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STATEMENT BY

THE OECD

MINISTERIAL COUNCIL
The Council of the OECD met at Ministerial level in

Paris on 13th and 14th February, 1969, under the Chair¬
manship of Dr. Karl Schiller, Federal Minister of Economic
Affairs (Germany). Ministers first noted with satisfaction
the accession of Finland to the OECD Convention and

welcomed the Finnish Minister, Mr. Jussi Linnamo.

They then reviewed the work of the Organisation in the
light of the current economic situation and future pros¬
pects, the changes being brought about in the structure of
modern economy and society, and the needs of the

» developing countries.

Economic growth was faster than expected in the
OECD area in 1968, partly because the high level of
demand which persisted in the United States and the
United Kingdom indirectly supported expansion in other
countries. Because of measures taken to restrain demand

in these two countries and in France, a certain slowing
down has now started. Total expansion for the OECD
area, which was above 5 per cent in 1968, may therefore
be somewhat lower in 1969.

High rates of growth in production in 1 968 were accom¬
panied by strains in the monetary field. These strains
were partly due to differences in the level of demand in
various countries and were characterised by exceptionally

large capital movements and rising interest rates.

In 1969 the measures taken should cause a substantial

improvement in the current balance of the United Kingdom
and the United States as well as a reduction in the large
German surplus. The Italian surplus had remained large,
but, thanks to the measures taken, should begin to dimi-

inish. Current transactions should on the whole move

towards a more balanced position and short-term capita!
movements should be less disturbing than last year.

Having in mind the work done by the OECD on the
development of capital markets. Ministers noted the
expansion of international capital markets in 1968 and
welcomed this development.

Ministers felt that a major objective of the OECD
countries should be improved co-operation with respect
to economic policies. They recalled the commitment of
Member governments to promote the highest sustainable
growth of their economies, with financial stability, and
they noted that this required harmonisation of national
policies. To this end, they asked the Organisation to
review, and if possible improve, the effectiveness of its
consultative procedures.

Particular attention was given to the need for a timely
application of domestic policies to regulate demand.
Experience in 1 968 showed once again that demand mana¬
gement measures need time to take effect. The rising
trend of interest rates in the OECD area stresses the need

for balance between fiscal and monetary measures in
demand management. Ministers felt that the OECD
study on fiscal policy was a useful basis for further action
in this field. There was also general agreement that overall
demand management must be supplemented by measures
of structural policy aimed at correcting regional or sectoral
imbalances. Such measures, among which active man¬
power policies play an important role, would enable
Member countries to approach full resource utilisation
without the reappearance of inflationary price and cost
increases. (continued on page 4)
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Prompt and balanced demand management measures
will have a beneficial influence on international capital

flows. Ministers recognised that other factors may also
influence capital movements and agreed that national
authorities should co-operate to counteract disequilibrat-
ing capital flows.

Ministers recalled the OECD's continuing concern with

the balance of payments adjustment process and the basic
report on this subject in 1966. They instructed the Orga¬
nisation to intensify its efforts, in consultation with other
bodies, to ensure the effective functioning of the adjust¬

ment process.

Problems relating to international trade and invisible
transactions, including tourism, were reviewed. Minis¬
ters referred to various measures, including those excep¬
tional measures taken recently with a view to helping to
improve certain balance of payments situations. They
considered it desirable that disturbances likely to hamper

the expansion of foreign trade and other transactions
should wherever possible be avoided. Substantial
advances in the liberalisation of trade have been achieved

in recent years. These advances should be maintained
and carried to completion, thus making it possible to
undertake new efforts in the same direction at the appro¬

priate time. Ministers agreed that new developments in
these fields and problems resulting therefrom should be
studied by the Organisation.

The rapid rate of technological progress is transforming
the social and economic structures of highly industrialised
societies. The effects of this transformation extend into

agriculture, industry, education, and the human environ¬
ment. Although it has brought an unprecedented rise in
national and personal wealth and well-being, it has created
new problems which have national as well as international
consequences, and has modified some of the conditions
under which general economic policies operate.

Many of these matters have been the subject of consult

ations and valuable exchanges of experience in the
OECD, both at meetings at ministerial level on science and
agriculture and in the competent committees of the Orga¬
nisation dealing with education, air and water pollution
and other aspects of the environment, as well as various
branches of industry. Ministers stressed the importance
of this work and asked the Organisation to pursue its
efforts, taking into account the work of other Organisations
in these fields.

Ministers noted that the problem of aid and trade
relationships between the developed and the developing
countries were being reassessed, both by international
agencies and by individual governments, and expressed
the hope that these reviews would contribute to more
effective national and international policies and actions.

Ministers received a progress report on the work of
the Organisation on preferential tariff treatment for exports
of developing countries. They instructed the Organisa¬
tion to bring this work to the stage needed in time for the
consultations to be held with developing countries.

Ministers had in mind the need to expand the volume

of aid as steadily as possible towards the target fixed by
the UNCTAD Conference in New Delhi in 1968 while

avoiding placing excessive debt burdens on the developing
countries which might hamper the progress of their efforts
for economic development. Some Ministers considered
that medium-term planning of development aid expendi¬
ture would be useful in this respect. They re-affirmed the

importance of aid programmes addressed to the problem
of meeting educational and agricultural requirements in
developing countries.

Ministers expressed their deep gratitude for the emi¬
nent services rendered to the Organisation by its first
Secretary-General, Mr. Thorkil Kristensen, and appointed
Mr. Emile van Lennep his successor with effect from

30th September, 1969.



PROBLEMS OF
THE MODERN SOCIETY

by Thorfyl Kristensen, Secretary General of OECD

he last year has shown an exceptionally large
number of changes that have raised economic

problems in Member countries.

Monetary difficulties in one country after another have
influenced international payments and provoked a gen¬
eral discussion about the existing financial mechanisms.

Strikes in important sectors of various national
economies have had a disturbing influence on economic
equilibrium and have sometimes led to inflationary wage
increases.

In agricultural markets the situation is becoming
unbalanced to an extent that requires urgent and con¬
certed action. Also in a number of industrial branches,
the problem of surplus capacity has become disturbing.

Even the university crisis in many countries represents
partly an economic problem, because it is closely linked
with an expansion in the number of students that has
outrun the development of the capacity of the educa¬
tional system.

Under these circumstances students as well as workers

in a number of countries, though partly for different
reasons, have raised the question of greater influence
and responsibility for themselves in decision making,
thus casting doubts about some elements in the existing
system.

aken together, these events and a few others
______ (such as the discussion on technological gaps)

seem to indicate that it is time to take a more general
look at the problems of the modern society, because it is
becoming more and more clear that economic reasoning
in the traditional sense has to be supported by techno¬
logical, social, psychological and political considerations.

This is not surprising in view of the spectacular
economic and social evolution of western societies since

the Second World War. It is, however, difficult to get
a clear picture of a situation which is undergoing con¬
tinued change, and in a short report only a few indi¬
cations of a tentative nature are possible.

The changes going on in agriculture, industry and
other sectors, are all integral parts of a far-reaching
transformation of modern societies. They should,
therefore not be seen or treated in isolation.

The main factor behind this transformation is the

revolutionary development of science and technology.
This represents a continuous and systematic effort to
use a deepening understanding of nature to increase
productivity in all sectors of the economy.

The technological revolution has made possible a
rapid economic growth furthered also by deliberate
policies to keep the level of employment high. Fortu¬
nate as this has been, it has also raised a number of

problems. Not surprisingly, expansion has been faster
in some countries than in others, and this fact lies at

least partly behind the discussion on technological gaps.

f -A_ consumption and investment in order to
obtain the advantages of modern techniques have led
to the paradoxical fact that, though savings have
represented an increased percentage of increasing in¬
comes, a certain capital shortage has been felt, leading
to high interest rates and harmful to the flow of re¬
sources to developing countries as well as to the financing
of some highly needed activities in modern societies.

The expansion has been even faster in international
transactions such as trade, tourism, transport, capital
movements, etc. than in production itself, the result
being that the interdependence of the various national
economies is growing rapidly. This is why even moder¬
ate differences in national rates of inflation or other

relevant factors are now quickly leading to considerable
disequilibrium in international payments. What is often
called a crisis in the international monetary system is
therefore rather a growing interaction between national
economies and policies, combined with a lack of timely
and well-coordinated action in some cases.

(continued on page 6)



Higher incomes mean changing patterns of
consumption. This is why agriculture now

represents a rapidly declining percentage of GNP in all
countries. Consequently, only a drastic reduction of the
number of persons working in the farm sector can
guarantee a sufficient level of production per man,
compared with other sectors. However, in a vain effort
to keep many small farms alive most countries have
maintained high agricultural prices, leading to the well-
known imbalanced market situation.

In industry, structures are also changing. The average
size of firms is growing because as in agriculture
this is often necessary to make full use of modern
techniques. Big firms are making investments in foreign
countries, thus becoming multinational. As such they
are vehicles for the transfer of technology, but also a
new source of interdependence between countries influ¬
encing both trade and capital flows.

As in agriculture, many small industrial firms, unable
to apply the newest techniques, are asking for protection
and support to be kept alive. If they get it, while modern
firms with low costs of production go on expanding, we
get surplus capacity and temptation to reduce the free¬
dom of international trade. This is noticeable now in

a number of branches.

In large enterprises the role of management is decisive.
The hierarchy of management is gradually replacing the
owners of capital as the dominating factor in industry.
This not only makes management as such an important
art or technique, it also explains why labour-management
relationships are becoming so important at the enterprise
level. The workers' requests for a dialogue, for infor¬
mation and even for participation in decision-making is
at least partly a reflexion of the growing role of manage¬
ment.

Acorollary of the declining farm employment
is the rapid urbanisation with all its accom¬

panying problems of air and water pollution, housing
and transport difficulties and so on. The environment
of human life has become an important problem and
this is one of the reasons for the high rates of invest¬
ment, needed not only to take advantage of modern
techniques, but also to counteract their disadvantages.

A counterpart is the gradual depopulation of some
rural areas, raising difficult problems of regional
development. Should expensive efforts be made to
revitalise an area in decline?

To be an effective partner in the complicated modern
society -- at all levels, from participating workers to
top management and government man needs know¬
ledge. This is why education is expanding even faster
than most other sectors. The difficulties experienced in
higher education reflect the fact that here unlike
agriculture and many industries capacity is often
lagging behind.

Not only factories and farms, but man himself must

undergo an often difficult process of adaptation to find
his place in a modern society. This is why well-consid¬
ered educational policies are so essential for the manage¬
ment of advanced economic systems.

oncermng economic policy in the narrower
____^ sense, the continuously changing situations

require very flexible policies regarding demand manage¬
ment, etc. and political difficulties sometimes prevent
effective measures from being taken in time. Further¬
more, with high income levels and firms in strong finan¬
cial positions, fiscal and monetary measures sometimes
work themselves through rather slowly and, if the
international position of a country for these or other
reasons becomes unbalanced, exchange rates cannot be
changed without difficult internal and perhaps external
discussions.

The main problem for the moment, therefore, seems
to be how to make sure that appropriate changes in
economic policies are made early enough so that internal
and external imbalances do not become unmanageable.
The later action is taken, the more difficult it becomes

to agree on measures that are strong enough.

The difficulties regarding income policy as well as the
sometimes dangerous strikes in key sectors should be
seen in the light of the modern labour-management
relations referred to above. An improvement in these
relations might therefore have substantial economic
impact.

The capital shortage (as the tendency for total demand
to be excessive) is harmful not only to the internal and
external equilibrium of Member countries, sometimes
leading to a competitive rise of interest rates in various
countries. It also is the main reason why the flow of
aid and of private capital to developing countries has
been disappointing in recent years.

It will be a major objective of demand management
to make a sufficient amount of resources available

for the efficient handling of the problems of the environ¬
ment and of education referred to and also for a more

satisfactory contribution to the development of poor
countries without having recourse to sudden and unco¬
ordinated restrictions on national and international

capital transactions. If there are pockets of unemploy¬
ment selective demand/supply adjustment is called for.

Another purpose of demand management is to avoid
restrictive measures hampering trade and other trans¬
actions between Member countries and imports from
developing countries.



ECONOMIC

POLICY CONSIDERATIONS FOR

OECD COUNTRIES
Statement by the Secretary-General, Thorkil Kristensen,

to the OECD Ministerial Council

Crisis in

the Monetary
System :

a Misleading
Expression

In 1 968 economic matters were often in the headlines

of the newspapers and on some occasions the dis¬
cussion was very lively. Often participants in the
debate have talked about what they call a crisis

in the international monetary system. However, this
expression is misleading, for two reasons.

The first reason is that

we do not have, as yet, an

international monetary

system in the true sense
of the word. There are

national monetary sys¬

tems, one in each coun¬

try. They are linked to¬
gether to some extent
through many interna¬
tional transactions and

through the rules of the
International Monetary

Fund, for those countries
which are Members of the Fund. Yet decision-making

concerning the two key factors of a monetary system, i.e.
the exchange rate and the amount of money in circulation,
rests in practice with the national authorities of each indi¬
vidual country. This leads me to the second reason why
the expression I have just mentioned is misleading.

The truth about 1 968 is that the mechanisms of interna¬

tional payments functioned rather well, as they have done
generally in the post-war period. Certainly, there were
difficulties, but they had their origin in the fact that a num¬
ber of national economies were not in as balanced a posi¬

tion as one would wish. This again underlines the fact
that it is at the national level that important decisions are

made; and from this fact two basic conclusions can be
drawn.

One is that it would be an illusion to believe that a solu¬

tion of our problems could be found in some kind of mira¬
culous reforms of the international monetary system. The

other is that though much progress has been made, the pro¬
cess of balance of payments adjustment is still sometimes
working unsatisfactorily.

The shortcomings should not, however, be exaggerated
as they sometimes are. There again, I think the words
" monetary system " have been misleading. Money is

important as an instrument for keeping the economic
machinery working but it is nothing more than that. The
essential things are production and employment, and in
the post-war period western countries have been remark¬
ably successful in maintaining a high level of employ¬
ment and a steady growth of production.

This was also on the whole true in 1968, when there

was a recovery after the slowdown in some countries in
1967. Total economic growth for the OECD area was
therefore probably more than 5 per cent in real terms.
However, it was recognised that demand was growing too
fast both in the United States and the United Kingdom,

leading partly to price increases, partly to an unsatisfactory
current balance of payments. Measures have therefore
been taken to restrict demand in these two countries, and
also in France, and this will indirectly influence other
countries to some extent.

otal economic growth will therefore probably
be somewhat slower in 1969 than the year

before. Yet it may fundamentally prove to
be a better year than 1968. The current

balances of payments of the two reserve currency coun¬
tries should now improve substantially and at the same

time the large German sur

plus should go down be¬
cause of the measures

recently taken to tax ex¬

ports and detax imports,
accompanied by rising in¬
ternal demand. The cur¬

rent surplus of Italy re¬
mains large, though here
a slow reduction may also

be on the way.

Important steps should
therefore be taken this

year in the long hoped-for
movement towards a more equilibrated international pay¬
ments position. This progress towards a more tenable
pattern of current transactions should also have a sober¬
ing influence on the flows of capital that were often

Total

Economic

Growth :

probably

somewhat

slower



rather erratic last year, sometimes inspired by expectations
that proved false.

It must be stressed, however, that it is very important
that the cooling-off period now started in the United
States be allowed to last long enough. Otherwise the
current surplus will be far too small to permit the country
to play the role it could play in international affairs. In the
United Kingdom internal demand must also be kept under
control so that the present increase in exports can continue.
On the other hand Italy, having both a large current surplus
and unutilised capacity, has room for a stronger rise in inter¬
nal demand; and in Germany it is essential that the mea¬
sures taken to obtain a more balanced foreign trade be
maintained long enough to have the desired results.

The events of the last year and the prospects for the near
future call for some reflexions of a general nature regarding
economic policy under the conditions existing in modern
industrial societies.

As regards the two most important economic magni¬
tudes, production and employment, OECD countries have
on the whole shown an exceptionally good performance
in the post-war years. Performance has been less satis¬
factory concerning international payments and the rate of
inflation, which has often been too high to be acceptable
in the longer run.

One of the striking features of post-war deve¬
lopment is that international trade, transport,
capital movements and other transactions

have grown substantially faster than total
production. Countries are therefore much more inter¬
dependent than before, so that even small differences

in competitiveness or in

Interdependence

and

Imbalances

the levels of internal de¬

mand between countries

can influence an individual

country's current balance
of payments vis à vis other
countries more than in

the past. If this leads to
rumours about devalua¬

tion or revaluation, capital
movements may start that
reinforce the imbalance.

It is therefore becom¬

ing more imperative than
in earliers years that each country follows the general
stream closely, both as regards competitiveness and the
level of demand compared with capacity. Since some
countries have a relatively larger growth potential than
others, this is not always easy to achieve, and it makes it
essential that appropriate measures are taken in time so
that imbalances do not become unmanageable.

This is probably the most important policy considera¬
tion that needs to be stressed for the moment. If some of
the corrective measures taken in 1968 in the countries I
have mentioned had been taken earlier much of the trouble

we have seen could have been avoided. I have only
mentioned a few big countries because of their international
importance but the problem is of course the same in the
smaller countries.

Thus, the increasing internationalisation of economic
transactions makes it more and more necessary for each

country to base its policies on careful forecasting and
to adjust them in time to changing situations. No inter¬
national monetary reform can relieve governments and
parliaments of this responsibility.

The widespread, though more or less pronounc¬
ed inflation of recent years has often been
accompanied by high interest rates, and both

phenomena normally reflect a high level of
demand compared with available resources. Policies
to maintain a high level of employment must of course work

in that direction but it

would be possible to come

nearer to full employment
with less inflation if man¬

power could be made more

mobile through an active
policy and if improved
labour/management rela¬
tions could make wage
negotiations on a realis¬
tic basis easier. On these

two points more progress
is needed and consulta¬

tions within the Organi-

Inflation

and

Interest Rates

sation should be intensified.

However, the tendency to keep demand pressure high
is not only due to the wish for full employment. It has
probably also to do with the fact that rapid technological
progress supported by modern credit facilities tends to

push both consumption of durable goods through hire
purchase and productive investment. It is imperative for
producers to invest in the best existing equipment.
There is therefore a tendency for planned investment to
grow even faster than savings in the affluent society, and
this means an upward pressure on interest rates.

It is a paradoxical fact that in the decade before the

first World War the United Kingdom invested about 7 per
cent and France about 3 per cent of its gross national pro¬
duct abroad, while today, when income levels are much
higher, no country has a capital export of such a size com¬
pared with its total production. This, however, is consis¬

tent with another main feature of the present image of the
world economy, namely a level of interest rates that is much

higher than in earlier times. There seems to be a capital
shortage in the sense that only very high rates of interest
can keep the demand for capital within the limits indicated
by savings, though there are differences from one country
to anther.

It is true that the real rate of interest is much lower than

the nominal rate for many borrowers because they can count
on a certain inflation to increase the value of their invest¬

ments and because their income tax is reduced when they
pay the high interest rates. However, these arguments
are valid to a degree that varies widely from case to case.

If it is a long-term loan one does not know what the average
rate of inflation will be and the tax argument is not valid at
all if the borrower is a public authority, for example the
government of a developing country.

Apparently, the high levels of interest rates are to a large
extent the result of competition between countries. If a
country for balance of payments reasons wants to attract

capital from abroad and reduce its capital outflow it puts up

8
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its interest rates. Other countries may then follow suit
to counteract the impact on their own capital market
situation.

In a general way national interest levels must now be
adjusted to one another more closely than in the past
because capital has become more volatile. The striking
fact is that most of the adjustments have been upwards,
the lower national rates being increased.

One may ask whether it would be possible through closer
international co-operation to attain a lower average level
through adjustments where it was normally the higher
national rates that were lowered instead of the lower ones

being increased. This is worth trying, but it will of course
tend to increase the overall amount of investment. It

would therefore require a more determined effort to con¬
trol total demand through appropriate fiscal policies.

R
ecently in some cases countries have tried to

influence their foreign payments situation
through tax or other measures having a direct
impact on foreign trade. This may be the

Adequate

Demand

Management

best solution where quick results are needed, but it can
only have its full effect if internal demand is adjusted to the

changes in the supply-
situation that follow. It

is therefore no real substi¬

tute for adequate demand
management and, need¬
less to say, measures that
hamper the free develop¬
ment of trade should be

abolished as soon as pos¬

sible.

Furthermore, not only

are we now making pre¬

parations for the establish¬
ment of a generalised pre¬

ferential tariff treatment of exports of manifactures from
developing countries : the time may also be approaching
where new steps forward in trade liberalisation can be envi¬
saged, following the Kennedy Round. OECD countries
should be able to play a leading role in such a move, and
this makes it all the more necessary that the economies of
our Member countries are kept working smoothly without
recourse to restrictive measures in the trade field.



NEW LEGISLATION TO PROM

	POLICY IN
In mid-December iq68 the Austrian legislature unanimously approved a bill concerning
"labour market promotion ". With the enactment of this law the Austrian Government
has implemented a number ofthe recommendations made by OECD's Manpower and Social
Affairs Committee in its country study on Austrian manpower policy andproblems (i) and
has laid the foundation for carrying out a IQ64 Recommendation of OECD's Council on
Manpower Policy as a Means ofEconomic Growth.
The new law enjoins the federal manpower authorities to use "an active manpower policy"
in the sense recommended by OECD to achieve and maintain full employment. In an
explanatory memorandum which accompanied the bill on its submission to Parliament, the

< r" 1 "^here is an urgent need to restructure the
whole area of manpower administration
in accordance with the requirements of

M social and economic policy " notes the
Austrian Government in a memorandum accompany¬
ing the new labour market law. " In addition to its
traditional functions of occupational counselling,
placement and unemployment insurance, the man¬
power administration will have to play a greater role
than it has until now in the maintenance of full

employment and the prevention of unemployment.
... It must promote the effective functioning of the
labour market so as to utilise all categories of man¬
power whether they be employed, unemployed or
underemployed. This means it has to be able to

initiate measures for the promotion of geographic
and occupational mobility and social adaptation on
the part of workers or to provide the assistance so
that such initiatives can be taken by others. It
must also be able to encourage, through provision
of financial assistance, occupational training, re¬
training or advanced training; to permit testing for
work aptitudes and attitudes, a work trial period
in a particular occupation ... and further deve¬
lopment for workers already in an occupation,
particularly those manpower groups whose jobs
are affected by plant closure, reconversion or con¬
traction and to persons who, because of a diminution
of their physical or mental capacities are not able to
fill economically remunerative jobs. It is only
through such measures that it will be possible to meet
the difficulties which have arisen and will continue to

arise in Austria - - and in other countries - - as

markets expand and unprofitable plants contract or
close. Manpower and jobs must be mutually adapted
to each other in the interests of achieving optimum
economic growth with the goal of maintaining full
employment and avoiding unemployment. "

Specific measures

The nucleus of the new law is a series of provisions
intended to promote adaptability on the part of

workers and structural change on the part of firms.
Great emphasis is placed on occupational mobility.
Previously only unemployed workers (and only a
small number of them) were eligible for financial
support during retraining, but under the new law-
subsidies amounting to as much as 80 per cent of a
worker's wage may be granted for vocational training
not only to the jobless hut also to workers who have
not yet lost their jobs but are threatened with un¬
employment, as well as to persons wishing to improve
their qualifications or to find more productive
employment. Aid is also available for travel costs

connected with retraining, for maintaining two
households, should that prove necessary, and for
the cost of the training itself. Geographic mobility is
also encouraged by the new law which provides
allowances for costs incurred in connection with

applying for a job, travelling to the new location,
moving and again, if necessary, maintaining two
households.

Employees forced to work less than full time

because of economic conditions are compensated for
wages lost by the Government as has been the case
since 1949. The system of productive employment
assistance (construction subsidies) also used since
1949 to counteract short-term employment fluctua¬
tions is considerably reinforced, as suggested in
OECD's report on Austria. Projects are now eligible
for subsidy if they employ workers who are threatened
with unemployment as well as the unemployed.
Another new feature of this type of assistance : broad
economic sectors (e.g. construction, agriculture and
forestry) can, if they are willing to continue operations
in winter, receive compensation for extra costs
incurred, and their workers are eligible for allowances
covering the cost of winter clothing, visits home or
dual residence.

In areas or industries where, as a result of a change
in demand patterns or technology, plants are conver¬
ting to another line, workers may, under the terms of
the new law, receive 65 per cent or more of wages lost if
there has been an advance agreement to that effect
between workers and employers. If the workers
affected undertake retraining, the compensation rises



OTE AN ACTIVE MANPOWER-")
AUSTRIA	

Government quotes the OECD Recommendation and states that the Organisation s study
ofAustrian manpower policies provides one ofthe "bases for formulating a new manpower
policy". (2)

(1) Manpower Policies and Problems in Austria, OECD, August 1967. Also translated into German and published by the Austrian Government.
(2) The other bases mentioned are : the ILO conventions and recommendations on unemployment (1919) labour market administration (1948
and 1964) and fee-charging placement services (1933); 1965 negotiations between the social partners ; negotiations between the latter and the
federal ministries concerned and the comments of all parties to whom the draft legislation was submitted.

Along with the text of the
new manpower law, the
OECDObserverhas receiv¬

ed the following comment
from Grete Rehor, Austrian
Minister of Social Affairs.

" Since 1st January, 1969, a modem law on labour market pro¬
motion has been in force in Austria. The preparatory work,
which goes back to 1961, was carried out with the active co¬
operation of the ministries concerned with economic questions
and representatives of the various social groups. This law, which
is very important from the point of view of social and economic
policy, was unanimously adopted by the Austrian Parliament. Il
replaces existing, outdated regulations and also incorporates
suggestions of international organisations, particularly those of
OECD, in its Recommendation on an Active Manpower Policy
and its study of Austrian manpower policies.
" In this context, the Advisory Council for Labour Market
Policy, in existence since 1966, has been given a legal basis; in
addition a special Institute for Labour Market Policy has been
created at the Academy for Social and Economic Sciences at
Linz to provide a scientific basis for this policy.
" The new law sels the labour market administration the task
of promoting in the spirit of an active manpower policy the
adaptation of manpower to structural changes in the Austrian
economy. "

" In order to adjust successfully to the incessant changes of a
modern economy, a worker nowadays needs a high degree of
occupational mobility. The labour market administration will
help him by providing vocational information and counselling,
training and retraining facilities and various forms of financial
support. The latter will be used to enable the individual worker
as well as the enterprise readjust to modern production require¬
ments and to alleviate social hardships occuring in the process. "
" In carrying out these tasks the manpower administration serves
not only the individual worker but the whole of the Austrian
economy and thereby provides an important basis for social
progress. "

to 80 per cent. Should the firm undergoing structural
change be forced to locate elsewhere, allowances are
available to help key workers move and resettle in the
new location.

Several other new kinds of allowance are provided :
assistance for purchase of work clothes or work tools,
or whatever special equipment may be necessary to
redesign posts for handicapped people, and for
bridging the gap between the time when a worker
begins a new job and the time of his first wage
payment.

If these new tasks are to be carried out effectively,
it is essential for the employment service to modernise
and to enlarge its scope. In this context the Austrian
Government memorandum cites OEC.D's 1964 He-

commendation on reform of the employment service :
" It should be an institution promoting the effective
functioning of the labour market as a whole in respect
of all categories of workers. It must be given
sufficient resources, including qualified personnel and
attractive premises so as to gain the confidence of all
sectors and classes of employees and employers. It
should be capable of providing adequate description
of jobs and of qualifications of applicants, vocational
guidance and occupational counselling services, and
inter-regional clearing of vacancies. It should also
be able to administer special programmes designed to
encourage geographical and occupational mobility and
social adjustment. These programmes should apply
to all categories of workers, whether employed, under¬
employed, or unemployed, so as to promote optimum
utilisation of manpower. "

The new Austrian law strengthens the employment
service by providing it with additional budgetary
support 303 million schillings ($ 11.7 million) for
1969 as against 80 million schillings for 1968 and
by creation of a new advisory body, the Central
Council for Labour Market Policy which groups
the representatives of public authorities and of
employers' and workers' organisations. Participa¬
tion of the social partners will take place not only
at the level of the central government but also at
regional level. Greater emphasis is given to research,
to the collection and evaluation of data and to forecast¬

ing of labour market, demographic and overall
economic trends and on the exchange of relevant
information with other social and economic policy¬
making bodies.



TRENDS OF RESEARCH AND
DEVELOPMENT IN THE IRON

AND STEEL INDUSTRY

The iron and steel industry in OECD Member countries has been constrained over recent

years to seek by rationalisation and by the adoption of new techniques to keep its produc¬
tion costs down, often in the face of substantial rises in the cost of a number of factors of

production. The importance of steel as a basic industrial materia/, the high cost of
investment in iron and steelmaking, and the pace of modernisation make it imperative that
the ways in which new technologies are developed and applied in the industry should
be studied.

An OECD consultant, Professor G. Wesley Austin, has prepared a report on technology in
the steel industry which was approved by the Special Committee for Iron and Steel towards

the end of 1 968. The following article is based on the section of the report which dis¬
cusses present and future trends of research and development.

D
ecause of the high investment costs in the steel

industry, continuing efforts will be made to
increase the efficiency of each stage of the production
process and to improve the quality and uniformity of the
product; also to rationalise production within individual

countries and eventually as between countries.

Efforts to reduce the coke consumption of the large
modern continuously-operating blast furnace include ore
preparation, higher blast temperatures, hydrocarbon and
oxygen injection. Each of these techniques is steadily
improved at the plant, by the plant's own resources. The
general improvement in heat resistant materials and the

increased understanding of heat transfer problems, result¬
ing from theoretical and experimental work in laboratories
of all types, will contribute to efficiency in the use of fuels.

Table 1, showing the grouping of iron and steel plants
according to their crude steel capacity in 1961 and 1966,
indicates a clear trend towards larger units, while at the
same time it shows that the number of smaller units has

not greatly altered.

The trend in the large plants is to ensure maximum

uniformity in feed materials, ores, coke, fuels, fluxes
and so on, and to control the processes automatically.
The processes of iron reduction, casting and rolling are, or
could be, continuous. The discontinuity or batch process
of steelmaking intervenes. It is probable that the tenta¬
tive pilot plant scale attempts at continuous steelmaking
in the United Kingdom, France and Germany will be
expanded. Since large quantities of molten iron are

necessary, as well as all the chemical, physical and
mechanical controls, it would seem preferable to locate
the pilot plant in an integrated works with full co¬
operation from a research institute.

A few fully-automated controls for parts of plants are
now in operation and their application will be extended.

At the other end of the scale as regards size, smaller
plants may maintain themselves by process or product
specialisation and high quality. Direct burning of solid,
liquid or gaseous fuels with enriched air or oxygen in
special furnaces may compete successfully with electric
heating. Improved technical processes may facilitate the
economic production of small quantities of special steels.

Scrap provides up to one half the metal feed for
global steel production. Powerful machines are now

available for sorting, cutting up, shredding and packeting
scrap into more uniformly-sized material. Improvements
in the melting process, the use of special mills and other
technical improvements may so alter the steelmaking
picture that overall the scrap might be assembled where
it arises, treated, melted and rolled as economically as if
transported to a very large plant.

Contributions can be made to the knowledge of the
steelmaking process by the investigations in plant lab¬
oratories and research institutes on iron and steelmaking
reactions. The study of molten metal drops in environ¬
ments of various gases is yielding information, and could
be extended; as could deoxidisation studies. Questions

of improved quality in steels are partly concerned with
homogeneity and inclusions. The reduction of sulphur
contents to very low values is becoming more important
and it may eventually prove more economical to treat

the pig-iron outside the blast furnace.

Research and development

weidability and quality of steel
on strength, toughness,

i continue in laboratories

of all classes. A far deeper knowledge of the phenomena
of brittle fracture has been obtained internationally. The
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1. NUMBER OF IRON AND STEEL PLANTS GROUPED ACCORDING TO CRUDE STEEL CAPACITY

IN MILLION TONS AT THE END OF 1961 AND 19661

COUNTRY

1961 1966

4 + 3-4 2-3 1.5-2 1-1.5 0.5-1 -0.5 TOTAL 4 + 3-4 2-3 1.5-2 1-1.5 0.5-1 -0.5 TOTAL

Belgium 	

1

1

2

5

	

1

2

1

1

3

5

1

2

4

9

9

5

2

8

44

53

81

2

2

14

59

75

87

6

3

1 3

1

1

2

5

3

2

2

1

5

7

3

2

6

8

6

1

3

3

41

49

97

1

2

12

France	 58

Germany 	

Italy	

Luxembourg 	

Netherlands	

72

104

6

3

ECSC Total 	 1 8 4 12 29 190 244 1 4 11 5 17 24 193 255

Total other

OECD Europe of which : 1 3 2 17 250 273 1 1 3 8 18 218 249

Austria 	

1

1

2 2

1

2

1

13

9

139

32

52

11

141

33

70

-

1 1

1

2

1

1

6

1

2

2

11

10

117

29

45

12

Spain	

Sweden 	

120

32

United Kingdom2 	 66

Total OECD Europe .... - 2 8 7 14 46 440 517 1 5 12 8 25 42 411 504

Canada	

Japan 	 1

1

1

1

1

2

3 8

36

240

40

254

1

3 2

2

5 -

1

6 2

43

246

47

264

1 . For the purpose of this table a plant is taken as an individual works. Physically separated works owned by one company are each treated as
a plant.

2. Excluding firms engaged almost entirely in the production of metal for castings; also certain small producers of ingots and crucible steelmakers.

design, assembly and direction of safe higher strength or
larger structures of thicker sections has now become
possible; as has the use of thinner sections, e.g., in
building construction, to give structures the same strength
as would previously have required steel products of far
greater weight. National and international standard¬
isation committees present guidelines for work in these

fields. Greater attention might be devoted to the treat¬

ment of gaseous and liquid effluents from steelworks.

The manpower engaged in research and development

in the iron and steel industry as compared with total man¬

power is shown for some OECD Member countries for

selected years in Table 2.

Table 3 shows for selected countries the expenditure

on research and development in the steel industry, in

dollars and in relation to crude steel produced.

Present and future trends in research and development

Technology in the Iron and Steel Industry : Some Basic Considerations

The industry, though of ancient origin, conti¬
nues to develop its technology on a wide
front.

Progress in this field is the consequence of
scientific research carried out in specialised

institutes, as well as of expreience in the
works.

The research effort (manpower and expen¬

diture) has doubled in the last ten years in
Europe and Japan as well as in the United
States. The cost of research is borne almost

exclusively by the industry.

There are no substantial disparities in the

technological know-how available to the various

countries; diffusion of know-how is very quick.

A common international system in patents and

licensing practice could be advantageous.

The technological progress made by the

steel industry has been of great benefit to the

general economy by satisfying completely the
demand for steel; by reducing steel cost and

prices as compared with other industrial pro¬
ducts; and by permitting industrial and economic

developments which would otherwise have
been impossible.

Increased co-operation between producers
and users of steel, even on a world-wide scale,

could be useful.
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in the steel industry have been outlined above. The ques¬

tion arises as to whether the organisational structure of
R and D can be caused to operate with greater efficiency.

Improved communication might contribute to this end.
It has been noted that many innovations have resulted
from user demands. In some countries there might be

a place for greater users' technical association repre¬

sentation on the project planning bodies of the iron and
steel research associations. The research associations

in the different countries are not dissimilar in size, equip¬

ment and staffing. If a far closer co-operation between

them could be obtained, certainly on a continental and

preferably on a world scale, duplication could be reduced

and greater interest aroused in the delineation and solu¬

tion of common problems. Government assistance could

make a useful contribution towards the expense of such

exchanges.

The equipment, staffing and potential supervision of

the institutes appears satisfactory for post-graduate work;
this could represent an inducement to study in this field
for higher degress. Suitable candidates could be second¬

ed from the industry. Closer collaboration between the

industry and the universities is desirable.

The general theme is the promotion of greater co¬
operation between the user, the plant, the research asso¬

ciations and the teaching centres, nationally and interna¬
tionally.

2. MANPOWER EMPLOYED IN RESEARCH AND

DEVELOPMENT IN THE IRON AND STEEL INDUSTRY

OF SOME MEMBER COUNTRIES (1)

r^?«*-1_r_: ^-*;ms£=^ =1 Pp±---f3^!

Year

Total

Manpower
Employed
in R & D

Total

Manpower
in the Iron

and Steel

Industry

%
Manpower
RD/Total

1.72Germany 1964 4,340 (2) 252.892

Belgium 1955

1966

281 (2)

681 (2L

48,700 (2)

56,713

0.58

1.20

(1.09)
1.16

0.43

0.88

France 1955

1965

(1.320)

1,844 (2)

120,903 (3)

158,814

Italy 1955

1966

277

611

52,597 (3)

69,265

Netherlands 1966 360 19.038 1.89

United Kingdom 1955

1966

1,842

5,188

289,449

288,000

0.64

1.80

Sweden 1966 1,375 46,200 2.98

Canada 1955

1966 200 (4)

32,507

46,682 0.43

Japan 1957

1966

2,893 (2)

8,129 (2)

(214,156)

310,487

(1.35)
2.62

(1) The definition used was "Manpower employed on iron and
steel R and D by bodies normally engaged in R and D in the iron
and steel field. "

(2) Only for laboratories or other departments of the iron and steel
industry, and in some cases research establishments run by iron and
steel undertakings on a co-operative basis.

(3) Workers only, excluding apprentices.

(4) R and D manpower employed directly by all Canadian producers
( )

Steel is one of the principal pillars suppcrting Japan's economy and
its industries. A rolling mill at Yawata iron and steel works.

3. EXPENDITURE ON RESEARCH AND DEVELOPMENT

IN THE IRON AND STEEL INDUSTRY ()

Countries Years

R and D

expenditure
in thousand

%

Crude steel

production
in thousand

metric tons

Expenditure
R and D/ton

Belgium 	 1955

1966

742

3,389

5,893

8,911

0 13

0.38

France 	 1955

1966

6,100

17,220

12,592

19,585

0.48

0.88

Germany 	 1964 32,750 37,339 0.88

Italy	 1955

1966

720

7,504

5,548

13,639

0.13

0.55

Netherlands 	 1966 3,039 3,256 0.93

Sweden 	 1966 15,000 4,764 3.15

United Kingdom . . . 1955

1966

7,264

32,150

20,109

24,705

0.36

1.30

Canada	 1956

1966

400

5,800

4,809

9,075

0.08

0.64

United States (2) . . 1957

1965

64,000

131,000

102,254

119,262

0.63

1.10

Japan 	 1956

1965

8,497

42,181

11,106

41,161

0.77

1.02

The definition used was " expenditure by the iron and steel
industry on R and D ".

Statistics for the United States do not include all organisations
carrying on important, direct research on iron and steel processes
and products, e.g., the equipment makers, independent commer¬
cial laboratories, and universities.
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he American firm of

consul tine engineers,

NTEGRATED

TRANSPORT

SYSTEMS :
Afactor in trade expansion

Between the first and fourth quarters of içôj container
transshipments in the Port ofBremen increased by 21.5 per
cent. From ig66 to içôj container traffic went up by 62 per
cent in Antwerp and no per cent in Ee Havre. The deve¬
lopment ofcontainerisation andparticularly large container
services is going ahead rapidly. The European Conference
of Ministers of Transport (ECMT) considers that this new
development is lively to lead to an increase in international
commodity trade provided it proceeds on rational lines.
Diseconomies arising from inadequate co-ordination at the
initial stages of this new transport system can be avoided
only by international and intersector co-operation. The
ECMT has undertaken to assemble the necessary data to
ensure such co-operation.

r i

A.D. Little, estimates
_J_L that the use of non

standard containers would raise

the cost of container services

development in Europe by hun¬
dreds of millions of dollars. If the

promoters of a container service
adopt standards to suit their own
particular needs they will have to
build up a body of equipment -
containers, handling facilities,
ships, road trailers and loading
platforms which nobody will be
able to use except themselves. But
if they adopt agreed standards,
opportunities for co-operation will
be greater and capital outlay
smaller.

A large number of specialised
container ships have been laid
down. The new vessels scheduled
which came into service in 1968 and

early 1969 include 26 ships with an
overall carrying capacity of 17,020
containers on the North Atlantic

routes and nine ships with an overall
capacity of 10,170 containers
for traffic ^between Europe and
Australia. Since 1965 in Great

Britain and more recently in Conti¬
nental Europe the railways have
been offering regular and rapid
container services. The ECMT

experts point out that as more
containers come into use standard¬

isation becomes more urgent and
more difficult. The development
of large container services (1) is
only just beginning in Europe.
But it is making headway.

Container traffic is a combined

form of transport (goods are car¬
ried in the same container by
several modes of transport in
succession) linking the sender and
the recipient in a continuous chain.
The other combined forms of trans¬

port are by flat or box pallets,
roll-on roll-off services (transfer
from road or rail transport to
ocean-going vessels or ferryboats
and vice-versa), lift-on lift-off ser¬
vices (transfer of current unit loads
by crane from rail or road to ocean¬
going vessels or ferryboats and
vice-versa) and piggyback trans¬
port (road trailers hauled on rail¬
way trucks). The new ECMT

( I) Large containers means those at least
20 feet in length (6.06 metres) .
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survey deals with container trans¬
port and the roll-on-roll-off sys¬
tem.

For and Against

Until recently the prospects of
international goods transport by
large containers and roll-on roll-
off services were not everywhere
thought to be good. But today
all those concerned shipowners,
port authorities and inland carriers
alike - - take a positive view and
are preparing for the container age.

For the forwarding agent large
container transport and roll-on
roll-off services mean :

shorter transport time resulting
from quicker handling at seaports
with no break of bulk when moving
from one means of transport to
another;

savings on packaging costs (espe¬
cially in the case of transport by
sea);

less risk of theft and possibly
less risk of damage resulting in
lower insurance premiums in cer¬
tain cases;

as a general rule, lower direct
operating costs.

Transport by containers also
offers advantages to the shipown¬
er :

more efficient operation due to
faster turnround and -- since the

new specialised container ships
will be faster fewer ships requir¬
ed for a given capacity ;

savings on harhour dues and
labour costs;

lower direct operating costs.

Drawbacks include the special
outlays required and the price of
the containers which considerably
increases the initial cost of trans¬

port (a container 20 ft. x 8 ft.
costs about £500). A further dis¬
advantage is the lower utilisation
of cargo space in container vessels
as compared with conventional
liners.

Beports show that certain
conventional vessels of standard

design lose about 35 per cent of
their bale capacity after conver¬
sion even with containers loaded

on deck. Moreover the containers

themselves take up space, weigh
heavy and are often not fully
laden .

A report published in the United
States shows that the net homo¬

geneous cargo that can be carried
by a specialised ship amounts to
only 72.25 per cent of the bale
capacity. But this loss of capa¬
city may be largely offset by
higher speed.

Possible Solutions

Standardisation is the primary
problem of container manufactu¬
rers and operators. A Technical
Committee of the fnternational

Standardisation Organisation (ISO)
has made a series of studies on the

dimensions and maximum gross
weight of containers, markings and
terminology. Despite the ISO re¬
commendations the question of the
external dimensions of containers

has not yet been settled.

With regard to quality stan¬
dards the ISO, the shipping-stan¬
dards associations and other res¬

ponsible bodies intend to draw up
general rules as soon as possible
on container specifications and
inspection arrangements.

Manufacturers and operators
will also have to comply with
government safety requirements.
The containers used in a country
will have to meet all the safety
requirements laid down by that
country in all sectors, i.e. dockside
handling operations, road traffic,
transport of perishable goods and
dangerous substances and customs
regulations.

Social problems may arise from
the introduction of large container
transport and roll-on roll-off ser¬
vices. The two unions the

International Transport Workers'
Federation (ITF) and the World
Federation of Labour - are to

state their views in the near future.

Talks have already been held be¬
tween the authorities and the

unions about the possible effects
on labour rationalisation of hand¬

ling operations in seaports. So far
the volume of container traffic and

the consequent economies in the
dock labour force seem to have

caused little anxiety to those
concerned.

Possible economies in ships' per¬
sonnel due to the reduced require¬
ments of container ships may be
offset to some extent by the need

CONTAINER TRAFFIC

IN THE PORT OF BREMEN, 1967

Unloaded Loaded Total

January

February
March

1,400

1,488

1,712

2,000

2,117

2,024

3,400

3,605

3,736

1st quarter 4,600 6,141 10,741

April

May
June

1,756

1,751

2,422

1,833

2,563

2,405

3,589

4,314

4,827

2nd quarter 5,929 6,801 12,730

July

August

September

2,224

2,590

1.966

2,857

2,742

2,619

5,081

5,332

4,585

3rd quarter 6,780 8,218 14,998

October

November

December

1,932

1,875

2,081

2,594

2,105

2,468

4,526

3,980

4,549

4,h quarter 7,167 13,055

Total for year 23,197 28,327 51,524

for relief crews as a result of the

quicker turnround.

There might be a reduction in
labour requirements on the rail¬
ways but the experts do not foresee
any far-reaching changes in the
road transport sector.

The effect of container transport
on shipping and seaports raises

CONTAINER TRAFFIC IN THE PORT

OF ANTWERP 1956 AND 1967

Total Traffic
Number of containers

Total

1966
Unloaded Loaded

1st quarter

2nd quarter

3rd quarter

4th quarter

7,264

6,749

6,758

8,349

3,445

3,422

3,457

4,376

10,709

10,171

10,215

12,725

Total for year 29,120 14,700 43,820

1967

1st quarter

2nd quarter
3rd quarter
4th quarter

7,738

7,826

7,776

9,868

3,880

5,837

6,062

8,033

11,618

13,663

13,838

17,901

Total for year 33,208 23,812 57,020
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Container handling by straddle-carrier in the port of Antwerp

other problems. The OECD Mari¬
time Transport Committee has
given its views on this matter in
response to a request from the
ECMT. In the Committee's opi¬
nion the financial, commercial and

technical problems likely to arise
for private industry in most coun¬
tries as a result of the introduction

of new techniques are not generally
a matter for government interven¬
tion.

The greater part of the mer¬
chant fleets of OECD countries is

privately owned and shipowners
are prepared to face up to the
commercial risks of any container
service thev create.

Ports are another matter. In

most countries, local, regional or
national authorities exercise a more

or less direct influence on the ports
and these authorities are aware

of their responsibilities with re¬
spect to container developments.
The new pattern of traffic may
have considerable effects on the

geographical location of economic
activity and thus influence the
relative competitive position of
the different regions.

Il is the established policy of
the maritime countries' govern¬
ments not to interfere with private
investment in shipping by their
national owners. So far as the

Committee is aware no government
is at present taking steps to limit
over-capacity. The same policy
will apply in respect to investment
by national owners in specialised
container ships and this may well
lead to over-capacity in this type
of tonnage.

On the other hand the Com¬

mittee feels that the development
of container transport is likely to
aggravate the problem of over¬
capacity in liner shipping in gene¬
ral because a large number of
conventional liners will become

redundant and will be used for

non-containerised traffic.

At the present time the Com-
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OTHER ORGANISATIONS CONCERNED

IN CONTAINER OPERATION

ICB International Container Bureau

CCC Customs Co-operation Council
ICC International Chamber of Commerce

ECAC European Civil Aviation Conference

ECE Economic Commission for Europe (UN)

CEIF Council of European Industrial Federations

ICS International Chamber of Shipping
WCL World Confederation of Labour

FIATA International Federation of Forwarding Agents Organisations

ICHCA International Cargo Handling Co-ordination Association

IMCO Inter-Governmental Maritime Consultative Organisation

IRU International Road Transport Union

ISO International Standardization Organisation

ITA Institute of Aviation Transport

ITF International Transport Workers Federation

OECD Organisation for Economic Co-operation and Development

UIC International Union of Railways

IUIN International Union for Inland Navigation
IISPL International Institute for the Unification of Private Law

mittee considers it unlikely that
air traffic will make large inroads
into maritime traffic as far as gene¬
ral cargoes are concerned even
allowing for further reductions in
air freight costs. This does not
mean that there will not be in¬

creasing competition from airtrans¬
port for certain types of valuable
cargo.

In I he Committee's view the

development of maritime contain¬
er services is probably the only
effective way of meeting this com¬
petition, especially since it will
make possible new tariff struc¬
tures, savings on packaging and
insurance and speed up door-to-
door movements.

Promoting Co-operation

The ECMT takes the view that

government intervention would
not be a direct or practical way of
improving combined transport ope¬
rations. If considers, however,
that governments could usefully
encourage the efforts international
organisations and private under¬
takings are making to co-operate.
Government aid will be necessary
particularly where legal or admi

nistrative measures hamper such
co-operation and so prevent the
establishment of an economically
efficient integrated transport sys¬
tem.

Several ECMT governments
have shown their interest in deve¬

loping large container services as
part of their transport policy. The
new transport method creates fa¬
vourable conditions for co-ope¬
ration between transport operators
and between modes of transport
which should be fostered by the
public authorities or even initiated
by them. The fact that govern¬
ments are responsible for operating
the railways is cited in support of
their views.

Other governments take the
view that there should be open
competition between the different
modes of transport for the deve¬
lopment of large container ser¬
vices. Boad hauliers can in many
cases offer users cheaper services
and should not be hampered by
restrictive policies.

Customs procedures also pose a
problem. The ECMT considers
that international agreements
should be negotiated in the general
interest to ensure the smooth (low

of containers throughout the world,
avoiding unnecessary delays at

frontiers. Both makers and users

are facing a special problem, i.e.
the use in interna! traffic of foreign
containers imported on a tempo¬
rary duty-free basis. This prac¬
tice, known as " cabotage ", is
generally prohibited at the pre¬
sent time. The United Nations

Economic Commission for Europe,
the Customs Co-operation Council
and the Commission of the Euro¬

pean Communities are seeking
ways and means of avoiding as far
as possible the uneconomic use of
empty containers occasioned by
this ban.

In the view of the ECMT, large
container traffic can only yield its
maximum economic benefits if it

has the widest possible geographi¬
cal scope. In view of the new
possibilities opened up for inter¬
continental and intra-European
traffic, transport policy must allow
both carriers and users to benefit

lo the utmost from these advan¬

tages. This means that all con¬
cerned must be able to compete on
equal terms in this field.

The spread of containerisation
calls for new forms of co-operation.
All the parties concerned have
emphasised that they are now
trying to set up organisations for
this purpose or to extend the field
of action of existing organisations.
As yet there are hardly any asso¬
ciations representing all the par¬
ties concerned in container oper¬
ations, including land, sea, air and
inland waterways transport, for¬
warding agents and transhipping
services. But a first move towards

co-operation has already been
made as regards certain inter¬
continental trading networks.

The ECMT considers that the

rationalising effect of large contain¬
er transport and roll-on roll-off
services will not be fully felt until
legal administrative regulations
make proper allowance for the
special features of these transport
systems and until all concerned in
the operation of integrated trans¬
port services reach agreement on
methods of co-operation. Such
co-operation is considered essen¬
tial and might even lead to crea¬
tion of international container

pools. This is a matter for those
directly concerned. But the State
can contribute by limiting its
intervention to cases affecting the
general interest or the transport
economy as a whole.
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WELCOME

Finland signs the Memorandum of Understanding with OECD.

Left to right : Tankmar Horn, Under-Secretary of State, Ministry of Foreign Affairs,
Fi.-.land ; Thorkil Kristemen, OECD Secretary-General.

Everybody in OECD has welcom¬
ed the fact that Finland has

now joined the Organisation as afull Mem¬
ber. Already for some years it has taken
part in the work of some of our com??iitees
by virtue of special agree?nents and it was
felt natural that this should eventually lead
to full membership.

In recent years Finland has undergone an
economic development rather similar to that
ofother OECD countries and in the Nordic
Council and EFTA it is already in close
collaboration with some of them. The work
of the OECD in various fields such as
agriculture and the industries based on
forest products would be incomplete without
the participation ofFinland. It is therefore
a pleasure to welcome Finland as the 22nd
Member country of the Organisation.

Thorkil Kristensen,
Secretary General, OF.CD.

Among the nations which are already Mem¬
bers, Finland occupies a unique position :
although she has not reached the same level

-of industrialisation as many of them (the
primary sector employs 27 per cent of the labour force
and accounts for 16 per cent of domestic production)
the country enjoys a relatively high level of income.
Gross national product per capita, (at market prices)
which is expected to reach the equivalent of about $1700
for 1968, lies between that of Austria and that of the

Netherlands, and Finland has assets which should make

further development easier than it would be for many
other countries at a similar level of industrialisation

universal literacy, one of the highest university and
technical school enrolments in Europe, a well developed
infrastructure of medical and other social services and

at the same time an adequate supply of manpower.

Finland has another important advantage. Instead
of having to proceed from a primary base that is solely
agricultural, the country has forests more than two-
thirds of the land is covered by them - - and wood
processing involves sophisticated techniques, both
mechanical and chemical, hence a highly skilled work
force. It is largely around its forests that Finnish industry
has grown. In the early days wood itself was exported,
but as early as the middle of the 19th century Finland
began to take over the processing, first of timber, then
of pulp and paper, and now is the world's third largest
exporter of wood-pulp (Canada and Sweden are larger)
and the second largest exporter of paper and board
(only Canada being larger).

This process has been carried one step further :
Finland now exports huge and highly intricate paper
making machines, which sell for as much as 5 million
dollars apiece, all over the world (accounting for some
12 per cent of the total export market). She also
provides technological know-how for paper making.

There is, however, another side to specialisation, and
that is dependency : forest industry products account for
some 60 per cent of Finnish exports and a sixth of
value added by industry . As recent experience has once
again shown, forest industry products are very sensitive
to fluctuations in the business cycle. In 1967, with the
rate of European economic growth slowing down,
exports of both pulp and paper fell, for the first time in
a decade. Moreover, competition in the West European
market, which presently accounts for roughly 75 per cent
of Finnish sales, is expected to intensify. During the
last ten years, moreover, the rate at which wood was cut
to meet the growing needs of the paper and pulp indus¬
try, reached and in a few years exceeded the maxi¬
mum considered feasible without depleting the forests,
and since 1964 Finland has been a net importer of the
wood used for this purpose. But a forest improvement
programme undertaken the same year provides for
afforestation of less productive areas, drainage of
swamps, fertilisation, and seeding and planting on a
larger scale than before, with the aim of doubling the
total annual cut within 70 years

(continued on page 22)
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Helsinki : Finland depends on shipping for transport of most of its trade.
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Whatever the outlook for forestry products, diversi¬
fication of the economy is considered necessary for
further expansion and has been made one of the Govern¬
ment's main economic objectives.

Ships, Machinery and the
New Exports

Compared to the pre-World War II situation when
Finland relied on wood and its products for up to 80 per
cent of exports, production has already diversified sub¬
stantially. The first important impetus in this direction
was the need to make reparations payments in kind to
the USSR following the war, and this led Finland to
develop the shipbuilding industry iron, steel, copper,
nickel and cobalt. When reparations payments were

completed in 1952, this type of production became part

of Finnish exports and is now the most important
export-product group outside of wood-based products.
Thus, shipbuilding has grown from 40,000 gross register¬
ed tons in 1953 to roughly 200,000 tons a year, almost
three-fourths of it for export ($91 million in 1967).
Paper and pulp making machinery also figures in this
group of industries and, after shipbuilding, is the most
important item. In addition Finland exports machinery
for road construction, lifting and loading machinery,
cables, electrical measuring and controlling instruments
and domestic electrical equipment. Originally these
products were sold mainly to the USSR which still takes
some 40 per cent of them under bilateral agreements
along with paper and in exchange for petroleum, coal
and fertilisers but an increasing proportion 55 per
cent in 1967 is finding a market in the other Nordic
countries and other parts of the world as well.

During the 1960's Finland has diversified its exports
into other fields textiles and clothing, furs, shoes,
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glass and other design products, builder's fittings, furni¬
ture, chemical products, sweets and foodstuffs. Roughly
10 per cent of current exports consist of products that
had not been sold abroad before 1960, and these " new

exports" are growing at a rate of about 20 per cent a year.

Aside from its exports Finland has embarked on a
programme of diversification for the home market, the
most recent examples of which are iron and steel : a
large steel mill and rolling plant based on locally mined
ore has recently been put into operation and a decision
has been taken to build a thin-plate steel-rolling mill.
Another example is passenger cars, all of which until
now have been imported, mainly from the UK and
Germany. Henceforth some 30,000 cars a year (about
half of current new purchases) will be made in Finland
by a joint enterprise of the Finnish engineering company
Valmet and the Swedish firm, SAAB. The largest part
of this production will go to exports, at least in the near
future.

Opening the Economy

The first ten postwar years can be characterised as a
period of reconstruction and adjustment to new cir¬
cumstances. Some 400,000 refugees had to be resettled as
a result of the cession of territory and production
quickly boosted to make up for the 12 per cent loss in
productive capacity and the need to make reparation
payments. During this transition period industrialisa¬
tion was rapid. In the middle of the 1960's however,
balance of payments disequilibria arose and it was not
until the end of 1967 that a new growth policy could be
launched.

The new strategy of growth aims at Finland's parti¬
cipation in large integrated markets on a fully compe¬
titive basis. This requires structural changes in the eco¬
nomy, heavy investment outlays and the development
of trade, imports as well as exports. This emphasis is
considered necessary because Finland is a small country
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most advanced exports in engineering and design skill.



in terms of present concepts of market size it has
4.7 million inhabitants and because, aside from some
iron ore and the largest copper deposits in Europe, the
country is lacking in basic mineral resources.

Becoming a Member of OECD is one step in the reali¬
sation of that policy. Finland is already a member of
GATT, the IMF, and the World Bank, and has pro¬
gressively been reducing tariffs and quantitative restric¬
tions 95 per cent of imports from Finland's multila-
lateral trade partners have been liberalised. In 1967
Finland agreed to cut tariffs by some 40 per cent under
the Kennedy Round agreements. With respect to the
Member countries of EFTA, of which Finland became

an associate member in 1961, quantitative restrictions
and tariffs on industrial goods have been virtually elimi¬
nated. Exchange controls have been gradually relaxed
since the war, but control over capital outflows is still
considered necessary for balance of payments reasons.
The Finnish Government also support closer economic
co-operation between the Nordic countries.

A second pillar of Finland's development strategy is
the control of inflation which during recent years has
presented a problem for the Finnish authorities. In

October 1967, after several years during which the growth
of imports consistently exceeded that ofexports, Finland
devalued its currency by 24 per cent. Shortly thereafter,
in April, following discussion with the groups represent¬
ing the principal economic interests of the country
trade unions, employers, industry, commerce, agricul¬
ture etc. a series of agreements were reached to sta¬
bilise prices and incomes. One important feature of
these accords was the abandonment of price indexation
which had previously linked not only wages but
rents, agricultural prices, bank accounts, government
bond issues and other financial contracts to price indices.

For its future development Finland hopes to supple¬
ment, as she has done in the past, domestic investment
with foreign funds. (Gross imports of foreign long-term
capital amounted to the equivalent of 220 million dollars
in 1967.) A considerable portion of the foreign capital
has taken the form of credits from foreign governments
and international organisations or the purchase of
Finnish government or other bonds. In general, these
relate to specific investment projects and purchases,
undertaken with a view to promoting export industries
and infrastructure. By comparison only a small amount
has been in the form of private investment. Now, how¬
ever foreign direct investment is being actively encouraged
by the Government. A Finnish development bank
the Industrialisation Fund has been formed, its
capital subscribed by the country's main credit institu¬
tions, by the International Finance Corporation and
other foreign financial institutions.

At the same time as she is encouraging the inflow of
development funds, Finland is providing money and
technical assistance for those countries which have more

difficult development problems. In 1961 Finland under¬
took development assistance for the first time with a
contribution of $950,000 to multilateral agencies. By
1967 such assistance has reached $4,140,000 and in 1968

appropriations were increased by almost 50 per cent.
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STATISTICS RELATING TO THE FINNISH ECONOMY IN 1967

NET
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PRIVATE CONSUMPTION EXPENSES
US S per capita
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and exchange rates
57.1

percentage of GIMP
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1,070

CURRENT GOVERNMENT EXPENDITURE ANDREVENUE (%ofGNP)
current expenditure 28,0

current revenue 36.5
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countries
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from rest of world
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1,528
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as percentage of GNP
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February 1969 issue of fhe

OECD Observer.
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REFUSAL TO SELL
OECD'S Committee of Experts on Restrictive Business Practices has examined from the
standpoint of competition policy the problems which arise in cases where suppliers refuse to
sell goods or to supply services to particular dealers or classes of dealers. This pracice has
been of increasing concern in recent years to the authorities of several Member countries
responsible for enforcing laws on monopolies and restrictive business practices since it may
prevent free access to the market or disturb the free play ofcompetition, and may thus have
an unfavourable effect on the development ofmodern distribution structures.

This report, which is commented on in this article, describes the forms refusal to sell may
tafe, the circumstances in which it arises and the legal remedies adopted by OECD Member
countries to deal with harmful cases. By describing in particular the legal provisions on
refusal to sell and the methods of enforcement in Member countries the report aims at
helping countries contemplating specific measures against refusal to sell.

Refusal to Sell and Competition

It is generally accepted that competitive conditions
in a modern industrial state are imperfect. Prices are
not determined solely by the free play of supply and
demand but are strongly influenced by the number and
power of buyers and sellers and their market behaviour.

In such a situation refusal to sell is of more significance
than it could be in a perfect market where buyers
would have access to alternative sources of supply from
the many sellers of equal size selling identical products.

On the one hand, in imperfect or monopolistic mar¬
kets, if there are no substitute products available sup¬
pliers may use their market power either individually or
collectively to coerce certain dealers and this results

in various kinds of restraints of competition. In parti¬
cular, monopolies, market dominating enterprises and
cartels are able to exert pressure on dealers by threat¬
ening to withhold supplies unless they agree to observe
resale prices or recommended terms of sale. Since

these firms do not fear any significant competition
owing to the market structure or to the existence of

agreements between them, they are in the position to
indulge in a policy of refusing to sell. It follows that
refusal to sell or threatening to do so is frequently
evidence of an abuse of market power by suppliers or,
if it is initiated by dealers, of a move to restrict compe¬
tition at the wholesale or retail distribution levels.

On the other hand, refusal to sell may be justified by
the method of distribution chosen by the supplier for his
product. Some goods, particularly those of technical
complexity or luxury, fashion and prestige goods, require
special professional knowledge on the part of the dealer,
an adequate after-sales services or a special setting for
their display. Such goods are often distributed by
dealers under an exclusive dealing agreement so that
dealers who have not obtained an exclusive franchise
are denied supplies.

Refusal to Sell and
the Commercial Policy ofSuppliers

Refusal to sell is often applied by the supplier to
carry out a systematic marketing policy designed to
limit the channels of distribution. With such a selective

sales system suppliers believe that they can achieve
maximum sales and compete most effectively with their
competitors, particularly in the field of durable consu¬
mer goods, by offering the goods to their chosen dealers
at constant quality, prices and terms of sale, whilst
ensuring that the end-consumer enjoys an advisory ser¬
vice and other sales services. In general five types of
restrictions of distribution can be distinguished which
are in practice frequently interrelated. These concern
the distribution level of the dealer, the class of dealer,
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the professional or financial suitability of the dealer,
the geographical area to be supplied, or the number
of dealers and the geographical area to be supplied. The
three last categories of restriction engaged in by suppliers
imply the existence of exclusive dealing agreements.
Exclusive dealing agreements originate principally in
the manufacturer's need to control his branded articles

at all stages of distribution down to the final consumer.
They become more and more important as tariff barriers
are reduced and regional markets extended, since the
supplier uses them as an integral part of his commercial
policy when penetrating into new markets mainly in
order to reduce distribution costs and to limit the risks

attendant upon entering new markets.

Among the arguments advanced to justify exclusive
dealing agreements it is often said that they generally
lead to an improvement in distribution because the
manufacturer is able to concentrate his activities relating

to the sale of his product in the hands of one or a few
dealers only. It is argued that a rationalised selling
system reduces manufacturers' distribution costs, enables
distributors to achieve a larger turnover and ensures
that consumers enjoy a reliable source of supply at a
lower price than would prevail without the cost savings
induced by exclusive dealing agreements. Further, it
is asserted that the distribution of highly complex pro¬
ducts necessitates specialist knowledge on the part of the
dealer so that a satisfactory after-sales service can be
provided and the necessary market research guaranteed.
Finally, it is often said that for small and medium enter¬
prises this kind of selling system is often the only means
to meet international competition.

Whilst some of these arguments carry great weight,
a number of disadvantages of exclusive dealing agree¬
ments and other forms of selective distribution have
been found in some anti-trust cases in Member countries

and considered as outweighing such benefits, especially
if they lead to unduly high prices or the creation of
closed markets. One of the main disadvantages is that

a supplier who has a network of exclusive dealers necess¬
arily discriminates between the dealers who are members
of the system and the outsiders. He may thus establish
artificial and unjustified preferences for certain classes
of dealers, so that new types of selling enterprises ope¬
rating with lower distribution costs such as co-operatives,
chainstores, supermarkets and mail order houses are
prevented from dealing in his goods to the ultimate
disadvantage of the consumer in terms of availability and
prices.

It has to be mentioned, however, that since selective
sales systems or exclusive dealing agreements relate usual¬
ly to branded articles which are frequently in competition
with substitute products, refusal to sell in such cases,
other things being equal, does not substantially restrain
competition.

Refusal to sell may also be applied by the supplier
as a device for influencing the dealer's resale prices
policy. Experience has demonstrated that refusal to
sell is the most persuasive means used by the supplier
to enforce prescribed resale prices. In this way the

supplier may circumvent the legal prohibition of indi¬
vidual or collective resale price maintenance, which
exists in many OECD Member countries (Canada, Den¬
mark, France, Germany, Ireland, Luxembourg, the
Netherlands, Norway, Sweden, the United Kingdom
and the United States) by withholding supplies from a
distributor who is reselling his goods at a lower price
than the supplier thinks reasonable. Furthermore, even
if " prescribed " resale prices are prohibited by law, a
supplier may issue " recommended '' resale prices.
For the supplier this has the disadvantage that he cannot
count upon it being followed and, in order to ensure
that a recommendation is observed, he may exert pres¬
sure on distributors who are not inclined to comply

with it. This pressure may take the form of granting
more favourable terms of delivery to buyers who follow
the recommendation or the supplier may decide simply
to withhold supplies from distributors who arc not dis¬
posed to carry out the recommendation. In effect, a
powerful threat of refusal to sell in order to enforce
recommended prices may completely destroy the dis¬
tributor's freedom to set his own prices so that the latter
is subject to the same restriction as he would be if
the supplier imposed resale price maintenance.

A supplier may not only refuse to sell in order to
defend his own interests but in certain cases also in

response to an initiative of other distributors. In these
instances refusal to sell is often caused by the pressure
of certain dealers on the supplier to keep the circle of
dealers small or to exclude a certain price cutting dealer
from the market. Cases are becoming increasingly
frequent in some Member countries of traditional
retailers and specialised shops threatening to discontinue
the distribution of a supplier's product if he delivers to
supermarkets, discount houses, chainstores, or other
non-traditional retailers. By applying this policy the tra¬
ditional dealer tries to hinder the appearance or deve¬
lopment of new forms of distribution which are frequently
economically more efficient than the more conservative
forms, since they operate largely on the basis of lower
labour costs and prices achieved through self-service
and other rationalisation methods. This type of refusal
to sell raises the problem whether the distributors, the
supplier or both should be held responsible for such a
refusal to sell. In some Member countries, there is a

legal prohibition against such action either by distrib¬
utors or suppliers.

Refusal to Sell
under the Restrictive Business Practices

haws ofMember Countries

The survey reveals that Member countries have
taken up a variety of legal positions with regard to
refusal to sell. However, the various measures have

been introduced by the different Member governments
to achieve generally the same economic aims, in parti-
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cular a modernisation of the structure of distribution
and price stability.

France and Spain are the only Member countries
which have adopted a general prohibition of refusal to
sell which implies that all forms of refusal to sell are

generally regarded as illegal, exceptions being provided
only in particular circumstances. France has now more
than twenty years' experience in this field whereas
Spain has only recently introduced a prohibition of
refusal to sell which in many respects resembles the
French legal attitude on the subject.

Other Member countries have adopted a less severe
attitude towards refusal to sell : either they prohibit
refusal to sell with regard to specific situations or they
apply the general provisions of their laws against res¬
trictive business practices.

The limitation of the prohibition of refusal to sell in
some countries to a few specific cases only or the absence
of specific provisions prohibiting refusal to sell in other
Member countries should not lead to the conclusion

that the Member countries concerned, in particular the
latter, are not aware of the significance of the problem
or that their legal means of combatting it are inadequate
or ineffective. In general they all recognise that refusal
to sell is an important method ofexerting economic power
whether it is employed in order to get round the legal
prohibition of resale price maintenance or as a particu¬
larly effective weapon in the hands of cartels and domi¬
nant enterprises. In reality the position varies considera¬
bly from one country to another. Some of those coun¬
tries particularly the Scandinavian countries, Ireland
and the United States regard refusal to sell as being
of great importance. The United States has had long
experience in the application of the anti-trust laws to
refusal to sell situations. There are numerous cases

dealing with the legality of concerted refusal to sell, of
refusal to sell by a monopoly and of refusal to sell in
order to enforce resale price maintenance. Norway
has also had for more than 40 years a legal basis for
intervening in cases of abuse of refusal to sell and
possesses an extensive case law in this field.

The effectiveness of measures applicable to refusal
to sell in the various Member countries is generally
dependent on the scope of restrictive business practices
legislation and on the way in which effect is given to
such legislation by the courts or by the administrative
authorities. Resort to a given method rather than
another does not lead to solutions as different as one
might be tempted to believe at first. In this context
it may appear rather astonishing that the enforcement
of the prohibition of refusal to sell as practised in France
may lead to similar results as the application of the
Norwegian restrictive business practices legislation
with a system of intervention in cases of abuse only.
In France, refusal to sell is forbidden in any from, regard¬
less of whether it emanates from an enterprise without
influence on the market or on the contrary from a group
of enterprises or from market dominating enterprises.
The general prohibition against refusal to sell, however,
admits a few exceptions which have been interpreted

by the Courts. Thus, little by little case law has been
built up which recognises, in certain instances, the
lawful nature of refusal to sell, e.g. the status of the
purchaser who may not have the necessary technical
qualifications, the nature of the prospective purchaser's
installation, or the nature of the product, etc. More¬
over, as regards procedure, it is possible in France, at
the stage of preliminary or of formal investigation, that
the case is not proceeded with if the supplier agrees to
effect deliveries as requested. This possibility tempers
the severity of the prohibition of refusal to sell.

In Norway, refusal to sell is not the subject of general
prohibition. The administrative authorities may, how¬
ever, prohibit refusal to sell in a given case when they
consider it as detrimental to the public interest or un¬
reasonable towards the purchaser. The authorities
take a more severe attitude towards a refusal to sell

practised by a dominant enterprise or a cartel than
towards refusal to sell practised by an individual enter¬
prise which is in effective competition with other enter¬
prises. Where a refusal to sell is regarded as detri¬
mental to the public interest or unreasonable to the other

party, an order by the administrative authorities puts
an end to it by forbidding the manufactuer or trader
concerned to refuse to sell to the other party.

The comparison between French and Norwegian
regulations of refusal to sell and of the way in which
they are applied shows that they have a certain number
of points in common, although at first sight the regula¬
tions would appear very different. Similar comparisons
could be made between other Member countries which

would confirm that, despite the quite different legal
standpoints, the results achieved in applying the various
restrictive business practices laws are often not funda¬
mentally different.

Common Legal Attitudes
to Refusal to Sell

A. Forms of Refusal to Sell which are generally
considered harmful

The study emphases that there are three forms of
refusal to sell which are prohibited or considered to be
inadmissible by the courts or administrative authorities

of most Member countries : refusal to sell for the purpose
of enforcing illegal resale prices, concerted refusal to
sell and refusal to sell on the part of a monopoly or
market dominating enterprise.

Refusal to Sell and Resale Priée Maintenance

As already noted a supplier may circumvent the pro¬
hibition of resale price maintenance by withholding
supplies from a price-cutting dealer. In order to make
such a prohibition effective, Member countries have
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found it necessary to take action against a supplier
refusing to deal with a distributor who resells the goods
at a lower price than that considered normal by the
supplier. Besides France and Spain who have intro¬
duced a general prohibition with regard to all forms of
refusal to sell, Germany, Canada, Japan, Luxembourg,
the Netherlands and the United Kingdom have a spe¬

cific prohibition of refusal to sell which aims at enforcing
unlawful resale price maintenance. The Scandinavian
countries can apply their restrictive business practices
legislation to refusal to sell intended to enforce unlawful
resale price maintenance (1) which is frequently consi¬
dered contrary to the public interest. In Ireland a
number of Orders have been issued under the Restrictive

Trade Practices Act prohibiting refusal to sell in specific
sectors, in particular where a supplier refuses delivery
of goods on account of the prices charged by a distri¬
butor. In the United States, a trader may refuse to

sell to anyone including those who do not resell at the
price recommended by the seller. In practice, however,
when the activity employed to maintain resale prices
includes other factors, e.g. joint discussions on prices,
the courts have in many instances found that what was
involved was not a unilateral refusal to sell but an

illegal combination in violation of Section 1 of the Sher¬
man Act which prohibits " every contract, combination...
or conspiracy in restraint of trade ".

Concerted Refusal to Sell

Concerted refusal to sell implies the existence of an
agreement, the parties to which undertake not to have
trading relations with a certain enterprise or category
of enterprise. Such a practice generally leads to the
application of the legal provisions against cartels or
boycotts, with the exception of France and Spain,
which have prohibited refusal to sell in any form.
Switzerland has a special provision against boycotts
in its restrictive business practices legislation and the
United States, Canada, Japan, Germany and, to some
extent, the United Kingdom, all possess legislation
based in varying degrees on the principle of prohibition
of restrictive agreements, and ipso facto, prohibit
concerted refusal to sell. With regard to other Mem¬
ber countries, their cartel legislation is confined to the
control of abuses resulting from cartel arrangements.

Refusal to Sell by a Monopoly or an Enterprise
having a dominating position on the market

This form of refusal to sell may have rather serious

consequences from the economic point of view, since
the distributor at whom it is aimed has generally no
other source of supplies available. Therefore most
Member countries apply their restrictive business prac¬
tices legislation to refusal to sell on the part of a mono¬
poly or a market dominating enterprise.

In France and Spain this type of refusal to sell falls
within the scope of the general prohibition of refusal

to sell. In the United States, Section 2 of the Sherman

Act has been interpreted as prohibiting refusal to sell
used in furtherance of a purpose to monopolise any part
of trade or commerce and in Japan the position is some¬
what analogous in that if an enterprise practises refusal
to sell with the intent to increase its market power, such

refusal is generally regarded as unjustified. In Germany,
the Act against Restraints of Competition prevents
market dominating enterprises from discriminating
against buyers. Finally, in most other Member coun¬
tries refusal to sell on the part of a market dominating
enterprise or monopoly may give rise to the application of
general provisions against the abuse of market power.

B. Generally accepted Grounds for Refusal to Sell

The report points out that Member countries share
similar views on the circumstances or conditions under
which refusal to sell is considered to be acceptable. Such
circumstances are generally determined by commercial
usage or by the business usage habits of the supplier or
would-be purchaser. Commercial usage means the body of
rules generally observed by traders which are taken into
consideration by the courts or administrative agencies.
Thus if the usage in a given industry is to carry emergency
stocks, a supplier cannot be required to delve into his
stock in order to effect deliveries. The supplier's
business habits, on the other hand, are rules which the

supplier applies of his own volition within his enterprise.
These business habits may concern the nature or the
quantity of goods. As to the business habits of the
would-be dealer, these also play an important part in
connection with refusal to sell, especially in regard to the
nature and quantity of the product ordered. They
correspond to the needs of the dealer's business, which
have to be evaluated differently according to whether
the dealer is a department store or a local grocer.

Furthermore, it is generally granted that the manu¬
facturer may refuse to sell goods which require special
professional qualifications to non-qualified dealers.
In practice, products of this nature are often distributed
by exclusive dealers.

Refusal to sell may also be considered admissible
when it is occasioned by certain circumstances which
cast doubt on the dealer's good faith or creditworthiness.

Finally, it is generally accepted that a supplier is
justified in refusing to supply a dealer who resells his
goods at uneconomic prices or at a loss in order to
attract customers. Most countries' laws contain spe¬

cific provisions authorising a supplier to refuse to sell
in the case of loss leader selling.

(1) In Norway, however, a special Decree prohibiting
resale price maintenance also specifically prohibits refusal
of business dealings employed in order to induce dealers
to observe resale prices. This provision has however
not vet been invoked.

30



THE USE OF "GAMING"

AS A TECHNIQUE FOR TRAINING

EDUCATIONAL PLANNERS

The growing number of students and of educational institutions, and the increasing concern of govern¬

ments with education's contributions to and demands on the economy as a whole, make it imperative
for planners to be able to think in terms of complex systems, their inter-relations and the feedback mecha¬

nisms involved in any decision. One technique intended to give the "feel" for this kind of thinking
computerised gaming has been tried experimentally by OECD in a series of meetings for experienced

educational planners and administrators from the ministries of Member governments. In the following
article Dr. Abdul Khan of OECD's Scientific Affairs Directorate and Dr. Paul Levasseur, Consultant, who

designed this innovative educational "game", describe the experiment.

Anew method of training has recently emerged in

a number of disciplines including military,
business and international relations which uses compe¬

titive gaming as one means for learning the art of decision
making. A " game " in this sense is a contrived competi¬

tive situation which allows players to make sequential

time-phased decisions within a simulated environment.

Decisions taken by one player influence those of the other,
either directly or through the visible effects on the environ¬
ment which is structured into a model. Used in a teaching
situation this device permits trainees to be cast in well

defined role-playing situations and thus to enhance their
appreciation of the future outcomes of decisions taken.

By far the greatest emphasis in the gaming of human
behaviour has been on training, even though the designers
have sometimes found these devices useful for research.

Games, as social science counterparts of physical science
laboratories, have provided great temptation to researchers
eager to list numerous hypotheses of human behaviour

suggested by the playing of the games. But claims for
the experimental role of games are still subject to serious

controversy.

Principles of Gaming

Whether we are examining problems of military strategy,
of conflicting business interests or struggle among depart¬
ments of an administrative organisation for a more favour¬

able budgetary allocation, there is an underlying competi¬
tive human behaviour. We can observe these empirical
phenomena historically and (much less readily) during
their current operation. Decision-making in the real
world environment of such phenomena can hardly be
replicated in full for closer examination or experimentation.
The next best thing to do is to select certain elements of the
real world and design a contrived situation in which the

players make decisions based on values, judgments and
preferences. The implications of the decisions can be
examined by means of a mathematical model of the real-
world environment.

Such a model describes in quantitative terms the rela

tionship among pre-selected variables, some of which are

subject to the control of decision-makers. When deci¬

sions are made, they can be fed into an electronic computer
which has a programmed algorithm for providing solutions
to the mathematical model. The solutions constitute

the outcome of the game. The set of outcomes are of

course determined by (a) the nature of the decisions made,
and (b) the organisational design for their interaction.

The game was designed with three purposes in mind :
(a) the presentation of a computable model which could

be used by educational and national planning authorities;

(b) the exposition of certain basic concepts and quantita¬
tive techniques in educational-manpower plan formul¬
ation ;

FLOWS IN THE EDUCATION MODEL

New Entrants Inter-Educational

Flows

EDUCATIONAL

SYSTEM

Qualified

Labour

Goods and

Services-

Manpower

(Teachers, etc.)

Unavailable
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(c) the simulation of the process of interaction which
takes place explicitly or implicitly between different depart¬
ments and functions of a national administration.

First let us highlight only one of these models in detail
before giving an overall view. The education model
views the system as both a user of manpower and a supplier
of manpower, as well as a user of goods and services. In
this sense, the educational system has certain requirements

(inputs) which must be satisfied, but also makes available
certain outputs in the form of qualified manpower. The
magnitudes of the various requirements and availabilities

during a plan period will depend upon the dynamics of the
system over time; that is, the various flows of students

into, within and out of the educational system during the
plan period. The chart below provides an overall picture
of the flows, and the way in which they interact in the
education model.

This chart is a very simplified representation of the edu¬
cation model, since each of the flows shown is disag¬

gregated within the model itself. In the education model,

the flow of new entrants into the educational system

consists of the young pupils entering the first grade of

HOW THE GAME

IS PLAYED :
STEPS EDUCATIONAL PLANNING TEAM

Separate Plans

are Drawn Up

1

2

3

4

5

Estimates of the flow of students by level and grade are made at
the start.

Team preferences provide planned changes in the rates of
student flows from one level to another.

Computer is used to generate student enrolment in the target |
year based on an educational flow model.

On the basis of computed enrolments two types of requirement
are estimated: (1 ) Manpower(teachers)(2) Goods and services
(school-buildings and supplies).

The output of qualified people is computed. These qualif
cations result from the team's preferred rates of student flow.

Plans are Compared

6

7

8

Meeting together an appointed leader of each team presents itsl
requirements. Similarly the manpower team informs the edu(
fulfilling its economic plan.	

A pairwise comparison is made to identify the inconsistencies
lysed for consistency with the manpower teams need for each

At this point a stalemate is inevitable since the preferences of

cedure for revising their plans.

Plans are Revised

9

10

11

12

A new plan incorporating revised rates of student flows is for¬

mulated to bring the educational outputs in line with the labou -
force requirements.

The computer results showing the new requirements for man¬
power and goods and services are transmitted to the two other
teams.

Teams Agree on an
Overall Integrated

Plan

13

14

15

In a joint session all the computer results of the revised plans!
into focus. For instance, do the revised plans show a reduction!

A step-wise process of competitive bargaining, recomputation,
overall integrated plan for education, manpower and the econcrJ

All teams' members discuss and evaluate the procedures andl
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compulsory education, the magnitude of which will
depend upon births over time. The inter-educational

flows represent the flows of students from grade to grade
within a branch as well as between branches. The model

considers 25 different branches and grades. The outputs
of the school system are the qualified labour produced by
the system, 8 different qualifications being distinguished.
Those students who leave education but become un¬

available for the labour force due to voluntary non-
participation are also represented by a flow. The effects
of these flows are seen through the impacts they have upon
the growth (or decline) of the enrolments in different

branches of education over time. Seven different branches
are distinguished in the model.

The amount of goods and services, as well as manpower
required as inputs to education depends upon the enrol¬
ment levels and their evolution over time. In the game,
23 types of goods and services are distinguished and
manpower is differentiated according to 20 occupational
categories.

Although the education model must determine the

economic and manpower requirements for education, the
availabilities of economic and labour resources fall within

MANPOWER PLANNING TEAM ECONOMIC PLANNING TEAM

°opulation projections together with labour force participation
ates are used to estimate target year labour supply.	

\ "socially" permissible unemployment rate is postulated.

The labour demand is then made consistent with labour supply
after choosing from among alternative productivity trends
hrough a number of computer trials.

"arget year occupational patterns are estimated allowing for
jrcupational shifts and withdrawals.

"he computer is then used to generate the number of people by
qualification that need to enter the labour force during the plan
lenod.

A simple model of economic relationships is used to determine
national income variables.

__j

Based on preferred rates of growth a final bill of goods is
estimated for the target year.

Using a computerised input-output model total production
levels are determined.

The manpower requirements for the economy are estimated based|
upon sectoral production levels.

The team then decides upon the level of educational expenditure
as part of its economic plan.

an in terms of a set of requirements to meet its targets. The education team announces its manpower and goods and service
ion team of its labour force needs by qualification. Finally the economic team submits the manpower requirements for

>etween plans drawn up separately. For example, the output of qualifications supplied by the education team's plan are ana
uaiification.

ach team have been established in isolation. In order to break the impasse the teams must bargain and agree upon a pro

he manpower required by the educational and economic plans
re used to calculate the corresponding qualifications needed.

The economic planners revise their plan in accordance with goods
and services required by the educational planners. Accord¬
ingly revised manpower requirements for the economy are
computed.

e displayed. In this way the interrelationships among the plans are visualised,
the disparity between educational outputs and labour force requirements?

The remaining inconsistencies are brought

id further analysis among all teams is carried out. This is an attempt at formulating a mutually consistent and agreed upon
"""his exercise shows the need for continuous interaction among the teams for eliminating disparities between different plans.

ohlems which they confronted in arriving at a final plan.
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the domain of the economic and manpower planning

teams. It is for this reason that we regard education as

only one portion of a much larger system.

There are separate models for manpower and the econo¬
my which will not be described here. Let us look at
interactions of the three models (see chart 1).

There are two kinds of flows which take place within
and between the three models used. These are :

(1 ) flows of goods and services,
(2) flows of humans.

The intra-education flow of humans represents the pro¬

gress of students from one branch and grade of education
to another. Another flow of humans within the man¬

power system represents the changes of individuals from
one occupation to another. Within the economic (inter¬
industry) system there is a flow between industries of goods
and services used for intermediate and capital purposes.

Humans flow from the educational sector to the man¬

power sector to provide additions to the labour force.
Humans also flow from the manpower sector to the educa

tional sector to provide the teachers and other manpower
requirements for education. Humans flow from the man¬
power sector to the economic sector to provide labour
required for production purposes. Goods and services
flow from the economic sector to the educational sector to

provide the current and capital requirements for education.

In addition, there is a flow of humans from the man¬

power sector to the inactive population, due to retirement,
unavailability, etc.

Results of the Experience

What lessons are to be learned from the development

and operation of the game described above? We can
start by examining to what extent the design of the game
corresponds to the real world environment. Illustrative
French data were used as a hypothetical case history.

These data provided the numerical basis for mathematical
models representing education, manpower and the econo¬
my. There was no attempt at constructing models which
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game

The manpower team in OECD's educational planning
examines the implications of a policy decision which has just been fed into a time-sharing computer.

could be used directly for French planning purposes. It
was found that, had actual country data not been used, it
would not have been possible to create a sufficiently
realistic environmental situation in which decisions were

to be made.

The development and operation phases must be dis¬
tinguished in evaluating the costs and benefits of the
Education -Manpower Planning Game. During the develop¬
ment phase a great deal of research effort was expended.
In addition extensive rehearsals and " dry-runs " had to be

made using the computer before the game was opera¬
tional. Various alternative designs had to be tested. A
number of specially designed computer programmes had
to be written. A comprehensive set of training material
had to be prepared for use by the players of the game. All
this, of course, involved considerable effort and costs. On

the other hand, the operation of the game, as compared to

the development, is relatively inexpensive. The primary
costs are those of the computer time used by the players
and the time of the teaching staff.

There were a number of benefits realised in the develop¬
ment of the game. Designing a game forces one to take
a systematic look at the entire socio-economic system of

a given country involving collection, standardisation and
processing of information. Furthermore the exercise

resulted in development of a computable model which

incorporates the strategic relations empirically observed
and adds to our stock of knowledge in this field.

It was during the operation phase that the major benefits
of having invested time and effort in the construction of
the game were realised. These benefits multiply each time
the game is repeated for different players. Normally,
experience in decision-making is obtained through a
lengthy period of trial and error in actual situations. Here
the costs of errors may far outweigh the learning benefits of
the empirical experience. On the other hand, the simulat¬

ed situation of the game allows decision-makers frequently
to repeat their actions during a telescoped time. The
benefit of such an intensive procedure is to study the
impact of alternative decisions more or less immediately

in order to introduce corrective measures without any
costs involved in making errors.

For real-life decision-making these benefits were found
to be somewhat limited. This was because of the use

of a single simulated environment for planners from many
different countries. It would be interesting to compare
this experience with a game based entirely on one country
and using planners of that country to play out their re¬
spective roles within the simulated environment. This is

indeed possible because the game can be readily adapted
for individual country applications. This feature of
portability appears to be the principal benefit to be derived
from the total effort.
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FIFTY YEARS

OF THE

INTERNATIONAL

LABOUR

ORGANISATION

Co-operation on a world-wide scale

Co-operation between the International Labour Organisation and OECD
provides an example of links between the work of a world-wide Organisation
of 1 19 members, and a more restricted and homogeneous grouping such
as OECD, with its 22 Member countries.

This co-operation began in 1948, soon after the setting up of the Organisa¬
tion for European Economic Co-operation, predecessor of OECD; it was
principally concerned with the participation of ILO Delegates in the OEEC
Manpower Committee's meetings, but ILO was also invited to send
representatives to meetings of other component bodies of OEEC.

On the formation of OECD in 1961 , it was decided by the two Organisa¬
tions that this co-operation should continue.

OECD and ILO. despite the
differences in their member¬

ship and general objectives
and methods of work, in fact have a
number of features in common.

ILO, as a specialised Agency of the
United Nations co-operates in the
maintenance of international peace
and security, remaining outside pol¬
itical controversy between nations
or groups of nations, as does OECD;
it is at the disposal of all its member
nations in co-operating with them
to implement the world standards it
has evolved (see below).

OECD considers that economic

strength and prosperity are essential
for the attainment of the purposes of
the United Nations, the preservation
of individual liberty and the increase
of general well-being: among its aims
are the achievement of the highest sus¬
tainable economic growth and employ¬
ment and a rising standard of living
in Member countries, while maintain¬

ing financial stability; and contribut¬
ing through sound economic expan

sion to the development of both
Member and non-member countries

in the process of development.

Tn order to avoid unnecessary dup¬
lication and overlapping, to facilitate
concentration of efforts in securing the
most effective use of the resources

available, and to share experience ac¬
quired as a result of operational acti¬
vities in the developing countries, the
two Organisations put into operation
a programme of

mutual consultation;

reciprocal representation at certain
meetings;

co-ordination of meetings of tech¬
nical experts;

extension by ILO of appropriate
technical services when required for
OECD purposes;

action by ILO as Executing Agent
in respect of certain operational acti¬
vities undertaken by OECD; in this
case OECD may advance the necessary
funds or reimburse expenditure;

exchange of information and docu

ments of common interest to both Or¬

ganisations;
co-operation between the ILO with

any European specialised authorities
working under the auspices of OECD.

These arrangements for co-opera¬
tion have remained in force, with

empirical adjustment of details, until
the present time.

What is the ILO ?

ILO this year celebrates its fiftieth
year of existence. This in itself is an
indication of the value of its work.

It is one of the few remaining bodies
which can trace a relationship with
the old League of Nations, having
been set up in 1919 as part of the
World War I peace settlement. The
Commission on International Legis¬
lation set up by the Paris Peace Con¬
ference took the unprecedented step
of including not only government
representatives but also spokesmen for
management and labour. This practice
continues in the present set-up (see
diagram).

The League of Nations was for¬
mally dissolved after World War II,
but ILO survived to become the first

specialised agency to join the United
Nations " family ". It took as its
motto " Poverty anywhere constitutes a
danger to prosperity everywhere ".

ILO has a three-pronged approach
to its work of international co-opera¬
tion in advancing the development of
working people everywhere :

international standard setting in the
field of living and working conditions;

technical co-operation;
research and publication.

Each year the International Labour
Conference meets in Geneva to dis¬

cuss pressing international labour and
social problems, and to set interna¬
tional labour standards. The Govern¬

ing Body, which includes govern¬
ment, employer and worker members,
meets normally three times a year to
discuss and guide the work of the
Organisation, which is implemented
by a 2000-strong international staff,
known as the International Labour

Office. ILO has also a number of

Branch Offices and Field Offices

distributed throughout the world.

The International

Labour Code

The securing of fundamental hu¬
man liberties calls for the building up

I
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I
INTERNATIONAL LABOUR ORGANISATION

EACH MEMBER GOVERNMENT

sends 4 Delegates:
2 Government

1 Employer
1 Worker

to the annual

I
INTERNATIONAL LABOUR CONFERENCE

which examines social problems and
adopts Conventions

and Recommendations

for submission to Governments

Electoral Colleges of the Conference elect the

I

I
GOVERNING BOD

24 Governments

12 Employers
12 Workers

which supervises the work of the

I
I

INTERNATIONAL LABOUR OFFICE

Research

Investigations
Technical Co-operation

Publications

INTERNATIONAL CENTRE

FOR ADVANCED TECHNICAL

AND VOCATIONAL TRAINING

TURIN

INTERNATIONAL INSTITUTE

FOR LABOUR STUDIES

GENEVA

of a comprehensive law and practice
to be applied by member nations.
This is the main task of ILO; and under

the generic name of the International
Labour Code it has now succeeded in

reaching 128 Conventions and 132
Recommendations.

A group of Conventions specific¬
ally aimed at protecting certain basic
human rights covers four broad areas :

Freedom from Forced Labour: Con¬

vention on Forced Labour (1930);
Abolition of Forced Labour Conven¬

tion (1957);

Freedom of Association: Right of
Association of Agricultural Workers
Convention (1921); Freedom of Asso¬

ciation and Right to Organise Con¬
vention (1948); Right to Organise
and Collective Bargaining Convention

(1949);

Freedom from Discrimination: Con¬

vention on Discrimination in Respect of
Employment and Occupation (1958);
Equal Remuneration Convention
(equal pay for work of equal value -
1951);

Full Employment : Employment
Policy Convention (1964); Employ¬
ment Service Convention (1948).

Other Conventions and Recom¬

mendations deal with a wide range of
problems affecting the health, security
and opportunities of workers in all
parts of the world; examples are
child labour, working conditions of
women, safety regulations for the hand¬
ling of poisonous materials and dan¬
gerous machinery, and studies of the
effects of automation. Machinery
exists for ensuring that member na¬
tions observe the regulations to which
they are party.

Technical Co-operation

This is a major and expanding
aspect of ILO's work. The biggest
growth has been in the Special Fund
Sector of the United Nations Develop¬
ment Programme : well over one hun¬
dred projects, involving billions of dol¬
lars in allocations and government
counterpart funds, have been allocated
to ILO.

Technical co-operation is chiefly
involved in human resources develop¬
ment, including vocational training;
development of social institutions, man¬
agement development, small-scale in¬
dustries; manpower planning; rural
development and conditions of work
and life. (continued on page 38)
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Other ILO Activities

Since 1960, ILO has set up two
bodies in connection with its general
activities.

The International Institute for La¬

bour Studies, set up in 1 960, is located
in Geneva and is an advanced educa¬

tional and research institution in social

and labour policy. The Institute holds
international and regional study courses

and brings together representatives of
employers' organisations, management,
workers' and government circles.

The International Centre for Ad¬
vanced Technical and Vocational

Training was established in Turin in
1965. It provides advanced technical
and vocational training for persons
considered suitable for such training
and for whom the necessary facilities
are not available in their own coun¬

tries or regions.

SOME EXAMPLES

OF OECD-ILO CO-OPERATION

In general, co-operation between
the two Organisations takes a

variety of lorms : documentation,

participation in meetings, provision
of consultants, and consultations

between the international staffs.

As examples of the fruitful colla¬

boration that has grown up over

the years, the following may be
cited :

9 From its first beginnings, OEEC
had recourse to ILO assistance

with regard to improvement of

manpower statistics and the orga¬
nisation of an effective employ¬

ment service in its Member coun¬

tries.

In 1958, an ILO consultant

carried out on behalf of the OEEC

European Productivity Agency and

the Manpower Committee a sur¬

vey of the operational problems

arising from offers of and demand

for employment on an international

scale. This study was followed

up by other activities involved in
training methods for placement
staff : and a contract was drawn up

for an investigation to be carried

out in Germany by two ILO offi¬

cials, into the possibility of setting

up pilot placement offices in a num¬
ber of Member countries. Other

ILO consultants took part in stu¬

dies on employment forecasting

and in research on the selection

and training of foremen.

ILO has frequently been invited

to provide speakers for joint inter

national conferences : such as that

dealing with techniques and atti¬

tudes regarding communication and

consultation between employers

and workers at the level of the

enterprise; the preparation of in¬

structors for industrial training;

and a meeting of sociologists on
automation in offices.

OECD also took part in setting

up and operating the International

Vocational Training Information

and Research Centre a special
section of the ILO which it

entrusted with the task of conduct¬

ing surveys in its Member count¬
ries.

More recently, the OECD Man¬

power and Social Affairs Direc¬
torate held joint discussions with

IL 0 on the preparation of a ques¬
tionnaire on women's work time¬

tables and employment. All Mem¬

ber countries replied to this ques¬

tionnaire, and the result has been

publication of a report on workers

with family responsibilities.

For its part, ILO has been

enabled to take advantage of

OEEC I OECD studies on human

factors and security; adaptation of

work to the worker; human rela¬

tions; the employment of women

and in a more general way apply¬

ing the concept " of an active man¬

power policy" ; these studies have
been taken into account in orient¬

ing its own activities.

CO-OPEF
ESSENTIAL 1
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Electricity generation in the CECI
tion to supply the economy wit
plant of increasingly high capacit)
tion of their markets is a growin

poses acute problems of organisatio
could be remedied at least partial

tricity supply industry. This is 01.

published by OECD.

Nuclear energy will account
for 1 0 per cent of the total
capacity of the thermal
power stations to be built

in the European OECD countries
between 1968 and 1971. By about

the end of 1 971 , 4 per cent of the total

generating capacity in these countries
will be in the form of nuclear stations,

which will cover 6 per cent of the total
load. In most cases, the nuclear units

coming into service will have a gener¬
ating capacity equal to that of the
biggest conventional units built during
the same period.

These figures for the equipment to
be installed in nuclear power stations
in the OECD European area as a whole
have been compiled by the OECD
experts on the basis of the electricity
supply industry's present investment
programmes. In the United King¬
dom, the first of a series of 660- M We

advanced gas-cooled reactors (AGR)
will be commissioned. In France, an

improved version of the EDF 3 reactor
with an output calculated at 530-MWe
will come into operation. In Sweden,
a 420- MWe boiling-water reactor

the biggest in Europe will be put
into service. In Spain, a 470-MWe
pressurised-water reactor will begin
to operate, and will be the largest of its
kind in Europe. Switzerland, too,
will have a pressurised-water reactor

(350 MWe) and a boiling-water
reactor (306 MWe). One of the
most advanced reactors due to be,

commissioned is the heavy-water |
reactor at Marviken, Sweden, with an

I
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ATION :

) PROGRESS IN EUROPEAN PRODUCTION
JIPMENT FOR POWER STATIONS

countries increased by 104 per cent between 1956 and 1966. To maintain this pace, and to be in a posi-
:heap power that is nonetheless produced on a sound economic basis, the electricity supply industry must use
In this race to progress, the European producers of heavy equipment for power stations find that fragmenta-

which prevents them from deriving full commercial benefit from their technical know-how and
nd profitability. Until there is a single market open to all the European OECD countries, this situation
y closer technical co-operation among the manufacturers themselves and between them and the e/ec-

' the conclusions of the report on the twenty-first survey of heavy equipment for power stations, recently

I
output that will finally be as high as

1 200 MWe.

During this four-year period several
loactors with an output of 700 to

|800 MWe per unit will be ordered and
Ibuilt in Belgium, Germany, Italy and
lSweden. (No conventional unit of
[similar capacity has as yet been
[announced in any of the European
|countries of OECD.)

In Canada total installed capacity
.ill increase from 33,000 MW to

13,750 MW between 1968 and 1971,
c\nd nuclear power will account for
12 per cent of this increase.

In the United States generating
capacity will increase during the same
period from 278,500 MW to 382,000

MW. Nuclear power will account

for 21 per cent of the new capacity
installed; 31 nuclear units with an

average capacity of 700 MW have
been ordered.

Generating capacity in Japan will
increase from 50,000 MW to nearly
65,000 MW. Nuclear power will
account for 8 per cent of the increase,

land by the end of the period will
represent 2 per cent of the country's
total generating capacity.

In outlining the prospects with

jregard to the manufacture of heavy
[equipment for power stations, both
lconventional and nuclear, and the

( trends in that industry, the
)ECD experts highlight a number of

lacts.

The present structure of the market

for heavy equipment for power sta¬
tions is an obstacle to technical

development under economic condi¬

tions in Europe and Japan. The
European market is in practice twenty
separate markets. The demand from

numerous export markets is sporadic
and diverse, ranging from very power¬
ful units of highly advanced design for
delivery to industrialised countries to

rugged equipment for smaller power
stations in developing countries. Com¬
petition in these markets is very keen
and, in developing countries espe¬
cially, factors other than technical or

commercial competence, or quality
and price, often spell success or failure
for the manufacturer in his bid for

markets.

All this, as the experts note, means
that the thermal equipment manufac¬
tured in Europe and Japan is on aver¬
age of distinctly smaller capacity than
that produced by American manufac¬
turers, who are much fewer in number

and supply a market which is not only
larger but much more uniform. The

competence of the European and
Japanese manufacturers is not in

question; they are able to build, and
do in fact build, equipment just as
powerful and sophisticated as their
American counterparts. Indeed tech¬

nological competiton is very keen
and if one country, or more specifi¬
cally one manufacturer, takes the

lead, the others will do everything to
take over that lead.

The best evidence of this equality
of technological and manufacturing

know-how, as the experts point out,
is the fact that North American utility
companies have in the past few years
been placing orders with European
and Japanese manufacturers for

highly advanced equipment.

But the European and Japanese
manufacturers receive very few orders
from domestic customers for such

powerful units (and even fewer orders
for several identical such units). The
considerable cost of R and D and

investment, coupled with the addition¬
al working capital required to produce
equipment of highly advanced design,
is a heavy burden. Yet if they do not
wish to fall behind and lose touch

with technical progress or markets,
European and Japanese manufactu¬
rers are obliged to undertake this

expenditure even though it can only
be spread over a small number of
orders which first have to be won in

the face of fierce competition, which
means highly competitive prices. The
American manufacturers are in a better

position, especially since the electrical
power utilities in North America are so

large and financially strong that they
can often install simultaneously sever¬
al identical units, which they order
long in advance.

The long-term effects of these
differences in market structure are

discernible in the trends in orders now

being filled for high-capacity nuclear
equipment, which alone can make

nuclear power generation an econo¬
mic proposition.
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PRODUCTION OF HEAVY EQUIPMENT FOR POWER STATIONS
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AVERAGE UNIT CAPACITY OF EQUIPMENT (1967 AND 1968)

Type of Equipment Unit

Deliveries by

OECD - EUROPE to

of which

Generators for steam

turbines (> 10 MW)

Steam turbines

(> 10 MW)

Boilers

(Eur. > 35 kg/cm2)
(U.S.,JAPAN > 31,6
cm2)

Nuclear Power reactors

(> 50 MWe)

Gas turbines (1 )

Generators for

water turbines

> 10 MW

Hydraulic turbines
> 10 MW

Power

transformers

> 1 0 MVA

kg/

No

MW

No

MW

No

103

T/hr

No

NWe

No

MW

No

MW

No

MW

No

MVA

All OECD Other

markets Europe OECD

342

131

341

127

308

359

8

283

164

17

263

50

273

55

4,134

57

215

161

221

153

242

391

8

283

55

18

180

51

197

53

3,381

56

21

138

16

83

1

385

15

14

3

108

12

95

100

151

Non-

Member

countries

The USA to

106

69

104

79

65

238

94

16

80

46

64

52

653

50

USA

153

275

153

275

264

541

6

398

255

23

62

82

49

87

3,448

69

Japan to

All Total

Exports markets Japan Exports

(1) US : generators^ 4 MW; Europe and Japan : Turbines 5 MW.

Recent Trends in OECD Countries

In value terms, the production in the OECD

countries of equipment for electricity generation
and distribution exceeded S 25 billion in 1968.

Deliveries of heavy equipment for power stations,

10 per cent up on 1967, are estimated to have come
to nearly 65,000 MW, a figure which corresponds
roughly to the total capacity of all the stations at
present in service in Germany and Italy combined.

Moreover, in 1967 there was an increase in the

overall production of heavy equipment in the three
OECD areas (North America, Europe and Japan),

a/though the rate of increase was not the same
everywhere; generally speaking this trend was
the most marked in the United States and the least

so in the European countries. But trends also
differ according to the type of equipment. In most
of the countries, however, the downward trends

noted for some categories of equipment (such as
in the case of alternators for thermal stations in

Japan, boilers and nuclear reactors in Europe and
hydro turbines in the United States) were more
than offset by the upward trend in other categories.

Europe's total output of power
reactors prior to 1968 was more than
twice that of North America. But

today the order books of American
manufacturers are seven times as

large as those of their European
counterparts, which means that by

1970 the output of nuclear reactors in
America will probably be as much as
three times that in Europe. The
orders placed as of now with manu

facturers on the other side of the

Atlantic already indicate that this
rapid rate of expansion will continue.

At present the manufacturers of the
OECD countries have orders for

nuclear plant with a unit capacity
exceeding 600 MW and conventional
thermal units of over 1,300 MW

(three such units would be sufficient
to supply electricity to the entire Paris

region with its tens of thousands of

factories and workshops and a popu¬

lation of nearly 10 million). Further¬
more, a new generation of thermal

units attaining 2,000 MW is already

on the drawing board, and in the
1980's conventional units are expect¬
ed to go up to 3,000 MW.

In view of this trend, which is

governed by the need to achieve
optimum efficiency, the makers who
must plan far ahead clearly have to
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seek every possible means of reducing
the considerable burden of R and D

costs and investment and of limiting
fluctuations in utilisation of their own

production capacity. The difficulties
facing manufacturers could be eased

to some extent at least by closer

technical co-operatim with the elec¬
tricity undertaking and between the
manufacturers themselves; and the

present wave of mergers and the new

forms that technical co-operation is

taking, in the United Kingdom, Swit¬
zerland and Germany, for example,

give some indication of the industry's
efforts to adapt to this situation. In

the long term, however, the particular
problems of the European manufact¬
urers cannot be finally resolved, the
experts say, until there is a single free

market embracing all the European
OECD countries.

Governments are giving special

attention to the industry, not only
because of its size and its importance
for overall industrial and economic

development, but also because of

factors such as interests of govern¬
ments or local authorities in electric

power companies, the considerable

amount of capital needed to finance
investment in heavy equipment or

government aid in financing exports
of this equipment to developing
countries. Furthermore, this industry

is highly sensitive to changes in a
country's economic policy.

A rational solution of the major
problems associated with the indus¬

try's adjustment thus depends to a

large degree on the direct action
which governments take at national,
and even international level, such as :

legislation concerning inter-firm co¬
operation ;

the attitude of governments towards
the different forms of co-operation
between domestic and foreign firms;

policy as to aid for developing
countries;

® elimination of non-tariff obstacles

to trade (such as those resulting from
technical and administrative regulat¬

ions, and discrimination against im¬
ports in government procurement) ;
and

m measures facilitating the rational
utilisation of large electricity generat¬
ing units without heed to national
frontiers. On this last point, it should

be noted that OECD has already
recommended the negotiation of mu¬

tual assistance contracts concerning
large thermal generating units and the
liberalisation of long-term power

exchange between European OECD
countries.

NEW OECD PUBLICATIONS
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