Mr Boissonat in his excellent paper has argued that the hlgher—_powereci1 ng‘lséli;
cut-and-thrust of today is due in part to the fact that economic growtC ;f e
is so high-powered. This point is felt to be worth puttl'ng before .th‘e do e
ence, the more so as it calls in doubt the hope widely entertaine

economic growth would help to lessen social tensions.

One aspect calling for clarification is the %uzsttitoin 'of invg(s)t;nf;:t I;Iliﬁgtlxng%
i i i t. I had the impressi
e particularly in the regional contex ' ‘ L
Ecoarvifws put forward appeared on the face of it to conflict they were in fact

not so far apart as they looked.

. . d
It is agreed by all that some measure of investment planning is needed, an
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that it must work effectively in practice. But there is no agreement as to the
means to be used. The notion of detailed centralized planning was strongly
opposed. This matter should be gone into further as soon as possible, bearing
in m{)nd that the Commission is to submit proposals to the Council before
October.

I feel a close examination of the British arrangements for regional investment
planning would have been valuable, at any rate as a framework of reference
for further thought. Unfortunately there was not the time. The subject should
be more fully discussed at some later date.

I am happy to say that the contention that the whole set-up as such needed to
be rethought was not pursued. The point was mooted, but was not taken up 1
the debate.

At the same time, if there was no black-and-white, doctrinal-type argument
on the set-up itself, there was ding-dong discussion on the effectiveness or
otherwise of practical steps to achieve, economically and socially, greater
justice and greater respect for the individual in the production process within
the enterprise.

The Committee for its part embarked, with all the more vigour after the dis-
cussions that had taken place, on an exchange of information on experiments
currently in hand for getting away from assembly-line-type work, which with
the job compar tation and the dead it involves 1s becoming
increasingly intolerable to people who are now better educated and more aware
than they used to be.

Working Party I paid close attention to an exchange on European collective-
bargaining agreements, which are among the high-priority issues treated in the
C s 1971 Preliminary Guidel for a €« ity Social Policy
Programme. As the Commissior Member responsible for social _affa'u‘s, Iam
encouraged by the support which was forthcoming from the union delegates
on this. Incidentally I am not allowing myself to be discouraged by the lack
of enthusiasm on the employers® side, though it does not befit a progressive
and sensible approach.

The Yugoslav model of “self-management” was .several times refe.n'ed. to in
the debate, some secing it as a valuable yardstick, others doubting its ef-
fectiveness.

i it i decisi king was
On the other hand bureaucratic centr of ;
i lternative to the present decent.rfxlfzed sys-

e P g inac f that system was much criticized.

tem—even though the existing structuse 0!

In particular the subject of the European Company was gone fnto in some
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PART 0

Industrial Development, Collective Needs and Quality of Life

(Group 2)






TRENDS IN COMMUNAL AND PRIVATE
REQUIREMENTS IN EUROPEAN SOCIETY,
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TRENDS IN COMMUNAL AND PRIVATE
REQUIREMENTS IN EUROPEAN SOCIETY,
AND THEIR IMPLICATIONS FOR INDUSTRY(*)

P.HUVELIN

In all the big industrial countries, the merease in collective needs is one of the
major lines of force in economic development over recent years.

Although the reality of this ph is 1 ole, the expression
“collective needs” seems hazy even ambiguous and in our i duction to this
report we must try to outline the area we are idering within the

social and political context of European society today.

Implicit in the title of our report is a necessary definition of collective needs as
apposed to private needs. This contradistinction seems to have asserted itself
over the last decade and is taking 1its place with the basic truths, which shape
collective attitudes.

Now this contrasted image of man’s needs tends to mask the complementary
aspects or more precisely the interdependence between the particular needs of
the individual and those which match up with the common aspirations of a
whole society or a group of individuals. It seems necessary to stress the fact,
that private needs and collective needs reciprocally provoke each other’s appear-
ance and desire for satisfaction.

lopts 1evel

The spread of the motor car, g ing a col P on the develop
ment of highway infrastructure, is obviously highly characteristic of this inter-
dependence of the two types of need. Opposite processes although less dis-
cernible are none the less just as precise. As an example, the rapid rise in the
general level of wmstruction over the last twenty years is a phenomegon }’vhich
can be regarded as a part of the domain of coll_ective needs. It has msp}red a
flourishing demand for cultural goods and services, a type of. need,.whxch as
we see it, cannot be assimilated with a collective .ne'ed and which derives more
from an original and personalized need by the individual.

1t thus seems that the concept of a dichotomous structure of needs cannot be

(*) Translated from the French
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retained as a basic characteristic; on the contrary, the phenomenon of the
cvolution of collective needs is complex and cannot be analysed in isolation,

As a corollary to the contrast gencrally allowed between collective and private
needs, a distinction has been made between needs expressed and satisfied by
the market and those which miss the play of the market and depend for their
satisfaction largely on the efforts and responsibility of the public authorities
by means of total or partial financing out of public funds.

This distinction s to some extent a real onc; the market economy system,
such as we see working in Europe (or the USA) is not slanted towards the
satisfaction of collective needs. Some collective needs are inadequately ex-
pressed by the market and private enterprise faced with a mandate for prof-
itability is focused on the solvent needs of the consumer, such as they appear,
cffectively or potentially, through the market.

Howcever, we think it nccessary to underline the limits of this distinction
between private and collective needs.

First of all, from the standpoint under discussion, the situation in each_ of the
different Member States of the EEC is not exactly the same: some kinds gf
nced satisfied in one country by definitive action on the part of the public
authoritics. are met in another cssentially by private initiative or by a mixed
recipe between the public and private sectors; there is therefore no rigid rule.

Even if we lcave aside the sharpest contrasts, we can stil} see in the caseﬂ(l)f
some prime collective needs, very deep-scated dif'ferences in terms of tlll?iar:c:
of the public authorities. The solutions adopted in Great Bnta{n gnd o
concerning health are not comparable. The National Health Servxce.: in Eng e
is cntirclyv financed by the State budget and .sup.ph'es free ser\flc;fsdizl; o
whole population. The system of Social _Sc;unty in France, whic o s
exclude private medicine is fed by subscriptions from -employ.ers an S her
and in a small way by the State. In many cases, its services arenization-
entirely free nor paid directly by the Funds (Caxsses) of this orgtaies

The table overleaf points up the diversities between the six EEC countries.

. . . e
Elsewhere, in arcas where public funds ensure total fmz‘mcxal supportu,nlt?y S(':]:I;t
collective installations for example, we can note according to the c‘;z oy At
the responsibility for decisions and the management 9f budgets aof e
more or less centralised levels. In this respect, the 1mportance_th ‘b nighly
played by local administrations in Federa.l Ge:m}any comFaStieW;dministrative
centralised system in France. As we see 1t thxs' is not a Smtl’) A and the
variation, but a difference in the actual expression of cgllec 1:n e o ative
means of satisfying them: within tl}e compass 9f the irms L more
organization, the needs for collective installations are grasp
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Subscriptions Share of the N

Country public Miscel.

Insurees Employers | authorities laneous

1962 1 1968 | 1962 | 1968 | 1962 [ 1968 | 1962 1968

Belgium 23 23 51 50 20 22 6 5
Germany 29 31 53 49 15 17 3 3
France 22 22 70 133 7 7 1 2
Italy 14 17 3 66 8 1 5 6
Luxembourg 10 23 48 40 22 28 10 9
Netherlands 37 39 4“4 46 9 6 10 9

directly and responsibility is carried out in a less diffused way than in the
French system.

Some ajms, relatively recent, but which are making themselves felt in the mass
of European society are broadly out of line with a definition of collective
needs based on the criterion of public initiative and finance. We are thinking
here for ple of the re-evaluation of manual work in industry or in more
general terms, the development of men in the big companes. Here it is ob-
vious that the joint responsibilities of all the social partners are on tnal and at
the top of the list the responsibilities of those runming the business.

Although it seems ptable to maintain pr ically a distinction between
collective and private needs based on the fact that the satisfaction of collective
needs misses the play of the market and often involves public finance total of
partial, we must stress that this 1s 2 convention, which does not fit closely
with reality and which masks divergent conditions.

Moreover, the motive 1dea behind thinking for the future 15, m our opimcr.:,
that of constant change 1 collective needs, which bars any rigid and static
definition.

We want to stress here that the substance of collective needs is closely tied to
the level of development of a society and from a twofold standpoint.

Firstly, ic devel is panied by a contin \ " of the
specific collective needs of industrial and urban civilization, from the basic
infrastructures as far as preservation of the environment.

i i lopment, the overall
Secondly, in parallel with the progress of economic deve 4
Hse in tl;e stI;ndard of living modifies what may be called the sys:lcm.of
values” of 3 society., This basic phenomenon transforms the range of collective
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needs: new needs appear, others lose their edge. As an example, the sympathy
expressed towards the most underfavoured, or in more general terms the quest
for less incquality of opportunity has materialized as a collective need of
advanced socicties, in proportion to the rise in the standard of living.

These general remarks on the evolution and complexities of the concept of
collective needs lead us to limit our analysis to the current situation and to
explore the relatively necar future j.c. ten to fifteen years ahead, whilst taking
carc not to suggest rigid solutions, in the light of today's problems, which
would mortgage the future.

Some basic hypotheses

The cvolution of collective needs and “future options™ can only be studied
within some basic hypotheses relative to the main trends of economic develop-
ment in European socicty.

The first of these hypotheses concerns maintaining an objective of reIativg]y
rapid growth, this being considered as a preferential means of ensuring the rise
in the standard of living.

We are not excluding the fact that the system of values uqderlying this
objective of rapid economic growth namely dynamism, tgchmcal progress,
creation of wealth etc. will fade out in time. But this alternative does pot seem
to have to be retained on the horizon ten years hence. This being the case Wff3
shall strongly underline the fact, that the problems raised. as fhe penalnt?se‘l)
growth now and henceforward, and this discussion proves 1.t, w1_11 progreszvfo¥
blur the very rhythm of growth. Again the current measuring 1{153;1'ument ery
economic growth will become less and less adequate and in th1§ respei-m ol
great attention must be paid to the efforts now under way in various c&; -
and at Community level to rejuvenate the concepts of N.atxonal EIXC ighich.
behind a question of technique there lies in reality an ‘ethxcal. problem s

can be summarized in a basic question: how do we quantify social progress:

In full knowledge of the inadequacy of our measuring instruments f:tl;d“t;?li
total incapacity of grasping the negative eff.ects of growth, it is t“tio Eovelop.
recalling some of the proportions of economic development since v:th o e
ment of the Common Market. Over the years 1968-1969 the' gro ecponts
gross national product for the whole is at a rate of 70‘7?, whx'c tcoconsump‘
to about 55% per head of population; over the same period private

tion swelled by more than 65%, more than 50% per head.

. . . mic
In the hypothesis which we are following, namely pursui¢ of rapid econo

ized i ments,
growth which will have to be gauged by completely modernized 1tri1§1t1ruAs an
;ve must stress the permanence of the needs of private consumpiion.
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example, let us recall the prospects offered by the efforts in France at the time
of preparation of the Sixth Plan and review its most characteristic features.

Over a period of twenty years from 1965-1985, the basic hypothesis is for a
rate of annual growth in expenditure on private consumption of 5%, about
/2% below the growth rate for the gross internal product, which means that
this expenditure is multiplied by 2.6.

In this aggregate the share of foodstuff expenditure decreases appreciably with,
however, a relative increase in “quality” or speciality products: the co-efficient
of multiplication for the period 1965-1975 1s 1.58.

Among the non-foodstuff items of consumption, the weakest factor of growth
is in clothing with a co-efficient of multiplication of 2.4,

Housing and household equipment expenditure nise more rapidly than the
average, multiplying by 2.9.

The growth in cultural and leisure expenditure is also above the average
~—multiplied by 3.5.

v
May we point out that in certain sectors, where the satisfaction of needs
involves a mixture of private and public finance, high growth rates are found.

fhis is so for expenditure on hygiene and health, where the co-efficient of
multiplication for 1965-1985 is 4.8 and also true for transport and telecom-
munications with a co-efficient of 4.7.

A second hypothesis concerns inuing mo i{l indn.'r. '. ion. We
think, that in all Member States of the Community, industrialization policy
will always be relatively prominent.

Here we should recall briefly the role of industry in social and economic

P Industrialization is not an end in itself but 2 means of atta.iuin.g
a certain number of economic, social and political objectives. It is mainly via
industry that present day ad bodied in the develop of science

and technique emerge as economic progress. Ano.ther point is that the industry
of each European country is exposed to international competition. The inter-
play of these two factors over all industrial activity exerts a constant pressure
expressed by marked progress in productivity and by a relatively moderate
evolution of prices.

We may also note that the share of public. receipts coming in from industry is
higher than the share of industry in the national product.

Industrial development can thus contribute int
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means to mect collective needs. quite apart from any increasc in global fiscal
pressure,

We must also stress the decisive role played by industry in attenuating dispari-
tics between regions and in generating opportunities for cmployment in re-
sponse to the demands of competition.

Faced with an objective of cconomic and social progress, we do not feel that
there are any alternatives, Industrial development is the only way. The prob-
lem is to channcl this development so that it will be more closcly adapted to
the deeply felt hopes of today's socicty and cnable us to preserve the frame-
work of life and the natural wealth of tomorrow’s socicty.

Our third hypothesis concerns the basis of the cconomic system of Europe as
a whole.,

We shall look at this situation within the framework of maintaining the
present competitive economic system. We want to stress here that the control
of competition is inseparable form the proper procedures of a market economy.
If competition is to remain as the open rivalry which is an irrcplaccab.lc
factor in cmulation and progress, experience constantly shows anarchy. in
competition can cventually destroy wealth and gencrate social and political
unrest both within and between states. We must therefore emphasize the
importance of the problems involved in the control of competition at the
overall European level.

Beside these general hypotheses, which try to place within a firm outl‘i‘ne the
problems posed by the rise in collective needs, it scems to us that }hc future
options™ can only be defined under certain constraints of economic develop-
ment and that they should respect two particular requirements.

The first is to reject any formula which heightens the factors pf inﬂatfon. \Yﬁ
mean here that it does not scem acceptable to suggest choxccs,.\-vhlch \\;11
implicitly involve acceptance of a chronic policy of budgetary deflc.nts for the
sake of financing collective and social installations or transfer expenditure.

The sccond constraint concerns the level of overall fis.cal pressure. In our vui;:/é
to heighten fiscal pressure as a means of expanding financial resources for be
satisf:;ction of collective nceds, is a solution likely in the medium term to
largely ineffective.

Certainly in the short term the heightening of. fiscal pressure c—ann?iltiarj
additional resources to finance instaliation, running and transfer exp; A
However, experience proves, that beyond a certain thre.shold level,r ;vd ;mpens
nearly been reached today in most European countries, fiscal pdres:u o et
the initiative behind the dynamism of th.e economy or leads to

action, which it is difficult to combat effectively.
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As a constraint, we shall establish then that the overall fiscal pressure be
maintained at a level near today’s, stressing that this in no way precludes
internal adjustments in the various types of taxation m proportion to the
objectives to be attained for a fuller satisfaction of certain collective needs.
These adjustments bring in political choices; these will have to be made within
the range of a necessary reconciliation of taxation systems between the Member
States of the EEC,

It therefore seems desirable that the next medium term programme of the
Community should include some mutual deliberations on the distribution of
fiscal levies and the part they might play in the satisfaction of collective
needs, Such mutual thinking would allow comparison of experience between
each country and the formulation of some common guidelines.

To complete this rapid analysis of our hypotheses, representing the outline of
our study, we will emphasize one centrat idea: the continuation of European
construction.

In this respect we think that European construction pre-supposes some agree-
ment with the preceding theories. This point certainly deserves thorough
consideration and 1t must be quite clear that the different individual nature of
each country facing the problems in question represents a source of mutual
enrichment. However, it is difficult to conceive or imagine progress in Euro-
pean unity if serious divergences appear in the economic system in question or
ST T e Tt sf ks ee=ises taxation systems
e - ere does not exist

Therefore in keeping with the hypothesis of continuing progress towards
European unity, we shall emphasize the fact that exct between L

of the Common Market will extend to new areas and involve not only capital
but also men. In this respect the next medium term policy programme of the
Community should give preferential treatment to the study of problems
posed by the rise in collective needs, a study which.we see in terms of a
detailed comparison of the existing conditions in the different Member States.
This supposes that specific studies will be implemented and developed, which
will overload the staff of the National Exchequer, which is not prepared for the
problems in question.

This conference forms the point of departure for tlns thought. which cannot
help but crystallize around a central option: of guiding economic development
towards a fuller satisfaction of collective needs.

For convenience of analysis, we retain as collective needs, those whose saus-
faction misses the play of supply and demand on the market and involves in
many cases total or partial public financing and we shall try to bring out some
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of. t}}c lines of force in the present situation and anticipated developments
within ten to fifteen years.

In the immense range of collective needs, as understood today, we can distin-
guish several categories of needs with appreciably different development.

The permancence of traditional collective needs

A first category concerns the traditional collective needs, characteristic of any

organized society: national defence, public Jaw and order, safety of the citizen,
justice . ..

In this ficld development is closely bound up with the society’s system of
values, whose importance we stressed carlier. As an example, the problem of
law and order and repressive justice during recent times has assumed new
dimensions, which reflect the changes in the collective conscicnce of society.

The political choices made in certain sectors, such as National Defence have
obviously had very direct economic cansequences.

However we will not deal here with this portion of collective needs, which
concerns the sphere of politics and cthics. We shall simply underline the
permanence of these necds: defense, law and order, safety are all inherent in
any form of social life anywhere, at any time and the nature of the substance
of these needs changes in relation to the moral, social and political context. ‘It
is quite clear, that options taken regarding this class of collective needs will
make a decisive contribution to shaping European society.

The outline of life in industrial and urban society

A sccond category of collective needs covers those which are bred from the
increasingly rapid technicological changes and by industrial and urban society-

Here we are dealing with infrastructure of all kinds, mainly transport and
telecommunications; urban developments and localization of workplaces; I¢-
gional balance; the campaign against the harmful effects gem;rated by m&
dustrial production and consumption; the protection of the environment an
our cultural and artistic heritage.

This mass of collective needs involved in the development of industrial ancs
urban society corresponds with a range of new scarcities and.shortage.s molrle :rs
Jess acute according to the sector or country. Analysis of this evolution S ct)ive
a distinct degradation of life there with an interplay of the cost.s and nega -
effects of concentration and technical progress, n§me1y pollution, noxs]e;
struction of sites, increased time and expense in getting from home to WOI%.
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The policy on regional balance and the problems set by the protection of the
environment, the preservation of natural wealth and the campaign against
industrial “nuisance” are the subjects of special reports. It is not our place to
tackle these matters in depth. We would like to make a general remark, how-
ever, regarding the problem of pollution and industrial nuisance. The neces-
sary reforms in present conditions, which will inevitably involve financial
burdens on businesses, will be all the more rapidly made, if international agree-
ments either comprehensive or at the level of the main lines of activity, equate
the obligations of enterprises. The dination of the C« ity pre

of policies for the protection of the natural environment is absolutely neces-
sary to avoid distortions of competition, Such 2 coordination can and must be
an aspect of rapid and decisive progress.

Without tackling the specific study of development of transport, telecom-
munication and urban construction needs, which special reports are dealing

with, we arrive at an enquiry into the i for the expression of de-
mand and the adjustment of supply to demand.

Whether it concerns transport, telecommunication or urban development de-
mand is only too often expressed by serious shortage: so for instance the
problem of urban development occurs today in the form of sorting out the
congestion in the towns. The collective awareness of the degradation of life in
urban society is displayed by pressure of public opinion, combining often
contradictory desires and generally expressed with no consideration of costs.
The system of financing by means of taxation on investments and public
services, in the eyes of those who benefit, breaks the link between satisfaction
and cost. In many areas the strength of the need hinges on the low or non-
existent price, a concept which leads to distortion of judgement at both the
public authority and consumer level and extends the range of needs ad in-
finitum.

As far as supply born by the public authorities is concerned, one must first of
all take note of the inelasticity of resources in relation to demand. Further-
more, supply in terms of investments or public services covers either State
monopolies or activities largely shielded from competition.

Because of this, arbitrations, already difficult in themselves, escape the con-
straints of profitability and management as a result of even the smallest charge
imposed on them by proper action of competition.

Several lines of research may lead to an improvement in the x{lechanisms. for
adapting supply to demand in the field of collective needs which we defined
earlier.

On the plane of d d, it seems ry first to r blish the fnctoxs.of
choice between the satisfaction of different needs: choice between collective
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and private needs and choice between the various collective ones. This pre-
supposcs an cffort towards clarification on the planc of costs and prices coupled
with a real publicity campaign with regard to public opinion. The campaign
should be backed by an effort to sensitize opinion towards tomorrow's prob-
lems. We think that studics on long term outlooks could be implemented
mainly within the compass of the EEC to explore a wide gamut of possible
future concepts, including by all means even “wildly inacceptable scenarios”.
The objective here is to provoke collective awareness, up to now scrappy and

blurred. of how much is at stake and to stimulate everyone’s sense of respon-
sibility.

Morcover, structures should be sought which will allow comparison of the
different aims. Consumer associations can play an important part here, but
local administrative authoritics can also be considered as a standard vehicle
for the cxpression of demand by collective installations and can link the
dialoguc between opinion and the public authorities. Arbitrations (and manage-
ment) would, according to cascs, have to be made at a more or less decentral-
ized level.

I.et us stress here that the rise in collective needs is in itself a factor par‘tic—
ularly encouraging to this dialogue, which moreover is in parallel with aspira-
tions, which though still vague arc making themselves felt, towards the partici-
pation of thc citizen in the life of the city.

Concerning supply, there seems to be a need for recreating, in certain sphe{es,
an atmosphere of competition and rivalry. This means that. we must quesstwrflE
again the gratuvitousness or low price of some of thf: services as a result_o
public responsibility and finance. In this respect experiments currently runaing
in certain areas, such as the motorways, should be extended to other activities
as for example telecommunications. The point is to release the State frotrf)l
certain tasks so that it may devote itself to new needs and at the same txme1
submit new branches of production to the pressure of t.he market an.d'a. SO
particularize some of the collective expenditure, even if it means subsidizing
directly the most underfavoured categories of consumer.

As regards the important problem of public works contracts, the. sxtui:ttl::
should be evaluated realistically. Due to the local 'nature of.work sites, i
national competition can exist only beyond a certain level, since the con "
of a lower value can interest only the enterprises in a favourable gtaogra}t)h .
situation. Harmonization at Community level in awarding contracts h;s ity
fore economic meaning only if competition can work.eiffectlvely. hguld )
attached to the calls for tender can encourage this corapetition. But it Sa Lot
checked, by examining annually public contracts ex_{ceedmg a certain Znteq;riSeS
the proceedings conform with the law in that bids from .foreigfr.l o

have been considered under the same rules as those from national firms.
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In the second place, the public supply contracts show the characteristic of
being coupled directly with industry and of short-circuiting the controlling
mechanisms of commerce. These contracts in consequence represent a body of
strategy currently utilized towards ends of general interest, where figure pre-

inently the adj of market diti and industrial policy in the
broadest sense. Under these conditions it is neither likely nor desirable that
governments let go of this instrument as long as the Community is not
politically constituted and is not therefore able to pursue the tasks still present-
Iy carried by the States themsetves

In certain sectors and for some supplies, it is not out of the question that the
serious objections raised by the current projected directive on the coordination
of procedures for the award of public supply contracts may be overcome now
or be within practical range.

This is why the application of such a directive should be selective and the
determination of the sectors where it would be feasible seems to be the first
objective to propose to the States. In an initial phase its application could be
considered as purely optional

The needs of man in his function as a producer

A second category of collective needs tied to the rapid development of indus-
trial society concerns man’s needs in his function as a producer. We distin-
guish here two areas. One tepresents the problems of training and professional
mobility and the other represents the problem of revaluation of certain work-
ing conditions in industry and in the large enterprise.

On the first point the tripartite Luxembourg conference highlighted the need
for a Community policy on employment because of rapid structural changes
tied to industrial development. We do not possess the instruments to enable us
to make detailed provisions for employment in the medium term, and progress
in this field is limited by the rapidity and nature, hard to foresee, of the
changes occurring in a relatively fast growing economy. However we can and
must overcome some of the deficiencies in our knowledge of the evoh.!uon of
employment, by trying to fill the gaps in statistics and by comparing the
studies being made in each country, which assumes an effort towards co-
ordination of concepts and definitions. As an experiment, one could try at
Community level to set up forecasts on the evolution of. employment in some
branches either in relative decline or under strong expans:on.

The problem of professional mobility is closely bognd up with the problems of
training either for youngsters or for adults. The important progress made in
this field in a country like France has been in the form of national collective
agreements affording to each worker a genuine right to permanent training.
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Moreaver action is underway which may ensure the recycling of those without
work. This example among others leads us to stress that measures taken on a
national scale should be extended by a Community policy for coordinating
national private or public initiative: lengthy training periods for executives
and young workers in one or other of the European countries, European
institutions for the training of instructors or others sent there.

However the efficacy of policies implemented in this field overloads the
scheduled staff and the institutions and largely depends on the development of
attitudes.

There seems to be a need for an in-depth drive towards sensitizing opinion to
the nccessity and advantages of permanent training and “motivating” those
who will benefit from it. This action which puts on trial the joint responsibility
of all the partners in socicty should find support among the various teaching
bodies.

In connection with increasingly rapid technical and technological progress, the
need for a revaluation of working conditions is asserting itself. This develop-
ment is especially clearly scen in industrial production, from manual trades to
exccutive and management jobs.

The nced for a fuller blossoming of men’s potential abilities, in their daily
work, will tend to become more prominent in proportion to the satisfaction of
privatc consumer needs and in relation to the rise in the general standard of
instruction and quality of professional training. Such justified aims are often
thought of as a brake on growth. We think, however, that they represent 2
factor of renewal, whose importance will keep on growing over the next
decade.

The reduction in working hours and the adjustment of retiring age mainly in
relation to the strain of certain jobs is an initial partial answer, although they
cannot be considered with no regard for the consequences at the level of thtz
general balance of the economy. Although it is possible and necessary o fser
medium term Community objectives in this field, the staggering in time 10
the implementation of these measures hinges on the national context.

The second line of research and action lies within the canpass of. the entgli‘:
prise, in terms of a social cell. Here men can and must find th'e right 00:1h "
tions for their development and in this respect, it must be quite clear, .
today there is an enlargement of the responsibilities o:f the head of the. bu:c,meof:
We shall stress here the crucial importance of a pohc‘:y for Fommumcatwn o
information to staff to be understood as a means of stimulating a taste lfore;l <
a sense of responsibility on the part of everyone, no matter what the e\:v hon
his function in the company. This policy assumes specEal Contou;tsion o
applied to executives and foremen for it .must precede sharing prepar
decision making and delegation of authority.
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The revaluation of manual Iabour is also registered among the growing pre-
occupations of the industrial enterprise. The experiments running now in all
European countries aimed at checking the disadvantages of intensive mechan-
ization and enriching some of the manual jobs and especially conveyor-belt
work, are still only pilot studies which although still undecisive sigmfy aware-
ness of the problems. In order to define the mainstreams of desirable and
feasible progress over the next six years, a balance sheet on efforts made in
this field should be a subject for investigation within the framework of the
next medium term economic policy programme of the EEC.

The reduction of inequalities

A fourth category of collective needs corresponds with policies directed towards
reduction of inequalities of opportunity and positions. In this field develop-
ments reflect the system of moral values of a society, a system which is
modified in relation to the overall rise in the standard of living and the scope
offered by scientific and technical progress. Here we find on one side: train-
ing, health and social security, social housing and on the other: policies to
help those categories which remain on the fringe of the advantages conferred
by economic growth namely old people, handicapped persons or, amongst
the most underfavoured, the migrant workers and the professional misfits.

1t seems also, that although the policies of aid for developing countries comply
with very complex motivations, they are not divorced from the rapid nse in
the standard of living of European society, which has facilitated a collective
awareness of the responsibilities placed on the most affluent nations by the
relative poverty of countries under development.

This problem of aid for the developing countries 15 here the subject of a
special report, so we shall not tackle it here. Moreover, the size of the prob-
lems in question makes an exhaustive examination impossible and we shall
limit ourselves to proposing some general guidance.

The satisfaction of collective needs in this particular field corresponds with one
of the most complex phenomena of economic growth, namely that of redis-
tributing revenue in terms of a combination of choices e!ther moral, political
or economic. In the first place the dearth of knowledge in this field must be
recognized. We understand the phenomenon of redistribution of revenue in the
form of financial flow. We are familiar with its source namely direct and
indirect taxation, subscriptions to social security etc. On the other hand we
possess only global information concerning the recipients of these redx_smbuted
resources and the definition of objectives to be atla%ned as exp}'esscd ‘m finan-
cial terms within the compass of national progra or mul | budgets
has only a very confined social significance. Tln§ lack of knowledge will weigh
more and more heavily on choices and arbitrat}t)ns and we think Shat a really
high priority should be given to overcoming this problem. Two pivots for re-
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search seem obligatory here. It must first be established firmly and precisely
who the beneficiaries are in the flow of finance and redistribution of revenue;
this initial study is indispensable in order to find measuring gauges for th;,
efficacy of the mechanisms of redistribution. This mass of data must be the
subject of widespread information and form the framework in which the
normal and desirable argument will develop between the social partners. This
argument must lead to the definition of clear objectives which commit the
collective responsibility of the whole of society and are expressed at the level
of political choices.

We do not want to minimize the difficulty of such an effort which is obvious-
Iy considerable, if only because it brings in non-measurable values and implies
a coordination of research carried on in several disciplines, especially eco-
nomics and sociology. Nonetheless it seems to us that only progress in knowl-
edge in this field will enable us to find the answers to the basic question of the
end results of growth, which we recalled at the start of this report. Let us
stress that in some countries, such as France for example, within the frame-
work of planning, research has already made considerable progress. Close
coordination of work carried out in the various countries would obviously be
stimulating and a factor of rapid progress.

From now on it seems that the technique of Planning Programming and B.ud-
geting, initiated in France under the name of rationalization of budget choices
could be more broadly developed. This method is only of partial interest to the
collective needs in question here, since it approaches the problems only from
the mathematical and economic profitability angle. All the same this aspect of
the management of public resources cannot be overlooked. Experience Pr.os_'es
that progress in this area runs up against major difficulties, namely the rigidity
of administrative structures and the training of men, understood in the broad
sense of their capability and attitudes. These two difficulties will not be over-
come without a certain political will-power which could be stimulated at the
European level by a far more systematic comparison of experience and by
pooling the means of training men.

uca-

Changing needs and options to be taken in the national instruction and ed o

tion have assumed new proportions in recent years. Previous cr'{tena of ©
efficacy of public action, namely the raising of the school lefiwpg age, c:
admission of greater numbers into the universities have wa.ned in unporta;; ’
and the education system as a whole is in a state of chronic Crists of clashing

ideologies.

¢ developments and
education has hap-
The result has
programmies
tial factor of

The coming of mass education together with demggraghx
the admission of greater numbers to secondary university ¢
pened at a time when progress in knowledge was accelerating.
been considerable upheaval at the level of teaching structures apc}
in contrast with earlier development and thus representing an 1ni
disarray for teachers as for pupils and students.
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Moreover although economic growth and the industrial society wield a positive
influence on the education system by offering a wider choice of jobs and
careers and raising the level of qualifications, this influence is questionable
today for two sets of reasons.

Firstly it is no longer possible to extrapolate previous trends which ensured
for those qualified, careers in keeping with their ambitions and suited to the
education they had recewved. The result is a deep-seated anxiety among students
as to their professional future.

Secondly, to adapt the education system simply to the needs of the economy is
felt as an attack on the deeply felt aspirations of each individual and as an
element of political and social conservatism.

The teaching crisis takes the form of a repudiation by the younger generation
of the society offered to it, a repudiation all the more violent in that it is
inspired by a sense of distress and anxiety for the future and it is in these
terms that we must speak of a genwine crisis. For European society the prob-
lem of the young is of capital importance, which it is not our place here to
discuss in depth, but which must be included in the basic concerns of the
Community.

We shall confine ourselves to recalling some partial aspects of modernization
in teaching systems. The situation today obviously calls for some obligatory
arbitration concerning the amonnt of resources 1n men and means which must
be devoted to national education. Among the courses of action possible, it
seermns necessary to give preferential aitention to the objective of improving the
quality of teaching even if this means reversing the trend to Prolong'u}g the
average length of studies. These guide lines would follow in the direction of
the policy for reducing inequality of opportunity and would facilitate a better
integration of students into active life. On the other hand it must ce}-tainly not
prevent bringing forward the starting age of primary edqu!lion, which plays a
crucial part for children in the most underfavoured categories.

The adaptation of official channels of training in secoudary. and uni'versity
education towards job and career opportunities implies collective coqrdmatxou
and research to which industry must contribute by developing medium term
surveys on the provision of employment and by su-ivin to bnpg out fnte.na
of general training or professional qualification. .Ol.Jvmusly this contribution
on the part of industry will be effective only if it is mac}e at the }iurop;an
level and more specifically within the compass of Community industrial policy.

i i i it i development
In the field of Social Security understood in its broad sense, the
of needs corr ds with ol plex reverse hani: which tend to expand
ad infinitum the range of needs.

Firstly, economic growth allows an overall increase in real incomes. Thus
s
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luring the period 1958-1970 the increase in real incomes from work for the
nass of the European countries reached about 70%. On the other hand with
he rise in the standard of living, inequality of opportunity and income are less
:asily born. In certain areas which affect the vital needs of man, such as
1ealth for instance, scientific and technical progress will act naturally for the
>enefit of the richest and to the detriment of the poorest. So we can note in all
European countries, that parallel with the raising of the standard of living,
‘here is a trend towards extending policies for the reduction of inequality,
shown for instance by the evolution of social security expenditure as a percent-
age of gross national income or of household income.

Allowances in Social Security as % of the national income

(@ %)
Ger- Nether- . Luxem-
Item Year many France | Italy lands Belgium bourg
Total of 1962 17.3 16.3 14.0 14.3 15.9 17.1
allowances 1965 18.3 18.8 17.7 18.0 17.1 19.6
in Social 1967 20.9 19.9 17.9 19.9 18.4 22.5
Security 1968 20.3 19.6 18.5 20.8 19.8 22,1

Allowances in Social Security as % of the net available income of households

(in %
Ger- Nether- ) Luxem-
Item Year many France | Italy lands Belgium bourg
Total of 1962 19.5 17.7 15.0 17.5 16.7 19.2
allowances 1965 20.2 20.6 18.8 21.8 18.2 24
in Social 1967 22.4 21.7 19.3 24.3 19.8 242
Security 1968 22.3 21.6 20.0 25.4 21.1 243

These figures highlight a growth in the transfers made !)y the various systetr;::
of social security greater than that of the nationa.l income, and also
importance of the transfers: nearly one fifth of the national income.

Within this overall package the two most important items are sickness, for

which in 1968 the allowances were spread according to the country b;(t)wée%ﬂ
3.5% and 5.5% of the national income, and old age between 13.9% and 10.67%.

If we look at these two items as examples, then needs can only grov&;, :lr;;:s
progress in the area of health will contribute to the growth of needs ;)e + by
age. In the face of this massive trend towards the growth of ne.eds f:ovedue )
social security all the European countries are confronted by arbitrations
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she imgo'ssibility of adjusting the financial resources to the needs without
jeopardizing the overall balance of economies.

These choices emerge from the responsibility of political authority. They
reflect the concepts of each country in the realm of fellowship, but for us they
must represent one of the motive elements in European society. Without wish-
ing to seek a useless harmonization of arbitrations, it appears that the basic
problems, which in the medjum term can only become more serious, should be
tackled within a general reconciliation of the Social Security systems.

As a conclusion to this exercise, in order to take an overall view of the
development of collective needs, it seems to us that the BEC 1s a notably
positive factor for a fuller satisfaction of needs to the extent that it forms a
frame, in which the relative successes and failures of each country can be
compared. But to strengthen the Community there must be some agreement on
the main objectives to be attained in this field.

Until we have strengthened our knowledge on the social efficiency of the
mechanisms and public action underway in the various countries to ensure
satisfaction of collective needs, it is an illusion to think of defining precisely
and practically the mass of the future options before the Community, which
would ensure a stable balance between private and collective needs. This leads
us to treat as a priority investment the development of studies and research
currently underway at the national level and which should be the subject of an
initial combination within the next medium term policy programme.

In the current situation, where in the face of rising collective needs, arbitra-
tions are compulsory, we have first tried to broaden the margin for manoeuver
in public action while respecting the general balance of the economy. In this
respect, we have suggested, that in some sectors covering material collective
needs the non-chargeable or low price concept be giver up and the activities in
question be submitted to the play of market demand and supply, even if it
means subsidizing the most modest categories. Transport and telecommunica-
tions could be selected as test cases. .

As regards man’s needs in his function as a producer the necessary revalua-
tion of manual labour and adjustments to improve the function of the big
company relevant to the potential abilities of men, assume a dialogue l?efv'vt.:en
all the social partners and a sharper awareness of everyone’s responSIblhu.es‘
This awareness could be stimulated by systematic comparisons at C9mmumty
level of national experience. But although certain common guidelmes seem
useful and desirable, to blish a decision making or neg y organ at
Community level would be an illusory and dangerous step today, due to _1hc
diversity of national traditions, differences in_ideo_]ogy among the trade union
organizations, and the different political situations in the States themselves.

The policies di d at reducing inequality of opportunity and conditions call
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for a new approach to the problems centred on the mechanisms and imple-
{nel.nted measures, and which could be made on a Community scale and cover
initially health, education and old age.

It seems scarcely possible and realistic to aim here for a genuine harmoniza-
tion between the mechanisms operating in the different European countries.
But it is necessary to avoid further distortion and to define medium term Com-
munity objectives.

Collective needs and industrial development

First of all, at the level of industry in general, we recalled how industrial
development is the prime mover in the drive for economic and social progress.
The memorandum of the Commission on industrial policy paid special atten-
tion to defining guidelines, which might encourage the strengthening of in-
dustry in the Community and we think that in itself the memorandum forms
the initial face of this study concerning the means of ensuring a fuller satisfac-
tion of coilective needs. It has to be completed but cannot be fundamentally
questioned.

In this respect we must stress that industry in general at the Community level
harbours considerable potential progress in productivity, even though 2 t:ul.ler
satisfaction of collective needs will lead to an extension of service activity,
where this progress seems very limited. To release these reserves of productivi-
ty must still be a vital objective in the development strategy of European
countries. This assumes that public and private efforts in research and develop-
ment will be continued and that the action of competition at State, European
and international level will be improved.

From some standpoints, a fuller satisfaction of collective needs coincides W}th
this demand made on industrial productivity, whether it concerns cqllectlve
material goods such as infrastructures in transport or telecommunications, o
collective non-material goods such as professional training or health.'But in
other fields the satisfaction of collective needs seems to conflict with th}l}i
demand on industrial productivity; in this respect it is certain that thq fig
against industrial nuisance and pollution will be a new bur@en for‘the mduisl;
strial enterprise; even if a sound regional balance implies setting up industry .
depressed regions, the profitability on activity there may look less adv?ntagfe;)h °
wan in already industrialized areas: at the level of the general bala_mcuzlg.(;1 b
economy, the financial needs of public investments are competing wit
financial needs of productive investments.

The burdens and pressures imposed on industria} enterpr.ises by a fu(liletr stitg;
faction of certain collective needs cannot be considered wuhopt regar t(;) e
negative effects on the plane of industrial development; these items mus
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subject of harmonization at Community level as is the case for instance in
regional policy or by specific directives covering certain manufactures, This
is a pre-requisite indispensable to avoid distortion of competition, which
provokes sooner or later more or less veiled protectionist reactions,

Although we have rep dly underlined the political nature of the choices
and arbitrations called for by fuller satisfaction of collective needs, we should
highlight here the special responsibilities of industry as a whole.

Furst of all it is quite clear that in the field of preservation of the environ-
ment and natural resources, ndustry must collaborate closely in future studies,
which are absolutely wital for clarifying the medium and long term choices.
These studies could be put 1n hand very rapidly on the scale of some particular
problems, such as energy or water resources, and they could very shortly lead
to an awareness of how much 15 at stake and the policies to be implemented.

As we have indicated earlier industry also has a direct responsibility in the
field of professional training. Considerable progress can result from a closer
liaison between education and the heads of enterprises. But action here must
be an integral part of the medium term development strategy of the industrial
sector and any medium term sectorial provisions must be accompanied by_ a
genuine policy on professional training, installed at the level of the enterprise
and the professional organization.

The increase in collective needs opens prospects of new markets for industry.
Medium term provisional surveys and research for the future could be made
much more thoroughly in some areas such as city or inter-city.t.ranspon, ﬂ}e
control system for road and air traffic, industrialization of building and public
works and development of audio-visual techniques in teaching.

But at the same time in all areas where the potential development of collective
demand seems considerable, we must seek out the means of stimulating the
spirit of enterprise. In this respect it certainly looks as though means can be
implemented on the plane of technical research and .developm'ent. Tpxs means
uncovering innovation much more systematically; goiog back if possible as far
as the plane of basic research in the sectors of collective demand regarded as
medium or long term priorities.

Tt is at the level of the industrial enterprise, where the different problems. must
be set and solved, which are raised by a fuller development of man in his
function as a producer at whatever level it may be. The pl:o!)l&ms cover fh'e
revaluation of manual labour as well as delegation of responsibility and ;_:anfcx-
pation in the life of the enterprise. They can only be solved by communication
and awareness of everyone’s responsibilities.

Although on some matters 2 systematic framework seems needed and desirable,
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it looks as though the problem of the guality of life within the enterprise
calls for specific solutions within each one in proportion to its size, the netre
of its activity and the temperament of the people working there. The consiruc-
tion of Europe, as we stressed at the start of this report, implies zn exteadsd
exchange in the sphere of knowledge and people. Thus broader and permzensnt
comparisons between the particular experience of every enterprise will pro-
gressively release at the European leve] the answers to the problems involving
the quality of life within the enterprise.
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TRENDS IN COMMUNAL AND PRIVATE
REQUIREMENTS IN EUROPEAN SOCIETY
AND THEIR IMPLICATION FOR INDUSTRY(*)
C. DELACOURT-SMITH

For four hundred years the economic life of Western Europe has been domi-
nated by the concept of the market. The dynamic of economic life has been the
production of goods and services for those who had the means and will to pay
for them. This basic idea has been applied in ive stages of technological
development; it has itself been a powerful influence in stimulating technological
develop t. It has ch 1 the relationships between classes; indeed it has
developed ive new sy of class relationships. It has profoundly in-
fluenced political development; in the nineteenth century it contributed to the
rise of the nation state which provided a unifted area in which a market could
be created of a size more appropriate to the scale of mechanised industrial
development than the smaller political units of the eighteenth century had
been.

Over the last hundred years however, with the very rapid growth of productive
power, it b increasingly recognised that complete depend of eco-
nomic activity on producing for profit by individuals or firms was not suffi-
cient. Production for profit could not for example be relied on to provide
education, housing or curative health services in the quantity or to the stan-
dards required; nor to ensure a healthy environment; gor to guarantee em-
ployment for all those who wanted to work. In a variety of ways the collective
regulation of economic activity and the development of public effort have
grown. Public authorities have in many spheres had to supplement or supplant
religious or similar voluntary efforts to meet education, health and other social
needs which the market economy could not fulfil. In many countries too
the state has been obliged to undertake the task of controlling and sustaining
parts of the industrial structure.

Thus when the EEC came into being there already existed ‘{n the c.ouu(rics
which constituted it a varied pattern of public enterprise—'n.xam\y designed to
strengthen the economic infrastructure—and of public provision for a range of
social and human needs.

i i barriers to the
The emphasis of the Treaty of Rome was on the reduction of bar
operation of competitive free enterprise 'thmughout the Ccmmum%y ang( l:l::
facilitation of the free movement of capital and labour. Such a wider

{*) Oniginal test
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The Preliminary Guidelines for a C ity Social Policy Programme quote
the Third Medium Term E ic Programme (; d in March 1971)
as declaring that economic policy “must serve the aims of society”.

“The Community’s economic policy cannot be limited to the joint targets of
growth and stability. It takes on its proper significance by its contribution to
improving the conditions of existence; it must aim both at raising the standard
of living and improving the quality of life; it must also help in achieving greater
solidarity for the benefit of the least-favoured groups of the population”.

It goes on later to quote the “general objectives which all member countries

regard as priorities” and includes in these:

(a) greater satisfaction of requirements in education, health and housing;

(b) increased efforts to combat the harmful effects which economic growth
has had on the environment;

(c) greater quality of initial opportunity;

(d) greater justice in the distribution of incomes; and

{e) adaptation of social welfare schemes to modern needs.

The Social Infl of Industrial Employment

Industry (which may here be taken to stand for all gainful employment
whether strictly industrial in its character or not) affects social life not merely
by its products but also by its profound influence on the life style of those
engaged in it and of their families. The arrangement of the working week
determines the social life of the family; the availability of employment
influences the location of the family home; the security or insecurity .of the
employment determine the stability of the family living standard; and indeed
the character of the work process which the individual is required to undertake
will over 2 period influence him mentally and temperam_emally and may ex-
tend its influence even to the ways in which he will be disposed to spend his
leisure.

Industry must therefore take its responsibility to its worke.rs as one of qle
most important of its social responsibilities; hu_t like otheirs it requires for its
full discharge a background of appropriate policies by public authorities.

The greatest single contribution which can be made to thle vyell bcing_ of lthe
worker is the maintenance of full employment; which in its turn involves
governments in maintaining 2 high and stable level of demand.

i ine i i 58-1970 in the
Unemployment showed a considerable decline in the per.nod 19.
EEC gouitries but since then has tended generally to rise. In the UK lthers
was a steady rise during 1970-1971 which brought the figure of unemploye
virtually to a million.
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Full employment however is not a question merely of the total number of jobs
set against the total number of workers available; the suitability of the jobs
and their location is as important as their existence. So beside the figures of
unemployment must be set the increasing migration within the EEC (which
now involves nearly a million workers), the attraction of nearly 2.5 million
workers from outside the EEC (mostly unskilled workers from the Mediter-
ranean area) and the migration to find work outside the EEC (probably now
involving some 700 000 workers).

Frequently migrant workers are employed in the least satisfying and worst
paid jobs, with the worst prospects and—outside their working lives—the least
satisfactory social conditions. Their position is already being recognised as a
major element in any programme to improve the quality of life in Europe. To
quote Guidelines for a Community Social Policy Programme:

“The cultural gap between migrant workers and the population of the host
countries has widened. In some circles there is resistance to, or distrust of, a
foreign ‘presence’ which is sometimes regarded as excessive.”

Migrant workers are less and less becoming adapted to the life of the host
country and often find themselves alienated from their home country as well.
The effects can be particularly serious when the migration of a worker without
his family leads to family breakdown and to harmful effects on the children.

Attention is needed as well to the social problems which arise in the course of
the work process itself. Industries rise and decline, new centres gf employment
grow and old ones decay, demand for types of skill and experience ﬂpctuaite
and change. New processes of work make more intense demands, pa.ll'thl.llaI y
on the nervous resources of workers; many processes, new and old, give rise t0
health and safety hazards.

Consideration of the social effects of industrial employment suggest the need
for:

(2) continuous action by governments to ensure a high and stable Jevel of
employment; . o ] ]

(b) recognition by employers of the scale of social responsibility Whl'i}:: r:;I
tach to the management of productive .employment; and the uni oy
development of personnel, staff and services to ensure that that resp
bility is constructively accepted; _ o

(c) effective trade union organisations, recognised py employers 'fmd go;:,ethe
ments as the spokesmen of workers an_d entitled to negotiate O
whole range of matters affecting wo-rkers’ mtere-s'fs;

(d) more rapid progress towards equality of conditions an

women; . .
(e) forecasting of future manpower requirements of industry

d opportunity for

so that training
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and retraining of wquers may be undertaken in accordance with the
changing needs for skills and types of workers;

(f) regional planning which among its objectives shall seek to harmonise
changes in the scale and location of industry with social considerations.

Health Service

Industrialised countries with concentrated populations must—even if only for
economic reasons—perforce undertake measures of public health which enstre
adequate sanitation, a pure water supply, control of epidemics, inspection of
food supplies and similar standards of public hygiene. All the countries of
the C; ity have in fact pted public responsibilities going beyond this
and extending in one way or another to the provision of personal medical
care.

The scale and variations in expenses incurred in this way can be seen from the
following table. (These figures should be read in the light of the fact that some
public expenditure in this field may appear under other expenditure headings
—under social services for example, or, 1n the case of health services for the
armed forces, under defence).

Percentage of GNP devoted to | Percentage of public expenditure
public expenditure on health devoted to health
1957 1966 1957 1966
Belgium 0.5 0.7 17 17
France 0.3 0.7 0.8 1.8
Germany 1.5 2.2 4.0 5.6
Tualy 14 11 4.5 3.1
Luxembourg 1.2 1.6 3.8 41
Netherlands 1.0 15 2.6 33

bres des Ce e

Source- From L'Evolution des finanices publiques dans les
1957-1966 (published by the Commission 1970)

Generally speaking the expenditure by publi.c a.ulhorities covers ;:iublic h;\l‘r;lz
and sanitary organisation; payments to institutions for soanl an . prevew :.a
medicine; and the expenses connected with clmlc's, ho:spualllz Sax;m ssa::d 1;1 e
Differences between countries in the metbod of {manc"mﬁv enpcnumries [be
large part played by local authorities make comparisons betwe

analysis of totals particularly difficult to make.
During the post war period the organisation of personal medical care has
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attracted increasing public attention in all developed countries; and has inds

particularly in the United States of America, been the subject of a good deal
coniroversy.

Collective provision for such care exists throughout Western Europe; but 1
forms of organisation and the financial arrangements vary greatly from cov
iry to counfry. At one extreme there are the comprehensive schemes financ
predominantly out of general taxation—of which the National Health Serv
in the UK is the longest established example. Generally speaking in the Fl
countries the participation of the government is less direct and great reliar
is placed upon state-supervised insurance schemes—generally financed
regular contributions from emplovers and employees—and somefimes st
plemented by private insurance. The methods of organisation vary considi
ably: and there may be variations within a country in the cover afforded
groups or individuals according to the provisions of the scheme by which th
are covered.

According to estimates made by the Office of Health Economics the propt
tion of the population covered by such health schemes is approximately
follows:?

Belgium 95
France a8
Germany 98
Tialy 83
Wetherlands 85
United Kingdom 100

While it is not difficult to set out the organisational arrangements w}:gich cov
the populations of the countries of the Community, it is_rfmre.dltﬁcu}t_
comment upon the standards of care made available. Traditions m.medlgﬂ
vary greatly; even the harmonization of qualiﬁcations——so.that quahﬁed. 'O
tors may practice where they wish within the Community—is not }'e‘t achiev j
It is probable, however, that generally speaking standarc_ls of care 6o pot \..tl
creatly between the countries of the Community. Anything which ne§ds tol
done in direction of diminishing inequality is likelv to relate to the zmpr‘O\‘
ment of standards and facilities in particular areas, which because of pover
or inaccessibility lag behind the standards applied generally.

The questions which arise for the future are ra-ther those of deterslilgélrl:
priorities which should be observed in future expansion. They must be v:onI o
acaipst the enormous increases in medical knowledge and its appice p
which have already occurred in the last quarter of a century and agatnst &
further enormous increases which are expected.

2 Published in jowrzal “New Socizzy” (Losdon) 18271,
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Already there is a very large gap between what is practicable and what is
economically possible; and the likelihood is that this will grow greater. Hence
the emphasis which must be put on determining the priorities and on evaluat-
ing results so that knowledge, effort and skill are put to the greatest use.

One clear feature of the future is that the proportion of the Ppopulation over
the age of seventy will increase; indeed the greater the attention given to the
reduction and treatment of diseases and injury the more will this be true. This
may lead to 2 shift in emphasis from the treatment of acute illness to the
treatment of chronic illness; and—as is already happening—by concern for
prolonging not merely life but activity and enjoyment.

In some respects allied to this is the requirement for greater attention to the
needs of the handicapped, the disabled and the mentally disturbed. It is
estimated that in Britain alone there are over 3 million people living 1n private
households who have some physical, mental or sensory impairment Of these
over a million can be classified as handicapped. If these figures are repre-
sentative—and these is no reason why they should not be—they suggest that in
the Community there may well be some four million handicapped persons and
some eight million more suffering from impairment. This 1s apart from those
in these groups who are 1n nstitutional care. There is already within the EEC
a programme for the disabled which constitutes a valuable beginning in this
field,

In all these cases—of the elderly, the disabled, the handicapped, the mentally
disturbed and the young chronic sick—the problems are not purely medical.
Social arr as well as medical care are essential, particularly to ensure
that members of these groups have opportunities of happiness and usefulness 1n
company with their fellow men rather than becoming isolated and institu-
tionalised.

There are other projects on which it is clear that additional expenditure would
result directly in the alleviation of suffering or the saving of life. To take two
examples: . .

() there is now available a range of specialised medical equip ‘which of
suitable staff can also be provided will all viat.e suffering or save life;

(i) better emergency arrangements for dealing with road ac.zL:tdems ?ould also
secure such a result. The road accident is now resp for a
third and a half of the deaths of Europeans in th_e 15:25 age group and
50 constitutes the largest single cause of loss of life in this age group.

The scope for preserving life and enhancing activity is so great that it xi
particularly essential to evaluate the effects of treatment and ensure the mos
effective use of resources. This is also a field in v{hlch there has beeP grcn;
advance which permits the more effective of many q of
technique and institutional arrangements.
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(a) What type of hospitals should be built?

(b) What are the relative advantages of keeping a patient in hospital or
returning him as speedily as possible to his own home?

(¢) What advantages would be gained from a more rapid development of
health centres?

(d) What scope is there for the use of volunteers in assisting to expand medical
and social care?

There appears to be two fields in which deployment of resources would yield

benefits above the average:

(i) industrial health (embracing occupational medicine and work environment
service); since effort here conduces to industrial growth and to the ex-
ploration of those aspects of health influenced by the physical, mental
and emotional effects of working life;

(ii) health education; since in such fields as alcoholism, drug addiction, lung
cancer, venereal disease, home accidents, child care and occupational
safety and disease a greater public understanding can contribute to the im-
provement of health standards.

In the field of health a stage can be foreseen when political options about
priorities and about the organisation of services will have to be exercised.

Social Security

Since 1958 the expenditure on social security in EEC countries has tended to
rise, both as a proportion of public expenditure and as a proportion of the
gross national product.3 Although, owing to differences in the methods-of
organisation and finance of social security arrangements in various countries,
comparisons cannot always easily be made, the tendency appears to ha.ve
been for a levelling up and for those countries where in 1958 soc:a; security
was relatively less developed to increase their spending more rapidly than

others.

The trend of social security expenditure and the share of GNP it absorbs are
showshown in the following table.

1962 1966 1967
Belgium 13.5 15.1 15.4
France 13.1 15.5 16.1
Germany 14.1 15.5 16.7
Ttaly 11.9 15.9 15.3
Luxembourg 13.9 16.1 17.
Netherlands 12.2 16.5 16.94__

Figures taken from Basic Statistics of the Commumity 1970.

3 See L’évolution des finances publiques 1957-1966.
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Precisely comparable figures are not available for countries outside the EEC;
but such as are available suggest that these percentages are about the same as
those in Sweden, significantly higher than those in the USA or Japan; and
somewhat higher than those in Norway, Denmark or the United Kingdom.

Arrangements vary widely and it is hard to generalise; but generally speaking,
compared at any rate with the UK, the tendency is to rely on occupational
schemes particularly for benefits other than old age and retirement pensions;
although in all fields of social security government intervention and controt of
social security has been increasing as a result of the reciprocal arrangements
between countries necessary for the effective cover of migrant workers. Oc-
cupational schemes which generally cover family allowances as well as sick-
ness, maternity and old age or retirement provision have come into being as a
result of pressure or the circumstances of particular industries. They tend to be

earnings related and to be fi d by sub ial contributions paid by em-
ployers and to a lesser extent by employees. Despite state supervision the
financial contribution made to social security sch by general i

tends to be small.

Thus the 1966 figures for the net financial contribution of the states and local
authorities as a proportion of the total receipts of social security schemes are
as follows:*

Belgium 20.2
France 92
Germany 166
Ttaly 174
Luxembourg 26.3
Netherlands 5.0

A calculation for the United Kingdom would suggest that a comparable figure
for 1966 would be 34 and for 1970 would be 30. (This covers Exchequer
contribution to the National Insurance Fund, war pensions, family allowances
and supplementary benefits).

It is probably in the field of social security that pressure for a hz.xrmonisation
of arrangements will be first and most strongly felt in the Community.

Education

i d
In t i .65 educational endeavour, as measured by school an
i o .Pel::fi ‘1950 65roseu t ially in the countries covered by the _EEC.
as indeed it did in other European countries. It is sign. ificant though that ;n ll;c
case of primary and pre-primary enrolments (which are of course closely

# See L'evolurion des finances publiques 1957-1966, pp. 155-6.
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affected by changes in the birth rate) the increase was 13%~—while at th
secondary and higher levels the figures were 101% and 134 % respectively.s

Throughout the EEC elementary education is compulsory from at latest 6 ¢
at least 14. In many areas the legal age for school leaving is already highe
—but in others the legal requirement of education to 14 is not fully effectiv
There is in fact a marked tendency for schooling to be prolonged; the numbe
of children who actually leave school at 14 falling year by year® and th
age of leaving is generally nearer 16. Despite a growth in educational plannin
in the last decade the statistical material leaves a good deal to be desired.’

Major considerations which may play their part in influencing educations

growth include:

(a) the strong and increasing demand for education expressed by pupils an
their parents. The growth in demand has accompanied changes in th
social structure and the rise in GNP per capita. It coincides with th
need for a more highly educated body of citizens in a society which i
growing increasingly complex. Those leaving school at the moment }vx]
be active participants in industry, the professions, and the life of societ!
until perhaps the year 2015, 2020—or beyond. It is manifest that th
education which they now receive must fit them to deal with the man
changes in industry and society which they will see. .

(b) Recognition that education is an investment by society and that sociel!
is entitled to expect maximum benefits—compared with those which ar
alternative use of the resources devoted to education might groduce.

(c) The degree to which the educational system can prov.ide in _l)rogldly the
right numbers the individuals with the skill, and training yvhlch industry
and society require in the future for the wide range of vocations open.

(d) The contribution which the educational system can make to a greac
increase of social equality and equality of opportunity.

Within the education system individuals exercise choice subject to fhe Icgtlls_‘f;
tion of the country in which they live, and the wide variety of. optlonsjbwdltf‘ ‘
the educational system offers, so that a good de.all of what‘ls descri f‘on:l ]
educational planning is necessarily concerned with forecasting ed?ca ;0\';-
expansion rather than influencing it. So far the strong fiemangi for 1mpe(i :
ment in educational opportunities at all levels has coincided with the ncl‘ficd
the nations of the Community for greater numbers of_ skilled and qua lm :
individuals. It may be that in the future the relationship between ccon(; thvj
social and educational needs will become more complex. .Thc plans (I)] o
countries of the Community appear to envisage an expansion rather t{;cing
diminution of higher education and this could lead to more graduates

5 See OECD Conference on Policies for Education Growth, Vol. 11, p. 11.
6 See L'evolution des finances publiques 1957-1966, p. 57.
7 See QECD Conference on Policies for Education Growth Vol I1, p. 77.
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availa'ble than there are posts which have traditionally been regarded as ap-
propriate to such a standard of educational qualification.

Suc}l a situation may appropriately be regarded along the lines of (1) the
social advantage to the individual and to the Community of generally higher
educational standards. (2) The growth of occupations, e.g. in the fields of
administration, social welfare and parts of industry in which the quality of
performance will be raised by the employment of individuals of higher educa-
tional standards. (3) The reorganisation of parts of industry and administra-
tion so that work hitherto performed in a routine manner under supervision
may permit more flexibility and more initiative by the individual.

The ingeractim.a of social, economic and educational needs can be reconciled
along lines which not only permit to the individual the satisfaction of a higher
educational standard but lead to soc1al and economic advantage

Educational growth is likely to continue in the seventies. The traditionat
system of education with its élitist character is being transformed into a system
of mass education—not without controversy. The following may be secen as
likely fields requiring particular priority.

(i) Pre-primary education. The widespread changes in the character of
primary education since the end of the Second World War have been
perhaps the most dramatic of the moves away from an academic orienta-
tion and towards an educational system based upon developing the full
range of the individual’s abilittes and talents. Pre-school education also has
great significance in meeting the needs of chuldren belonging to socially
disadvantaged groups for whom much subsequent educational effort is
likely to remain ineffective unless they are helped to overcome the iitial
obstacles to achievement.

(i) Upper-Secondary Education. Taking the Community (and indeed the
OECD countries as 2 whole) there has been a doubling of enrolment in
upper secondary education between 1955 and 1965. For most European
countries the continuation of this trend towards the full enrolment up to
the 17-18 years age group would imply great expansion in total numbers.
At their sixth Conference in May 1965 the European Ministers of Educa-
tion formally stated their view:

“that the period of education should be extended to eleven or twelve years
for alle and that education be based on a broad common curriculum.”

The tendency of lower secondary education to become less selective,
combined with the past and prospective growth of upper secondarf
education, will mean that the period of common educau'on.al experi-
ence for the whole population will gradually lengthen. This is socially
desirable—in producing a2 more highly educated .pcpulatmn. and reducing
those divisions which bad their origins in varying educational arrange-
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ments for different classes—and is also valuable
academic, occupational and professional training.

(ii) Higher education including recurrent or “permanent” education. The
number of students is likely to increase but the choices made by students
for specialised fields of study have tended to diverge from those which
would match the forecasts of demand for the various types of specialist,
At the same time forms of higher education may change; already the old
divisions are breaking down between academically oriented higher educa-
tion in Universities and the more vocationally oriented education in other
institutions. Indeed there is need to examine how the relationship of
higher educational institutions to social requirements may be improved
without prejudice to their independence. As the rapidity of social and
technical change is recognised however the importance of permanent
education will be increasingly emphasised. This form of higher education
may prove to be one of the most substantial and significant areas of
educational growth. Individuals will be involved in it irrespective of their
attainment in the formal educational system; and it will assume a variety
of forms—among them spare time courses perhaps covering a number of
years; part time courses covering usually shorter periods and sabbatical
spells of full time refresher education at intervals in working life.

as a foundation for

At the same time—as in other developed countries—there are clear. inequa'lities
in the educational opportunity of individuals, marked both by reglonal‘ differ-
ences within countries and by class differences. This is a complex subject but
the scale and importance of it can be to some extent seen from the set of
figures on page 349.

The OECD Conference on Policies for Educational Growth (1.1e1d. in Pansfm
1970) provided the occasion for a number of countries participating to oftgf
estimates of future enrolments. These are set out in the tabel on page 359 o
gether with estimates made independently—by the OECD Conference Se(ci'rt;1 -
riat—on the assumption that the education system will develop in z.iccorlama’
with certain trends prevailing between 1950 and 1965. These Secrc?tanat c;i Ct .
tions do not take account of national forecasts or even of the likely Ef Zf:asts
projected reforms now known; in each case they provide a range of ortional
of which in the table the minimum and maximum are shown. The nats -
forecasts and the independent calculations both relate to Fotal enrolnllend tor
the table also shows in brackets for each country jche figure calqu at:; o
higher education. From this table therefore can be gained a general imp

of likely growth in education during the seventies.

tes current and

. : a
Countries have also put forward estimates of the enrolment r. age 351

forecast as percentages of the age groups -concerned.. The :[al?lerg?’i cIi)ed ese
indicates the position for those Community countries which p

forecasts and for the USA and Japan.
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Relative chances of Upper Stratum and
Lower Stratom Youth Studying in a University

Date Upper Stratum  Lower Stratum

Belgium 1962 - 63 7 1
1966 - 67 8 1

France 1959 - 60 84 1
1964 - 65 30 1

Germany 1952 - 53 82 1
1958 - 59 61 1

1961 - 62 58 1

1964 - 65 48 1

Ireland 1961 20 1
Italy 1953 - 54 4 1
1960 - 61 36 1

1964 - 65 34 1

Luxembourg 1964 - 65 65 1
Netherlands 1958 - 59 73 1
1961 - 62 56 1

1964 - 65 45 1

Norway 1964 - 65 7 1

United Kingdom 1961 ~ 62 8 1

Japan 1952 20 : 1

1961 30 T 1

United States 1958 5 ¢ !

for OECD Confe

Extracted from Table D (p 88) m Volume IV of
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Indices of Future Increase in Enrolments

National Forecast and period

Secretariat Calculations
(1965 : 100)

Belgium 125 (1966 — 1980) 110 - 130
(224 - 300)
France 129 (1967 — 1975) 101 - 131
(193 - 287)
Germany — 118 - 147
(205 - 359)
Italy 150 (1966 — 1980) 116 - 180
(156 - 338)
Netherlands 125 (1967 - 1980) 118 - 164
(116 - 206)
Denmark 127 (1968 - 1979) 115 -122
(159 - 169)
Norwa 127 (1968 — 1980) 107 - 130
¢ (208 - 297)
- 137
Ireland 145 (1968 — 1981) 119-1
(172 -277)
- 151
SA 120 (1968 - 1978) 125 -1
v 67 - 270)
i i 189 ~ 179
United Kingdom (139 - 249)
Mol
The table is compiled by extracting figures from Table 6 of Annex IV and Table 18 of Annex 111 of Volume 11 ©
the Conference Documents. I

[
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Enrolment rates around 1968 and 1980
(as percentage of the age group)

S years |14years | 17years | 21years | 24years
USA 1968 88 930) 9003) 3109 1469
Japan 1969 66 | 1000 818 [ 246) —
Norway 1968 - 99 57 18 10
Belgium 1966 100 87 47 13 6
1980 100 98 66 19 1419
Denmark 1968 5 88 49 15 9
1979 36 100 85 22 2
1984 48 100 90 29-34 3
France 1967 99 85 40 10 5
1975 100 100 54 13 7
Ttaly 1966 — 56 27 — -
1980 — 80 43 — -
Netherlands 1967 94 91 35 9 5
1980 99 100 68 20 8
Ireland 1968 7206 81 31 - 700}
1981 786) | 98 60 - 12000
Luxembourg 1967 90 95 2701 9 5

The table 1s compited by extracting figures from Table 8 of Annex IV of Volume IT of the Conference Docu-
ments.

()5 and 6 year olds () 12 to 14 year olds
) M4 and 15 year olds (8) 15 to 17 year olds
(3) 16 and 17 year olds 9) 18 to 21 year olds
4)20 and 21 year olds (10) 20 to 24 year olds
(5)22 to 24 year olds (11} 41 with part-time students

(6) 4 and 5 year olds

From this table emerges a clear indication of the lag which op present inten-
tions appears likely to exist in 1980 in upper secondary and higher educauo.n.
Countries in the Community do not generally appear to expect.to reach in
these fields the ratio of enrolment reached now in the USA and in the upper
secondary case, Japan.

While this analysis has of necessity been made in terms of 'the position and pla'ns
of individual countries there is a clear need for discussion on a Comm‘.mxt;;
basis which will establish reciprocal recognition of degrees and professiona
qualifications.

The achievement of appropriate social goals in educauc'm ‘by 128(_) (le:;z;) (:2
the basis of achieving national obj currenlly.l sz xf ({NP
Tequire an increase of the order of 100 per cent it lhe. propom?nl u1 on
which in the period 1966-67 was being devoted to education. Ca[‘:a:’og'icﬁvci
will therefore be needed, linked to evaluation designed to ensure ]
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are attained by the most effective use of resources dedicated to the purpose.

Such a perspective gives rise to comment on the availability of students,
teachers and facilities (including buildings).

The first question which requires comment is whether society can bear the loss
of productive manpower implied by a higher proportion of the members of
each of a number of age groups being retained in full-time or part-time educa-
tion. However with the accelerating rates of change in industry and in society
a constant rise in the standard of education is a priority which must be ac-
cepted. The losses in direct productive power resulting from longer educational
periods are likely to be more than made up by the benefits—even measured in
higher industrial efficiency alone—which result.

Teachers represent only a small percentage of the labour force—although
they represent a substantial proportion of the gualified professional manpower
in a society. A development of the educational system creates its own increased
supply of teachers—since students are potential teachers. While there may
be need for examining specially the position of teachers in some subjects
where shortages arise there can be no real anxiety that the expansion of educa-
tion will founder through teacher shortage.

So far as building and equipment are concerned, while all appropriate steps
must be taken to see both are used as intensively as possible, by sharing
between institutions and making them available for other public and cultural
use during vacation periods and in the evenings, there is ag?in no need to
suppose that the provision of the buildings and equipr'nent required will put an
impossible burden upon the countries of the Community.

Housing

There is no need to stress the fundamental importance of housing for 221 hall?llc’g
and healthy family life. There is still a chronic shortage of housing and m
available housing is of unsatisfactory standard.

As with so many other desirable elements in a life of gooFi quahtyfhowc(:'ct:lrl nlt
is not easy to define what is ideal, for standards of asplratlor} vary r(l))lzla p-
try to country and continue to rise. In general however t.he aim mustt elling
ply of accommodation sufficient to ensure for _e'a.ch famﬂy.a separa e. reated
of adequate size with full range of internal facilities and with prxvacsy,on
reasonably near the place of work; so locatgd or so served by tran 5 . In
permit social contacts; and at a price which the housgholdgruca ofphnndi-
addition, special requirements of the eld?rly, of unmamedtab eurcsc;ogniscd-
capped persons, of large families and of migrant workers mus

as to

. i ckon
By world standards the population of the countries of the Commumty rc
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generally §peaking as among the best housed; but nevertheless there exist
inadeq which itate a sut ial effort in this field before condi-
tions and the rate of progress can be regarded as acceptable.

The housing stock of individual countries is influenced by a number of fac-
tors, incfuding past history, the demographic pattern and the changes which
have taken place in it, and the distribution of economic activity. The war
years, partly because of destruction and partly because of the interruption of
new building, produced a widespread and acute housing shortage. The effect
of this has been accentuated by a number of post war social factors, notably
the insistent demand for higher standards. All governments in the Community
countries have been obliged to take note of this and to ensure that public
authorities assume a considerable responsibility for assisting 1n a wide variety
of ways to increase and develop the housing stock.

1t is not easy to give a general picture of the housing situation throughout the
Community. For a comprehensive account on a comparable basis the UN
report on Housing Perspectives in Europe (Geneva 1968) had to go back to
last national census figures. These related to the eatly sixties—usually to
1960 or 1961. They showed as between the vatious countries of the Communi-
ty variations from 3.1 to 5.2 in the number of rooms per dwelling; 3 0 to 4.0
in the number of persons per dwelling; 0.62 to 1.14 in the number of persons
per room and 225 to 335 in the number of dwellings per thousand persons.
There was similarly a range between countries in the proportion of houses
with various indoor amenities. The percentage with piped water varied irc_’m
51.0 to 98.4 per cent; with indoor toilets from 39.9 to 91.7 per cent; and with
fixed baths or showers from 23.6 to 77.4 per cent. Without doubt a table
compiled on a basis which isolated figures for particular regions within coun-
tries would have shown a greater range of variation.

The house building effort througt the Ci ity during the post war years
has been considerable, Its continuing scale may be judged from the last three
years for which comparable figures are available.
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Despite the efforts of the post war years however it was possible for the situa-
tion in the European countries to be summed up in 1970 as follows-

Even in countries where the interplay of the instruments of the private capital
market and government policy, selective credit controls and/or direct regulation
of the building market resulted in a rather positive development as in the
Netherlands, Norway and Sweden, the achievements were not sufficient to
cover the needs, especially if urban renewal is taken into account. This was
even less the case in most other countries.?

It is not easy to assess the current need. The UN European Housing Report
makes some calculations—which appear to be on a cautious and conservative
basis. A table in this report (C. 6)—somewhat simphfied—sets out the average
annual housebuilding rate that would have to be achieved between the be-
ginning of 1966 and the end of the period of esnmate if both the estimated
dwelling shortages and tentative future normative housing requirements were
fully included in the house construction programme.

| RV ..

. - . 1 -
Period of estimate 1 -

600 wahsbitants 0005 0008

Belgium 1965 - 1984 62- 79 5.3 62- 80
Denmark 1961 - 1980 54~ 88 7.6 47- 9.2
France 1962 — 1980 8.7-10.6 7.3 9.0-11.3
TIreland 1962 - 1971 46 2.9 56
Germany 1968 - 1975 8.0 10.2 8.0
Netherlands 1965 - 1979 9.1 11 9.1
United Kingdom 1966 - 1970 17.0 6.3 170
(GB only)

Such a table might appear at first sight reassuring. It must however be borne
in mind that the estimates of future housing need leave out of account some
important factors, They include the demand arising from demographic ror'ecasts
and from the need to replace dwellings which are either no longer fit for
human habitation (by the standards of the country in question) or likely to

be demol b of future ic or social needs; but they do not
appear to take of the continuing d d for higher housing standards.
$ From summary and 1 of paper Some and trends in housing In selected European

coumries and USA prepared for EEC housiag, building end planning Commuttoe (HPP-HOU-42) November
1971,
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A further indication of the future need may

be gained from the following

table.!
Stock of % % House
dwellings [  built built building
’000s before before programme
1914 1945 Council in middle
term (*000s
annually)
Belgium 3493 47 71 400000 dwellings regard- 60
(1968) ed as slums to be demol-
ished. 600000 require
modernisation.
France 18 256 47 72 7.5 m dwellings fall below 510
(1968) clementary standards of
modern comfort,
Germany 20 596 33 50 7 m dwellings need to be 500
(1968) replaced or modernised.
Italy 16 822 — 54 Several million dwellings 460
(1969) need to be modernised.] (estimatc)
Luxembourg 106 — 60 — 2
(1968)
Netherlands 3 687 28 54 350 000 dwellings regard-] 125/130
(1969) ed as slums. 250000
require improvement.
United 18 488 approx. 2 m dwellings categorised| 355-380
Kingdom 35England as slums; )
(1969) 46 Wales 2 m more lack essentials
such as bathrooms and
indoor toilets.

Source: From Table of Preliminary Guidelines for a Community Social Programme; United Kingdom figu

added from U.K. sources.

res

This suggests that of a total housing stock of just over 80 million some 25
million must be regarded as in need of improvement or replacement.
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This may be set beside the housing target announced for the United States in
1968—the construction of 26 million dwellings over a 10 year period. This
target was equivalent to a 40 per cent increase in the housing stock taking
account of demolitions during the period in question. It was recognised too
that to meet this target would require a much more substantial degree of
public financial aid than had previously been available.

Perhaps in all the best guide is to take account of the observations about the
future included in the UN Survey (which of course embraced a wider range of
countries than the Community).

“It has emerged from the findings of the study that no country has yet
attained a standard of housing which it could regard as sufficient or satisfac-
tory. Moreover practically no country has achieved a house building rate in the
recent past which would be high enough, or at least relatively near to that
which would be desirable, to meet estimated future normative housing require-
ments and to eliminate dwelling shortages over the period of estimate (i.e.
normally by 1980). ..

These stark facts make it strikingly clear that the existing housing problems
cannot be easily solved during one or two decades, and that as soon as housing
requirements estimated at present have been met, other and new housing
needs will emerge. The main concern in any country should be, given its
particular cir to raise housing standards for all groups of the
population as high and as quickly as possible .. .”

In recent years there has come to be increasing recognition of the part which
the modernisation and improvement of existing dwellings can play in efforts to
raise standards of housing. In the United Kingdom for example the 1969
Housing Act greatly increased the grants which may be paid to enable owners
of houses which are basically sound but which lack some of the essential
amenities 1o install such amenities and bring the houses up 1o a good standard.

Similarly the EEC launched in June 1970 an experimental two-year project to
rehabilitate old houses as part of the programme for improving housing of
ECSC workers. It was pointed out that a programme on these lines woulc} have
housing effects similar to new building since it would raise the.propoftxon .of
the population who have satisfactory living conditions. The nmme.dmte in-
tention was to mount in each country concerned two or three operations each
covering about one hundred houses. Radical improvements would be mad? in
order so seek new technical methods of doing such work based on the applica-
tion to house improvements of rationalised and industrial methods.

If the experiment proves a success the methods devised will obviously be of
wide application.
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Two other major considerations must be borne in mind in any discussion of
programmes—particularly of new construction. The first is that of cost to the
house occupicr; the second the relationship between housing and environmental
planning.

It has been a widespread experience, at any rate in developed countries, that a
measure of subsidy is necessary to ensure even moderate standards. The forms
of subsidy arc very diverse; they include direct payments from national or
local tax resources to enable houses to be let below the cost of building and
maintaining them; capital for Louse building made available at artificially low
rates of interest cither to individual house purchasers or to public authorities
which provide houses for rent; disregard for income tax purposes of income
devoted to paying interest charges on house purchase; and so forth. Indeed it is
asserted that in a large number of countries 80-90 per cent of new construc-
tion attracts direct or indirect public aid.® The figure given above of houses
built during 1967-1969 show that taking the EEC countries as a whole, almost
50 per cent of the houses built in each year were subsidised.

Rising standards of housing, rising interest rates and rising cost of land ha've
made the situation more difficult. During the sixties a number of countries
relaxed the controls upon rent levels which previously existed—although
generally speaking the relaxation of rent control has been accompanied by new
measures of assistance to poorer tenants. But, even with the various measures
indicated above, adequate housing absorbs so high a proportion of the ex-
penditure of many low income families as to constitute a severe burfk?n-
Some substantial subsidisation of housing from the funds of public authorities
—whatever form it may take—is likely to continue for as far ahead as can be

foreseen.

Further a home provides for a family not merely shelter. It must be provided
with services and must form part of a community in which children can be
educated, employment for the family wage-earners can be found anfl all tl.1e
other apparatus of social life is available. Thus housing must be c.onsx_dered 11;
relation to town planning and control of land use. This raises wide issues O
improvement of the environment.

Comprehensive Social Provision

The items listed so far do not exhaust the requirements of social provxstlogé
One additional field for example is that of the prevention and treatmen o
crime. This subject has connections with education, health and welfargi;ta-
vices; it raises issues of prevention, law enforcement, custody and re%ha ) ice
tion; and it involves directly the maintenance of a whole range o1 P ’

9 ICFTU.-IFBWW study: The housing situation of low income groups 1970.
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prison and probation services, and of institutions for the handling of the in-
adequate, the delinquent and the criminal. A society is distinguished by the
services which it needs and provides for those who deviate from its norms of
honesty and peaceful relationships with others; to find ways to ensure that a
child, adolescent or adult shall be rehabulitated rather than confirmed in a life
of crime constitutes a clear gain in human fulfilment, as well as a saving of
the cost which society will otherwise inevitably incur. A comprehensive and
forward looking programme is likely to involve the rebuilding of many prisons
and other custodial institutions, the development of new methods and higher
standards of selection and training of staff.

Equally there would be scope for examining the future needs of the peoples of
the Community i the fields of recreation and leisure Such an examination
would rase issues of the future pattern of work and incomes, transport devel-
opments and the preservation of leisure and recreational areas,

However, what has already been set out in respect of health, social security,
housing and education gives a broad indication of the scope for advance in
social provision and indeed the necessity for such an advance on a wide front.
Yet it is clearly difficult to assess the needs or chart the future with precision.
In housing for example the standards sought constantly rise, in health and
education there 15 vast scope for further action—but room for genuine dif-
ferences of judgment about priorities and about the most effective methods of
achieving commonly accepted aims.

In all the major fields the assessment of future requirements which have been

pted have been inf d to varying extent by the power which individ-
uals have. This is true even where a substantial assistance—through public
expenditure or mutual organisations—is provided. Once a service is available
more cheaply—or even free—needs which have not hitherto been expressed
are likely to make themselves known.

The principle for which we must strive is that provision—n education, health,
social welfare, and housing—must 1ncreasingly be made on the basis of human
needs, the recognition of individual dignity and the entitlement of each man or
woman to achieve his or her full potential. Such principles imply, for example,
a greater acceptance of equality of education; a standard of housin.g accom-
modation required for human dignity below which no family or individual
shall fall; and health, welfare and social security systems which embrace all on
the basis of right rather than of ability to pay, contribution qualification, or
eligibility for some particular insurance scheme. ‘The acceptance Pf such gen-
eral aims will lead over a period to harmonization of social provision through-
out the Community.

In effecting social progress no country can stand still until others have in a
particular respect caught up with it; so that the concept of European stan-
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dards, bringing all up to the level of that which in a particular field is regard-
ed as the best, is not a useful guide to immediate action. There is in many
cases at present room for debate about which standard is the best,

In education, housing and health there is therefore need for the greatest inter-
change of experience and of ideas, and for each country, according to its own
prioritics and problems, to increase the proportion of its effort directed to
social improvement. The promotion of common recognition of qualifications
and the organisation where appropriate of joint initiatives between two or
more countrics can contribute to this. From such exchanges will develop a
tendency to harmonization of practice and standards upon the basis of the best.
The Community institutions can play a coordinating role. In social security
schemes the progress towards harmonization may well have to be more rapid
and the role of the Community institutions more positive.

While a definition of precisc aims covering the whole Community may be im-
possible at any rate at present, there can be no doubt of the needs for accelera-
tion of the pace of social advance. The contrast between mankind’s achieve-
ments in such ficlds as space travel and the failure to meet human requirements
in many mundane respects has become so sharp as to make delay more and
more difficult to bear. Men and women will no longer accept the old inequali-
tics and inadequacies.

Economic infrastructure and protection of the environment

In addition to social provision there are two further sets of communal require-
ments which in general the market has proved unable to meet. Thgse are the
elements in the economic infrastructure~—among them transport services, com-
munications and some sources of energy—and the elements of a satisfactory
environment—such as fresh water, pure air, freedom from noise anc'l co:}ges-
tion. Both these sets of communal requirements must be met if society I8 to
develop in a balanced and healthy way.

The importance of the transport services for European integ}'atlon I;asi:f:e:
recognised since the foundation of the EEC; but progress in de‘{e os;ecges-
coordinated system has been less rapid than was hpped. It 1s.becom1.ng T nt
sary to consider this subject on a wider basis; since a series of thgnsport
technological possibilities will influence the ways in which Eyro‘?eanh rv D
services develop. What is the scope of advanced passenger trams: of (;E opc”
and hover-trains? of a vertical and short take-off aircraft system for 'u;tions
What moreover are the likely effects of developments in teleco?mmum;lmple
and computers upon the future transport requirements of E}xrope. Foar; e
do such developments presage such fundame:ntal _chagges in, for texeeupa ,c o
organisation of a large office or in the felauonshxps in space b% lv:m ! o
troller and the operations he is controlling as to affect the pro
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muter traffic in large cities? Again, what are the future requirements of
Europe likely to be in respect of tel ications services tt ?

At any rate, it appears that in the economic infrastructure we are concerned
with a class of communal requirement where central planning and decision are
likely to be required more urgently than in the field of social provision. The
sums of money required for research and development will be very large;
decisions in respect of the various aspects of communications can hardly be
taken in isolation from one another. The concentration of population and
transport facilities in Western Europe is so great that it would be virtually
impossible for the countries to take their decisions upon future ication
issues separately.

The problem of the protection of the environment has come more recently
and more rapidly to the centre of public attention. Pollution of water and air,
together with excessive noise, congestion and strain, have come to be recognised
as undesirable of rapid ic growth. Already the outlines

of a policy have been set out 1n the first C ion of the C

on the Community’s Policy for the Environment. A coordinated effort of great
dimensions will be needed partly because of the size of the problem, partly
because many of the problems of the environment of their nature involve the
disregard of national frontiers, and partly because the requirements upon
industry to apply standards which ensure non-polluting products will not be
imposed speedily and effectively at a national level if they seem likely to put
the manufacturers of the country concerned at a relative disadvantage. Hence
it is clear that in this sphere the instructions of the Community will play a
substantial part,

Space does not allow the requirements of the economic infrastructure or

i 1 p ion to be di 4 at length especially in view of the
degree to which they are covered in other papers; but n a consideration of
communal requirements the problems to which they give rise must be borne
in mind along with those raised by the needs of expanded social provision.

The implications for industry

An examination of the main fields of communal requirement involves the ncc.d
for the maintenance and indeed the acceleration of industrial growth. This
renders more possible both the diversion of a greater share (':f real_ Tesources to
education, health, housing and social welfare and progress in redxsmbuufn.\ of
spendable income. It must however be growt._h conforming to new conditions
~—especially in respect of avoidance of pollution of the environment and con-
sistent with regional development—and directed to new ends.

The allocation of resources of manpower, capital and managerial skill between
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various purposes is constantly changing. It is not possible save in the most
general way to indicate how the size of various industries may be expected to
change in the next ten years, given policies pursued throughout the Communi-
ty which emphasise greater social provision and more attention to the improve-
ment of the economic infrastructure and of the environment, Redistribution of
income will mean expansion of industries producing consumer goods—food-
stuffs, clothing, furniture and domestic equipment; larger programmes of school
building and house building (and renewal) together with extended hospital and
health centre provision may tend to change the emphasis in the building
industry from industrial and commercial construction; an expansion of health,
educational and welfare services will necessitate the training of a higher propor-
tion of teachers, doctors and medical and social auxiliary workers. These how-
ever are no more than obvious trends which can at present be indicated in the
broadest way and which are likely to be manifest at the national rather than
the Community level.

One key—if not the key—to changes in the rate and direction of economic
growth is to be found in technological advance; and it is by new directions .for
technological advance that a programme of emphasis on communal require-
ments is likely to be assisted.

At present however there is a scepticism about technology as profo_und as the
scepticism about growth. As with growth the criticism should be directed not
against technology but rather against the way in which it has been used.

Much research and development is of course privately and not publ.icly fi-
nanced. Indeed company financed research and development has consistently
grown because it can contribute to economic success. When all 'research a.ng
development, however financed, is taken into account the predominance whfc

is now being assumed by spending on purposes other than defence and prestige

can be seen.

During the fifties and early sixties much of the .emphasis in .techr;f)logi:ceﬁ
progress—particularly as measured by the expenditure on pu_bhcly ma['lects
research and development—was, in almost all advanced couptrles, on proj ;
which contributed little to meeting human needs; the empha51§ was on defen% é
space and nuclear projects. By the end of the sixties however it pad comte lt(:1 o
put to a greater extent on economic, agricultural, welfare, environmenta

similar purposes.

The shaping of industrial development which social considerations require will

. . op-
be assisted by continuing the change in emphasis of Research and Dt:i‘;i gf
ment towards satisfaction of genuine consumer needs and the promo

h
welfare, safety and environmental improvement. To some.d_egree th.e lllerslear;y
and Development effort in private industry—as exemplified particu adsj./ o
the work of Research Associations—already takes account of these needs;

not yet to a sufficient degree.
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P ge of Gross Nati Expenditure on
Research and Develop by Main Objectives (1967)

National Security Economic Public Other
and Prestige Development Welfare
Belgium 5 68 11 16
France 41 43 5 n
Germany 21 62 7 10
Italy 16 60 10 13
Netherlands 4 70 10 15
UK 30 56 5 9
Denmark 8 59 17 16
Ireland — 84 5 1
Norway 1 58 12 19
USA 55 32 6 7

Figures extracted from table in paper The Goals of Research and Development in the 1970s (published by
Science Policy Unit of Unmiversity of Sussex 1971) based on OECD Statistics 1971

It 15 unlikely that the change in emphasis will be effected by normal market
forces. The interests of consumers are generally too weakly organised for ths;
and indeed in a number of cases, as already indicated, there is not yet nor is
there likely to be a sufficiently clear consumer demand expressed through the
normal forces of the market. The change of emphasis in industrial development
and growth which a programme of meeting communal needs necessitates will
depend on the use of collective regulation and initiative. Methods of public
procurement will have to be used to further the direction of Research and

1op towards proj pecially addressed to the needs of lower in-
come groups and to other social aims. Similarly positive public action by the
planning of Research and Development contracts will be necessary to secure
increasing attention to problems of communal needs. In some cases this will
involve national action; but in other fields close technological cooperation on 2
Community basis—which has so far made relatively little progress—will be
required,

To these subjects the proposals for the creation of Community Indus.trial
Development Contracts are very relevant. Such contracts are not a substitute
for the efforts of industrialists or of separate Member States. They can, how-
ever, as at present envisaged, serve one of two purposes. 'I:he first is lhn.t of
providing development with the aim of raising efficiency in industry—particu-
larly in the sense of industrial cooperation and integration between the coun-
tries of the Community—and facilitating its adaptation to the social aims of
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economic development; the second that of promoting development proje
related to goods or equipment which will meet a public need—defined

Community level—but which are not produced in response to market forc
alone, 10

Elements in a Social Strategy

The foregoing sections suggest that to assist the achievement of the objectiv
quoted from the Third Medium Term Programme will require a willingness

change attitudes, adopt new policies and modify institutions. It will require
new consciousness of the intimate ways in which social and industrial poli
continuously interact. It will require not only the maintenance, even fl
acceleration, of economic growth, but also a radical change in the ways

which the results of that economic growth are put to use.

(1) The accepted objectives in the major fields of social policy—educatio
health, housing, welfare, social security and distribution of income—need |
be reviewed (even where the objectives are at present implied rather tha
explicit ones) so that an assessment may be made of how far the progre
envisaged over the next ten years is adequate. Such a reassessment must en
brace not only an examination of how far the resources which are at preser
explicitly or implicitly earmarked for these purposes are adequate or should t
larger, but also an examination of the principles on which these resources ai
to be used. Thus in education, to take an example, it is not merely a questio
of asking whether the expected rate of enrolment in 1980 is large enough bl'
also whether within the programme of educational expansion enough emphas
is put on the diminution of present inequalities of opportunity.

(2) The objective must be a clear one—that in framing future policies th
emphasis be put not on growth for its own sake, nor on the en.hancement 0
prestige, but on the creation of a society which is genuinely des.xg.ned to cate
for individual human needs and to give the fullest scope for individual huma
development.

(3) Some of the work of reassessment must be done in‘indust'ry. itself. I(-IIGY‘*
the most important steps are the encouragement of a higher hvmg stank'c_lr
for workers and of greater influence by them on the cc.mt.rol of their wor ;nf!
lives. A striking feature of advanced industrialised socxeufas over the last t;1 :
teen to twenty years, no less than of the developing societies, has been i
“revolution of rising expectations”. Men and women are constantly remin A
of the advances of science and technology; they are subjected more §Y51t:rls'
atically than ever before to sophisticated advertisement pressure-—particu

i {s 15.10
10 See Memorandum on the Creation of Community Industrial Development Contracts, EEC Brussels

1971.
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in those countries which have cial radio and televisk designed to
encourage them to acquire a wider and wider range of goods. It is hardly sur-
prising therefore that they should expect to see science and technology making
possible a standard of living which improves in real terms year by year.

(4) In order that this desire may be articulated and constructively expressed
all practical steps should be taken to encourage the develapment of trade unions
and thewr recognition by employers. The primary drive in this direction must
of course come from the trade unions themselves. Since the most satisfactory
way of ducting industrial rel 1s on the basis of collective bargaining
between employers on the one hand and strong representative trade unions on
the other, trade union organisation should be facilitated and employers en-
couraged to accord recognition Unions should also be ensured a more sub-
stantial position vis-i-vis the formal European institutions and in appropriate
ways the principle accepted that workers should have through therr unions a
place in industrial affairs which assures them an effective influence on the
whole range of matters with which industry is concerned.

(5) In the field of social policy a greater emphasis should be placed on the
involvement of the public in all matters of concern to them—consideration of
plans for the development of particular areas; admintstration of haspitals and
other health institutions; participation by parents and teachers in the reshap-
ing of education; and so on.

(6) The social purpose of industry will be strengthened if more attention is
given to protection of the consumer; not only by legislation and inspection
where that is necessary, but by the encourag of organisations of con-
sumers who may establish or control facilities for the testing and evaluation of
consumer products.

(7) A profound influence can be exerted on industry am‘! s'ociety b.y the
change of emphasis of research and devel The US ¢ on in the
early sixties that it would before the seventies place 2 man on the moon caught
public imagination and provided the spur for an immense programme of re-
search and technological application. There is much to be said for a Com-
munity commitment to a series of equally bold declarations about goals to be
achieved by given dates in the future. Such goals howeVer'n}ust be ones ml:'ch
more clearly related to human needs or 1o envir impr

signed, for example, to achieve a given housmg target througholut the Com-
munity or to free all its waterways of poll Such h:;)\;e
dangers since they may divert effort and resources from other equally valuable
purposes; but a balanced programme of such declared social and env'lronmen(al
goals, always provided that their human purpose was clear, could give a focus
to technological and social aspirations.

(8) As a counterpart to such a declaration of goals there would be equal
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advantage in establishing at Community level an institution—as recommended
in the OECD Report “Science, Growth and Society”—which “would be respon-
sible for anticipating the likely effects, threatening or beneficial, of techno-
logical initiatives and developments™.

(9 There are gaps in social policy and administration which could be
identified and filled. In respect of sickness, unemployment and pensions.
events may force a greater degree of simplification and uniformity to reduce
the complexity of accounting. Attention needs to be given both to the possibili-
ty of provision being comprehensive, covering all inhabitants of the Community
and filling any gaps in coverage; and to the degree to which the financing of
such schemes by a greater contribution from general taxation. along with the
contribution income from employers and employees, can have a valusble
redistribution effect.

(10) In education, health and housing professional qualifications need to be
harmonised. The maximum exchange of information between countries of fhe
Community can lead to better definition of aims in these fields of social pphcy
and evolution of the best methods of achieving them. This can lay the b:fsm for
general advance and progressive harmonisation. The appropriate in§titut10§ls of
the Community can play initially a coordinating role but will increasinglv
themselves stimulate improvement.

(11) Special importance attaches to educational advance and the cgncept Ef
lifelong education. This relates also to the need to ensure adequate industrial
progra;nmes of training—and of retraining as the needs of mdustn change.
The success of programmes of vocational and general education in adult liie
will substantially depend on industry recognising the need to cooperate I
releasing and reabsorbing men and women in accordance with such pre-
grammes.

(12) The industrial policy will require institutions of ‘the‘ Cqmmumt}; g:iii
powers of supervision and initiative. The form .of these msnt.\mons——_—anu\_&;ﬁ_
far those already existing can be adapted for ﬂ:us pl%rpose——mll reqmrig.d -
nation. It will, however. be essential for such institutions to have the confidens
of and involve the participation of the social partners.

tv Social

Chapter IV of the document Preliminary Guidelines for a Commumn olicy

Policy Programme discusses the scope for the implementatlo.n of. s_u;h ;n P
through the institutions of the Community and the ways in whic ':rin'-:s
resou;ces can be made available. It also sets out a programme Of,, J{:rg;t o
which provide a basis for discussion and decision. Imm_edmte stefs fC\the E’om-
determined in the context of action to draw~up a ﬁocml. Budge Ocociaj P
munity and to formulate as speedily as possible 2 “medium term $

cast” at Community level.
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So far as other priorities set out in the document are concerned greater em-
phasis might well be given to the following points:

@)

(b,

<

©
@

(e,

<

®)

the importance of regional planning and of full employment policies as a
means of ensuring the spread of employment opportunities and the min-
imisation of such movement of workers as may have detrimental personal
or family consequences;

the achievement of higher real wage standards and better working con-
ditions (together with the identification of areas of low pay and poor
working ditions) by the of collective bargaining over a
wide range of subjects;

in connection with improvement of health and safety standards a con-
sideration of the effects of work of a repetitive and monotonous character;
improvement not only of working conditions and relative remuneration
of women but study of the ways in which their opportunities, particularly
in the field of education should be widened

measures for promoting the ntegration of handicapped people 1nto active
life, to be seen not merely in terms of possible employment—important
though that is—but also in terms of the most rewarding human contacts
and constructive community care for all categories of handicapped and
disabled;

steps to identify groups and areas where for any reasons the provision of
health care, educational facilities and social security arrangements fall
below the general standard;

ation of the possibl of goals in the field of social
and human improvement for which dates might be fixed so that the em-
phasis of technological advance and social inistration on the

of human needs can be the more clearly seen,
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THE CHANGING COLLECTIVE AND INDIVIDUAL
NEEDS OF EUROPEAN SOCIETY (*)

G. RUFFOLO

Economic growth and the quality of life

1. One of the most distinguished casualties of May 1968 was undoubtedly the
GNP (gross national product).! This idol of economic success, which was
burned in the squares of Paris, has since been rehabilitated as far as possible,
but it is no longer the same. Faith in the fallen god has been shaken. The opti-
mistic belief in economic growth which has marked the last twenty years, is
now giving way to equally uncritical and mystical pessimism.

In twenty years, national product per capita has doubled in the countries of
the European Economic Community. If the quantity of goods produced were 2
true indicator of social well-being, we should now be living in a Europe twice
as prosperous and twice as happy.

This is not so. European industrial society, shaped by twenty years of eco-
nomic progress is incomparably more affluent than the society which emerged
in confusion from the ruins of the war; but it is no longer human or rewarding.

2. The economic progress of Western Europe has been enormous iI.l many
respects. For twenty years the EEC countries have maintained som?thmg }1ke
a 5% growth rate in their national product; in comparison, the Umtfad King-
dom’s figure of 3 %, which wouid have seemed miraculous during the 1'nter-w§r
years, is almost shameful. Almost full employment has been achieved 11;
virtually every country. The real income of workers has increased by an an.n'ua.
average of around 7 %. There has also been a considerable measure of stability:
the general level of prices has risen on average by about 3.5 % per annum.
There have however been steeper increases over the last few years.

From the economic standpoint, the last twenty years have been 2a golden ageé
for the Continent.

Between 1968 and 1970, however, the spectres of a forgotten past have re-

appeared on the horizon. They include inflation, the inter}]ati.onal _monetelllr,)sf
crisis, and the upsurge of social unrest. A feeling of malaise is disturbing me

(*) Transiated from the Italian
11 prefer to use the English initials. Every religion has its own jargon.
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consciences and is casting doubts on the experts’ optimistic forecasts for the
next ten years which are presented as a mirror image of the last decade.?

The econometricians are therefore neither worried nor wildly optimistic. Not
so the man in the street who is beginning to wonder what these indices and
figures really mean.

At the end of last year,® the Economist published a semi-serious table. The
chief countries of the world were ranked in a single list based on twelve social
indicators, which were either “positive” (e.g. the percentage of seventeen-
year-olds still at school) or “negative” (e.g. the percentage of road deaths).

Among European countries, the United Kingdom had the highest social rating
(-+38) but the lowest economic performance (0); at the other end of the scale,
Italy had the highest economic rating (4 7) but the lowest social performance
(—15).

It goes without saying that these figures are arbitrary and misleading (par-
ticularly in this semi-serious form of generalisation), I shall return to this point
later in my paper. At the same time, it cannot be disputed that the national
accounts are becoming an increasingly unreliable indicator of prosperity and
even more so of happiness While Pigou’s “law” that general well-being in-
creases with economic prosperity could reasonably be accepted in times of
general economic searcity, this proposition becomes increasingly doubtful
when, as more goods are produced, more of other kinds have to be made to
remedy the damage caused by the first, and the process continues in a sequence
which seriously threatens the sources of human life and the mental stability of
all mankind.

3. In short, the outward signs of economic well-bemng are increasingly offset
by signs of social 1lls.

1t is quite useless to ask whether the ills of our society are greater or less than
those of the African races, who are not exposed to pollution, or of the country-
dwellers of the 18th century, who were not 2 prey to mental illness.

Every society has its own special troubles No weighted index _has yet been
invented which can measure them in absolute terms, In every society there are
those who regard such evils as the necessary and even acceptable cost! of the
attendant, overriding and inherent advantages (Paradise or the qNP), on the
other hand there are those who seek to reduce and combat these evils.

2 Recent OECD forecasts anticipate mcreases of § 27 for the ‘small’ Community, 3 2% for the United Kiogdom,

4.2% for the Umted States but 10% for Japaa.

125 December 1971

4 In this connection, see the ‘open enthusiasm’ for the happy eo
1 La speranza progetiuale, Tunia, 1970, po. 114 et seq.

nfusion of Las Vegas, attacked by Maldonado
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All the ills of modern industrial society can be traced to a single comme
factor—uncontrollable development. Industrial society has achieved the i
credible tour de force of continuously increasing the technical and econom

resources at its disposal. It has not yet succeeded in planning this growt
deliberately or rationally.

The evidence of this shortcoming is now obvious in the Western Europe of th
seventies.

4. First and foremost, Europe seems to be incapable of spreading economi
growth evenly over its various regions and of narrowing the gap between th
different levels of society.

Over the last twenty years of economic growth, the inequalities between th
different regions of Europe have unquestionably increased. Despite the effort
made particularly in Italy and the United Kingdom to help Southern Italy, an
Northern Ireland and Scotland respectively, these peripheral regions are sti
depressed. To a lesser extent, all the areas to the west, east and south of th
“golden quadrilateral” bounded by Milan, Paris, the Midlands and the Ruh
have lost and are still losing economic importance to these high-pressure area
There is still a large dose of unhealthy laissez-faire in the location of economi
activity.

It is-obvious that, so long as firms are completely free in the matter of loc?
tion, the tendency to concentrate will become even stronger and the economi
and social imbalances between the various regions of the Continent will be
come worse.

As regards incomes, it would seem that the trend towards a fairer distributiol
which marked the period from 1920 to about 1950, was halted shortly after
wards. 6

In a world where all incomes are rising, everyone has higher aspirz}tions an
social differences become more and more frustrating. This situation 18 perhag
less immediately explosive than a sharp division between a few well-to-e:
and masses of poor; but there is more “creeping” social jealousy, encoutltgo
by the continuous stimulus of advertisements and the powerful examp
ostentatious consumption.

i is nov
The final consequence is that poverty, which has cease.d to be general,elrsV : A
concentrating in intractable social areas, many of which are the pres
foreigners and immigrants.

iti i ow, 1972
s See 3. Pinder. Economic Growth, Social Justice and Political Reform in AA. vv. Europe tomorsow,

6 I, Tinbergen, Population, ibid. page 74.
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It would seem that the richest societies cannot do without these ghettoes where
the rejects of prospenty accumulate,

5. Huge city growth is another manifestation of the entropy and of the high
degree of disorder and disorganisation which accompany uncontrolled develop-
ment.

No matter how this phenomenon 15 plotted on the map of Europe (golden
quadrilateral, Lotharingian axis), North-West Europe is unquestionably be-
coming a densely-populated “strong” area, with a marked tendency towards
faster city growth,

The conurbations of the Midlands and South-East in England, round Paris in
France, in Rhineland-Westphalia and along the Rhine in Germany, in Switzer-
land and in North-West Italy form a potential European megalopolis, with a
population which has already reached about 150 million, This very-densely
populated area (about 460 persons per square km already) forms the most
powerful magnet to both population and economic resources in Europe. If its
power of attraction is not reduced, the European megalopolis of the future
will be the undoubted equal of similar concentrations in Japan and along the
north-east seaboard of the United States,?

It is estimated that 30% of the population of the European Economic Com-
munity 1s to-day concentrated in 9 % of its area

If the present trend continues, this figure is likely to rise to 40% by 1990,
Quite apart from the gradual decay of population and of economic growth in
the areas outside the “megalopolis”, to which reference has already been made,
this would mean increasing congestion and a decline mn the quality of urban
life inside the metropolitan area.

On any objective view, living conditions 1n our cities are being increasingly
dominated by the workings of an absurd fate. The facts, for example, that
streets are being increasingly used to park vehicles msteaq of a means of
speedy and comfortable transport, that the cost of such parking 1s rising con-
tinuously (it has been estimated that the capital ou‘llay for each ?arkmg space
is about 70 million lire) and that, despite all this, motor velycle sales are
still rising rapidly, are symptomatic of how the public are losing control of
their cities.

6. There is an even greater danger of men losing control over their environ-
ment. The “snare of entropy” as Kenneth Boulding calls it, is perhaps less

7 See Vers “megalopols® eropéenne?n D P No. 43(11-71) .
See also (:“;tE',;‘riv:::;i ‘rau:e 1985-2000 - Urbanisation May 1971,20d Phlipponcaux® The environment in

Europe to-morrow’ op ot
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apparent in I-Europe, which now depends on the other continents for most of
1ts raw materials. But the trapdoor of pollution is already open.

The broad stream of history down the centre of Lorraine has already trans-
formed the gold of its legends into mud. The same threat hangs over the
Mediterranean coast. The still green forests of the North menaced by the
spread of the urban fungus. What is more, vast areas which are abandoned by
an over-hasty agricultural industry, are invaded every weekend by people

from the cities, who are trying to get away and leave behind them the fumes,
dirt and din of the city.

There are, of course, some people who laugh at those who talk of ecological
disaster and say that this is a new form of milennary pessimism as the year
2000 draws near. Or that it is the aristocracy again expressing its contempt
for mass democracy.

In other words, the battle for the environment, as for the nuclear threat—which
is now out of fashion—is between hawks and doves.

One side argues that progress must have its way; the other forms pressure
groups and calls for bans.

But organised planning of environmental resources, laying down the terms of
a balanced solution, is still in its infancy.

7. The lack of balance in the economy, the location of industry, city growth
and the environment is closely linked with the fundamental political imba'lance
of industrial society, whose institutions are incapable of meeting its desire 0
participate. This is the real nub of our social ills.

Economic growth has itself created the demand to participate through the
unprecedented mobilisation of social forces; of young people, em‘o}lfad for mass
education, of women, now semi-emancipated from the home, of citizens, ﬂungf
together in huge urban concentrations, of workers, exposed _t9 the stresses 0
continuously-changing processes and the uncertainties of mobility.

It is only a half-truth to interpret this demand for participation as 2 dem_an‘a1
for social services. This is only a partial statement of the 1ssue..There 1Ses
danger of presenting the problem as one of reallocating ecc?nomlc resou);icch
between private consumption and the satisfaction of collective needs (“;ures
can be solved by raising taxes for example) and not as a problem of stru¢ P
and the distribution of power in the community. This brings me to the hear

my subject.
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The growth of social expendifure

8. Galbraith’s ideas are well known, He argues that in a situation where
economic resources are relatively abundant, we continute to live as 1n conditions
of scarcity, and give the production of goods and services for the market—for
the satisfaction of our personal needs—a priority which they have lost, now
that everyone lives above the subsistence level; we ignore our higher needs,
predominantly of a collective nature, which cannot be satisfied by goods
produced for sale but only by social services organised by the State. The
result is the paradox of public squalor in the midst of private affluence, and
this affluence is the more illusory the more it is based on the invention of
non-existent needs and useless frivolities.

This happens because, in our market economy, goods which can be sold to the
public have a strategic advantage, since their market price automatically pro-
vides the income which “commands labour, capital and raw materials for pro-
duction”.$

Failing outside intervention, private production can therefore monopolise all
the market’s available resources. To prevent this from happening and to make
some of these resources available for public services, laws have to be passed
and institutions independent of the production process have to be set up.
In other words, the market is the rule and State intervention is the exception,

In these circumstances, the supply of public services cannot compete with the
supply of private goods and services. A “Social imbalance” is created between
the number of cars produced and the space available for them, between tourist
services and road safety and so on. The imbalance is aggravated by the fact
that the coefficients linking private consumption and public services are tend-
ing to rise.

Galbraith’s problem is to build into the system some kind of _mach}nery to
restore structural bal for ple, “a system which will auto-
matically make a percentage of increased earnings available to the authorities
for public use”.

But is the problem of social ills in an affluent society .really a manef of in.
creasing taxation to meet the demand for goods and services fo'r collective use;
or in other words of increasing social expenditure to !&e?t ‘S‘OCxal dem:md'l‘ Or
does it depend on the logically preliminary, and p y more ¥
problem of creating social demand?

P
Before to answer this question, we must first ¢ the r atior p bet:
the growth of social expenditure and of the gross nationat product.

# 1. Galbraith, The Affluent Soclety, 1958 pago 320.
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9. Figures taken from a study made by the Centro Studi ¢ Piani Economic
(Economic Rescarch and Planning Centre) on the trend of social expenditure
in a number of industrialised countries will be found in the appendix.

Some of the terms used require a brief explanation, Public investment means
gross fixed capital formation as normally used in Government accounts,
Public consumption is also the concept used in the national accounts. How-
ever, while housing is reckoned as a public service, both because public man-
agement and financing of housing are increasing in many countries and be-
causc of the purpose of the service, a new aggregate has been introduced; in
the classification used for the Italian cconomic plan it is defined as the social
uscs of income.

The concept of public interest will, however, have to be further expanded to
allow for current appropriations of income for social purposes (contributions
to health scrvices, insurance payments, etc.) with the inclusion of such trans-
fers, we arrive at the concept of social expenditure. This gives an idea of the
overall resources mobilised in a particular country to meet predominantly
social neceds. as distinct from individual requirements or directly productive
investments. Incidentally, under the heading of “social expenditure"’, the
distinction between consumption and investment Joses much of its significance.

The figures in the appendix clearly show that from 1959 to 1969.social ex-
penditure tended to rise faster than the gross national product in .vxrtually all
the countries studied, the share of social expenditure in national income rose
from 32 to 43 % in the Netherlands, 31 to 41% in Sweden, 34 to 39% in
France, 34 to 38 in West Germany, 31 to 38% in Italy, 30 to 36% in
Belgium, 27 to 35 % in Norway, 31 to 34% in the United States, 27 to 32%
in the United Kingdom and 24 to 29 % in Denmark. In Japan only, the figure
remained practically unchanged at around 22 %.

The tendency of social expenditure to rise faster ‘th:(m income extelrildséoglf
general, to all components of the aggregate i.e. public investment, pub 'Ctions
sumption, housing (and, therefore, “social uses”) and current appropriatiors:
Elasticity is almost always greater than 1.

; : ded
While aggregates of this kind, covering such a short period, cannot ble refraler o
as highly significant, they do indicate a clear ‘tendency to channel m
sources to the provision of social goods and services.

This would suggest that the real problem is not the appropriation of rzs;u;:ﬁf
from individual to collective uses but rather th(? way ﬂ.lose resourcesthe e
ployed. The expansion of social expenditu.re derives }ts mpetgs fr.on:O T aotic
source as the growth of private consumption. But this expansion 1 e of
unplanped and subordinate to “private” demand, that costs m
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resources used per umt of service provided are rising and the quality of the
service is tending to deteriorate as 1ts scale increases.

The quantitative growth of social expenditure conceals a rise in its costs
mstead of reflecting an improvement in the quality of the service provided.

10. The uncontrolled growth of cities, as a result of decisions left mainly to
private enterprise, involves nising soctal costs for butlding and transport,

It has been estimated, for example, that if the trend towards urban concentra-
tion which has marked the last twenty years contihues, the rate of building
will have to be doubled from 1 to about 2 mullion dwellings per year over the
next twenty years in the countries of the European Economic Community.

The educational system has felt the impact of industry’s demand for skifled
workers and of the entry of massive new waves of students, due to the increase
in personal incomes. In every country in Burope, expenditure on education has
risen steadily by an average of more than 10% per annum. Numbers at school
have increased. But both fixed costs and current expenditure on education
have grown faster than the service provided. To judge from recent experiences,
moreover, education cannot be sawd to be greatly “enjoyed” in most European
countries.

Much the same may be said of the health services. In Western Europe, all
forms of expenditure on these services have risen swiftly almos't everywhere
(direct payments or appropriations and the overall percentage i3 now some-
where between 5 and 10% of national income. Here again, the increase can-
not be said to have been deliberately planned on the basis of rescarch 1nto the
state of health and the needs of the population, but rather a hasty and
anguished response to pressure from private demand, the general pybh‘c_and the
medical profession. In every country, the cost of health services s risinz to 2
greater or lesser extent.

On the other hand, expenditure on conservation and urban“rer’,om:’{u:zwnﬂu
still on a very small scale. There is no basic pressure from “private d:mzl;:’!
to give the necessary impetus; and, Jike other races zm{ gwplc} _thrcug}wn ke
world, Europeans scem 50 far to have taken 20 implicit dezision (o fet their
geography and history go by the board.

I think it is fair to say that social expenditure has Em z’::iwz;:;"; 2
continue to do so, not in opposition 1o the groith of “privale’ ..z..,.z.ﬂ Z’vl
an indirect and minor consequence of d'{zt grosth. The real E' =¥ Zw':—
much money must be diverted to collective nzd’s b'/ more z_._rv—z;; tff ,.mf
tions. The enormous resources mobilised to_r Building homes ::.‘a’;;;::w‘«z;b
tion and health services have given decreasing Fetrms. The rez! 77 s the

%
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q.uali.ty of the services provided; and no solution can be found without con-
sidering the question of the administering agency.

Bureaucratic inefficiency

11.. The agency responsible for dealing with constantly rising collective needs
which cannot be properly satisfied through the normal market processes, is, of
course, the State.

The result has been a vast expansion of the administrative machine and a
more important role for the administering bureaucracy.

The bureaucratic form of organisation, which Weber recommended as ideal for
rational action, is now more or less discredited. There are complaints on all
sides that bureaucracy is “inefficient” in meeting the demand for public
services. Administrative reforms are demanded to speed up, decentralise, and
“streamline” procedures, and so on.

But the problem of bureaucratic administration seems to go deeper; in addition
to the charge of inefficiency, critical consideration must be given to the
bureaucracy’s ability to meet the needs of a modern industrial society and o
its position in the pattern of power.

Government services are still reasonably efficient in their own traditif)r}al
sphere of administration. It is precisely this type of admimstratxv? activity
which does not fit in with the needs of a modern, go-ahead and varied industial

society.

By administrative action I mean action taken within limits f'rom which .aﬂ
doubt is excluded by the strict application of rules and the ngld‘demarc.a.tlon
of duties in discharge of an objectively-determined function and in conditions

not subject to sudden change.

The hall-marks of a modern industrial society are constantly-changing condi-
tions and an atmosphere of uncertainty.

. it s
This is true of “private” needs which are expressed th}'ough the market; ;i dls
also increasingly true of collective economic and 5001‘al needs..These nwith
cannot be fixed as norms but must be treated as magnitudes which vary

the community’s requirements.

Because of its authoritarian and hierarchical nature, @e z}dministratwe machlliﬂez
crystallises its objectives into rules of condqct, which it follgvsfs and i:gphas
uniformly, regardless of the way the public reacts. The CI‘Vl'ld ser:;ce(hn_es
functions, not objectives, rules rather than alternatives and rigid pr

rather than options.
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Administration on the Weberian pattern is perfectly rational in a refatively
static and “certain” situation but becomes irrational in uncertain and rapidly-
changing circumstances, when the problem is to identify objectives after first
studying what is needed and feasible, to provide the necessary means and to
modify both objectives and means continuously according to the reactions
aroused.

1t is not, therefore, a matter of restraining the excesses and curbing the un-
healthy features of bureaucracy but of questioning the bureaucratic orgamisa-
tion of the social services as such.

The bureaucratic structure which is strictly functional within its sphere (with
clearly specified powers) and formal m 1ts administration (with standard,
uniform rules) cannot, without disowning itself, be transformed into machinery
for dealing with objectives.

Quite understandably therefore, it resists any attempt not so much at decentral-
isation which, within limits, 1s quite compatible with a functional pattern, but
tather at planning, in the sense of action directed to the achievement of
specific objectives.

There is also the well-known tendency of the bureaucracy to become a closed
corporation, to “eliminate the end-purpose” of its action,® which is to serve
the public and to become an end in itself, thus widening further the gulf
between the administration and the public;! 1t is thus ceasing to be the ‘re-
sponstble and responsive” structure it has been said to be (Robson). !t

12. In modern society, therefore, bureaucracy 1s not irrational because it is
inefficient but because of what it actually is.

In the case of public services, the problem is not so much the amount of
money the State can provide for the purpose but the illogieal way that money
is administered; there is no link with the poltical dem.and which can ‘only'be
determined by completely rational, democratic planning, bu? admxmstra?we
rules which have become wholly arbitrary with the passage of time are applied.

These rules are of course regularly adjusted by what.has been cal}ed “parallel
bureaucratic administration” by which is m.eant, using the considerable dis-
cretionary powers available to the civil service. to me.et t.he. d.em:_x‘xild;‘ of ec;o;
nomic pressure groups and political clients ((?lovanm Gibolitti saif at rule:
are interpreted for friends and applied to enemies).

3 CM.M Joad Decadence, a philosophical enquiry, h""l'oﬂv ‘9[:7-” cion
10 8 . ences of purposive $oci 3
Rl Merton: :1:, ";::H:‘:i”f;;s"::"tsu-qm ‘and Bureaucratic structure and personality, Social Forces
XVIIL (1940) 1954
A.Gouldner Patterns of Industrial Bureaucracy, Glencoe,
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While this may be a “malfunction” from the Weberian point of view, it is stll
no remedy for the illogical character of administrative action.

The burecaucracy therefore has no subjective responsibility and there may be
no need to reform it as such. Armoured cavalry in close formation was a
wondcrful invention. At Agincourt it fought bravely as always. The blame for
its defeat Jay not with itself but with the English archers, against whom the
cavalry was impotent. We must ask ourselves, therefore, whether the inef.
fectiveness of administrative action in the specific case of the demand for
cconomic and social collective services does not stem from the nature of the
State itself; and whether the State should not get down from its horse and
learn to live in a different way.

The two linked problems which emerge are the rationalisation of decisions and
grcater democracy in administration,

Rationalisation of decisions

13. Things which are completely reasonable in the earthly paradise of l.)ureauc-
racy bccome unreasonable in our restless purgatory. It is no?v.umversaﬂy
recognised that resources for collective needs are irrationally administered. The
vast sums entrusted to the State are applied according to establi'sl%ed patterns
and the relative strengths of the various branches of the administration, in
dealing with cach other and with other pressure groups. They are allocated in
accordance with ancient rules which are both inflexible and arbitrary.

The traditional method of drawing up the State budget is common knowleclilg%.
It involves a process of decision which one student of public fmanc‘e‘s h;as c:r kee ,
“muddling through”.i? The spending authorities come to the p_ohnca m e
and strike a barpain; as in every oligopolistic m_arkeF, there is 1o ff;ﬁgms
trying to change everybody’s share by starting a fxght 1f.the re]atlc;/er s;y e
engaged are not substantially changed. The re§ult is a kl.nc? olf orde

highly instructive to observe without enquiring into its basis in logic.

tional
This method has been extrapolated from th.e State budget to thtz tlc])aadopt
economic budget when various needs have driven some governmen

national economic planning.

. _term
National economic planning springs from the need to mamtamrzlszgggémic
balance between supply and demand or to ensure faster ge:zd onors, As
development or more balanced development betweer’x ‘l‘regxonsates” o roken
the more general economic objectives and the planners aggr:g 1O o avalable
down into more specific objectives, they reveal the inadequacy

12 C.L. Schultz, The politics and economics of public spending, Washington 1968.
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instruments for analysis and the strong dislike of the administrative machine
for any attempt to define objectives.

There is thus a danger of 1 g b ing the victim of a con-
spiracy between the civil service and the keepers of the nation’s accounts.

The nation’s accounts in fact fit perfectly into the favourite image of a cake to
be divided; a bit for you and a bt for you, but be careful not to take more than
there is.1* The basic problem is presented as one of dividing 2 fimte quantity
wisely between a number of uses In other words, as a typical traditional
“budget” problem.

This leads to a number of mysterious rules. For example, the rule that defence
takes 6% of the national mcome. Why 6 %? This secems to have been laid
down 1n some international agreement Then 1.1% for aid to developing coun-
tries, for the same reason, 5% for health services; “that’s what they do in other
countries” and so on Within these compartments, however, the usual methods
of oligopolistic bargaining between ministries, departments and offices apply.

As a result, there 1s a danger that irrationality may be planned and approved
by law.

14. Planning is at present passing through a period of cnticism and self-
criticism. The realisation that decision-making processes are open, continuous
and many-centred has revealed the inadequacy of the theoretical pattern of
national accounting on which planning is based and, in particular, its inade-
quacy as an instrument for reaching operational decisions (and not‘simply a
table for checking the overall compatibility of decisions which are discounted
10 some extent),

At the same time, realisation of the arbitrary nature of decisions concerning
the use of Government funds has encouraged efforts to fmd' new methods of
“rational planmng” based on the application of systems analysis.

At the moment, the old methods of “planning expendityre" are found side I{y
side with the new methods, which are still in the experimental stage; and this
co-existence is likely to continue because of the dl[.fe.rem ap?roaches an'd
scope of the two techniques.® However, unless (h§ dgqsmn-m:’akxﬂg pxl‘fsces? 1:
rationalised by the progressive introduction of “ob)ec.txv? planning” or p;mesf
planning” methods, expenditure on collective neel(sis is liable to mcrezzeondm

all proportion, with a colossal amount of waste!s without any corresp: g

13 Sec Dow, quoted by F. Caffé, Politica economtca.

14 Such co-existence 1s made possible by applymg ration
t0 the wnstrumental varsables of the plan only (decisions} an
the generat compatibility table

me.

13 A already noted, sacial expeaditure rises fastet than total 1nco!

elastc

al planning-the microplanming of separate. proi:ﬂf-
d by applying macroplanning to aggregates in

Some types of expenditure are hghty
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increasc in human well-being; on the contrary, the present confusion and harg.
ship will become worse.

“Unless we are to risk an uncontrolled explosion of expenditure, it is incop-
ccivable that activities such as education, which sometimes absorb over one
twenticth of the nation’s resources should be administered by a system and
rules which in some cases arc over one hundred years old. Again, unless we
accept the possibility of sacrificing arbitrarily some of the hopes and essential
needs of modern communities, it is illusory to try to arrest the progress of
social departments by imposing ceilings arrived at by intuition™.1

Project planning involves a systematic and continuous study of the condition,
nceds and aspirations of society, in order to define the aims of social action
within an overall plan; it involves identifying and costing the various alterna-
tives and then deciding between them.

This does not assume the existence of a set scale of social priorities or of
objectively-determined needs which must be met; it means working out a scale
of priorities and a social plan, on the basis of systematic researf:h and ez.cplora-
tion. It is a rational method of seeking the views of the pubhfz (re_ducmgf a
far as possible, the weight of emotive factors or of downright 11‘1ert.1a). It 53
method of arousing social demand, by analysing the conﬁ}s.ed aspirations 'fvh:;h
at present find no backing or expression either in the political system or 1n the
bureaucratic machine.

Galbraith’s “social balance” can only be restored by a rz}ﬁqnaﬂy—expreSii‘si
social demand, which will give precise direction and fn:st pngr}ty to rﬁiﬁﬂ
for the satisfaction of collective needs; more democracy in decision-maxing.

15. Project-planning is therefore much more -than a tfachmcal p;roble;ll.a I;fzs
choice of a system of social indicators and the introduction of sys emiatic .
techniques do not mean simply the replacement of the old bure:tiubce ot
chine by teams of experts and technicians; more democracy mus

into the decision-making process.

o o M 14
Failure to understand that the problem of rationalising decxs;onzaﬁggcs?iz
public expenditure is essentially political, is perh:aps thft: m{aég o eh of
slow progress which the new techniques are ma}cmg, after b
enthusiasm, in the very countries which were the first to adopt .

. . : iting the services of
The identification of social policy targets involves recruiting i

rts an
experts and technicians, but the problem cannot be solved by (?IX'E: pact
technicians on behalf of society. In his book Lo choc del futuro

velopep”

i jons Unies pour le d&
15 J.M. Collette, Etude sur les systémes de décision, Tnstitut de recherche des Nations

ment social, Geneva 1970.
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of the future), Alvin Toffler recapitulates the numerous attempts made in
America to define in systematic terms the problem of setting social targets and
taking reasoned decisions: they include the study “Aims for Americans” com-
missioned by President Eisenhower in 1960, the great PPBS experiment
launched by Johnson and, pastly, Nixon’s very recent solemn declarations:
“The time has come for us to dedicate ourselves, consciously and systemat-
ically, to the problem of what kind of nation we want to be... I have to-day
ordered, here in the White House, the setting up of a group to study national
aims...” “The problem is always Who is to determine these aims?”" From
whom does he derive his authority? How 1s he to win the consent of the
people who will have to put those aims into effect?

The idea that the choice should be entrusted to “quahfied” experts stems from
the belief that the problems of modern society have become too complicated to
be dealt with by democratic methods. In reality, this belief is as old as the
hills. Society has always been too immature and its government’s problems
have always been too complicated for those who start from the belief that
ordinary men and women have neither the capacity nor the right to decide
their own destiny.

These long-held élitist ideas, which have been refurbished with a coat of
technocratic paint, are in reality becoming more and more out of date in our
changing industrial society. In this kind of society, with its complexity, variety
and constantly-changing structure, there is a very high degree of social inter-
action, calling for a flow of information to all points of the compass. Every
“directive” is an outgoing item of information which requires a reply, and so
on, The claim that this flow should be channelled in the single traditiorgal
direction “from the top downwards” blocks any feedback and gives the élite
a distorted image of a society moving in directions unknown to 1t

The technocratic élite thus finds itself having to cope with a society whiz_:h is
incomprehensible, improbable and unforeseeable. Even with all their sociolo-
gists and their costly sophisti d for i instr 1 they are St.l“
bewildered by the surprises which a silent society conceals in the depths of its
being.

The complexity of modern industrial society is certainly not reflected in the
institutions of parliamentary democracy which have come c!own to us ah:ost
unchanged from the 19th century. But the whole problem is to change es;
political institutions. For a society which is more affluent, t?ellcr ‘e;:‘luca.lc
and potentially freer than its predecessors, the change must be in the direction
of wider and more radical democracy.

itici ore
The existing institutions of democracy are criticized for the sake of a m
_—

17 A Toffier, op. cat pp 468-469.
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modern and articulate democracy, which must plan rather than be planged
and not for the sake of authoritarian solutions, inspired by the barracks or the
factory, which reveal, even more than their conservatism, the sterile imagina-
tions of the everlasting inventors of “police-whistle™ republics.

16. Modern society is making ever-increasing demands for planning and self-
government. “In a super-industrialised society, democracy is not a political-
luxury but an absolute necessity.”18

It is of course utopian to dream of attaining a perfectly rational and democratic
model socicty. But it is not in the least utopian to try and find solutions as
close to that model as possible.

Sclf-government can be pursued as an ideal through a practical search for
more and more advanced forms of participation. The aim is in no way to
achicve the impossible pattern of a completely anarchic society, but to answer
the demand for participation whenever circumstances so permit.

Not all branches of society are equally amenable to the “sogiali.sa_tion of
power”. Businesses are among the least amenable because of their nfg1d tech-
nological determinism. The same applies to the main security semces—ﬂ?xe
police, defence forces and to a lesser extent justice—for whicl} the ac.imqns-
trative machine is essential because they are indivisible, and strictly objective,
and have powers of compulsion.

On the other hand, there are intermediate areas, where the degree of frgecié:
of expression, variety and independence enjoyed by society at large i
than it might be.

In the ever-widening field of collective needs—welfare, education, hezlt?;;

. . ot
culture and leisure—there is vast scope for varied forms of participati
control.

In these cases, administration can_ be rationalised and objectives planned only
through greater democracy, with less state control and less bureaucracy.

The individual social services are not divisible buF they can be I(Iilatdiﬁzii‘;ﬂ;‘ﬁ;
in optimum “amounts” to social groups, whosg size should be ??ation. o
reference to “satisfactory” standards of efficiency and parﬁcxpﬁn2 : i
other words, manageable, planned systems_must be c'reated. ’It'fllle e‘tXéS s
headings under which collective services like es.ix.:catxon, ‘hial <’)ceess. o o
sified, have become unmanageable for any decxswn—mal;mb ;tn;l o - eded
planned objectives and for the attainment of the degree of particip

to ensure that the service provided is efficient.

15 A, Toffler, op. cit, page 471.
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Inter groupings (; ities) must be blished b the State
and the citizen to expand the demand for social services and take aver their
administration.

17. On a territorial basis, an obvious intermediate level is the region or city
The present trend towards the reconstitution of regional political authorities
Jn Europe clearly demonstrates the intractability of the problem of territorial
structures, the environment and urban growth in these days of centralisation

and political apathy among the communities directly concerned with the use of
the territory.

But modern means of communication are so swift, and in some cases im-
mediate, that communities not linked with territorial divisions can be formed
by voluntary association, on the basis of plans aimed at common objectives;
these might be called “planmng communities”, Going further, plans can be
limited to a single aspect of social life—permanent educational centres, health
schemes, tourist routes, and so0 on—or to a number of related aspects, leading
finally to complex, wel-articulated communities; these would be “planning
umversities” and new “aities” (polis) round which the fabric of social rela-
tions, now threatened with disruption, could be reformed. In contrast with
“technostructures” characterised by the mobulisation of mankind in the service
of production, they might be called “polistructures”.

18. The decentralisation of social services to such communities would paturai-
ly require new institutions capable of mantaning a fair balance between the
central government, the community and the citizen.

Relations between central governments and communities would have to be in
some contractual form (possibly similar to a concession) defimng the com-
munities’ sphere of independ and retaining overall planning and super-
visory powers for the central government. Agreemer{ts of this kind would have
to be sufficiently flexible to adapt to changing circumstances The ‘cen\ral
governments would thus become planning and control cex.m-es fqr publgc eco-
nomic and social services. Rather than by rigid rulFs their relanqns :vnh the
communities would be governed more by the ‘.‘vanable constiution™ of the
National Plan, which would embody and consolidate all the plans worked out
at the different levels.

The communities would, naturally, enjoy a .considerable measure oi aulo;omy
in the matter of finance. The prnciple of a single B\:l'dget, like lh:t ofa uP'orrInt
structure, is no Jonger compatibl with the s of modern so'cl;e sy;hc
should be retained for the indivisible sectors of the pl{bhc SESVN.:E§—-su.c a the
security services—which need a uniform, cemmhsci a n;rlm:h,on,' B
economic and social services could be ﬂnanc_efi partly ’f::’: tnreci/cn mcilti)z:n'
through an equalisation fund, to ensure 2 minimum s;l;ls o rgamcma;
and parly by direct contributions from the mem

community,
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}9. Each community would also enjoy wide autonomy as regards its owp
internal organisation and would set up institutions which woulcd have to be
recognised by the central government. The “incorporation” of the community
would guarantee its members’ rights and a democratic form of organisation.

The participation of members in the government of the community would be
ensured by the direct link established between the services provided and the
source of the necessary funds; it would be given concrete expression through
the community’s representative bodies. i

Within such representative bodies the principle of “no taxation without
representation” would regain its original, historical meaning.

Furthermore, in a community responsible for putting a plan into effect, the
relationship between governors and governed would no longer be one of un-
contested authority but one of two-sided discussion, with the administrators
acting increasingly as experts in the service of the community, vested with
powers closely linked with their duties under the plan.

The most forceful example is in the teacher-pupil relationship. It is quite
ridiculous to call for its replacement by an impossible self-taught community,
as demanded by the wildest and noisiest of protesters. It is equally ana-
chronistic that schools should continue to be a kind of cultural barracks
where well-drilled regiments of disciplined pupils are taught uniform id.eas,
mental habits and forms of behaviour. A proper balance can be achieved in 2
community of teachers and pupils, on the basis of critical couaboration,.thls
relationship accepts the master’s authority based on knowledge and uses it 0
the benefit of his critical students; on this basis, many decisions concerning
the life of the community are taken jointly.

In these circumstances, the “government” of the community becomes the
opposite of a bureaucratic administration; it is a light and fle;.nblfa sjtrucn};‘;
which is modified continuously by the community “plan”; it 1s linked fw;lhe
the aims of the plan and sanctioned by the consent of the members O

community.

The principle of free association with the community paturally means thatel;
members can join and withdraw at will. This also opens the way to cofp -
tion and emulation in seeking effective and efficient methods of management,
where the administration hz:s a complete monopoly there can be no sut

competition.

uld require 2 dif-
a lengthy process

ventional wisdom
e past can allow

20. It may well be argued that machinery of this kind wo
ferent breed of men from those whom nature has evolved by
of selection. Here again, however, the pessimism .of con
should be put to the test. Only rural communities living in th
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themselves the luxury of living by proverbs. Industrial communities are con-
stantly having to solve new problems.

One such problem is that at a certain stage in the satisfaction of individual
needs, the selfish acquisitive instinct ceases to be 2 powerful incentive to action.
1t is supplemented and replaced by other equally selfish, but more sophisti-
cated motives. Among these, pride in good work, professional esteem, pleasure in
having one’s ideas shared and determination to carry through a joint enterprise
are all gaining in strength and importance. Mandeville’s provocative juxtaposi-
tion of private vice and public virtue, which so scandalised the detractors of
the “dismal science”, is now losing its significance.

It would seem rather that the new, younger generations of society are showing
certain healthy disaffection for all forms of encouragement to individual
competition; such rivalry no longer finds its expression in the harsh and
bracing climate of industrial production, in the good old days of the Victorian
entrepreneur, but in the harassing and invigorating atmosphere of consumer
competition when the motto is “to keep up with the Jones”.

Willingness to take part in joint, creative activities and to work towards a
common goal is not just a philosophical hypothesis. It is a need which is al-
ready finding expression, as yet in distorted and largely unconscious forms,!*
but stilf in forms which are clear to everyone but lovers of old proverbs.

‘The European E ic C ity: ck and risks

21. The European Economic Community: opportunities and dangers' a few
words in conclusion.

The last twenty years have shown us that economic g{owlth does not auto-
matically lead to greater happiness. Social needs and aspirations which cannot
easily be financially quantified must be satisfied in order to ensure that eco-
nomic progress does not ultimately lead to social ills. But these meeds and
aspirations call for more than the mobilisation of in.crcas.ed Tesources. Th.ey
also call for a plan of action which will give a definite direction ang precise
meaning to social measures. Furthermore, neither “upyf.ctlvt?" nor “project’
plans can be implemented by the old burcaucratic administrations or by teams
of technocrats. Such planning must be based on cctnsta:m, dlrec‘tl pax_'ml:lpa‘uo&
by the general public. This will involve the red:smbuuoq and “socialisation
of power, the progressive dismantling of the bureaucratic structure fxnd the
direct transfer to communities of citizens, formed f?r pam.cu!ar projects, qf
responsibility for determining the “demand” for social services and for their
management.

22. Potentially at least, the creation of the European Economic Com'mun.ity
offers a great opportunity for reducing the role of the State and for directing

1 Sce E Fromm, Psleanalis! delia vita moderna, Community.
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the economic development of the members of the Community towards a
genuine improvement in the “quality of life”.

In other words, the EEC could be a European “Grand Design” to which its
structures should be geared.

Unfortunately, it must be admitted that things have turned out differently
so far.

The kind of development towards which the EEC seems to be directed has an
cconomic rather than a community bias. Much more than the quality of life,
cconomic and technological development would so far appear to have been its
driving force.

From the political angle, the Community’s institutions seem to be moving
towards the pattern of a super state, seeking for itself powers at present
exercised by the national States.

These trends have accentuated the two negative features which have gone hand
in hand with the otherwise enormous expansion of Europe’s economy over the
Jast two decades; these are, first, technological and productive growth without
any social purpose to provide the necessary justification, directior} and stanfial“ld
of appraisal; and secondly, a greater measure of bureaucracy in tho§e. f}d s
of human activity—the social services, education and cultural activities—
which should constitute the freest and most direct expression of a society
rich in resources and energies.

The worst possible result of this process would be the combination of J‘:i‘pa_nisée,:
style technocratic laissez-faire with a Russian-style bureauc:racy. A mlxon-
society born of the union of these two partners would decidedly be 2 m

strosity.

The Europe of to-morrow can be a strong .and remote “AquPJStfat{‘t’l’l’ tilze;fl?
of purpose and obsessed with standardization and harn}omsaﬁon, wi o of
fication of means it does not know how to use and with ‘the acclljlmz “Grand
abstract power to do goodness knows exact.ly.what; .or it caél eeional o
Design” capable of bringing together and unifying .natlonal and I gtheir goals
munities, which will keep their individuality anc.l }Vlll seek to attamd ont ad-
in different ways; which will have strong Pohtlcal structures_ anand gculture
ministrative machinery; which will put politics before economics

before politics.
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APPENDIX

Data relating to social expenditure in certain countries of the Western World
during the period 1959/69.

Notes:

(a) Absolute figures are expressed m the currency of the country.

(b) Social investments are obtamed by adding together pubhe and housing mvestment

{c) Pubkeconsumption s shown for the Forces and for Civihans The it
for purposes of mnternational compansons

{d) Social costs are obtained by adding social investments to public consumption

{¢) Socialexpenditure 1s obtained by adding togetber social costs and current transfers from the Public Admen.
1stration consohdated account

{f) Changes between the various items of 1 d calculated for the penods
concerned by relating the rate of vanauon of the items to the rate of vanations of pational income at
market prices

(®) Allinformation 1s given at current prices.

(h) Countries are Iisted 1n orderof f 1income portion earmarked for social
expenditure for 1969,
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TABLE 1

Development in the share of national income earmarked for social expenditure
during the period 1959/69 in certain countries of the western world

Social investments Social costs Social expenditure

National income National income National income
Countries 1959 | 1964 | 1969 | 1959 | 1964 | 1969 | 1959 | 1964 | 1969
Netherlands 7.8 8.5 9.4 | 21,3 | 24.1 | 25.1 | 31,5 | 36.8 | 426
Sweden 5.9 6.8 7.0 | 23.4 | 251 | 29.01| 314 | 344 | 411
France 7.6 9.6 | 10.2 | 21.0 | 224 | 22.5 | 34.0 | 38.0 | 39.3
German F.R. 8.32 | 11.0 9.0 | 21.92| 25.7 | 24.5 | 34.32] 38.2 | 377
Italy 7.6 9.0 8.9 | 19.7 | 22.5 | 22.4 | 30.6 | 34.0 | 37.6
Belgium 6.5 9.3 8.4 | 19.2 | 22.1 | 22.6 | 30.4 | 33.0 | 363
Norway 4.4 4.1 491 18.6 | 19.6 | 23.11] 27.0 | 28.6 | 350!
USA 8.3 7.4 63 | 263 {259 | 27.3 | 31.3 | 31.1 | 336
UK 3.5 4.8 56 ) 203 | 21.8 | 23.7 | 26.8 | 28.6 | 324
Denmark 3.5 4.4 421 163 | 192 | 19.8 | 23.7 | 26.8 [ 293!
Japan 90 | 107 | 10.0t] 18.3 | 19.5 | 18.2 | 22.3 | 23.5 219

1 Figures for 1968
2 Figures for 1960
Source: National Accounts of OECD countries
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IMPLICATIONS OF ENVIRONMENTAL MEASURES
FOR INDUSTRIAL DEVELOPMENT AND THE
SITING OF ENTERPRISES

by
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COMMUNITY ECOLOGICAL POLICY: RESULTS
OF THE ACTION FOR IMPROVING ENVIRONMENT
ON INDUSTRIAL DEVELOPMENT
AND SITING ENTERPRISES(*)

G. PETRILLI

I—DEFINING THE PROBLEM

1. There are good reasons to suspect that the industnial development of our
continent tends to exceed—in many cases—the point of total maximum ef-
ficiency of the system thereby giving rise to contradictory phenomena show-
ing a real challenge to the organizing, controlling and forecasting capacity by
those who carry at present political, economic or cultural responsibilities

Form one aspect, the large concentrations of production—generally linked
within the framework of the main urban centres of each country—are self-
feeding according to cumulative movements, laying stress on the development
potential of the strong areas compared with agricultural ones.

On the other hand, in these same areas of major concentration of mankind and
production one notices, on an increasingly acute scale, phenomena of conges-
tion and pollution representing in fact the “other side of the medal” of the
large processes of technical develc of our c

Such problems assume a particular importance in those industrialized counl.n'cs
where the relative scarcity of resources tied to the ultimate aim to be achiev-
ed, is coupled to a marked rigidity of the national commercial ba}ance. These
countries are not in a position to oppose damage due to congestion and pol-
lution with the fullness of means and the necessary machinery, and cannot look
on in the face of continued destruction of national wealth dl..le to the existence
of such phenomena. It is, thus, necessary to review continuously the pro-
grammes of optimum distribution of their own resources in terms of increasing

{*) Translated from the Italan

403






o

==k Al

St

heading towards disaster if they do not ration resources within the sphere of
« PO P P

the 0mic A‘ losophy .of the sp p”* that is, if they do not set them-

selves strict limits to the indiscriminate introduction of noxious products in

the earth’s environment and if the natural resources available are not strictly

rationed.

From this point of view the general discussion taking place on a2 World Scale
since recent years about envir its pollution and r ding the best ways
of exploitation of its resources is all the more appropriate, at least in so far as
one is anxious over a future which may see maritime basins or lakes (such as
the Mediterranean or like the North Sea) transformed into ponds robbed of
oxygenation, like Lake Erie, or to watch impotently the conversion of certain
hydrographic basins (as the Rhune) as real sources of collective poisoning. 5

3. It is worthwhile stressing that, from a purely economic point of view, the
thinning of certain assets considered up to now as non economic because of
their practically limitless availability, such as air and water, generates ad-
ditional and potentially increasing costs to industrial complexes and, more
generally, to the urbanization in the more developed regions, above all in
relation to plants which become necessary to insure, in this and in other
respects, the regeneration of the natural environment. Such additional costs are
comparable to non ecological ones inherent to the development of new physi-
cal and social infrastructures in the zones where large flows of immigration
occur due to a lative process of ration of industrial investments.
In this connection it is worth noting that such investments cannot generally
be considered as replacing those which public services are bound to promote
in the suburban areas through legislative obligations and connected with a
more general re-distribution of national i the very develop of infra-
structure in the most developed regions becomes more costly due to general
conditions of ecological deterioration. The example can be quoted, in this
regard, of the particular technical devices y in the devel of
road network for crossing water courses having a high level of po}lulion charac-
terized by the presence of corrosive agents. The fact that road infrastructures
are subject to abnormally high costs, even in peripheric regiotlls, because of
degradation of soil due to general worsening of ecological envuqnment con-
firms, even under his aspect, the complementary nature which _emsts between
the extreme situations determined 1n |\ of an develor
territorially imbalanced.

In the present state of affair one can see from these aspects a marked con-

<K, Bouldiog, The Economics of the Coming Spaceship Earth, 3. Hoplans Press Balumore 1966 (essays of &
cotlection dealt with by H. Jarret Environmental Quality)

3 These and other examples c3a be derived from the interviews mven by J.Y. Cousteau, director of the Oceana-
graphic Tastitute in the Prncipality of Monaco, to the Corriete defla Sera (17/9/1970 and 3/12/1970), also
from hearings in the Italtan Chamber of Deputics 10 1971, and above all the declarztions made by Prof
Marini Bettolo, p. 29 and following, Vol 1.
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diseconomy even at the cost of postponing for an indefinite period the aiter-

native interventions of re-equilibrium and of territorial or sectorial develop-
ment.

2. The deterioration in environment consequent upon pollution acquires a
particular and specific importance in this respect since the exploitation beyond
measure of the resources defined by Murphy as “expendable” (i.e. coal, mineral
oils and gas),! and the increasing contamination of reclaimable resources such
as water, air and even living organisms, rapidly alter the biological outlook of
life and compromises even their further economic development.

Against such a galloping ecological crisis, the physiological capacities of man’s
adaptability are much slower, therefore, should the present trends continue,
the sharp mutations of environment will increasingly hinder the progress of
strong areas because people will have to function under conditions of environ-
ment ever more difficult and liable, eventually, to compromise existence itself.

It may be expedient and reassuring to attribute this analysis, un(.ioubtedly
severe, to a certain current vogue of ecological pessimism. There. ex1s_ts, how-
ever, too much factual evidence on the current level of deterloratlgn at}d
gradual erosion of the ecologic system of earth and biosphere (especially
areas which are more advanced industrially) to doubt the probable futur;
impossibility of the self regeneration of nature confronted by uncontrolled an
increasing exploitation of resources and by pollution.

Besides, it is not without a reason that the topic of the risks and gf the f&stflolf
this exploitation and progressive deterioration of wealtp which, % Oﬁgn
“free” like water and air, should become today the dominant considera
in economic thought.

Till now, one has acted as if these resources were practica.lly lmtless,“VVg;két';i
on the basis of a behaviour clearly defined by Boulding as th'ehthore-
economy’’2 where the use of resources is reckless a:_ld 1ack§ forc:&g:n.-e o
over, it had been assumed that everyone was .~and 1s-—-—ent1§1ed olllut]i .
the environment any type of products, including those causing po ot o
even toxic ones,? as if individual responsibility ceases once tlllle prcl)eft e’
discharge of raw materials used in the production processed have
industrial plant or home.

idl
Today, one begins to realize that the industrial systems of the west are rapidly

1 E.F. Murphy: Governing Nature, Quadrangle Books, Chicago 1967, P 29P
2 K. Boulding, The Economics of the Coming Spaceship Earth, . Hopkins Press

i i i 1 Quality) ding

collection dealt with by H. Jarret Environmenta g water accordi

3 J¢t should be mentioned that already Plato, in De Republica recommended a law concedrr;'io rgjudgmcnt wud, i
to which ... whoever corrupts water with poisonons substances shall be summone

3 ”
found guilty, he shall be condemned to purify the soutce or water deposits polluted.
’

Baltimore 1966 (ess2ys of 8
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heading towards disaster if they do not ration resources within the sphere of
the ic philosophy of the spaceship”* that is, if they do not set them-
selves strict limits to the indiscriminate introduction of noxious products in
the ear:ih's environment and if the natural resources available are not strictly
rationed.

From this point of view the general discussion taking place on 2 World Scale
since recent years about environment, its pollution and regarding the best ways
of exploitation of its resources 1s all the more appropriate, at least in so far as
one is anxious over a future which may see maritime basins or lakes (such as
the Mediterranean or like the North Sea) trapsformed into ponds robbed of
oxygenation, like Lake Erie, or to watch impotently the conversion of certain
hydrographic basins (as the Rhine) as real sources of collective poisoning.5

3. It is worthwhile stressing that, from a purely economic pomt of view, the
thinning of certain assets considered up to now as non economic because of
their practically limitless availability, such as air and water, generates ad-
ditiopal and potentially increasing costs to industrial complexes and, more
generally, to the urbanization in the more developed regions, above all in
relation to plants which become necessary to insure, in this and in other
Tespects, the regeneration of the natural environment. Such additional costs are
comparable to non ecological ones inherent to the development of new physi-
cal and social infrastructures in the zones where largs flows of immigration
occur due to 2 ive process of ration of industrial investments.
In this connection it is worth noting that such investments cannot generally
be considered as replacing those which public services are bound to promote
in the suburban areas through legislative obligations and d with 2
more general re-distribution of 1 ; the very develop of infra-
strycture in the most developed regions becomes more costly due to general
conditions of ecological deterioration. The example can be quoted, in this
regard, of the particular technical devices y in the develop of
road network for crossing water courses having a high level of pollution charac-
terized by the presence of corrosive agents. The fact thx'n mafi nfrastructures
are subject to abnormally high costs, even in peripher{c regions, because of
degradation of soil due to general worsening of ecological 'enwro.nment con-
firms, even under his aspect, the complementary nature which exists between
the extreme situations determined in of an P
territorially imbalanced.

In the present state of affair one can see from these aspects a marked con-

4K, Roulding, The Economics of the Coming Spaceship Earth, I, Hopluns Press Baltumore 1966 (cssays of &
collection dealt with by H. Jarrct Environmental Quality)

3 These and other examples can be derived from the internews gven by 1.Y. Cousteau, durector of the Oocano-
Srephuc Tostitute 1 the Principality of Monaco, to the Corrlere della Sera (17/9/1970 aad 3/12/1970), -h;:
from hearings in the Itakan Chamber of Deputies 1 1971, and above all the declarations mads by Prof
Manni Bettolo, p 29 and following, Vol. 1
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diseconomy even at the cost of postponing for an indefinite period the alter

native interventions of re-equilibrium and of territorial or sectorial develop
ment.

2. The deterioration in cnvironment consequent upon pollution acquires :

particular and specific importance in this respect since the exploitation beyon
mcasure of the resources defined by Murphy as “expendable” (i.e. coal, minera
oils and gas),! and the increasing contamination of reclaimable resources sucl
as water, air and even living organisms, rapidly alter the biological outlook o
life and compromises even their further economic development.

Against such a galloping ecological crisis, the physiological capacities of man’
adaptability are much slower, therefore, should the present trends continue
the sharp mutations of environment will increasingly hinder the progress of
strong areas because people will have to function under conditions of environ:
ment ever more difficult and liable, eventually, to compromise existence itself.

It may be cxpedient and reassuring to attribute this analysis, undoubtedly
severe, to a certain current vogue of ecological pessimism. There exists, how-
ever, too much factual cvidence on the current level of deterioration and
gradual crosion of the ecologic system of earth and biosphere (especially in
arcas which are more advanced industrially) to doubt the probable future
impossibility of the self regeneration of nature confronted by uncontrolled and
increasing cxploitation of resources and by pollution.

Besides, it is not without a reason that the topic of the risks and of the costs of
this exploitation and progressive deterioration of wealth which, althm}gh
“free” like water and air, should become today the dominant consideration
in economic thought.

Till now, one has acted as if these resources were practically Iimitless,“workmg
on the basis of a behaviour clearly defined by Boulding as th.e cowboy
economy”’? where the use of resources is reckless al?d lack§ foreSIght‘. Mf)re-
over, it had been assumed that everyone was —and 1s—-ent1t.:led to mj.ect mt?1
the environment any type of products, including those causing pollution an
even toxic ones,3 as if individual responsibility ceases once the products or
discharge of raw materials used in the production processed have left one’s
industrial plant or home.

Today, one begins to realize that the industrial systems of the west are rapidly

i i 1967, p. 29
1 B.F. Murphy: Governing Nature, Quadrangle Books, Chicago » P . ofa
2 K. Boulding, The Economics of the Coming Spaceship Earth, 1. Hopkins Press Baltimore 1966 (essays

i i ; fity) )

collection dealt with by H. Jarret Environmental Qua ) scording

3 Tt should be mentioned that already Plato, in De Republica recommended a Iaw concermng.w:wr :n o i
to which “... whoever corrupts water with poisonous substances shall be summoned for judgm

found guilty, he shall be condemned to purify the source or water deposits polluted.”
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heading towards disaster if they do not ration resources within the sphere of
the “economic philosophy of the spaceship”# that s, if they do not set them-
selves strict limits to the indiscriminate introduction of noxious products in
the. ear:!h's environment and if the natural resources available are siot strictly
rationed,

From this point of view the general discussion taking place on 2 World Scale
since recent years about environment, its pollution and regarding the best ways
of exploitation of its resources is all the more appropriate, at least in so far as
one is anxious over a future which may see maritime basins or lakes (such as
the Mediterranean or like the North Sea) transformed into ponds robbed of
oxygenation, like Lake Erie, or to watch impotently the conversion of certain
hydrographic basins (as the Rhine) as real sources of collective poisoning.5

3. It is worthwhile stressing that, from a purely economic point of view, the
thinaing of certain assets considered up to now as non economic because of
their practically limitless availability, such as air and water, generates ad-
ditional and potentially increasing costs to industrial complexes and, more
generally, to the urbanization in the more developed regions, above all in
relation fo plants which become necessary to insure, in this and in other
respects, the regeneration of the natural environment. Such additional costs are
comparable to non ecological ones inherent to the development of new physi-
cal and social infrasteuctures in the zones where large flows of immigration
occur due to 2 ive process of ation of industrial investments,
In this connection it is worth noting that such investments cannot generally
be considered as replacing those which public services are bound to promote
in the suburban areas through legistative obligati and d with a
more general re-distribution of 1 the very develop of infra-
structure in the most developed regions becomes more costly due to generat
conditians of fogical deteriorati The le can be quoted, mn this
regard, of the particular technical devices y in the lop of
road network for crossing water courses having a high level of pollution charac-
terized by the presence of corrosive agents. The fact that roafl infrastructures
are subject to abnormally high costs, even in peripheric regions, because of
degradation of soil due to general worsening of ecological .enwro.nmenl con-
firms, even under his aspect, the complementary nature which ‘exms between
the extreme situations determined in q) of an develog
territorially imbalanced.

In the present state of affair one can see from these aspects a marked con-

4K, Boulding, The Economlcs of the Coming Spaceship [Earth, 1. Hopkins Press Baltimors 1966 (essayy of &

collection dealt with by H. Jarret Environmental Quality)
be detived from the mierviem given by .Y, Cousteau, durectot of the Ooeano-
? Thesan o Al e e R Y Fomactecs Aot Sera (1791570 and 131970}, also
o . + e all the declarations made by Prof.
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trast betwegn the influence of cumulative factors which continue to increase
-from a business point of view, the suitability of location of new investments
in .the most.ly developed regions (which determine a new city-country relation-
ship opposing the suburban regions by way of depopulation to regions of
immigration gradually transformed in immense conurbations) and the ap-
pearance at macro-economic level of additional and increasing costs which
were dealt with previously. This fundamental contradiction shows itself
through the social tensions arising in those immigration areas because of the
gradual deterioration in the quality of life, expressed by a housing crisis and
by the lack of social services and also by factors of disturbance of an ecolog-
ical nature. The pressures sometimes exerted by local authorities on the enter-
prises concerned, invited to shoulder a part of the costs born by the communi-
ty, in consequence of their decision to invest, could indicate in this connec-
tion the possible emergence of new factors which may influence the conditions
of profitability of such investments causing a reversal of trend. Such a sup-
position appears all the more valid in that technological progress itself tends,
no doubt, to increase the degrees of liberty granted to industries in their choice
of location, once strictly dependent upon the availability of particular natural
resources. In this connection the present economic decline of some amongst
the major European coal bearing regions is significant; this decline is balanc.ed
elsewhere by an expansion built on the development of processing industries
or basic industries supplied entirely with imported raw materials.

4. As concerns the ecological imbalance in its strictest sense (certa.inly not
a new problem since equilibrium between man and his envi'ronynent is as old
as humanity itself but which today assumes a dramatic outline in t.he absence
of biochemical or biophysical reactions spontaneously re-palancm.g) Euro-
pean industry appears today, under many aspects, as the main culprit both gs
a direct pollution factor of water, air and soil, ar}d as a prf)ducer of. goo 1s
having difficult or even non existant prospects of biodegradation and disposal.

There is certainly some truth in such an opinion on condition of_ not forge'ttmg_
that industrial effluents alone contribute only partially to Pollutlon of en'wr?ll;e
ment$ and that, indeed, frequently the insertion of foreign elefnentshm b
natural environment to an extent that nature itself cannot bear, is 2 p 1en:)()n
enon attributable to a sum of individual egosisn}s or to blameworthy neglec
the part of large urban communities of the continent.

In effect, the “consumer society” almost never succeeds in f:c.)nsunfnrnffulst:
products “in toto”, resulting in an accumulation of large quan’fltlcis (:i e
on the fringes of our large cities, real graveyards' of mgc:h;neg,yth e oo
electrical appliances, plastic, wooden or paper wrappings and 0 n?;?ent n e
which is only “half consumed”, to be later abandoned to enviro

or no cost.

i ut
mention an incidence on a World basis of the order of abo

6 Hearings of the Italian Chamber quoted earlier, b 176, vol. 1.

30%; — See the report of Ing. Badile of Finsider Le acque ..
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The same can be said for water pollutions for which, apart from industry,
there are other large polluters and especially the concentrated urban com-
munities, refuse of large zootechmcal and agricultural enterprises or certain
extracting processes. In all these cases industry has several specific responsabili-
ties which it is now time for it to spot and to take bravely upon itself with
the gmdance and help of public authorities. It is in this sense that, on the
question of environment, commumty thinking is clearly oriented towards the
objective of “...limiting (and if possible eliminating) the noxious effects of
technical progress and, more generally, of the economic and social activities on
the conditions of hife, avoiding that the fight against pollution should become
a fight against economic expansion and progress in general .. .”.7

Within certain limits, already today, new trends appear possible in scientific
and technological research, capable of stimulating the current production struc-
tures and methodologies towards the necessary change of quality, i.e. capable
of reconciling the requirements of comfort to those of an ecological balance,
and it is in this sense that the present report proposes to suggest a first basts
for discussion.

It seems equally necessary to see more clearly—and to show by documentary
evidence—what foreseeable repercussions could ensue to ndustry from mea-
sures which are being scheduled to protect environment, bearing in mind that
many forms of pollution are related to activities which are useful or even in-
dispensable, whilst there are few ecological problems capable of being resolved
by simple prohibition, because noxious waste—liquid, solid or gaseous—are
frequently the inevitable by-products of necessary industrial processes.

In this sense, with 2 view to specifying constructively and realistically that
which can be done, and when, the present report is presented in two distinct
parts; the first, to define and discuss certain trends_ and criteria of intervention
by the European C y concerning logical policy; the second, to
analyse possible industrial strategies derving directly from such trends.

II—ECOLOGICAL POLICY OF THE. COMMUNITY—A FEW
PRINCIPLES AND CRITERIA OF INTERVENTION

1. In introducing the first topic one cannot hide the serious situation which
arises in the World today due to persistent disagreements between different
countries over ecological policy.

indi i tries on pollution problems
In the face of the indifference of certain coun ;
which they give rise to and which they export and in the face of other countries

708 First repart of the Commisslon on the polizy of the Community o environmest 11171050-3/71-1, chaptee 1,

paral.
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refusing to admit the common responsibility of all to oppose these dangerous
situations, one has noticed recently unilateral legislative interventions on the
part of other countries more seriously harmed by such indifference or refusal;
these have seriously opened the discussions on the possibility of resolving, ac-
cording to the rules of international rights, such a general and urgent problem.

It is objectively true that the efforts towards realizing a general agreement in
such matter have had little success up to now; they bear witness, if nothing
else, to the small number of national decrees to enforce the few international
conventions which—at least for some types of pollution—have been convened
with difficulty. It is in the face of this situation of profound disagreement and
indifference (due to conflicting interests) that the moment has come for the
European Community to react, if for no other reason than to present to the
forthcoming World Conference in Stockholm on environment,$ balanced and
realistic theses which can find a more general acceptance by the World com-
munity.

The contrast of ideas which will arise at this meeting is, indeed, of no little
importance; on the one hand, the just demands of more restrictive and severe
regulations on the part of countries which bear mainly the bad influex.lces of
pollutions, will have to take into account the equal but oppositg aims of
developing nations which tend towards a rapid industrial start without _the
burden of additional costs for purification plant; on the other hand, the:re isa
group of nations for which the problem is “non existant”, thfay.qu?hfy the
problem to be eliminated and, therefore, declaring openly their indifference
towards every international agreement on the matter.

This is why the convening of the present meeting and tl}e s.e‘arch for con-
ciliatory proposals on a wider World basis seems today justifiable and og;
portune, being a historical European Economic Cm:mpumty task which cann X
be deferred, for the special type of relations which it is establishing on thﬁ 01(1i
hand with the economic industries mostly developed and, on the otI}er la?n )
with the developing countries and those which reduce' the problems ﬁvﬁ t‘;l 65
the fight against pollution to a simple problem of rescuing a system whic

condemn and want to eliminate.

11 founded of the request .by
than those of nations which
f these latter were
t must be

2. It does not appear possible to deny the we
developing nations not to bear heavier burdens
were industrialized some time ago, i.e. when the economy of these X
at the initial stage of their development process. In this connection 1

i i the auspices

$ The World Conference on human environment will be held in Stockholm. tzn Juze nlji’{l;, i?;::miona] e
of the United Nations, with the participation of the Europf’.an Communi ui,isan L rence and e
ernmental and non-governmental organizations In the. tfme betweez:: Em e e subiect B ool
Stockholm one there will be a meeting of the competent Ministers of the o;;: O it the -
ogy, also with the aim of defining a common position of the member coun y

quest made by the Italian government.
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remembered that the basic inadequacies of a linear representation of such a
process in which the quantitati pansion of production is matched to a
qualitative transformation of the means of production, marked by real techno-
logical “leaps”, so that the later ones find that they can never follow the
path of those who have preceded them on the way to development. The es-
sential indivisibility of the scientific-technical process prevents, therefore, a
conception of geographical expansion of the industrial phenomenon as a
simple transplant of the type of development already experienced elsewhere.
In this sense, a strictly uniform ruling at international leve] would be doubly
unjust because it would not take into account the different degrees of pollution,
for an equality of plant and technology, of the i made in countries
recently industrialized and also because it would ignore beforchand the pos-
sibility that the geographical expansion of industrialization should occur in
conditions such as not to recur at all, or to recur on a smaller scale within the
process of territorial concentration of the industrial installations secn in the
most developed countries.

As regards specifically countries with a state economy, amongst which are also
countries with an advanced industrial economy it is worth noticing how the
duality city-country has been far from unrelated to the historical experience
of the latter countries, especially concerning the potential worsening of rea-
sons of exchanges between industrial and agricultural products, which has
sometimes taken the form of a regime of punitive agricultural prices virtually
out of reach. Even recent examples of tension between regions with a prevail-
ing industrial economy and regions with a maimnly agricultural one within .lhe
sphere of a state controlled economy confirm our opinion that the geogrfxphxcal
expansion of the industrial ph rightly dered as the main pro-
blem today, can be attained at all levels only through 1nterventions Capabl'e ‘of
associating the primary activities to the benefits of increase of producuvxgy
obtained by the industrial sector, fostering simul ly a real o
diversification of the less developed areas, 2 different composition
of the flow of exchanges and a new type of integration between sectors To
consider the ecological problem as a necessary by-prqduct of market economy
means ignoring the close link between the deterioration of natural co.ndmons
and 2 process of territorial concentration of industrial investments which only
partly and, especially as regards the past, can be object of utilitarian considera-
tions, as to the profit of the enterprise.

3. This being dutifully premised, and in accordance with the principles that

i i develop its own function
our European Cx must ily choose to p i
as medi P on World logical policy, the first problem to be now r.esolvcd
is the one that goes to the very core of the present controversics, 1c. the
nature of the regulations to be adopted on 2 i 1 and World level for

the years ahead regarding industrial p

1t concerns a question which has become classical, ie. having to decide if
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unifox:n.l standards of discharge on a supranational scale are prefe)
less rigid solutions are to be preferred in which the standards of

discharges are set out in function of the degree of pollution alrea
and of the need of recovery.

In spite of the objective preoccupations of those who fear that a I
formity in determining the territorial standards may acutely sharp
competition, or, anyhow, cause distortions in competition, the reaso:
lacking in favour of a choice of more flexible standards:

(a)

(®)

410

In the first place, on a general level, it is difficult to admit th
position of uniform standards on a continental or World Jevel i
suitable for realizing a concrete equality of initial situations be
various competing industries. The internal production costs ste
chain of situations varying from one enterprise to the other,
tween raw materials used, their transport cost, the PIocesses ust
and relative obsolescence of the installations. Uniform business
indeed, few and there is no reason to believe that the impositit
form standards for discharge of waste will count enough t
initial competing situations so different from other items of costs
In the second place, for economic and functional reasons. It is
that the introduction of a uniform system of standards could
effective reduction in the levels of pollution only in the measure
chosen standard is situated at a level which is very close to t
between the different national standards already in existence.
be otherwise and if, therefore, the future average supranational
be set at levels well below the best that exist, the ﬁn.al Tesy
paradoxically be opposite to the objective aimed at, i.e. in thej §
the environmental situation of those countries which—for their
necessity—up to now, have used high standards, woulc_l be com
obvious reasons of competition, to depress the qualitative le
hitherto. Should they then be forced to keep to their.actuifl s
higher than the uniform one, the re51}1t would b?——l-ﬂ ﬂll‘S t
paradoxically—to have caused, to their harm, objective sitw:
disparity in competition.
Evgn atg’cepting Itjhe fact that the future uniform stanflard shquld
to the “best” levels, this could not avoid not prodl.Jcmg’ consider
ficulties for those countries where ecological situations are
radically compromised, compelling indusf:ﬁes set up within tht%i
ries to spend much more than necessary 1n order to arrive atd y
standard. In other words, the imposition of a'umform stan tf}m‘lr
level could cause, in several cases, an excess of investments in U f?e
tion plant since the capacity of the water or air 1o be self‘-slzaucr’lf .
remain partially unused at unnecessary cost to the enterpr ot s
involved. Also, this phenomenon woulq _not reduce, o e;
problem of the initial disparities in competition between



and the otl}er above all, in the case where the uniform standard in excess
should be imposed to countries outside the large supplying or consuming
marketsf or else, to countries in the process of development with a weak
economic structure.

(c) Thirdly, and under these considerations, there are practical reasons which
prevent the adoption of umform standards on liquid and gaseous waste
discharges, namely, the impossibility to reach agreement at international
Ievel on the minimum standard to be adopted. Countries of weaker econo-
mic structure could, in fact, see m the imposition of umform supra-
national standards of high level, almost an attempt at industrial neo-
colonialism tending to push their industries on the marginal fringes of the
market, above all, as has been seen, in the not infrequent cases where the
respective capacity for dilution or dispersion of the polluting substances 1s
far superior to those met in the more industrialized countries.

For all these reasons, may seem illusory the healing powers that one
usually attributes to the imposition of a umiform standard on liquid or
gaseous effluents of industrial onigins in relation to ecological purification
and even to the elimination of distortions to competition.

The most realistic and economic approach to the problem must, therefore
be carried out 1n 2 more flexible way, ie. with the knowledge that the
community or supranational regulations to be set out must allow for the
fact that each country has logical situations, ne ies of environ-
mental recovery and abilities of self-punification varying from one area
to the other. Thus, the eventual agreements on uniform standards must
interest—as we shall see shortly—h envir 1 units, that
is to say, the individual water basins or lakes or seas.

Only thus will the future supranational ecological policy proposed by the
European Community grow in credibility and feasibility, mimmizing pol-
lution levels at the same time that it allows a rational and economic use
of resources.

4. Intimately connected to this first problem is, howt‘aver, a second one f’f‘ no
lesser difficulty, namely, how to determine, in a flexible way—the admissible
level of pollution and, as a consequence, the lt;vel of investments in purifica-
tion plant in order to re-enter within the determined standard.

In this connection, once more, the opportunity is underlined of involving in
future regulations single basins or sea areas evaluated case by case Ehe‘ country
(or countries) interested, and establishing, in consequence, the principle tpat
the standards of uniform basins must vary in time according to the e_voh..mon
of ecological deterioration pre-existing; there are several genmeraf criteria to
discuss in this matter: i 3 5

(a) for example, the opportumty to specxfy for each. basm—-sc.a, river or
lake—average uniform standards, that is to say neither too high nor m?
low; .

alternatively, the opportunity to grant pr

[0 d to only supr
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actions which tend to resolve pollution problems of a common basin, or

to those actions which will oppose the export of pollution from one coun-
try to others.

This basic set up raises obviously many problems but it is perhaps worth
remembering that the aim of a uniform’ decision on standards at continental
or World level represents a desirable target which will be reached (if ever...)
a long time hence, and that at present, between the setting of an enticing but
impossible aim and the pursuit of aims which are less ambitious but, neverthe-
less, possible, the choice seems inevitably in favour of the latter. To this. at
least, leads a realistic and pragmatic view of the problem.

This having been said, it is now necessary to see which are the technical
criteria to use concretely in determining the allowable pollutions. In this con-
nection the discussion is still open at World level and the present opinions
are only meant as a simple start to common thought.

As is known. there are in this connection two positions somewhat opposed; on
the one hand, there are those who consider preferable the method of “classifi-
cation™ of waters with a view to their optimum use. With such a method, once
classified, (for instance the different streams on the basis of their use as.dnnk-
ing water, for agro-industrial or resort purposes, or for the eﬁmm?.non of
liquid wastc matter) one should impose for each body of water,’ quality stan-
dards compatible with the alloted function, determining the maximum load of
pollution that such body of water is in a position to absorb. The subsequent
distribution of such “pollution load” taken in total between- the different
users on the coast or around the basin would allow the evaluatxfm of costs to
be born in order to eliminate the waste which exceeds the maximum allotted

quota.

On the other hand. there are those who maintain the usef.ulness ;f 'ﬁﬂtﬁi
rigidly the quality criteria of waste waters before they are discharg 111;%15
main waterways. in the sense that such waste must never carry pouutxf%n e
higher than a certain figure; this is the method of “standards on effiu .

suggested represents
anks to it, could
to the locatioR
ter mass with

From a theoretical angle, the first of the two methods
perhaps the ideal condition for industry in the sense that. th:
be known beforehand the obligations and the costs concequent
of a new plant depending upon whether the one or the other wa

different classification, is used.

shown, such an ideal situation can"fies It;ze. 1'151;
N ] . 1o e .
—at least in the case of countries already adv anced md;smaﬂy a_;i, prodmmnuctive
at the potential stage of realization 1f‘on1y bec;ause ?mil:asses ey
conditions already existing and which discharge mio wa erq asses o fividon
so dense and numerous as to render merely formal the subseq

However, as has been amply
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and consequent unitary and global control. In the contrary case, the situations
would be suc_h as to prevent the siting of new activities unless this be done at
ruinous cost in comparison with competing enterprises already established.

A quality standard on effluents applied generally and rigidly represents, on
the other hand, in its turn, an excessively restrictive criterion which may
carry serious but not always necessary burdens for the industries which may
be compelled to settle in the vicinity of water masses requiring high quality.

As is almost invariably the case, the best solution is probably to be found in an
interim stage between the two extreme positions mentioned earlier in that
standards can be fixed for quality of the effluents which are extremely ngid
for certain poltution factars {the toxic ones in geperal, the radio-active ones in
yparticular}, and more flexible standards may, instead, be used for the other
pollution factors (muds and organic matters). This, of course, should take
into consideration the existing degree of dilution and, above all, the best use it
is intended should be made of the water mass 1n question.

Qbviously, these considerations also form one more element against the argy-
ment of a uniform level to be imposed supra-nationally.

In the light of these considerations, this may not be the way to develop ana-
Iytically the definition of threshold values to be applied for the protection of
waters within the limits of a pre-fixed standard; in any case this is an argu-
ment which is outside the scope of the present report *

What is probably more important at present is the choice between one method
of control and the other. It is at this level that it is possible to develop correct-
1y, on this occasion, a general di ion on the pr y study for the
forthcoming World Conference to be held in Stockholm.

5. The problem being set as regards method, it remains to be seen how it is
possible to avoid the distortion to competition which necessarily follows the
application of regulations not uniform in time nor 1n space.

There is no doubt that such distortion could arise because of a different sharing
out of expenses for the fight against pollution or, also, because of the different
levels of pollution allowable or, finally, of indiscriminate exploitation of more
favourable geographical conditions.

9 In this connection precise courses of acthion have already beea expressed in Itaty, circular of 2nd October 1971,
No 166 of the Minustry of Health has been sent 1o slt Provincial doctors, also to the Regons, and & proo-
pectus indicating the threshold valucs to ose in the measuremeat of pollution of :ﬂuen.u- This
prospectus on which industry bas shown some reserve aleq for the arbitrary apphcitiony which have
ooqurted n certan cases, Wway fnspired by ibe morc analytical one of 1970, by the .Ffd(m.rianl
(ltahana} delle Associazion! Scientifico-Technice ~ FAST. Moreover, Pﬂh:menE ] du:mn: the pro-
Ject of Jaw 695 seitng out Bew “directions regarding protectica of waters™ which pPresumably should
1nciude the prospectus regarding the threshold Jevels in question,

g3
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At this moment the problem is the one already touched upon previously, ie
wh_ethcr it is on pollution itself that it is possible to oppose and demoﬁsﬁ the
serious distortions which, in fact, favourable geographical positions or advanced
productive structures permit certain industries to achieve as compared to others

]oca.tcd further away from the large markets or using obsolete plant and
equipment.

We do not believe that an action tending to render uniform the costs of in-
dustrial depuration in continental or intercontinental areas is in itself capable
of restoring full competitiveness.

We are greatly concerned, on the other hand, to establish possible measures
which prevent. in all cases. the continuous attacks on the health of man and
nature that could derive from fragmentation of experiences hitherto carried out
or from the lack of any intervention whatsoever in this sector.

On the other hand. the fact of having already suggested supranational actions
common in every case, in which—within the same basin—minimum standards
can be set, or in those cases in which the pollutions of one country is exported
is already an important step in comparison with a complete lack of any coor-
dination or of no action at all.

On a short and medium term, it is possible that the policies of intervention
suggested above keep alive situations of competitive disparity which already
exist due to heavy incidence like other meta-ecologi?al facto;s.'It is also true
to say that our suggestions do not reach the conclusion that it is necessary to
let everv country do as it wishes, but to the need to compel each country to do
somcthfng; if nothing else. this will tone down and not emphasize eventual

disparities already in existence.

In this connection. it is possible that international cooperatiqn cquld do fgar
more than has been done hitherto in other sectors, bearin.g-m md that lcril
each country the top priority objective is preservation of citizens’ health an
not only that of operating on an abstract economic level.

It is not excluded, in the days ahead, that on a supranfltional Ievelas?lrlr:
minimum standards could be adopted which eventually bring closer ’[t;_i:sewﬂl
the various functional costs of depollution peculiar to eaf:h countr.y. i
be possible. however. only when all _couptries of the continent have T
common minimum level of industrialization.

ug-

In substance, the danger still remains that the ﬂe{ziple measur;s ;vz :na:eens e
gested may cause relative distortions m c9m.peuuons and,h tha; g thezdinger
consider in all its importance. But, whilst it is arguable W] ceI er e gl
deriving from so flexible a regulation is decisive as compare:aI oothat’ vt
more relevant factors of distortion, we would like to stress als

i mei i imination of dis-
ways, the aim of ecological purification coincides with the eliminatio
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tortions in competition. In saying this, we notice that the most intensively
possible pursuit of the first aim—under conditions of varying limited resources
and ecological situations highly different from one country to another—does

not allow to carry out to the best advantage the pursuit of the second and
vice versa.

These are, perhaps, the elements to introduce at the immunent World debate
in order 1o smooth national attitudes which are some distance apart and to
settle States’ interests so binding in one sense or the other, whilst being aware
that the European integration can be the means of a “dialogue between con-
tinents” which is realistic and well balanced.

In other words, it is not intended that things should remain as they stand nor
to expect that there be an i g in the i diate future on a
uniform set of regulations on a2 World basis. But one must start a closer link of
the various situations by means of 1nitial interventions that compel all coun-
tries situated around the same basin to do something in a uniform manner,
taking into account the degree of pollution which already exists.

On the other hand, one has to deal with the quality standards of effluents, and
apply very strict measures for the toxic ones and—at this specific level at
least—it is dufficult to believe that supranational solidanty cannot reach a fair
and enforceable agreement.

6. As concerns the more limited sphere of the European Community, I per-
sonally believe that the common regulations to be defined in the ecol?gical
field must be inspired by the general philosophy of the Treaty of Rome 1‘n‘1hc
context of which, the care to eliminate every possible distortion in conditions
of competition, is always seen as an instrumental requirement to be.rcc.on-
ciled through appropriate procedures with the pursuit of the general obje.ct_lves
of community integration. These lines are particularly evident in the provisions
relating to aid from the states, aids which, although hit by a prohibition of
principle, are in fact subjected in a large measure to a simple pmg:(?urc 9{
previous authorization on the part of the Commission Above all, this is vah.d
for that which concerns objectives of balanced expansion, also from a terri-
torial point of view which the Treaty explicitly aims at, and which the mere
automatism of market could not allow to achieve as the historical experience
of industrialized nations clearly demonstrates. The policy of prior au(hongz-
tion of aids must be seen, in fact, as an instrument given to th.e comn.mm_ty
institutions in order to oppose efficiently the tendency to glorify tcmtopal
imbalances which market integration tends naturally to emphasize An ecological
set of regulations differentiated according to the poll.ulio.n Jevel reached by
single geographical zones considered in their natural unity, independently from
political or administrative borders could undoubtedly come, even .xf mdfrccgly,
within the scope of a community regional policy, as a re:uimm to mccmlv?:’mg
or desincentivating effects which it could produc? in the single zones const e]r-
ed, It is clear, however, that a perspective of this type seems acceptable only
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in the measure in which it allows for the community institutions the availabili.
ty of instruments capable of exercising a real control on the general conditions
of industrial and urban development in the areas of recent industrialization,
even with a view to avoid, at a Jater stage, situations of ecological crisis similar
to those it is proposed to obviate elsewhere.

In other terms, the problem of a community discipline must be seen, in my
opinion, in the general perspective of the coordination between the develop-
ment policies put into effect in various forms by Member countries and the
general objectives defined at community level by the programme of economic
policy on a medium term. The possibilities to compare conditions pertaining to
competition in the Common Market cannot, in fact, be considered abstractly
in this or in other regards as a result of a mere effort of legislative harmoniza-
tion, but it must be reached through increased political coordination in the
context of institutional evolution imposed as a result of a real economic and
monetary union.

III—POLITICAL ECOLOGY AND INDUSTRIAL STRATEGY

1. The principle being accepted that future community and supranati?nal
policies must tend, in a first phase, to issue common and uniform regulahofls
relating to single basins and that, in any case, a clearly formulated and deta'xl—
ed control of quality must operate on standards of industrial effluents (strict
where toxic effluents are concerned, flexible for muds and organic substances),
it now remains to be examined—in the second part of the present report—
which are the foreseeable repercussions of these measures on the future

industrial strategy of our countries.

Amongst the various possibilities there is the main one of increase in CoSts tgj
investments and operations of each industrial activity consequent upon b
necessity of installing purification plant which reduce effluents of every

tory within the limits established by the quality standards.

This increase in costs has been estimated to average 8-10% of the ait:ra;}
investment costs. Obviously, the amount of such adc_htmnal costs mgg o
according to the process of manufacture, to the quantity of waste ;Ioe e
with and to the suggested flexible regulations. It is, .ho_wex{erz pc;:sm e o
that such additional cost will remain, in general, within hn:ut;;1 arbe o
those mentioned earlier!® and that the increased cost can anynow

b talian Istituto per la I rogrammacsione ECO"Dm!Ca ‘ISPE has recent i tions for
1 el Iy esnmaled lha! interven!
. ) "1975) Colﬂd lﬂvolve a

i 7
depollution which can be scheduled in Italy for the second five-year pex;ods(zlg nilu o ontization
total investment of the order of | 200 milliard lire on top of about a further

d the operation of plant already installed. . has concluded that
?:: estima:;ng the probable effect of such additional costs o? thedtiégl: ;ﬁmhisiickft o 8 20d 3%
by 1975 there would be heavier charges in the internal costs ol pro industry, oil and ceal

i tion are the heaviest (chemical :
this would apply in sectors where the costs of depolluti e e e e soreats fn coss ot

by-products and non-metallic-manufactures). In the otlher in o e el below the Soure
be even less. Even with the usual caution where such estimates are expressec,

of 10% mentioned earlier.
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later on in f. ; ion of fnr ¢ ble installations for purifying treatment pro-
cesses in addition to various fiscal and incentive reliefs granted to industries
concerned.

In the end, and still with reference to a concrete proposal of suggestions to be
made at the imminent World Conference in Stockholm, a set of incentive or
relief regulations could be provided for which come close to the various national
situations; these would place the burden upon the more industrialized states
to act where their industries are concerned, and set up simuitaneously a world
fund for similar application of incentives and reliefs for industries of develop-
u;g nations also required to be equipped with depollution devices for their own
effluents.

At this point we are obviously facing not a technical but a political proposi-
tion. Nevertheless, we are convinced that such proposition could find a less
difficult acceptance than could be thought possible today, at least to the extent
that pollution does not know, nor respect, the traditional political and ad-
ministrative boundaries. !t

2 Another factor to be considered is the probable fall in some manufactures
also the gradual disappearance of other products of substitution in order to
prevent emission of toxic elements or of goods not wholly consumable and
which are the source of soil and water pollution.

(a) This topic concerns mainly the packaging sector (see table 1).

The major expansion in the use of containers, especially those made of
plastic material (polyvinyl chloride)—practically indestructible by tra-
ditional methods of treating solid waste—has, up to now, meant that in-
cineration was the only possible solution for their destruction. In the case
quoted, even though the plant fulfills jts task of disposal, new ecological
problems arise through the release of smoke with 2 high percentage of
hydrochloric acid; these problems cannot always be expediently resolved
by more advanced plant treating smoke itself.

1t is, thus, foreseeable that in future it will be necessary to use substitute
products which can be decomposed through action of atmospheric ele-
ments or by bacterial action or, at least, products with a Jimited poly-
vinyl chloride content; it is to be hoped, in this respect, that there will
be scientific research on a World scale.

A return, otherwise, to traditional containers using cellulose as a base ap-

11 There are numeous wstances of ttus: the German Rhine pollutes Holland causing serious problems. The
Dutch draw dady from the Rbine numerous samples of water which gre pven gaschromatographic tests
and are analysed for trace elements after a concentration process. Recently, the Dutch have heard from the
Germans that 10 kilogrammes of one of the most powerful pesticides were discharged in the Rhune datly;
these reached Holland, As regards aur, the Ruhr in Gennany pollutes air with SO which falls back on
Sweden where d asasolution one dih of sulphunc sad. There are practically
no hmits to atmospheric poltution (Frem the report of Manai Bettolo preseated at the hearizgs of the
Ttakan Chamber of Deputies).
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pears to be an incvitable choice, even though it may be difficult to impose
regulations of this kind.

(b) There is, moreover, the problem of reduction of atmospheric pollution
f:auscd by emission of fumes by over 250 million motor vehicles circulat-
ing in the World today. This is a problem for which the best solution is
now being sought and is being discussed on the basis of the possibility and
convenience of reducing the pollution factors produced by engines as
designed today, or eclse, to replace traditional internal combustion en-
gines by others of new conception: accumulators or heat exchange bat-
teries.

In the face of this problem it is highly likely that—at Jeast on a medium
term basis—the choice will have to go to the first possibility, that is,
cither by a drastic reduction in the use of anti-pinking petrol containing
lead, or with noticcable changes in the chemical composition of petrol. In
any case, the technical propositions put forward in this connection for
some time past, lead one to foresce for the next few years a noticeable
increase in the purchase price of vehicles equipped with anti-pollution
devices (higher by at least one-third compared with current purchase
prices): 1 likewise, it is possible to foresee increase in running costs as a
result of the entry into thc market of vehicles equipped with electric
traction.

Even with these views, however, the motor industry—vehicles and the
petroleum industry linked to it—face heavy problems of reconversion and
adaptation: these problems should not be neglected when laying out enter-
price stategic projection, despite the impossibility for these industries fo
count—at this stage—upon clear and responsible regulations for their
future programmes of reconversion.

These considerations lead to the hypothesis, worth some thought, of a re-
consideration of the relative level of prices of a means of transport such
as the motor car, causing a high degree of pollution, with the consequence
of reducing considerably, in future, the rate of increase in private motor-
ization, in favour of a vigorous revival of public transport. A devel‘mpmfmt
in this sense could, in itself, contribute towards checking the 'deterlo_ratmn
already existing in the ecological sphere, even if it 1s not possible to lgm;:
the grave economic implications of a matter of such zmportanc.e, mfrfh's
tion to the strategic function actually carried out by the prqductmﬂ oi 1t

type of capital goods in the face of general economic expansion. sucts:

(c¢) A third problem of replacement concerns synt}'letlc fietefgent pro for.
not so much for the aspects assumed through dispersion n waterbats.tute
their toxicity also in regard to the current pressing request to S‘ithls of
actual productions of the “ABS” type of branched structure by 0

the “LAS” type.

. . . s orati
There are strong possibilities, in fact, that intermediary biodeteriorating

; ember 1971) in
12 Recent press conference of Chairman Agnelli on the eve of the Turin Motor Show (Nov

this respect.
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products can give rise to toxic effluents of a kind which is not yet well
known nc}' specified; this is, therefore, a sector still open to investigation
and experimentation even in the perspective of necessary substitutes,

A later problem concerns the substitution of substances used today in the
agriculture sector, such as chemical manures (which, washed away by
rains, are carried into water courses, reaching the stratum) and, even
more, the so-called pesticides—weed killers, insecticides, anticryptogams—
whose use become increasingly frequent and indiscniminate resulting in
direct pollution of strata. These substances are toxic to men and animals,
even in very small doses (so small as to escape every analytical control),
thus, along with the search for substitute produets, regulations and stricter
controls to limit their use are foreseen. The problem is all the more
serious 1n that, as is well known, these toxic substances tend to con-
centrate increasingly i the successive phases of biological transformation.
Relatively modest 1n the plants treated and mentioned eatlier, these sub-
stances are to be found 1n larger quantities in animals which feed on the
plants and reach a maximum 1n the carnivorous which, in their turn, feed
on the latter, as for example the predatories, thus severely compromising
fauna with the tendency of extinction of certain species, so compromising
the delicate biological balance.

As regards surface pollution due to thermo-clectric stations (they load
heavily the total emussion of sulphur oxide), the way ahead is certainly
still a long one; it involves the study of use on a large scale of substitute
“clean” energy (natural gas, nuclear or, even though some way ahead,
solar energy or energy derived from tides)

Meanwhile, one must look towards the construction of thermo-electric
stations equipped with plant for the destruction of ashes and the retention
of sulphorous oxides, also for control 1 the build up of smoke clouds (the
“Lidar”) whilst realizing that there do not always exist processes suf-
ficiently tried out and of acceptable cost to maintain the price of energy
at current prevailing levels

If nothing else, this implies a foreseeable ulterior factor of increase in
internal costs of prod for all ions using electric energy.

d,

=

(e,

<

3. Along with the necessary processes of substitution, industry will remain
interested in ecological policy involving modifications in production methods,
at least those which cause pollution of soil, water or air prominently and
consistently. Al industrial operations must be re-thought; metallurgical ones
(to reduce sulphur oxides and other sulphurous compounds, metallic oxides
and carbon oxide dusts); factories producing paper, cellulose and artificial
textiles (1o reduce sulphorous hydrogen, sulphur oxide, carbon sulphide and
xanthogenates); the cement industry (to reduce dusts rich in silicates); fac-
tories producing sulphuric and nitric acids (to reduce sulphur oxide and nifrcv
gen); plants producing superphosphates, fluoridric acid and electro-chemical
aluminium (to reduce fluorine and fluorides); the less important producers
who use ic esters (p ides) or emit organic residucs (slaughter-

1
phosp
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houses and tanneries). Under each of these headings of possible intervention,
rescarch and experiment arc in progress on a World scale. The end result
could lead to considerable innovations in production processes used up to now
with foresceable increases in unit and total costs and, therefore, with the

conscquent transfer of such a major burden falling upon internal and external
prices.

4. Finally, whist it is obviously possible to foresee that the future ecological
policy will show undeniable and concrete advantages to manufacturers of de-
puration plant or those companics responsible for their planning, ¥ I would not
disrcgard the present possibility of foreseeing in such a policy a pressing
stimulus to different siting of existing installations.

If we refer to an opinion expressed some time ago by Pelletier,” we can, in
turn, assert that an cfficient help to dilution of industrial polluting waste fol-
lows the possibility of specializing industrial zones on a territorial basis, away
from residential oncs, taking into account a multiplicity of factors in the loca-
tion of the former (predominant winds, existing water resources, possibility of
carrying out common depuration . ..). This seems now preferable rather tha'n
saving a few isolated green spots in the midst of large pollutt?d zones (as is
frequently the case); to scatter amidst large wooded regions remdgntxal groups
and industrial zones, thc ones connected to the others by fast lines of com-
munication. But town-planning solutions of the macro-territorial.types are §t111
an clement of integration and not unique in the sector _co'ncergmg ecological
recovery, not being always evident because of the missing “large wooded
regions” mentioned earlier.

Yet, it is clear that these solutions can mean a precious support; it.is therefo:s
useful, if not indispensable, to prepare a regional c(?mmumty p(_)hf:y $O a;ess
safeguard and improve environment, to put in valufz its character1§txc, tos o
the trends of territorial specialization of the “ha.bx.tgt” and to dﬂutf:—mnow
largest possible measure—concentrations of activities and populations

located in restricted areas.

In this connection, the latest aims of the Euiropean Commxssmnls. a;;p:a{r) ntoﬂzz
most interesting for their high grade of realism and cpncretex:fes;sl, (e:ns s’y O eses
subject, it may perhaps be possible to express some informatio

useful for the forthcoming World debate of Stockholm.

: i r most
Nevertheless, I would like to insist particularly on the result of ou

only 120 are equipped with depuration plant

unes y
13 Consider the case of Italy where, of about 8 600 communes, L e e laions for the depusation of

for treating dirty waters; of these, only 32 have complete and e

liquid waste .... ) - 1y 1964,
24 O‘:)im'on expressed at the European Conference on air pollution ; Stra;bourtg!, e.'; Viyr e HI050-3/71 -
15 Sec the First Communication by the Commission on Community policy o

p. 20 et seq.
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recent national experience, that is to say on the importance that—with a view
to obtaining a thinning of present industrial rations—the bined
effect of large infrastructural works causes, and of the policies of particular
incentive for industrial siting in the more depressed agricultural zones.

Indeed, in most cases, the stimulus to decentralization of industries from con-
gested areas to outside ones brings inevitably with it the burden of additional
costs to the firms wishing to transfer in that they are required to move away
from the large supplying or ing markets (sc i several hundred
kilometres as occurs in Italy for the move from the north towards the south);
they are denied the choice of location between areas insufficiently equipped
in primary and secondary urbanization, serious busi problems arise in the
search for professional ability and intermediate contractors, these being avail-
able only on a very reduced scale where agricultural countries are concerned.

And yet, in the face of this kind of difficulties (sufficient in theory to deter
any voluntary decentralization), the Italian experience after a decade of
observation shows now that the combined effect of transport infrastructures
and territorial incentives has given rise to environmental situations sufficiently
favourable for the decentralization of hundreds of medium, large or very large
industriat activities to the south (mezzogiorno).

In this sense, it seems to us that—more than insisting on the problematic
possibilities of pacific co-existence between residence and industry within
urban limits—the future regional community and the national policies of ter-
ritorial readjustment must learn from ecological problems, as far as is ob-
jectively gossible, the big lesson of participating in the dilution, on large spaces,
of productive activities paying, however, in this case the right price in terms
of sets of infrastructures and territorially selected incentives.

5. Set out in these terms, the ecological problem is mingled with the more
general one of the layout of the terntory—using this expression in the most
comprehensive sense—more than the intense urban planning in the narrower
sense, the structural changes to be carried out in the agricultural sphere, the
sets of territorial programmes of industrial development and the coordination
of development programmes relating to physical and social infrastructures.
Like the regional policy, the ecological one must surpass in fact, in the shortest
time, its Jimits of public assistance intervention directed to relieve certain un-
easy situations, in order to become a *modus operandi” of the whole economic
policy. In this order of ideas, the same perspectives of common agricultural
policies which provide radical changes in agricultural structures with a radical
reduction of those employed in agriculture and of cultivated land, impose on
the one hand, the reabsorption of surplus agricultural labour into non-agri-
cultural activities which prevent the present rural flight to continue, with the
consequent exasperating imbal. cven ecological, b city and country
whilst, on the other hand, turning to account forests of large geographical
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areas. The latter measure is justified on grounds of ecological outline, of instry-
ment to conserve a seriously threatened natural patrimony and of the social
clement to assure to the population a greater enjoyment of natural resources
through the setting up of large areas to be used as open parks. From all these
angles, the common agricultural policy could lead to a privileged opportunity
for the foundation of a new relationship between city and country where the
rigid contraposition between metropolis and countryside will be replaced by a
functional integration between the two terms of the binomial, to be recognized
only through a different demographic density.

That which counts the most to our ends is that within the ambit of the ar-
rangement of the territory in the sense we have outlined and the creation of
new employment outside agriculture should disturb the least possible the set-
tling down of existing population with the social and cultural implications in-
volved. One of the fundamental justifications for modern territorial layout js
that of making the choice of locations inherent with industrial development
with such criteria as to not compromise agricultural or touristic vocations of
specific territories, and of encouraging, as far as possible, the establishment
of a close relationship between complementary activities. The necessity to
promote the largest possible diffusion of industrial development requires par-
ticular attention to infrastructures which must anticipate the demands, thus
ensuring efficient incentives for decision to invest by private operators.

IV—FINAL CONSIDERATIONS

At the end of this expose—necessarily synthetic—of the prol.)lexr.xs aqd perspec-
tives, we would, in concluding, hint briefly at the finan'cxal implications of
such a programme and the actions and collaborations which the}f seek—on 2
national, continental and World basis—in view of its gradual pursuit.

1. As concerns firstly the financial implications, we must recall.that t!l?
total cost of the various ecological recoveries assumes now in each mdu;,tnaf
country a very high financial burden which can be valued in thousands O

million dollars. ¢

It seems, nevertheless, undeniable that the cost of depol[qtion Sho'UIddaI;fveii;
in time, progressively inferior compared to tpfa economic benefits . eer o
therefrom to national or supranational communities, apart from any o

sideration of compulsiveness of such task.

irotti i ilan i er 1971,

16 The latest ENI-INVEST enquiry, results of which were given by.Ing. Gu'om8 in M:a::v :;f;gvseg::nd Pl

established for Italy a global depoflution cost valued for the peno.d 1970«-;9 Z at "euﬁon T e USA mot

milliard Lire. Other recent estimates mention an expenditure requirement for e;};;itam D O e ard for
ot inferior to 11 milliard dolars yearly, of 2.5 milliard dollars for that of Great

France.
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In any case, bearing in mind the necessity of putting into practice national
programmes of depollution on all the main atmospheric, water or oil effluents
without causing serious repercussions to internal industrial costs (and therefore
to the price system) and on public finances, it will be obviously necessary to
establish a schedule of intervention policies based on the following criteria:

(a) Privileged and guaranteed credits—on a medium and long term basis—
to firms and local corporations which put into operation purification
plants. These credits could be studied as an incentive to the speed with
which the investments in question are used, therefore, related proportion-
ately to a volume of investments gradually reduced with the years.
Contnbutlons in capital funds (i.e. non-refundable subsidies) to mu-
lities and, if y, to certain enterprises selected on a ter-
ritorial or sectorial basis (for mstance small size ones intending to put up
common installations).
Fiscal reliefs (intended as deductions of annual taxes on profits by a por-
tion of the investment in such mstallations in addition to the normal
depreciation allowance) for allowances, reduced gradually, on the addi-
tional investments involved mn such plants.
Charges 1o all polluting plants of the respective running costs in exchange
for fair and recent contributions which would go instead to the municipali-
ty (sewer systems, incinerating plant and water purification of common
interest etc.).

(®

<

(c

<

«

In the absence of an appropnate contractual rule between the sources of pol-
lution and the polluted , the £ ial system it is proposed to set up 15
that of makmg internal m the calculations of operators—aimed at the con-
venience of single operators—those costs which are rightly defined by Von
Mises as “external”,!” whilst trying to level as far as possible the beneflts and
social costs d with polluti and to the ive inter-
ventions of depuration. It w11] probably be 'y, in such a perspective, to
link the proposed taxation on polluters with the introduction of not sym-
bolical prices for the use of some resources, i.e. prices such as to reflect the
scarcity of these resources. This is especially valid for water consumption
charges and solid urban waste disposal.

In conclusion, we express the conviction that it is possible to finance inter-
ventions in the depollution sector, by making 2 joint appeal to public finances
(for distribution of incentives based on the indivisibility of certain costs), and

17 L. von Mises “Human Action A Treatise on Economics” London 1949, Outside cost 15 the utity Joss
born by an cconomitc agent for physical reasons outside 11s costrol and not compensated by any commerciat
redress, Von Mises maintawns that ., n many countries proprietors of industnes or ralways are not con-
sidsred responsible towards adjouning occupiers for damage mflicted by smoke, soot, nosse, air pollution
excusing such a situation by the fact that, frequently, one does not wish to “disturb’ the industnalization
nor the development of means of transport (the latter opinion 18 taken up by I Cheret in hus book “L’EAU
<t du SEUIL”, Parnis 1968, p 67.
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i t:}xation on polluters in the dual aspect of compulsory depuration
or industry) and remunerative rates on fixed costs of depuration (for
UMCErs).

erning the actions and the degrees of collaboration that will have to
ht for setting up new and more coherent supranational ecological
the analysis developed up to now can involve the specification of the
o proposals:

gration and bringing closer together of national legislations within the
it of a supranational and flexible set of regulations.

'ili be necessary to decide upon uniform regulations for all countries
dining a same water mass (sea, river, lake or territory) in which rigid
dards arc determined on toxic cffluents, and standards which are, on
other hand, included between minimum and maximum values for
;¢ which are not toxic. In determining such regulations for basins,
>unt must be taken of the pollution degree already reached and that
ch is foreseen. Also within the orbit of a supranational general regula-
-must be prescribed, in a uniform way, for the interior of such basins,
system of incentives in favour of the construction and operation of
uration plant for industries and local corporations.

ibution of authority to the Europecan Community institutions for the
tion of controversics relating to the sector and for the gradual bring-
together of the various regulations of water basins, also plans of
imum requirements for observing and controlling the fulfilment of the
lations.

gestions for establishing organisations in each country for the fight
nst pollution, also with a view to facilitate international discussions
cerning projects for the basin or on a larger territorial scale. '

rying out a coordinated rescarch progamme on a community basis
subsequently on a continental basis, to obtain a better knowledge of
ution phenomena, to improve methods and techniques of measure-
t, of interpretation and elimination; to study and suggest substitution
ccessary products or reconversion of industrial polluting processes.

1 programme could start with the setting up (already pro?osed to the
opean Commission) of a European Institute for Ecology with, attached
, a centre for uniform observations and controls. .

1ediate adoption of technological measures for each basin Sn the
s of specific “projects” (as for instance the “Medit.erranea:n”, Nofﬂl
* projects, the “Rhine basin” project, efc.) indicating toxic pollution
ors to be reduced with the method on effluent standard, also suggeft‘
integrated ecological solutions satisfying water requirements of in-
ry, not by drawing it from water-bearing stra.ta, but as sewer water tlo
epurated and recycled in the sewer circu{t with n?duced levels of pol-
n! and, in any case, always devoid of toxic pollution.

.od has already been succesfully experimented with by IRI in the steelworks of Bagnoli (Naples),

. .. i wer,
a need of about 1400 cubic metres of water per hour. Dirty liquids are removed from the s;eﬁrst
| and admitted to the production pricesses; afterwards it is returned, more depurated than a .

politan sewer.
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3. In conclusion, we can assert that the need of 2 community ecological
policy coincides with that of the best use of resources available and with the
rationalization of sector and territory in the subsequent development of our
economies, These objectives could not be reached only as a consequence of
setting up a customs union pure and simple, not only as regards the spread of
development, but as a result of the construction of an integrated productive
structure with particular regard to vanguard sectors, given the importance of
the financial means necessary, where otherwnse would be lacking common
instruments of orientation for technical 1 develop and integra-
tion between public powers and private operators. In this perspective the
ecological policy appears as a necessary link between industrial and regional
policies and it must propose to contribute to the diversified expansion of pro-
ductive activity so that it occurs within the community sphere in such con-
ditions as to promote, not only the general improvement in living standard
and harmonization in the progress of conditions of life and work of the popula-
tions of member countries, but also, to minimize additional costs inherent to
territorial imbalance, whilst increasing the relative efficiency and, therefore,
competitiveness in enterprise inside the economic structure.

All of which involves the recognition that within the ambit of an economic
and monetary union, the problems of equilibrium between the balance of pay-
ments of member states tend, necessarily, to be identified with those of terri-
torial develop itating a cc hensive view of problems related to
development and redistribution of proﬁts which go with their solution. From
this stems the requirement of a community institutional structure politically
strengthened and provided with adequate instruments of intervention. The
ecological problem has, in a short period of time, become known to public
opinion; it has the merit of making immediately understandable the inter-
dependence between the different aspects of an imbalanced growth which the
market integration has experienced hitherto in the community without ad-
equate political counterbalance, and tends in itself to amplify. The increasing
tensions experienced in this connection by countries of immigration are particu-
larly significant in the presence of large concentration of foreign labour,
mainly employed in activities and duties which national labour refuse to fill
and, therefore, excluded from the social life of the host country. These ten-
sions, coming on {op of the ever increasing ecological deterioration, spoil in a
way which is more and more apparent the quality of life in the zones con-
sidered up to now as being privileged and which run the risk of losing, even
more than others, their historical and natural identities. For their part, sub-
urban regions feel increasingly 2 demographic drain which is not compen-
sated by a current of tourists nor by replacements of emigrants, whilst the free
circulation of workers loses its social significance, in the absence of an availa-
bility of jobs “in loco™ that makes of it a free choice and, therefore, a social-
1y promotional factor. Moreover, even industrialization oceurs, sometimes, on
the strength of a constraint in the choice of location i d by ci

outside a rational plan of development of the region mterested and, in contrast
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agricultural or touristic vocations of the districts, because of the frequent
urse to technologies which are outdated and ecologically polluting,

knowledge of these contradictions will tend to make itself all the more
0 as contemporary Europeans acquire the conviction that deterioration in
ity of life, in its ecological aspects as in others, tend to put in new terms
tations interested, in the decisions from which their future depends or
a determined understanding of the development which tends to project in
uture the evolution of the past, without taking duly into account the new
irements. The protest against such aspects by the present labour organiza-
despite political speculations which are built around them, comes also,
rately, in this type of claim and puts in cause the undoubted waste of
an capacity inherent to the present system. All the problems relating to
ty of life goes hand in hand with an insufficient participation by the
elationship between industry and society, underlining the priority to be
1 to a global growth of man, which is the supreme aim of the development

3§88,

necessity to participate and the ever increasingly wider knoyvledge qf a
antial identity of motivations between opposite manifestations of' im-
ice which afflict at present industrial society, make all the more evident
the European character of the problem requires a reply which is really_ to
neasure of the problems. From an ecological aspects,.the recent adhesion
e European Community of the four candidate countries opens favourabl;
sects of the presence in certain of these counFri.es, such as Ireland a.nh
say, of ecological situations which are still privileged, and fo.r the hlgt
e of awareness and technological progress which .c}laractenzes Gre'ztls
in in this respect. A community ecologica}l ps)licy solicits, however, (;)y ld
¢, a direct dialogue between the common institutions on the one han arllu:
ie other, the social partners and local authorities in the search for Sf(l) ’
which can never be definitive but must adjust contm.uous.ly to the who
em and to the extreme and varied aspects of the real situations.
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Ci of plastic in the United Kingdom,
Germany and the USA

Country UK Germany USA
Population 55 300 000 60700 000 | 201 000 000
Consumption of plastic
materials (tons) 1 105 000 2 549 000 7143 000
Used for packaging (tons) 250 000 503 500 1450000
Percentage of the total used 22 17 18
m packaging
Waste (tons) 16000000 | 15000000 90 000 000
Presence of plastic maternals
m waste (45) 1.56 3.35 16

Source D M Sharp “Problems of earth pollution™ London, 1971.
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CONSEQUENCE ON INDUSTRIAL DEVELOPMENT
AND THE LOCALIZATION OF ENTERPRISES
OF THE ACTION FOR BETTER ENVIRONMENT(*)

J.LAOT

We have probably taken a risk by choosing to deal with the subject in this
particular way. We are nevertheless convinced of the necessity of such an
approach and this for three reasons:

(i) First of all Tradec-unionism: we know by experience how much the applica-
tion of Icgislation is dependent on various forces. Accordingly an attempt
has been made in this report at identifying the threshold of Tolerance,
to rccommend this or that formula and to define whether the State,
the cmployers or the consumers should bear the cost of antipollution
measures. In this report we shall explain as we go along, the reason for
acting differently.

(i) Sccondly in order to appreciate “the impact of the struggle for better
cnvironment on industrial development and the location of enterprises”, it
is essential, considering the indefinite meaning usually given to “environ-
ment”, to define our own idea of the word. This brings us to considf.r
more precisely the consequences for cities of an industrial development 10
which the motor car industry holds the lion’s share. .

(iii) Thirdly we cannot ignore the origins of what is now the world’s major
concern: environment. Up to now, nature has been robbed and made. to
sweat like a human being, the workers or the populations of the colonies.
People have died and are still dying because of certain nuisances, but this
has not caused much concern to the conscience of ruling capitaﬁst§. Now
suddenly, environment control becomes necessary but is expensive. To
make this new burden acceptable, public opinion is mobilized. Conse-
quences on industrial development, yes, but motivated by what?

For these reasons, before agreeing to assume responsibility for writing al;d
introducing this report on behalf of the “CMT”,! the “CFDT"”? requested to be
allowed to tackle the more general aspects of the problem rather t.han the too
technical and limited framework proposed. Nevertheless, the tackling of these
general problems still keeps us within the limits of the report to which we

agreed.

(*) Translated from the French
1 Confédération Mondiale du Travail.
2 Confédération Frangaise Démocratique du Travail.
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A last remark: this report is essentially “CEDT”. It was not our deliberate
choice. Owing to lack of time, and taken up by our routine trade-union
activities, we were unable to contact other European trade-unions. Therefore
this report deals with the behaviour of French capitalism in respect of en-
vironmental problems. It does this in a specific way, taking into consideration
the balance of forces existing in France, whilst at the same time following the
general trend of world capitalism. This debate will undoubtedly enable the
gathering of essential information and make for this deficiency.

The first pan of the report specifies what we mean by environment and its
importance in the devel of human indi

The second part concerns the origin of present conditions.

The third question relates to the extent to which there exists the will to really
solve environmental problems.

The fourth will show, through our French experience, our scepticism about
how efficient additional control measures would be, unless power for enforce-
ment were to exist.

The fifth analyses the true motives of the current campaign.

Lastly, we will make some suggestions bearing upon industrial development
and the location of enterprises, for the purpose of improving the environment.

Definition of environment

Should this report define environment? We do not pretend to do so for the
whole seminat and have no intention of imposing our ideas to anyone. But
our approach would be misunderstood if we were not to explain what we mean
by “environment”,

Usually, it means nothing else than conservancy of Nature (given a capital N

for the ), pollution and nui fighting off. One usually doesn’t go
further, It is sometimes a matter of town-planning, but only in the shape of
archi al lities, volume bal etc...

It is 2 clever way to describe environment!. .. Such restriction allows to by-
pass essential fields of action which directly concern industrial development
and the location of enterprises. We mean the quality of living in cities, in
conobation. Yet their ption is conditional upon (at least in France) op-
tions regarding, among others, the expansion of automobile industry.
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To avoid any erroncous judgment, one precision need be stressed, we are set
on technical progress, for industrial development contrary to the case brought
only too often against us. We are set on industrial development aiming at the
quality of human life, at developing their personalities and for that reason
concerned by the subject of this colloquy.

It has been known a long time, but recent human science advancement
demonstrate it even more so today, that building-up of human personali-
ties, their cultural field, are conditional upon the importance and nature of
individual or group relationship, with others, with solid and economical struc-
tures, with objects. Surroundings influence on one’s personality is determining.

Human beings are always uncompleted cultural products, to be built in a life-
long question of dialectic relationship. Each one is a product of the city or the
country, his land, his soil, his family, his social class, his human group. A
child is not born thief, delinquent or honest, he becomes such. To what extent
did many children become juvenile delinquents for lack of cities thought and
built to fulfill their needs, to allow them to express their creativity and exer-
cise responsibilities?

We are aware of stating nothing new, but what is obvious must be constantly
reminded, not to be forgotten and made allowance for in the solutions brought
to new problems. This approach to environment broadens its importance far
more than the actual boom on nuisances for their worth.

In this human environment, relationship with natural elements such as: all,
light, vegetation, space, etc. .. is only one viewpoint among many. This view-
point is important but must hold its place among others just as valuable.
More and more development of conobation compels one to live in surround.-
ings built by men. And we all know to what extent this built up area 1S
dilapidated, fallen victim to choices guiding the use of resources towards the
expansion priorities of industry.

A business group belonging to the French VIth Over-all Planning, .resp.onSIble
for a report on “educating towards tangible knowledge”, was considering the
possibility of such teaching when: ' ot
“the major estrangement in developed countries at least is from now on t .
of the surroundings of city life: exhausting transportation, to and from wor

or to obtain remote utilities, sundry and ceaseless noise, small n.on-evoluuV;
living-space and rigidity of prefabricated city surroundings or dlsmz.ilness 0r
anarchic suburbs, inhuman contacts with “the others”, no lon.ger vﬂlag‘; On
borough neighbours, but anonymous individuals behind the steeringwheel of 2

aggressive car...”.

The group pointed out the loneliness of people in cities (bu.t is one still allow-
ed to call them thus?) built to accommodate manpower and it added:
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“Except in a few ancient boroughs and sometimes in new realizations ur-
banized man no longer has any territory, real roof, secret corner. Life goes by
while expecting and pursuing something else; television, crowds in transit on
roads, searching for the freedom of nomads and rediscovering their laws and
gatherings, or on 2 quest for lost houses.”

Because of this approaching of the problem, the trade-union colloquy CESL/
OE.CMT on environment and life surroundings which met in Luxembourg the
1st, 2nd and 3rd July 1971, declared:
“Prejudice becomes even more impressive, as soon as one meets the conse-
quences of industrialized groups on the psychism of people who live there:
(i) these groups favour first the devel of a technical hity which
doesn’t broaden, but rather restricts man’s cultural horizon.

(i) partial information and undue publicity which are boundless, will manage
to overpass the critical possibilities of man’s mind where they'll entail
dangerous disorders.

(iif) Very often exaggerated proposals of lled cultural plish
estrange man and divert him from the real problems.

(iv) Finally, in our groups balance of men becomes precarious, one needs only
bear in mind the massive exodus of city dwellers towards the country
during the week-ends!”

Consequences for human beings are not only periodical catastrophes resulting
in many deaths (Meuse valley in 1930, London 1952 (and) 1962, shipwreck of
the Torrey Canyon in 1967).

Neither is it apocalyptic situations for the forthcoming decades. It is this very
day, notwithstanding progress realized in the field of health, insiduous attacks
to the physical and mental health of millions of people. By adopting a narrow
definition of environment and by hiding some of the results upon everyone’s
personality, upon society, upon civilization, one thus avoids connecting this
situation to the very type of industrial growth. One comforts him by proposing
as goal, going faster in the same direction, but polluting less. This trend must
be refused and the causes tackled, and to do so, they need being made clear for
one and all.

What brought this situation into being

To act efficiently, it wants acting on the causes. An indication as to what
brought on this situation is given by those in charge of the environment
crusade.

The highest ranking French State authorities don’t hesitate to say that there is
some talk about “creating and spreading some sort of environment ethics
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1mposing upon the State, the communities, the individuals the respect of so
elementary rules, for lack of which the world would become irrespirable .

At other levels a no lesser ambitious definition is given “That will make
Environment Policy a universal humanism.” If the breadth of the spet
provokes a smile, it is nonetheless true that the problem is fundamental. Mo
over this has been written for a long time.

In his book “Technics and Civilization” (published in 1934) Lewis Mumf
describes the falling out which occurredin european society with the birth
capitalism:

“There was an abrupt shifting of interest, from life values, to money assets .
It was no longer sufficient to live from industry, independent wealth wa:
must. Work was no longer a life requisite, it became an important purpose
itself . . . There, is a phenomenon almost unique in the history of civilizati
not a downfall into barbarism by the sinking civilization, but a thrust of b
barism helped by those forces and interests which originally had been at |
conquest of environment and perfecting of human culture.”

This turning point in civilization “The great demographic and industrial o
burst which took place in the XVIIIth century is due to the introduction
coal as a source of mechanical energy, to the use of new means to render
energy effective—steam engine—and to the new methods of smelting a
working iron. A new civilization is born of the iron-coal compound.” T
civilization, this “carboniferous capitalism” will spread its consequences |
human environment and workmen.

“The sudden accession to capital in guise of these huge collieries, immers
humanity in a fever of working. Coal and iron were the hub around whi
circled other society services. The XIVth c. activities were absorbr_id by
succession of rushes, gold-rush, iron-rush, copper-rush, oil-rush, diafnon
rush. Mine spirit earmarked the whole economy and social structure. This pr
dominant working became the type of subordinated industrial mgthod. T]
ruthless attitude, ‘make money’, ‘woe unto the last’ (attitude of mine tushe
spread everywhere. In the USA, Middle-West farms were.wo.rked like co
mines, forests were drained and mined like the ore of their hills. Human!
behaved like a drunken heir. Damage to civilization engendered by the supe:
ority of new destructive and reckless habits remained, whethe'r the s’ourcaa'
energy disappeared or not. The psychological results of _‘carbomferous Caplb
ism: weakened ethics,—wish to get something for nothmg-——conte;npt for a
ance between consuming and producing—practice of sac.king, as if zvaste Wi
part of normal human environment—these results are obviously fatal.

ver : i . Ei
“In this paleotechnic world, realities were money, prices, capital, assets
vironment, as well as Human life was treated as an abstraction.
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Air and sun, because of their deplorable lack of exchange value, had no ‘reali-
ty." Whence, water and air pollution, urban concentration around factories
entailing ‘a reduced social life, an impoverist of intellectual resources’.”

Through this period of capltallsm, “the workman is considered only as a

h mean of T production. Human beings are treated as ruth-
lessly as the countryside. Manpower was a supply to sweat, to mine, to exhaust
and finally cast aside. Responsibility towards the life and health of the work-
man ended with the payment of the workday salary.”

The reciprocal alienation of capitalists and workmen was clear: “In the pursuit
of profit, the ironmaster or the owner of a spinning-mill was driving himself
almost as hard as his workmen. He deprived himself, put himself on short

11 , cut down exp , by stingi will of power, like the workmen
had to do by sheer necessity. The quest for power made the Bounderby hold
life in contempt almost as much for themselves as for their wage-earning
slaves. If the workmen were hurt by the tenet, their masters were just as
much.”

This description of Mumford of a condition marked by the lure of profit and
power, the contempt of human life and nature, is caracterized in his own way
by Marx who shows how capitalism “fanatical agent of hoarding, pushes men
without truce nor mercy, to produce for producing .. .”

These quotations describe a bygone period. But in spite of the progress ac-
complished in different fields, is that one in which we find ourselves now
fundamentally different?

The condition of workmen in the firms is only mentioned as a reminder, since
another report deals with the subject. But to proceed to work, daily becomes
a worse plight. At the present time, in the Paris area it takes usually 1Y/ hour
and often 2 hours to commute. On the average, each workman spends yearly
50 workdays in transports.

And what about the conditions in which this travelling is accomplished? An
inquiry undertaken in 1969 by the Public Authorities points out in figures
what workmen knew since a long time:

(i) at peak hours, the underground is made use of at 100% of its capacity,
when, as it frequently occurs, it doesn’t exceed 110% (7 persons per
square metre, if not 130 % on certain lines (8 persons per square metre
without reckoning the time spent waiting in corridors or on platforms;

(ii) the speed of the metro underground hasn't changed for 50 years (22kph)
and 74 % of its rolling-stock more than 30 years of use;

(iii) buses are ensnared in private cars, their speed limit passed from 13kph in
1953 to 9kph in 1969. Since, it slowed down even more, in spite of dif-
ferent measures taken in the hope of coping with the situation.
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This state of affairs is a burden, particularly to workmen, because real-estate
speculation rages about all the operations of town renovation. By constantly
raising the price of land and the cost of building dwellings, it daily drives out
of Paris workmen and obliges them to live farther and farther from their
working places. .

Long lasting commuting increases. At the present time, there are 3 to 4 peak
hours a day. From now till 1975, there will be S or 6 consider the sponsors of
the inquiry.

Outside the firms, in the transportation directly linked to the work and to the
reciprocal localization of firms and homes, the workmen’s weariness will do
nothing but increase. To the cost of living, hardships, reducing of working
time, is added transportation costs.

As one is inclined to believe, the actual condition arises from the logic of an
ecopomical system based on the frantic pursuit of profit, power, on the will of
domination. This logic is accepted by the ruling classes regardless of the out-
come on nature and human beings, as long as their own power is not 1m-
perilled.

Then a question arises: “may environment ethics”, “the universal humanism‘”
mentioned in speeches, be a result of the work of contractors similar tf) @eu
description given by a booklet of the Ministry of Industrial and Scientific
Development, dedicated to innovation (p. 166).

“But these characteristics are not sufficient. To become Contractor implies aa
unfaltering will to be one’s own boss and to take the corresponding chances.
This state of mind is born partly from the wish to make a fortune, to become
powerful and influent, to show the signs of material success and to attract
consideration.”

If that is the needed state of mind to bring forth innovation, inn'ova.tion in-
troduced as an “industrial imperative”, even if there is further indication tha:
“one of the privileged goals of innovation may precisely be emflronmeﬂ'
control, if the progress of the material surroundings of human beings may
arise from a quest for success of some “Contractors”, the groblem re_malfgs
whole at the level of social relationship, of human surroundings. ’I"‘he 1ne aI
ciency at that level justifies the doubt cast on the idea of a “umivers
humanism” based on the “Environment policy”.

Is there a true desire to solve this problem?

This question must be asked as well, for everybody may notice how much the
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current campaign exploits skilfully and carefully certain sides of the problem,
while forgetting others.

The problem we have discuss comprises two aspects: on the one hand there
is pollutions resulting from production (water and air-pollution by factories
disturbing noise levels for those who Live or travel nearby) on the other hand
there is the pollution and the nuisance caused by the use of manufactured
goods. At the present time, emphasis is not equally laid on those two aspects,
particularly when a question arising on the use of a product touches an im-
portant sector of industrial activity.

Our thesis is based upon our observation as to how the pollution and distur-
bance caused by the increasing use of cars m towns 1s analysed.

This example has been chosen because it typifies at best the lirts imposed for
all aspects of their control by the type of industrial development in which we
are involved.

Air pollution and noise

In France a government business group was entrusted 1n February 1971 with
the study of the damage attributable to motor vehicles, and to develop con-
crete and motivated proposals aimed at rcducing it.

Within a few months it established standards to be progressively enforced on
cars, in respect of air pollution and noise. It underiined the technical limits of
the abatement and the time frame for their implementation. In actual fact,
allowing for expansion in the use of motor-cars, the measures taken in 1972
will allow in the worst cases that the present level of air pollution will not be
exceeded in 1985. As for noise, a car accelerated to 50kph, and starting from
a stalled engine, is still comparatively ncisy.

But the group insisted a great deal on the cost of anti-pollution devices:
*...The economic aspects must be carefully examined. Price increases due to
anti-pollution measures could have tangible side-effects on the automobile
market, particularly as regards the market for smalil vehicles.

1o

... Priorities must be deiermined carefully. Impro in motor
may, in fact, concern performances, safety, comfort, noise, pollution. ..

Each time a decision will lead to an increase in the price of motor-cars, sy by
frs 100 (£.£), a yearly output of 2 000 000 vehicles will be involved and it will
thus cost the consumers an added frs 200 000 000 and the advantages accru-
ing to the public will be difficult to calculate with certainty; furthermore there
will always remain the doubt whether another more rational solution could
not have been made.”
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We may, incidentally, note the trouble taken by the group to make rational
choices in respect of the effects which anti-nuisance devices may have. But
will manufacturers (all represented in the group), have the same concern when
they will be deciding alone the increase in their cars’ performances, and in
advertising these in order to sell them?

Have they any concern for the consequences on the public? What about the
14 705 dead and the 318 582 injured of 1969 or the 67 thousand million frs.,

per year cost of accidents, as shown from Reports by the National Road
Safety Organizations?

Do they take into account the consequences which greater use of motor
vehicles have for the deterioration of city centers, an important matter to
which we shall revert later?

It is true that the price increase of cars acts on the whole market. The group
calculated that a yearly increase of 3% up to 1980, would result in the
number of buyers being reduced by 11%. Does this mean that manufacturers
will cease improving performance?

And what about this quotation of the report: ’

“To apply the proposed measures would mean on the whole, incrc?asmg the
price of the small vehicles more than the price of the large ones, with a con-
sequent narrowing of the range of cars available. The cost increases would
have less impact if the legislation were to allow small vehicles to be ex'tempted
from expensive anti-pollution devices. It should not be forgotten thf:zt in 19'_70,
37 % of the vehicles manufactured in France had a cylinder capacity m.fenor
to 1000 cm? and that such a market must not be tampered with too drastically,
if severe economical after-effects are to be avoided.”

These views are stated frankly, but in another part of .the “sam'e repor; thl{‘;‘
flexibility in the rules was justified because future motorists obliged to 1018
buying a car and thereby feeling frustrated.”

The group concluded by recommending that legislation be progressively 13;
troduced, that research and its functioning be expanded fmd the sharef )
Government financing required by such projects. Mention is also made 0
new, less noisy and non-polluant vehicle in the offing.

At this point, the group considered itself qualified to sul?mit proposfflsni(f):
town-planning and its ideas on sound-proofed ha})}tats. It is howev.cla)lil 'il'is of
cant that it did not question the use of cars in cities, nor the possibiliti
expanding public transport. This however is the real problem.

The quality of life in our cities

. ani-
It seems that citizens and especially workmen are made to believe that hum
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ty is at grips with mysterious entities ... Didn’t The President of the French
Republic mention this problem himself:

“Are not cities, centres and symbols of all civilizations destroying themselves,
and engendering a new barbarism?”

Looking at the matter objectively, the destruction of the city is the work of the
ruling groups which control the economy and politics, who shape it and alter it
to their own best interests. Such groups take no heed when pressed by com-
mittees tasked with the impossible task of reconciling the mounting problems
of urbanization with the quality of social life, the development of green belts
and the immoderate use of motor-cars.

From thss point of view the non-polluant vehicle will not solve the problem.
Parking space will always be necessary as will thoroughfares, as bottle-necks
and traffic-jams and stalled buses will only increase.

Undoubtedly air-poilution and noise will decrease, but the “rest” won’t change.
And this is the most important, not to say the essential point because the
building of social dwellings, the preservation of green areas will be impossible
because of the investments will be needed for the laying out traffic lanes;
this in turn will orient not only the industrial development, but will affect the
standards of life and even civilization itself.

“To conclude this subject, I would quote M. Eisenmann head of the Road Safety
Interministerial Office when he declared, in opening a round-table on “Cars
and City traffic™:

“The fundamental problem lies and I will ask town-planners to state their point
of view in the opposition existing between the city, conserved for bringing
people together, meet and know each other and motor-cars who prevent this
happening, use all the available space, creates broad and noisy streets, as well
as the loneliness of men in their cars.”

An other quotation is from a report, presented by Inspector M. Le Courierec,
to a meeting of civil servants from local administrations on the subject of
protecting populations from the aggressions of modern life held in November
1969 and dealing with modern town-planning:

“There is too great a tendency to subordinate town’s blue-print to traffic re-
quirements even though the latter is a cause of so many hardships for the
population. When city renovation was undertaken, it levelled gld ql.lar.ters
without giving due regard to architectural treasures or to certain bunld@gs
being a heritage of the past. Financial interests and real—gs!atc speculation
being at stake, aesthetic considerations or old stones didn’t weigh much.”

This is quite clear, but far quite different from the previous quotation accord-
ing to which “the city destroys itself.”
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Consequences on the attribution of resources

Another study by the Administration of the Paris area having mentioned the
increasing remoteness of new dwellings underlines the impossibility of mastering
the expansion of motor-car traffic. Looking into the future, it gives examples of
alternatives for the allocation of resources: 1 km or roundabout boulevard
equals one hospital of 550 beds, or a kindergarten for 30 000 children, or
nearly 800 four roomed dwellings. During the 5 years of the Fifth Plan
(1965/1970) the government used up 96 % of its public transportation budget
for the Paris area whilst this same area’s local administration allocated 76 % of
its budget to transportation and the City of Paris itself invested 53% of its
equipment budget also for transport. In spite of this huge effort using up
national income to the prejudice of provincial cities, traffic in Paris and its
suburbs becomes worse and worse. This is true for all large cities.

If one adds that land earmarked for sports grounds and schools had to be used
to build the periferic boulevard which turns out to be inadequate even before
its completion, one may fathom the social consequences of the inordinate use
of cars in cities.

From now on, measures must be taken . . .

These considerations on the consequences of the use of motor-cars in large
cities, and this recounting of obvious facts, will be countered by: f‘You are
against progress, one can’t thwart people’s wishes”. Nevertheless, it is more a
question of forbidding all traffic in the city centres.

The issue is raised in the outline of the Town plan of Lyops. At the presex}t
tempo, the city centre needs three times as many car-parking spaces than 1
actually available.

Was not the same issue at stake, when the Brussels’ firemen couldn’t reachcii
large department-store on fire? More recently in Paris the same problem 0
curred with less dramatic outcome.

Which large city dweller, faced by the mass of vehicles stalled‘ in the stree;;
at peak-hours, hasn’t wondered anxiously what would happen in the caS;E &
disaster breaking out there and then? How many lives would be lost for la
of help which cannot arrive in time because of traffic-jams?

. . d
If such an event were to occur we are sure that p}lbhc opinion “',ouid fie?;;ﬁy
strict regulations, unacceptable today, being applied to car tr;.afflc. s Ot the
impossible to change the present situation now? Everytone is aware o o
cure: a considerable development of public transportation. Experimen
now being tried out: . ‘- 10
“Marseille tried, between the 7th and 27th of October, to ‘bring car traffic
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heel’ by combining a partial ‘no parking’, especially in the heart of the city,
with priority being given to public transportation and with the additional open-
ing of 9 kilometers of fanes reserved for buses and taxis. More than a 1 000
cars were impounded by city services because of irregular parking.

Marseille today has more than 300 000 registered cars and 6 000 000 square
meters of paved roads equal to 20m? per car. The number of cars is multiplied
by two every ten years, By 1980, it will reach 600000, or one car per two
inhabitants, as i the USA. If care is not taken, the city will smother to death.
Those, most satisfied by the experience, were local people using public trans-
portation.

“Buses travelled faster and more regularly: they were coming through every
five minutes on the North-South axis. Journeys were faster and cheaper for
taxi-cab customers. As for pedestrians, they felt at ease in cleared up streets.
On the other hand, the heart of town trad 1 d about slackening
business. The city authorities consider that time must be given for customers to
get accustomed to the new means of transportation put at their disposal.” (Le
Monde, Feb. 11, 1971).

... but are slowed down by pressures from the motor-car industry

However, the motor-car industry is an efficient pressure group. It holds a
determining place in industrial development. It must provide 90 000 out of the
250 000 jobs foreseen, and earn /s of the foreign currency income dunng the
VIth Plan (1971-1975). This industry is sufficiently dynamic not to need any
specific incentives, so the report about the VIth Plan adds:

“Generally speaking, 2 slowmng down of demand on certain markets, due to
threefold reasons, should not be overlooked:

(i) a research for costly solutions to the emphasized problems of safety and
pollution will weigh down heavily on production costs and an expansion
of the market;

(i) the problems of city congestion take on such proportions, and their solu-
tion implies such vast infrastructure costs that the possibilities for market
expansion of the highly developed countries are limited;

(i) competition on foreign markets necessitates a diversification of models,
with consequent increased production costs and reduced eamnings.”

“Public authorities will have to be constantly on the alert, if the automibile
industry is to solve its problems in the years to come, and is to maintain its
place in economic development.

Deeper thinking about the future of this industry in its relationship with
transportation and town-planning policies should be undertaken in order to
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determine preciscly what will be in the long term its share 1 the development
of the cconomy.”

This is probably the reason why more public gardens will be destrayed to
make room for car-parks, and more thoroughfares will be laid out, such as the
onc running along the right bank of the Seine. The subsequent protests reached
such a level that they will be taken into consideration before the left bank
thoroughfare is laid out. As a result costs will be higher but cars will con-
tinuc to circulate. Until when? '

The motor-car industry is the best example for illustrating the limitations of
pollution and nuisance control. Industrialists and government officials admit
the need for rules and regulations but, on the one hand they must bé very
progressive and on the other hand they mustn't imperil industrial development
as it exists today, whatever the consequences on daily life. And yet, as we'll
see in the next pages of this report: present regulations are not being applied
and the existing guidelines for the location of business firms and the control of
town-planning arc willingly overlooked.

Is additional regulation needed?

The case made for cars in the preceding chapter may be exten.ded to othe;
polluting industries or those whose products cause pollution: airports, foo
supplies, plastics, steam generating and atomic stations, etc. ... )

One thing is alike in each case: pollution and its causes are known: In man);
cases research has discovered the means for control, regulation exists, ... bu
is not applied.

The same is true for the location of factories, that is to say town and ?gunttig
planning. relocating a pollution prone industry means relating it to Iest tefleast
areas. There again, in FRANCE, documents exist but are not used, 2
until recently. The following quotations will illustrate the point:

: s ittee
In a report established at the request of the Senior Environment Com(r:;sible’
Monsieur Rouvier stressed the need for a smgle.: authority to be resp
for applying legislative and administrative regulatloqs:. - com-
“On the one hand, irresponsibility, as defined by civil and penal }llaW,olrSdzﬁng
mon fare; discussion on text drafts seems to be. preferred.ratl?er t far‘:v O i,
the application of existing rules aimed at stol?pmg the poisoning 0 econ:mlic
animals or inhabitants; these rules would bring about an efficient,
and immediate control of pollution.”

. : “For an

Another quotation, this one from a report by Monsieur Armand
Environment Policy.”
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“In theory several texts for repressing the degradation of the environment, for
controlling real-estate development do exist and would enable public authorities
as well as collectivities to discipline urban growth. But they are only partially
applied and used, either because fines and penalties are too slight, or because
several escape clauses granted for different reasons reduce their efficiency.”

The reasons for this state of affairs are well known.

On the one hand, the lack of control procedures. In 1969, the Chief-of-Police
of the Seine department stated: “To supervise some 30 000 classified establish-
ments under our jurisdiction, I believe we dispose of 2 Chief Inspectors and
26 inspectors assisted by 23 supervisors.”

On the other hand, the way in which law enforcement is organized. Let me go
back to Mr Rouvier’s report:

“Not only are organizations, devoted in name at least to water and air pol-
lution control, obliged to spread out, divided horizontally and vertically, para-
lyzed by anarchy, but more often—and now running the risk of being al-
ways—they are in the hands of pollution’s natural allies. For only a country
as intelligent as our may be so bold as to allow itself the paradox of entrust-
ing, as far as pollution is concerned, protection to the producers and prevention
to the promoters. Is it possible that ministeries engaged in production find
themselves as it is the case, entrusted with fighting off their own pollution?””

The FOS case is a good example.
“Public powers are fighting, what might be called a delayed-action leading to

nowhere because they are faced by too powerful 2 party, and also, it must be
added, a kind of employ blackmail ly prevails.”

Is the process of change under way? It would be most desirable, but recent
examples prompt discretion. In respect of pollution, let us choose the example
of FOS, and as for respecting townplanning guide-lines, we'l} find out what
happened to the overall planning proposals adopted for the Paris area.

FOS

“I should like to talk to you about a leading problem: it concerns environment
policy. I consider the FOS area in a broad sence, rea:;hmﬂg from Marseille to
the Camargue, as a test for the French environment policy.’

These words were spoken by Mr Jérdme Monob, government delegate for
country-planning and local action, at an information meeting on October 811;
1971, A similar statement was made on 28 january before a meeting of

foreign journalists:
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“I am convinced that the FOS area’s planning, as far as environment is con-
cerned will be a success... The greatest care has been taken in every field,
The steel industry will be the cleanest in Europe. Non-polluting central heating
systems will be binding for all inhabitants. And as far as the power plant is
concerned, the aim is to use only non-sulphuric fuel.”

This statement requires analysis. Non polluting central heating systems are
binding, whereas for the power houses, the aim is to use sulphurless fuel. As
for the steel industry, it will be the cleanest in Europe. The gradation is
significant in itself. Lets have a closer look.

What is meant by a clean steel industry? If this means an industry which doesn't
throw up too much toxic by-products a steel industry is certainly clean. On the
other hand, it throws up large quantities of non-toxic dust. Filtering equipment
exists, and on 25 November 1971 the restricted Council, at the request of Mr
Poujade, took measures concerning “specific conditions, such as the activation
of the most modern anti-pollution methods of control and the pledge t.o m-’
troduce the newest devices which technology has developed in this field.
These decisions are to be compulsory for industrial firms.

The financing of the steel works at FOS has met with unexpected difficulties
however, having been promoted, it must forge ahead. It appears that these
financial difficulties have led the board of directors of SOLMER to cut down
expenses by postponing the introduction of anti-pollution devices.

Steel making also results in the production of large quantities Pf slag and
dross: where will these be dumped? In the countryside? It also involves thg
use of huge quantities of water which is subsequently wastefi, polluteci?;;ll;lt
heated. According to biologists, if water reaches 33°C all I.ife disappears. \ e
ground-rules have FOS engineers to work on? What limits were they given:

The steel works will, by 1974, use daily close to 5 OOOOtons of %I;ilneSt‘E:
quarried nearby. Transportation by water would be possible, provi n%e o
existing canals are brought up to modern standards. However, rc?lpcta o
finance these works is being shown by the Government, anfl a decision (az gen
theoretical, since they aren’t working) of using the existing road haSt. e
made. This means 200 trucks of 25 tons each, passing daily through Mar ‘% "
with the noise and the dust which this entails added to the fact, tha
Martigues, is the greatest road bottle-neck in the whole Department.

Let us consider the power-plant, the main cause of the air pollution.

ill be
The estimate of specialists is that by 1975, 800 to 900 tons of _sulphulrm ‘:"ﬂ tt)o
thrown up into the air by the steam generating stations .and this amo daily in
be compared with the 700 tons which are at present being blown ;1575 Later
the Paris area. One part only of the power-houses will be set up 1n .
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on, dust and smoke from both the steel works and the power plant will mix
the hydrocarbons generated by the oil refineries and the result could well be a
Los Angeles type of “smog”.

When the first surveys were made, the issue at stake was: the prevailing north-
south “mistral” wind, which it was expected would blow everything off to-
wards the open sea. Since, recent meteorological observations have stressed the
importance of sea breezes, carried by easterly or westerly winds the pollutions
could reach inhabited areas or natural parks like “La Crau” or “La Ca-
margue”,

The concern of the population is therefore understandable. A possible solution
would be to build very high smoke-stacks, but this is impossible, because they
would stand in the immediate zone of approach of the future airport.

All this enables one to understand more easily the government’s decision on
25 November 1971:

“To fight atmospheric pollution, the quality of the air will have to be con-
tinuously controlled by a network of automatic devices. This network will
allow instant detection of pollution outbursts due to bad weather conditions.
Drastic measures of control will then be applied.”

If we cast an objective look upon this state of affairs, whilst recognising the

government’s action aimed at reducing all kinds of damage due to local

industrialization, we must temper the optimism of governmental statements.

The will to fight pollution to the end, to see the enforcement of the “very

strict conditions” imposed, in theory, upon the firms could be proven in two

ways:

(i) On the one hand by making public the SCHNEEL report mentioned by
Mr Laporte, local civil governor, when he was interviewed by the maga-
zine “L’Express” (local edition, February 1972). It 1s relevant to link
this report being put 1 the hands of the government and the decision to
set up a network of automatic devices to detect and warn of incoming
pollution, This will “enable us to apply drastic measures of control” on
polluting factories and even, in some cases bring them to a temporary
halt. Large bodies of people aware of the risks could control the setting in
motion of the foreseen measures.

(1) On the other hand by changing completely the supervising system. This is
where we stand presently at FOS:

(a) It is the naval department of the Civil Department of Bridges and
High-ways of the “Bouches-du-Rhdne”, which must approve the treat-
ing of liquid cast-offs in sea water.The Head of the naval department,
is at the same time Director of the Autonomous Harbour, and pro-
moter of the industrial zone; his position is rather delicate.
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(b) The mining dcpartment assumes the same responsibilities for the
other cast-offs. In this department are found men with the same social
and school background as the cngincers and the leaders of the steel
industry. These men are government officials from the Ministry of
Industry the ministry responsible for the nation’s industrial promo-
tion,

(c) The balance of numbers is greatly in favour of industrialists (three
capable engincers at the disposal of the Mines service, for the whole
department). Morcover, these officials are submitted to heavy pres-
surc by the manufacturers of anti-pollution devices. From the new
mcasures they reccmmend will depend the negotiations and eventually
the important contracts, all the more important because this industry
being new on the market monopolics are numerous. The products
manufactured by cach company are not diversified. Each enjoys a
monopoly in its ficld.

(d) Once cnacted, the measures must be made official. They will become
so by a decree of the prefect. Now, the prefect enforces a government
policy which gives the priority of priorities to industrialization. More-
over, unlike what takes place for large town-planning deals, tpe_re is
no previous public enquiry. Measures decreed belong to adminisira-
tion affairs and are not made public. Recently, a township requested
information about the measures decreed.

Manufacturers cried shame: “the matter becomes political.” o

(¢) The decrec made public (and not the specifications which go with it)
its application must be supervized. The supervisors are 1:he samg
people who enacted the measures. Their number hasn’t been 1ncrease
and their inspcction tours, very few, always assured of a long pre-
vious notice. Most of the time, they amount to a meeting with the
board of directors. To behave otherwise, would be considered as out
of place.

By going deeper in the case of FOS, one learns a lot more (social segregazlgtf,l;
delay in fitting out schools, etc.). Essentially, it stresses the .govecll’flm e
major concern: successful industrial expansion, at all costs, including
known overlooking of environment.

The process is clear: ‘ . )
(i) on the one hand, the government helps to the hilt private business to peg
out a new factory; P
(i) on the other hand, belatedly and under the pressure of public opimion,
takes measures to limit the pollution generated by the new factory-
. . in other
The hierarchy in government concerns is obvious: first of all proéuce,ﬁl:; (:mst
words encourage capitalists to do their jop, then far behind, palliate
ranking drawbacks of that kind of production.
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Planning out of the Paris area

The problems of pollution made of FOS an interesting case but it doesn’t allow

adequate appreciation of the of factory location, namely employ

ment and housing. The plan for the‘Paris area has been analysed to this end.

‘Whether Paris should be allowed to grow at the expense of the rest of the
country has been under discussion for many years, since 1930. After the war
of 1939/45, the debate was carried on. After much discussion overall guide
lines to be used for the planning-out of the Paris area were produced in 1965.

In essence it aimed at avoiding that the population of the Paris area (presently
9.6 millior: inhabitants) should increase to 16 or 17 million by the year 2 000,
A nationwide policy was to be developed including the creation of 5 new cities
located between 30 and 40 kms from Paris. These towns were to be located
along two east-west built-up areas following the valleys of the Seine and the
Marne. To avoid the daily commuting from home to work, factories were to
be installed. At the same time, to offset the lack of balance between employ-
ment opportunities and housing east of Paris, new employments were to be
created in that area. Where do we stand 6 years later?

The east-west development axis seems to be in jeopardy. One of the constraints
already existed. The new airport of North Pans (located at Roissy en France)
will provide between 80000 and 100 000 new jobs. A new town (Survillers)
will be built from scratch by private promoters.

Presently, 30 to 50000 dwellings are foreseen. It is located in the airport
disturbance area, the very one where the overall plan foresaw no building at
all. Thus all the problems and disturbance caused by airport noise are deliber-
ately overlooked.

The experience acquired by the residents neighbouring the other Parisian air-
port ORLY, is being wasted. It is true that medical care will be paid for by
the community rather than the promoters. But today, it is common knowledge
that the building of this town not included in the overall plan will hinder the
development of the two nearest new towns, namely Marne la Vallée.

Another development, government inspired, will make the situation worse. A
motorway (A 10) towards the south-west was to be laid out between 1975 and
1980, when the expansion of the new cities would have become sufficiently
dynamic not to be affected hy it. The government by turning to private
contractors for the financing of the project, will speed up its realization.
Among these contractors are real estate promoters, owners of broad expanses
of land originally intended to remain as a part of a green belt. It is now com-
mon knowledge that real estate development will take place along that motor-
way, for no one doubts that the promoters will succeed notwithstanding the
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provisions of the various regulations. Precedents exist in past years when
promoters were successful in securing derogatory rules in order to build in
areas labelled “protected” in the overall plan.

Hence, it 15 possible to foresee a north-south axis of development occurring,
which will affect the overall plan and return to a ring pattern of development
for the area south of Paris what everybody wanted to avoid.

The built up area near the motorway A 10 will spread hke an oil stain and
will tend to become a link between the new city of St Quentin en Yvelines and
Evry. The whole strategy of the master plan 1s at stake. Moreover, as early as
1969, an anti master plan was already being mentioned with regards to the
policy of the Ministry for the Environment.

Another unresolved so far, or at least delayed problem consists in promoting
new employments east of Pans The original decision aimed at increasing the
office space availability in the “Defense” area so as to attract the head
offices of the important companies located west of Paris. This initially implied
creating 100 000 new jobs. However the need to maximise profits out of the
“Defense” deal has stalled, for a while, the creation of new job opportunities
east of Paris. The daily commuting of the east suburb’s inhabitants has increas-
ed by 40% as most are compelled to work on the west side of Paris at “la
Défense.”

The future of the new city of Cergy/Pontoise, is also compromised. Presently
it runs the risk of becoming a dormitory town. The government’s decision of
laying down a line of “Aecro-train” between Cergy and “la Défense” throws
Iight upon this situation.

These examples and the many others available, cast serious doubts as far as the
trade unions are concerned on the usefulness and efficiency of the rules and
regulations applied to location of new factories. The French experiment gives
clear indication of the prevailing interests of real estate promoters, and the
strategy of large firms. The governmental powers held by groups politically
linked to the same interests and having the same notions on industrial develop-
ment, cannot and do not stand in the way.

But bowing to public opinion’s judgement and under its pressure, it cannot
afford to let things pet completely out of hand. The vested interests of capital
is to prevent the blowing up of the system. But captives of their private in-
terests, they are in contradiction with their own class interest and therefore
need government regulations to keep the system in balance. Thus from time
to time the government tries to promote town planning, but if the pressure
from interests that back it becomes too heavy it will yield unless workers rebel
against their conditions of life and take action.
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provisions of the various regulations. Precedents exist in past years when
promoters were successful in securing derogatory rules in order to build in
areas labelled “protected” in the overall plan.

Hence, it is possible to foresee a north-south axis of development occurring,
which will affect the overall plan and return to a ring pattern of development
for the area south of Paris what everybody wanted to avoid.

The built up area near the motorway A 10 will spread like an oil stain and
will tend to become a ik between the new city of St Quentin en Yvelines and
Evry. The whole strategy of the master plan is at stake. Moreover, as early as
1969, an anti master plan was already being mentioned with regards to the
policy of the Mmistry for the Environment

Another unresolved so far, or at least delayed problem consists 1 promoting
new employments east of Paris The original decision aimed at increasing the
office space availabihity in the “Defense” area so as to attract the head
offices of the important companies located west of Paris, This nitially implied
creating 100 000 new jobs. However the need to maximise profits out of the
“Defense” deal has stalled, for a while, the creation of new job opportunities
east of Pans. The dailly commuting of the east suburb’s inhabitants has increas-
ed by 40% as most are compelled to work on the west side of Paris at “la
Défense.”

The future of the new city of Cergy/Pontoise, is also compromised. Presently
it runs the risk of becoming a dormitory town. The government’s decision of
laying down a line of “Aero-train” between Cergy and “la Défense” throws
Ihight upon this situation.

These examples and the many others available, cast serious doubts as far as the
trade unions are concerned on the usefulness and efficiency of the rules and
regulations applied to location of new factories. The French experiment gives
clear indication of the prevailing interests of real estate promoters, and the
strategy of large firms. The governmental powers held by groups politically
hinked to the same nterests and having the same notrons on industrial develop-
ment, cannot and do not stand in the way.

But bowing to public opimion’s judgement and under its pressure, it cannot
afford to let things get completely out of hand The vested interests of capital
1S to prevent the blowing up of the system. But captives of their private in-
terests, they are in contradiction with their own class interest and therefore
need government regulations to keep the system in balance. Thus from time
to time the government tries to promote town planning, but if the pressure
from interests that back 1t becomes too heavy it will yield unless workers rebel
against their conditions of life and take action.
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These examples stress the system’s weak points: Practice does not square
statements of intention, and the political power attempts to shirk Tespons
tics. Here is a relevant text: The Minister of Environment, on June 4th
answering questions of members of Parliament, confirmed the existenc

important regulations to control town-planning and the conservation of n:
but had to admit: '

“It is nonctheless true that it didn’t prevent excessive town-planning,
anarchic and acsthetically open to criticism. .. It is mainly the extensive
rcgard of legislation which scems to be at the basis of the most grie
damage donc to the countryside. Even in the case of areas listed in the goy
ment inventory, the arguments of the officials in charge—I shall give yc
a moment an indication of the means at their disposal—and the advic
local planning commissions usually carries little weight when faced witt
pressurc of urbanization.”

The very Government responsible for the derogations seems to be powe
“faced by pressures of urbanization.”

As if these derogations to the rules were not the government’s own decisi

(a) The planning of the “Défense” district is led by a public concern in W
the government has the lion’s share: the important increase of of
space in infringement of the planning scheme is accordingly, 2 go
ment decision;

(b) the decision to lay out an aero-train between “la Défense” and C
was taken at a cabinet meeting;

(c) the laying out of the Paris/Poitiers motorway depended on the gos
ment as well.

Examples could be multiplied, as several thousand derogations to the 1
occurred. That’s the truth that lies behind the speeches. Then what’s t.he us
regulation, if it is meant to remain unapplied, for want of political will ba
by a forces balance favourable to carrying on these controls?

Useful proposals towards improving human environment, must therefore
towards bringing about the conditions needed for this balance of f.orceS-
forces and the interests of those who stimulated this world campaign for
preservation of nature, must be acknowledged.

This is the purpose of the following part.

Why this campaign?
To analyse the problem industry faces with pollution control,