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Production and distribution of especially the more heavy
processing industry are dominated by multinational product-
ion corporations, and commercial capital hardly plays an
independent role.

From the above it follows that differences in wage-levels
between countries are not an important factor in deciding
the locational pattern. On the ground of relative factor
intensity one would expect this capital and technology in-
tensive industry to be pre-eminently suited for developed
countries, the more so as the availability of a large home
market may be an important basis.

In spite of this, we believe on the ground of various ar-
guments that in the future there will be to a certain ex-

tent a relocation towards developing countries.

In the first place we must consider that the strategy of a
growing number of developing countries is aimed at acceler-
ating the industrialization process. In a number of
countries that have advanced further in establishing im-
port substituting industries, an important internal market
begins to develop, which offers ever more possibilities
for parts of the processing industry. The effect of this
on European processing industry cannot yet be calculated
here. For where continuing import substitution will reduce
export possibilities, a beginning industrialization in
other developing countries may expand these possibilities

again.

In the second place - and more directly related to the re-
location issue - there is a growing pressure from raw ma-
terials producing countries to have their exports pro-
cessed locally. Especially when the possibilities of these
countries to form cartels or use other means of power grow,
the possibilities for establishing export-oriented pro-
cessing industries in certain developing countries will

increase. In view of the growing scarcity of raw materials,
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the industrialized countries might be faced with a struct-
ural raise in relative prices. This will afford the pro-
ducing countries greater possibilities for setting up pro-
cessing industries which will be to a large extent export-
oriented. Already do we observe that a number of developing
countries are engaged in the accelerated setting up of in-
dustries in the fields of petrochemistry, fertilizers,
man-made fibres, iron and steel, etc.. This industrializat-
ion takes place in cooperation with Western MNCs, as these

still hold an anormous lead in technology and distribution.

We do not expect a very rapid relocation, in the sense of

a direct termination of productive activities in the West

in order to stimulate their expansion in developing coun-
tries. The relocation process will be confined to the
margin, i.e., the establishing of new investment projects
will be increasingly located in developing countries. The
implications of this for production in Europe are represent-

ed graphically in Figure II.

FIGURE II

Expected production volume of European processing industry
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The fact that the slow-down of industrial growth in Europe
will increase the existing capacity problems and thus make
it necessary to discard the least remunerative production
units has been taken into account in the above. Internatio-
nally, this will improve the competitive position of Europe
somewhat. There will also be a pressure towards solving the
capacity problems through exports and interfering with
competing imports by way of market-protecting forms of co-
operation. In connection with this we expect that the anti-
cartel policy of the EEC will not be too intensive, as a
number of these products might be characterized as being

of strategic significance for the European economies. Poli-
cy will indeed be aimed at not becoming too dependent on
imports for the provision of these products.

In other words, there also are factors that will hinder a
very fast relocation, and insofar as this relocation occurs,
there will be an attempt to direct it to territories which
are within the direct economic and political sphere of
influence of Europe.

In processing industries we often deal with large invest-
ment projects - in view of the importance of the economies
of scale. This constitutes an additional argument to be
selective in relocation because of the great economic

and political risks.

In recapitulation, one can assume that the effects of relo-
cation in terms of production and trade will in the next
10 to 15 years emerge only little by little, and will mani-

fest themselves after that time in a more exponential way.

The situation in the light processing industries (such as
food processing, paint industry, filling-plants, etc.) can-
not be fully compared with this. Not only do economies of
scale play a less decisive role and is the technology ele-
ment less important, but a major difference is also that
merchant capital forms a more independent factor. This type
of processing industry fits into the process of import sub-
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stituting industrialization in developing countries, while
for parts there do also exist possibilities for exports
to the markets of industrialized countries. In the latter,
especially developed countries' merchant capital will be
actively involved, for example in the field of food pro-

cessing.

The developments for heavy and light processing industries
sketched above have consequences for the structure of the
processing industries in Europe. The heavy industry will
more and more take to products and processes of a higher
complexity of both the technology involved and the labour
required; and will further specialize in a much more ef-
ficient use of raw materials. The rising prices of materi-
als and energy, together with higher environmental demands,
will necessitate new material-and energy saving technologi-
cal developments (a higher degree of chemical integration,
substitution of certain raw materials, recycling materials,
etc.; among process improvements we may mention electro-
chemistry, combustion technology, membrane technology,
biotechnology, powder technology, catalysis, etc.).

For the lighter processing industry we expect a develop-
ment towards the production of goods with a lower price
and a higher income elasticity, for which aggressive

marketing will be important.

B) Semi-finals industry

The semi-finals industry processes elementary industrial
outputs into intermediate products that serve as input
for other industries. Examples are fabrics, leather, fur,
plywood, synthetic products, etc.. This type

of industry covers a vast area, which makes it difficult
to present other than general statements about the ten-
dency of relocation towards developing countries. As for

relative factor intensity it occupies an intermediate
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position. It is neither markedly labour intensive (like
the assembling indystry), nor capital intensive (like the
processing industry), nor technology intensive (like the

specialized capital goods industry).

For two reasons we expect in the future a relocation of
part of this industry to developing countries. In the first
place, it concerns activities which rather quickly qualify
for local production in countries which follow a strategy
of import substituting industrialization. This will espec-
ially have an impact on the export possibilities of Europe.
In the second place we expect a relocation of those parts
of the semi-finals industry that - while not highly con-
centrated themselves - are clenched in between monopolistic
input and output industries. This category will not be

able to pass on raises in costs originating either in the
input side or in the manufacturing process to their clients.
As far as the advantages of the low costs of labour in de-
veloping countries compensate the disadvantages of relocat-
ion, part of the semi~finals industry will begin producing
in developing countries for markets in the industrialized
countries.

Since in the full range of the semi-finals industry the
substitution effect is probably more important quantitativ-
ely than the relocation effect, we expect for the next 10
to 15 years a gradual but limited shift in the structure

of production and trade.

C) Specialized capital goods industry

In the specialized capital goods industries machines are
produced to measure or in small series for other indus-
tries and corporations. It concerns especially the pro-
duction of investment goods such as apparatuses for the
processing industry, packing and assembly machines, other
specialized machinery, etc.. This industry is not so much
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labour intensive as capital and research intensive although
specific parts of this industry may be also labour intensive
(e.g. the construction part). The branches in which these
industries operate are often structured hierarchically.

They are dominated by a number of large corporations which
in their production nake an intensive use of a great num-
ber of small to medium large suppliers. The latter also
perform a bufferfunction to absorb the trade cycles, which
are rather strong for these industries. Merchant capital

hardly plays an independent role.

The contribution of the developing countries to the world
production of capital goods has up to now been marginal.
For the future we expect a limited increase of their re-
lative contribution, especially on the ground of the pro-
spects with regard to the industrialization process in
developing countries, an increase which will be realized
through import substitution, particularly in those coun-
tries that dispose of a large internal market and have
already made progress in the industrialization process
(e.g., textile machines). Fundamental changes in the in-
ternational structure of production and trade in this
type of goods by this limited increase are not expected
to occur, due to the enormous technological lead of
Western industry. Important exports in this field from
developing to industrialized countries are therefore not

foreseeable in the near future.

In our opinion, the most important shifts will occur with-
in Burope itself. The less favourable growth prospects,
together with the need for high expenses on research and
development will necessitate a process of increasing con-
centration. The pressure for this is raised by the exis-
ting capacity problems. Intensifying cooperation between
corporations in this industry is facilitated by the fact
that there is hardly any independent merchant capital; it

is hindered, however, by the occurrence of national con-
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tradictions within the EEC (e.g., ship-building). These
contradictions are accentuated by the circumstance that
most national administrations of the EEC have given prio-
rity in their industrial policies to research intensive in-
dustries. As a consequence, the problems within this indus-

try will have to be solved on a supra-national level,

D) Assembling industry

This industry uses intermediate products and components
for the production of finished articles, which are trans-
mitted through various trade channels to individual con-
sumers. This mostly concerns consumer goods (like automo~
biles, television sets, radios, refrigerators, soft drinks,
ready-made clothing, etc.), although the production of
certain capital goods (e.g., trucks, simple standardized
machines, etc.) may also be put in this category. The in-
dustry often is very labour intensive, relatively little
capital intensive and little to moderately research inten~-

sive.

Among the assembling industries we find branches which are
little concentrated, but in which merchant capital plays
an important role (e.g., clothing, foot-wear, furniture)
along with branches which are dominated by multinational
production corporations (e.g., electronics, automobiles).
The first category is characterized by a very high degree
of labour intensity, using preferably low-skilled labour.
Technological development is rather slow and so is the in-
crease in labour productivity. Economies of scale are of
limited significance as far as productive activities are
concerned. Entry into the sector is relatively easy. The
number of firms is large and many are family owned. Manage-
ment is often rather poor. Wage levels are below average
industrial wages, making it difficult to obtain an ade-

quate and sufficient labour supply.
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In addition, these industries are confronted with an in-
creasing degree of monopolization on the output side. The
retail trade has gone through a process of concentration
and integration, and purchases from these industries are
made by an ever decreasing number of decision centres. As
consumption patterns were becoming more homogenized, re-
tail trade organizations were able to introduce a syste-
matic policy of merchandizing. Once their needs were de-
fined, price became the essential criterion in selecting
suppliers on an international scale. Through direct in-
vestments (including joint ventures) or through commercial
sub-contracting (including sometimes technical assistance
contracts) an important shift in the pattern of internat-
ional trade in this kind of product was originated. Inter-
national competition becoming stronger, the surviving in-
dustries had no alternative but internationalize their pro-
duction also, either by sub-contracting work to firms
abroad or by transferring parts of their productive acti-

vities to low-wage countries by means of direct investment.

It is particularly in this type of assembling industries
that a major shift in the international division of labour
between industrialized and developing countries has occurr-
ed, and it can be expected that this shift will persist

in the future, in particular for those kinds of products
that are not very susceptible to fashion or delivery time.
In other words, in our opinion the developing countries
have a reasonable chance to set up export production with
local capital. It must be observed, however, that these
industries are very unstable due to the high degree of
dependence on both the internationally operating merchant
capital, and the trade policies of importing industrializ-

ed countries.

Under present conditions, the establishment of this kind
of industrial activities in developing countries can hard-

ly be considered as a genuine contribution to development.
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For assembling industries that are dominated by multinat-

ional production corporations the relocation process is

well under way. The instability is somewhat less intense

than for industries dominated by merchant capital,

as the

MNCs set up and spread production more systematically.

Pursuing an European policy aimed at slowing down relocation

of this type of industry is very hard if not impossible,

in view of the international character and the power of

the MNCs.

The above considerations can be summarized as follcws:

Perspectives of

relocation of industries to developing

o intermediate

- low

countries
factor intensities relocation
Industries labour| capital]techn.] natural expectance
resources

Assembling - -/o

Semi finals o o o}

Specialized

cap. goods o o/+ + - -
Processing - + + +

+ high
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5) Concluding remarks

The above presents no more than a very first approach
of possible changes in the structure of international
production and trade in industrial products. The main
agents of change are multinational production firms,
internationally operating trading firms, and govern-
ments in both industrial and developing countries. The
direction of change is determined by such factors as
technological development, competetive relations, pol-

icies of governments, etc..

In Figures III and IV, the major factors of change are
presented graphically: Firgure III applying to an assem-

bling industry; Figure IV to a processing industry.
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FIGURE I THE RELOCATION PROCESS OF THE CLOTHING INDUSTRY
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THE RELOCATION PROCESS OF THE CLOTHING INDUSTRY
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L'extension des échanges PD/PVD et 1l'emploi
industriel dans les PD, en particulier dans

les pays de la C.E.E.

V. Van Rompuy
Professeur K.U. Leuven

Les sections principales de cette note traitent des réper-
cussions pour l'emploi industriel dans les pays développés
(PD) de l'extension des échanges entre ces pays et les pays
en voie de développement (PVD) (1), ainsi que de l'orienta-
tion de la politique 3 suivre en cette matidre (sections 2
et 3). Cette partie est précédée de quelques considérations
concernant les conséquences générales de cette &volution du
commerce international (section 1) et suivie de certaines
observations au sujet des méthodes de travail utilisées dans
la recherche scientifique portant sur le phénoméne en ques-

tion (section 4).

1. Conséquences générales.

Les colts et les bénéfices d'une extension des échanges

PD/PVD pour l'évolution interne des PD peuvent &tre résu-

més comme suit :

(1) En dehors des modifications des courants commerciaux la
nouvelle division géographique du travail entre les PVD
et les PD donne &galement lieu notamment 3 des déplace-
ments ou transferts d'activités industrielles. Dans les
études consultées l'analyse de l'incidence des phénoménes
citées sur l'emploi est limitée aux changements dans les

importations et les exportations des biens industriels.



- en matiére de bénéfices .

. Avantages en ce qui concerne l'écoulement des produits
et l'augmentation de la productivité (économies
d'échelle, spécialisation accrue dans les branches
d'activité ayant une productivité élevée).

Les PVD disposent de plus de devises pour acheter des
biens et des services dans les PD (surtout des biens

de capitaux, technologie, gestion, formation).

. Les salaires et les profits dans certains secteurs,
ainsi que dans l'ensemble le revenu national réel
augmentent. Ces avantages ne sont obtenus qu'aprés
une restructuration des activités. Aprés la nouvelle
affectation des facteurs de production, la stabilité
d'emploi s'accroit et les conditions de travail

peuvent également s'améliorer.

. Avantages pour les consommateurs qui disposent d'une
offre plus diversifiée de produits et qui peuvent
acheter les mémes produits 3 des prix plus bas.
L'accroissement du revenu réel donne également lieu a
une demande additionnelle pour d'autres produits.
(Dans les PVD l'amélioration se manifeste surtout dans
un premier stade par l'accroissement du produit inté-
rieur réel, 1l'apport des devises et 1l'élargissement

d'emploi salarié).

~ en matiére de coiits.
. Dépendance accrue pour ce qul est du prix et de la
qualité des produits, ainsl que pour la sécurité

d'approvisionnement.

. Pertes d'emplois, de revenus et de capitaux dans les
branches d'activités qui sont exposées aux importa-

tions en provenance des PVD.
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Colits de l1'aide a la reconversion sociale et 3 la
restructuration économique. La mobilité et la mutation
des facteurs de production impliqués demandent du
temps et occasionnent des colits. On doit tenir

compte d'un certain degré de chdOmage et prendre en

considération :

a) la perte de salaires, ainsi que la distribution
temporaire de revenus de remplacement;

b) les colits de formation et de recyclage et dans une
certaine mesure des déplacements géographiques de
forces de travail et d'usines avec ce que cela im-
plique pour l'infrastructure technique, sociale,
intellectuelle;

c) l'octroi d'une pension anticipée 3 certains tra-
vailleurs licenciés.

Etant donné que les travailleurs mis en chdmage appar-

tiennent dans une mesure assez considérable 3 la

catégorie des non ou peu qualifiés la reconversion
sociale sera lente, difficile et parfois impossible.

Les avantages et les inconvénients ne sont pas répar-

tis d'une fagon proportionnelle entre les agents

économiques (consommateurs, producteurs, travailleurs).

Dés lors la distribution des revenus et des fortunes

est également touchée,.

La plupart des colits peuvent &tre repérés d'une fagon

plus exacte. Les 1inconvénients sont assez bien locali-

sés dans la population et ressentis plus vite et plus
directement. Les personnes touchées sont bien organi-
sées et ont une influence politique parfois considérable

Dans une large mesure, les colts sont plus concentrés

dans le temps et ont un caractére temporaire. Par

contre les avantages pour les PD sont largement dis-
persés dans la population (consommateurs) et sont

assez peu ressentis directement, aussi bien par les

travailleurs que par les chefs d'entreprises. L'ampleur
quantitative ne peut &tre déterminée que d'une fagon

trés approximative. On a cependant l'impression qu'en
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longue période ils ont un caractére substantiel et plus

durable que les inconvénients.

2, Commentaire sur certains &tudes concernant l'incidence des

échanges accrus avec les PVD sur l'emploi dans 1l'industrie
g P

des PD.

- L'emploi dans 1l'industrie manufacturiére des PD dépend d'un
certain nombre de variables parmi lesquelles 1l'importation
provenant des PVD est loin d'€tre le plus important.

Les modifications de la demande intérieure et extérieure,
le progrés technique ainsi que l'évolution de la producti-
vité économique, des importations provenant des autres PD
ainsi que des pays de 1'Est et de la politique &conomique

sont les facteurs les plus déterminants.

- L'extension des échanges avec les PVD ne résulte pas exclusi-
vement de la libéralisation des importations dans les PD.
Bien qu'3d cet égard la politique poursuivie par les PD en
matiére du commerce extérieur revéte une importance trés
grande, d'autres facteurs comme par exemple 1'industrialisa-
tion autonome des PVD, due aux initiatives intérieures ou
extérieures, ont un impact considérable et définitif.

Le nombre d'études concernant les problémes en question
publiées dans les pays membres de la C.E. n'est pas trés
€levé (v. Bibliographie - section 5). I1 est probable que
dans certains pays existent des travaux non-publi&s ou que
des recherches sont encore en cours d'exécution. Il serait
intéressant d'encourager les contacts entre les chercheurs
nationaux afin de confronter les vues sur les méthodes,
les statistiques et les résultats.

Une recherche au niveau de la C.E. s'indique.
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- Etant donné la complexité des problémes traités les travaux
de recherche sont effectués dans le cadre d'un grand nombre
d'hypothéses simplificatrices. En outre le matériel statis-
tique disponible est parfois déficient ou se rapporte i des
périodes trop lointaines. Dé&s lors certains commentateurs
arrivent 3 la conclusion que les résultats obtenus sont peu
ou méme pas fiables.

Quoi qu'il en soit la diversité des méthodes utilisées
empéche ou rend en tous cas difficile la comparaison des
résultats obtenus pour les divers pays et méme pour un pays
déterminé.

D'ailleurs tous les auteurs sont d'avis qu'il ne faut pas
accorder une importance trop grande au niveau absolu des
résultats obtenus. La signification réside surtout dans le
fait qu'ils donnent une idée de l'orientation générale

des changements impliqués, ainsi qu'un ordre de grandeur
trés approximatif permettant de mieux saisir l'importance

relative.

- Entre 1970 et 1976 la répercussion nette et globale n'a
pas été considérable.
Pendant cette période en France le nombre d'emplois indus-
triels affectés 3 la production de l'exportation destinée
aux PVD a cru plus rapidement que celui des emplois repré-
sentatifs des importations en provenance des PVD,
Dans les autres pays de la C.E.E. pour lesquels des données
sont disponibles (e.a. R.F. Allem., Belgique, Pays-Bas)
le solde a été légérement négatif. Dans tous les pays, y
compris la France, certains secteurs industriels, notamment
cuir, chaussures, textile, vétement, bois, meubles ont
enregsitré une perte nette d'emplois parfois assez consi-

dérable.

- En ce qui concerne l'avenir certains auteurs font la remar-

que. que la division internationale du travail avec les PVD
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ne se trouve que dans un stade initial. La libéralisation
du commerce, ainsi que 1'industrialisation des PVD ont

i peine commencé.

La plupart des études arrivent 3 1la conclusion que l'inci-
dence nette et globale de l'extension des échanges PD/PVD
sur l'emploi sera probablement négative pour les PD, tout

au moins dans un premier stade et dans l'hypothé&se que 1la
durée du travail reste constante. Les calculs au sujet de

la répercussion globale nette, comparant la création d'emplois
qui résulte d'un accroissement des exportations avec l'effet
inverse provoqué par les importations additionnelles, partent
de 1l'hypothése qu'une mobilité suffisante des facteurs de
production aussi bien inter- et extrasectorielle, qu'entre
les régions, existe ou a eu lieu (moyenne échéance).

Dans la République Fédérale Allemande la perte nette
d'emplois industriels serait pendant la période de projec-
tion 1973-85 de l'ordre de 5,7% du nombre d'emplois
enregistrés en 1974 (environ 0,47 par an).

En France les échanges de produits industriels avec 1les

PVD pourraient infléchir entre 1976 et 1985 l'emploi indus-
triel dans une fourchette de =5 et +57 (environ + 0,47 par
an) selon que 1l'on prévoit une &volution tr&s défavorable

ou favorable.

Cependant le besoin de reconversion sociale se mesure plutdt
par le nombre d'emplois supprimés suite 3 l'augmentation

des importations provenant des PVD. En France ce montant
s'évalue entre 3 et 7% des effectifs 1976, ce qui représente
une pression annuelle de reclassement d'environ 0,3 3 0,67
des effectifs de l'industrie. Le chiffre correspondant pour
la R.F.A. s'éléve a3 10.7%7 (environm 0,7% par an). En compa-
raison avec la période 1962-75 la perte pendant la période

1975-85 serait six fois plus élevée.
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Tous les auteurs des &tudes consultés soulignent qu'en
matiére d'emploi les problémes réels proviennent avant
tout de la concentration des répercussions négatives
sur certaines catégories de travailleurs, d'entreprises

ou de régions.

L'information statistique disponible est insuffisamment
affinée pour atteindre le niveau qu'exigerait une compré-
hension détaillée du probléme posé, ainsi qu'une approche
concréte des problémes de restructuration.

Plus précisément, cela signifie qu'une branche d'industrie
qui selon les études réalisés sur la base des données
statistiques disponibles se trouve dans une situation de
pression sous l'effet des importations provenant des PD,
n'est pas nécessairement en difficulté dans tous ses sous-
secteurs ou produits. Inversément, une évolution positive
dans un secteur ne veut pas dire que certains problémes ne
se posent pas pour certaines entreprises 3 l'intérieur
méme de cette branche d'activité.

Il est évident que les effets sont et seront différents
selon les structures existantes.

En général l'effet négatif de l'importation accrue provenant
des PVD est plus ré&duit dans les pays, les régions ou les
entreprises ayant une valeur ajoutée par unité de travail
relativement é&levée.

Au fur et 3 mesure que l'éventail des importations s'étend
4 des produits d'intensité de travail moins &levée -ce qui
est déjid le cas pendant les derniéres années- des effets
négatifs sur l'emploi seront relativement plus réduits et

du point de vue géographique moins concentrés.

Les caractéristiques des travailleurs, susceptibles de
perdre en premier lieu leur emploi actuel, sont les
suivantes : main d'oeuvre peu qualifiée, salaire relative-

ment bas, main d'oeuvre féminine et manuelle dans 1'industrie
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manufacturiére réalisant une valeur ajoutée par unité de
travail assez basse, main d'oeuvre dgée, certains immigrants

et jeunes.

Egalement sous réserve de ce qui a &té dit ci-haut le
chOmage affectera en ordre principal certains groupes de
produits déterminés, dont la fabrication est parfois concen-

trée dans certaines régions 3 faible développement é&conomi-

que et souffrant déja d'un chOmage &levé.

En ce qui concerne les secteurs les plus vulnérables
mentionnés dans les &tudes sur la base des degrés d'agréga-
tion conformes 3 la convention statistique les mémes déno-
minations reviennent pour chaque pays : p.ex. chaussure,
cuir, textile, veétement.

Souvent sont mentionnés également : bois et meubles, jouets
et parfois (notamment pour la R.F.A.) certains branches
d'activités fabriquant des biens d'équipement comme 1'indus-
trie électrotechnique, l'optique, la mécanique fine, ainsi
que les instruments de musique, la céramique fine, la fibre
artificielle, le verre. Pour les branches d'activité les
plus sensibles dont les emplois menacés sont le plus nombreux,
la contrainte annuelle au reclassement se pose en R.F.A.
pour 1 & 5% de 1'emploi 1974. Les chiffres correspondant
pour la France s'élévent 3 0,7 38 37 des effectifs 1975

si 1'on admet l'hypothése d'une &volution trés défavorable
et atteignent un niveau insignifiant dans une hypothése
d'évolution trés favorable.

Comme l'étude frangaise le constate le développement des
échanges commerciaux entre les PVD et les PD de la C.E.

ne constitue pas une grave menace globale sur l'emploi
industriel, mais ils se posent néanmoins d'ardus problémes
d'adaptation aux travailleurs, aux chefs d'entreprises et

aux pouvoirs publics.
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- Le climat général dépressif actuel ainsi que 1l'intensifi-

cation de la concurrence sur le marché mondial, aussi entre
pays industrialisés, rend chaque effort supplémentaire en
matiére de restructuration &conomique et de reconversion
sociale particuliérement difficile. L'ampleur du chOmage
actuel réduit considérablement la mobilité professionnelle
et régionale, ceci renforce la résistance contre de nouvel-
les libéralisations du commerce et conduit & des exigences

de nature protectionniste.

3. Quelques conclusions pour la politique i suivre.

La résistance contre des mesures tendant 3 l'extension des
échanges avec les PD provient de la concentration sectoriel-
le et géographique des répercussions négatives notamment

sur l'emploi, ainsi que du climat économique général dépres-
sif. Ces deux facteurs constituent des obstacles importants
pour le développement des relations &conomiques entre les

PVD et les pays-membres de la CEE.

Dans chaque pays un certain nombre d'organisations profes-
sionnelles d'employeurs et de travailleurs et de certaines
autorités régionales craignent des importations accrues;
les partisans se trouvent dans les milieux des industries
nationales exportatrices et d'importateurs et d'entreprises

multinationales.

Etant donné que le solde en termes de croissance du
revenu réel dans les PD sera positif il est &quitable et
indiqué que la communauté aide les personnes et les entre-

. - - t 1
prises désavantagées en soutenant leurs efforts d'adaptation
et en procurant aux travailleurs licenciés un revenu de

remplacement adéquat.
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- Un climat économique et social facilitant l'ouverture des
marchés des PD aux produits provenant des PVD nécessite

un rétablissement d'un taux convenable de croissance du

PNB dans les PD et une nette amélioration de la situation

en matiére d'emploi.

En outre, il est indispensable de mettre en place, tant au

niveau national, qu'au niveau de la C.E. :

a) un systéme d'indicateurs signalant 3 temps aux autorités
responsables du monde politique, industriel et syndical,
les changements structurels déj3d en cours et en perspec—
tives;

b) les instruments d'une politique de restructuration écono-

mique et de reconversion sociale.

- Selon les cas, la politique d'adaptation doit concerner les
groupes de travailleurs, les entreprises, les secteurs et

les régions.

- Cette politique d'ajustement ne doit pas nécessairement
€tre congue exclusivement en fonction des problémes causés
par les relations avec les PVD, mais dans son élaboration
et son application il faut explicitement tenir compte de

cette dimension nouvelle.

- Dans le cadre d'une politique de restructuration et de
reconversion le facteur temps revét une importance capitale.
Ces adaptations structurelles et fondamentales se font
de par leur nature d'une fagon difficile et progressive.

Le rythme d'adaptation imposé, p.ex. par la libéralisation
des é&changes, doit @tre ferme, mais raisonnable et 3 la
mesure des personnes et institutions concernées. C'est 3 ce
prix qu'une telle politique peut @tre acceptable et

acceptée, et dé&s lors étre efficace et possible.
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4. Quelques observations au sujet des méthodes de travail

utilisées par les chercheurs.

1. Plusieurs méthodes ont &té utilisées.

Exemples

a. Analyse ex post de 1'évolution des &changes entre

PD et PVD pendant une période allant de 5 3 10 années
(France 1970-76, R.F.A. 1968-74, Pays=-Bas 1970-74)
(Bibl. (1), (2), (9)).

Calcul du trend en fonction du temps et extrapolation
de ce trend dans diverses hypothéses (mécanique,
favorable, défavorable). Estimations d'interval (France
1978-85, R.F.A. 1973-85).

Application de coefficients d'emploi. Résultats au
niveau national, sectoriel et régional. Bibl. (2),

(3), (9.

Pour une année déterminée l'hypothése d'une augmentation
équivalente des importations et des exportations concur-
rentielles de produits industriels des PD en rapport
avec les PVD. Calcul des effets (directs et indirects)
sur la production intérieure 3@ l'aide d'un tableau
input-output. Application de coefficients d'emploi.
Bibl. (1), (8), (5) & (7), (13), (14).

La méthode b. est appliquée aux secteurs sensibles

et est complétée par une estimation de 1l'augmentation
probable des importations et des exportations (R.F.A.,
1976-80) a3 1'aide d'une projection du trend pour un

passé adéquat (1972-75) Bibl. (5) et (6).

Aprés rédduction d'un modéle assez simple, les change-
ments dans l'emploi industriel sont supposés €tre une

fonction de quatre variables dont deux exercent une
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influence positive : les changements dans la consomma-
tion apparente et intérieure et dans les exportations
(destinées aux PVD) et deux autres ont une incidence
négative : les importations (provenant des PVD) et la
productivité du travail. Le calcul a &té effectué pour
la Grande-Bretagne se rapportant a la période 1970-75.

Bibl. (10), ainsi que (12) pour les Etats-Unis.

D'autres méthodes sont possibles, p.ex. concernant la
méthode c. : prévision des importations et des exportations,
pas 3 1'aide d'un trend en fonction du temps, mais 2

1'aide de fonctions é&conométriques d'importations et

d'exportations.

I1 est inhérent 3 n'importe quelle méthode scientifique

de reposer sur des hypothéses de travail simplifiant le

probléme.

En l'occurence il s'agit selon les techniques employées :

(a) . absence d'une théorie explicite; les extrapolations
partent de 1'hypothése que dans le futur tout se

passera comme dans le passé;

. les coefficients d'emploi se rapportant aux produits
exportés vers les PVD sont identiques 3 ceux appli-

cables aux produits importés provenant des PVD;

. les importations accrues provenant des PVD remplacent
automatiquement une production intérieure équivalente
et les emplois correspondants; on fait abstraction
de l'importation d'autres pays,de l'adaptation de la
production intérieure, de la modification des prix

relatifs, de la différence entre les prix unitaires;
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difficultés en rapport avec l'expression 3 prix
constants (déflation adéquate de tous les variables
concernés , la détermination des conséquences dyna-
miques résultant des changements dans les prix

relatifs);

fixité de la durée de travail.

hypoyhéses statiques de la méthode 1/0

- prix relatifs;

- coefficients de production;

~ structure des importations et des exportations;

- coefficient d'emplois (parfois corrigés).

dans une économie ouverte l'importation provenant
des PVD ne remplace pas toujours la production

intérieure;

l'interdépendance intra- et intersectorielle dis-
parait. Interrelation entre prix, demande-consomma-
tion, production.

Une unité de valeur additionnelle des PVD supprime
une unité de valeur de production du méme produit
ainsi que l'emploi correspondant dans les PD.

Par cette hypothése il est fait abstraction de la
différence entre le prix 3 l'importation et le prix
intérieur, ainsi que de l'incidence de l'importation
4 des prix plus bas sur les prix intérieurs et la

demande;

les coefficients d'emplois sont identiques pour

les produits importés et exportés;

les résultats nets font abstraction du probléme de
réajustement (mobilité sectorielle et régionale des

facteurs de production);
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. absence de projections réalistes des importations

et des exportations.

(c) V. (a) et (b).

(d) . les variables explicatifs ne dépendent pas 1l'une

de l'autre;

. on n'a pas pris en considération des facteurs comme
le changement des prix relatifs, les effets indirects

et la politique économique;

. les stocks sont constants;

. la productivité du travail est exprimée par la rela-
tion entre la production (exprimée en valeur i prix

constants) et le nombre d'hommes-années;

. l'incidence de 1'importation et de l'exportation a
été traitée par l'incidence nette;
une unité de valeur additionnelle d'importations
et d'exportations ont avec un signe opposé, la méme
répercussion sur l'emploi et le reclassement est

terminé.

3. Tous les travaux font mention des difficultés suivantes :
- données statistiques parfois dépassées, surtout les

tableaux input-output et les coefficients d'emploi;

- statistiques sectorielles trop globales;

- manque de coordination au sujet de la subdivision sec-
torielle p.ex. entre les statistiques de la production
(ev. input-output), du commerce international et

1'emploi.
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Vincent CABLE

Source of Emglozgent Displacement in UK Industyies Competing with
1de Imports

Objectives

The exercisge below is an elaboration of work earlier done in the
ODI Review 2 article seeking to apply the same methodology to a wider range
of industries, Essentially it seeks to define the separate contribution
to job displacement at industry level,of trade (and, within that, trade with
ldcs) technological change and demand changes. It would not be correct to
infer that these influences are separate'causes'"of em . yment loss since

they are intererelated and, moreover, industries are inter-related through

input-output linkages, but they do give some indication of the immediate
source of job displacement, Even with this limitation, and with the

further limitation that there are major inconsistencies in UK published data
on employment, output and trade at industry level, the results give us some-
thing more to work on than the casual empiricigm and hasty logic often used

in public debate (employment is falling, cheap imports are "flooding in"
ergo cheap imports are responsible for employment loss, ergo trade protection
will restore employment), The author has subsequently received some reassur-
ance from seeing the same methodology used in a Brookings study (Charles
Frank: Foreign Trade and Domestic Aid). The attached figures are, however,
very provisional, there having been no time to check for computational let
alone publighed data error, and should be treated with reserve.

Methodologz

The essence of the methodology is the use of two identity relation-

ships:
0 = C+ X « M (1)
P = 0 (ii)
E

Where O is output, C is apparent domestic consumption, X and M are exports
and imports, P is labour productivity and E is employment. By transformation



and differentiation

dE = 1dC + 1dX-1dM~ 0, dP
@ P dt Pdt P dt dt

when changes
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These four terms represent the employment changes whose source is

respectively, (real) consumption, exports, imports and productivity.

Over and above straightforward data error problems certain general

assumptions are made in the analysis which need to be remembered:

(i) For the purpose of analysis the four sources are assumed independent
of each other. Clearly this is not always true in practice. Increases in
"cheap" imports will, by lowering the domestic price and if the price elasticity
of demand 1s positive, increase total domestic demand and, to some degree,
domestic employment. On the other hand, an increase in productivity (dis-

placing labour) could improve export and import-competing performance (creating

employment).

(11) Indirect effeets are ignored on supplier industries. This does,
however, show up in reduced/increased demand in intermediate industries.
However, to separate out this effect would require,as part of this exercise,

a grouping of industrial categories to the level of aggregation of the UK input
output tables and making deductions from there. This can be done with additional
effort,

(111) Productivity is defined in terms of output per man year; this
may disguise changes in oupput per man hour offset by parttime/overtime working.

(iv) Output is assumed to be consumed, exported or imported. Changes
1n inventories are therefore ignored.
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Data

An attempt was made to calculate the above effects for the period
1970-75, for three digit (SIC) industrial categories in the range 211-499,
Analysis is presented for 32 categories which were the only ones to satisfy
a rather undemanding criterion of "sensitivity" that ldc imports should be
greater than 2% of UK consumption (plus two others, man-made fibres/aggollens,

added to give a comprehensive picture of textiles).
Data used was:

(1) Report of the Census of Production, for output . at current
prices, and employment.(I have discovered subsequently that there are some
quite alarming discrepancies between census/Dept. of Employment data and some

of the calculations need to be reworked.)

(ii) M10, for overseas trade analysed in terms of industries.

(iii) unpublished Department of Industry data for separating out ldcs
on an M10 basis, Unfortunately the ldc category is not broken down by the
DOI into components. It is defined in a way which is both too broad (to
include OPEC oil exporters) and too nadryw (it excludes Eastern Europe,
South Africa, and Southern Europe) for a comprehensive picture of "low cost"
suppliers. But coverage does correspond closely to the GSP (except for

Yugoslavia and Rumania which are excluded here).

(iv) wholesale price indices; were obtained from Trade and Industry,
for the purpose of expressing output and apparent consumption in real terms.
This introduces some unavoidable error., The index refers to domestic production
only and where imports are a large percentage of consumption this could distort
the deflation of consumption. There is no obvious way of separately deflating
imports without enormous extra effort, For this reason, consumption was
treated as a residual of the various factors and this residual value compared
with the directly calculated figures. Only in a few cases were there sub-

stantial discrepanices,
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In terms of data analysis the following additional points should
be made:

(1) The whole exercise required to be.. carried out in terms of values
rather than quantities. This could have resulted in the underestimations of
the employment loss from low cost imports where unit values are much lower than
for competing domestic substitutes. However, in practice, the results (at
least for the import displacing effect) tallied with calculations in the ODI
Review article for cotton varn, fabrics and shoes which were there calculated

in terms of quantities rather than values.

(ii) Imports and exports were treated together for the purpose of
this calculation; thus the results present the net effect of trade (overall
and for ldcs).

(iii) Comparison on a simple comparative static basis clearly leaves
much to be desired. However, M10 data does not go back beyond 1970 (at least
separating out groups of suppliers). 1976 data is now available and can be
used to cross-check, The additional labour involved seemed not to justify com—
puting a 5/6yr. continuous time trend, which would,bease of its shortness

not have very reassuring statistical properties.

(iv) Since we are dealing with a discrete time pericd rather than an
instantaneous change we have a practical problem of specifying the base-year
for the purpose of calculating the constant terms in the equation. We used
1970 but it would be better to use an average of 1970 and 1975, A few trial
runs suggest that this did not make a great deal of difference.

Results

(1) For the 34 categories considered only two - hosiery and mens shirts/
undergarments -~ show evidence that employment displacement attributable to ldc
imports (net) was a significant factor in relation to productivity changes or
overall trade. Even in these two cases, productivity growth in the mens shirts/
underwear sector seems to have displaced labour more effectively than ldc
import competition and falling domestic demand has apparently been more import-

ant in the case <f hosiery products., For leather goods and cutlery, mens and
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womens taalored outerwear, cotton fabrics ané childrens® dresseg there were lde
job losses of over 1000 but the influence was in each case less than both non-
ldc trade and productivity, usually substantially so, Non-ldc trade seemed

to have significant job displacing effects absolutely or relative to product-
ivity factors, for man-made fibres, toys, woollens and worsteds, footwear,

Ii: the case of footwear, Southern and East European "low cost" suppliers

probably accounted for some part of this,

(ii1) In over half of the cases considered, the employment effect
of ldc trade was positive because of reduced (net) import penetration. This
was particularly true of processed foodstuffs, but also of cotton yarn and jute
(reflecting, presumably domestic import substitution and diversion of trade to

dc suppliers following earlier selective protection),

(ii1) Although the consumption measure is the least reliable, falling
home demand seems to have been a decisive factor in explaining job loss in the
cases of woollen and worsted, hosiery and cotton yarn (the last possibly
as a result of weakening derived demand from clothing; more pr bably because
of mmf substitution). In the other sectors any net job loss is attributable
primarily to a failure of domestic demand to rise as rapidly as labour displacing
productivity.

There are some large discrepancies in the data which need sorting
out before it is published or more widely distributed, Im particular:

(1) the often large discrepancies in Census/DOE employment data need
to be accommodated. This is especially serious for foontwear and shirts.

(i1) there are large gaps between "residual" and calculated consumption

which need explaining for hosiery, watches and childrens' clothing.

(iii) estimates made originally in ODI Review 2 and here, by a different
method, correspond broadly in terms of trade effects, But the relative magnitudes
of productivity/consumption effects are greatly divergent for footwear and

cotton fabrics., Clearly - a need for reworking with various data.



Interpretation

Not a great deal is claimed for the results. The assumptions and

data limitations preclude that. But a few conclusions can be tentatively drawn:

(1) any significant contribution by ldc imports to the overall
'adjustment problem' of UK industry is extremely difficult to detect. Orly
in 32 out of 120 industrial items was there a priori evidence of a “"problen'
(in terms of "import pemetration"). Out of these, for only two could ldc
imports be seriously represented as a dominant cause of adjustment difficulty.
This suggests at very least a change in vocabulary, as does similar work in
Germany, from metaphors based on "floods" and "torrents" to those
based on 'straws on camels' backs'. Further we have ignored the other 90

or so sectors where by and large ldc trade has had a positive employment impact:.

(i1) even in the few highly sensitive categories where ldc import
competition clearly is important, the analysis suggests a need for caution in
treating protection as an antidote in terms of employment stability since
the other sets of influences are still operating. In practice, the effect of
trade protection which raises domestic prices is probably unhelpful for
employment both in its indirect effects on depressing consumption growth
(because of the price elasticity of demand for final products and substitution
elasticities for intermediate goods) and by accelerating job displacing
productivity growth.in these industries (by encouraging, as a result of higher
profits, investment in more capital intensive techniques). Thus 'the industry'
is helped but not necessarily workers' job prospects. This appears to have
been part of the story of jute and Lancashire cotton spinning, and my own

estimates are consistent with it, for these industries.

One line of criticism levelled at the original article (by textile
companies, understandably) was that it was simply not right to treat produc-
tivity as comparable to tradeas a source of redundancy. Put at its simplest
the argument was that one should not mix up productivity which 1s "a good
thing" with trade which is not "a good thing" in itself, only if there is a
trade surplus. This crude mercantilism, while representing wi%dly held views
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is of highly questionable merit. Trade is merely one form of productivity
growth, realised as resources move from less to more productive uses else-
where in the economy, just as internal productivity changes within industries
(reducing 'overmanning') also release resources for more productive use
elsewhere., When there is widespread unemployment or inefficient labour
markets this releployment may not take place, but this is as much an argument
against (or qualifying) reducing’overmanning' within firms and industries as
it is for reducing 'overmanning' in the economy as a whole by reducing in the
UK the relative importance of labour intensive industries through trade
specialisation with ldcs.

Further Work

Discussion might indicate the utility or otherwise of extending

this work:
(i) to cover the 1970-76 period;

(1i) to trace indirect effects via national input output tables;
(iii) to cover all 120 industrial categories

- or in other directiomns.

4th April 1978 Vincent Cable

EB.
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EFFETS DU COMMERCE AVEC LES P.V.D. SUR L'EMPLOI EN FRANCE

Extrait du rapport sur l'évolution du tiers-monde

et 1l'appareil productif frangais

Commissariat général du Plan

b) Les échanges de produits industriels ont conduit 3 la création nette

de 100 000 emplois de 1970 3 1976

L'accroissement des débouchés offerts par les PVD a constitué dans les
derniéres années un terrain d'expansion pour 1l'industrie frangaise. Une
estimation théorique des emplois concernés évalue la création nette d'em—
plois correspondant aux échanges de produits industriels avec les pays en
développement & 100 000 emplois de 1970 3 1976 (1).

TABLEAU 12 - Emplois industriels

Emplois "théoriques" correspondant

Emplois dans 1'industrie

aux échanges avec le Tiers-Monde

Exportations Importations
1970 5 445 000 234 000 4,3 % 74 000 1,3 %
1976 5 462 000 363 000 6,6 % 93 000 1,7 %
Ecart + 17 000 F 129 000 + 19 000
1976-1970

Source : Etude SETEF

(1) Cette étude a été réalisée par la S.E.T.E.F. (Société d'Etude Economique
et Financiére) - Les échanges frangais de produits industriels avec les
pays en développement - novembre 1977. (annexe 9).
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11 faut replacer cette évolution dans le cadre général de l'évolution de

1l'emploi industriel en France. En 1976, 1'emploi industriel est revenu i

son niveau de 1971. Alors que l'emploi dans les secteurs de biens d'équi-

pement a cru d'environ 100 000 de 1971 &

des ventes aux pays en développement), l'emploi dans les biens de consom-

mation courante connalt une baisse accélérée imputable pour 1'essentiel i

1976 (correspondant largement 3

la branche textile et habillement (pour lesquels 1l'importation en provenance

des pays en développement ne représente que 5 7 du total des importations).

Effectifs par
branche

(en milliers)
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Quatre éléments corrigent ces constatations :

- Les échanges avec les pays en développement ont conduit & des reconversions

inter-sectorielles importantes. Les échanges avec les pays en développement

ont été créateurs nets d'emplois principalement dans la construction
mécanique et électrique (+ 13 000), la construction navale, aéronautique,
armement (+ 33 000), la chimie (+ 30 000), la premiére transformation
des métaux (+ 25 000) mais ces échanges ont exercé des pressions a
réduction des emplois sur les branches textile, habillement (- 8 000),

cuirs, chaussures (- 4 000), bois, meubles, industries diverses (- 6 500).

- La spécialisation industrielle des régions aggrave en France le probléme

de la concurrence des pays du Tiers-Monde ou plus généralement le probléme

de la régression des activités traditionnelles. (1)

Si 1l'on confronte les pourcentages d'emploi industriel régional impliqués
a2 l'importation et 2 l'exportation, on constate que la régression d'activités
traditionnelles, méme relayée par le développement d'exportations

d'équipement, entraine des déséquilibres régionaux importants,

Facteur aggravant dans le cas de 1la concurrence des importations, les
départemernts sensibles ont en général une activité trés concentrée sur
un petit nombre de produits. Dans une dizaine de départements, les
activités menacées, si aucune mesure n'est prise, représentent prés de

40 % de l'emploi industriel.

En sens inverse, les activités dont une part importante de la production
est exportée vers les pays en développement sont généralement plus

disperség géographiquement.

(1) Etude INSEE. Développement des échanges avec le Tiers-Monde et
problémes régionaux d'emploi. (annexe 8).
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- Le niveau de qualification moyen et de salaire des industries menacées

est inférieur d celui des industries exportant vers le Tiers-Monde.

Les branches les plus menacées par la concurrence du Tiers-Monde

- . - ‘ * - - »
sont caractérisées par un fort pourcentage d emploi féminin. En revanche

la main d'oeuvre immigrée est relativement peu représentée (1).

TABLEAU 13 - Caractéristiques des salaires dans certaines branches menacées

A salaires A alz iés
(2) de femmes salar
étrangers
Textiles habillement 70 7% 66 % 8,5 Z
Cuirs chaussures 67 7 53 7 7,5 7%
bois meubles 75 % 20 7 12 7
moyenne toutes indust. 26 % 11,5 Z

L'évolution des salaires de 1967-1973 marque une réduction de la disparité
des salaires entre ces trois branches et le reste des branches industrielles

due notamment 3 la politique continue de relévement des bas salaires.

Cette constatation pose un probléme délicat de choix entre objectifs en
partie contradictoires & court terme : la revalorisation du travail manuel et
des bas salaires, la réduction des disparités salariales entre branches,

le maintien de 1'emploi, 1'ouverture commerciale.

(1) L'essentiel de la main d'oeuvre immigrée se trouve dans des secteurs
non concurrencés : batiments et travaux publics : 30 Z des salariés,
hygiéne : 40 7 des salariés. Dans l'industrie elle est concentrée dans
les industries lourdes de biens intermédiaires : métallurgie (16 %),

~verre (15 Z), automobiles.

(2) A Salaires = Sala%re moyen de la branche : .
Salaire moyen des 3 branches les mieux placées :
armement, aéronautique, instruction navale/construction
mécanique et électrique/matériel de transports terrestres.
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L'Italie donne un exemple d'ajustement "sauvage" par la flexibilité des
salaires et le non paiement des charges sociales. Dans le textile~habillement

on compterait 250 Q00 travailleurs au noir.

Compte—~tenu du constat fait sur les déséquilibres régionaux, la localisation
dans des régions différentes des emplois menacé@s par la concurrence du
Tiers-Monde et des emplois créés par les marchés qu'il offre,on pourrait
envisager en France des subventions temporaires d 1'emploi aussi bien pour
ralentir la chute des effectifs dans les secteurs exposés que le dévelop-

pement des activités exportatrices.

Le secteur des services rendus aux entreprises, des organismes financiers

et de la formation a créé en France 600 000 emplois de 1970 & 1976.

Bien qu'il soit tré&s difficile de mesurer la part des relations avec le
Tiers—Monde dans ces activités, celle-ci devient certainement importante,

notamment en matiére de formation technique ou de gestion, en France ou

sur place.

Les projets industriels en Afrique sub-Saharienne sont réalisés avec le
concours de cadres expatriés, représentant en moyenne 2 7 des effectifs

totaux.

Une évaluation portant sur les principales entreprises frangaises concernées
par le transfert de "maltrise industrielle'" dans le Tiers-Monde (Total,

Berliet, Peugeot, Creusot=-Loire...) aboutit & 10 000 techniciens ou ingé-

nieurs frangais expatriés, employés actuellement dans ces activités.
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2 - Les_perspectives 1978-1985 (1)

Quatre effets sur 1'emploi industriel en France doivent €tre pris en compte

- les pertes d'emploi qui résulteraient de la pénétration des produits
du Tiers-Monde sur le marché national.(Des importations en provenance
du Tiers—Monde qui se substituerait & des produits déj3a importés seraient
sans effet sur 1'emploi (2));

- les créations d'emplois li€es aux exportations frangaises vers le Tiers
Monde ;

-~ les pertes d'emploi qui résulteraient de la fermeture d'un certain nombre
de marchés du Tiers-Monde;

- les effets de substitution sur les marchés &étrangers de produits du

Tiers-Monde aux produits frangais.

Seuls les trois premiers effets directs ont &té évalués (3) a partir d'un

jeu de quatre hypothéses : deux pour les exportations, deux pour les

importations.

a) croissance rapide des exportations francaises vers les PVD. Les

exportations de chaque secteur croltront d'ici 1985 au rythme 1970-1976
avec un plafonnement & + 10 7, hypothése dont la réalisation ne devrait
pas étre impossible eu &gard aux faibles parts que détient actuellement

1'industrie frangaise dans nombre de marché des PVD les plus dynamiques.

(1) Etude SETEF : les échanges frangais de produits industriels avec les
pays en développement — novembre 1977.

(2) Ces effets peuvent €tre importants quand on consid&re les différences
de prix. Ex : chaussettes fabriquées en Italie 1,24 F la paire, Corée
du Sud 0,90 (référence du méme article fabriqué en France 2 Francs).

(3) Le quatrieme effet aggraverait les résultats obtenus, mais sans en
changer significativement l'ordre de grandeur, a condition que les
autres pays industrialisés n'adoptent pas de régles discriminatoires.
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b) Chute ou stagnation des exportations frangaises vers les PVD, sous

la pression de la substitution aux importations et de la concurrence inter-—

nationale.

Les industries actuellement menacées perdent totalement leurs débouchés d'ici
1985. Les exportations de biens d'équipement croissent faiblement ou stagnent
d partir de 1980 ce qui suppose une relative perté des marchés par la France

face 4 d'autre concurrents industriels.

¢) L'ouverture du marché frangais aux importations en provenance des

PVD s'accrolt. Les importations de chaque secteur augmentent d'ici 1985 au

rythme 1970/1976 avec un taux minimum de 5 % par an.

d) Limitation de la croissance des importations en provenance des PVD

dans les secteurs sensibles. Les importations du textile-habillement, cuirs-

chaussures, bois-meubles, imprimerie-&dition voient leur taux de croissance

limité 3 6 7Z par an (1), celles des autres secteurs au rythme 1970/76.

TABLEAU 14 - Evolution de l'emploi industriel en France suivant les 4 hypothéses

Lié 3 1l'exportation Lié aux importations
"a " + 205 000 et - 344 000
"p " + 86 200 na - 154 000

I1 n'est pas possible de relier de mani&re assure les hypoth&ses d'impor-—
tations et d'exportations bien qu'il faille souligner la position vulnérable

de la France face au souhait d'un nombre croissant de pays en développement,

d'équilibrer leurs échanges (2). Un lien entre les hypoth&ses "a" et "c"

ou '"b" et "d" est probable.

(1) Le taux de 6 % est celui retenu par la Commission Européenne pour les
négociations concernant les produits textiles.

(2) Le commerce extérieur frangais en 1975 & 1976 est excédentaire avec 30 des
36 pays en développement non pétroliers les plus importants du Tiers-Monde.
Vis 3 vis des pays dits "d'exportation sauvage' (Corée du Sud, Hong-Kong,
Tunisie, Maroc) notre solde commercial est réguliérement positif.
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En combinant les hypothéses extrémes, il apparalt que le développement des

échanges avec les PVD pourrait infléchir 1l'emploi industriel en France d'ici

1985 dans une fourchette de + 1 Z 4 — 5 Z (soit + 50 000 & - 250 000). Ce

résultat peut paraitre moins grave que les conclusions d'un certain nombre
d'études disponibles sur le cas de 1'Allemagne Fédérale. La différence provient
de ce qu'ici, méme dans le cas d'ouverture croissante du marché frangais,

" _n

hypothése "c¢'", on ne se place pas dans le cadre d'une libéralisation totale

et incontrolée des échanges.

Mais ce qui importe le plus,c'est le nombre total d'emplois éventuellement

menacés qui seront contraints & un reclassement,soit dans leur branche, soit

hors de celle-ci. Ces emplois s'E@valuent entre 3 et 7 7 des effectifs 1976,

soit des effectifs variant entre 25 000 et 55 000 emplois par an, dont deux

tiers 3 un tiers hors de la branche d'origine.

La pression ne concernera pas uniformément tous les secteurs industriels.

Dans le cas d'une &volution tré&s défavorable,elle serait trds importante
dans le "textile~habillement" ou elle pourrait concerner d'ici & 1985 30 7%
des effectifs 1976, soit porter en 8 ans sur 200 000 emplois. Les pertes
d'emploi pourraient €galement €tre importantes dans les secteurs '"cuirs-—

chaussures", "bois-meubles'", "industries diverses","verre'"...

L'examen systématique des potentialités de création d'emplois qui dé&couleront
du développement des exportations de produits industriels vers les pays du
Tiers-Monde montre que ces awdations pourraient représenter d'ici 3 1985 de

2 3 8 7 des effectifs de 1'industrie de 1976, soit un rythme de créations

d'emplois de 15 000 & 60 000 emplois par an.
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3 - Ces mouvements en sens contraire s'appliqueront & 1'industrie frangaise
pendant une période ol elle ne devrait plus guére accroitre le niveau
global des emplois offerts et ol méme s'amorcera peut €tre un "exode indus-
triel”.

~

Ils se cumuleront avec les pressions dues 34 la concurrence des pays du

Sud, candidats 3 1'entrée dans la C.E.E., 3 celle des pays de 1'Europe

de 1'Est et 3 celle des autres pays industriels.

Un contexte de croissance économique lente et de situation critique des

relations financiéres et économiques internationales aggraverait considé-

rablement 1'ampleur du probléme

~ par une intensification de la concurrence y compris entre pays indus-
trialisés,

~ par un risque accru d'insolvabilité des pays en voie de développement,

~ par l'asymétrie qui en résulterait pour les &conomies des pays indus-
trialisés : ceux-ci subiraient le contrecoup d'une concurrence accrue
(perte d'emplois) sans pouvoir espérer développer des emplois 3 1l'expor-—

tation.






NOTE SUR L'INCIDENCE POUR L'ECONOMIE BELGE D'UNE AUGMENTATION DU COMMERCE
EXTERIEUR AVEC LES PVD

V. VAN ROMPUY
Professeur K.U. LEUVEN

1. Méthode de travail utilisée

On a recherché une réponse approximative a la question suivante : quelle est

l"incidence directe et indirecte sur le PNB et sur l'emploi en Belgique d'un

accroissement simultané d'un milliard de FB des exportations vers les PVD et

des importations provenant des PVD.
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Lors de 1'application de 1'analyse input-output on a fait usage des données

statistiques suivantes :

a. le tableau input-output pour la Belgique de 1'année 1970;
b. la structure du commerce extérieur de la Belgique pour l'année 1970; le
commerce a &t& limité aux produits concurrentiels;

c. les coefficients d'emploi pour 1970.

La valeur ajoutée brute par homme-année a ét& utilisée comme une grandeur ap-

proximative pour le capital matériel et intellectuel des secteurs.

2. Commentaire des résultats obtenus

Calculé en prix de 1970, et avec la structure de production et de commerce de
cette méme année, un acroissement des importations concurrentielles provenant
des PVD pour un montant de I milliard FB provoque une perte d'emplois de 2,084

unités par an pour 1'ensemble de 1'économie belge (Tableau 1).

Si 1'on considére alors que 1 milliard de revenus d'exportations est dépensé par
les PVD pour acheter des produits belges, il en résulte, en maintenant constant
la structure d'exportations de 1970, une création de 1.750 emplois par an en

-

Belgique.

Par conséquent, une expansion &quilibrée du commerce de produits concurrentiels
avec les PVD pour un montant de ! milliard FB (prix 1970) provoquera (si la
durée du travail reste constante), une perte nette de 334 unités d'emplois

pour l'ensemble de 1'&conomie belge (1).

En réalité, ce résultat net masque le fait que, sous les hypothéses de dévelop-
pement &quilibré du commerce, les branchtes de 1'économie oli se concentre prin-
cipalement 1'expansion des exportations et de 1l'emploi différent fondamentale-
ment des secteurs qui souffrent de 1l'accroissement de la concurrence des im-
portations et de la diminution d'emploit¢ (Tableau 3). Au total, si 1'on assiste

i une augmentation équilibrée du commerce avec les PVD pour ! milliard FB (prix

(1) En 1970 les exportations concurrentielles de la Belgique avec les PVD s'éle-
vérent & un montant de 30 milliards de FB; le montant correspondant pour
les importations était de l'ordre de 2.9 milliards de FB. La population
salariée s'éleva 3 2,9 millions de travailleurs et employés.
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1970), le résultat est une perte d'un millier d'emplois, surtout dans les in-
dustries textiles et de vétement (~560) la fabrication de chaussures (-119),
les autres industries parmi lesquelles celle des jouets (-112), le traitement
du bois (-39). Les machines de bureau (-25) et 1'industrie chimique (-20) sont
aussi parmi les domaines qui subissent une diminution de 1'emploi. Par contre,
quelques secteurs connaissent une augmentation du nombre d'emplois : c'est le
cas surtout pour la construction de machines (+172), 1l'industrie des fabrica-

tions métalliques (+108), les fabrications &lectro-techniques (+101).

Les effets macro-économiques sur 1'emploi, qui résultent d'un accroissement cu
commerce réciproque entre la Belgique et les PVD, s'appuient sur 1'hypothése
d'une mobilité suffisante du travail, aussi bien entre les secteurs qu'entre

les régions.

L'accroissement du commerce réciproque entre la Belgique et les PVD pour un
montant de 1 milliard (prix de 1970) conduit, malgré le solde négatif du ncmbre
d'emplois, 3 une modification positive du PNB de 36 millions FB (PNB au coit

des facteurs) (Tableau 1)(1). La perte d'emplois est plus que compensée par

un transfert de forces de travail et d'autres facteurs de production de sec~-
teurs d'activité 3 salaires et productivité faibles, vers des secteurs i sa-
“laires et productivité élevés. En 1970, les rémunérations et les composantes
salariales d'un employé, par unité d'exportations compétitives vers les PVD,
étaient de 20 7 supérieures aux rémunérations d'un employé et par unité de
production dans les activités en concurrence avec les importations en provenance

des PVD (Tableau 2).

Remarque générale. Il ne faut pas accorder une importance exagérée aux valeurs
absolues des résultats obtenus. La signification réside surtout dans le fait
qu'ils donnent une orientation générale des changements impliqués, ainsi qu'un

ordre de grandeur relatif.

(1) En 1970 le PNB de la Belgique était de 1'ordre de 1.300 milliards de FB.



3.0Observations

- Caractére statique de 1'étude. La structure des exportations et des impor-

tations de 1970, ainsi que les coefficients techniques du tableau input-out-
put, de 1970, ont été supposés constants.

L'évolution survenue depuis 1974 donne 1'impression que notamment la struc=-
ture des importations s'est modifiée dans le sens d'un développement accé-
1éré de certains produits manufacturés incorporant beaucoup de main d'ceuvre
d bon marché. Les coefficient techniques de 1970 se sont également modifiés

sous 1l'influence du progrés technique.

L'incidence du développement du commerce extérieur sur les prix a &té négli-
gée, Dés lors les conséquences pour la structure de la consommation, le
volume des importations et 1l'emploi peuvent €tre différentes de celles pré-

sentées ci-dessus,

L'avantage pour le consommateur appartenant au PD qui résulte d'une diminu-
tion des prix est parfois largement réduit & cause des bénéfices accrus réa-
lisés par les entreprises de production dans les PVD et les intermédiaires

commerciaux.

L'ampleur du chomage actuel réduit considérablement la mobilité profession-

nelle et régionale.

L'information statistique disponible est insuffisamment affinée pour en ar-
river au niveau qu'exigerait une approche concréte des problémes de restruc-—
turation. Plus précisément, cela signifie qu'une branche d'industrie qui,
sur base de l'analyse faite dans cette étude, se trouve dans une situation
de pression sous 1'effet du commerce international, n'est pas nécessairement
en difficulté dans tous ses domaines. Inversément, une &volution positive
dans un secteur ne veut pas dire que certains problémes ne se posent pas pour

diverses entreprises 4 1'intérieur méme de ce secteur.
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Justification de 1l'hypoth&se d'un acroissement simultané des importations et

des_exportations par le méme montant

Hypothése de travail : dans les PVD 1'utilisation des facteurs de production
disponibles, dont principalement le travail, est limitée par la pénurie de
devises internationaux. Un accroissement des exportations vers les PD per-
mettra les PVD de financer des importations provenant de ces derniers pays

d'un méme montant (1).

Cette hypothése de travail est peut-étre valable pour 1l'ensemble des PVD com~
paré 3 l'ensemble des PD, mais pas nécessairement pour chaque PD pris indi-

viduellement,

L'évolution du commerce extérieur de la Belgique avec les PVD entre 1965 et
1975 permet cependant de conclure i un développement assez paralléle des expor-

tations et des importations.

Part des PVD dans le commerce extérieur de la Belgique

Importations PVD Exportations PVD
Total Imp. 7 Total Exp._Z
41965 15.3 8.6
1970 14.8 7.6
1974 15.5 9.1
1975 13.8 10.8
1976 14,7 9.6

(1) En 1970 une augmentation des exportations concurrentielles belges vers les
pays PVD aurait représenté 3 % des exportations existantes; du coté de
1'importation concurrentielle un changement de la méme importance aurait
constitué 34 7 des importations provenant des PVD & ce mOment.



4.Conclusions générales

I.

3.

L'élargissement du commerce extérieur d'un PD avec les PVD présente un
certain nombre d'avantages et d'inconvénients. Certains conséquences se
prétent mieux 3 une expression quantitative que d'autres. Dans cette note
se trouvent exposés brievement les premiers résultats d'un travail concer-
nant 1l'incidence sur les revenus et sur 1'emploi d'un accroissement &qui~

valent des importations et des exportations.

I1 ne faut pas accorder une importance exagérée aux valeurs absolues des
résultats obtenus. La signification réside surtout dans le fait qu'ils
donnent une orientation générale des changements impliqués, ainsi qu'un

ordre de grandeur relatif.

Au total l'incidence nette sur l'emploi sera probablement négative tout
au moins dans un premier stade et dans 1'hypoth&se que la durée du travail

reste constante.

Les salaires et les revenus réels et dés lors le PNB seront favorablement
affectés.

Dans 1'ensemble les modifications ne seront pas considérables.

Ces conclusions sont dans la ligne des résultats obtenus dans des études

similaires effectuées dans d'autres PD.

Le résultat net masque cependant le fait que les branches de 1'économie

ol se concentre principalement 1l'expansion des exportations et de 1'emploi
différent fondamentallement des secteurs qui souffrent de 1'accroissement
de la concurrence accrue des importations et de la dimination d'emplois.
De plus, les travailleurs mis en chdmage appartiennent dans une mesure
assez considérable 3 la catégorie des non ou plus qualifiés. Dés lors. la
reconversion sociale sera lente, difficile et parfois impossible. En
outre le climat général dépressif actuel et 1'ampleur du chdmage existant
rendent chaque effort supplémentaire 3 la restructuration économique et &

la reconversion sociale particuliérement difficile.
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Tableau | : Effets globaux d'un accroissement simultané des importations et

‘des exportations concurrentielles de la Belgique d'un milliard de

FB avec les pays en développ: ment

1965 1970
A. Importations
Emploi (homme-années) - 2991 - 2084
Valeur ajoutée (millions FB) - 528 - 559
dont salaires - 373 - 377
B. Exportations
Emploi (homme-années) + 2467 + 1750
Valeur ajoutée (millions FB) + 603 + 595
dont salaires + 417 + 379
C. Solde net (B-A)
Emploi (homme-années) - 524 - 334
Valeur ajoutée (millions FB) + 75 + 36
dont salaires + 44 + 2

Tableau 2 : Intensité des facteurs des importations et des exportations concur-

tielles de la Belgique avec les PVD (en milliars de FB)

Val. ajouté par

pers. empl dont salaires

1965

Importations 148 105
Exportations 205 142
Importations/Exportations 0,72 0,74
1970

Importations 268 181
Exportations 340 217

Importations/Exportations 0.74 0.83
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Tableau 3 : Effets sur 1l'emploi et str la valeur ajoutée d'un accroissement

des importations et des exportations de la Belgique avec les PVD.

1970
Secteurs Emploi Valeur ajoutée (en min.FB)
Iﬁp. Exp. Solde Imp. Exp. Solde
Agriculture 7 3 -4
Charbon 11 32 21
Cokes 2 7 5
Pétroléum 6 6 0
Electr. eau, gaz 13 19 6
sidérurgie 45 203 158 23 102 79
Verre 7 46 39 21 14 12
Matér. constr. 2 16 14
Autres minér. 8 13 5
Chimie 183 164 -19
Fabr. métal. 61 169 108 16 45 -29
Machines 82 254 172 12 79 67
El, techn. 48 149 101 15 46 31
Autom. 2 22 20 82 b4 -38
autr., moy. transp. 285 155 -130
Alim., boiss., tab. 2 1 -1
Confection 270 30 =240 44 5 -39
Autre Text. 439 119 =320 97 26 =71
Chaussures 124 55 -119 21 1 =20
Bois 56 17 -39
Papier 64 55 -9
Caoutchouc 12 15 3
Mat. plast. 9 7 2
Autr. indus. 118 6 -112: 19 1 -18
Serv. incl.constr. 224 234 10

Total 2084 1750 =334 559 559 36







Carlo SECCHI June 1978

ITALY : Regional Impact on Employment of increased competitive imports
from LDC

To my knowledge, no detailed study has been carried out on the regional
impact on employment of increased competitive imports of mznufactures from
LDC's with reference to the case of Italy. As a matter of fact, apart from
my calculations previously submitted and from considerations of a general

nature, such a study dces not exist even for Italy as a whole.

From Census data, it is possible to have detailed regional and provincial
quantitative information on manufacturing employment in various industries.
A good comparison for the 20 Italian regions between the results of the

two industrial censuses of 1961 and 1971 was published about a year ago in
the Italian weekly economic review "Mondo Economico" (1). From it, it is
possible to notice that in the period 1961-1971 a higher spatial dispersion
in some industrial sectors has occurred (chemical fibres, plastics), while
other sectors (most of light mechanical industries) still have a high spatial
concentration. The first sectors have been moving more towards the southern
regions, while the second group has been moving more towards the north-east,
with some new locations also in Campania and Puglia (south). It is also
possible to notice that a re-equilibrium process has taken place between the
north-west (Lombardy, Piedmont, Liguria) and the north-east. On the contrary,
within the south, regional unbalances have increased from the point of view
of manufacturing employment. Campania and Puglia have recorded a slight
increase in labour-intensive manufacturing activities (like light mechanical
industries), while in the other southern regions the decreasing importance
of traditional activities (food, clothing, wood, etc.) has favoured an
increase in more capital-intensive industries (plastics, fibres, petroleum
refinery). Central and north-eastern regions, on the other hand, have in~
creased their share in "traditional" more labour-intensive activities. Thus,
the dualistic structure of Ttalian regional industrial employment has been

in a sense replaced by a new situation characterized by three areas with

(1) ¥r. Grillo, Mr. Silvani, "Concentrazione territoriale dell'industria
manifatturiera (1961—1971)", Mondo Economico, n. 25, 2 luglio 1977,
pp. 39-49.
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quite different features: the north-west (highly industrialized), the centre

and north-east (from Tuscany upwards) and the south.

This implies also that the impact of increased competition from manufactures
from LDC's will be differently felt in the three areas and in their regions.
lany sectors candidate for competition are highly located in the centre and
north-east. Here, however, they seem to be able to adapl quickly to changing
situations, thanks to the flexibilily of firms (mostly small and medium size},
to a high degree of entreprensurship, the rapid introduction of innovations,
etc. (although with some exceptions). The same applies for some sectors in

the north-west. At a sub-regional level, however, some problems might occur
(and in some cases are there), as a consequence of the high share in employment
that some activities (like traditional textile) have in some towns and in

their immediate surroundings.

The situation is much worse in the southern regions, where in many cases

whole areas see their mamufacturing employment in just one large plant.

Some of these (chemical fibres, other chemical activities, petroleum refinery,
steel, etc.) are at present in very bad economic conditions, and on the basis
of economic criteria should be simply closed down, with disastirous consequences

on manufacturing employment of the areas they are located in.

Consequently, the adjustment problem will be much more difficult to tackle in
these areas, and it will require massive intervention in the fields of

industrial and regional policy.



Carlo SECCHI
February 28, 1978

SOME (APPROXIMATE AND PRELIMINARY) CALCULATIONS ON THE EMPLOYMENT EFFECTS IN ITALY
OF INCREASED COMPETITIVE IMPORTS FROM LDC's

In this note, some calculations (1) are presented and briefly discussed, with reference

to the probable negative impact on employment caused by increased imports of competitive

manufactured products coming from LDC's.

To my knowledge, contrary to what has been done for other EEC countries, no detailed
quantitative study has been so far carried out for the Italian economy. Thus, I thought
it might have been interesting for the group to have some (rough) calculations also
about Italy.

The results given in tables 1 & 2, are based on :

- the Italian input-output table of 1972 (the 16 sector version, for simplicity), exclu-
ding services not on sale (sector 16 : public administration, etc...) for obvious

reasons ;

- the Italian industrial census data on employment, with reference to 25 October 1971

(last census), plus other data on employment referring to 1972 ;

- the composition of Italian imports from LDC's of competitive manufactures products
in 1972 (source : OECD).

The use of the 1972 input-output table (latest available) already points out some Llimits
of the results, since this table does not take into account the changes in the structure
of the Italian economy which occurred after the 1973 oil crisis and in the more recent
years of depression. This table, furthermore, is an Up-dating of the 1970 table, and

no new table based on direct data has so far been announced.

(1) Although the responsibility for the results is mine, help in the calculations was
provided by Miss Giovanna Tagliabue, Associated prof. in the University of Trento
and in the State University of Milan, Italy.
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Moreover, input-output analysis implies "linearity" for the results which are obtained,
which seems quite unrealistic for examining negative effects on employment, particularly
taking into account the many features of "rigidity" which affect the Italian labour market.
Thus, the results should be interpreted with great care, taking these (and other remarks

which will be presented later) well in mind.

Contrary to what has been done in other exercises for other EEC countries, only imports

are considered. The reason is that it was not felt realistic enough to assume that an

increase of imports from LDC's would be followed by an expansion of Italian exports to
LDC's. Taking into account the huge balance of payments deficit of non-OPEC LDC's on
the one hand, and the possibility for these countries anyhow to use their export receipts
to buy goods and services in industrialized countries different from Italy, no assumption

about an increase of Italian exports was introduced.

It is possible, obviously, to introduce also assumptions about an increase of Italian
exports in a later stage, but perhaps this could be better done at a higher Level (e.g.

considering the EEC as a whole).

Two sets of calculations are presented. The first one refers to an increase of Italian
imports in "textiles, clothing, leather and shoes'", while the second refers to a general

expansion of Italian imports of competitive manufactured products coming from LDC's.

i) Employment effects of an increase of Italian competitive imports of ''textiles,
clothing, leather and shoes"

The results presented in table 1 are based on the assumption that an increase of

Italian imports of "textiles, clothing, Lleather and shoes" equal to 100 billion Lliras

(in 1972 prices) would displace internal production in satisfying internal demand by
an equal amount. Input-output analysis allows then a calculation of the direct and
indirect effects on internal production (not présented here) and on employment, which
are given in table 1. (Subject, of course, to the restrictive assumptions briefly

discussed before).

Italian imports of these products in 1972 from LDC's amounted to 154,9 million dol-
lars. Thus (taking into account the 1972 exchange rate), 100 billion Lliras means
more or less a doubling of Italian imports of "textiles, clothing, lLeather and shoes"

from LDC's, with reference to the 1972 situation.
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(Alternatively, the results of table 1 could be the positive employment effects for

the Italian economy deriving from cutting to zero all Italian competitive imports

from LDC's of the products under consideration. Looking at the problem from this

point of view, however, the exclusion of any consideration about Italian exports to

LDC's becomes more crucial, with respect to what was said before).

@)
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Table 1

Employment effects of an increase of competitive imports of 'textiles, clothing, leather

and shoes" equal to 100 billion Lliras.

Sectors Number of workers
1. Agriculture, forestry and fishing 125
2. Energy products 172
3. Iron, steel and non-ferrous metals & minerals 42
4. Non-metallic minerals and manufactures 50
5. Chemicals | 472
6. Machinery and mechanical products 183
7. Transport equipment 13
8. Food, beverages and tobacco 57
9. Textiles, clothing, Lleather and shoes 22.587
10. Wood, paper, rubber and other manufactures 545
11. Constructions and public works 66
12. Hotels and commerce 272
13. Transport and communications 492
14. Insurances and banking 327
15. Other services 121
16. Services not on sale (public administration,
etc...) -
TOTAL EMPLOYMENT DISPLACED 25.524

For explanations, see the text.
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i1) Employment effects of an increase of Italian comptetitive imports from LDC's
equal to 500 billion liras ‘

The results presented in table 2 are based on the assumption that Italian imports
from LDC's of competitive manufactured products would increase by 500 billion Lliras
(at 1972 prices).

Following the Italian input-output classification, imports of competitive manufactured
products (SITC 5, 6, 7, 8 excluding 67 (iron and steel) and 68 (non-ferrous metals)

in 1972 were as follows :

5. Chemicals 35 million dollars
6. Machinery and mechanical products 46.3 " "

7. Transport equipment 23.5 " "

9. Textiles, clothing, leather and shoes 154.9 " "
10. Woord, paper, rubber and other manuf. 1.7 " "
thus totalling 301.4 million dollars

which is 6.6 % of total Italian imports from LDC's in that same year (4,601 million
dollars) (2).

500 billion Liras extra imports of competitive manufactured products from LDC's

(at 1972 prices), would mean an increase with respect to the situation of that year
of 250 %, approximately (taking into account the exchange rate lira-doltar of 1972).
This might be considered as exaggerated, but one should also take into account how
Little "open'" was the Italian economy in 1972 to competitive imports of manufactured
products from LDC's. In 1975 imports of SITC products 5, 6 (excluding 67 & 68), 7
and 8 amounted to 574 million dollars, and in 1976 and 1977 they constantly increased
(in part, of course, as a consequence of inflation and of the devaluation of the lira

with respect to the 1972 situation wvis-a-vis the dollar).

(2) For a more up~to date picture of Italian imports from LDC's see :
C. Secchi, '"Le Importazioni italiana daj Paesi sottosviluppati con particolare
riferimento ai prodotti manufatti', L'Industria, n. 2-3, 1977 (available c/o
Mr J.L. Lacroix).
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Table 2

Employment effects of an increase of competitive imports from LDC's equal to 500 billion
liras

Sectors Number of workers
1. Agriculture, foresty and fishing 676
2. Energy products 1,214
3. Iron, steel and non-ferrous metals & minerals 2,659
4, Non-metallic minerals and manufactures 593
5. Chemicals 7,162
6. Machinery and mechanical products 15,859
7. Transport equipment 3,578
8. Food, beverages and tobacco 259
9. Textiles, clothing, leather and shoes 58,498
10. Woord, paper, rubber and other manufactures 13,190
11. Constructions and public works 409
12. Hotels and commerce 1,103
13. Transport and communications 2,989
14. Insurances and banking 1,477
15. Other services 701

16. Services not on sale (public administration, etc...) -

TOTAL EMPLOYMENT DISPLACED 110,367

For explanations, see the text.
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The results given in table 2 are based on the assumption that the 500 billion Lliras
extra imports of competitive manufactured products from LDC's would have the same
structure per sector as in the 1972 actual case presented above, and that they would

displace internal production by an equal amount (similarly to what was done ad i).

A comparison with the results obtained by prof. V. Van Rompuy (3) 1is gquite interesting.
In the case of Belgium, for 1 billion belgian francs (at 1970 prices) extra competitive
imports from LDC's, there would result a loss of 2,084 jobs. At the exchange rate
lira/f.b. of 1970, the case of 500 billion liras would mean 40 times as much, that is
83,360 jobs. This is quite less than the figure given for Italy (with reference, how-
ever, to 1972) of 110,367 jobs (table 2). The difference (27,007 jobs) is almost fully
explained by heavier employment consequences in the case of Italy on the "textile, clo-
thing, leather and shoes' sector (25,178 jobs more in Italy would be lost than in Belgium
under the assumption of 500 billion Liras extra imports). There are differences also

for other sectors (e.g. agriculture, etc..., Machinery and mechanical products, trans=-

port equipment), while for others (e.g. chemicals) the results are quite similar.

Such a comparison is anyhow quite interesting, notwithstanding the different structure of
the two countries (i.e. input-output tables) and the different composition of their
foreign trade with LDC's for the products considered. Perhaps, a general comparison
at the EEC level could give - apart from inevitable variations from Country to Country -

some constant trends, well deserving some further analysis.

(3) Note sur l'incidence pour L'économie belge d'une augmentation du commerce
extérieur avec les PVD.






Frank Wolter Kiel, February 1978

Note on Estimates of Employment Effects of an Increasing

Division of Labour with Developing Countries, FRG

I'n Germany, estimates of employment effects due to adjustment

for trade with developing countries have been carried out by

the Institut fir Weltwirtschaft, Kiel and the Deutsche

Institut fir Wirtschaftsforschung, Berlin. The relevant

references are:

(1) G. Fels, E~J. Horn, Der Wandel der Industriestruktur im
Zuge der weltwirtschaftlichen Integration der Entwicklungs-—

liander. "Die Weltwirtschaft", Tibingen 1972, Heft 1.

(2) H.H. Glismann, Die gesamtwirtschaftlichen Kosten der

Protektion. "Kieler Diskussionsbeitriige", Kiel 1974,

(3) iI. bicke, H.H. Glismann, E.-J. Horn, A.D. Neu, Beschiftigungs-
wirkungen einer verstirkten Arbeitsteilung zwischen der
Bundesrepublik und :len Entwicklungslindera. "Kieler

Studien", Nr. 137, Tiibingen 1076.

(h) G. Fels, E.-J. Horn, K.-W. Schatz, F. Wolter, Analyse und
Erfordernisse einer Aussparungsstrategie im “Vergleich zu
einer Universalstrategie. Opinion submitted to the
Federal Ministry for Rescarch and Technology. Kiel 1976

(mimeo.).

—~
Ut
~—

¥F. Wolter, Adjusting to Imports from Developing Countries.
In: Il. Giersch (ed.), Reshaping the World Economic Order.
Tiibingen 1977.

(6) D. Schumacher, Verstiirkter Ilandel mit der Dritten Welt:
Eher Umsetzung als Freisetzung deutscher Arbeitskriifte.

"DIW-Wochenbericht", 5/1977. Berlin, 1977.

(7) D. Schumacher, Beschiftigungswirkungen von Importen aus
Entwicklungslindern nicht dramatisieren. "DIW-Wochenbericht",

1/78, Berlin, 19783.

—~
>
~—

D. Schumacher, 800 000 Deschiiftigte fir den Export in Ent-
wicklunrsliindern beschiiftigt., "DIW-Wochenbericht!, 5/73.

Berlin 1978.
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The Kiel projections of net displacement effects range until
1585 and cover West Germany's manufacturing sector split up
into about 30 branches1. Methodologically, these estimates
are in principle based on extrapolations of regionalized
import and export as well as industryspecific productivity
trends, subject to various assumptions (for details seec

pp. A = A6 and (3) pp. 88 scq.).

The DIW-projections of displacement effects range until 1980
and cover four industrial sectors (precision and optical
goods, leather proddcts, textiles and clothing). The estimates
by means of input-output techniques are based on trend
extrapolations of imports, the price and commodity structure
of 1972 and the productivity structure of 1976 (for details
see (6), p. 36). In addition, DIW has published ex-post
calculations of employment effects of Germany's trade with
developing countries according to economic sectors and
occupation (7), (8).

Obviously, the Kiel .and DIW estimates are difficult to compare.
However, the calculations of both Institutes indic: te
substantial inter-industrial migration caused by 2an
increasing division of labour between Germany and the

developing countries.

.
In depth estimates are available for precision and optical
goods, textiles and clothing in (3).
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Table A 6 - West German Industry: Projected Displacement and Employment Effects of Trade with

Developing

U intries 1973-19858 as Compared to Displacement Effects of Total Import

Growth and Froductivity Changes 1962-1975

] Displacement Employment T Cisplacement | Displacement | Displacement d a
. se o increas-| due 10 1ncreas-; due to total due to import {due 1o change RCA RCA
Employees | ing imports ing exports import growth| growth from |in labour pro- Average Average
from LDCs to LDCs L.DCs ductivity
Industries
1975 1973-1985% 1973-1985% 1962-1975b 19'52-1975b 1962-1375° 1962-64 1973-75
1,000 employees
Stones and earthen gouds 194.8 0.1 2.7 22,4 0.5 181.17 - 71.2 26.7
Iren and steel 3:0.7 38.9 3.1 67.5 1.2 316.3 412.2 175.3
Ir.n and steel foundries 7.3 1.3 1.5 5.6 0.0 62.6 $89.8 301.3
Nun-ferrous metals 111.5 0 1.5 49.5 2.9 1.3 -305.1 -230.0
!Cremcals 616.8 5.0 22.8 165.3 2.9 802.1 18.8 70. 4
{Woud, palp, paper, papertcard | 116.8 1.1 3.2 50.3 2.4 168.0 -208.8 | -176.4
I Rubber ang astesios manufacture 115.4 0.8 1.3 33.0 0.6 94.9 125.8 101.1
ai and lightnetal t
L3inee=ing : 196. 4 0.3 ] 10.8 0.0 101.4 701.0 472.0
Mectanicul engineering 1,106.9 1.7 196.8 168.2 5.1 349.0 505.0 272.4
t equipment 684.0 61.1 50.2 242.6 3.6 486.4 373.2 251.1
993.2 243.7 58.7 188.9 11.7 1,163.3 389.3 80.6
n an
watches 152.0 56.6 4.6 54.5 3.9 153.1 365.3 46.3
Structural steel products 135.2 5.9 2.1 8.9 0.3 83.8 514.3 205.8
Iron, sheet and netal guods 356.1 23.7 2.2 51.3 2.0 275.6 343.3 121.3
| Fire ceramics, glass, glass pro- !
cucts 149.4 19.6 1.0 37.1 0.8 177.7 409.9 85.2
Woasdwork 217.2 5.0 0.3 24.8 1.8 224.4 - 75.7 ) -124.2
Musicalinsiruments, toys etc. 49.7 9.2 0.2 3.0 6.9 28.4 - 54.9 | -221.7
Paper and puip manufacure 118.8 1.6 0.9 12,5 0.2 83.0 364.0 106. 4
Printirg 194,55 0.1 0.5 9.6 0.2 133.6 21y.2 161.1
Flas:iic products 178.0 9.1 3.7 33.4 1.1 240.1 6.3 12.6
Leatier, leather products, snoes ' 94.4 4.5 0.4 57.8 7.4 46.1 -121.3 ] -293.2
Textiles 356.9 40.7 6.6 141.8 24,2 163.4 -177.8 | -202.3
Clothing 288.3 203.8 0.5 144.6 45.9 160.6 -267.7 -447.3
I'uod, beverages, tobacco 461.5 13.4, T4, €9.0 1.2 426.4 -307.2 | -234.3
Munufacturing 84u. 2 400.2 1,684.4 132.8 6,531.1
'Acccrdxr.g to trend extrapolaticns carried out by Fels, Horn, Schatz, Wolter. For details sce para. 26. - hCalculated as D'“ms' (!\!“5-.\!152): '..Pns
where D-displacement effect; ?-1173(52) = Imports of industry i in 1975 (1962), LP\,H * labour produetivity of industry { in 1375 measured as sales per
employvee. - €Calculated as 01!152-75 : "NI’\"_,S'Hjlzg - NPV“;) : F’i'lS : H:75 where .\'l‘Vns = volume of net production in 1970 prices of industry i in
1475, "162(75) * labour procucuvity of industry i in 1962 (1975) as measured by v,luine of net production per hours worked; F‘ns * employees of indus-
try i in 14753, "175 ®* hours worked in industry i in 1975, - dl(eveaxe\.’ comparative advantage in trude with developing countries. For mmeasureinent see
para. 16. - .Except mineral o1l industry.

Source: Fels, llorn,. Schatz, Wolter, op.cit. - Statistisches Bundesant, I'achserie G, Rethe 7, various issues, - Rolf Krengel u. Mitarb.,
Produkt:onsvolume: vid -potential, Produktionsfakioren der Industrie im Gebiet der Bundesrepublik Deutschlund einschiediich Saarland und
Berlin (West), Stat.stische Kennziffern, Eerlin, various 1ssues. - Own calculations,

€Y



Method used for projecting employment effects

In order to be able to forecast the future structure of the federal
Republic's external trade and determine the number of workers who will

be displaced in the course of the structural changes, trend estimates
were produced for the Federal Republic's industry=specific imports and
exports in its trade with industrialized and developing countries and

for the labour productivity of the individual sectors. In these trend
extrapolations time is an exogenous variable; it is anticipated that

the overall pattern will be the same as in the past, this applying in
particular to the future economic policy measures of the Federal Republic

and its trading partners.

The employment effects that will accompany the structural changes up to
1985 were broken down into two components : the first shows what
employment changes will be due to the anticipated increases in imports
and the second shows what increa® there will be in employment as a result
of the trend of exports. The balance of these two components is seen as
the structural change due to external trade. The employment effects are
calculated according to the following formulae :

(N
-M
g M o Mt it -
i AP it
X - X
APi,t
where
B1 = the change in the number of persons employed in sector i
= imports
X = exports
AP = labour productivity
t = forecast year
t=1 = last year of observation

Source : (4)
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It is assumed in this method of calculation that a given value of additional
imports displaces a given value of domestic production. The forescast
values for 1985 were calculated separately for imports from developing

and from industrialized countries. The same procedure was followed

for exports. An exponential trend function was employed:

bt
y = ae ,

where y represents imports or exports as appropriate, a is a constant, e is the
base figure of the natural logarithms, b is the regression coefficient and t

represents time.

The labour productivity of the individual sectors of German industry was measured
as sales per employee. The values for 1985 were obtained by extrapolating the
1974 values using the average annual rate of change per man—hour between 1962

and 1974; the values for (the recession year) 1974 were adjusted first to

allow for the under-utilization of plant capacity. The index of labour produc-
tivity per man—hour was preferred to the corresponding index per person employed
since the latter is comparatively fluctuation - reactive. Possible cuts in

working hours over the projection period were disregarded.

A number of problems had to be allowed for. These concern (1) the length of
the period of observation of trade with industrialized and developing
countries; (2) the productivity or margina Labour; (3) extraordinarily

large increases in imports; (4) calculation using nominal values, and

(5) the choice of industrial sectors.

(1) While 1985 trade with industrialized countries was estimated
using the longest possible observation period, namely
1962-74, the shorter period of 1968-74 was used for the

developing countries.

Source : (4)



_3_

This was done because the developing countries have been exporting industrial
goods (to the Federal Republic) in appreciable quantities only since the end
of the sixties. It was also feared that rapidly increasing imports with

a low base level (base effect) might lead to an over-estimation of the

employment effects.

(2) It was assumed that the labour productivity of displaced labour is (one-third)
less than the average productivity of the Labour force in the sector in question.
This seems plausible because one can assume below-average labour productivity

for shrinking firms and displaced labour.

(3) In some sectors imports from developing countries grew extraordinarily
rapidly between 1968 and 1974. As a restriction on the forecast

to 1985 an average annual increase of 50 % was incorporated. This is plausible
for two reasons. Fingly, experience shows that the grovthof imports slows

down in relative terms when they reach a fairly high level (and the same
applies to exports). Secondly, it is to be expected that domestic producers
will demand import barriers on grounds of market disruption if imports do

increase to a high level very rapidly.

(4) The calculations were carried out with nominal values since in the
industrial nomenclature that was used there are no price indices for German

external trade broken down according to industrialized and developing countries.
With this method it is assumed that the relative prices for imports, exports

and sales will follow the same trend as in the past. The generat inflation
component cancels itself out as both the denominator and the numerator contain

nominal values.

(5) Aircraft construction and shipbuilding and the manufacture of office
machinery and data processing equipment were not taken into consideration

in this calculation. In the latter case the empirical data available covered
too short a period, and in the case of aircraft construction and shipbuilding

it was not possible to calculate the necessary labour productivity figures.

Source : (4)
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Vincent CABLE Avril 1978

Consumer Benefits and Trade Liberalisation

Consumer henefits from freer trade and consumer costs from protection
are not incidental side effect of such policies but central to any
measure of economic welfare. Lower (or higher) prices, greater (or
lesser) availability of goods are after all amongst the most cobvious
ways of transmitting changes in real incomes. The various effects of freer

trade on consumers can be summarised as follcws:

(1) consunmer 'surplus®; much economic analysis tends to focus

on the gains to society as a whole from an expansion of consucption
opportunities and greater productive efficiency, both se=n in
purely static terms (consumer and producer "surplus'). These

gains are likely to be small in relation to the distributional
effects of tariff (or NTB) changes as long as the tariff rate,

or tariff equivalent, is small, as is the case now for most

tariff protected manufactures.1 This arises from the mathematical
relationships involved which determine that corsumer - and producer =
"surplus'" is a function of the square of relative price charges.
Consumer ‘'surplus' considerations are therefore only significant
for highly protected items like clothing and agriculture where

domestic prices,

(ii) dynamic factors; consumers benefit to the extent that

economies of scale generated through trade are passed on in lower

1... . . . . o
This is also a gross, rather than a net benefit to society since it is
necessary to deduct the costs involved as producers move to more efficien”
activities, though these are also likely to be small if tariffs are szzll.
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prices. Economies of scale also lead to concentration of ownership
which is now very advanced in many European industries. In the
absence of competition from trade, or effective anti monopoly policy,
there will follow the abuses and inefficiencies one would expect
from monopoly power. This is not a consideration which applies

with particular force to "labour intensive' processes in which ldcs
have developed a comparative advantage, making shoes and clothing
for example, since here small firms predominate. But it is still
relevant especially where restrictive practices exist. It also
provides a source of (very unwelcome!) price competition for the
monopolitistic manmade fibre producers through competition in the

end product market.

(iii) price stability; to the extent that inflation is not purely
a monetary phenomenon, increases in imported, final or intermediate
product,prices can influence the rate of inflation. The
effects are likelv to be small in relation to other influences on
overall inflation (but not necessarily small in relation to the
costs of trade liberalisation). However if one adheres to a
boradly 'cost-push' view of inflation small initial changes
originating in higher import (or import competing) prices can

have a powerful 'ripple effect' as mark-ups are added and product

price increases are incorporated in wage demands.

(iv) distribution effects; trade liberalisation also entails a
straight transfer from producers to consumers. Lower consumer

prices have their counterpart in lower profits and wages in the
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import competing industry. This could be regressive or progressive
(in a fiscal sense) depending upon the product concerned. In the
case of agriculture the effects of trade liberalisation are usually
progressive since protection represents a form of consumption
tax on a basic necessity to subsidise agricultural landowners (apq workerd.
Trade liberalisation of clothing and shoes is also probably
progressive because consumption of these items tends to be relatively
high in low income groups. It is also important to remember that
we are not only dealing with final products but also intermediate
inputs. Part of the cost (i.e. that which cannot be fully passed
on) of protecting steel makers has to be borne by steel-using
industries:/;irn makers by clothing manufacturers. This effect

can be measured in terms of changes in effective protection.

There are two basic lines of criticism normally levelled at those
who wish to give consumer interests central importance in any consideration
of trade policy. Critics say,

(A) consumer benefits are absorbed by importers and other

intermediaries.

(B) these benefits are largely '"irrelevant" under conditions of

large scale unemployment.

(C) even if A or B are false, 'political reality" dictates that

producer interests have to be given greater weight.
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A) Troorters “argins: there is quite a lot of evidence, based on anecdote

and also on serious research (at Tilburg for example) that import

. . mark-ups . o
margins are higher thanjon domestically produced goods. This, 1t 1s
argued, leads to the gains from trade being absorbed not by final
consumars but by specialist importers, owners of retail chains, insurers,
shippers and export merchanting houses in the ldc¢'s. Given genuinely
greater uncertainty in international trade their margins are doubtless

higher than for domestiglly produced goods. There are several reasons

for doubting that anything more serious is involved:

(1) there must be a significant discernable advantage to consumers
in buying 'cheap' imports, otherwise they would not buy them in
in increased quantities - and trade protection issues only arise

when they do;

(ii) much of the evidence of higher importer margins relates to
clothing yet these are possibly explained by restrictions on trade
not the absence of them. The GSP system, with its highly restrictive
tariff quotas on "sensitive' items effectively ensures that the

gains accruing in the first weeks of every year do so as windfall
profits to importers. Also the operation of 'voluntary export
restrictions' and import restrictions effectively creates a semi-
mor.cpoly position for holders .of licences. High importers' margins

in these cases are an argument for less trade restriction not more.
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(iii) even if importers pocket high margins on ''cheap' imports

in the short run, this cannot persist. New importers will get

into the act and undercut the previous importers. Domestic
prcducers, under competition from increased import volumes, will
have to cut their prices and in turn force down import prices.

That this happens in practice is well illustrated by the effects
of a substantial growth of ldc garments imports in 1975/76 on
clothing prices (and profit margins) in the Commrunity. The effect
may be blunted by powerful semi-monopolistic interests in importing
and :etailing but this is an argument for more active anti-monopoly
policy not for giving importers the onportunities for higher mark-ups

which they would derive from a system from import restriction.

B) Unemployment

Any discussion of consumer bencfits (costs) and producer costs
(benefits) needs to be firmly/fgﬁg macro econcric context. The existence
of unemployment at cur--nt levels aad the need to remove it, is sometimes
used as an argument for giving lower wecight to consumer welfare
considerations. However trade restricticas are always inflationary and

why
the main reason/we currently have excessive overall unemploym2nt is because
of the inflation problem. Several major Western European countries,
Germany, Britain within the INF ceilings, and France under the Barre
austerity plan, have established monetary grow+h reilings designed to
curb inflation, but creating as a direct consequence unemployment in
excess of that which is 'structural' (due to immobility). If unemployment

is created as an intentional biproduct of anti inflationary monetary and

fiscal policy it would be totally illogical to use inflationary trade
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protection as a means of countering it, unless there is overwhelming
evidence that the unemployment produced in the industry concerned is of

a special character. Some of us may feel that our governments have got
their gencral priorities wrong but then our job is change their priorities

not to pretend that these priorities don't exist.

There is one school of thought which would reject the above
payzents which is the constraining factor preventing an expansion of
Eurcpean economies. This viewpoint is being pressed in the UK by the
Czzbridze schocl of economists, It is highly doubtful if in fact the
balance of payments is the main constraint. The British government for’
exavple largely for reasons of anti-inflationary policy recently allowed
the pound to float upwards against the weighted exchange rate ofy Basket
cf major currencies,in effect subsidising imports and taxing exports, and

thereby creating unemployment in traded goods and service industries.

Y

ussessive rmark revalvations have had a similar and greater effect in

wn

P

Geriiany. Neither country's authorities, nor those of pocot other governmentg
in the Ei. can therefore legitimately use the balance of payments as an

alibil for unemployment.

If they did, the correct response, other than devaluation, would
be a general but tewmporary import curb, like the Italian import deposit
schene in 1975, or the British import surcharge in the mid 1960's. The
et would De imbalances on inter OECD, including Community, trade,

mind
not 'low cost' imports. With this ir/ Lord Kaldor, one of the main



approach
exponents of the Cambridge has recently set out the details of a

systex of 'ordered trade' designed to preserve a balance in trade in
ranufactures between the 13 main OECD economies including mercbers
of the Community. He ignores ''low cost™ imports, presumably for the
reason that they are of trivial importance in terms of international
morctary imbalance - most such countries anyway spend thelr earnings

fairly quickly in Vestern markets.

If it is true that trade restrictions directly contradict and
unsrmine government '‘macro' econcmic policy, why do goveraments introdice
them? Here we are in the rcalms of politics rather than economils.

Taking their eclectors in the mass governments are more conscious of the
grievances cf the 957 who are exmployed and are concerned about rising

ces then the 57 who are unemployed. Taking a particular ‘micro’

L2

pr
ceceision however the line-up of forces is quite different. A decision
cver vhiezher or not to keep open a shirt factory and/or to restrict shirt
iz, orts will be prece..:d by lobbying by the Wational Union of Shirt
Cpcratives (if there is one) and the National Federation of Shirt Makers
toth ef vhose rombers stand to gain or lose a good deal. But there is

no sational Aszoclation of Shirt Consumers. Consumer interests are likely
tc be igrored since the iwpact of the decision on the consuier price index
in, at the margin, quite semall. DBut this is not always the case.
kesistance to food price increases is particularly strorng and urban-bzsed
parties are very conscicus of the political costs of giving too much to

the farmers, at the expense of urban consumers.
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‘arazcver the benefits from protectionist lobbying are affected by
dizinishingz returns the more lobbiles seek to obtain protection. Producer

«

loLties can only be truly effective in protectionist and price raising

los
)
[
[
<
e
')
b

ur when they represent a swmall part of marketed output. Vhen the
share becomes large and is growing — as it is now with agriculture, texciles,
clothing and shees, steel,‘cars etc. = their activities are ultimately
largely self cancelling. There are possible analogies developing with

wa e barraining behaviour, where any disturbance of differentials is

liable to trigger off a whole chain of claims, which eventually wipe out
much of the initial gain in real terms. In such a circumstances

governments begin to find that it ruas counter to their overall policy

objectives to make significant allowances for too many ‘special cases',

:
1
-

In crder to try to make consumer benefits somewhat more concrete,
methodolopies have been developed to try to quantify the costs and b o.nefits
¢f trade policy decisicns at an industry level though these are, so far,
primitive. The benefits of liberalisation are calculated in terms of
consumer surplus which, as we have seen, is a static concept, understating
the full magnitude of consumer gains. Costs are seen in terms of the output
and therefore income, losses in a transitional period until resources can

the
eployed. Arising from these calculations is / policy implication,

the losers can be compensated leaving a net gain to the community. This
is not merely a theoretical welfare issue ~ in practice many workers do
voluntarily accept cash redundancy payments when offered, as in recent

cases of 'rationalisation' in the UK steel and car industries (though



-9 _

there are hidden social problems - the younger, more mobile workers take
the money even in a difficult job market: older more immobile, workers

tend to cling to their jobs, knowing that redundancy could mean permanent

Trying to put figures to these costs and benefits does however
present cconsiderable difficulty. Predictions of the effects of commercial
polizy decisions rely heavily on price elasticity measurcs (of demand
supply) whlch are netoriously unreliable. Where quantitative regulation
cf imports is irvelved 1t is necessary to have some idea of the implicit
tariff ) which i1s difficult to estimate from direct compariscn of impert
and domestic prices when quality differences are important, and next to
:i%le when the restrictions ave imposed by the exporter (as with
VEL's)., e estivation of 'transitional' costs becomes dif{icult since
redundancy inevitably creates a certain fraction of permanent unemployed,
and the extent to vhich one stops regarding the costs of this permanent
enerployment as due to the trade policy decision and due instead to other

factors 1s largely a naccexr of arbitrary choice.

tut for what they are worth the various studies which have

(i} treated as an investment decision with costs and venefits
discounted over time, the bencfits of trade liberalisation

invariabhly cono out as ater than the social costs even on

7]

wile rance of sunptions,
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benefits from liberalisation are greatest for highly

[as

(i;) the ne
protected items, and for industries where protected workers are in
low wage ewployment - eg. textiles. The costs are more likely to
cutweigh the benefits where protection is relatively low and workers

are highly paid - eg. steel and cars.

<

net
(iii) the “benefits of liberalisation tend (except for very

hichly protected items) to be small in relation to the straicht
transfer effects as between consumers, producers and government

and this no doubt accounts in part for producer resistance to

i

liberalisation.

Since issues have been raised which are of a theoretical character

the arguments are spelt out in more detail, with examples, in an attached

note,



ralisation

The methodolegy for calculating the impact on society of trade
berriers and their removal 1s well established, and has been set out in

detail by arry Jolinson and others (eg. "The Cost of Protection and the

Sctcrs: Do IaviffT O GpT 1980),  Attempts have becen made to compare this
wivh the ¢osos to preducers by Stephen Maogee (V'Tho Uelfare

17

on US Trade' in the EBrookings Papers on Economic

olicy Issuns in
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in “Prospects for Partnecshin’ UWorld 3ank 1974)

IS
or

N e TN x t? ~ e
Cer=avd Fels and Y.ML Glismann (U2djustment rolicy in the Corman

OLCY Developrent Centre

972), cid in @ preilminary papers produced at Auntwerp (eg. . lieuwissen

strent. = the Belgian Footwear Industry).

Proraozion Uicnout Ad

These studies all use the concept of consumer and producer surplus.
It is worth recallingz the basic assurptions that underlie this kind static
partial equilibrium analysis; an efficient price mechanism; terms of trade
ara given, no economies of scale, one final good only is considered, no

elasticities,
substitutes affcected by cross- or intermediate products; indirect

fects are ignored, the demand curve is a 'constant utility curve' which

™
rh

assunes away income distribution problems. Modifications can be made to

of benefits and costs over time; incorporation of indirect, multiplier

fZects. However the analysis still rests on highly restrictive

o
Hh

assuaptions,

The two main elements of consumer welfare involved in the remcval

of a trade tarrier are, first, the ''deadweight' gains and, second, the
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ts. The 'deadweight' gains relate to the total gain
g 24

n afia
CLac

[N
O
(o]

mmunity from “consumer surplus' (i), and from increased efficiency

re
O
r
(1]
(2]
o

in the now less protected industries (ii) and can be calculated from the

2
1) .5.t7.D.ed.
.. 2
ard (11) .5.t7.S.es
Where t o is the price change consequent upon the trade liberalisation,

‘

otal initial demand in the inporting country S is total initial

-]
pae
U
ot

supply in the importing country. The price elasticities are of domestic

demand (ed) and domestic supply (es).

There is, in addition, a straight transfer of welfare from producers
to consumers (iii) and from the government to consumers in the case of a

tarifif removal.

(1i1) t.S.{(1-.5t ed)

(iv) t (D-9)
In the case of non-tariff barriers - say quotas = the revenue equivalent
(iv), is not a transfer from the government but from importers and exporters

to consuxers.

To be set against fhe total gain from liberalisation to the
cozrunity (i) plus (ii) (the distribution effects are irrelevant to a
calculation total net welfare) is the loss resulting from displacement

of labour. The leoss in production can be calculated from,



-13 -

(v) t.es.S
This can be expressed in employment terms, assuming a constant relationship
between outout and employment in the industry (though this assumption can
be varied to allow for differences between marginal and average productivity).

Thus the empleyuent effect (vi)

coplovnent level prior to tariff barrier elimination.

2
v
n
r{
e
t!
[
w
r
v
()
v

This cdisplacement of labour is not permanent (though it may be for some

X
<
=

rkers, and for most under conditions of mass unemployment). Labour is

pending on labour warket conditions, and the

social cost to the convunity is the loss of earnings in that transitioral

that the workers are re-employed at higher wages comparable

tc t.ose in the industry they left. In an efficient labour market they will

ce oo clovod ar the aigher wapes of expanding higher procductivity industries
St in nrestice weoges ceuld be higher or lover on average). This social

w1 repion to region. and tiwe to time and depend alsco

on tre seill level, race, sex, etc. of the labour force.

i ig however merely the bare outline. The problems really

once e trios to quantify particular cases. In order to illustrete
the prooler: and possibilities we take two examples of the costs and

its of preotection as epplied to particular cases in the UK, drawing

hWoaviiy on the appreach adopted in the Kiel/Antwerp studies;

(1) clothing, which is protected by selective non-tariff

quantitative ceilings under the MFA.
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{ii) shoces which are protected almost entirely by tariffs,
The main data inputs required to make estimates are the following.

(1) elasticities, there is'no need to belabour the difficulties of
ochbtaining and using elasticities but the most obvious in this case
are the paucity of meaningful estimates of elasticity of supply and
the wvariability of elasticities over time (in relation to trade
liberalisation benefits it is the long run elasticity which is
relevant; for costs it is the short term, transitional,
problem vhich is more relevant). The difficulties are cased
somewhat by making use of the following relationship which holds
whea imports and production are perfectly substitutable, and making
further, arbitrary, assumptions about the magnitude of the domestic

elasticity of demand)

em=S (ed-es) + es

rl
However for manufactured goods perfect substitutability is a dubious
assumption since there is in practice a goodféeal product differentiation,
such that the same broadly defined product is both imported and exported.
In practice where specific “low cost™ suppliers are separated out for
discriminatory protective treatment one should make allowance for
elasticities of substitution between particular suppliers and cross—
elasticities between related subproducts, but for this, information is

simply not available.
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Fcr the products censidered the following represent some reasonably

authorative escimates of import elasticity of dewand:

Aztor Source Estimate Note

uthern US imports 1564-70 -.79 no lagged function

Ginsburg (lorth Bolland US interwar -.97
vorc
19¢6)
Buckler ead Al-en US import data -4.0 lagged
& i (time periol pot
quoted)
US (1966-77- -4.3 no lags

quarterly)

Tels and Glismann Germnny non—LiC -1.71 no lags
inposts (peried
not given)

Meuwissen & Tharalkean Belagivm 1660-71 -1.1 no lags
non-LEC imports

- UG

Vel Lo Surver (1970, Nothicrlands -1.7 to =-1.9

peckhior & Almen Us -3.77 lapeed

Fels & Cermany -.75 unlagred

4s can be seen the range 1s wide. Short term elasticities for both
predicts secm to be around 1 but the margin of error is wide. Only one

known te treace leng run effects is considered which suzgests a

Rirchier fisnre bet there 1s no aeross—-check. Attempts to censtruct a

: . 1 . .
ton for UM inports,” even with lags, failed to produce a

way U ivcort statistics are coupiled before 1970 it
to separate cut non—~EZC shoe unit values. Comsegquently
related to all imports.
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statistically significant price coefficient (the regression equation
suzzested an elasticity of .1). This reinforced our feeling that
even taking into account substitution between EEC and non-EEC imports

asticity 1is oa the low side. herefore a figure of 1 for

bl
~
(e
o
fo
%7}

von-EIC imports was taken but with the knowledge that this pogsibly
underestimates the long term response. From the transformation
¢juaticn one therefore has (using 1976 non-EEC import domestic

demand ratios for the two U.K. industries:=

~
e
~r
!
=
it

(shoes) 9 (ed = @8) + o8 2.

(clothing) (ii) -1 7.5 (ed = es) +es

To separate out es and ¢l requires a further simplification. Socone

studies (e3. Magee)simply assumed ed = O for the purpose of

calculating es which would give cs approxizately .125 and .16 in the
=

two cases. The Glismann/Antwerp studies assume that cd = .5 es

which gives c¢s of .3 and .37. These do seem very low but the latter

(ii) irplicit protection

"

iTiere tariff reduction is concerned it is straightforward to estimate
the relative price change which results. With shoes there are
rominal tariffs of 87 and 207 and given the weighting of the two
categories in non-EEC import demand the average tariff is around

177. The relative price efiange .17 is approximately 157.
1+.17
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alt to concelve of any becter., For the most
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rom 507 to 1287, If it were felt worthwlile to persue this kind
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ent fcr all clothing categeries affected by a given

liseralisation, bucr here we take 507 as a very crude approximaticn

of estimaticn pruposes, deliberately chosen on the low side to allew
for senuine quuelity differences vithin catecories., Such a tariff
¢juivalient woula iuply a relative price change of 33,37  alter
liberaligation (say, with rounding,357).

(111) the cosc in terms ol displaced labour can only be prensrly
od with & kaowledge of labour market conditions. The
crudest possible weasure is to take the average national period
unemployment and nwltiply by the average wage to measure the
cost to labour (nut all of which will be borne by labour 1 trere
is unemployment benefit). Baldwin & Muttl who carried cut oze

assumed alternatively 11 and

of the early studles in this field,
24 wecks for the average period of unemployment by displaced

labour, and then weighted the cost by an index incorporaiting

factors of regzion/sex/skill/race known to be appropriate to the
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lzbour force of the industry in question. In the example below
a similar procedure is adopted with a less arbitrary average
vnemployment period ~ using a time profile of the period which
an unemployed worker can exwect to remain unemployed in the UK.
Thowa

There are several implicit assurptions macde in this type of

tion that are worth mentioning. One is that the labour

(2]
0
[
0
¥ l"
o

market is large so that redundancies in one product area — clothing
szy = do not in themselves affect the pattern of job search or
period of averase unemployment. Clearly, where closures are
scographically highly concentrated, this will not hold. In the
czses we are counsidering, the clothing industry is widely dispersed
cerresponding,on a regional basis,roughly to the national average.
Fecotwear is more concentrated but in areas currently with a below

te of uvnemnlovment. Second, costs to capital are icnered,

cation is ona of the rezsonable

e

on the grourds that trade liberal
risks a vusinessman can be expected to anticipate. Third, we
ssume that workers will cohtain nev employment at an average wage

comparakle to that in the industry they have left. This is

clausable for low wage industries like clothing and footwear. Fourth
wo have so far ignored lcbour displacement in the supplying industries
ihis is quite an ilmpertant factor in both shoes and clothing. TFrom
a2 reugh check from nztional input-output tables it seemed plausable
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inally there is the problem of the long term unemployed. We

make the assumption, somewhat arbitrary, thet when workers reuain

~~
~N

urenrloved beyond 1 year{(22Z currently in the UK the costs can

no lenger be attributsble to the initial displacenment, but have

auses. With these assumptions and taking present

e
(&%
[¢4]

rJ
(1)
"
o
0O
(@]
e
R}
et
(e}

1

itascur

&

et conditions the cost of displacing 1000 workers in

b

cotwear in the first year following recundancy is approxizately
£1.650,000 and £1,350,000 for clothing - where there is an extremcly

high percentage of lower paid women in the labour force.

G2

Putting togzether the various elements cf gain and loss, one can

¢% out the malin features as follows:

et ovweor Costs and Derefits of Trade Liberalisation (tariff and (R rexzoval)

Tootwear

g ooy Caeciweight galn 1.05 55.1
Troouoor ! 1.73 168,83
Total 2.303 163.
Travsfer to Ceonsumers from 75.7 1628.5
Producers
Trz-msfor to Jonsumors frem 10.50 264.0

Terw oD o nvodustion 23.85 621.56

> e 3y i) 'l o BRI
3,310 (employcces) £2,460 nplovees)

5.40 57.3
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The ollowing conclusions. Tirst deadweight

cains are as in previous studies, small in relaticn to overall consumption

{.~% for foorwesr;, 27 for clething). In the clothing case they are much

.
-

lerzer becausa of the much greater degree of protection. This zlso
explains whny, for clothing, the gains from liberalisati on are so much
greatar than the costs. Even if the costs are modified in various ways,
to allow for marginal productivity being lower than the average and to
rake some allowance for impszct in local labour markets, the benefits
(which ere a contiunucus permanent strean) would far outweight the costs
even in the first year. Tor footwear the results are less striking
thouri 1f the decisions were conceived of as an investment over time it

re extraordirnarily high discount rates or low discount periocds

1
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&
Pt
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;,4.

toe produce a negative net present value from trade liberalisation. There
is a further 'mational’ gain in the case of clothing in that some of the

Ldla L

trezroior effect is a distribution from foreign exporters.

Toe Implication is that, in static terms, freer trade is most easily

ia welfare terms when rates of tariff and non—tariff protecti.u

cre rooniively high and when the wages of displaced workers are relatively
S Hovever
the ebsolute magnitudes of labour displaced in a labour—intensive industry

2 (40,C00~30,000 on these estimates) and it is

5

wriorsvandable that governments should be concerned abeout over repid
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Implications of the Community's regional policy (and related policies)

Carlo Secchi

15 November 1977

The existence of problems of regional unbalances and regional economic
backwardness in the member States has stimulated both a variety of national

policies for regional development and a Community policy ad hoc.

At a general level, here I would like to point out that we would judge
regional development policies in their interrelations with the structural
adjustment problems necessarily connected with any Community's development

co—operation policy with LDC's basically from three points of view.

We can find a negative situation, where the regional development policy
becomes an obstacle to structural adjustment, if it promotes economic acti-
vities or gives contributions to their survival when they are against the
sponteneous or desired trends of a new international divison of labour (IDL).
E.g., many "industrial rescues" carried out in Italy in some regions in

recent years would fall under this heading.

e can also have neutrzl situztions, where &z regional development policy

neither promotes nor impedes structural adjustment.

Finally, we can have positive situations, where a regional development
policy not only tries to solve the socio-economic problems of a backward
region, but combines this effort with a re-structuring of its productive
system towards a better IDL.

ynial

1. National rezional develcpment policies within the ERC

The approaches in the EEC member Ststes vary to quite an extent (1). In some
countries, firms establishing anywhere in development regions qualify for

assistance : e.g., the whole of Southern Italy.

(1) The Economist, 1 April 1978, Burope's regional policies, pp. 92-93.
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Great Britain's assisted areas are divided into three categories, of
which each receives a different treatment. Other countries now feel a more
selective approach achieves better results. The aim is to concentrate
regional assistance on a limited number of centres, to ensure they offer
all the requirements of industrial development - good communications,

factory sites, services like banking, schools and housing, etc.

France has eight growth poles, some centered on already large cities like

Bordeaux, to which the bulk of regional aid is channeled.

The Federal Republic of Germany favours an even finer regional tuning :

the Government's assistance is directed to 300 growth point.

However, although all the member States of the EEC attach high importance
to the problem of their own regional unbalances and try to solve it with
various active measures, at the level of the whole Community there seems
t0 be a much lower degree of awareness by those same member States, and

particularly by the strongest ones.
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2. The Community's regional development policy and the ERDF

The Commission - on the 3rd of June 1977 -~ submitted to the Council
a set of proposals and guidelines concerning the Community's regional
policy and the ERDF (1 ). mMost of this section is base on that document.

Let us first consider the socio-economic context of the Community's

regional policy.

It is acknowledged that the Common Market has not caused a better
distribution of economic activities within the Community. On the contra
ry, regional unbalances have increased, as pointed out earlier. Moreover,
from 1973 on, the slower rates of growth in general and of increase of
productive capacities have seriously threatened the weakest regions.
Nowadays, the existence of regional unbalances seems to be threatening
the very functioning of the Common Market.

On the other hand, it seems possible to appeoach more efficiently
the most important inequalities only within a Community's context.

The new IDL causes the Community's economy a process of deep re-
structuring, which in turn might cause new forms of regional unbalances.
The Community's regional policy - in the opinion of the Commission -
needs consequently to be re-framed in order to face these new tasks.

It becomes necessary to widen and strengthen it, both for the histori
cally backwards regions and for those which in perspective might
encounter difficult problems of re-structuring.

In the Commission's opinion, the main features of a new Community's

regional policy should be:

- a general policy to support the member States' initiatives to
overcome regional inequalities;
- a gspecific action by the Community to tackle the new problems which

result from the EEC economic and social situation.

(1 ) Community regional policy. New guidelines (Communication and propo-
sals submitted by the Commission to the Council on 3 June 1977),
Bulletin of the European Communities, Supplement 2/77.




Its targets should be:

",

- to reduce existing regional unbalances both in today's backwards regions

7

and in those affected by a2 process of re-structuring;
- to implement a system of anticipatory measures in ordesr to avoid new regional
unbalances vhich might result from the evolution of the world economy or fror

apecific Community's policies.

All this reouires strict co-operation with the member States, with measures
of co-ordination between national and Community's policies, a support by the
EEC of national efforts and autonomous intervention measures by the Community.

The criteria to be followed - always in the Commission's opinion - should
be:

- an active manpower policy;

- the armonious development of economic activities without he=vy migration
phenomena, but, on the contrary, through a better spatial allocation of
productive resources;

- 5 global land use policy at the EEC level,

The onerational instruments should be:

- the forrulation of a global framework for theregional policy 1); 1
- the evaluation of the recional impact of the Community's policies, to be
introdaced and taken into account in the formulation and implementation Ff
the main Community's policiess
- the co-ordination between national regional policies, also on the bacsis of
resional development plansg
- the Regional Policy Committee, to be consulted for the biennal report, ~nd
to be emlarged associating to it in some way representatives of regional

Authorities.

As for the ERDF, in 1976 it had credits for 500 million u.a., used throuch
307 decisions for contributions concerning 1,545 orojects, whose total arount
(1) Starting in 1979, the Commission will have to present every other year a

"Report on the socio-economic situation and evolution in the Community's
regions",




-5_

reached 4,636 million u.a. 25 % were in the field of industryﬁnd services
(creating or meintaining 55,000 jobs) and 75 % were in the field of infrastructu
re (1).

For the year 1978, 750 million u.a. are planned for the ERDF, to be allocated
up to £50 million u.a. according to "national quotas", and up to 100 million u.a.
for specific initiatives of interest to the Community.

Thus, the ERDF should evolve and be used both for suprorting initiatives of
the member States and for autonomous initiatives of the Community. Its interven
tions should:

- help in solving the backwardness of some regionsj

- suprort measures connected with recent changes in the agricultural and
industrial structures

- fzce problems at present or foreseeable in connection with the new IDL or with
specific EEC policiesy

- help in solving problems of border regions.

In the Commission's opinion, among the problems to be solved, there is the
need to establish recular consultations with regional Authorities, to define
clearly priorities (which will be done starting in 1979 by the Council, after
vroposals by the Commission) and to co-ordinate regional and national nolicies
on the basis of the guidelines addépted by the Council and on the basis of
national development plans. Co-ordination should concern particularly:

- the use of disincentives inkhe advanced regionsj
- infrastiructure projectss

- the complementary use of Community's and national financial resources.

(1) See the 1976 Report of the ERDF, footnote 1.
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3, Co-ordination between the ERDF and other Community's financial indtruments

The 1976 Report of the ERDF in the field of co-ordination of Fund's interven
tions with other Commnity's policies and financial instruments, suggests measures

to increase the impact of the Guidance section of the EAGGF in the regions which

are more in need.

Other policies and financial instruments are also taken into account in that
same Report.

As for investment projects financed by the EIB, it is acknowledged that in
1976 75 % of all loans went to projects of regional interest.

The ESF - always in 1976 - increased its efforts for the backwards regions,
with other 50 % of its budget in their favour.

The c:estion o@bo-ordination between the ERDF and the Regional Policy on one
side, and other Community's policies and financial instruments of recional interest
on the other, is anyhow very important and much can be done in this “irection.

A %o weamde, consequently, will befspent also orn these aspects  of the probler.

4. The Turopean Social Fund (EST)

It is sienificant that the ESF is the only instrument cuoted by a regent
UFCTAD document (1) as "an important element of the Comrunities' social and labour,
s well as industrial re-adaptation policies", while no mention is made of the
European Regional Policy and the ERDF.

Recently, the Commission submitted to the Council proposals for mrking the
ESF better adapted to the present situation in the labour market and for incrensing
the offectiveness of its interventions (2).

The Commission also intends to review the various implementing regulations
concerning the ESF with a view to making proposals for their impreovement ir the

light of the experience offthe past five years. It will consider other pos-ibilities

(1) Adjustment assistance measures, TD/B/C.2/171, 27 Hay 1977, pp. 5-6.

(2) Review of the Social Fund (Imrprovement Proposed), Commission of the ED,
March 1977.
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of interventionpy the ESF, beyond vocational training and geographical mobility
of workers. Following their approval by the Council, th#various amendments
should enter into force on lst January 1978.

Al-o the suropean Parliament has taken an active interest in the ESF, In a
resolution adopted on 12 May 1977, it is stated that the reform of the ESF should
complete and encourage national policies in the feeld of employment andﬁhat the
ESF can become an efficient contribution to solvqunemployment problems only if
it will bgstrengthened and transformed into an instrument of global policy.

The main activity of the ESF has been to improve employment opnortunities for
workers in the Community by subsidizing 50 % of the cost of vocational training
schemes in the member Bountries in order to make the employment of workers easier
and to increase their occupational and geographical mobility within the Community.
Since the ESF was reformed, its annual credits have increased from 235 million
ueas in 1973 to 617 million u.a. in 1977. The ESF has been progressively enlerged
and verious groups of workers have become eligible for assistance.

The Commission's proposals earlier mentioned aim at resolving the difficulties
encountered in the operation of the ESF and fall into two main categories:

- a better adjustment of Fund intervention to employment recuirements and
concentration of action in the most pressing Comnunity's problems;
- increased effectiveness of the ESF assistance.

The Commission aims to: put more emphasis in the future on interventions
under Article 4 than on those under Article 5, because they enable the ESF
aid to be directed more precisedy to those sectors of the economy and resions
which need it most. The Commission nroposes to delete the clause which provides
that at least 50 % of the ESF resources should be spent under Article 5
interventions (1).

Finally, the Commission's proposals include measures to remove or diminuish

(1) Article 4 intervention can take place when the employment situation in
specific areas, which the Council has to defline, is affected or in danger
of being affected by Comnunity policies. Article 5 interventions can take
place, without prior Council decision,to help in solvins unemployment and
long-term under-employment of a structural character, especially of a

rersional nature.
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restrictions which at present affect fhe assistance which certain categoriesi
of workers can receive from the ESF, to ensure greater scope from the ESF to%help
women find new jobs and self-employed persons to be trained to run small cr#?t
undertakings., The proposals also aim to make the ESF aids more effective and&the
possibility of new aids extending beyond the field of vocational training anﬂ
mobility. |

It may be noted that the objectives of the ESF do not specifically include
20 justment asristance to industries or sectors affected by intern=tional
competition nor measures to facilitate the re-location of industries or ~ctivities
into more viable sectors (including those favourable to LDC's), even thouch the
activities of the ESF enhance l~bour mobility within the Comrunity. Thas, ** is
to be hoved - in UNCTAD's opinion - that in making further nroposals concernﬁnq
the objectives and operations of the ESF, "the Commission would takefinto acckunt
the need for measures to promote the trade of developing countries with mewber
States and the Community as a whole, as well as the re-location of certain

inAustries or sectors to the developing countries" (1).

5. The Furopean Agrirnltural Guidance and Guarantee Fund_(FAGGF)

T» ten years, from 1964 to 1974, the FAGGF financed about 4,800 projects,
for a total amount of almost 1.3 billicen u.a. The greates receivine Country in
that reriod was Italy, with other 400 million u.a. on 1,8C0 projects, followed
by Zermany (330 million u.a. and 1,000 projects) and by France (264 million u.a.
an? 800 nrojects)s In 1975 the “uidance section of the EAGGF had at its disﬂosal
325 million u.a., used to finance 692 projects (212.6 million u.a.), to supdort
producers! associations and for various purposes (49.9 million u.a.), and partly

zn? exceptionally trasferred to the "Guarantee" section (62.5 million v.a.) (),

(1) Doc. cit. (footnote 5), paraeraph 22, p. 6.

(2) Source: The agricultural policy of the RC, Eurovean Documentation, 1076/5,
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Thus, we see that also the "Guidance" section of the EAGGF has at its disposal
sizeable annual credits which can finance projects in the field of acriculture
and related sectors. As it was mentioned in section 2, the choice of the projects
to be financed has of course also recional implications. In other words, the
nllocation of these financial resources can 8Be done also taking into account
srecific recional realities naturally in the agricultural sector, but obviously
interrelated also with the general socio-economic conditions of the regions
concerned,

Consenuently, a better co-ordination betweenlinterventions of the ERDF and of
the Guidance section of the EAGGF could prove guite useful in the general
framework of a Community's resional policy with more emphasis on structural

adjustment oroblems.

6. The European Investment Bank (EIB) and other Community's policies and

financial instruments

A similar reasoning applies also - as it was anticipated in section 2 - 1o
the overation of the EIB and - in general - to all other policies and financial
ins*ruments at the’ disposal of the Community.

Not only we have the problem of reciprocal implications between various
prlicies - which willlbe investigated by the Group - but also, from the snecific
point of view of this paper, it may be realized that most of the Comrunity's
other intesrvention possibilities and financial instruments have, in one way or
the other, regional implications, and thus a better co-ordination could prove
useful for purposes of intervention on the resional economic realities. 4nd, at
this level, as it was mentioned at the beginning and as it is well known, many
times problems of structural adjustment come up with a weight and a dinension

that cannot find a solution within the region concerned itself.
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7. Concluding remarks

rerional development policy at the EEC level -~ in strict co-oréinntinﬁ

Ar
ith each member State policy in the: field - is clearly a conditio sine»;ﬂ; non
for any serious and positive approach to the structural adjustment problem%
=hich }ﬁ;vitably derive from any (serious and positive) Community's develo%ment
nolicy in favour of LDC's.

Tris means that the present set-up should be strengthened and endowed with
much larger resources, also in strict co-ordin=ztion with all operational
instruments available at the Community's level.

Available finarcial resources are by definition "scarge'", and this recuires
oreat efforts of selecting priorities within a global strategy, of efficieﬁcy’
and of co-ordination and co-operation with member States and their regions.

A few fundamental principles shouldbe clearly adopted and eaually cleariy
nrecise instructions should be given to the member States and their region‘.

The oroblems of structural adjustment are sometimes misunderstood by pullic
onpinion, as well as by trade unions, political parties, etc. Also in this field

efforts seem necessary, at all levek, in order to stimulate consensus in the

initiatives undertaken.
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8. Addendum : Recent developments of the European regional policy (and related
poticies) (April 1978)

During the European summit of 5~6 December 1977, the agreement reached
on the renewal of the ERDF for the coming three years (1878-1980) accep-
ted only partially the requests put forward. in particular by the weakest
members of the EEC. This does not allow - for sure - any hope of a rapid
overcoming of the present situation of regional unbalances and of an
accelerated economic progress in the most backwards regions. Against the
3 billion u.a. proposed by the Commission, the Council agreed upon 1,850
million u.a. for the three years. This is more than the past three years
of operation of the ERDF, but due account should be taken of the inflatio-
nary process which will inevitably continue also in the coming years
(thus reducing the amounts in real terms). Moreover, this seems much less
than what is required by a regional policy with the purpose of a real
re-equilibrium within the Community (and thus the possibility of tackling
more ambitious projects, like the monetary union).

The hopes of more effective intervention in the field of regional
problems are connected with thqpossibility that the European Parliament
- which has already criticized many times the Council's behaviou# in the
field of regional policy - could put pressure for an increase of the
credits of the ERDF. Some hopes are also connected with the so-called
"mediterranea package" (1), already approved by the Commission but still
waiting for its final approval and implementation. It should provide 1.3
billion u.a. in five years for Italian and French regional (agricultural)
projects in the southern regions of the two countries.Other possibilities

are connected with intervention schemes for financing restructuring.

(1) La Communauté Européenne pour le dévéloppement de ses récions méditer-
ranéehnes, Nouvelles de la politique agricole commune, n. 11, decembre

1977.
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- Finally, during the summit of 7-8 April 1978, within the possible initia—
tives to promote employment, it was agreed that all member States shole
do an effort to achieve much higher rates of growth, also the weak onés.
Italy, e.g., has been promised higher financial assistance for the pr&blems
(balance of payments, etc.) it will encounter. Nothing more specific fu
judging from the newpapers' reports - has been agreed upon for what'co%cerns
in particular the problem of regional unbalances within the CommunityL

It emerges from this brief analysis that there is still little wiiling-

‘ness to tackle effectively the regional problem at the Community 1evei.
Re-equilibrium can be achieved only through a subhstantial transfer of
resources from the rich regions to the poor ones. In the absence of tpis,

any adjustment of re-structuring problem will be much more difficult to

tackle. In other words, an effective regional policy could prepare the

"ground" for an adjustment policy, and it becomes the necessary condition
|

for the. latter to work in practice. Thus, in dealing with the intebtrelations

between the Community's development policy (with its probable internah

consequences) and its other policies, in my opinion the Group should stress
that the EEC must prepare itself internally so that an effective deveiopment
policy - once it starts to produce its effects - does not become the target

for counter-manouvres by those parts of the Community which are more suffer-

ing from it, also as a consequence of the fact that they have been very
little prepared to face the new situation, or of the fact that they ﬁtill
have substantial internal problems to be solved (and thus are not wiﬂling

to have any extra complication). |
\
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