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This document contains the main theses of the EURCYEAN KIGIONAL

ORGANIZATION of the International Confederation of Free Trade Unions on

production, investments and credit, and the balance of payncnts,

MATERTAIS AND SUPPLIES
1., The shortage of materials has already caused difficulties ln many casos
as resnrds the employment situation and it also forms a threzt to the
attairment of the production target. It is essential to improve supplies,
to avold waste and, whero necessary, to enzure a longe-tcrm distribution by
means of controls »nd allocation. Speclul attention should be paid to a
etock-plling policy, ae this can be considercd as a pr ~tlcal means of
stabllizing ths coursec of cconomy and price levels. Th: international full
employment policy 1rill c¢all for euch measuros on an ever-increasing scale,
As regerds thc effecte on prices thuve is the possibiliiy, in case of
shortae, of exerting nrecsure on czzcesive prices by liberating part of
these ntncks,

2, Incrense in home pnroduction, DMeusures aiming at this are already reing

planncd or nwre in operation in many countrice. It must, however, be

2-61h0 [recognized
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recognized that such measures will, because of the nature of the problems
involved, talke time to show results, This emphasizes the need for Trede Unlons
to ensure that present high demands for defence should r.ot be allowed to lead
to misdirected investments, which would not be justified in the long runm,

3. Stimulation of overseas production. This 1s particularly necessary in

the under-develouped territories to which far more technical assistance must

be glven, The Govermnments should be prepered to offer long-term contracts

and to buy in bulk so as to ensure stability of supply and price, This
development of overseas production of raw materials should be congldered in
the light of ald from countriee having greater caplital resources, as is sct
out in the frame work of the programme for co-operation of the Western world,
In the end Western Burope will derive consliderable advantage therefrom, as
thore can be no question of a policy of national self-sufficiency,

L, Prevention of Waste, Since 1t wlll take time for production to be
increased, the elimination of waste in all its forms, is of immediate urgemcy:
thls applies particularly to materials in short supply. Trade Unlonists are

in 2 zood positlon to identify sources of wasto and to press for action, at
both the national and worke level, to avold thies, For escerteining wastage,
cormigslons ghould be set up with the approprieste representation of Trade
Unions.

In this connexlon, attention is drawn to the wastage of cepital and
manpower which 18 caused by the redurndancy of the distrihution apparatus
(commerce)., In many countries in Westexrn Europs, roughly two out of three
business firms are superfluous, Business as such is an indispensable and
practically the most expensive drain on public funds-in every sconomy, More
attentlon must be paid in the future to rationallzatlon of distribution,

+ Ratloning and Allocation, Allocations should be made elther directly to
ndlvidual firms or in bulk to industries leaving it to Joint agencies to
distridbute the available supplies, Such joint agencies would be collective

= AN

for the main economic sector with participation of the public authoritles,

wvorkers and employers, In this way, the Trede Unions will be able to control

the orders glven by those agenciee to the administration, Although thia

method can be considered as a general rule, it may happen in certain cases

that 1t would be more precticable to leave the distribution to the State alone

or to a trustworthy trade association, There must, however, alwaye be a control
/by the workers.



by the workers, The ebove direct method iz preferable from the practical
point of view, The distribution system should be so set vp that the use of
goode allocated to trade may be esubjected to comstant supervision and thus
systematically controlled (the Voucher system), Priority must be glven to
thoge firms whose productlon 1s of speclal Importance and urgency from the
social polnt of view and to all fiwms working on the defonce programme,
Priority shculd also be given to export firms according to the clrcumstances
in the diffevent countri«s,

6. In some instancee, it may be nocessary for Govcrnments to prohiblt
completely the uce of scarce materiuls for ineseential purposes, and to
encourage the dovclopment and use of substitute materials.

PRODUCTION AND INVESTMENT
Ts If maximam production is to be secured, shortages of labour arnd m=terials
make a balanced investment progrerme necessary, The bodies responeible for
the economlic policy should, therefore, take powers to prohibit or defer
inessential investments, and to stimulate eseential inv:etments and production,
8, DNational Budget and planning department. In a siti.“lon where the demand

for capital and menpower greatly exceeds the availabilities, owing to social
Iavestments and the defence programme, production will only be able to meet
essential requircments by elaborating a comgrehonsive plan based on a national
soclal budget., Thie task should be entrusted to a planning departm nt in
which the workers must be duly represented.

9. Estimated production capacity. Govermments should have power to collect
statiotics on the aveilable capacity of individual industriee and on
Investment requiremcnts, (both for replacements and for new equipment). The
fect that estimutes will, in the first instance, be approximete, should not

deter Govermnments from collecting them.

10, Misdirccted Tryvemiments, Planning is eesentlial to avold the misdirection

of investments, the results of which are obvious in many European countries
in the form of excees capaclty in some Iindustries and shortages of plant
and equipment accumpanied by unemployment in others. Profitability cannot
be the only test of desireble investments, The soclal and economic needa of
the community muet be given priority.

/11. Investments
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1l.  Investments by public authorities, Public authorities must, where
neccssary, be prepared to make finance avellable for important soclal
production purposes such as housing, coel-mining, gae and electricity supplies
eand other public services, Such financing mey take the form of grents, loans

at low rates of interest, or speciel tex rebates,

12, Control of investmente by building permits, The bodies responsible for
the economic policy should control all prnjbcta calling for an investment over
a cortain amount. For this purpose building permite zare an appropriate
Ingtrument, ’

13. Social Invemstmente. The need for social investments, particularly houeing
and schools, muet not be obscured by rearmement requiremonts, nor should the

labour market be disturbed.
14, Control of Credit. The Government should have power to glve directions to
the credit banks, through the central iesuing bank or to the competent body,
on the credit policy. Specisl d%rectiona muet be given as to the types of
investment to be encouragsd or checked, The Bunk granting credlite has two
tasks in this comnexion:

(a) to demand from their cliente an exact statemen: regarding the

utilization of the credits bofore granting same, and

{v) 4¢ Xeep a vuusLani walch un the actual uvlllization O such cycdalts,
15, Standardization., Ixcessive variety in typee of machines, vehicles, tools,
etc,, 1s not only a serious cause of industrial inefficiency, it also prevents
a goneral rlee in the standerd of 1living which would ofherwide be possible by
lowering coste and pricée. The Hmerican‘eiample shows the extont to which
productlion costs can be lowered by sensible stundardization and a rational
limitetion of types. The Trade Unions, therefore, should give their urgent
support to apprupriate standardization, Government and Public Authnrities
can help in thie direction by placing bulk orders for standard products, such
ap housing componente and vehicles,
16, Industrial research, Improvements in the utilization of materials and
the dovolopment of new materials and working methods can be achleved by

co-operativo roeearch by industries, As far as possible industry 1tself
skould provide the means for carrying out this research, but in some cases 1t
may be necessary for the Governments concerned to give aid, It may be
desirable in some instances for such co-operative research associations to
/have the power
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heve the power to reise money by a compulsory levy on firms in their industries,
Becuuse of the practical advice that they can orfer and because their conditions
of work may be affected by technical developments, Trode Unlonists should be
representod on the Govermning bodles of such ressarch associutions,

17. Exchapge of inforuetion betweun fimms, The vislt to the UBA of industrial

experts from Furopean countries has shown that many individual firms In Iurope
are Just as rationally organized as the beet filrms in the TBA but that American
industries are able to bring about conslderablc reduction in costs and prices
owlng to the frec exchinge of infoimation between the individuel fimms, Trade
Unions should support all mensures to broak down some of the secrecy which
surrounds European industrles., This secrecy 15 a fundemental cause of the
prevalent ienlation on the part of firme, which results in the backwardness
of production methoads in many European industries, Unfortunatoly, 1t is not
the backward Furopean industrialist who pays for these mietakes by the
non-profitability of hie underteking, but as a rule the coate of this secrecy
take the form of oxceesive prices of Europoan consumer goods. Tho exchange
of information and comparisong between flyrmas must especially include working
methods within industrial conce:ns, data concerning accountancy and
calculation methods,

BALANCE OR PAYMENTO
18, The object of the European Trade Unlon movement must be an increase in
Inter-European trade: this will only be achleved by fur'ior liberaslization
of trade paymente asnd the refuction of protective duties u:..d other darriers
and by agreceent between the Western Europesn countries to pursue full
employment policles,
19, European Paymente Union. It is essential to maintain tho Furopean Poymente

Union, but its atrcngth should not be over-estimated., Ite succeseful
functioning depends on the maintenance of reasonable level in the balance of
payments betwsen the partlcipating countries, This agaln greatly devends upsin
the interrsl fimancial strbility of tke countries concermed, ard furtker upon
the degree to whiclh tle econorde policies of the vrrious cowntricr are ad ‘ucied
ty cech other. _
20. Increased Exports. The extent to which exporte can be increased in fha
near future depends partly on the success of the measures dealt with in thé .
other sections of thie document, Waye in which exports might be increased are:
/(a) by Goverrnment-
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(a) by Government-sponsored market research ln forelgn countries,
(b) by co-operative export marketing arrengements by industries.
2l, Import restrictions, Should there be no other means of attalning a
balance of pajmente, tuports might have to be restricted., Any such restrictlonms,

however, which cre directed against other Weestern Furopean countries will be
bound to have adverse effecte on the production capaclty of Westerm Europe as
a vhole,

22, The Doller Area, Not only in the short run, but also in the long runm,
special efforte must be made to persuade thce United States and Canada that it
is In thelr interest to increase their imports from Europe., Falling such an
inorease, the provision of dollar credits for the purchase of materials,
foodstuffs and capltel equipmeht will continue to be essentlal,

FINANCIAL STABILITY
23, The objJects of the financlal policy of individual countries should be the
following: to secure and maintuin full employment, %o cii ¢k inflation, to
encourage production and to protect as far as posslble the oconomlically weaker
sections of the community,., Where full employment has been secured, the
Governmente of such countries should cover expenditure from taxation; in the
other countries, defliclt filnancing may be unavoidable. The cost of rearmament
should be met primarily by texation,
ok, Dircct and Tidiiveb Twaabion., Direct taxation 1s tundamentally preferable
%o indirect taxation, There are, however, limits to the extent of direct
taxat;on: if pushed beyond these limits, 1t can roduce incentive and encourage
evasion, Where indirect taxes are necessary for revenus purposes, they should
fell heavily on luxury goods and lightly or not at all on goods used by
working c¢lase people.
'25. Taxation on Profits. There 1s little Justification for levying & special
tax only on the profites of firms directly engeged in manufacturing munitionms,
1n'& peribd of radrmament, many other firms not engaged on armements will aleo
“make high_prpfita, e.g8. because of shortages of consuﬁerjgoods.‘ Special
taxation on high profits ahould; therefore, be levied on industry as a whole,
Taxatlion abateonent for certain investments through self-financing 1s only
admissible (contrary to the tax on dividends) provided the eald investments
are devoted to progressive, Importent purposes, such as, frr instance, soclal
housing. The samc thing applies to tax on that part of incomes which is used
/for long-term
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for lonp-texm savings, With regard to the necessity of checking inflatiocnary
brende in the present rearmament psrlod, this tuxation of profits, however,
can never be u substltute for price control,

26. Taxation of capital, If the defence programme is financed temporarily oy
borrowing, cunslderatiosn should be given at a later date to & recal capitel
levy., Such a levy might be made elther as a single operation, or might be
made annually. In a perlod of infletlon, 1t might be necespary to tex capltel
pains, This 1s donc in the USA in the form of a tax on capltal galns which
are made ftrom the purpose end szle of assets, stocks and sharss, etc,

27. Luxury Tax, Taxsee on consumption should mainly bec Alrectod apainst

high priced luxury goods, not agailnet goods largely cone @ by working class
pecple. ‘herwas pricee for zoode of high standard may be snbject to little
or no taxetlon, theve should be progressive taxation on the morc expensive

luxury articles,
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