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Everywhere in the European Economic
Community, the role of employees in relation
to the enterprises which employ them is an
important political issue. Without exception,
every Member State has in recent years either
actually carried out some important reform in
this area, or at least begun seriously to
consider ways of improving the system currently
in operation.

In the Netherlands, a law of 1971 on the
structure of public and closed companies intro-
~duced employee participation with regard to
the appointment of the members of the super-
visory councils of large Dutch companies. The
Danishintroduction of employee representation
on the boards of larger companies in 1973, the
Belgian reform of the enterprise council also i
1973 and the Luxembourg Taw of 1974 instituting
mixed committees for private sector enterprises

and providing for representation of employees on
she boards of public companies underline thc same

trend.. The Sudreau Commission studied the reform
of French enterprises in 1974, and published
a comprehensive report early in 1975.



In the United Kingdom, the Bullock Committee
has been appointed to consider and report om
employee representation on the boards of
enterprises. In Germany, a bill has recently
been adopted which will introduce a new system
of employee representation for companies
employing mere than 20@ persens. Similar
examples can be given for each Member

State. Concise amounts may be founmd in the
so-called "green paper” on employee participatiaon
and company structure which the Commission
nublished in November of last year. So there
is no need to give an exhaustive description
here.



 What should be stressed. however, 1is

: & & o . ; o .
that all theges develooments, which Tzien
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together make an impresSive list, constifyta
clear evidence of the increasing recognition

in all Member States of the inadequacy of
industrial relations systems which fail to
recognize the legitimate interests of employess,
in particular as regards the economic decision
making of large industrial and commercial

enterprises.

Whether it be the 1973 reform of the
enterprise committee in Belgium, the introduction
of employee representatives to the board in
Denmark- and Luxembourg, .ar the conclysion
of collective agreements on the investment
nolicies of large companies in ltaly, the
theme recurs. Employees, in one way or another,
are seeking to influence the economic decision
making of enterprises, and thevr legitimate
interest in doing so is achieving ever-wider
recognition. |

Moreover, in recent years this issue has
clearly become more pressing.



The late sixties and early seventies saw

the start of a period of econemic stress,
initiated by a strong inflationary upswing,
and characterized by an unprecedented
narallelism in the economic development

of all Western industrialized countries.
This period of stress demonstrated that the
economic limits of growth, given the
existing relationship between investment and
consumption - public and private - had been
overstepned. The dramatic rise in oil prices
a few years ago, brought home, in a rather
brutal fashion, the nature of the world and
the economic realities with which the Member
States of the Community must Tive.



First, we were given a clear demonstration
that we live in a wordwhere there are frequent
and radical changes in the general economic
environment, together with strong and rapid
swings in economic activity. To prosper, sven
nerhaps to survive, we must be able to adapt
to such changes and re-establish a more stabie
economic development within the boundaries
imposed by economic realities. This means
more limited growth, increased investments
and the leveling of private consumption,
accompanied for the time being by relative
reductions in public consumption.

Second, it became dramatically obvious
that the European Community, indeed Europe as
a whole, is not lavishly endowed as regards
natural resources. This basic truth is not
changed by the North Sea oil finds however
helpful they will be. We have suffered a
setback in our terms of trade which must be
made up by increasing our exports. Qur
biggest single resource is the ingenuity, sxill
and brain power of our citizens. To prosper
our societies must invent, manufacture and
trade, with each other and with the world.



Over two decades of relative stability
and expansion had perhaps tended to obscure
these realitiss. "

Finally, the aftermath to the economic
crisis has led most economists, including
myself, to predict lower levels of economic
growth than in the past. This must not be
confused with advocacy of zero growth. Such
an approgach is unrealistic, unnecessary and
dangerous. But reduced growth means that
the re-structuring of our economies to mest
the challenges presented by changing conditions
through making the best possible use of our
skills and inventivensess, has become increasingly
important at the same time as our room for |
manoeuvre has been reduced.

The situation may be summarized as
follows. The growth of our economies has to
be 1imited to a certain extent in order to
avoid inflation at rates which are fundamenially
unacceptable. To make up for the losses caused
by the adverse shift in our terms of trade,
the growth which we can achisve must be increasingly
used for investment in export industries. And
we must not forget our responsibilities in this
regard to the developing countries, who, by the
., way, are important customers, actual and potential,



and thereby sources of employment. Other
investments must be made in addition : to
improve the environment, to protect the
consumer, to develop alternative sources of
energy, and other technological advances.

The evident conclusion is that less income

will be available for consumption of a classical

kind.

We should also bear in mind the role
which service industries can play in a
highly technological society which may have
to deal with structural unemployment. They
may provide additional employment in both
the public and private sector. We must be
nrepared and equipped to assist desirable
transformations of this kind.



In the view of the Commission, democratic
societies can meet these challenges only by
involving those concerned in the process of
finding solutions, which most can understand
and accept, even if that acceptance is,
understandably enough in certain cases,
reluctant. In societies like those of the
Community, with their high standards of
education and expectation, the managers @f
gnterprises cannot sxpect to implement
strategic economic decisions without adequately
involving those who will often be most
substantially affected, namely the employses
of the enterprise.



"The alternative is clear : social
confrontation to an unacceptable degree which
may even threaten the democratic foundations
of our societies. JSuch confrontations will
arise in one of two ways : either as an
immediate response to changes which those
concerned do not understand; or as a consequence
of the collapse of enterprises which could not
be changed to meet the challenges of the time,
since no adequate machinery existed for
implementing changes which those concerned
could understand and accent.



fn some ways, the secend possibilify is
the more serious, because the process may be
insidious. There may be few external sigus
of weakness, but the enterprise may be dead
at the core, like those trees which rot from
within and suddenly collapse in a high wind.
Bur industrial and commercial enterprises
must be capable of contimously renewing them-
selves if they are to withstand, as they mus?t,
the high wind of international competition.

The Member States have a clear common
interest in trying to tackle these probliems
together rather than alene, fer a number cf
reasons. In actual facgf it is a necessity.

Naturally, they %&ve to be tackled first
on the macroeconomic level. Far sxample, action
can be taken through a tri-partite conference
of the type which the Eommission of the
European Communittes is at present organizing.
The macroeconomic appreach alene is, however., net
sufficient. No forest with tall trees can
survive without a thriving underbrush. As the
brushwood supports and protects the tall trees,
so sound company structures are necessary for a
healthy econemy. This is an essential part of
the role company structures have to play.



Our proposals concern public companies,
that is, companies which have the capacity to
raise capital from a large number of sources.
Incidentally, this does not mean that we will
not deal with employee participation in other
kinds of enterprises at the appropriate time.
But the present reality is that, as far as
industry and commerce are concerned, the nublic
company is our most important economic instrument.
And whatever political goals some may have, this
will remain the reality for some years fo come.
We must deal with this reality.

The large industrial and commercia! cempanies
of the Community are in competition with each otnur,
and with enterprises from outside the Community.

A degree of convergence in the industrial
relations systems apnlicable to all large firms
operating in the Community and taking atvantace
of the Communitiy-wide market i$ necessary it they
are to be able to compete on broadly equal

terms. As President Giscard d'Estaing has
recently said in another connection, turops can
work as an organization only if its various
countries have roughly similar social ard
economic structures.




In addition, alone, 2 single Member State
cannot put itself on level terms with some
of the problems which exist im this area.
Multinational emterprises have 1o a certain
extent broken through the confines of particular
national laws and practices. They use the
laws of ‘particular States to their best
avantage and by 2 judicious combination of
legal forms achieve a freedom of action which
is not without its dangers. The Member States
will find it easiar to get om level terms
again, if they act together. And they will
find it much easier to act together, if their
basic systems applying te enterprises are
not too divergent in the first nlace.



- Recently, on 28 April 1976, the
Commisston formally agreed on a proposa’
for a directive concerning eonsolidated
accounts for groups of companies operating
in the Community, whether their headquarters
is within the Community or outside. This
proposal, when adopted, will have a direct
and beneficial impact on multinational enter-
prises trading in the Member States. | have
no doubt that the development and adoption
of this proposal will be much facilitated by
the fact that the Member States are already cigse
to agreement on the basic minimal standards
to be applied to the accounts of individuz|
public companies throughout the Community.
The fourth directive, which will probabiy
be adopted in the foreseeable future, constitu® ¢
the necessary firm foundation for the new
nroposal.



The same applies in the field of industrial
relations. The adoption of Community legislation
having application to multinaiionals, for which
proposals will seon be made, will be greatly
facilitated if the Member States have been able
to achieve a degree of convergence as regards
the systems applying to individual netional
enterprises. OSuch convergent development
is of particular importance 1o Communmity
proposals in the course of preparation concerning
groups of companies gemerally, and emnloyee
consultation at enterprise amnd groun leve]
in particular. These proposals relate to
complex problems which can only be splved
satisfactorily 1f the Member Itates have
established basic structures which share
certain common principies.



Finally, the Member States have an interest
in acting together because a-degree of convergence
as regards-the role of employees in the decision
making of enterprises is essential to the
Community's development, and even to ifs
survival. Some Member States are already
some way along the road. They cannot be
expected L to come back. I?
is even hard for them to slow down to aligw
others time to catch up. But unless the
others can catch up, or at least close the
gap, the prospects for the Community are gloomy.
Too great a degree of divergenece between the
Member States, having as it will a direct
effect 'among.other things
on their abilities to attract investiment, will
sersetuate existing econcmic and social isbalanca:
in the Community. A more even distribution
of industrial and commercial activity can
only be achieved if the industrial relations
systems of the Member States are sufficientiv
convergent and effective.



Indeed, there is a danger that the divergences
are so greal that they may 'create strains
which it will be beyond the strength of the
Community to bear. The consequences of such
a collapse, for the citizens .of every Menber
States, would, =s | have already wunderlined,
be extremely serious, especially since

gevery Member State depends for its orosperity
on free trade with each other and the worid,
and a streng common wvoice 1o :ensure we ccan
continue to trade on fair, mdvantageous
conditions. |

So far in this contribution to your
"great debate”, | have attempted in a general
fashion to give a Community perspective on
the issue as a whole. In particular, | have
sought to explain just why it is that 1he
European Commission and others in the
Community attach such importance 1o our
oropesals in this field.



Now, | would like to be more specific
and address a number of -issues which | know
are of particular interest and importance
in the United Kingdow. Among the nurnoses
for which the Commission decided to publish
the "green paper”, to which | have aiready
referred, was to stimulate a sericus debate
not only as to generalities, but alsa as tc
some of the more concrete problems of meinod

and approach.

First, it is sometimes suggested that the
most important element in programmes of smpiav. .
participation is not participation in company
boards, but at the levgls where the emplovsass
are actually emp]oyed':'in the plant and
in the office, "at the operational ltevel’,
or if you like, on the shop floor.



Ne-one indeed can deny the imnportance
of adequate systems and procedures at these
levels. Througheut the Cemmunity, such systeme
have been constructed, though they vary great!y
in their characteristics. In some countries,
the systems are formal and legal in character
while in others they are essentially informal
and an impertant aspect of trade unions'
local organization. But whatever their form,
these institutions are esseatial both for the
employees and for management, if decisicns
which affect employees immediately are
to be properly considered and imalemented.
Even in relation to an enterprises economic
decision making, such machinrery has a vital
part to play in communicating lecal concerns
and ideas to management, and vice versa.
Where such machinery does net exist, it is inceal
advisable to attempt to create it, net lead '
because the effectiveness of emplayee pariici -
at board level appears to depend in part cn 17
existance of effective representative insiitutiun:s
which accurately focus empleyee concerns and
help prevent these on the board frem beconing
isolated.
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~ But mechanisms at plant level are not
the whole answer. As far as the economic 1ife
of the enterprise is concerped, decisions
taken at board level are of strategic
importance. |f employees are excluded from
this level of decision making, not only is there
a gap in the system, but there is a danger
that there will be no confidence in whatisver
machinery exists Tower down. |t will be
said that the real decisions are taken -°
levels where there is no opportuniiy for
employees to influence the process. The “rngs
dures at plant level will be said o bhe =
sham. And ,to be frank, experisnce of %he
operation of such systems, unaccompa: ted
by board level participation suggests tnz”
such allegations may on occaston bz ws 1 found:

{
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|f employee participation in decision-ma:«:
is to achieve anything, . it must be real en
not a meaningless ritual. This requires tha:
it must occur at the appropriate levels. 1hs
operational level is one such level, but o -
the board, sven if, for the time being, artua:
membership of the board cannot be implement=d.
| shall return to this noint later.



Second, it is often stated that in the
industrial relations fisld, care must be taken
to build on the institutions which already exist.
They should be developed taking full account
of their traditional character, and not turne”
up-side-down or undermined. With this general
approach, one can fully agree. Bul 11 shuuid
also be observed that in the field of sgcial
and industrial relations, it is dangerous to creats
legal fictions. They will not soive the rr-hiamg
In fact,they will probably create them.

For this reson, and also because of &
basic belief in the need for demscratic fooitimacy
the Commission has suggested in the green paper
that all systems of participation should embhody.
arinciples which will ensure that smnloyee
renresentatives are truly representalive of
the employees. To this end, it is suggested
that all employses of an enterprise should bhe
able to participats in the process whereby the
representatives are appointsd, atcording is
procedures guaranieeing a free expression of
opinion, and in a way which will afford
reasonable protection for minorities.



These suggestions were made, as | have sat-,
not simply out of a belief in the value of
democratic guarantees for the general health
of our'societieg though that was an impertant
consideration. They were also motivated hy
more obvious pragmatic considerations. !
representative system is not in fact genuinaly
renresentative of the social group which it
nurports to represent, there is a serious
danger that the real problems feit fo exist
within the group will not be properly haniiod
by the system. |f this happens, these orohiens
will not disappear. On the contrary, they -re
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likely to become more serious and to find eipressinn

outside the system, quite possibly in an exnlnsive
and destructive fashion.



I would Vike to add that experisnce in
hie Member States which hawe already developod
formal participation systems shows that irodc
unions do exercise a wital rale in systems
embodying formal demecratic princinies,,
perhaps with the greater force since there ces
be na dispute abiout the credentials of *o=
employee representatives who are chesen -
board. To my kmewledgs, in no Member Sta'c
having emplayee participation im company
boards has it ever been sericusly claimed
by the unions themselves that they have nees
harmed by the existemce of fermal democralis
guaranteeS~&§'r&g@&d&<ﬁiQfﬁﬁ@ﬁ&tﬁ&m:&ﬁ'fﬁe
sydem. Again it shouwld be emphasized that
formal, democratic principles cam be cambire.
with provisions which enmsure that where tradz
unions are orgamized, they will play their
proper rale in the system.




" The third matter | would Tike to discuss
is the question of the relationship betwsen
participation and collective bargaining. It
is sometimes suggested that an expansion of
collective bargaining constitutes a comilefe
alternative to employee participation whether
at board level, or in the plant. In the view
of the Commission, this goes too far. Collert:

bargaining undoubtedly has a vital roie o

nlay. It will continue to devslop thr
the Community, though more in some couniries
and industrial sectors than otrsrs. Wherg
conditions are appropriate, Pt
take place increasingly in relation o tue
economic policy of enterprises, and to the:r
methods of organizing their affairs. This
development may well be stimulated in some
countries by increasing State intervention
in the planning of economic and industria!
development. The Industry Act 1975 in the

United Kingdom is undoubtedly an exampie o”
this trend.
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But, aFﬁﬁuﬂgﬁ¥@u$Ee@£ngﬁharbaiwkn% w1
from time to time cower tapics which come
within the memmail cmmaﬂt@m@@ of a company':
hoard, it has Timitations wiviich, it vould E@

fooTlish to igmare.

First, simce the auwtcome: of the collective
bargaining pruocess depends to a great e:¥er!

on bargainimg power, there is inkeremt var abil

48

in the results. Circumstamces cam arige ! -
can have drastic effects om the bargaining
power upon which am emplowees” erganization
can rely, for example, techmelwmeical change
rendering uncompetitive & whale ramge of
traditional skillis. A good example is ths
electronic revoluwtiam afifectimg the watch and
clock industry at the momemt. Im cimoumstances
such as these, more formal systems and guerc
are essential to emswre that difficult decic or
are made as sensiblly amd as Humarely ag noesito

(=3



- Second, many of the economic issues on
which employees should be informed, consuite:
and have their say are not the sort of issue
which can always be reducsd to a demand in a
bargaining session, let alons inciuded as a
term in a collective agreement. The medium =z
long-term planning of an enterprise containe
vaguer, less predinable elements than thaose
that can be expressed as mattars of obltioo
legally enforceable or not. [Lut in the
Commission's view i% is of paramount imnoo
that the employees, through their represent.
are informed about these matters and have
full anportunity to influence the way in «
the enterprise decides to nandle them.

In sum, employee participation at bno
level, representative machinery at ths
‘operational level, and collective bargaining
are not alternatives. They are necessary
and complementary parts of a comolex whoie.
When properly used together, They have 2
mutually reinforcing effect which one fory
alone would find it difficult to achieve



Finally | would like to contlude by seyirs
that the really important %ask is to make
a beginning at all the righf Tevels, which
must include the board level. In addition,
whatever is done, at whatever level, must
ensure that the real concerns c¢f the emslove.
of an enterprise are properly considered.
Fictional solutions are likely ts produce
fictional results in the short run, and r-z!
‘damage in the end.

If it is thought to Le tmonssibie 1y
employee membership of the board immediately
on a general basis, one pagﬁtb¢iéf?/is the
transitional solution suggesied ry the
Commission in the gre@ paper: a company-izve!
representative body with substantiel righic
to information and consultation 1n the
economic areas Such a system seems to ofte,
the best possibility for working towards
participation in the board itself.

&



As for the systems ultimately to be
constructed, the Commission.has no intenticn ¢f
adopting a rigid or formaiist approach. |
there are other broadly equivalent ways of
implementing what has been suggested in ths
green paper, then there is no doubi that *hs
Community framework can he made sutficienti:
flexible to admit them.

Let me repeat : we face = tuture In
which there must be basic changes n cur
often occasioned by radicai dsveluiments
our economic environment. To mee?
challenges, we must adapt our sociz: struco ro.
in a fundamental way. We must undertake 2
deep-going democratization of cur sociefy.

This does not mean that we shculd abandon 110
principle of a market ecopomy. A market
gconomy, or in any event a mixed economy,

and will remain necessary, because we have

to produce and sell our goods in tha mos"
efficient way. | say this, incidentally
without prejudice to other nolit q
which do not fall within tha subiect-maiter

this spcech.
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- But, though market and mixed ecomemiscs
should remain the basis of our continued
prosperity, the social instrtutions which are
of strategic impertance tc tie operatien of
econamies, such as pubfic companies, must
organized in a manmer which ensures that
proper account is takem at al!l Tevels, of
the human aspects of the yrobloms that we
face. For the skills and abiferizg gf ~uwr
citizens are owr primary ra#sc.ocee n g wo
which is under me ebligatun fo provide o
with a Tiving.






