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INDUSTRIAL AND
TECHNOLOGICAL POLICIES IN
POSTWAR WESTERN EUROPE*

Colin Aislabie

The structuralist thinking that generates industry and technology policies
does not arise in a vacuum since all economic policies have structuralist
implications. As economic policies change over time, so do the
structuralist implications that can be drawn from them. An examination
of specific major postwar Western European economic policies reveals
that they do tend to influence the nature of industry and technology
policies. But these industry and technology policies do not provide simple
recipes for changing the industrial mix so that it is relevant to
contemporary economic policy goals.

Keywords: Industry policy, technology policy, Western Europe, economic
policy, economic structure, industry ranking, economic planning

INTRODUCTION

Implicit in many discussions of industry and technology policies is the
idea that there is a preferred ranking of industries. Industries that
export, industries that produce, or are heavy users of, advanced
technology, industries with improving productivity, the education
‘industry’, industries that are labour-intensive and industries
composed primarily of new, small firms are but some of the kinds of
industries it is said that public policy should encourage.

Although governments may have preferred rankings of industries, it
would be a mistake to view industry and technology policies as being
solely, or even primarily, concerned with the value placed upon
individual industries considered in isolation.! It is true that policies
that benefit particular industries are frequently advocated, and
defended, on microeconomic grounds. Nevertheless, these policies
would have attracted little public support had they not appeared to
make some useful contribution to the attainment of significant
macroeconomic goals.

* This paper is a substantially revised version of Distinguishing between ‘Good’ and
‘Bad’ Industries: Assessing Structural Change in Post-war Western Europe, Industry
Economics Discussion Paper No. 25, Department of Economics, University of
Newcastle, July 1984. The author is indebted to a referee and an editor for most
helpful comments on an earlier draft, but remains responsible for the content of the

paper.
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This failure to make a more perceptive assessment of the past can
impede the development of effective contemporary industry and
technology policies, especially in those cases where governments seek
to break with the conventional wisdom of the 1960s and 1970s. The
lack of appreciation of the relationship between macroeconomic goals
and budgetary priorities can also make governments less willing to
believe that contemporary industry and technology policies can be
relevant to the present economic circumstances.

In this paper, we explore the dependence of industry and technology
policies on macroeconomic aspirations. While in the postwar years
there developed a view that the government has a duty to encourage
particular industries, especially those in the advanced technology
sector, there has been more recently an erosion of the belief that there
is a short list of industries upon which the economic salvation of
advanced, industrialised, market oriented economies depends. On the
one hand, advanced technology is seen to be not necessarily confined
to particular industries and, on the other hand, the ‘most desirable’
sector of the economy is increasingly being seen as not just a restricted
number of industries.

In advancing our argument that industry and technology policies
have not yet been formulated which provide simple recipes for
changing a given industrial mix so that it is relevant to contemporary
economic policy goals, we seek to strike a balance between a
superficial sketch of all the policy measures that might be treated
under the general rubric of industry and technology policies, and an
excessively narrow focus that would rob our findings of any claim to
generality. Since the postwar European experience must loom large in
any comprehensive treatment of industry and technology policies, we
confine ourselves to examining specific aspects of this experience. To
economise on space, we shall restrict ourselves to five major
macroeconomic policies (the attainment of full employment, the
restructuring of postwar economies in the light of evident immediate
postwar needs, the search for high levels of economic growth, the need
to combat inflation, and the problem of sustained recession) which we
regard as representative. These economic policies will be briefly
surveyed in a European context in the next section of the paper.

With the background established in the second section of the paper,
we turn in the third section to focus on a limited number of attempts
to develop industry and technology policies which would assist in the
attainment of macroeconomic goals in postwar Western Europe.
Since government activity in the area of industry and technology
policies was most pronounced in the 1960s and early 1970s, these case
studies are concentrated on that period. We examine the search by the
Commission of the European Communities for a leadership role in
industrial policy, the attempt by the United Kingdom to encourage
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advanced technology, the place of advanced technology industries in
French economic planning, then contrast the French approach to that
adopted in West Germany and, finally, take a brief look at economic
planning in Italy.

An overview of our argument is presented in the concluding section.
It is clear that for structuralist policies to command support at the
political level in the future they will need to be more closely related to
budgetary and macroeconomic policies than has usually been
considered necessary in the past. Contemporary industrial and
technology policies should not be expected to address the present in
terms that were meaningful at some time in the past.

THE MACROECONOMIC FRAMEWORK
(a) Demand Management Policies

The most influential approaches to economic policies were those
associated with ‘demand management’.? As far as industry level
interventions in the economy were concerned, the demand
management approach implied that these involved having recourse to
the wrong instruments. The claim was that selective interventions
would be ineffective without adherence to ‘correct’ macroeconomic
policies and unnecessary when appropriate demand management
policies were followed. A related argument is that the cost of
economic intervention is minimised where demand management
policies are sectorally neutral.

Despite these arguments, the dominant role of demand
management policies had both explicit and implicit structural
implications. Explicitly, demand management involves concern with
ensuring an increase in demand in some circumstances and a decrease
in others. At the very least, choices usually had to be made between
further intervention in the public and in the private sector, and
between further intervention in favour of tradeables and in favour of
non-tradeables.

Implicitly, given the pervasiveness of demand management policies,
it is often difficult to make a distinction between the attainment of full
employment and other policies which involve some kind of trade-off
with employment. Nevertheless, the quest for full employment had at
least three major identifiable structural implications.

First, it led to a growth in the public sector. Second, it led
governments to re-appraise the employment implications of their
trade policies and, in particular, to seek, in economic liberalisation
and economic integration, larger and more asssured markets for their
exports. Third, the long-term effects on attitudes to economic policy
of the easy fiscal and monetary conditions should not be overlooked.
From ad hoc attempts to discriminate between more and less worthy
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industries during induced contractions, attention turned to
considering whether policy goals could be more easily attained if the
nature and composition of the industrial structure was changed.

(b) Postwar Reconstruction Policies

The immediate concern at the end of the war was to repair war
damages and make good the neglect resulting from the war. While the
initial emphasis was on restoring production to prewar levels, the
alleviation of an apparent on-going ‘dollar shortage’ became a major
policy consideration.? Many governments were unwilling to rely on
the price mechanism as a means of rationing foreign exchange. New
measures which led to increased domestic marketable production
would not only reduce imports and increase exports immediately, but
could also be expected to yield continuing benefits from the scale
efficiencies and economies obtained. Consequently, attention was
focussed on the technical efficiency of European industry as
compared with North American industry. As Houssiaux has argued,
the reaction has been to use the North American industrial system as a
model for Europe, but with less emphasis on the adaptation of
businesses and industries and more on guidelines and leadership.*

One effect of this difference in approach was that discussion tended
to be concentrated on the efficacy of policy instruments rather than on
their appropriateness. In particular, governments sought scale
efficiencies and economies through specific structural measures, such
as the encouragement of mergers and the acquisition of other firms,*
and through political measures designed to obtain unimpeded access
for national firms to larger markets by negotiation and by adherence
to trading blocs such as the European Economic Community.é But
surprisingly little attention was focussed on the question of whether a
changed industrial structure yielded its expected benefits.
Consequently, dissatisfaction with policy instruments led more to a
search for new instruments, rather than to a fundamental re-appraisal
of the situation. Therefore, we find that while policies change over
time, there can be underlying themes in the approaches to economic
reform that persist.

Attempts to improve the technical efficiency of European industry
led to structural changes as a result of both direct and indirect
measures. The former have tended to be concentrated in two areas.
Assistance flowed not only to technologically progressive industries,
but also to those which proved to be uncompetitive or to have excess
capacity. The indirect measures supported those of a more straight-
forward nature by working to change the existing institutional
arrangements. The public administration was reorganised, the
industrial structure modified, the infrastructure upgraded, the service
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(especially the credit extending) sectors were made more effective, and
the quality of labour and management improved.

Postwar reconstruction also had to take account of the fact that the
extent of war damage was greater in some areas than others, This led
to a certain emphasis being laid on the spatial relocation of industry,
an emphasis encouraged by the political division of Germany,’ and by
the perceived need to re-house a substantial number of people outside
the old conurbations, as in the British new town policy.8

(c) Policies for Growth

These policies are concerned with attaining full employment and with
increasing full employment output. While it may appear strange to
look for full employment from a growth programme when it should
result from the demand management policies, any apparent
incongruity arises from the lead time and co-ordination problems
associated with investments, particularly large investments. When the
level of business activity fluctuates, sometimes at the behest of policy
makers, it is not surprising that many investments are not made at a
time appropriate to the steady expansion in output of the economy.
Consequently, economic planning, especially that which looked for
some guidance to early postwar French endeavours in this field,
tended to be predicated on the assumption that investment and,
hopefully, subsequent output will increase if decision makers,
especially those in the private sector, can be persuaded that a market
will actually exist for additional production once it becomes available.
The government may have its economic targets; the plan seeks to
persuade decision makers that what they and the government actually
do will allow these targets to be attained.®

The discussion would appear to suggest that only a few key decision
makers in charge of government economic policy and substantial
enterprises in the private sector are relevant to economic planning.
This can be misleading, especially when the second point — the need
to increase full employment output — is considered. A narrow
concentration on ensuring a steady expansion of demand ignores
supply side problems, which may range all the way from the need to
upgrade the human and physical plant through economic and social
development, to ensuring the co-operation of a wide variety of interest
groups (especially the trade unions). Consequently, economic
planning in postwar Europe, while having important structural
implications, did not lead to as limited a set of changes as might have
been expected from looking at demand side considerations only.!°

(d) Anti-inflation Policies

Since a medium and long term policy is really the medium and long
term consequence of what will always be short term policies when they
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are implemented,!! it would be a mistake to assume that structural
considerations are merely ones that are of concern in the medium to
long term. When the medium and long term consequences of policies
are assumed to be acceptable if the short term consequences are
acceptable, it should not be surprising that the sources of many
ineffective (short term) economic policies may be attributed to an
inadequate appreciation of structural factors. A case in point is
postwar European anti-inflation policies.

While many economists have attributed, and indeed still attribute,
inflationary pressures to a failure to implement appropriate fiscal and
monetary measures as part of a demand management policy, others
have tried to incorporate a recognition of relevant structural factors in
their analyses and policy recommendations. The problem they faced
was that fiscal and monetary measures were based on a considerable
relevant intellectual apparatus, whereas the contribution structural
change might make was more a matter of conjecture.

In Norway in the nineteen sixties, the government developed a
model to estimate the effect of negotiations on wages and agricultural
prices.!? Central to this model is the idea that exposed industries have
their output prices determined by world markets, whereas sheltered
industries tend to raise output prices in response to cost pressures.
What is different in this approach is that these industries are identified
not in terms of the particular circumstances of the time, but according
to more intrinsic characteristics of the industry. In particular, the
emphasis is laid on the sector of the economy to which the industry
might be categorised — exposed or sheltered, tradeable or non-
tradeable goods, manufacturing or services, marketable or non-
market goods, consumer or producer goods. The effects on inflation
of wage pressures in sheltered industries producing non-traded or non-
marketed goods is clearly recognised in terms of overall inflation and
competitive performance.

Of course, dichotomies of this kind are not new, nor is there novelty
in the perception that there is a relationship between the industry mix
and the attainment of government economic policy measures
(consider the debates over the role of the tariff in industrialisation).
What is new is the quality of the analyses which are offered to support
the view that the composition of an economy’s industry can determine
the success of economic policy goals. Again it is true that it has long
been recognised that relevant economic policies will engender an
industrial structure appropriate to a country’s comparative advantage
in production and distribution. What is new are the attempts to
demonstrate in a rigorous manner that the attainment of particular
economic policies may be constrained by inherited industrial
structure, fashioned by a combination of market forces and past
governmental initiatives.
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It is recognised that some of the dichotomies referred to above are
not directly related to anti-inflation policies, yet it is relevant to draw
attention to them in this context because essentially they all tend to
reflect a failure to maintain full employment and satisfactory rates of
growth with acceptable levels of inflation. The search for structuralist
explanations is predicated on the assumption that conventional
demand management policies are not working.

(e) Anti-recession Policies

The inadequate response of European governments to inflation has
weakened their ability to develop effective anti-recession policies.
Confining ourselves to the post-1973 period, we may note that there
was a strong tendency to see the problem in the early years of the
recession as a worldwide structural one brought about by very
significant lags in developing new energy sources, energy economising
methods and the requisite infrastructure within both the new energy-
rich states and others capable of supplying alternative sources of
energy (especially coal and natural gas). The issue in most developed
economies appeared to be one of deciding the most appropriate
governmental response to the need for structural adjustment. Of
course, changes in the energy-related fields were not the only source of
pressure for structural adaptation. In particular, it was becoming
increasingly clear that many European industries were meeting
significant extra-European competition, competition not limited to
industries within which low-wage countries might be expected to have
a comparative advantage.!3

While the phrase ‘structural adjustment’ may well conjure up
visions of the government providing assistance to encourage labour
and other resources to transfer from contracting to expanding plants
and firms, the reality was not as simple as this. Even putting to one
side the determination of many not to adjust voluntarily under almost
any set of circumstances, the range of expanding plants and firms was
small, with attractive new areas for expansion being very limited. It
tended to become increasingly easy to argue that general expansions of
demand would not occur because of their inflationary and other (for
example, balance of payments) consequences, while particular
opportunities for selective expansions of demand were becoming
increasingly circumscribed. Furthermore, even if an economy did have
the potential to expand substantially new energy sources, doubts were
being expressed as to whether the kind of economic growth being
sought by European countries could be obtained without a revival in
manufacturing.

Bacon and Eltis have argued that the economic problem of Great
Britain is that the marketed outputs sector is too small relative to the
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non-marketed outputs sector.!* This imbalance leads either to wage
inflation as resources are transferred from workers and salary earners
to government, or to additional unemployment if the money supply is
controlled. A way out would be to reduce net-of-tax profits, but the
consequent fall in investment would have adverse effects unless
capital-saving technological change took place.!* Appealing as this
thesis may be, it has been criticised on the grounds that it is not
consistent with the (limited) available evidence.'¢ Consequently, it is
not surprising that others prefer accounts which apparently have a
sounder empirical basis. Two of these will be considered briefly.

The major claim of the Cambridge Economic Policy Group'? was
that the United Kingdom needed an increased rate of growth of
manufacturing output — a conclusion which appeared to be
supported by the strong statistical associations of the rate of growth of
manufacturing output, the rate of productivity growth and the growth
of gross domestic product.!® In particular, it was denied that a growth
in service industries would provide a satisfactory alternative to the
growth of manufacturing output,'? or that a rapid exploitation of
North Sea oil resources would be beneficial. 2

An alternative approach to encouraging a °‘virtuous circle of
growth’ through the link between output growth and productivity
growth has been provided by Thirlwall, who assigns a key role to
obtaining a growth in exports in order to lift a balance of payments
constraint on growth.?! Thirlwall’s position is distinctive in that he
rejects currency depreciation. He would prefer that an economic
strategy be adopted that had two goals. First, to ¢“. . . shift resources
from technologically stagnant to technologically dynamic industries
producing goods with more favourable demand characteristics in
world markets.”’ Second, to ‘‘. . . make exporting relatively more
profitable than production for the home market.’’2

The difficulty many economists find with these prescriptions is that
they seem to imply that the United Kingdom can solve its problems
only by following policies which do not appear to be ones that can
feasibly be followed by all other economies. Furthermore, given that
the growth rate of the United Kingdom in the postwar period has not
been unfavourable compared with that in earlier years, there must be
some doubts expressed as to whether there is sufficient perspective in
the diagnoses which are being made.

Postwar economic policies have led governments to pass through
phases in which they variously tried to be neutral towards industries,
tried to discriminate for (or against) broad groups of industries,® or
tried to advantage (or disadvantage) quite specific industries.? Some
effects of these policy shifts can be discerned in the approaches
considered in the next section.
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POLICY DEVELOPMENT IN CHANGING CIRCUMSTANCES:
FIVE APPROACHES

(a) Commission of the European Communities

What the Commission considered under the heading of industry
policy embraces much of what has been discussed above under the
rubric of industry and technology policies. However, it should be
appreciated that its industry policy was developed against a
background of concern about the competitiveness and unification of
the internal market. Furthermore, given the shifts in policy discussed
above and the Commission’s ultimate dependence on the member
governments, it should not be surprising that the Commission had
difficulties in deciding what it ought to do.

The first thing to note is that the scope of the Commission’s activity
is limited by the provisions of the Treaty of Rome. The Commission’s
obsession with scale efficiencies and economies led it to place much
more emphasis on the maintenance of competition and the unification
of the internal market than on supporting an outward looking
industry policy. While it has always been open for the Council of the
Communities to approve aid for worthwhile endeavours (by a
qualified majority), funds tended to flow more readily along channels
which could take advantage of the specific wording of the Treaty.
Attention is drawn to two provisions in particular in the second part
of the third section of Article 92 of the Treaty. These refer to:

(i) aid intended to promote the economic development of regions where
the standard of living is abnormally low or where there exists serious
unemployment;

(i) aid intended to promote the execution of important projects of
common European interest or to remedy a serious disturbance in the
economy of a Member State . . . 25

The absence of more specific provisions for creating industry and
technology policies of the kind being considered in this paper reflected
aspirations as to the future development of the Community. While
there was opposition to the continuation of autarkic arrangements in
the manufacture and distribution of industrial products and a hope
that ‘the completion of a common market’ in these products would,
by itself, lead to changes in European industry which would make it
much less dependent on direct governmental assistance and
intervention, it was recognised that the regulation of state aid in
Articles 92-94, could provide an existence and legitimacy that needed
to be carefully circumscribed. In any event, the EEC was established
in an economic environment which favoured the liberalisation of trade
and which did not forsee the advent of the so-called ‘new’ industry
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policy. The common market in industrial products was realised in July
1968, a year ahead of the original schedule.

The mid-1960s saw a change in the attitude toward the European
economy because there were various indications that the postwar
expansionary phase was coming to an end. With this change in
attitude came a new appreciation of the role which the EEC
Commission might play in fostering European industry. These
developments culminated in the release, in March 1970, of the
Memorandum on Industry Policy.?

The Memorandum is of interest not because the Commission had
much success in implementing its recommendations — it did not? —
but because it clearly indicates the difficulties that exist in trying to
take inadequately articulated ideas about the relative worth of
industries to incorporate them in a programme of action. The fourth
part of the Memorandum — which is of most relevance to industry
policy — is concerned with the Community’s achievements in
promoting industries which employ advanced technology: its four
chapters cover international technological co-operation and industrial
development, rationalisation of technological development and the
introduction of Community contracts for industrial development, the
attainment of a common market in the advanced technology sectors,
and a common policy towards third countries.

While. as we have argued elsewhere,? it is possible to debate the
wisdom of allowing the Commission to obtain control over ‘active’
industry policy, the previous discussion raises the prospect that, in any
case, with limited powers, the Commission has constraints on its
ability to choose among alternative approaches to changing the
industrial mix. This is because, unless the policy implications of the
approach adopted allow for an effective encouragement by subsidy of
new technology,3° the Commission may find that the most appropriate
policy instruments are in the hands of national governments.3!
However, the Commission’s position does no more than reflect the
fact that a combination of autonomous interested parties and the risks
involved in advanced technology projects has made it extremely
difficult to achieve its desire to exploit the advantages accruing from
the integration of markets.3

(b) The Wilson Government in the United Kingdom

Hodges blames the relative ineffectiveness of the EEC Commission on
the lack of a consensus among member governments.’? The Wilson
government in the United Kingdom launched its industrial policy with
no such hesitations. Its approach reflected a determination to make
the selective exploitation of advanced technology one of the
cornerstones of its economic policy.
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On attaining office in 1964, the Prime Minister (Harold Wilson)
decided to include in his Cabinet a Minister of Technology. The goals
of the Ministry were summarised in the Labour Party’s manifesto for
the 1964 General Election as ‘to guide and stimulate a major effort to
bring advanced technology and new processes into industry’ in order
to help implement the fourfold programme outlined by Mr. Wilson as
part of his speech to the Labour Party Conference in October 1963:

First, we must produce more scientists. Secondly, having produced them
we must be a great deal more successful in keeping them in this country.
Thirdly, having trained them and kept them here, we must make more
intelligent use of them when they are trained than we do with those we
have got. Fourthly, we must organise British industry so that it applies the
results of scientific research more purposively to the national production
effort.34

The Ministry began by being responsible for the government’s
relations with the machine-tool, computer, electronics and tele-
communications industries as well as being responsible for the Atomic
Energy Authority, the National Research Development Corporation
and the industrial research elements of the former Department of
Scientific and Industrial Research. However, it was found desirable to
extend considerably the range of the Ministry’s responsibilities on a
number of occasions up to the time of the Ministry’s abolition after
the change of government in June 1970. Briefly, the Ministry assumed
responsibility for governmental relations with the mechanical,
electrical engineering, shipbuilding, textile, chemical and other
manufacturing industries, ‘took over’ the Ministries of Aviation and
Power, and obtained oversight over regional industrial policy,
investment grant administration and the Industrial Reorganization
Corporation.3s

What happened was that the Labour government had to abandon is
chosen approach to making government assistance to industry
‘selective’. In future, the Ministry could support advanced technology
anywhere in British industry. The conventional wisdom of the time
was overturned by the nature of the task facing the government. The
Minister began by being responsible for advanced technology
industries but, in reality, what he was responsible for was the
encouragement of advanced technology in advanced technology
industries. Then his powers expanded in two directions. First, he was
to encourage whatever it was the government was seeking to
encourage in industry, and second he was to encourage it in all
industries. The meaning of ‘selectivity’ is still one of the major
unresolved issues in industry and technology policy. The British
experience suggests that there is a world of difference between



Industrial and Technological Policies in Europe 335

selectively exploiting opportunities in the advanced technology field as
they occur, and being able to select sufficient opportunities to make
them the basis of a ‘big push’ instrument of economic policy.

(c) France and the Technology Gap

The creation of the Ministry of Technology in the United Kingdom
formed part of what was termed the National Plan. Since the adoption
of this plan reflected, in part, the contemporary high repute of
indicative economic planning in France, it is useful to consider how
advanced technology came to assume so prominent a role in
perceptions of what French planning was about.

The First Plan, with its projected goals for the period 1947 to 1950
(later extended to 1952), has been frequently described as a
reconstruction plan in view of its emphasis on six basic industries —
coal, steel, electricity, cement, transport and agricultural machinery.
There was a substantial element of direction behind government
expectations for these industries. This direction included production
and modernisation programmes. The next three plans (1954-1957,
1958-1961 and 1962-1965) were more concerned with the implications
of sustained economic growth, with consistency rather than direction,
and with forecasts rather than targets.? The Fifth Plan (1966-1970)
sought to take into account the impact on French industry of
international competition. Industry policy, constrained by a desire to
achieve a balanced budget, now stressed structural problems in the
economy and the need to act in conformity with the Treaty of Rome.
This led to a search for permissable means of lending support to
industry.

During the Fourth Plan, President Charles de Gaulle accepted the
view that Western Europe, including France, faced economic and
political subjugation by the world’s foremost scientific power, the
United States, unless it adapted to the contemporary scientific-
technological revolution.’® Consequently, it is not surprising that the
Fifth Plan involved a commitment to increase the proportion of gross
national product devoted to research and development from 1.7 per
cent to 2.5 per cent over the life of the plan.

Much has been written on the so-called technological gap, but
attention will be focussed on only one point. United States
corporations, which were obtaining an increased stake in the French
economy, were seen to be the vehicle by which the United States
obtained an increasingly significant advantage over its commercial
rivals.? Advanced technology came to be identified with industries
which had, or were considered likely to obtain, a strong position in the
French economy. Public discussion centred on advanced technology
industries rather than advanced technology per se.
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This shift of emphasis was helped by the then current concern with
the relative worth of particular industries and, in particular, with the
share each industry had, or was likely to have, of international trade
in manufactures. ‘Advanced technology’ became a very convenient
shorthand description for the kind of industry the state was expected
to promote. The encouragement of advanced technology was no
longer exclusively identified with the encouragement of technology in
particular industries since, in practice, government policy had shifted
from technology promotion to the promotion of industries with
certain technological characteristics. The French were caught up in the
enthusiasm for advanced technology as a technological solution to
economic problems, but realised that such technology must be given
an appropriate role in the chosen economic strategy.

(d) West German Technology Policy

Despite the tendency to shift from technology promotion to the
promotion of industries with certain technological characteristics, a
government may still consider it worthwhile to encourage structural
change at the firm and industry level without being overly concerned
with the relative merit of industries. The experience of the Federal
Republic of Germany is of interest in this respect in that, during the
years when France and Great Britain were concentrating on assisting
particular industries, the Federal Republic was increasing its
commitment to research and technology without engaging in a search
for the ideal industrial structure.

It is true, as claimed by Kiister, that ‘“‘by 1973, the German
Government’s support of science-based industries had been
concentrated on aeronautics and space, computers, and nuclear
energy’’.® However, just glancing at budgetary outlays can be
somewhat misleading in situations where support of science-based
industries is motivated to a considerable extent by a desire to maintain
a research presence in these industries. Clearly, more money has to be
spent in areas where a research presence is more costly than in areas
where such a presence can be obtained more cheaply. Therefore,
budgetary outlays do not provide a complete picture of research and
industry priorities. Furthermore, these outlays appear to reflect more
a pressure from potential suppliers of this equipment than an
evaluation of the most apposite size for these industries. Of course,
the economic difficulties of the 1960s made the government more
susceptible to arguments that more should be spent on research and
development and industry in general, but the West German political/
administrative process would appear to have reflected as much a
search for ways in which the economy would benefit from increased
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research and development outlays or needed other, very specific
interventions, as any preconceived ideas on shaping the industrial
structure. As late as 1980 a Federal minister for research, in making a
case for intervention in the market mechanism, could point only to the
watch, computer and machine tool industries.*!

The relative lack of interest in determining the most appropriate
industrial structure reflects various facets of the postwar German
situation. German industry was always expected to be strong once
reconstruction had taken place. The ideological climate favoured
deregulation, West Germany considered herself more politically
dependent on the United States than did, say, France. Finally, there
appeared to be little interest in the search for economic nostrums to
meet immediate economic and political problems.

To give but one example of the West German approach, consider
government-enterprise relations at the sectoral level. In 1966 and 1968
the Federal Minister of Economic Affairs had published ‘Principles of
Sectoral Policy’ and ‘Principles of the Federal Government’s Sectoral
and Regional Economic Policy’. Kuster identifies five general
principles and three aims, including the promotion of research and
development in the high technology industries. The five principles
were:

Structural intervention was only justifiable when the difficulties
concerned the whole sector and were based on lasting economic changes.
The entrepreneurs and managers were to be primarily responsible for the
necessary structural adaptation.

The government’s role was to support measures of self-help, provided
these measures promised to strengthen, on some lasting basis, the
competitiveness of the enterprises concerned.

Special governmental aids or other interventions could only be considered
if the individual sectors were undergoing major changes at a rapid rate,
and if the changes would generate undesirable economic and social
consequences.

The aids should be temporary, should be gradually withdrawn, and
should not cripple the competitive process.*?

Furthermore, and more revealingly, while the first aim (to stabilise
and improve the income of employers and employees in lagging
industries) received 66 per cent of Federal subsidies and tax allowances
in 1970, the second (to help in the process of adaptation on the part of
industry) received 28.5 per cent, and the third (the promotion of
research and development in high technology industries) only 5.5. per
cent.® Clearly, the encouragement of neither advanced technology
nor advanced technology industries was perceived as a central issue in
government intervention in industry.
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(e) The First Italian Economic Plan, 1966-1970

Whatever the West German reasons for a lack of interest in industry
and technology policies, it might appear reasonable not to expect them
to apply to the Italians with their lower standard of living and ‘more
opaque’ political/administrative structures. It is interesting to look at
some reasons why this expectation would involve a considerable
misreading of the situation. Basically there are three points. First,
there was much less concern in Italy than in France or the United
Kingdom with the export performance of the economy. Secondly,
exports were not seen as the principal constraint on economic growth,
and finally, there was not the pattern of state-enterprise relationships
implied in the French, British and West German approaches. The
export performance of the Italian economy in the 1960s was extremely
good, although it may be noted that surpluses on current account
tended to be matched by outflows of capital.* Stern, looking at the
period 1957-1964, particularly points to the importance of
improvements in Italy’s export price competitiveness.*

As has already been noted, the balance of payments is regarded by
some as a constraint on economic growth. Stern has examined the
applicability of ‘export-led’ models of economic growth to Italy. The
essential feature of these models is that an increase in foreign demand
for a country’s exports will in turn stimulate its domestic growth,
exports make growth possible by obviating the need for restrictive
demand policies, and exports induce investments and other
productivity improvement measures which make further growth and
exporting (through increased supply and price competitiveness)
possible.* Stern finds that neither of the approaches he is able to
quantify provides, at least at an aggregated level, an adequate
explanation for Italian experience between 1951 and 1963. This is at
least consistent with how most Italians appear to have viewed the
situation — the constraints on growth are to be found in backward
and dualistic features of the economy, not in export-based
constraints.

The First Italian Economic Plan reflected this assessment of the
situation. Its objectives were as follows:

1. Full employment of the labour force.
2. Elimination of the gap between the South and the rest of the country.

3. A progressive equalisation of labour income in agriculture and in non-
agricultural activities.

4. A redistribution of resources in favour of such collective needs as
schools, housing, health, social security, professional training,
transport, urban development, soil conservation, and scientific
research.4’
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Ultimately, the Plan was not successful in imposing its pattern on
events. The actual growth rate was nearly 6 per cent (forecast 5 per
cent), while productivity increased at an annual rate of 6.2 per cent
(forecast 4.2 per cent), with an increase in the balance of payments
surplus. However, as far as the Plan was concerned, there was a
decrease in employment of 172,000 (forecast 800,000 increase), and
targets for public consumption expenditures were almost attained, but
not the target for public social investment. The gap between the South
and the national average in terms of value added per man was to have
been reduced by 6 or 7 per cent, but actually increased by 24 per cent.
An interesting comment on export-led growth ranking of industries is
that one of the problems with the First Plan was that two-thirds of the
additional gross national product over the five year period was
absorbed by the increased balance of payments surplus.#® There is
clearly more to the economic growth story than obtaining additional
exports, whether from high technology industries or by other means.
Like the West Germans, the Italians did not perceive advanced
technology or advanced technology industries as being central to the
economic problems they face, or as being relevant to economic policy.

CONCLUSION

In the second section of the paper, it was argued that the structuralist
thinking that generates industry and technology policies does not arise
in a vacuum. All economic policies have structuralist implications. As
economic policies change over time, so do the structuralist
implications that can be drawn from them. Five main currents in
postwar economic policy thought have been surveyed. While the first
— demand management policies — does not fit easily into a time slot,
the other four can be considered (perhaps somewhat loosely) as stages
in postwar economic policy thought.

In a tidier economic world, it might be possible to demonstrate that
each economic policy implies a distinctive set of industry and
technology policies which need to be followed if it is to be successfully
implemented. Although it is not possible to determine from an
examination of real world economic policies precisely which
distinctive sets of industry and technology policies they imply, it is
possible to point out that specific economic policies do tend to
influence the nature of industry and technology policies.

There has been some converging of views on the role of
structuralistic considerations in economic policy making. Structuralist
thinking has moved beyond disputes over whether technological
change provides an alternative structural explanation for
unemployment, and whether trade balances depend on the ability to
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export a limited number of advanced technology products, to a
recognition that the structural characteristics of all industries can be
significant. At the same time, there appears to be a greater willingness
in the more conventional approaches to economic policy making to
give serious consideration to claims that some economies at least may
suffer from serious structural imbalances that make conventional
economic prescriptions difficult to apply.

While the historical perspective over the past forty years is useful, it
is also desirable to examine what is happening in particular countries
during important cross sections of the past. The EEC and four
countries have been considered in the light of the mid-sixties
enthusiasm for advanced technology. Whether the policies which
generated this enthusiasm are as continually relevant as some
contemporary commentators still urge is difficult to say, but what is
clear is that these policies must be placed in proper perspective.

To conclude, a case may be made for the claim that exports, growth
and other policy goals depend on the industrial mix. Whether industry
and technology policies have yet been formulated which provide
simple recipes for changing a given industrial mix so that it is relevant
to contemporary economic policy is less certain. What we have instead
are sweeping, and largely unproven, claims that past policy goals
would have been achieved more readily with the adoption of
advocated industry and technology policies.
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