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The future of the Commmity's cor industry .

The car industry was ene of thy main victimes of the oil orisis which
broke ot the end of 1973, since when demand has slumped in all the Member

States

Demand for privote cars in the Community fell by 1562 % in 1974 compared
with 1973, picking up by only 26 % in 1975 Demand for industrial vehicles
£e11 by 11,7 % in 1974 compared with1973 and by a further 11T § in 1975 con=
comparcd with 19741. There has been a closely parallel trengl in the reo’t of
the world, '

A general recovery of the market is however, now apparent in all
the Comzmunity countries (althouzh to a lessor extend in Italy and the United
Kingdom) and in the United States and Japane This recovery can be expected
to continue as general economic aotivity ﬁwives in the Comnunity and the'

| vorld as a vholes

We canmot, howeverjexpect in the medium term +{he same sort of pace
(period from 1976 to 1985) as that achieved before 1973e The oil crisis has
mdoubtedly marked a turning-point in the activity eof this sector, which have
en average growth rate (with doubtless much wider fluctuations than in the
wast) which 18 well below that of the sixtiese A study should thorefore be male
te determine which factors affecting the car have undergone a permanent i ancn
since the «il crisis, and what conclusions should be drawn by the cur inasiry

ard the nublie outlorities,

Source $ Liciugn Jomnmittoe on Automobile Consiructiens




T, MIDIW-TTRYM PROSPECTS

le Factors of cualitative and quontitative chb.nge on the world market

le¢l The general econonic situation

The growth rate of the private car mayket is very closely linked to that
‘of private consumption which, ever fairly long perioeds of time, has a
relatively stable share of the CDP (approximately 60 % in the Commnity),
but which may fluctuate quite considerably over short periodse

The growth rate of the commercial vehicle morket is directly dependent
on economic activity, ieee on the growth rate of industrial productione

In‘ 1975 there was a 266 ,40 drop in the Cormmmnity's GDP although there was &

slight surplus in the balance of payments as a result of the decline in

econonic activity and the £211 in importse The growth rate of the GDP will
pfo‘bably be around the.S f-.F nark between 1976 and 1980, However, since an
in\}estmcnts ircentive pcyl:_.cy will be required,to ensure a return to a more healthy
onploymert structure and "l‘.o increase our external trade, private consu:.ptionv

will have to be restrained. " 4 this will gron that its chare of the GDP will
falle This braking effect will be achieved - at least in the medium term by
liniting the growth in rei, incomes and by maintaining a high level of savingse
These curulative facts  v.ll mean that the average growth rate of the private
car market will be rarked] ;‘,":lewer than the growth rate of the GDP,

The Conmumnity cormereial vnhicle market should begin te pick up when the
average growth rate of economic activiyy approdches that of industrial

productions

The ccononic development of the rest ef the trorld is of great importance te
the Community industry, which exports upprofimtely 25 % of its production
(in rclatively equivalent proportiens) to Geveloped and developing countriese

World trade is expected to pick up .and return to A a growth rate sinilar
to that of the mixtics (around 8 %). However, this recovery will take place

in a climaic of extremely keen competition, particularly bestween the United
Stotes and Japane Uncertaint)y also surrounds this forecast, since nebody knews

whether the wage policies envipaged can elfectively bo anpleneisiei, wheiher

inflation might begiz to accelerate azain and whether proiectionist measures
iy night be taken in diffcrentparts of the worlde It is therafore bstier te
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tokie & cautiows view of the trond in external demand for cars and say that
on avereze it will more or less follow the trend in demand within
the Comzrunitye

1.2 Envirennentzl and pafety constraints

Tn order to reduce the social cost ef cor usage (deterloration of the ervirennent
znd road acecidents), industrielized countries have set deadlines by which
increasingly stringent standards to rcduce the pollution and noise caused

by cars and to improve pafety must be mete In order to achieve:thesne
objectives by the deadlines set, research programmes have had to be carried

out ; thess must reconcile satiéfaction of envirormental and safcty require=-
ments with those of ené.rgy conservatien ¢ the coupromises involved are
difficult, particularly in view of tLe characteristics of demand, and ray

lead to increased costs, and effects smhould be made o keep those phase within
roasonable limitsee : '

.

le3 Speced linits 4

All daveloped cowntries zew have opoed limitse In countries which h.:’wc had
speed linits for a leng ime there is no cvidence te prove that this has
led to a gereral trend i demand for cars with' low-capacity engines: the
counfort and versatilit;y‘ 3f cars at the top axd of the range are still
attract ive to cuctomgrs, | '

In countries in vhich op-')ed linits have only recently been introduced, it in
likely that tha sale of the more powerful cars will net be affocted in the
pediun tarm if the limits currenfly in forcs ( 90 ~ 130 kn) are maintainede

The n2in effect on these cars will undoubtcdly be thatthey will have a longer

working lifes

1¢4 The nioblen 0° urban traffio in devaloped countries

There in little hope that the general introduction ef a type of private "city
car" will provide a solution to the problems of wurban traffice

Yot only would such cars hardly improve traffic congestion - despite a roduction.
in their average size = but they would also lcad to a situation where drivers
would have to have tuo cars (a city car and on intercity car) and where the
coexiotencey ef these tve types ef vehicle in certain traffic areas woull cause
problens of safety and infrastructure usee The solution should bz sougat in theo
inproveuent of public transport in urban areas in cenjunction with a prezressive
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ban on private vehicles in the tcum; centrese Since public transport cannot
fulfil all the functions that perforned by private cars in tewns, it is likely
that private vehicl2e. (possibly epsrated as a fleot or as taxis) will have te

exist alongside puolic transport,

The construction of car parks en the qutskirts of towns sheuld be generally
introduced and developedes

Such a development in urban traffic would hardly affect tae ourrent trend
tovards buying cars; at the most, it would lead to a slight reduction in
the nunber of second carse It would, however, bring about & omall reduction
in the rate of utilizatione '

1¢5 The retail price of cars

In the last twe years, the retail price of cars has risen by 30 to 50 % -
depending on the rodel - a3z a result of the rise in the price of raw
materials and wazes and the larger proportion of fixed coats per vehicles
caused by the smaller nunber of cars producede There is little information
on vhich to assess the extent of price variations which might be expacted
in the next few ycars, since it is difficult to foresee what influence the
factors affecting prices will have at any particular moment. We should just
nention that the price rises in the last two years have already caused drivers
to keep their cars longere There is,hovever, a trend at the moment te design
pimplified and thercfore cheaper ecars for sale in developing countries,
which do not have the scne priorities as industrialized countriese
definite distinction might emerge in the complexity of demign of cars

depending on their market of destinatiene

146 The cost of rumines a car

' Fuel costn rose gsharply in the Community bbtween November 1973 and October
1976 (from 19.9 % in the Fedaral Repuklic of Germany and o 137 % in Ireland)
as did maintenance costse The initial effect of this rise was to encour:cze
drivers to use their cars less (drop in motor fuel sales 9f 449 % on average
within the Community in 1974); however, consunption began to riso again in
1975« .It therefore peens that there has been no lasting reduction in car use,
On the otner h:s.hd, the trend in demand towards the lewer end of the range -
which was very rorked in 1974 wut has since slackendl - shows that drivers are
looking for a more econonical cars The averzagze ‘angine capact ?:‘:: Trgnear cars
will prg‘oably he pmaller after the crisia and the prcpomion of Aienel notors

will riee = at least as leng as gevernumentn centinue te grovide » tax sdvantage for

. this tvyps of frelae




i in 1974 and 1975¢ American manufacturers countered by launching manuface

- 5 -y
In the United States, demand for cars of small an(;ine'capncity roge charrly
~$uring prozrammes for cars with a engine capacity of under 2 litrese In
1975 there secened to be a revival in . demand for the more powerful carse
Hoi »ver, the Government has asked manyfacturers te produce cars which will by

1960 ensure a 40 % reduction in the ourrent fuel consumptiens

1,7 The prowth of the markets in develovine countries and in state~tradinge

countries
4

There is a huge potential market in the developing countries, vhere demand will
grow as the econory and road  infrastructure in each cojyniry inprove.

- .‘cha.nces of improvenent vary very widely in these ceuntriess Some countries
eeze (Argentine and Braz_il) have already reached a certain level of devdopmcnt.
Others will be able to make quite rapid progress thanks te the raw materials
they possesse The development of the poorest countries will depend on help
under international aid shares. The overall demand from these countries sheuld
rise in the period in questien, although not dramaticallye

The number of cars '.‘pé"hea.d ig gtill very low in states~trading countries,

It should rise in the next few years as a result of a grewing social demand

" which will have te be = at least partially - satisfiede It is, however,
probable that the nceds of this markey will bs met in the main by the national

industry of each countrye

. 1e¢B8 Corbined effecctp of these factors en the dcv}.lopner-.f of the yorld market

It is very d.j.fficult to0 assess the conbined effects of all these factors in

ordor to make a quantitative estimte‘of the trend in world demande Studics

have been carried out inte this question since the bezinning of the crisis

ard estiuates  advanced from varioua quarterse The average trend which

hos energed is ag followin

(1) Demand for private cars during the period 1976-1980 will probably grow |

. en averé.ge by just over 3 % per year (taking the 1975 level as a basis)eThe

- ., 1973 growth rate will prebably be reached again tewards the end ef this period,
Tho -annual . grewth rate ef the market might fall slightly from 1980 to
19856 '

(2) If the ecnuuric recovery which began in 1976 centinues, the average
growth rates of the world market for industrial and cermorcial wehicles from
1977 onwards could again match those of the peried 1968-1973 approximatcly
4 % per annun),




2¢ Cliantes in the pottcern of production

241 Sitine of nroluntion centreg ' s

The rising cost of labour in industrializecd countries cozbined with the
political d;zsire of developing countries t_o have their own car industry
will probably lead car manufacturers to incresase their multinational
connections and set up assexibly or production units in places where there

is & certain deoand and & source of cheap laboure Manufactirers should

"also conduct & realistic pelicy in these countries which sheuld de designed

to ensure the maxirum profit from their plants by making them of adequats

sizee

This shifting of production zones will gradually create a surplus production
capzcity in industrialized countriese New producer countries, which will
initiallyccory out asscubly work, will forco manufecturers to nake increasing:

use of locally-m:mni‘uctur&l parts in vehicles and to export a growing share

- of their productions The vehicles produced by Ecstern block countries; Spaix,

the Argentins and Brazil are begimning to play a serious role in cempetitien

outside the borders of those countriese Nore and rore developing countries

" aroe starting up the initial production stagese However, since the formatien

262

‘of a production capacity is a long process,the effect of this corpititien will

not be felt until the end of the next decadee At all ovents, thess nascont
industries will nced the tec:hnologicni support of and supplies od rpare parte
fron the developzd countrics over the next ten years, and will alse have to
inport sophisticatsd eor industrial vehicles to m et the needs of their
internal marketse Houever, their production ceuld play & significant r¢. 2 e n
on the world market after 1985, |

Tiorzin~ contitirmn in the car industry in the irdustrialized courtries

In the industrialized countrics there are twoe factors which, coubined,
increcase the production cests: wage increases and the growing demond for
better worlcing conditionse This second factor varies in degree from country,
to country depending on the level of education snd ergenizatien and the
type o 1lubivr employeds Fevertheless, wo can expect inorezcing pressur: ler
x irorsvermrt in vworkting eomlitiana Curing the next {sn elrn, morticularly
12 woritery wad pre,at the msaerd; spplared in giher cevmtiies Jind it susler

to obtain jobs In thelr emuintyies 67 origin $hon ther 4o nov -
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o major share of demand to public transport soon run up against the problen =

-3

Cortain types ef work are already - and will incrooasingly be « frojected hy
local laboure Consoquently, research into jeb enhfncenment can be ecxnaciad
t0 increase, Adrittedly, the resultas of stulies into the effect on prolTi-hi-
lity of changes in work organizatien havo, se far, net always boen .

pronisinge

Houever, we should not underestinate the effeocts which a reform of work
organizatien would have on employees' job satisfaction, absentecism and
staff tornover, on the flexibility of the production system and, consequan-
tly, on tho firm's efficiencye .

At all events, étudies are being carried out into the automation of
productioen processes to reduce costs and enable car manufacturers to beoone
nore conpatitivee Productivity will be inproved and manpower in the induatry
will gradually decline 3 this will mecn that some workiers will have to

be retraineds Theso left in the car industry will be more highly qualificd
+& operate nmore sophisticé."ted machinery; hoceptal’ole' vozking conditieons will
havo to be created for them in theso more efficicent production unitse.

The rols of the cor in the trausport eysten

The car plays a major rolé in the current tranaspert erctems In 1972 it accounted
for over 80 ¢ of private transpert and around 50 % of goods trénsport within

the Comznmnitye

Despite the poor economic climate theye is still a high degree of mobilipy:
tho avezege distance covered by each g$ndividual has increased by 6.5 % cach
yeer * thuz the passanger-km demand will double by 19861.

Hoir will the pattern of demand between the diffcrent modes ef tronsport ch.,,‘s
in the n=xt ten yzors? This depends {0 a certain externt on the policies '

edopted by the lenmber States as regards public transporte Attempis te trovsicr

. t
the recuisite investilent and the. enormous cost of operating a publie tranvort
system which could offer corparable saervices to those which tho private ovv2t
oWiaiz from his care '
There wre, hewever, cascs where the devlepment of public trancpert viil boly

to change the pattern of road vehiole use

-
4 Informrtion rece;ved frem the Battslle Inotitute in Jeiewa-

2.5 ey
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The introduction of (primarily rail) highi-spoed overland links, partieularly
1n inter-city servicos, will help to -estrict the use of the car, dbut only

on certain major routes,

As we have seen above, the generé.l introduction of measures to combat congcoe
t+ion and improve living conditiens in towm centres (restriction on the number

. of private vehicles allowed into city centres, perlestrié.n zones and improve-
ment of public trahsport) will also affect the pattern of car usages However,
if we accept, as sone esperts have predictcd, that ur‘bé.n and Ssuburben publiec
transport traffic will increase by 100 % by 1985, the volume of private vehicle
traffic will also rise by 35 % compared with its present levell. It is therew
fore cxpected that the number of vehicles in tho Comrmnity will rise in -
keoping with the abow-mentioned exponsion of the marliste It should also be
notcc} that the bus uill play a leading role in the expansion of publioc transpor:
‘gervices: neiyl neans of urban transpert will enly be introduced groduaily in

the period under consideratione

At the nonment controversy still surpounds the pocsible effects which the
development of telecommmnications will kave on transpert demande Never;heless,
sone effect will probably be felt in the peried in questione

4e Tecchriolorical development of the cap

The pain factors which will influence {ho technological developnent ef the

car in the next years are as followss

(1) the nesd to comply with legislajion regarding pellution, noise and
gafety; _ '
(2) the scarch for ecconormy of use cnd maintenance eof vehiclesj

(3) reduction in monufecturing costee

Conmpanies will have to spend substantial amounts on research in.order to

achievs these objectivese

As regards pollution the current permiticd lovels for noxiow guses can be
nmot by fitting catalytic cenverters or thermal rcactors to current types of
wnrines In the longer term, mojor medificotions will bave to be made teo
carvent tynes of ceugine or intrignic iy ¢leon typeo of prepulsien umits

auvelos 32 10 thoe standards are oie pore trivrants

[:

' Sourcsz o A05Mnreject 33 s Forward stwly of vio riquircae.s ol Eugopean
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The sane censideratiom appISr in respect of noisce
Safety must be inmproved by perfeoting equipnent whose efficiency will bo
woighed against its effects/ﬁ?ico and against the energy consumption factore

As far as enwing are concerned, there is at the nement no shert-term
substitute for the conventienal internal coribustion engine. However, this
trill have to be further developed in the naxt fen years to mcet onvironnental -
stonlords and energy conéewation requirenentse The dovelopnent of elecs:
tronic ignition and‘injection systexs is élrcaiv a step in this directions

The diesel engine, which can be still further improved, will probably be used
minl& fer light commercial vehicles but will alse be fitted in more private

CarsSe

The dovelopnent of environmental standards will certainly promote the introw
duction of the stratified-charge engine and later, towards 1985, of external
cozbustion engines (otlrl =8 engine)e In its initial production stage, the
Btirling engine might uel. play an important role in urbsn comemial vehiclege
The future of gas turbines is still wacertain and will depend on the developusnt
of new raterials capable of resisting high tenperaturese

The electric vchicle is very interesting from the viewpeints of tho environ—

nent and the divercification of energy sourcese Unfortunately, ne solution

has yet becen found to the problen of storing the electric ererzy in a form -
vhich would give theose vehicles with the sane perfermance as thot of convene
tiorzl vchiclese Currently-available 'batterlcs already olloew of eavisa; fmg
the use of such vchioles fer urban purpesocs (vans and busss) end  of
obtaining accoptoblo cnergr efficiency and operating costsj hewover, construc-
tion costs are still high.; The likely progress in battery development should
notobly improver the situation by the early cighticse However, the best solue
tion fron many vicupoints = particularly that of energy congservation = is the
developuent of a type of fuel celle This docs not seen very likely until the

nineties,

Of the possible altermztive fuels to oil, methanol is manufactured frem ceal
or natural gage It can be used unnixed or - pore convoeniently in current
types of engines « nmixed with ordinary p&trol (10 - 15 ¢ methanolwill raise
the octane l?véi and replace lead)e I3s gcneml introduction is, however i

Jhindored by production capsoity problemse The gaseous fuels (nethane and
hydrogen) would neccsmta.te excescuve xodlflca.tion of the storaze and distribu-
tion infrastructure, 1.- to e brou,:,at inte voncml uge in the next fifteen Jearse
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Changes will have to be made in the pateriala uced, to make vehicler lighter,
and to reniler construction and assgeubly mwethods more econocical ¢ tle use of
light «lloys, nl.;..stm" and prin terl circuits should make tiis possibles In

order to ensure a nore effici ent vtilizztion of o materizls, rerearocl should

also ho carried out into vehicle depisn to izprove wekicle 1ife and enable
:.ate:'iale to be moro casily recycled thun ir at the moment possitle,

5. woerld ravicet shares

The annual world market will be approximatily 39 million vehicles in 19080 .
end 45 willion in 1985 comparec with 34.2 million in 1974. It is worinvhile
looiiing at the factors wnich wight affect producers' sharer of +tue mariroi in

this period,

(a) Jzpunese car produ~tion will increazs dramatically, Japanese forecoste
enviesnze an incrasse of 1.¢ million an 243 million in ansnal yrocmction

of all vehicles in 1920 and 195-5 respectively, over the €.5 millicn

23

vehicles nilt in 19741. Japa.m.so rrocuction exhibits an ercenticraily

hizh level of productivity, wvhich encbles the Janwrece nomuiasiurers i

prices vell telow tiose of tie Juropesn marufacturers,

If *hase forecacis are currecty, Japan will gzin an important szars of

nling moriiete Competiticen with thie country viil le exiream:ly di

el

¢msll their cars

en erpar
difficult in the next ten yerict,

~

. . X . . N »
(v) ‘rericin producers export very feu privaie vericles ot ihe noment (1.3 %

of 1975 producilion, exclvding Cosneda)e However, tiey now iniend e
produce veliclesz of a similay engine caparity 1o that of Turope.n and
Consequently, Buropezn and Japarnecse exioris to the UdSA

Joprneue carze
are likely to min into difficuliies around 1680 and, if the monelary

giluetion continues to favour frericar e:cpor.m, Anercian nanufaciurers

will Pesin to maite their prescace felt on the szarketn ol non-senter
covniries, ' )
(¢) Santera block countries will increzso their nroduciion in the next ten

yeurr and vecoze sesious corpeiitors, at least on tiie marketa of rox

ver countriese .\lthough their intermsl denand will s tound to rise,
ﬂaey san remdate ity und recerve & certsin proporiion of iheir produciiou

for evporis if they need forsiin curreac; to dbuy grodc in the Weste

L —
— L4 GBS ke o tha e 6 he Bed danae s o e - e — Y
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Rer-:ort'b)'.' In&ustria\s'trui:'ttiré Councit of. MITI (Oct. 1975)
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(d) Production in countries such an Spain, tho Ar;;cn‘tine. Brazil, Souik Africa
and Lustralio will develop as a resul’ of bVetter orsunizations The effect
¢ their cozpetition is beginning Yo extesnd Ybeyond their torder-e This
pressure will certainly inecrease; aroa:d 1985 and thereafter this will
‘be accéupanied Yy coxnpetition from daveloping countriez which are now
making efforte to dovelop their owr car industries,

I, Priority cbiectives For the car indusir:

N

It s clear from the foregoing that in the period 197%-<1985 the Zwrpoplan ceor

induriry will face ilie greatest cdifficuliies it has ever kuiowne These will be @

(a) very low initial <lamand, which will ouly pick up slightly in an econony

. wldch is {rying to return 10 w: cven keol;

(b) =2 urzent need to prevent excesnive rimes ir troduction cozts whilst
various factere are making lahour more expencive, and iiie conctrainis
- on the uve of vchicles are increusing in corplexity and nevesaiteiirng

' considerable researcn efforts;
(¢) a %rend in world car procdustion which will lesd to incressingly. lharsher

cempetitiore

Tre Zuro;can car irdustrr will therofors orly be able to prevent oxr delav iie

=aduzl ¢ording cf its gnrare of the world rarket 1y inecreasing its commetitiviize
(= - v i

T can do thic ¥y @
(a) contiruoucly imoroving productivity;
- '3 » - L] - { '
(b) retaining its lead in car tecimnlogy;
(¢) mairtcining e situation of gelive cowpeiition on the inlevnzl mariet;
(d) cevelanins its evierral sales owllets by intensive rarkeling efforis,

The véry nature of the car industry and the merket it supplies make the cor
industry itmelf recponsible for most of the measures necessary to improve its
competitivity. Action by the liember {itates or the Community can be taken only
in certain fieldse .




ACTTON %0 ¥I TAKZ! BY "R CAR INDUSHRY ITSELR

l. llearures in resnect of irdustrial strvecturen
Concentration increased steudily in the Buropean cer industry during the last
decades, however, the size of its coupanies,’as an average °, still sizaller than

that of its major Japanese ox Auerican competitorse. The further concentrations

ghould be left to the initiative of the industry iiself, they will have to cafe=

gward an efficient competition between groupse Should some of them still take place,
it would be decirable for them to be at transnational level, and to be conceived
in a rationzl way allowing gains in production and distribution costs.

2¢ Cooreralion in recearch

It is partieularly irmportant that the European car industry maintains its lead

in the cor technology, which is now being challenged ty some of its cormpetitore.

In view of tne trend towaris increzsed production coests iun Europe, the car inldusiry
could find outlets in the sale of sopnisticated vehicles, original techniques'and
productior units in %the future It cowdd gradually become a supplier of tecinolosy
rather than of finished producise Thie industry wonld de well advised to Civerszif.
liew solutions will «lso hsve to te found irn view of the constraintis put on the car
by environmental und eneryy conservaiion considerationecs Encrrous vesearch efforts

%ill have 10 be mace. It is in manufacturers' own interests to work out forzs of

.cooperation, without infringing Communiiy rule of competition, so that ilLer can

cope vitn the grecl expenne and the risks inherent in such basic researche

3¢ Inverirert mensures

Tiie nced to resist external competition shculd force manufacturers to improve the

- produciivity of their plants. Hezavy invesireul will be required to rutiocalize

rroductior. and to autonate manufacturing procecses as far as possidle. There secen

to be 4technical econonic and social limits to automatione here i much to be done

~in this field 1o develop an automated work cycle which is s%till acceptialle to tle

human operaivrse Sindiecs should be continued to find this halance between gociad

and eccnonic interestis.

4e The gerrch tor exismal mariets

In the face of the medium~ierm threzt to the cxport prospecie for European vehicleg,
the induztry's lezders should redoublie their efforts to penetrate world markeis.

Tney muy recoive Cominuniiy aid to reaove technical and otier non-tariff barriers
to free world irzde, e.ge through tariff discucsions (E:xtt). However, only by
carrying out marketing studics theicelves can the firms decide which market: 1o

attack, what strategies to adopt and what products to pushe
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IV, ACTION BY TIHE PUBLIC AUTHORITIIS

1, Speedin~ un the harmonization of national laws

The dezree of success to be nchieved in stepping up preductivity and
enlaorging foreign sales outlets depends on the extent to which the

Community's motor vehicle narket is truly a single market with as few

_trade barriers as possible, Quite apart from the disparitics between the

currencies and the fiscal differences within the Community - which should
be eliminated — it should be possible to remove those barriers resulting
from the differences in national laws on technical matters, For the
manufacturers (who =ell three—quarters of their production in the
Community) these continuing differences are the cause of unnecessary
costs, Given the benefit that would result from harmenigzing standards,
the considerable delays experienced between the date when a measure being
finalized and that of its coming into force or, even worse, the unilateral
introduction of new variations by sane countries, are quite senseless,
The political will te pregross rapidly in this sphere (including the
matter of lorry weight ar?’ dimensions) should not encounter toe nany
difficulties on the way,

2. Harmonization of inter:smtion and national suhsidies

Certain forms of state i- jervention in the management and financing of
companies can end up by égqntefacting those changzes in industrial structures
which would normally be t:.ought about by market trends, While selective
intervention mayr be regar-.cd a3 positive as long as the measure is
tenporary, is gradually withdrawn and results in the beneficiary company
being able to hold its own in the face of competition, it is anything

but pesitive wnen it results in inadequate structures being shored up.

In the end much action would lead to the creation of yet another

subsidized sector. '

In addition, where this type of intervention is relied en to relieve a
purcly national situation, and leaving out of account the Community

background, this cen cause errors in assessing the econanics of the sector.




- 14 - .- oo

From this point of view, maintaining or extending & natienal capacity
might unduly hindor a similar development in another lember State or
simply shift elsewhere the difficulties it had been hoped te selve,

If the aim is to bring about balanced growth, aveid cestly waste and
disrupt conpetition as little as possible, it is important that natienal
aid policies on the metor industry should be ce—erdinated, In any casec,
since these are state subsidies, they may be considered and granted only
in accordance with the rules and prbcedures governing ceapetitien which
are set out on this subject in the EEC Treaty, -

)

3, Interveation in the field of rescarch and develonment

In the atmosphere of iniense competition which will in future characterize
the motor vehicle market, a technolegical headstart will remain a majer
esset, In order t;'mecx the constraints imposed by envirenmental and
safety regulations, and the need to conserve energy and cut manufacturing
costs, the indusiry will have te make an enormous research and developaent
effort,

Given the very difficult ccononic conditions in which they will be
eperating, it is not certain that the companies will succeed in investing
in the type of rcsearch required if their compstitivity is to Ve enuﬁred,
To alterate the situation, it might be worth considering some Community
participation to financial support of this recearch; in some instances,
this partiéipation could ve distributed between soveral cempanies with a

view to cooperative work (see paragraph III, 2).

The main field for this type of cecperation, where subsidies might be
considered; would be basic research, partioularly on pollutien, safety and
energy economy; this could also apply to ceoperative research in the
matericls field, The Member States already subsidize specifio research
projects and it would be beneficial to compare the varjous programmes with
& view to identifying the areas whare coordination weild be pessible,




Another area in which it might prove beneficial to erganize research at
Conmunity level is that of electric vehicles which represent an excellent
zolution from the point ef viEW'of the environment and the diversification
of sources of energy, The potential benefits have been realized since

sone of the Community's large electricity cdmﬁanies have already pooled,

or are on the point of pooling, their efforts in erder to pramots this type
of vehicle, It would appear that in this séctor, an approppiate methed

is to carry out in common demonstration projects, whilst at the same

time supporting research on new batteries and fuel cells,

4. Foresceoble trends in the sector and their effect on emplovment

The actions and measures considered above should have the effect of
maintaining the present level ef activity in the BEuropean moter industfy
or should at least postpone a drop in activity as far as possible, But
even if the present level is maintained = and even more so if it drops =
the need to reduce the lgbour force in the industry will become evident
in the next ten Years and even beyond that,

The interaction of three main factors will bring about this reduction:

a) Until the point is reached where demond on average absorbs full
production capacity (in theory 1979-1980), there will be & surplus of
labour, This situation will exert some degree of pressure teo lay off
persennel .

b) In order to cut produciion costs and remain coapetitive, the industry
will have to augment its productivity by rationalizing and automating
its production machinery, Productivity will probably increase faster
than tlhe foreseeable market growth rate: this will result in the labour
force being reduced, If the industry does not succeed in becoming mere
conpetitive it will lose an increasing preportion of 3he market and,
again, the effect.will be that the labour force is reduced, .
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c) Thao effects of tfahsfcrring preiuction, and therefore Jjobs, to developing
countries will be felt in the mediun~ters.

The need to reduce the labour forcs raises serious preblems for the industry

itself as well as for the workers, Illence the first esgential is te

" eatadlish the need for tlie precess in people's minds, -This should be dons

through consultations between the Community Institutions, the llember States

"and of both sides of industry representatives, in which all possible

solutions for safesuarding jobs are considsred, Yet, if the car
manufacturing industry were forced to maintain sufplus labour, ils efforts
to becone more comnetitive would he bound to fail, Actien by the public
anthorities will prohably therefore be required te find alternative jobs
for 2ll those who, in the next few jears, will be forced to leave the car

nanufacturing indusiry or will be uniinle to find jobs in it,

It is at present very difficult t» put a.preciee-figurc to thc nuzter of
jobs lili2ly to he lost in the indusiry in the rnext ten yesrs. In 1379 the
car intustry dirsctly enployed 1 300 000 persons in the Courunity; in
sddition approxinately 1 600 COO w2re cmployed in eelling and repairirz care

&t a rough cstinmaie,.:tMoreover, 1 800 000 jobs - in the car accestories
ihdustry, in indastries pfoducing the requisitc materials (steel, glacs,
rubder, plastics, textiles, etc,) and in cudcontracting — depandsd ou ihe
cor manulacturing industry, Therc ore substzntial crounds for believing
that in the cozing dzcele the industry e3 a whole will gradually locse

oeveral hundred thousan. of its present total of jous.

Tiis kind of estimate, which cznnot be supnortel by precisa fisurss unless
detaiied studies are nade, clearly caphasisies the scale of the probdblem,

But it is not of great practical interest since it is very general and since
not all industrial undertal:ings will be aff'ected in the same war, Some
firms have already cut dowm the muiber of jobs in some of their factories,

wnilst others have to maintain a surplus af lahour. The nurket share of

tho various manufacturers can vary with the success of their models.
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Conpanies may decide to close down subsidiary assembly plante, particularly
in countries othar than that in ﬁhich they Lave their head office. There
nay be mergers, All these different possibilities mean that, if an
interventinn‘aystem is to be devised, the situation mus{ be studied region

by region.

Tais is all the more necessary since the pattern of intervention will vary
according 1o a given rezion's industrial structure. The problem may bé
tackled by coneidering the special case of the motor industry, but it will
probably rapidly trahspire that, at a time when many other industries sre
aloso going through a period of change, what 6hou1d really be examined is

the entire industrial fabric of a region,

The questien as to which alternative activitics should be developed is one
of the delicate problems that will have to be exanined, It appears that
at least part of the labour force which is gradually relcased by the motor
industry could'find work in public transport, particularly urban transnport,
which is to be extended considerably over the next few years, But here
again solutions will have to be sousht in the light of regional
specializations, since it might turn out to be the casec that a company
vhich is active in an industry rcgardcd as depressed nay be making a goosd
.eccoiionic showing in a particular region. It may be that the solution lies
ot lccal level, by extending the activities of such companies,

A further conplicating factor is tﬁc growing imbalance between supply of

‘and deaand for labour in the motor indusiry. For the next ten ycars the
industry will remain lebour-~intensive, particularly in asscably planise DBut,
incroaéingly, workers in developed countries are rejecting asseahly-linp

Jjobs which, in most of these countries, are now being taken en by immigrant
labour, There are several aspécts to» the problems

a) How does one change the way in which production is erganized so that,

et the seme time as cutting costs, greater job satiafactien is provided 7
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and so that, once immigrant labour becemes scarce, the form of
organization is acceptable te native labour which, in addition, will de
threatened by high rates of unemployment over the next few years ?

b) Howw can the industry be persuaded to invest in more "hunan" producfiun

systens ?

¢) How does ane irain the qualified technicians needed %o operate

installations in which operations will become increasingly automated ?

The research and analysis required as a basis for forecasting regional
variations in employmen’ and devising new production systems shouid be
begun soon, since the tosk will be complex and will take a longz time, Thae
work should fit into the industrial, regional and social pelicies and should
dray on the studies of local structures available for a good nuuber of the
Community's regions, Any intervention resulfing from tlis research couid
boe financed partly by the Social Fund and partly by the Regional Fund, in

accordance with their respective procedures, and so far as their rules permit,

S5¢ Actions at Comrunity level

The ain of the actions, whose details and impleﬁcntaxion nethods are described
above, will be {o enable the motor industry to remain a8 competitive as
possivle in the face of shorp internationel competition and the constraintu
inposcd from outside which are, nevertheless, hased on economic and social
notives, It is advisadble to specify that the problems, linked te the
constraints applied to motor—car construction and use, will be dealt with

in the frame of the specific comumon policies, as for example those

concerning environnent, energy, transport or the removal of barriérs to
'trade., ‘ '




Seen in this light, the elahorated actions should help to provide solutions
%0 the prohlens discussed in points 1-4 of this chapter, They should
constitute the main lines of 2@ Cemmunity programme, Such a prezramme
would require the cooperatien of 211 parties involved with the smector -
the Community, the Member States, industry and the trade unions, It is
propesed that an "ad hoc" group made up of representatives of the ezber
Statés and the Commission be set up, The Canmission weyld undertake the
following tasks: '

&) the Commicsioen would gather and update basic informatien cencerning
the sector, e.g.:
- basic data concerning the Community car industry and dependent
industries (structure, geographical posxtlon, enployment, financial
‘analysis); '

'~ forecasts of world trends in the moter vehicle market, for ten years
ehead if possible'

- anv information contributing towards deternlnlng the marl-et shar«s

and providing an insight into future trends in these sheres;

. b) on the basis of this information and by consulting both sides of industry,
the Commission would aseess the influence of the foreseeable trends

on the competitivencss of the Buropean 1ndus»ry and on employzent in it;

c) study the measures that should be taken to reduce the harmful effecty
of these trends, Once the Commission has formed. some vreliminary
conclusions on future market trends, the ad hoc group could take up
its duties, These would include:

=~ periedically to review the results of any analyses made by the

Cozmission, and to give its opinion en these results;
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= to compare nationally-{inanced research programmes and to meck to

align them with each other; -

- to asgist 1n'working out Comnunity research pregraumes;

- to digcuss any meagures ef any sort which might de envisaged at

natiénal level and might qffect the motor vehicle market;

« in the light of their implications for the policy eventually adopted
for the sector, to assist in aligning any national subsidy measures

that might be-presented for consideration;
~ whera appropriate, to determine what measures would be beat suited,
to spoed up the vrocess of remeving the present technical barriery

to trade and prevent the creation of new borriers,

6. Tanlamentation of ithe ahove actiens

The actiona, which will be defined in the frame of the sbove groups, could
involve recourse to the Social Fund, Regienal Fund or E,I.B., or, should

the occasion arise, from the subject of proposals to the Council.






