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Commission statement on the
European automobile industry



Background and objectives

1. In October 1980 the Commission sent to
the European Parliament, the Offices of the
Permanent Representatives, the Economic and
Social Committee, the trade associations and
the trade unions an information paper on the
situation in the automobile industry. !

Parliament has held a wide-ranging debate on
this industry, resulting in the adoption of a
resolution on 13 January 1981.2

The trade associations and the trade unions
have expressed their opinions in detailed posi-

tion papers.

The Economic and Social Committee has
decided to set up a working party on the auto-
mobile industry.

Lastly, the Commission has repeatedly brought
to the attention of the Council the need for a
common commercial policy towards Japan, the
importance of which was recently highlighted
by the voluntary restraint agreement concerning
Japanese automobile exports to the United
States.

All the economic and social parties involved
now broadly agree in their analysis of the situa-
tion and on the extent of the changes which
must be made by the European automobile
industry. It must continue to play the leading
role which it enjoys in the Community by main-
taining its international competitiveness. Faced
with Japanese competition, the aims of the
American industry and the emergence of new
producers, the European industry must con-
tinue to adapt its industrial and commercial
base which is vulnerable because automobile
construction is so heterogeneous and manufac-
ture of components so dispersed. This calls for
increased efforts to rationalize the apparatus of
production, to exploit and develop existing
technological knowhow and to improve the
efficiency of the distribution systems.

Naturally, it is the companies themselves that
are the most directly concerned, and the main
responsibility for taking action lies with them.
Nevertheless, all economic operators which
have an interest in, or have some measure of
responsibility for ensuring that this industry

! Fourteenth General Report, point 156.
2 0J C28,9.2. 1981; Bull. EC 1-1981, point 2.3.7.
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runs smoothly should do all in their power to
encourage its development.

The European automobile industry needs an
economic environment in which it can continue
with and step up the adjustments it has
embarked on in order to improve its competi-
tiveness, adjustments which entail a consider-
able amount of investment.

2. Against this background and in view of the
difficult situation on the world and European
markets, the Commission considers it necessary
to examine this sector in order to express in
detail its opinion on the problems facing the
automobile industry.

The study ‘Structure and prospects of the Euro-
pean automobile industry—1981° has three
main objectives:

¢ to give a reply to all the economic operators
involved in the smooth functioning of the auto-
mobile industry in response to the positions
they have expressed, and call upon them to
shoulder their responsibilities along the lines
proposed. The document is in this respect a
starting point; it will be expanded as regards
matters relating to components and distribution
and will be regularly updated;

® to serve as a reference in the context of the
discussions with the other industrialized coun-
tries (USA, Japan, Sweden, etc.) on the pros-
pects of the automobile industry; it specifies
the points on which it is necessary to adopt a
position in order to begin a dialogue of this
kind. Such exchanges of views should not be
restricted to a discussion of short-term prob-
lems and the examination of economic ques-
tions. In view of the international character of
the automobile industry, and the growing inter-
penetration of production and trading struc-
tures, the assessments made of the long-term
prospects of this branch of industry should be
compared;

¢ to reply to the resolution on the automobile
industry adopted by Parliament on 13 January
1981. In this respect, this document will also be
of interest to all the other Community institu-
tions and bodies. The Community institutions
have no mandate to determine and implement
the requisite changes in this sector. The main
responsibility for taking action lies with the
firms concerned. However, the Commission is
anxious to ensure that the best possible use is
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made of the instruments at its disposal in the
current situation.

Community action

3. The Commission proposes to carry out a
series of coordinated measures aimed at sup-
porting the efforts of the European automobile
industry to improve its competitiveness, at
facilitating the adjustments required and at
creating an appropriate economic environment.

This action, which must be carried out in close
cooperation with the Member States, will focus
on four aspects:

The internal market

4. It is imperative to strengthen the internal
market and to derive maximum benefit from its
inherent dynamics, i.e. from the combination of
the various advantages arising from its size.
Efforts will be made to create a more propitious
climate for the Community’s automobile indus-

try by:

o Striving for greater harmonization of those
aspects which have not yet been brought into
line, in particular where taxations and energy
are concerned. The Commission would
emphasize in this respect the drawbacks of the
continuing differences between the national
taxation systems which have caused a fragmen-
tation of the Community market. It would like
its endeavours as regards the harmonization of
tax structures to be accompanied by action by
the Member States to approximate the rates and
levels of motor vehicle taxation, and in parti-
cular VAT on vehicles and motor fuel taxation.
The measures in question should be designed
not to discourage automobile purchases in the
Community and to encourage energy savings.
They might, for instance, result in the approxi-
mation of purchase taxes at a level significantly
lower than that of certain Member States, with
excise duties on motor fuel being kept at a high
level.

o Adapting legislation to developments in the
economic, technological and energy fields.
Often in the past, matters relating to legislation
have been discussed with too little concern for
the general context. An approach must be
found which covers the safety, environmental
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and energy-saving aspects all at the same time.
It must be devised collectively and must aim at
setting medium- and long-term objectives
designed to provide companies in the automo-
bile industry, where lead times are major con-
straints,! with the information that they need in
order to shape their development. A method
such as this, and the adoption of Community
type-approval for motor vehicles, would also
encourage our car makers to be more dynamic,
particularly in their relations with their partners
in other parts of the world, and would set the
scene for a constructive dialogue with non-
Community countries.

o Promoting innovation through a set of one-off
or ongoing operations, the main aim of which
would be to help the Community industry gain
a better awareness of requirements and possi-
bilities, and which could consist in:

taking stock of  research, development and
innovation work under way or planned in the
Community, so as to have a clearer idea of
what has been achieved and clarify the options;

making a contribution to the pursuit of studies
or pilot projects recognized as being very
important (gas turbines, multi-fuel engines,
etc.);

setting up observation and joint consultation
machinery the purpose of which would be to
provide all the parties concerned with informa-
tion and constitute a forum for exchanges of
views on developments abroad, and the long-
term requirements on the various markets
throughout the world etc.;

encouraging the setting up of or involvement
with technical centres for research and innova-
tion concerning automobile components;

defining coordinated research programmes
involving industry, universities and public
authorities, and setting up centres of excellence
for advanced technology, bringing together
car-makers, accessories manufacturers and
State-run laboratories (in connection with
high-temperature materials or composite mate-
rials, for example).

! It takes about five years to advance from the design stage to
series production of & new model.



The structural development of the
industry

5. The Commission has special responsibili-
ties here because of its powers in the field of
competition and the financial instruments at its
disposal.

Maintaining and improving the competitive-
ness of the European motor industry must be
the essential aim of structural adjustments.
Consequently:

¢ When applying the Community competition
rules the Commission will give due considera-
tion to the need for closer cooperation — both
within the industry and with other industries
earlier or later in the production chain — which
does not distort competition on the world mar-
ket. This assessment is naturally based on the
principle that the common market remains
open.

¢ Where State aid is concerned the Commis-
sion will supplement the existing rules by set-
ting up a system for the post-monitoring of
national aid, including specific aid as well as
the application of non-specific schemes to the
automobile sector. Indiscriminate use of public
funds could lead to overcapacity; it might rein-
force the trend towards protectionist measures
or encourage the granting of different aid later,
for conversion purposes. Moreover, the Mem-
ber States with limited funds available would
be the ones most affected by a ‘beggar-my-
neighbour’ approach to State aid.

This system would increase the information at
the Commission’s disposal.

It would ensure greater overall transparency,
and provide a common reference basis for dis-
cussions between the Commission and the
Member States concerning matters relating to
adjustment by the industry, thereby enhancing
the discipline required as regards the granting
of aid and averting the danger of overcapacity
arising within the Community.

e Lastly, the use of Community instruments for
the benefit of the motor industry, which has
received considerable support in recent years,
will have to satisfy criteria aimed at encourag-
ing the industry’s efforts to improve its produc-
tivity and to rationalize components produc-
tion, taking into account the different situations
and locations of Community firms.

These criteria will be designed to contribute to
greater integration of activities in the Com-
munity, to encourage investment in the high-
value-added stages of production and to pro-
mote technological development and automa-
tion.

Only by increasing competitiveness and by
applying technological advances rapidly can
jobs be safeguarded, not only in the automobile
industry but also in the industries which supply
it and depend on it.

These new criteria might also serve as a refer-
ence basis for the Member States and thus have
a stimulating effect.

Changes in employment

6. The Commission attaches great importance
to the questions relating to employment, which
must also be taken into consideration along
with and on the same basis as the other aspects.
Given the rapidly changing economic and
industrial conditions, it is particularly impor-
tant that all the economic operators concerned
should display the dynamism and flexibility
that the scale of the adjustment required
entails. First, a clearer picture must be gained
of the effects on employment and working con-
ditions that the changes which the industry is
currently undergoing will have. This is a prere-
quisite for effective action in this field. In the
current situation, the lack of adequate informa-
tion and detailed research on this subject is dis-
turbing — it restricts both the number of ways
of adapting to the changes in practice and the
companies’ ability to find staff which satisfy
their requirements.

The Commission will look into this problem in
more detail. First of all, it will collect and eval-
uate, if possible at the level of the various
regions, information and forecasts relating to
the consequences that changes in production,
and in particular automation, might have as
regards employment, qualifications and work-
ing conditions, and contribute to the work to be
done to this end.

Dialogue with the Community’s
trading partners

7. As an exporter, the Community’s car indus-
try needs to be competitive on the world mar-
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ket. This will only be possible in the context of
an open market. In its efforts to find solutions
to international problems, the Commission will
seek to draw full advantages from the current
trend towards greater international integration
of automobile production, as witnessed by the
growing number of cooperation agreements
and external investments:

* with a view to rationalization and stabiliza-
tion of commercial structures, based on
increased trade in components, spare parts and
technology;

¢ by means of a coherent Community commer-
cial policy towards non-Community countries.
The present situation, and the concomitant
fragmentation of the market, have slowed down
the process of adapting the Community indus-
try. The efforts to bring national strategies into
line under a common commercial policy
implies a gradual adjustment of imports into
the Community as a whole and the promotion
of exports to non-member countries.

The Commission will actively pursue the dia-
logue with its trading partners in order to arrive
at the desired results.

These guidelines and the underlying analysis
on which they are based are set out in detail in
‘Structure and prospects of the European auto-
mobile industry—1981°.

The Commission intends to hold discussions
with the other Community institutions and
bodies, governments, the trade associations and
the trade unions and its main trading partners
in the next few months in order to build on the
ideas expressed in this document.
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Summary

8. The European automobile industry is faced
with one of the most fundamental changes in
its history, and the magnitude of the adjust-
ments to be pursued is now generally realized.

The firms in this industry are, of course, the
parties most directly concerned, but the struc-
tural adjustment needed is so great that all the
economic operators affected by the automobile
industry have a part to play in this process.

A careful examination of the facts is needed in
order to see what the various parties can and
must do in order to help this industry to adapt
to the changed circumstances.

In view of the problems facing the automaobile
industry, the Commission has thought it worth-
while to examine all the background informa-
tion at its disposal in order to produce a sum-
mary report. As the Commission is anxious that
the resources at its disposal should be adminis-
tered as efficiently as possible in the present
situation, an examination of what it is doing in
this connection has been incorporated into the
fabric of this analysis in order to give a clear
idea of the emphasis it wishes to impart. This
approach, which is set out in detail in this
paper, places the European industry in the
world context before taking a look at the likely
developments.

9. The main conclusions of this analysis can
be summarized as follows:

Automobile trends worldwide have entered a
new phase characterized by significant changes
in:

demand: the growth in demand has slowed
down, demand has become more international
in character, and its responsiveness to cyclical
factors has increased;

technology: this has now become a fundamental
factor in the competitiveness of firms, which
must incorporate it at a faster rate in products
and factories;

production: this is affected by rapid automation
and a redistribution of value-added towards
upstream industries and new sectors;

trade: there is, at one and the same time, a shift
towards the most efficient manufacturing areas
and a structural reallocation whereby finished
products are being replaced by components;

12

employment . influenced by the consequences of
the search for greater productivity and by the
need for more qualified manpower adapted to
the use of advanced technologies.

These trends obviously affect all carmakers. In
this context, the European automobile industry
has to cope with:

the competitiveness of the Japanese industry,
with its highly efficient productive apparatus,
low production costs (20 % to 30 % below those
of Community manufacturers), and unparal-
leled sales drive;

the ambitions of the US industry, which was put
out of its stride by the second oil crisis, but is
determined to restore its competitive position
by investing enormous sums of money;

the emergence of new competitors, who wish to
expand their trade and establish their industrial
growth on the basis of the automobile industry.

10. Over the last few decades, the automobile
industry has been a focal point for economic
development within the Community, not only
because of its direct impact but also because of
its stimulating effect on many basic industries.
In future, the Community automobile industry
can play a decisive role in the development of
high-technology industries (robots, electronics,
etc.).

It must, however:

keep up its trading strength, which is being
underminded by a weakening of its position on
the home market and the erosion of its position
on foreign markets;

reorganize its industrial base, which has a vul-
nerable look about it because of its heteroge-
neous character where motor vehicle manufac-
ture is concerned, and its dispersed character
where the manufacture of components is con-
cerned.

Despite these structural weaknesses, the Com-
munity automobile industry is capable of mak-
ing considerable progress:

by rationalizing its productive apparatus, i.c. by
streamlining its structures and modernizing its
equipment;

by exploiting and developing its technological
lead;
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by making better use of its distribution systems,
which can make a bigger contribution to the
effectiveness of its marketing efforts.

In order to adjust the productive structures,
with a view to making the industry more com-
petitive, there is a need:

where the industry is concerned.: for closer coop-
eration, which can quite easily be organized
without affecting the conditions of competition
adversely, and for particular attention to be
paid to State intervention;

in this connection, a Community system for the
post-monitoring of State aid would make it
possible to guarantee the requisite degree of
transparency and pave the way for the Commis-
sion and the Member States to pool their
thoughts with a view to making the adjustments
casier;

where the financial side is concerned: for large-
scale investment programmes entailing the
mobilization of  considerable financial
resources. It might be desirable to rethink the
criteria for the granting of Community support,
in order to encourage improvements in produc-
tivity and the rationalization of component
manufacture;

where technology is concerned: for the stimula-
tion of research and development as part of a
long-term view of the development of the
motor vehicle in general. This can only be
achieved by exploiting the spin-off resulting
from cooperation not only among firms but
also with public authorities, the universities and
all the parties concerned;

where regional and social aspects are concerned:
for the geographical reorganization of produc-
tion for the benefit of the less-favoured regions,
for the redistribution of labour between sectors
and for the qualitative redistribution of labour.
A consensus between the economic and social
partners and the relaxation of institutional rig-
idity would appear, in this respect, to be prere-
quisites for adjustments capable of reconciling
an improvement in working conditions with
better use of the productive apparatus.

11. The dynamics of the internal market
would appear to be the requisite catalyst for
this process:

by making it possible to create a more favour-
able general environment this presupposes closer

S. 2/81

harmonization of the conditions affecting the
motor vehicle in general in the Community
(transport, taxation and insurance matters) and
the continuation of the work to remove the bar-
riers to the creation of a genuine Community
motor vehicle market;

as a result of legislation being adjusted in line
with economic, technological and energy devel-
opments. In this respect, the Commission takes
the view that an overall approach is needed
which takes into account, at one and the same
time, energy-saving, environmental and safety
considerations with a view to obtaining a har-
monious body of legislation which will help to
defend the Community industry’s competitive
position. This presupposes, of course, that deci-
sions taken on the subject in relation to other
markets should also be taken into account.

12. Lastly, it is of vital importance for the
Community that its automobile industry should
make suitable adjustments so that it can slot
into the future framework of international equi-
libria. To this end:

trade patterns must not evolve in such a way as
to cause a shrinkage of the European industrial
base as a result of excessive, one-sided concen-
tration of trade on finished products. A careful
analysis of trends in the development of the
motor car clearly reveals the economic and
industrial capacity for securing — as a result of
increasing integration of motor vehicle manu-
facturing worldwide — stable, healthy commer-
cial structures founded on increased trade in
components and on the orderly future location
of production units;

investment outside the three main producing
areas is the most suitable way of bringing about
this new equilibrium by encouraging economic
interpenetration, an objective which is desirable
in the context of industrial cooperation, which
would now seem to be the only way of increas-
ing the sector’s economic effectiveness and
relieving the tension on the markets. Such
investment should therefore be encouraged in
the context of closer consultation between the
economic and political agencies concerned.
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Part One

The European automobile
industry in the world context

13. In order to assess the outlook for the
European automobile industry, we should first
of all place it in the world context, since the
only way to pinpoint the adjustments needed
so that it can take its place on favourable terms
in the context of the future pattern of econo-
mic, industrial and commercial equilibria is to
examine the strengths and weaknesses of the
Community automobile industry in relation to
the development of the conditions of interna-
tional competition.

With this aim in view, Part One of this report
seeks:

¢ to bring out the likely trends in the develop-
ment of the motor car and the factors liable to
affect the competitive position of the main
producing areas;

* to analyse, against this background, the
Community industry's advantages and disad-
vantages.

Development of the conditions
of international competition

14. The expansion of the motor car worldwide
has entered a new phase characterized by sub-
stantial changes in demand, technology, pro-
duction conditions and trade patterns. This is a
fact of life for all car-makers, but it is not the
only factor with which the European industry
must come to terms. There are also the ambi-
tions of the US automobile industry, and the
emergence of new competitors, not to mention
the competitiveness of the Japanese industry.

A new stage in the development of
the motor car

I15. Most experts who have examined the
main factors in the development of the motor
car have come to broadly similar conclusions
which in fact tend to give the lie to the idea of a
sector in crisis, at least in the sense in which

14

this term has been used to describe other indus-
tries in very serious difficulties.

The trends which have determined the develop-
ment of the motor car ever since it was invented
are still there in the background influencing the
sector’s long-term prospects. The main factor is,
of course, the increase in car ownership world-
wide, and the following figures give some idea
of the importance of this factor: while there are
540 cars in the United States (and 332 in the
Community) per 1000 inhabitants, the world
average is only 79 cars per 1 000 inhabitants. !

However, the world automobile industry has
entered a new phase not because of a change in
the nature of the factors determining its growth,
but because of changes in the relationships
between these factors which have combined to
lay the foundations for a new order.

An examination of these changes, which con-
cern the features of demand, the role of tech-
nology, production conditions and trade pat-
terns, makes it possible both to understand the
process of change which is under way and
explain the adjustments which require to be
made.

The features of demand

16. The demand for motor vehicles is, of
course, responsive to the general economic
environment, and in particular the conse-
quences of the energy crisis. The general down-
turn in demand, as a result of the second oil
crisis, is no different in this respect from the
downturn following the 1973 crisis, and the
experts are therefore not expecting demand to
pick up in 1981.

In the longer term, most of the sources avail-
able take the view that demand will probably
have three main features in the years ahead:

Slower growth

The number of cars sold worldwide rose by
5:6 % per annum between 1975 and 1980, but
the estimated average rate for the next five
years is some 3 % per annum, probably mainly
because of the gradual saturation of the tradi-

! Annex 1.
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tional markets in countries where car ownership
has reached a fairly high level, ! and the sensi-
tivity of the new markets to general economic
trends. Moreover, the evolution of the demand
is very uncertain, for it is difficult to assess the
repercussions of the profound changes which
will affect the automotive production and use
(rail/road balance on the one hand, and
public/private transport on the other).

A number of factors liable to influence the val-
idity of these forecasts and the possible conse-
quences if they turn out to be accurate should
be emphasized:

¢ The estimates in question relate to the num-
ber of vehicle registrations. However, the
increasing sophistication of motor cars, which
is likely to be accentuated as a result of fuel res-
trictions, entails a considerable increase in their
value added content. As a result of the lack of
forecasts of value added, the foreseeable trend
in demand in real economic terms is therefore
underestimated;

¢ The growing saturation of the motor vehicle
market in the developed countries, on which
these forecasts are based, could be called into
question as a result of the rapid obsolescence of
the vehicles now on the road because of sub-
stantial technical advances. In this case, motor
vehicles might be replaced more quickly on the
traditional markets, and the United States will
probably be the first country to witness such a
change.

Greater responsiveness to cyclical factors

The reasons for this are that the demand for
replacement vehicles is now the predominant
factor in the developed countries, and that the
developing countries and the planned-economy
countries (where most of the growth potential
of the new markets lies) are heavily dependent
on external energy sources.

Greater vehicle standardization

This applies at least as regards the basic fea-
tures and is the result of fuel-consumption and
cost constraints. This factor is particularly
important as it has major structural implica-
tions with regard to production conditions.

! Annex I.
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The role of technology

17. The role of technological advances in the
development of the motor car and the pace of
implementation of these advances have not
been particularly significant in recent decades.
The automobile industry has experienced a
long period of comparative technological stag-
nation: present motor vehicle design dates back
to the 1910s, series manufacturing to the 1920s,
and front-wheel drive, four-wheel independent
suspension and monopiece bodies to 1935 or
thereabouts. All the changes that have occurred
since the first energy crisis have now made the
ability to get to grips with technical advances
one of the decisive factors in firms’ competi-
tiveness.

The scientific back-up for the automobile
industry will increase considerably in the next
few years as a result of using new technologies
for engine design, for reducing vehicle weight,
for greater streamlining, and for optimizing
functions by making greater use of electronics.

While the most rapid progress will obviously be
achieved by improving existing systems, it is
extremely difficult to predict the radical inno-
vations that will be made and the time that will
be required to make them generally available,
because of uncertainties surrounding future
energy availabilities and costs, the decisions of
the public authorities and the strategies of the
main manufacturers.

One thing is certain, however — the firms’ tech-
nological capability will no longer be simply
one aspect of their competitiveness but a very
condition of their survival. In the years ahead,
therefore, the automobile industry will be the
scene of a significant technological revival as
regards both products and production pro-
cesses, and motor vehicles in general will con-
stitute a highly strategic sector for the compet-
ing countries.

Production conditions

18. The automobile industry’s production
conditions have developed over the years as
part of a constant striving for economies of
scale.

As a result of the considerable advances made
in the equipment industries, thanks to the use
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of electronics and the increasing uniformity of
demand, this striving is taking new forms —
which may be summarized under three head-
ings:

e automation of production processes;

e structural alterations to the production set-
up;

¢ switching of value-added between sectors.

Automation of production processes

19. The most advanced aspects of motor vehi-
cle manufacturing are in the forefront of the
automation of manufacturing processes: some
plants are already 97 % automated: the general-
ization of this development will be a feature of
the coming decade for the car-makers them-
selves and for the components manufacturers
and the upstream industries, as it is an essential
element of the firms’ competitiveness. For
example, 50 % of Japan’s industrial robot pro-
duction (Japan being the leading producer
worldwide) is already earmarked for the auto-
mobile industry, US manufacturers are plan-
ning to buy 5 billion dollars worth of new
machine-tools in the next five years, and cer-
tain European motor manufacturers are pro-
ducing automated equipment which is not sur-
passed anywhere in terms of technology.

This move towards automation, which is also a
decisive factor in the context of greater produc-
tion flexibility, combined with the increasingly
international character of the sector, is fuelling
a radical change in the production set-up.

Structural alterations to the production
set-up

20. The automobile industry has for a long
time been the epitome of assembly-line-based
mass production. Two factors have for a num-
ber of years been exerting a growing influence:

¢ The ‘world car’ concept resulting from the
increasing uniformity of the motor vehicle mar-
ket. The term ‘world car’ does not refer to the
manufacturing of identical vehicles for the
entire world market, but to the designing of cars
which can be assembled for different markets
from components made on a large scale in a
small number of production units;
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e Varying scales of production runs: car-mak-
ing can be divided into stages each of which,
according to studies carried out on the subject,
have different optimum scales of production. A
few figures will help to make this clearer. For
example, the minimum production level would
seem to be around 500 000 units per annum for
the manufacture of engines. On the other hand,
where assembly is concerned, annual runs of
100 000 to 150 000 units would make it possible
to exploit the essence of economies of scale.
Unit distribution and associated costs would be
halved if 500000 vehicles were produced
instead of 100 000.

These two factors naturally have a considerable
effect on the overall production set-up.

Switching of value-added between sectors

21. Increased use of highly-automated equip-
ment, the need to manufacture components on
an adequate production scale, and increasing
sophistication of vehicles ultimately entails a
redistribution of value-added between sectors:

e towards the manufacture of components, the
prime target area for the incorporation of tech-
nical advances;

e towards the equipment industries which
produce the machinery used;

e towards maintenance activities, meaning
both the maintenance of production equipment
and the maintenance of the vehicles themselves
(use of sophisticated checking and control
equipment, for example).

Special attention should be devoted to this
aspect, not only in order to assess the social
effects of the changes under way (a transfer of
value-added will also entail a transfer of jobs),
but also in order to assess the regional impact
(alteration of the geographical distribution of
production units) and the international impact
(implications for trade patterns).

Trade patterns

22. The above factors will inevitably have a
considerable impact on the development of
trade patterns, especially in conjunction with
the economic decisions of certain countries
with regard to the geographical distribution of
production activities.
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This impact is likely to be felt in the following
ways:

® A growing tendency for assembly units to be
located in the markets to be served, as a result
of a technical capability combined with the pol-
itical will of many countries to develop an
automobile industry;

¢ A corresponding increase in trade in compo-
nents, equipment and technology to the detri-
ment of trade in complete cars. The Com-
munity has already been affected by this
development.! In 1979, spare parts accounted
for more than 31 % of Community automotive
exports, compared with 23% in 1970. This
phenomenon should soon spread to the United
States. US manufacturers are expected to make
considerable purchases from their European
subsidiaries and from Japan, whose sales of
spare parts abroad will, according to certain
estimates account for 40% of automotive
exports in 1985, compared with 20 % at present.

*

The various manufacturing zones are in very
different positions for embarking on this new
stage in the development of the motor car, and
they have already planned their strategies.
When looking at the competition with which
the Community industry will have to come to
terms, three main factors should be taken into
account: the competitiveness of the Japanese
manufacturers, the intentions of the US manu-
facturers and the emergence of new producers.

The competitiveness of the
Japanese industry

23. This is the first challenge which the Euro-
pean automobile industry will have to meet.
Japan is the country which, in recent years, has
best succeeded in coping with the constraints
which are a feature of the new conditions sur-
rounding the development of the motor car
worldwide. The results are there for all to see,
but the important thing is to analyse the rea-
sons for this competitiveness and the outlook
for the future.

Results

24. In 1952 there were 100 000 foreign cars in
Japan out of a total of 130 000.

In 1980, Japan made 7 050 000 passenger cars,
more than 3 800 000 of which were exported.
Between 1970 and 1980, the Community’s auto-
mobile production remained virtually stable
and exports fell by nearly 23% in terms of
units, whereas Japan's production rose by
122 % and her exports by 426 %. !

The reasons for Japan's success

25. Many reasons have been advanced to
explain the success of the Japanese automobile
industry: productivity, social and labour fac-
tors, the exploitation of currency fluctuations,
etc. However, the reasons for the high degree of
competitiveness achieved by the Japanese
manufacturers cannot be broken down into
neat, individual packages, since it is the end-
product of (i) a long-term development
approach whereby investment decisions are
guided by encouraging the modernization of
processes and products, and (ii) an integrated
organizational set-up in which the optimum
level of industrial and commercial efficiency is
encouraged.

A long-term development strategy

26. Japanese firms generally adopt an
approach focusing more on the industrial side
than the financial side, in that they attach less
importance to immediate profitability than to
the consolidation of trading positions. This
expansionary policy has led Japanese manufac-
turers to devote a greater proportion of value-
added to investment than that earmarked by
their American or European competitors.
Between 1974 and 1977, the proportion of
value-added earmarked for investment by the
three main Japanese manufacturers was 35 %,
on average, compared with only around 18 %
for the ten main European companies and
barely 14 % for the four main American groups.

This investment effort, the funding of which
was made easier by considerable internal
resources and the implementation of which was

! Annex 2.
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facilitated by favourable tax provisions, has
focused on increasing production capacity and
improving productivity through the intensive
automation of production lines. According to
some estimates half of all the industrial robots
at present in existence worldwide are installed
in Japanese factories. ! Accordingly, in the last
twenty years, the productivity of the Japanese
automobile industry has increased twice as fast
as that of the European industry and four times
as fast as that of the US industry. Furthermore,
this investment by the Japanese manufacturers
could not have been so effective had there not
also been:

® a very rapid improvement in the qualifica-
tions of the workforce: in Japanese car facto-
ries, two-thirds of skilled and semi-skilled
workers have the equivalent of GCE A level
qualifications;

e considerable improvements in productivity in
the components industry: according to an
interim report on the car components industries
in the European Community and Japan, prod-
uctivity in this sector is twice the Community
average. This factor is of course particularly
important in view of the strategic role of com-
ponents manufacture and the structure of the
Japanese automobile industry in which subcon-
tracting (buying-in) can be as much as 65 % to
80 % compared with 50 % to 55 % in the Com-
munity.

A perfectly integrated industrial and sales
system

27. The Japanese automobile industry's prod-
uction and marketing set-up has some very
individual features which are reflected in the
optimum integration of all industrial and distri-
bution aspects.

The main advantages are as follows:

¢ very fluid production flows: As a result of
numerous financial links, Japanese motor vehi-
cle manufacturers have a considerable measure
of control over their components suppliers. In

! 1t should be emphasized in this connection that the figures
available are very difficult to interpret and are often disputed,
as there is no clear definition of the term ‘industrial robot’.
According to the calculations made by Renault using the
Japanese classification, the number of robots used in the
European and Japanese automotive industries seem to be
about the same.
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addition, the Kanban system for the ordering
and routing of materials developed by Toyota
ties most of the suppliers to the manufacturers,
who can therefore efficiently coordinate sup-
plies to production lines, keep the level of
stocks of spare parts to a minimum, and benefit
from a two-way flow of information which
facilitates the close coordination of production;

e extremely efficient distribution systems,
thanks to the delivery of vehicles as a result of
using sophisticated data-processing facilities
(and even a satellite for the transmission of
orders) and a centralized transport fleet with
rates 40 % below European rates.

e an excellent balance between supply and
demand, particularly on external markets,
owing to the manufacture of products which
satisfy ®he specific needs of these markets
(whereas, in many cases, their competitors tend
to try and export the surplus of a production
adapted to their own market) and to the imme-
diate reaction of manufacturers to consumers’
wishes.

Last but not least, one of the main factors in the
efficiency of the Japanese industry is the
extremely favourable social climate, resulting
for example in the virtual absence of strikes
and the extremely high rate of utilization of
productive equipment (the average period of
utilization in Japan is estimated to be around
2 000 hours per annum, compared with 1 717 in
France and 1626 in the Federal Republic of
Germany, according to the French Chambre
Syndical and the German VDA).

All these factors combine to give the Japanese
automobile industry considerable advantages
over its rivals, the most striking advantage
being the difference in production costs, which
are 20 % to 30 % lower in Japan than in Europe.

In the circumstances, it is very important that
we should analyse the likely developments.

The future outlook

28. At this stage, let us confine ourselves to an
analysis of the Japanese manufacturers’ known
projects and stated objectives, since the general
question of future international equilibria in the
industry, which will depend on the decisions
taken in the various manufacturing zones, is
considered in detail in Part Two of this report.
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The MITI recently said that Japanese manufac-
turers are going to make 12 000 million dollars
worth of investment in Japan over the next
three years in order to replace models and pro-
ductive equipment, increases in production
capacity being confined mainly to small-
engined (500cc) vehicles. Although this infor-
mation contradicts certain forecasts predicting
a 20 % increase in Japanese production capa-
city between 1981 and 1983, no final judgment
can be made on this basis, since:

® according to a recent French Senate report,
the MITI has just adopted a new automobile
industry policy providing for the accelerated
computerization of production processes with a
view to doubling labour productivity in five
years. The first incentive under this new policy
is to be a special depreciation subsidy to be
granted to manufacturers purchasing high-tech-
nology robots. Information from various
sources also indicates that Toyota has ordered
720 welding robots and is planning to have its
factories running completely automatically by
1984,

o the figures quoted only refer to production
units located in Japan. In fact, there are several
signs of a change in Japanese automobile stra-
tegy towards moderation in the growth of
exports, the establishment of facilities abroad
and industrial diversification. It therefore looks
as if the Japanese industry is changing its
emphasis in such a way as to make production
and automobile assembly activities more inter-
national in character and to pursue a policy of
investing outside the automobile sector. The
increasing number of agreements between
Japanese, European and American companies
and the emergence of direct investment projects
(Nissan in the United Kingdom) tends to con-
firm the first part of this change of policy.

The available financial resources of the
Japanese companies are so great that they can-
not, in any case, all be ploughed back into the
automobile industry. For example, according to
a report that has already been mentioned, Nis-
san is going in for the manufacture of outboard
motors and the series manufacture of complete
boats, whilst Toyota, which already has bank-
ing interests, has started to make mass-pro-
duced prefabricated houses.

¥

All in all, the Japanese automobile industry has
attained such a standard of efficiency, profita-
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bility and drive that it constitutes a major threat
for its main competitors, and above all for the
North American industry, on the basis of the
strength that it has built up in recent years
alone.

The aims of the US automobile
industry

Difficulties

29. In 1980 the US automobile industry
experienced the most serious difficulties in its
history:

o the aggregate losses of the three main manu-
facturers in 1980 are estimated at over 4 500
million dollars;

¢ production fell by almost 30% compared
with 1979;

e the automobile sector’s trading deficit
totalled over 13 000 million dollars and the rate
of foreign penetration of the US market
exceeded 25 %:;

e nearly 300 000 workers were laid off by the
manufacturers, representing over one-quarter of
the workforce employed in the sector.

The reasons for this state of affairs can be sum-
marized in a few lines: The American manufac-
turers were not prepared for the sudden shift in
demand towards small cars in the wake of the
second energy crisis. Accustomed as they were
to servicing a market the specific features of
which constituted a barrier to foreign competi-
tion, they went in for policies involving superfi-
cial changes to models instead of investing in
productivity and technological improvements.
Faced with the pressure from the Japanese
manufacturers, which account for 80 % of auto-

‘mobile imports into the United States, the US

manufacturers were at a disadvantage in two
respects:

¢ they were unable to handle the qualitative
change in demand;

e their cost prices were much higher; according
to figures published by the US Department of
Transportation, Japanese firms have a cost
price advantage over American firms of 1 000
to 1500 dollars per car, after taking into
account the cost of transport and access to the
American market.
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The automobile industry plays a much more
important role in the US economy than it does
in the Community economy, not because of its
intrinsic importance — which is directly com-
parable — but because of its role in the Ameri-
can transport system: 95 % of urban passenger
journeys and 83 % of inter-city passenger jour-
neys are made by car in the United States. It is
therefore hardly surprising that the United
States should wish to regain its supremacy in
the world automobile industry. While this does
not constitute an immediate threat to European
manufacturers, since the transition period
regarded as being necessary for the American
companies will run until at least 1984, this
country’s automobile projects will have a deci-
sive effect on medium-term equilibria in the
sector. :

Projects

30. Before examining the implications of the
US automobile industry’s projects for the years
ahead, we should take a look at the objectives
pursued, the resources deployed and the res-
‘ponsibilities involved.

Objectives

The American manufacturers are aiming to
completely reorganize their productive appara-
tus and the production set-up in order to manu-
facture competitively sufficient vehicles to
satisfy estimated demand on the home market
in 1985. According to data worked out by the
Department of Transportation on the basis of
the investment programmes published by the
firms concerned, the aim is to make 11 million!
fuel-efficient passenger cars (or 13 million
fuel-efficient vehicles if vans and light commer-
cial vehicles are added) in the United States in
1985. :

Resources
Total investment by the American groups in the

next five years has been estimated at 70 to
80 000 million dollars,2 which is much more

! This figure includes estimated VW-USA output, i.c. 450 000
units, but not the output of any other foreign manufacturers’
plants. See Annex 4.

2 In constant dollars.
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than the cost of the Apollo programme. Most of
this capital will, of course, be devoted to retool-
ing and downsizing (at an estimated cost of
56 000 million dollars), the remainder being for
research and development and pre-manufacture
and launching costs.

This investment will, of course, enable US
manufacturers to considerably improve their
productivity, in particular as a result of buying
a lot of industrial robots (GM is proposing to
double its stack of robots by 1983 to arrive at a
total of 470 units). However, this investment
will take some time to implement, which
explains the extensive recourse to another
method of adjustment: technology and external
supplies.

American manufacturers have already signed or
begun negotiations on a number of agreements
with Japanese and European companies for the
supply of engines and other components for
their new models. For example, Chrysler, is to
buy one million engines from Mitsubishi
between 1981 and 1985.! At the same time,
GM and Ford will be calling to a large extent
on their European and Latin American subsidi-
aries, who will thus play a much more active
part in their world production set-up.

What is more, these agreements are not con-
fined to trade in components. It should be
recalled in this connection that there have been
strong financial links for a number of years
between the US and Japanese companies: Ford
holds 25% of the capital of Toyo Kogyo,
General Motors controls 34% of Isuzu, and
Chrysler owns 15 % of Mitsubishi. According to
information recently reported in the press, Ford
would seem to be about to conclude two agree-
ments, one with Toyo Kogyo for the importa-
tion into the United States, as from 1984, of a
small-engined car completely assembled in
Japan, the other for the production in the
United States, in conjunction with Toyota and
Toyo Kogyo, of 300000 light vans each year
with components mainly imported from Japan.

Responsibilities

31. A wide-ranging discussion of the political
aspects of the automobile sector in the United

! A table indicating some of the recent agreements is given in
Annex 5.
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States is at present under way. Without antici-
pating the decisions which will be taken, it is
worth examining the main subjects raised,
which have a bearing on the responsibilities of
all the economic operators concerned:

At government level, a self-restraint agreement
of the Japanese exports has been negotiated in
order to give the American producers time to
make the necessary adjustments; help from the
public authorities to make it easier for firms to
find the investment capital required has, more-
over, been requested.

In addition, particular thought is being given to
the question of legislative policy, with a view to
ensuring closer cooperation between industry
and government in the setting of objectives.
The American administration has already
decided to lighten the regulatory constraints
affecting car producers by cancelling some of
the regulations, lengthening implementation
deadlines and facilitating the control of pro-
grammes already started (air-bags, polluting
emissions and energy consumption).

Lastly, the taking into account of international
competition in the enforcement of anti-trust
legislation and the training campaigns to be
pursued in order to retrain the workforce are
matters of vital importance.

The industry will have to improve its productiv-
ity, step up its research and development
efforts, accept greater responsibility with regard
to the environmental and social impact of its
production units and products, and reorganize
its labour relations.

The trade union organizations are faced with the
need to come up with a wage strategy aimed at
reducing the difference between labour costs in
the United States and those in Japan. ! One of
the ideas put forward in this respect is wage
concessions in exchange for profit-sharing.

Consequences

32. The effects of this thorough reorganization
of the US automobile industry are at once inter-
nal and external, qualitative and quantitative.
The internal implications have been analysed

in detail by the US Department of Transporta-
tion from the point of view of the:

Social and regional impact. Even if the aims of
the US manufacturers are fulfilled, i.e. if they
succeed in producing 13 million units in 1985
and in winning back their home market, it is
likely that 200000 jobs in the automobile
industry will be lost between 1980 and 1985.
The regional impact is also likely to be consi-
derable, since the small number of new produc-
tion units to be built will in many cases be
located outside the regions in which the old
ones have been closed down; !

Commercial aspect: The US’s ‘automobile’ defi-
cit is likely to continue to increase, in particular
because of growing imbalance in trade in com-
ponents.

The external effects are more complicated to
analyse:

qualitatively, the future outlook for the Ameri-
can industry matches the new trends in the
development of the motor car worldwide;

quantitatively, and as regards the development
of the balance of trade, forecasts can only be
based on speculation about the behaviour of
the rival production zones. It should be
emphasized, however, that if the American
companies’ projects come off, there is likely to
be a surplus automobile production capacity
worldwide around 1983-85, as the Department
of Transportation has in fact already stated.

Where the countries or producers involved are
concerned, of course, this risk is only signifi-
cant in terms of their competitiveness and the
development of trade. The main problem, the
possibility of which must be appreciated here
and now, is as follows: the United States at
present imports around 2-8 million cars; if
domestic production capacity is on a par with
domestic demand in 1985, what will happen to
these imports? Three extreme cases can be con-
sidered:

e The US industry will succeed in winning
back its home market: In that case, where will
the present imports go?

e The US industry will become an exporter:
Who will buy its cars?

! The table in Annex 6 gives the US Administration’s esti-
mates on this matter.
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1 90 % of US automobile production is concentrated in seven
states.
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® Another crisis will occur, even more serious
than the present one in view of the sums of
money committed.

Careful consideration should, of course, be
given to these prospects, in particular in view of
the likely increase in competition that will
result from the emergence of new producing
countries.

The emergence of new competitors

33. The new producer countries (countries
other than North America, Japan and the Euro-
pean countries traditionally engaged in motor
vehicle manufacture) have so far played a
limited role. However, their share of world
production has steadily increased, rising from
10-3% to 19-8 % between (970 and 1980. In
order to assess their effect on the conditions of
competition of the European automobile indus-
try, they should be subdivided into three
groups: the State-trading countries, the coun-
tries that have applied to become Community
members, and the other countries (Latin Amer-
ica, Africa, Asia).

The rise of the State-trading countries

34. In 1980, the Eastern bloc countries
accounted for 6-9% of world motor vehicle
production. The development of the automo-
bile industry in these countries has been furth-
ered by the transfer of technology, mainly from
Western Europe, in particular in the form of
turnkey factories (e.g. Togliatti complex built
by Fiat in the USSR). A considerable propor-
tion of the vehicles manufactured are exported,
although the percentages involved are dimin-
ishing (34-7% in 1970, but only 27-4% in
1980), mainly to West European markets.

The impact of this boom on the Community
industry should be assessed in relation to:

o the role of the State in the Eastern bloc coun-
tries: foreign currency requirements have a
direct influence on the quantity and prices of
vehicles for export;

¢ the features of the end-product, which — as
it is manufactured under licence — bears direct
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comparison with the West European models.
Furthermore, the cars produced are at the lower
end of the range and are intended for a public
which is very sensitive to selling prices, and this
is the main factor in their competitiveness.

Commercially speaking, East-West transfers of
automobile technology have so far enabled
West European producers, at the price of a
slight increase in competition on the Com-
munity market:

¢ to export factories and knowhow to markets
which are tightly sealed where finished prod-
ucts are concerned;

* to obtain low-price vehicles and components
under buy-back deals: Fiat, for example, has
undertaken to buy 8§20 000 engines, 50 000 vehi-
cles and various subassemblies over 7 years in
exchange for building two factories in Poland.

35. However, an analysis of recent trends in
East-West industrial cooperation in the auto-
mobile sector suggests that the impact on the
Community automobile industry is likely to
increase. Information in a memo recently pub-
lished by the Development Committee of the
Economic Commission for Europe indicates
that since 1975 three factors have combined to
produce a rapid increase in automobile-linked
trade with these countries: the increasing num-
ber of contracts between Western companies
and Eastern bloc countries, the increasing num-
ber of buy-back deals involving Western part-
ners and the increasing size of the projects
envisaged.

In addition, whereas the first cooperation
agreements concluded focused to a large extent
on the existing models and proven manufactur-
ing processes of Western companies, some of
the more recent projects involve new models
which will be made exclusively by the Eastern
bloc partners using the most advanced technol-
ogy (c.g. Citroen's agreement with Romania to
make the Oltcit model and Fiat's agreement
with Poland concerning the Zero model).

Two reasons may be advanced to explain this
development:

¢ Firms in the countries concerned can only
meet the construction and quality standards of
their Western partners by adopting the most
recent technologies (this factor is very impor-
tant, in view of the development of buy-back
deals).
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e The Eastern bloc countries concerned want
to become competitive on the world markets so
that an adequate proportion of their production
can be earmarked for export.

The scale of the commercial implications of
these various factors is difficult to assess, but
according to certain estimates, deliveries from
East European firms under buy-back agree-
ments might total between 2 and 3 000 million
dollars per annum in 1982-83 or thereabouts,
compared with 500 million dollars per annum
in the 1970s. It is also estimated that motor
vehicle imports into the EEC from Eastern bloc
countries might rise from 160 000 units in 1979
to around 500 000 units in 198S.!

The integration of countries that have
applied for membership (Spain and
Portugal)

36. The situation in these two countries is par-
ticularly important, as they will shortly be join-
ing the Community. The recent changes that
have occurred in their respective automobile
industries and their future prospects are
obvious: gradual integration into the European
production system. The growth of their produc-
tion and their impact on competition have been
characterized by:

e The rapid expansion of their home markets:
between 1969 and 1977 car ownership rates rose
from 49 to 149 per 1 000 inhabitants in Spain
and from 37 to 85 per 1 000 inhabitants in Por-
tugal;

o the decisive importance of the decisions
taken by their respective governments with the
aim of rapidly developing a local industry both
for assembly and for the manufacture of com-
ponents (the rate of local incorporation for the
various manufacturers has been set at 50 % in
Spain), both to encourage the adjustment of the
productive apparatus and to bring about a
change in the balance of trade by restricting
imports? and by increasing exports (49 % of
Spanish production was exported in 1980 com-
pared with 6-9 % in 1970);

¢ the importance of the role played by subsidi-
aries of multinational corporations: in Spain,

! Estimates range from 300 000 to 800 000 units.
? There are very considerable customs and tax barriers in
Spain and quotas in Portugal.
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production is controlled by Seat (in which Fiat
has a considerable holding), PSA Peugeot-
Citroén (Citroén and Chrysler), Renault and
Ford; in Portugal, most motor vehicle activity is
carried out by companies controlled by EEC
firms.

37. The recent changes in the automobile situ-
ation in these two countries are characterized
by the following:

e Cautious enforcement of new legislation
gradually opening up their domestic markets to
imports: granting quotas for imports of vehicles
already assembled in Spain, enlargement of
quotas in force in Portugal;

¢ Launching of restructuring plans to improve
the competitiveness of the local industry;

¢ Stimulation of foreign investment: It is esti-
mated that carmakers are planning to invest
3 800 million dollars in Spain in the next five
years, and in Portugal two big Renault and
Ford projects are now being considered. EEC
firms are not the only ones involved either,
since Nissan recently took a 35-9 % holding in
the capital of Motor Ibérica in order to produce
commercial vehicles in Spain as from 1982, and
talks are now reported to be under way between
the Spanish authorities and Japanese manufac-
turers concerning a Japanese holding in the
capital of Seat.

In this context, the impact of these two coun-
tries on the European industry’s competitive
situation should be considered from the point
of view of the competitive potential which they
may bring to the Community industry after
integration rather than from the point of view
of the short-term competition they may repre-
sent for certain manufacturers.

The industriglization of the developing
countries

(Latin America, South Korea and India,
Africa)

38. At present, these countries account for less
than 7 % of world production.

The main factors determining their competitive
impact where the European automaobile indus-
try is concerned are as follows:
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¢ the industrial and commercial policies
adopted by their respective governments in
favour of their expanding home markets or
their external outlets;

o the establishment strategies and the degree of
autonomy of the major manufacturers on their
markets;

o the extent of the technology transfers of
which they are the recipients.

The competitiveness of these new producers
has so far been predominantly influenced by
the role of the major manufacturers, since the
ability to make vehicles for the world market
depends, where these countries are concerned,
on the extent to which they can use the technol-
ogy and knowhow already developed in Japan,
the United States and Europe.

39. However, some of these countries repre-
sent a growing risk for the European industry in
terms of direct exports. A case in point is South
Korea, which is starting to sell on the Western
markets very competitive cars manufactured
under very favourable conditions characterized
by:

e very low labour costs;

e the use of large Japanese components and
technology;

¢ European design and equipment.

On the other hand, their import potential would
seem to be very limited in view of the extremely
restrictive policies pursued by their govern-
ments: imports of passenger cars are virtually
prohibited in Brazil, which also imposes a
250 % customs tariff on other vehicles; the
mandatory rates of local incorporation exceed
60 % in Argentina and Korea, and the rate is as
much as 95% for certain types of vehicle in
these countries.

An assessment of the strengths and weaknesses
of the Community automobile industry can be
made on the basis of all these factors.
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Strengths and weaknesses of
the Community automobile
industry

40. The Community automobile industry has
been — and still is — a pace-setting industry in
the economy. Any analysis of its strengths and
weaknesses should look at the problem from
the four different angles outlined below:

e Over the last few decades, the automobile
industry has been a focal point for industrial
development, not only because of its own
growth but also because of its ability to carry
along a wide range of basic industries in its
wake. In future, too, it can continue to play this
role by providing impetus for the high-technol-
ogy industries.

e Today the Community’s position as rhe
world’s leading trading power in this field
appears to be in jeopardy, partly because its
dominant position on the Community’s inter-
nal market has weakened and partly because its
place on external markets has been eroded.

e Over and above the efforts specifically con-
nected with changes in competition, the Com-
munity automobile industry must carry on res-
toring its overall competitiveness. In this con-
text it is clear that its broad-based yet heteroge-
neous and fragmented structure conceals a
number of inherent weaknesses.

¢ Despite this handicap, which clearly has its
roots in history, the European automobile
industry has considerable potential for develop-
ment, though that potential can only be ful-
filled by restructuring the industry, rethinking
the technology and reorganizing the sales net-
works.

Focal point for economic
development in the Community

41. Over the last few decades the impact of
motor vehicles on economic development in
the Community has gone far beyond the effects
of activities directly involved in automobile
production.

Despite slackening market growth as a result of
the factors outlined above, there are still many
reasons to expect the automobile industry to
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remain one of the focal points for economic
progress in the Community.

However, the industry’s contribution to econo-
mic growth must develop along the lines that
are best for the Community economy as a
whole — its role of carrying along basic indus-
tries in its wake can gradually be extended into
that of promoting high-technology industries.

Carrying along basic industries

42. A few figures will help demonstrate the
stimulating effect which the automobile indus-
try has on the Community’s economy:

some 20 % of all steel and machine tools prod-
uced in the Community, together with 5 % of all
glass and roughly 15% of all rubber, are
intended for the automobile industry;

for every one job provided by the car-makers
themselves roughly two more are created earlier
in the chain.

Moreover, in spite of steady improvements in
productivity over the last few years, direct
employment in the industry has continued to
rise steadily, reaching almost 2000000, or
5-4% of the entire industrial workforce, in
1979.

Naturally, this effect is more than just a matter
of figures (for instance, pressure from the auto-
mobile industry led to increased sales of special
steels and lightweight alloys at the expense of
less sophisticated metals). Nevertheless, to
date, the automobile industry’s weight as a
major customer for the basic industries has
been more significant than any qualitative
improvements, however important these may
have been.

Driving force behind high-technology
industries

43. The technological changes called for by
the deteriorating energy situation combined
with the need to optimize production costs in
order to combat competition from abroad have
provided the Community automobile industry
with an opportunity to develop into the basic
driving force behind the high-technology indus-
tries.
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The reasons for this trend have already been
given.! What is important here is the effect that
they have on the European industry and on its
ability to harness those forces in an effective
development plan.

The technological revolution in the automobile
industry will affect both vehicle design and the
manufacturing processes:

e From the technical point of view, European
cars are already closely tailored to market
requirements, and it is fair to say that European
can-makers have the most satisfactory product
ranges, both as regards quality and as regards
the proportion of their products which meet
market requirements. This is why only minimal
changes are required here — unlike the case of the
American industry, which will have to switch
from the chassis/body concept to the integral
construction concept, from rear-wheel drive to
front-wheel drive and from rigid rear axles to
fully independent suspension.

The Community industry will have to follow
two main lines of approach as regards the prod-
ucts themselves — one towards lighter vehicles,
using new materials, and the other towards
improving performance through the application
of very advanced electronic components.

¢ The main change in the manufacturing pro-
cesses is automation, which is not as wide-
spread in the Community as it is in Japan
(mainly because the equipment used is, on
average, older). This will entail strengthening
the production plant by the addition of indus-
trial robots and precision machine tools.

The need for the European industry to assimilate
these changes is acknowledged by producers
and trade unions alike, yet at first sight the
prospects in Europe do not appear to be as
bright as in Japan. Japan is the world’s leading
producer of industrial robots and her car-mak-
ers have maintained close ties with electronics
companies for some time (e.g. Toyota with
Toshiba and Nissan with Hitachi). Although a
few similar arrangements have been made in
the EEC over the last few years, both on the
part of car-makers (Renault-Bendix) and on the
part of component manufacturers (Jaeger-
Matra), there is nevertheless ground to be made

up.

! Point 17.
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Three considerations should be borne in mind
before making any assessment of the effect that
developments in this industry might have
within the Community, particularly as regards
employment:

¢ Automation and electronics do not affect the
automobile industry alone, they concern all
manufacturing industries. Over the next few
years most jobs in industry will be provided by
the industries manufacturing the requisite
equipment (i.e. industrial robots, microproces-
sors and precision machine tools), whereas less
labour will be required for the ﬁnal product
and quality will improve.

¢ The impact that changes in the:automobile
industry will have on employment can only be
gauged by considering the overall ¢ffect on all
industries concerned. Japan is an interesting
example in this respect, since it has already
seen a large proportion of its’ workforce drift
away from the automobile industry ‘and
towards robot production and maintenance

million for Japan, the industry’s second highest
exporter in terms of value.! The European
industry’s strength in this sector is such that the
Community can pay roughly 20% of its oil
import bill from its trading surplus in cars.

However, it is clear from trends over the last
few years that the trading position of the Com-
munity automobile industry is threatened on
two fronts — the dominant position of Euro-
pean car-makers on the internal market has
weakened and their position on external mar-
kets has been eroded.

Weakening of position on the
Community market

45. The increase in Japanese car-makers’
share of the Community market is the clearest
pointer to this deterioration.2

Japanese penetration of the Community market
rose as follows between 1970 and 1980:

Table | — Japanese penetration of Community market, 1970 to 1980

7S
D 1 F l | L UK I B/L I NL [ DK I IRL l GR l EEC
1970 0-1 0.2 0-02 0-4 5.0 3.2 0-4 0 14-6 0-6
1980 10-3 3.1 0-1 11-9 24.6 26-2 29-5 30-5 42 8.9
activities. However, this took place in an Japanese car sales in the Community rose from

extremely favourable economic climate.

e The fundamental question concerns the
promotion of the high-technology industries.
This is where motor vehicles can make a crucial
contribution, by opening up large enough mar-
kets to allow rapid and, more important, stra-
tegic development of these industries.

At all events this is the only way to maintain
the competitiveness of the Community automo-
bile industry, the key to the Community's trad-
ing power.

A major trading power, but at risk
44. In 1979 motor vehicles worth over USD

23 000 million were exported from the Com-
munity, as against slightly over USD 18 000
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48 400 units in 1970 to over 754 000 in 1980.
Naturally, Japanese car-makers’ edge in terms
of production costs® is the main reason for their
success on the Community and international
markets.

Erosion of position on external markets

46. Community exports of passenger cars to
non-member countries fell from 2 458 000 units
in 1970 to 1899000 units in 1980 (down by
23 %), whereas over the same period world car
exports rose by almost 77 %, from approxi-
mately 4-8 million units to just short of
8.5 million, and Japanese exports shot up by
426 % from roughly 700 000 to over 3-8 mil-
lion.*

! Annex 2: Exports of passenger cars, commercial vehicles
and spare parts.

? Annex 9: (passenger cars and commercial vehicles).

! Points 23 et seq.

¢ Annexes |, 3,8 and 10.
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This decline can only partly be put down to
Community manufacturers constructing plants
in the USA and certain Latin American and
African countries, since the Japanese compa-
nies’ share of the market has risen sharply in
those three areas of the globe as well, particu-
larly between 1969 and 1979 when it increased
from 5% to 11 % in Latin America and from
15 % to 35 % in Africa.

The North American market is a particularly
telling example. Between 1970 and 1980 Com-
munity exports to North America fell by
435 000 units, while only 250 000 more Euro-
pean cars were produced on the spot (by Volks-
wagen), and Japanese sales to the USA rose by
over 1.5 million units, to take Japan's share of
the market from 4 % to 21 %.

The Community automobile industry’s loss of
exports ultimately results in a loss of earnings.
If the Community had been able to hold its
share of world trade in motor vehicles at the
1970 level — over 51 % of all exports — it
would have sold about 4-3 million cars in 1980,
2-4 million more than at present. Given the
average productivity of the industry (including
components) in 1979,! that would be the equi-
valent of approximately 400 000 jobs.

Prospects

47. All the analyses agree that the current
trend can be expected to continue at least until
1985. This would mean an increase in imports
of motor vehicles in Western Europe in general
and in the Community in particular, and a
reduction in Community exports of assembled
cars.

Together these two phenomena will bring about
a gradual deterioration in the Community’s
trade in passenger cars. Some studies suggest
that Europe could be a net importer of cars
from 1983 onwards, whereas other scenarios
predict that the Community’s net exports will
fall from their present level of approximately
550 000 units to below 300 000 in 1985,

These forecasts are based on a number of
factors:

— continuation of the Japanese pressure;

— development of plants outside the Com-
munity;

— restructuring of the American industry,
which will stop importing small models such as
the Ford Fiesta from its European subsidiaries;

— increased imports from the Comecon coun-
tries and a number of other sources (especially
Korea and Brazil).

The prospects are brighter as regards trade in
components, though it is difficult to analyse the
situation, particularly since American compan-
ies are planning to sell large quantities to their
European subsidiaries.!

48. All these factors, coupled with the forego-
ing analyses of the transformation which the
automobile industry is currently undergoing
and of the changing pattern of competition,
suggest that the Community's motor vehicle
trade should be looked at in the terms set out
below:

¢ The trend towards trade in components sup-
planting trade in assembled cars is likely to
continue, partly for the industrial and technical
reasons already given and partly as a result of
changes in economic policy towards imports of
motor vehicles. What is more, as regards prices,
it will take time for the Community to regain its
strength as an exporter, and in the meantime its
competitors will keep up their pressure on the
Community market and in non-member coun-
tries;

¢ Large new export markets will gradually
open for spare parts, motor vehicle production
plant (in particular industrial robots) and tech-
nology and knowhow.

It is important to realize that this is a positive
development in that these areas account for a
growing proportion of the final product’s
value-added and that an international division
of labour where trade is not limited to finished
products alone would make for greater stability.
If different stages of production were carried
out in different countries, the trade flows would
be based on industrial interests in addition to
purely commercial interests.

At any event the future role of the automobile
industry in the defence of the Community’s for-

! Approximately six vehicles per man per year.
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eign trade will depend on its ability to grasp
these opportunities.

A wide industrial base, but made
up of many small parts

49. Comparison of the Community’s motor
vehicle industry with its Japanese and North
American competitors gives a vivid picture of
the relationship between the size of the mar-
kets, the homogeneity of the environment and
industrial structures.

The motor vehicle industry is the predominant
industry in the four largest Community coun-
tries, and the European automobile industry is,
above all, a patchwork of national industries
which:

¢ individually, have a comparable structure to
the Japanese and American industries, though
their market is much smaller;

¢ collectively, share the world’s largest market
for motor vehicles, though structurally they
have not yet fully adapted to that situation.

A more detailed analysis of motor vehicle pro-
duction in the Community shows that although
the Community is the world’s leading producer,
its automobile industry is heterogeneous in res-
pect of production and the components indus-
try is fragmented in a way which is bad for it.

The automobile industry.
A heterogeneous whole

50. Compared with its Japanese and Ameri-
can competitors, the European automobile
industry presents a heterogeneous picture with
the following salient features:

Diversity of the situation of the firms as
regards:

industrial options — American and Japanese
companies face direct competition on their
home markets, whereas various European car-
makers (e.g. BMW, Daimler-Benz, Alfa Romeo)
have specialized in particular ‘slots’ of the mar-
ket;

relations with companies in other countries —
there are no car plants owned by non-Jap-
anese car-makers in Japan, and Volkswagen is
the only European company currently manu-
facturing motor vehicles in the USA, yet almost
a quarter of all cars produced in Europe from
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the European subsidiaries of Ford and General
Motors, which are now to be incorporated more
fully in their parent company’s plans;!

relations with the public authorities which exer-
cise direct control over certain companies in the
Community (e.g. British Leyland and Renault);

finally, the scale of operations and financial
situation — although there are wide differences
in the size of the various Japanese companies
and market disparities in the financial situation
of the individual American producers, both
phenomena exist side by side within the Com-
munity;

Smaller degree of concentration

In the USA and Japan, the two leading pro-
ducers control roughly 75% of the domestic
market, whereas in the Community the same
share of the market is split up between the top
five companies. This situation clearly has its
roots in history, when production was concen-
trated along national lines.

As a result, although a number of groups within
the Community have now reached a size which
places them in the world's top ten in terms of
annual production, their operations neverthe-
less remain on a much smaller scale than those
of the two leading American producers, as can
be seen from Table 2.

Table 2 — World's top ten car-makers. 1979

Production
1. General Motors 8 533 742
2. Ford Motors 5230 383
3. Toyota 2996 225
4. Nissan 2704 544
5. Volkswagen — Audi 2530 565
6. Peugeot — Citro&n — Talbot 2425798
7. Renault — Saviem — Berliet 1945 289
8. Fiat — Autobianchi —
Lancia-OM 1542 163
9. Chrysler Corp. 1 429 082
10. Toyo Kogyo 971 421
11. Mitsubishi 938 517
12. Honda 801 869
13. British Leyland 657 637
14. Daimler-Benz 604 859
15. Isuzu 424 788

Source: L'Argus.

! Points 29 ef seq.
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These figures include:

all vehicles produced by the companies con-
cerned (both passenger cars and commercial
vehicles);

the production figures for all their branches
abroad, excluding plants in State-trading coun-
tries, since such plants cannot be considered as
branches (e.g. Lada and Polski in the case of
Fiat). The very names of the firms listed in the
table betray one of the weakness from which
the European industry still suffers in relation to
its competitors — the complexity and cumber-
some nature of its production structures.

Japanese and North American groups have
developed mainly through internal growth, i.e.
by investment in expanding existing com-
panies, whereas the European groups have had
to turn mainly to external growth, i.e. financial
mergers, in order to attain a scale of production
in keeping with the expanding markets.

Inevitably, concentration of this type over a
relatively short period gives rise to extremely
cumbersome structures. Before the full benefits
of scale can be felt, far-reaching harmonization
is required, a task which is rendered all the
more difficult as the economic situation
becomes more tense.

Three Community car-makers are affected in
particular — though there are wide differences
in their financial situations: Peugeot — Citroén
— Talbot, Fiat and British Leyland. At the
opposite end of the scale Renault and Volkswa-
gen benefit from a more rational internal organ-
ization.

Bearing in mind the effects of economies of
scale described above, it can be seen that the
length of runs is a more significant factor in the
production of components than in the range of
models produced. Engines are normally pro-
duced by the car-makers themselves and offer a
prime example of the current disparities
between European producers. A recent report
showed that there was a ratio of 1:10 between
— at the lower end of the scale — the annual
production of BL, which fits most of its models
with different engines and therefore produces
only extremely limited series (say, 60 000 units
per year), and — at the top end — VW, where
far-reaching standardization has made it possi-
ble to produce series of 635 000 units per year.
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For the car-makers standardization of compo-
nents is a question of internal organization and,
in some cases, cooperation with other compa-
nies, but it should also be tackled by the spe-
cialist producers scattered throughout the Com-
munity.

Production of components:
Damaging fragmentation

51. The Community’s car components indus-
try is much less concentrated than its Japanese
and American counterparts, not only in terms
of the number of companies but also in terms
of the specialization of the individual compa-
nies and of the standardization of production.
A comparative study drawn up at the Commis-
sion’s request showed that:

e there are in Japan 350 companies supplying
components to the Japanese automobile manu-
facturers, whereas in Europe there are | 750;

e on the whole Japanese companies are larger,
some 85 % of them having a workforce of over
100, as compared with less than 60 % in this
category in the FR of Germany and approxi-
mately 40 % in France;

e although the studies are not unanimous on
this subject, labour productivity in the Com-
munity car components industry appears to be
lower than in Japan; one should, however, also
take into account the fact that recourse to sub-
contractors is greater in that country than in the
Community;

o the scale of production gives Japanese com-
panies additional advantages over Community
producers and Japanese manufacturers share
equipment more often.

Behind these facts lie profound differences
between the organization of the Community car
components industry and that of its competi-
tors, particularly as regards the relationship
between car-makers and component manufac-
turers.

In the United States of America and, more
important, in Japan a large number of compo-
nent manufacturers are under the financial or
commercial control of the automobile pro-
ducers (in Japan 83 % of all components were
supplied as original equipment), but the situa-
tion is the reverse in the Community, where
most component manufacturers are financially
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independent and where roughly 50 % of all the
components produced are intended for the
spare-parts market.

Clearly it is impossible to quantify the effect
that these organizational differences have on
the competitiveness of the companies con-
cerned, since the differences bring both advan-
tages (for instance, greater competition) and
drawbacks (limited scope for economies of
scale). However, the Japanese industry seems to
make better use of its distinctive structure than
European companies.

This brief analysis leaves no doubt that the
European industry has much more scope for
improving its production system than its
Japanese competitors, where operations are
more or less optimal.

Considerable room for
improvement

52. The American industry has launched a
large-scale conversion programme entailing
sweeping changes in its plant, and the Japanese
production system is so perfectly organized that
there can no longer be any hope of substantial
gains through further improvement. This places
the European automobile industry in a unique
situation, since it is in Europe that the cost/
benefit ratio for the measures to be taken is
probably highest.

There is still very wide scope for improvement,
not only through the rationalization of its pro-
duction apparatus but also through the applica-
tion of European technical knowhow and
improvement of the distribution networks.

Rationalization of plant

53. The only means of assessing the efficiency
of industrial plant are the productivity figures
ant the unit production costs, the basic indica-
tors of firms’ competitiveness.

However, it is difficult to draw comparisons
between industries, not only because of struc-
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tural differences in the apparatus of production
of each industry but also because of the differ-
ent economic and social environments in which
they operate. For example, in any analysis of
the extent and type of improvements that could
be made in the Community's industry it must
be remembered that the Japanese industry oper-
ates in an extremely propitious social climate.

Table 3 gives a general comparison of produc-
tion and employment in the Community, US
and Japanese automobile industries.

Table 3 — Production and employment

(1 000)
Communtity USA Jl;ln
(1979) (1979) (1978)
Vehicles
produced 11 487 11480 9269
Workforce 1953 2200 665

Sources: Community: Eurostat;
USA: DOT report;
Japan: Daiwa Securities report (The Japanese Automobile
Industry 1980).

The production figures include all p ger cars and industrial and
commercial vehicles.

The employment figures cover all direct employ
and f ers.

¥

with car- ]

Although all these figures were drawn from
similar sources, a measure of caution is never-
theless called for when interpreting them since:

¢ different ranges of vehicles are produced in
the three different geographical regions: the
Community and USA each produce approxi-
mately 500000 heavy goods vehicles per
annum whereas Japan produces only approxi-
mately 150 000;

¢ the figures for the Community and the USA
do not take full account of components, since a
large proportion of the components produced
are intended for the spare-parts market;

¢ the complexity of subcontracting means that
it is hard to say exactly how many people are
employed, particularly in the case of Japan.

However, the Japanese industry's higher pro-
ductivity cannot entirely be put down to these
differences. A detailed analysis by a major
American automobile manufacturer made a
direct comparison of production units which
confirmed this gap and concluded as follows:
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As regards assembly

Productivity at even the most efficient Euro-
pean plants is one-third that of Japanese plants.
For example, a Toyota assembly plant would
only employ one person per vehicle produced
per day, as against three in the FR of Germany
and six in the United Kingdom;

As regards the production of components

Here too there is a wide gap, with Toyota pro-
ducing nine engines per person per day as
against only two in a comparable production
unit in the United Kingdom.

These differences stem from the more extensive
automation and higher rate of plant utilization
in Japan.

This explains why production costs are still
much lower in Japan despite the fact that wages
there are catching up with those in Europe and
the USA.!

The analysis must also take account of two
other factors namely:

® per capita wage costs for Japanese automo-
bile manufacturers in the strict sense of the
word are now higher than those for European
producers;

¢ nevertheless, the average hourly costs for the
industry (including components) are still much
lower in Japan, as the table in Annex 6 shows.

Finally, all these factors combined with the
aforementioned structural developments as
regards plant in the Community automobile
industry make it clear that the industry’s ability
to rationalize its apparatus of production will
require:

e Improvements in the industry’s internal
organization — this is probably where the
greatest progress can be made;

! Production costs 20 % to 30 % lower than in the FR of Ger-
many and France and USD 1 000 to 1 500 lower than in the
USA (points 25-27).
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¢ more efficient plant use — this depends to a
large extent on cooperation between both sides
of industry;

¢ putting the emphasis on automation — this is
directly influenced by the individual firm's
financial capacity.

It is, of course, impossible to divide the
Japanese industry's advantages over the Com-
munity industry into two categories — one for
which compensatory action can be taken and
another where the nature of the economy pre-
cludes such action. However, given the wide
scope for structural improvements directly open
to the European automobile industry, the ‘non-
transferable’ aspects seem to be of only second-
ary importance in the current state of affairs, all
the more so since production costs are only one
of the factors affecting competitiveness.

Application of technical knowhow

54. The Community’s automobile technology
is unparalleled, not only as regards the products
themselves but also in relation to the produc-
tion methods employed. Accordingly, the
Japanese industy based its expansion on Euro-
pean technology, and American manufacturers
will also depend heavily on Europe in their
redeployment programme.

However, the technical expertise which allows
European car-makers to build the best cars:

¢ has lost some of its lead over foreign — and
in particular Japanese — industries, where
extensive research and development work has
been carried out. A recent report by the French
Commissariat au Plan revealed that research
and development costs account for well over
10 % of all expenditure by the Japanese auto-
mobiie industry, whereas it has stumped below
that level in the Community;

e is scattered over a large number of compa-
nies;

¢ does not appear to have been put to the best

use, as can be seen from the two examples de-
scribed below:
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Production methods

Some European motor vehicle manufacturers
lead the field in industrial robot technology, yet
do not produce sufficiently long runs to give
production costs which bear comparison with
those of their Japanese competitors;!

Products

Systems allowing substantial improvements in
the behaviour of vehicles are available in only a
small proportion of the vehicles produced in
Europe (e.g. antilock braking system, ABS).

Exploitation of Europe's automobile technol-
ogy rescources can therefore be seen as a key
factor in any bid to improve the competitive-
ness of the industry. However, it will involve:

o breaking down the divisons between R& D
operations and extending R & D agreements —
the Joint Research Committee set up by
Renault, British Leyland, Fiat, PSA, Volks-
wagen and Volvo is one noteworthy effort in
this direction;

¢ speeding up the application of technological
advances in industrial processes and in the end
products.

Making the best use of distribution
networks

55. The paper presented by the Commission
last October drew attention to the economic
and strategic importance of the distribution and
maintenance networks.?

The are roughly 500 000 firms engaged in the
sale and maintenance of motor vehicles in
Europe, with an estimated total workforce of
2 900 000. Japan and the USA have a workforce
of 656 000 and 2 600 000 respectively, though,
of course, the economic and geographical size
of the markets should be taken into consider-
ation. The fact that motor vehicle distribution

! The average price for an industrial robot in Europe in 1979
was FF 450 000 as against FF 250 000 in Japan.
2 Bull. EC 10-1980, point 2.3.19.
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networks in the Community are particularly
dense is obviously a powerful weapon in the
fight against competition from abroad.

Since European motor vehicle distribution net-
works are directly affected by any restructuring
carried out by the producers (as can be seem
from the reorganization of the Talbot network,
for example), they would probably benefit from
a strengthening of their ties with the manufac-
turers. The chief benefits would be:

® an improvement in supply's responsiveness
to demand — Japanese companies use highly
advanced computerized methods to detect
changes in customer preference patterns and
adapt their products accordingly as quickly as
possible;

® provision, in optimum conditions, for the
equipment which has to be installed in keeping
with the latest improvements in methods of
inspecting and controlling motor vehicles.

Finally, distribution networks abroad also fall
to be discussed, since they determine the effec-
tiveness of any external development and
export policy. The basic problem is that it is
difficult for many European manufacturers to
bear the cost of setting up networks of this sort
by themselves. The most likely solution is for
manufacturers to combine their efforts in the
fashion of the recent Peugeot-Fiat agreement in
Latin America.

56. This analysis of the changing conditions
as regards international competition and of the
strengths and weaknesses of the European
automobile industry gives some idea of the
extent and nature of the changes with which it
is confronted.

Clearly, over and above the cyclical problems
arising from the general decline in demand, the
structural adjustments already undertaken must
be pursued and reinforced.

Naturally, it is the companies themselves that
are most directly affected. Nevertheless all
economic operators with an interest in, or res-
ponsible for, ensuring that this industry runs
smoothly should do all that they can to encour-
age its development.

Against this background, it is important to
assess the effects that these changes in the auto-
mobile industry might have on the work of the
various bodies concerned.
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Part Two

A look at the future

57. -The basic information required for any
such assessment, which, of course, includes the
Commission's programmes and the main objec-
tives thereof, will be provided by the analysis
— in Part Two of this paper — of the following
topics:

¢ adaptation of production structures as a pre-
requisite for any improvements in the competi-
tiveness of the industry:

¢ liveliness of the home market, which must be
exploited in order to create a favourable cli-
mate for companies;

¢ development of international equilibria
within which the Community automobile
industry must seek to maintain its position.

Reorganizing production

58. Reorganization of production in the Com-
munity’s automobile industry will have indus-
trial, financial, technological, regional and
social implications. A look at these various
implications shows what complex changes will
have to be made, although it also emerges that
those responsible for taking the economic and
social decisions broadly agree on what forms
they should take. It is, of course, up to the firms
to take the initiative as regards the decisions to
be made, but they should be given an environ-
ment which is favourable to the implementa-
tion of these decisions.

industrial adjustments

59. As far as the industry is concerned, the
two most important matters for discussion are
the development of cooperation and mergers in
the industry and public intervention.

Mergers, cooperation and competition
60. The fact that production in the automo-
bile industry has become increasingly frag-

mented, in spite of numerous attempts to amal-
gamate and reorganize over the last fifteen
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years, means that the industry will have to con-
tinue along this same course and in many cases
start to think in Community rather than
national terms, particularly as far as component
manufacture is concerned. This is, in the first
instance, the industry's responsibility, and is
the only way of taking advantage of economies
of scale and of setting up groupings which can
compete at international level, which is what
the industry is after.

Cooperation between European companies
would thus seem to be the best way of achiev-
ing these aims at present.!

61. In this respect, the Commission has a
special role to play because of the responsibili-
ties in the field of competition assigned to it by
the Treaties.

In applying the Community competition rules
in the motor vehicle sector, the Commission has
sought to ensure the maintenance of effective
competition within the common market, and in
doing so has taken into account the actual and
potential effect of competition from outside the
common market. Examination of the competi-
tive conditions faced by Community manufac-
turers, particularly the changes over a period in
their Community market shares, shows that
despite its oligopolistic structure and the coop-
erative links already established, the motor
vehicles market is the scene of effective compe-
tition. This appreciation of the present competi-
tive situation is based on the fact that the com-
mon market, closely integrated into the world
market by the effective application of the prin-
ciple of free trade in manufactures, remains
open, and that neither imports nor potential
imports are excluded by protectionist measures.

Structural considerations

62. The Commission has the power to forbid
an abusive reinforcement, by concentration, of
a dominant position held by one or more
undertakings.>

! This cooperation is in fact encouraged by the European Par-
liament in para. 24 of its resolution of 13 January 1981 (OJ
C 28, 9.2. 1981) and by the European Metalworkers Federa-
tion.

2 Article 86 of the EEC Treaty: the Continental Can doctrine,
based on a judgment of the Court of Justice of the European
Communities.
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Comparison of the market shares of the four
largest European manufacturers of cars and
commercial vehicles and of the European sub-
sidiaries of the two North American groups per-
mits the conclusion that no manufacturer has as
yet achieved such a dominant position within
the common market.

The maintenance of a balanced, competitive
oligopoly implies the necessity of preventing
abusive reinforcements of dominant positions,
which would remove from the market the bal-
ancing force which is indispensable to the free
play of effective competition; it is, however,
impossible to lay down in advance and in the
abstract the size which a single undertaking
should not exceed, or what constitutes a suffi-
cient number of competitors.

With regard to components and accessories,
production and distribution structures are very
different. Certainly there remains some scope
for concentration moves which could improve
undertakings’ competitiveness. But the markets
for certain parts have already reached a level of
concentration so high that a horizontal concen-
tration concerning them, or a vertical concen-
tration with major vehicle manufacturers could
be caught by the prohibition of certain concen-
trations. Previous analyses have shown that the
adjustments to be made in the manufacture of
components chiefly concern those where pro-
duction on a continent-wide scale has not yet
been achieved and those whose production
needs to be improved because of technical pro-
gress.

Agreements

63. In addition, the Commission exercises the
power of forbidding agreements which limit
competition in the common market and author-
izing cooperation which brings advantages both
for the productivity of undertakings and for
consumers.!

Until now, cooperation agreements concerning
research, development and larger-scale produc-
tion of components necessary for vehicle man-
ufacture have always been accepted by the
Commission, in view in particular of the ration-

! Article 85 of the EEC Treaty.
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alization benefits which result. Cooperation
agreements of this kind should not pose any
major problem under Article 85, especially
where they do not concern components whose
cost would be a significant element in the price
of the end product.

Cooperation at end-product level, i.e. in the
actual manufacture of certain vehicles, has also
been approved. The Commission must, how-
ever, examine ciosely the possible risks of mar-
ket-sharing which some examples of coopera-
tion in this field may entail.

64. The competitive functioning of the distri-
bution trade is an important element of compe-
tition in the motor vehicle sector within the
common market. The Commission recognizes
the manufacturers's rights to set up networks
based on the selection of dealers, which has
enabled sales systems appropriate to the prod-
ucts to be established. In this way, the manu-
facturers’ ability effectively to use their special-
ized sales networks as necessary to defend their
market positions is guaranteed in law. Experi-
ence makes it possible to contemplate the early
adoption of a regulation giving a block exemp-
tion to distribution agreements applied, in cir-
cumstances which are equitable towards the
various interests concerned, in the motor indus-
try. Because of the importance of maintaining
effective competition in the oligopolistic motor
vehicles market, the Commission must ensure
that the sales networks of the major manufac-
turers remain independent, and in particular
that price competition in trade between Mem-
ber States is not eliminated.

These considerations together show that the
wishes expressed by the European Parliament
as regards the safeguarding of competition and
the need for increased cooperation within the
Community motor vehicle industry, stressed in
its opinions as a whole, are quite compatible.

It should, however, be noted that efforts
towards cooperation should not be limited to
the vehicle sector in the strict sense of the term,
but should also extend to links with the elec-
tronics and industrial plant industries. In view
of the strategic nature of these two sectors and
of the breadth of their markets in the Com-
munity, the question of concentrations and
agreements at European level in these two
fields should indeed be examined carefully.
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Intervention by public authorities

65. Nowadays, public intervention in the
automobile industry is a general phenomenon:

in Japan, where the industry originally devel-
oped in a closed market spurred on by the
MITI! and with the help of tax and financial
concessions — and is still the subject of an
attentive industrial policy ;2

in the USA, where the Federal Government res-
cued the Chrysler Group by guaranteeing loans
and where a deregulation programme has
recently been implemented;?

in most European countries, where govern-
ments support their motor manufacturers in dif-
ferent ways and to different degrees.

Measures taken by the Japanese authorities in
this respect seem have been extremely effective
although their level of support was no higher
than in some other countries. In the USA, the
debate about federal financial aid to certain
manufacturers still goes on. In the Community,
discussions are focusing on the effect of public
intervention policies on the structural reorgani-
zation of the automobile industry.

66. This concern is expressed in the European
Parliament resolution which, in para. 5, insists
on the need for ‘the coordination of national
aid schmes’. The European Metalworkers Fed-
eration would like an investment notification
scheme to be set up at national and Com-
munity level and public subsidies to the auto-
mobile industry to be harmonized on a Com-
munity scale.

These requests seem all the more well-founded
as the growth forecasts made by the automobile
industry in general clearly show up a slower
development in which replacement could con-
stitute the essential part of the future demand
on the traditional markets. In such a perspec-
tive the inapposite use of public resources
could lead to the risk of creating overcapacity
with regard to which the temptation to remedy
by the search for protectionist measures or by
the granting of new reorientation aids would
exist.

! Ministry of International Trade and Industry.
? Point 23.
* Point 31.
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The possibility of such public incentives should
rather be contemplated with the aim of improv-
ing the competitiveness of the automobile
industry, in particular by the reorganization and
the increase of the content of the value-added
by the firms.

67. In general, the need to restructure and
modernize the automobile industry and the
special competitive situation prevailing on the
market should be taken into consideration:

by the Member States, when granting State aid
to certain firms. In this respect, the factors to be
taken into account by the Member States
should not be based exclusively on national
considerations but should take into account the
possible effect of this aid on the situation in the
Community industry as a whole. Taking the
Community context into account in this way
should make it possible to achieve consistency
and avoid the risk of one-upmanship and
expensive wastage from the point of view of the
common interest;

by the Commission, which is responsible for
ensuring compliance with the rules on State aid
unter Articles 92 et seq. of the EEC Treaty. In
doing so, the Commission can include in its
assessment, subject to certain conditions and
under the discretionary powers which it has
pursuant to Article 92 (3), certain aspects of the
special competitive situation existing on the
world automobile market. In the points of view
that it has expressed, the Commission has
accourdingly already taken account of Com-
munity priorities in various areas (energy sav-
ing, pollution control, regional and employ-
ment policy). In addition, once the objectives
have been set and the requisite adjustments
have been recognized, resources must be
deployed in order to carry out the action
involved. This is one of the aspects which will
have to be taken into consideration when
assessing State aids; it may also have a direct
bearing on the allocation of Community sup-
port.

Such an overall approach to public intervention
will entail careful consideration, in conjunction
with the Member States, of the need for specific
sectoral measures and possibly the criteria for
using Community financial instruments.

68., In this connection, the Commission could

set up machinery for monitoring the aid granted
to the automobile industry. As an appropriate
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measure under Article 93 (1) the Commission
could ask the Member States to inform it, after
the fact, of all aid granted to the automobile
industry, whatever its origin and legal basis.
Such an arrangement would extend the infor-
mation available to the Commission beyond
the types of aid of which it receives prior notifi-
cation to include aid granted directly by the
Member States in the context of special agree-
ments with the Commission under the heading
of regional or general aid schemes. This would
obviously not prevent these types of aid being
implemented, but would make for greater trans-
parency and enable the Commission to assess
the overall impact of the aid. Where appro-
priate, the Commission could activate preven-
tive action, in particular if it was to find that
this aid was likely to aggravate the structural
problems of the industry.

By contrast, an aid management system would
seem to be inappropriate as long as the industry
is not in a state of crisis, as already emphasized
in point 15 of this paper.

Financial matters

69. Considerable amounts of investment will
be required in order to reorganize production in
Europe’s automobile industry, although not as
much as will have to be invested by North
American manufacturers. Moreover, inevitably
the climate will not be nearly so favourable as
in the past.

Some particularly important points have to be
considered here; not only the amounts which
should be allocated and in what fields, but also
the extent to which firms can actually raise the
money.

Investment and financial capacity

70. The information available does not give a
very clear indication because of the complexity
of financial structures and because firms regard
such information as confidential.

Generally, the position can be summarized as
follows:
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Investment projects

American manufacturers expect to spend
75 000 million dollars over the next five years,
although this is for the retooling of production
plants;!

Japanese manufacturers will be investing
12 000 million dollars at home over the next
three years, although their plant is already
extremely efficient;?

European manufacturers are planning to invest
some 35 000 million dollars over the next three
to five years (estimate).

By way of comparison, the amounts invested
between 1970 and 1977 were as follows:

the four leading American manufacturers spent
less than 35 000 million dollars;

the three leading Japanese manufacturers spent
some 8- 5 000 million dollars;

the ten leading European manufacturers spent
a little over 15 000 million dollars.

Financing capacity

Only the Japanese will be able to release sur-
plus financial resources over the next few
years; this is already allowing them to begin to
diversify to some extent.

Although, over the last ten years, American
manufacturers have been able to finance them-
selves (average self-financing ratio between
1970 and 1977 was around 170 %), they will
now have to borrow heavily, not only because
of their investment plans, but because of the
heavy losses they have been making, particu-
larly in 1980.

European manufacturers were just beginning to
restore their overall financial capacity (with a
self-financing ratio of [10 % between 1974 and
1977 compared with 85% between 1970 and
1973), but will probably have to start borrowing
again more substantially. Their debt burden is
still high compared with their competitors; in
1978, the long-term indebtedness of the main
Community groups was generally 20 % higher

! Point 30.
2 Point 28.
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than their long-term capital compared with
figures of 4-8 % for General Motors and 0-1 %
for Toyota.

Under these circumstances, all the institutions
which help in one way or another to finance
motor industry investment, particularly the
Commission, which has contributed substantial
amounts over the last few years, should reflect
on their policies.

Community financing

71. To date, the Community's financial con-
tributions to the automobile industry have been
granted for non-industrial reasons, usually
regional or social.

Over the last few years the following amounts
have been granted:

some 290 million units of account (u.a.) in aid
from the European Regional Development
Fund (1975-80);

some 435 million u.a. in European Coal and
Steel Community (ECSC) loans (1975-80);

some 250 million u.a. in European Investment
Bank loans (1975-79);

several million u.a. in Social Fund aid.!

When assessing the practical effect of these
contributions, it should be remembered that:

ERDF aid is only a partial refinancing of
national aid and is designed to have a ‘neutral-
izing> effect, i.e. to compensate firms for the
cost of siting their plants in specific regions;

EIB loans are granted on the basis of normal
market conditions and carry no privileges;

ECSC loans, which may be combined with
interest subsidies, are used to encourage firms
to set up plants and to enter into various
employment commitments in accordance with
Article 56 of the ECSC Treaty.

Their financial impact has been far from negli-
gible, since the ERDF contributions towards
financing of the investment in question was
nearly 7 % between 1975 and 1980 and, in many
cases, ECSC loans have financed as much as
50 % of the operations in question (that being
the maximum rate). According to an approxi-

! Point 79; Annex 1S5.
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mate calculation, more than 5 % of investment
in the car industry over the last few years has
been financed out of Community funds.

These figures show that, as a result of its dyna-
mism, the automobile industry has managed to
make considerable use of the possibilities
offered by the Community’s financial instru-
ments.

The importance of the Commission’s contribu-
tion in the future will not be the amount it
spends, but where it spends it — e.g. to help
better coordinate productivity improvement
objectives — and the way it raises and distri-
butes the capital the industry requires.

72. What has to be decided now is obviously
which criteria should be used as a basis for allo-
cating Community financial support. These cri-
teria might also serve as a reference basis for
assessing the aid given by the Member States
and thus provide an impetus. Taking into
account our previous remarks on the kind of
changes the industry will have to make and the
circumstances governing its intervention, these
criteria could be defined so as to:

® encourage the integration of Community
activities by supporting attempts at cooperation
between several manufacturers;

¢ support the rationalization of component
manufacturing since, for the economic and
industrial reasons already mentioned (econom-
ies of scale, increasingly international character
of the market), that is where efforts should be
concentrated; Community support would then
be given to component plants, which account
for an increasing proportion of value added,
rather than to final assembly lines;

¢ avoid that the conditions for the granting of
Community aids, amongst other things, hinder
technical progress by linking too strictly the
aids to the number of jobs created. Only by
increasing competitiveness and rapidly apply-
ing technological progress can we protect
employment, not only in the automobile indus-
try but in the industries which supply it and
depend on it.

Technological aspects

73. The international competitiveness of the
motor industry has traditionally been based on
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its technological lead. In view of the need to
produce — competitively — vehicles which
meet increasingly stringent energy requirements
whilst complying with safety and environmen-
tal protection requirements, the firms must
make better use of the technological lead and
speed up research.

Apart from the actual efforts made by the var-
ious zones of production, success will depend
on the ability to organize these efforts consis-
tently over the long term, since research and
development has a rather long lead time
because of the time-lag between the design and
marketing of vehicles.

This time factor specific to the automobile
industry makes for a certain amount of inflexi-
bility which to a great extent determines the
transitional stages which the decisions to be
taken by the firms must take into account. It
highlights the need for a long-term view of the
R&D policy to be pursued and the legisiative
implications so that the industry can decide in
the best possible conditions.

Research and development

74. The first point which has to be made is
that the extent and nature of R&D extends well
outside the automobile industry in the strictest
sense. One only has to consider the importance
of electronics, research into new materials and
experiments with alternative drive systems to
realize that there are many different industries
involved.

This being the case, it is first necessary to con-
sider the overall positions of the main competi-
tors. The graph in Annex 11 clearly shows that
the general level of research in the Community
is proportionately lower than in the United
States and for some years now has been over-
taken as a result of an increase in Japanese
research. The amounts spent on R&D by indivi-
dual European motor manufacturers also seem
lower than those spent by their main competi-
tors. Expenditure on R&D in motor manufac-
turing in the Europe of Nine has been esti-
mated at less than 10 % of the industry’s total
expenditure; the figure in the United States is
at this level and that for Japan substantially
exceeds it.

In addition to these figures, we should compare
the amounts contributed by the various public
authorities. Although there are considerable dif-
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ferences between the figures available, they do
show that the American and Japanese manufac-
turers receive much more public support than
European manufacturers:

the US Government finances 11 % of R&D
expenditure by motor manufacturers, whereas
in Germany and France the figure is put at 5 %
and | % respectively;

the tax arrangements which apply to R&D
expenditure in Japan mean that they can be
partially offset against profits tax.

This is serious because technological progress
now seems to be the main growth factor and
industrial competitiveness and flexibility of
production depend in the long term on ability
to innovate.

It should be emphasized that the Community
will only be able to take advantage of the
opportunities presented by the reorganization
of the automobile industry, e.g. the use of
robots and the use of electronics, if it can come
up with and implement the new developments
required in the industries concerned by setting
up production plants which can cater for
changing demand requirements. If it cannot,
this will have extremely serious repercussions,
not only in a direct economic way but also
because of the risk of European industry
becoming technologically subservient.

75. Because of the increasing importance of
the economies of scale which can be achieved
financially and industrially, the only solution
once again seems to be cooperation and coordi-
nation. Dispersal of effort could be extremely
disadvantageous, both as regards the use of
already familiar technologies and in devising
techniques for the future.

Cooperation concerns not only automobile
manufacturers, who have already set up the
Joint Research Committee! with a view to car-
rying out joint research in, for the moment,
non-competing areas. It should also be
extended to the manufacture of components
which can only be modernized by technological
developments, to the electronics industry,
which will have to provide an essential contri-
bution and to the capital goods industries for
the development of research into the use of
robots.

! Renault, PSA, BL, Fiat, YW and Volvo.
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It should concern not only firms but also public
authorities, universities, trade unions and con-
sumers, which are all affected.

As stated in para. 19 of Parliament’s resolution,
it is only at European level that the requisite
coordination can be considered.

For the present situation to develop along those
lines, however, an overall approach will have to
be devised whereby a long-term view is taken
of the whole of the car industry and its pros-
pects for change.

The need for a long-term view

76. A number of R&D projects have been
undertaken in the various Member States, and
programmes on the use of alternative fuels and
the development of vehicles of higher energy
efficiency are under way.

The Commission is also giving support, in the
form of studies and financial encouragement,
for specific projects into ways of reducing con-
sumption.

Hitherto, these projects have been undertaken
basically for defensive reasons, but it now
seems necessary to move into a more active
mode, anticipating long-term developments in
the motor industry on the basis of reasonable
economic and social assumptions for the next
fifteen or twenty years and working out short-,
medium- and long-term objectives accordingly.

At Community level, the main points of this
policy would be:

® action to encourage a climate more favour-
able to innovation;

¢ supporting the industry’s attempts at cooper-
ation;

o legislation in line with technological and
economic development;

e working out R&D guidelines as ipart of an
overall long-term view of the development of
the motor car.

Firms will obviously play the leading role
where goal-setting and attainmen{ are con-
cerned. In this connection, the projects on
which work is at present being cartied out in
the Joint Research Committee conterning, in
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particular, long-term research into combustion,
quality and composite materials should be
encouraged. One of the initiatives taken by this
Committee seems particularly noteworthy —
the setting up of a joint centre in the framework
of which manufacturers will define the charac-
teristics of the electronic components needed
for cars. This venture should make it possible
for requirements to be expressed in standar-
dized fashion; as a result of the creation of
homogeneous demand, this would be favour-
able both for users (less expensive supplies)
and the electronics industry which would have
a European automobile components market.

77. The Commission’s contribution, the main
aim of which would be to help the industry gain
a better awareness of requirements and possi-
bilities, would consist of:

e One-off operations:

taking stock of research, development and
innovation work and projects under way in the
Community, so as to have a clearer idea of
what has been achieved and clarify the options;

making a contribution to the pursuit of studies
or pilot projects recognized as being very
important (e.g. gas turbines, multi-fuel engines,
etc.);

¢ Ongoing operations with a view to:

setting up observation and joint consultation
machinery the purpose of which would be to
provide all the parties concerned with informa-
tion and a forum for exchanges of views on the
findings of research and development pro-
grammes, developments abroad, and the long-
term requirements on the various markets
throughout the world etc.;

setting up technical centres for research and
innovation concerning automobile compo-
nents;

defining coordinated basic research pro-
grammes involving industry, universities and
public authorities, and setting up centres of
excellence for advanced technology, bringing
together car-makers, accessories manufacturers
and State-run laboratories (in connection with
high-temperature materials or composite mate-
rials, for example).

Such an approach can clearly only be success-
ful if all the parties concerned are actively and
coherently involved.
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Changes concerning employment
and regional problems

78. The social implications of the economic,
industrial and technical developments relating
to the automobile industry will, of course, be
considerable. They will entail significant
changes in qualifications and the sectoral allo-
cation of labour and will affect the regional
location of activities.

Nature of the changes

79. For several years the Commission has
been taking steps to help adjust employment to
economic change and improve industrial rela-
tions. In particular, Social Fund operations
have been directly aimed at the automobile
industry to enable several thousands of workers
to be found jobs or retrained. Various types of
measures have been introduced:

¢ measures concentrated in regions which were
slow to develop or where the principal indus-
tries were in decline;

¢ encouraging the application of technical pro-
gress by means of specific vocational training
operations (use of robots, CAD, computeriza-
tion of assembly bays);

¢ increasing job mobility and worker retraining
in groups of companies.

It can be seen from the foregoing remarks that
in the future there will be changes in:

the types of jobs; the labour force will have to
face major conversion problems to cope with
structural changes affecting the level of qualifi-
cations and the distribution of jobs in the
industry;

the numbers of jobs; the problem will have to
be tackled taking the automobile industry in its
broadest sense, including the industries which
supply it upstream and depend on it down-
stream.

80. Faced with this situation, the trade unions
have come out in favour of shorter working
hours, changes in the way work is distributed
and a far-sighted manpower policy,! whereas
the industry emphasizes that the way the econ-

1 See the EMF's position papers of 22.10. 1980 and 13.4.
1981.
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omy is developing will make it difficult to keep
improving social advantages and that it is
necessary to increase the rate of utilization of
the production equipment.

However, more automated production, which
everyone agrees to be necessary, will have the
following consequences:

o it will cut the workforce employed by motor
manufacturers, as a result of the partial shift to
industries upstream (components, machine
tools, industrial robots and electronics) and
downstream (servicing and maintenance);

¢ the proportion of directly-employed workers
will drop and the number of indirectly-
employed will increase, thus limiting the effect
of direct labour costs on retail prices and tend-
ing to push up salary levels;

¢ working conditions should
tedious jobs are eliminated.

improve as

The whole problem really boils down to reor-
ganizing work and the need to use equipment
more fully, along the lines already followed for
data-processing equipment. Some kind of solu-
tion may be found in:

greater flexibility in allocating work and the
duration of work;

job enhancement by using equipment favouring
the use of skilled and versatile labour;

adjusting salaries to changes in qualifications
and working conditions.

This kind of reorganization will only be possi-
ble with the agreement of both sides of indus-
try, and must not be hampered by excessively
inflexible administrative regulations, since it is
particularly important — in view of the fact
that the economic and industrial conditions are
in such a state of flux — that all the economic
operators involved should display the drive and
flexibility required by the scale of the adjust-
ments to be made.

81. The first stage should, of course, be to try
to predict as accurately as possible the effects
of the changes under way on employment and
working conditions. The shortage of detailed
information and research on this topic is really
disturbing in the present circumstances, as it
restricts the genuine scope for adjusting to the
changes and the ability of firms to find labour
in line with their requirements.
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The Commission takes the view that it is neces-
sary to collate, expand and assess the informa-
tion and forecasts concerning the implications
of the changes affecting production, and in
particular automation, with regard to employ-
ment, qualifications and working conditions,
and it will make a contribution towards the
efforts that will be made in this connection.

82. Last but not least, vocational training
would seem to be a really important matter. [t
is amazing that, despite the high level of unem-
ployment resulting from the general economic
crisis, a large number of jobs remain unfilled
because personnel with the right qualifications
are just not available, and this leads to bottle-
necks, very often at strategic points in the pro-
duction process.

For example, according to a recent article on
the situation in France — to take only the
industries directly related to the needs of the
automobile industry — the staff complement
available for training microelectronics engi-
neers is less than half of what is needed and the
market for technicians and engineers specializ-
ing in the maintenance of sophisticated equip-
ment (e.g. robots) is very tight.

Although the Commission can help with spe-
cific operations, the main responsibility lies
with the Member States. It is essential that they
set up training, education and vocational
retraining programmes.

There is a very wide difference between the
average training levels of Japanese and Euro-
pean workers,! and many European companies
are already complaining that they cannot find
enough engineers and technicians with the right
training to implement the production changes
they would like. This point really must be
stressed: if industry is to change successfully,
its workforce must adapt to new forms of pro-
duction; this is a problem which is faced by
other industries, too.

Location of activities

83. The location of automobile manufacturing
activities does not depend solely on technical
requirements. The choice of geographical area
for new investment largely depends on the

existing equipment, networks for trade between
industries and the position of staff already
employed.

For fifty years, the Community’s automobile
industry was the main ‘industrializing industry’.
The move towards units producing parts and
accessories and the use of virtually fully-auto-
mated production lines means that other activi-
ties will assume this function.

It does not mean the elimination of human
involvement but the concentration of man-
power on building, maintaining and organizing
production units, which means replacing semi-
skilled with highly-skilled jobs.

From a general point of view, it follows from
the above that the structural changes required
will increasingly shift the proportion of the
value added in automobile manufacture to
industries further up the chain, particularly the
component-makers. This will have major reper-
cussions on the geographical distribution of
investment since the growth in the value added
of the product causes markets to expand and
these can be served from one single production
unit (the cost of purchasing and transporting
the raw materials and of distributing the fin-
ished product would be less significant in rela-
tion to the overall cost price).

In addition, these plants will have much larger
production capacities than the plant they
replace; they will employ fewer staff but they
will be more highly skilled. Such plants will
also make much more extensive use of outside
services than the old plants. This factor ties in
with the effects of the trend towards the ‘world
car’, leading to the erection of production
plants which are designed to serve larger mar-
kets.!

All these factors ultimately increase the degree
of flexibility with regard to options for the loca-
tion of production, and accentuate the stimulat-
ing effect of the instruments now available for
the implementation of regional policies.

The dynamics of the internal
market

84. The Community automobile market is the
second largest in the world after the American

! Poim 26.
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market where passenger cars are concerned.!
Allowing for differences in car ownership lev-
els, it is this market which will generate — in
absolute terms — the major part of world
demand in the years ahead. This is an impor-
tant advantage for the Community automobile
industry, since a broad, homogeneous internal
market is needed as the basis for the industrial
changes needed, and the precondition for mak-
ing them pay off, from three points of view:

possibility of producing on a large scale, and
hence of benefiting from the economies of scale
inherent in series production;

diversification of demand, thereby increasing
the development potential;

impetus to innovate, a vital necessity with a
view to improving competitiveness.

Strengthening the internal market, and making
use of the dynamics of the internal market, i.e.
combining all the favourable effects attaching
to the size of the market, are therefore really
important:

for all the economic operators with responsibil-
ity for bringing about this economic entity, and

above all for the firms, on which it falls to
exploit the potential developed in this way.

85. The action taken by the Commission in
the last two decades has made it possible to
achieve a great deal in this area, in particular as
a result of the removal of technical barriers to
intra-Community trade, by virtue of which
manufacturers can now produce the same vehi-
cles for all Member States.

However, an examination of the present situa-
tion indicates just how much remains to be
achieved in order to create an environment
which is genuinely favourable to the develop-
ment of the motor car within the Community.
The dimension required for the structural
adjustments to the automobile industry is
clearly that of the Community, and greater
efforts will be required with a view to the grad-
ual convergence of the many heterogeneous
aspects and in order to achieve greater consist-
ency within the Community framework. The
prospects afforded by framing of legislation in

! Annex |I.
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line with technical and economic developments
are, to the Commission’s way of thinking, an
important aspect in the creation of the environ-
ment required.

The general framework

Removal of barriers to intra-Community
trade

Achievements to date

86. Optimum conditions for automobile man-
ufacture in relation to the size of the market
cannot exist in the Community unless the tech-
nical characteristics of the vehicles manufac-
tured in each Member State are such that they
can be freely sold on the other markets. Only if
this condition is fulfilled can economies of
scale be fully exploited. This basic considera-
tion itlustrates the industrial effect of harmoniz-
ing legislation, the practical expression of
which is the removal of technical barriers to
intra-Community trade.

The Commission has naturally given promin-
ence to this action in the automobile sector in
view of the economic importance involved:
exports of motor vehicles between Member
States are almost 50 % higher than exports out-
side the Community, totalling some 2 700 000
units in 1980.

The Commission has almost reached its goal of
achieving EEC type-approval, enabling the
technical specifications of a vehicle approved
in one Member State to be recognized through-
out the Community.

Such has been the progress with the harmoniza-
tion of the technical characteristics of vehicles
in the last ten years, thanks to the efforts of the
Commission in close conjunction with the
industry, that there are now fewer differences in
specifications between the Member States than
exist between the various states in the USA.!
The areas where harmonization is still to be
achieved are not a source of concern for the
automobile industry, which is now able to
exploit the advantages of series production.

! Fifty-nine Directives have been adopted in this field,
including those relating to adaptation to technical progress
(Annex 13).
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It has been estimated that these harmonization
measures have produced cost price savings of
more than 10 %.

Questions outstanding

87. The Community type-approval system has
not yet been put into practice. All that remains
is for the latest Directives on the removal of
technical barriers to trade in motor vehicles to
be adopted, as called for in para. 14 of the
European Parliament resolution: the three
Commission proposals remaining (windscreens,
tyres and permitted towing weight!) have been
before the Council for some time. As the reso-
lution also points out, adoption of these propo-
sal will pave the way for an EEC type-approval
certificate for motor vehicles which would put
the Community in a strong negotiating position
— under the new GATT agreements — con-
cerning reciprocity in respect of non-tariff bar-
riers. The present problem is one of external
trade since the industrial benefits of harmoniza-
tion can now be fully exploited.

It is for this reason that the full implementation
of EEC type-approval is now directly linked to
the concept of Community certification for
industrial products coming from non-member
countries; a Commission proposal for a Direc-
tive on this subject is also pending before the
Council.?

The two areas for detailed consideration are:

the accessibility of vehicles from non-member
countries in a truly unified internal Community
market in which a vehicle approved in one
Member State would, de facrto, meet the
required marketing specifications in the other
Member States. This matter is obviously
directly connected with the question of the bal-
ance of trade;?

the reciprocity which the Community has a
right to expect from other manufacturing zones
regarding the removal of non-tariff barriers. In
this connection, the industry has called on the
Community on various occasions to promote
international trade actively, in particular

YOJC L9, 16.11,1972; 03 C 15,20.1. 1977, 0§ C 37, 14. 2.
1977.

2 OJ C54,4.3.1980.

3 Points 98 er seq.
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through the removal of the barriers to exports to
other parts of the world. Accordingly, the Com-
mission has already approached the Japanese
authorities with a call for the removal of tech-
nical barriers to automobile exports to Japan
and, in particular, for the simplification of
type-approval procedures and the delayed
implementation of standards relating to pollu-
tant emissions in respect of vehicles imported
from the EEC. .

As things stand, it would appear to be highly
desirable that any attempt to find a solution —
which would naturally involve the adoption of
the Directive on non-member countries and
Community certification — does not increase
protectionist pressures and lead to a fragmenta-
tion of the internal market.

88. Consideration should also be given to a
final point concerning the removal of technical
barriers, namely roadworthiness tests. The fact
that some Member States still do not have the
facilities for testing private cars is disruptive to
the trade in second-hand cars between Member
States.

There are grounds for thinking that the wide-
spread introduction on a European scale of
roadworthiness tests for passenger vehicles —
as called for in para. |5 of Parliament’s resolu-
tion and by a number of manufacturers —
would have beneficial effects on safety, the
environment, fuel consumption and mainte-
nance of vehicles and on the pattern of
demand.

However, those Member States which do not
have such a system believe that its introduction
would have an adverse effect in cost-benefit
terms.

In the final analysis, some preliminary investi-
gation should be carried out to verify the value
of broadening the scope of the Community
Directive on roadworthiness tests,! which was
restricted by the Council to commercial vehi-
cles when it was adopted.

The automotive environment in the
Community

89. However, the technical unity of the inter-
nal market, to which the removal of barriers to

' OJL47,18.2. 1977,
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trade has contributed, should not conceal the
many differences still affecting the automotive
environment within the Community. These
persisting differences are preventing firms from
exploiting the full potential offered by the
dimension provided by the Community as an
economic entity.

A brief review of the conditions affecting the
manufacture, acquisition and use of motor
vehicles in the Community will highlight the
diversities which exist, and the policies which
could be pursued by the various parties con-
cerned, in order to arrive at a solution.

Manufacture

90. Mention has already been made of the
impact of taxation on the conditions of produc-
tion.! In this respect, the circumstances in the
various Member States are highly disparate.
The national taxation systems, over which the
Member States still exercise almost supreme
authority, are highly divergent and complex
and it is very difficult to determine — for a
given Member State — whether the systems are
more or less favourable to automobile produc-
tion than in another Member State or in Japan.

This situation raises two key issues, i.e.:

the distortions which may, for purely fiscal rea-
sons, affect the conditions of competition
between Community manufacturers;?

the overall effectiveness of any aid granted: it is
clear that fiscal measures have played a particu-
larly effective part in developing the competi-
tiveness of the Japanese industry although the
financial burden has been no greater than in
other competing countries,

Harmonization measures already carried out or
proposed by the Commission have concen-
trated on structural aspects and taxable
amounts.

In the coming years, the action will continue
along these lines and a whole series of propo-
sals have yet to be made in this field, particu-
larly as regards the determination of firms’ tax-
able profits.

! Point 74.
2 Point 65.
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Apart from the structural disparities existing
between the various taxation systems, mention
should also be made of the vast spread of rates
of taxation, which are again laid down under
the sovereign authority of the Member States
and have a direct effect on the number of vehi-
cles purchased.

Vehicle acquisition

91. There are considerable discrepancies in
the national laws concerning vehicle purchase
taxes (VAT and registration fees): in Denmark
and Greece, for example, the level of these
charges is particularly high, but they are fairly
low in Luxembourg.

The effects may be assessed from two main
angles:

¢ The general level of taxation directly affects
the volume of vehicle demand, and the relative
differences in this taxation burden conse-
quently manifest themselves in divergent trends
in the markets affected;

e The methods by which this taxation is
applied (methods of calculation etc.) have an
impact on the actual pattern of demand and
thus have a favourable or adverse effect on
particular stages of the production process. This
also considerably upsets the homogeneity of
the internal market, which, in turn, may also
have significant commercial repercussions vis-
a-vis external competitors for example, by
encouraging imports of low-priced vehicles, as
has happened in Denmark and Greece. The
Commission would draw the attention of the
Member States to the favourable effects that
would flow from greater solidarity within the
Community in this respect; this would lead to
less divergent policies.

Finally, a more general factor concerning the
acquisition of vehicles in the Community
should also be stressed, namely the role of the
consumers themselves, who have a dual respon-
sibility by being concerned both with the oper-
ation of the manufacturing system and by tak-
ing decisions to purchase.

Since the conditions of production on the Com-
munity market are different from those in other
manufacturing areas a clear distinction should
be made as regards consumption between:
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¢ the purchase of Community products which
may be more expensive because their cost
reflects a standard of living which does not
exist in certain competing countries, and

o the acquisition of cheaper vehicles manufac-
tured under different circumstances where there
is clearly an indirect cost to the Community
since it leads to a market loss and hence to an
erosion of the Community’s industrial base.

Use

92. There are two overriding factors which
affect the use of motor vehicles, namely the
cost of fuel and road taxes, on the one hand,
and the cost of insurance, on the other.

The taxes on fuel, which constitute an essential
element of the prices of these products, and the
road taxes, the calculation methods of which
are very variable from one Member State to
another, can also affect the pattern of demand
(for example, the ratio of petrol- to diesel-
driven vehicles): in the United Kingdom, the
excise duty on diesel fuel is high, but it is much
lower in Italy.! Overall, the proportion of excise
duty in the price of fuel has dropped since 1973
in many Member States. Bearing in mind the
aims to be pursued in the energy sector, it
would seem desirable that this relative propor-
tion should remain the same or even be levelled
out in future.

This disparity may also be observed in relation
to the cost of third-party insurance which is
influenced in particular by the third-party lia-
bility systems themselves, which have not been
harmonized, and by the amounts for which
vehicles have to be insured. The Commission
made some proposals with a view to ‘approxi-
mation’ in this respect in August 1980.

In addition, it may be unwise to advocate an
examination of the ‘practical scope there is for
an agreement between producers of compo-
nents, insurance companies and organizations
of vehicle repairers to expedite, standardize and
reduce the cost of the procedures followed for
repairing vehicles and settling complaints’
referred to in para. 29 of the European Parlia-
ment resolution, since there is a possibility that
the partitioning of markets would increase as a

! Tables in Annex 12.

S. 2/81

result of such an agreement, a trend which
would run counter to the efforts now being
made by the Commission to ensure freedom in
the provision of services in the insurance sector.

»

All the matters raised above provide the basis
for an analysis of the main aspects involved in
strengthening the cohesion of the Community's
internal market.

In the light of this, the Commission takes the
view that an important aspect of its efforts must
concern legislation in line with technological
and economic development.

The outiook as regards legislation

93. The effect of legislation on the motor
vehicle industry is not merely confined to the
direct impact of constraints concerning safety
and environmental conservation and energy
consumption, it may also significantly affect
the competitive pasition of rival zones of pro-
duction.

Hence the need for a European approach
embodying all these aspects.

The economic importance of legisiation

91. Legislation has had a marked effect on the
automobile industry in recent years. In the new
economic order created in the wake of the
energy crisis and characterized by increased
international competition, legislation will — by
virtue of its economic impact — be required to
play a decisive part.

The facts of the problem

95. The scope of legislation is becoming ever
wider: in addition to safety and the environ-
ment, increasing attention is being paid by the
legislative bodies to energy consumption, either
because of dependence on external supplies or
because of the specific importance of the motor
vehicle sector in the total consumption of
petroleum products.

From this point of view, the situation in the
United States is markedly different from that in
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Europe and Japan in that the US is less
dependent on external supplies; on the other
hand, the automobile sector accounts for a par-
ticularly high share of oil demand (30 % com-
pared with 16-17 % in Europe).

The present situation in the three major manu-
facturing zones is as follows:

Japan. Tough legislation already exists regard-
ing safety and the environment, and manufac-
turers have adopted voluntary targets concern-
ing the reduction of fuel consumption which
are generally much more severe than those cur-
rently envisaged in Europe.

United States. The existing regulations on safe-
ty and the environment have been backed up
by administrative constraints to reduce the rela-
tively high levels of consumption, bearing in
mind the present efficiency ratings of American
cars. The new Administration has recently
embarked on a deregulation policy consisting
of removing a number of constraints,! reducing
restrictions concerning the formulation and
implementation timetable for projects main-
tained, and turning towards active cooperation
with the industry in determining future objec-
tives.

Europe. The regulations on safety are fairly
stringent but are less so as regards the environ-
ment (with the exception of noise). At present,
the only constraints on consumption consist of
voluntary commitments given by manufacturers
to their respective governments to reduce the
fuel consumption of their vehicles.

Taking into account the changes under way in
the rival manufacturing zones, and in particular
deregulation in the United States, objectives
must be set and resources must be deployed in
order to secure a more homogeneous body of
legislation in the Community. The problem to
be resolved is extremely complicated, since
account must be taken of legislative constraints
in all the measures for reducing energy con-
sumption and, in particular, tax provisions.?
The advisability of making use of motor fuel
excise taxes in order to keep fuel costs in line
with the general price trend, and the possible
cffects of a more general reorganization of pur-
chase taxes and vehicle use taxes based on
energy consumption, have already been
emphasized.

! Thirty-four different regulations in the first stage.
? Point 89.
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Moreover, it is necessary to:

¢ reconcile the aims of improving safety and
reducing noise on the one hand and reducing
fuel consumption on the other,

e take into account the disparity which exists
within the European industry and the effects of
legislation on its competitive position.

Economic impact of regulations

96. This is closely bound up with the effect of
regulations on the competitive capacity of
firms. The inter-relationship between the legis-
lative and competitive factors must be viewed
from three complementary viewpoints, i.c.:

¢ Any delay in the legislative programme
would make the European domestic market
increasingly vuinerable to outside competition
and would encourage latent protectionist trends
which would not only threaten the cohesion of
the internal market but would also jeopardize
the progress already achieved in the field of
commercial and tariff policy;

¢ The penetration of foreign markets would
become even more difficult because — in order
to comply with local regulations — the Euro-
pean products would have to undergo modifi-
cations which would be very costly since they
would not be part of the normal production
process. For foreign competitors, the effect
would obviously be the opposite since they
would have no difficulty in exporting their
more sophisticated mass-produced products to
zones where the constraints were less strict;

¢ The cost of introducing regulations is closely
bound up with the length of production runs.

From this point of view, the European automo-
bile industry — aiready handicapped in com-
parison with the Japanese and the Americans
— could not cope with heterogeneous regula-
tions within the Community.

Given the increasingly international nature of
the motor vehicle market, legislation will have
to take greater account of international trade
since those States with the strictest regulations
will be able not only to dictate general market
trends — if their manufacturers are powerful
enough — but also to protect their domestic
markets and promote their exports. Accord-
ingly, it is highly desirable that at Community
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level there be formulated a legislative pro-
gramme which reflects all these aspects.

Definition of an integrated approach

97. The attitudes of the interested parties to
the trend in legislation in the Community are
still very different:

The trade unions support the establishment or
strengthening of European standards relating to
fuel economy, the campaign against pollution
and nuisances and safety, emphasizing that this
can only help to increase the competitiveness of
European manufacturers;

The automobile industry, on the other hand,
calls on the Community to give priority to
improved competitiveness rather than to mar-
ginal improvements — e.g. concerning environ-
mental protection — which could be achieved
by tightening up Community motor vehicle
standards;

The European Parliament resolution requests
the Commission ‘to conduct a survey of the
effects of Community regulations on energy
saving, safety and pollution.’

These different shades of opinion are also
apparent among the Member States, some of
which want the pollution legislation to be tight-
ened while others stress the difficulties for
industry of over-stringent environmental legis-
lation.

At the same time, these questions are being dis-
cussed at the highest level in the United States,*
and have led certain Community partner States
to tighten up administrative constraints (e.g.
Sweden and Switzerland).

The Commission has already undertaken a
number of studies on certain aspects of the rel-
evant legislation and is holding detailed discus-
sions with the industry on this topic. Further-
more, the Directives already adopted are being
regularly adapted to changes in technical pro-
gress.

Two topics can be considered here and now.

speed limits: there are now very few regions in
which speed limits have not yet been intro-
duced. The economic benefits (reduction in

! Points 39 and 93.
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fuel consumption and vehicle cost prices)
which the generalization and standardization of
speed limits could promote must be consid-
ered;

the balance between active and passive safety: in
many cases, with the present state of technol-
ogy, passive safety tends to increase fuel con-
sumption. A careful examination of the options
open and policy to be pursued in this area
would undoubtedly be very useful, and over the
last three years the Commission, in conjunction
with all the relevant bodies in Europe, has been
carrying out a major study programme on bio-
mechanics, the findings of which, which will be
available in 1982, will provide food for thought.

In the present circumstances, bearing in mind
the pressure exerted by rising energy costs and
the direct effects of the energy efficiency of
vehicles on the conditions of competition, the
Commission does not think it advisable to
introduce legisiation on fuel consumption.

In the light of all the factors mentioned above,
however, there is a need to adapt the relevant
legislation to the changes in the economic,
technological and energy situation. With this in
view, a global approach must be adopted, i.e.
taking simultaneous account of the factors
relating to energy saving, the environment and
safety and the salient decisions taken in respect
of other markets in order in create a stable leg-
islative climate conducive to the defence of the
competitive positions of the Community indus-

try.

The changing balance of
international trade

98. It is vital for the Community that its auto-
mobile industry responds positively to the
changing balance of international trade. An
examination of the changes affecting the trend
and structure of trade highlights the economic
and industrial opportunity of achieving stabil-
ized patterns of trade.

The relaxation of present tensions, and the
changes that are going to occur in the distribu-
tion of automobile production throughout the
world, will therefore basically result from politi-
cal consultation between the various producing
countries, since the growing integration of
production structures is conditional on the con-
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sistency of the decisions to be taken with regard
to external investment and industrial coopera-
tion.

The redeployment of trade

99. The present situation is characterized by a
marked imbalance in the situations of the var-
ious manufacturing zones with respect to trade
in automobiles.

Developments conductive to a lessening of the
commercial pressures created by this imbalance
could, however, lead to a redeployment in the
patterns of trade made necessary by the struc-
tural changes taking place within this sector.

Imbalance

100. The present situation regarding trade in
motor vehicles in the three major manufactur-
ing zones may be summarized as follows:!

the United States is a net importer, output is
currently some 1.8 million vehicles below con-
sumption;

the Community is a net exporter, manufacturing
one million more passenger cars than it con-
sumes;

in Japan, there is a large surplus in the balance
of trade since over 50 % of the total output is
exported whereas imports are currently negligi-
ble; the net surplus in the trade in passenger
cars is close to four million units.

This global review highlights the severe imbal-
ance in the patterns of trade in passenger cars.
Even including the other items of trade asso-
ciated with motor vehicles (commercial vehi-
cles, components, machine tools, etc.) the over-
all assessment remains the same.

Within the Community, there are also major
disparities between the levels of penetration of
Japanese vehicles (which alone account for
more than 50 % of Community imports? on the
various markets.? The reasons for these dispari-
ties are as follows:

! Annex |: Passenger cars.
2 Annex 1.
3 Point 45.
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historical: Italy has a system for the formal
curbing of imports of Japanese cars which have
been limited since 1956 to 2200 vehicles per
year; or

commercial: voluntary restrictions or de facto
stabilization of Japanese sales in the United
Kingdom and France.

The commercial pressures caused by these
imbalances have led to calls in the United
States and in Europe for a curb on exports of
Japanese vehicles. On 25 November 1980, the
Community’s Council of Ministers issued the
following statement:

‘... in the sectors where a continued increase in
Japanese exports to the European Community
would lead to difficulties, there needs to be
effective moderation designed to produce early
and tangible results. This should apply to the
European Community as a whole and not only
to certain markets’.

It is nevertheless clear that relations in the auto-
mobile sector must be seen in a global context
and that any decisions taken in this field in the
Community, the United States and in Japan are
closely interdependent.! In addition, the role of
the developing countries — in which the motor
car is a major industrial factor — should not be
overlooked.

101. The potential danger facing these three
major manufacturing zones is obviously an
increase in protectionist pressures which would
be damaging to them all since it would lead
inevitably to a downturn in world trade as a
whole.

As arecent GATT report points out:

‘... If a government increases trade barriers to
delay adjustments in the stock of domestic
plant and equipment, it will aggravate the
financial imbalance of the banking sector
through the impact of that action on the profit-
ability, and thus on the risk of default of
export-oriented firms. Even in the absence of
retaliation, protective action would hurt not
only foreign exporters, but also export firms in
the protecting country. This is due to the fact
that any import-reducing action will eventually
lead to a decline in exports. The decline results
from (i) the reduction in foreign exchange earn-

! Points 28 and 32.
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ings abroad, and (ii) the reduced availability to
the exporting firms of domestic resources, tied
up in the protected sector.’

This reasoning is particularly apposite to the
automobile sector, where any blockage in the
adjustment mechanism would be likely to turn
the recession into a crisis. Moreover, the argu-
ments developed earlier clearly reveal the possi-
bility of ensuring continued growth in this sec-
tor through the coherent adaptation of trading
structures. Seen in this light, industrial change
is not a burden but an activity generating
revenue to provide the basis for a new upturn
in this industry and in the various related
trades.

Stabilization of trade relations

102. The underlying reason for the increasing
commercial pressures in the motor vehicle
industry is that the pressures are unduly and
disproportionately concentrated at the end-
product stage. Careful scrutiny of possible
future trends in the automobile sector neverthe-
less points to the economic and industrial
opportunity of achieving — through more
intense world-wide integration of motor vehicle
production — stable and healthy trading struc-
tures based on increased trade in components
and on a balanced development in the siting of
productions units.

It should also be pointed out that future assess-
ments of this sector should increasingly include
not only the sale of finished vehicles and com-
ponents but also trade in industrial plant and
technology.

Without wishing at this stage to reiterate the
detailed arguments concerning the changing
patterns of trade contained in Part One of this
report, it is worth while to recall the main fac-
tors which — if exploited positively — could
provide a stable basis for international trade in
motor vehicles.

From a technical and industrial point of view,
two phenomena merit attention, namely:

the increasing disassociation in the stages of
automobile production which, for reasons to do
with economies of scale, have different levels
of optimum operation;

a shift in value-added to sectors upstream (com-
ponents and industrial plant) and making it
more ‘brain-intensive’.
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These two phenomea affect the balance of fac-
tors influencing the siting of production units
by giving greater flexibility of choice (less
dependence on the traditional criteria concern-
ing the international division of labour) and by
promoting an increase in world-wide integra-
tion of motor vehicle production (need to man-
ufacture components in large quantities and the
possibility of easier siting of a particular pro-
duction or assembly stage in the various mar-
kets).

The consequence of this development where
trade is concerned is the possibility of substitu-
tion or, at the very least, an increase in the pro-
portion of trade in components, capital equip-
ment and knowhow compared with trade in
finished products. The importance of this is
twofold since it would not only reduce the level
of tension in trade but would also strengthen
trading links by giving them a sound industrial
base.

External investment and industrial cooperation
would obviously provide the basis for such a
reorientation, which will, of course, be success-
ful only if the economic partners concerned
have the same political aims.

¥

External investment and industrial
cooperation

103. The importance of the issues relating to
these two subjects is underlined in the resolu-
tion passed by the European Parliament on
13 January 1981, paras 25, 26 and 27 of which
deal with investments by non-member coun-
tries in the Community, investments by Euro-
pean manufacturers in non-member countries
and the establishment of joint undertakings.

Two trends are evident, namely, the growing
integration of production structures and the
increasing number of cooperation agreements.

Integration of production structures

104. Although welcoming investment made
by European motor vehicle manufacturers in
non-member countries, the European Parlia-
ment resolution draws the Commission’s atten-
tion to the possible repercussions of non-mem-
ber country investments in the Community.
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On this second point, the industry has also
repeatedly stressed that the establishment in
Europe after the Second World War of subsidi-
aries of North American companies is the best
example of successful integration, made possi-
ble by the high degree of local acceptance
which placed these companies in competitive
positions directly comparable to those enjoyed
by European-based firms.

It follows logically from the foregoing argu-
ments that the issue should be considered in the
following terms:

¢ the world wide scale of motor vehicle manu-
facture nullifies any assessments based on a
‘compartmentalized’ conception of the various
markets;

¢ as a result, the options open to the industry
no longer come within the ambit of the two
traditional and alternative policies adopted by
American and Japanese manufacturers in
recent decades, i.c.:

in the case of the Americans, the installation of
the entire manufacturing operation in the rel-
evant markets, or

in the Japanese case, the centralized production
in the country of origin and the direct export of
finished products.

105. In future, automobile manufacturers will
have to gear their production and marketing
strategies to a distribution of the manufacturing
and trading activities between all the markets
involved. In other words, this means the large-
scale development of policies akin to those
already pursued for many years by European
manufacturers, as practised locally by Japanese
firms in the Asian markets and which are cur-
rently being developed by the major American
companies.! Such a change would entail a sub-
stantial increase in motor vehicle trade geger-
ally and rapid diversification in its structure. In
addition to this basically favourable aspect, it
would make it possible to envisage a more bal-
anced development of trade since it would
increase the reciprocal advantages for the var-
ious manufacturing zones and the opportunities
for intra- and inter-sectoral trade-off. Since
such a development is directly dependent on
the decisions of firms regarding external invest-
ments, it also concerns the public authorities
who are largely responsible for determining the

! Point 20.
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conditions in which the foreign investing com-
panies are received. It would be detrimental to
all the economic operators involved if more ser-
ious divergent trends were to appear — not
only between the major manufacturing zones
but also within the zones themselves. The
Member States of the Community have a
special responsibility in this respect since dif-
ferences in attitude to the manner in which for-
eign investors are welcomed would naturally
have serious repercussions for the Community
industry as a whole. In this connection, it
would be useful if the Member States could
take account of the guidelines that the Com-
mission will be laying down regarding criteria
for granting Community support.!

This matter is all the more important since the
development of industrial cooperation has
become necessary in order to improve the
economic effectiveness of the industry and to
ease commercial pressure.

Development of cooperation
agreements

106. Whereas there have been comparatively
few industrial cooperation agreements in recent
decades and only then restricted to specific
requirements, recent years have seen a sharp
increase in their number and type coupled with
a greater diversification in the underlying rea-
sons. The following examples illustrate this
point:

the American corporations have developed
their links with the Japanese industry through
financial participation and trade agreements
which are now widening to embrace industrial
and technological trade ;2

a number of agreements have been signed
recently between Japanese and European com-
panies (Honda and British Leyland; Nissan
and Alfa, Motor Ibérica and Volkswagen);

the acquisition of holdings with a practical
impact in industrial terms by companies in the
Community and in the United States (Renault-
AMC, Peugeot-Chrysler);

cooperation agreements between Community
and East European manufacturers have taken
on new forms.}

L Points 77 and 72.
2 Point 30.
3 Point 34.
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This large-scale movement clearly reflects the
underlying trend already mentioned towards
the gradual integration on a world scale of
motor vehicle production and also the recourse
to highly varied and flexible methods of mak-
ing the many adjustments in this sector:

recovery of firms in difficulty,

adaptation of technologically backward com-
panies,

harmonization of the conditions of inter-
national competition,

rationalization and strengthening of trade.

It is therefore important not only to encourage
this trend but also to master its repercussions.

107. Hence the need to develop greater coop-
eration between the economic and political ent-
ities involved. This clearly means that everyone
should play the free-trade game and comply
with GATT rules. On this point, the Commis-
sion takes the view that the Community, the
United States and Japan should fully recognize
their responsibilities to ensure the continued
existence of the free economic order, in which
they are the main protagonists.
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As the Commission pointed out during the
European Parliament’s debate on the European
automobile industry on 13 January 1981, all the
beneficiaries of this system should share the
burden; in this respect, Japan is in a special
situation since, for historical and structural rea-
sons, its present contribution is less than that of
its partners. It would not be normal for this
state of affairs to continue and for this country
to maintain its intransigent position vis-d-vis
trading arrangements, whereby manufactured
products could leave but not enter the country.
Each partner has a right to expect from the
others a fair contribution to the proper func-
tioning of a system of benefit to them all.

In the final analysis, the world motor vehicle
industry will not develop as it should unless
there is truly reciprocal and effective integra-
tion of manufacturing and trading structures.

The Commission has the political will to contri-
bute to this objective, but positive results will
only be achieved if the three major manufactur-
ing areas, namely the Community, the United
States and Japan, strive to achieve the same
aims.
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Annex 1

The automobilie industry, 1970-80 (passenger cars)

Year Community USA Japan i:e;:ﬁf Total
Passenger cars on the road 1970 53770 88 209 8 041 38180 188 000
(millions) 1975 70 258 105 987 16 683 60672 253 600
1980 86 534 120 104 23 655 86 892 317 185
% change
1970-80 +60-9 +36-1 +194-1 +127-00 +68.7
Car ownership (number 1970 214 431 77 12 51
of cars per 1 000 1975 272 496 149 17 63
inhabitants) 1980 332 540 202 23 79
% change
1970-80 +55-1 +25.2 +162-3 +91.6 +54.9
Registrations 1970 6751 8 388 2379 4 582 22100
( 000) 1975 6964 8 262 2738 71745 25709
1980 8 535 8 801 2 886 10 528 30750
% change
1970-80 +26-4 +4-9 +21-3 +129-8 +39-1
Production 1970 9424 6550 3179 3547 22700
( 000) 1975 8328 6717 4 568 5787 25 400
1980 9 545 7 000 7050 7155 30750
% change
1970-80 +1:3 +6:9 +121-7 +101-7 +35-4
Exports 1970 2458 285 726 1307 4776
( 000) 1975 2050 640 1827 1808 6325
1980 1 898 695 3820 2034 8447
% change
1970-80 -22.8 +148.2 +426-2 +55.6 +76-9
Imports 1970 149 2007} 18 2278 4449
( 000) 1975 599 2077 42 3414 6132
1980 1362 2830 47 4203 8442
% change
1970-80 +810-0 +41.0 +161-1 +84.7 +89-8

Source: Marketing Systems.
! Including imports from Canada.
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Annex 2

Value of imports/exports of Japan and the Community

Passenger cars (million USD)
1970 1975 1978 1979 1980
Total imparts of
Community 1246-5 3621-9 5004.8
Japan 541 236-9 412-6 575-0
Total exports of
Community 36680 6628-8 103371 11 839-5
Japan 903-4 4030 10617 11964
Commercial vehicles
1970 1975 1978 1979 1980
Total imports of '
Community 2047 546-6 798.7
Japan 7-0 12.8 240
Total exports of
Community 980-3 3703-7 3438.7 4091-3
Japan 402.5 2039-6 5019-4 4563-6
Spare parts
1970 1975 1978 1979 1980
Total imports of
Community 571-6 1181-8 1594-3
Japan 45-5 89.9 93.7
Total exports of
Community 13898 3806-3 53819 7284.2
Japan 124.6 637-6 1613-0 1737-4
Passenger cars, commercial vehicles and spare parts
1970 1975 1978 1979 1980
Total imports of
Community 2022-8 53503 7397-8
Japan 289.4 515.3 697-7
Total exports of
Community 60381 14138-8 19 157-7 23215.-0
Japan 1430-5 6707-2 17249-4 18 265.0
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Annex 3

Geographical breakdown of Japanese exports of passenger cars

1970 1979 1980
Destination
< 000) w < (%00) % < %00) w
North America 404-5 55.7 1648-4 53.1 1986.7 52:0
of which: United States 339.5 46-8 1587-5 51-2 1850-0 48-4
Community (Nine) 4.6 6-1 630.2 20.3 743-4 19.5
of which: FR of Germany 0-4 0-1 175-9 57 211-0 55
France 1-5 0.2 47-6 1-5 54.8 1-4
Italy 0-4 0-1 16 0-1 0-3 —_
Netherlands 15-2 2-1 94.-1 3-0 117-0 31
Belgium/Luxem-
bourg 17-0 2:3 81-3 2-6 105-6 2.8
United Kingdom 50 0.7 175.7 5.7 201-1 5.3
Ireland — —_ 27-0 09 281 0.7
Denmark 5-1 0-7 27-0 0-9 25.5 0-7
Rest of Western Europe 56-5 7.8 179-6 5-8 217.0 5.7
of which: Greece 3-8 0.5 15.7 0-5 10-7 0.3
Nine + Greece 48-4 67 645-9 20-8 754-1 19.7
Asia 63-9 8-8 3451 111 485-1 12.7
of which: Middle East 7.7 1-1 149.2 4-8 209-9 5.5
Saudi Arabia -3 0-2 100-2 3.2 130-3 3.4
Australia & New Zealand 86-3 11-9 149.5 4.8 165-0 4.3
Africa 39:6 5.4 72-3 2.3 117-5 3-1
Latin America 29.8 4-1 72-4 2.3 1041 2.7
Eastern Europe 0.4 0-1 4.5 0-1 2-0 0-1
World 725-6 100.0 3102-0 100-0 3820-8 100-0

Source: Marketing Systems.
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Annex 4

Estimated US production capacity of newly-designed fuel-efficient cars,

1980-85
(in million units)
1980: Chrysler:

General Motors: Omni/Horizon 300
Chevette 400 K-body 900
X-body 800 Total 1200

Total 1200 Volkswagen: Rabbit 450

Chrysier: Omni/Horizon 300 T 7

Volkswagen: Rabbit 250 1984 otal, 1983 20
Total, 1980 1750 deneral Motors:

1981: Chevette 400

General Motors: X-body 860
Chevette 400 J-body 900
X-body 860 Intermediate/standard 3000
J-body 450 Total 5 160

Total 1710 —

Ford: Escort/Lynx 485 Ford:

— Escort/Lynx 1200

Chrysler: _ Compact/intermediate 1100
Omni/Horizon 300 Standard 1000
K-body 525 Total 3300

Total 825

Volkswagen: Rabbit 250 Chryster:

Omni/Horizon 300
Total, 1981 3270 K-body 900
1982: Total 1200

General Motors: Volkswagen: Rabbit 450
Chevette 400 o llo
X-body 860 Total, 1984 10110
J-body 500 198S:

A-body 400 General Motors:
Total 2160 )C(“;;;;“ by
: / :
Ford: Escort/Lynx 600 J-body 900
Chr;gler:./H ) 300 Intermediate/standard 4 000
mni/Horizon
K-body 200 ] Total 6 160
Total 1 000 Ford: -

Volkswagen: Rabbit 250 Escort/Lynx 1 200
ofkswagen ! — Compact/intermediate 1100
Total, 1982 4010 Standard 1 000

1983: Total 3300

General Motors:

Chrysler:
Chevette 400 Omni/Horizon 300
X-body 860 K-bod 900
J-body 500 y

Intermediate/standard 2 500 v l:;otal . Rabbi ! igg
Total 2260 olkswagen: it 450
Ford: Escort/Lynx, compact/intermediate 1 300 Total, 1985 11110

Nove: All daia based upon estimates made by US Department of Transportation and public information available through trade magazines.
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Annex 5

Foreign sourcing — Recently announced commitments by US automobille
manufacturers to purchase foreign-made components for use in domestic
vehicles production

Automobile

Description of

Intended

Manufacturing

Approximate

manufacturer component use source egum':ob::::s Period
GM 2.81it V-6 Cars GM Mexico <400 000/year 1982-
2-0litL-4 Mini trucks Isuzu (Japan) 100 000/year 1981-
with transmis-
sion
1.8 lit diesel L-4 | Chevette Isuzu (Japan) small numbers 1982-
i-8litL-4 J-car GM Brazil 250 000/year 1979-
THM 180 Chevette GM Strasbourg | ~ 250 000/year 1979-
automatic (France)
transmission
Ford 2:21itL4 Cars Ford Mexico <400 000/ year 1983-
Diesel L-4 Cars Toyo Kogyo 150 000/ year 1983-
2.0litL-4 Mini trucks Toyo Kogyo < 100 000/year 1982-
2.310it L-4 Cars Ford Brazil ~ 50 000/year 1979-
Diesel 6 cyl. Cars BMW/Steyr 100 000/ year 1983-
Turbo-diesel/ Cars BMW/Steyr — 1985-
4 cyl.
Manual trans- Front disc cars | Toyo Kogyo 100 000/year 1980-
axles
Aluminumcyl- | 1-6litL-4 Europe, Mexico | — 1980-
inder heads
Electronic Cars Toshiba 100 000 + /year 1978-
engine
control devices
Ball joints Cars Musashi 1 000 000/year 1980-84
Seimibu
Chrysler L-6and V-8 Cars Chrysler < 100 000/ year early 1970°
engines Mexico
2-21itL-4 K-body Chrysler <270 000/year 1981
Mexico
2.6litL-4 K-body Mitsubishi 1 million 1981-85
1:7litL-4 L-body (Omni) | Volkswagen 1-2 million 1978-82
1.6litL-4 L-body Talbot 400 000 total 1982-84
(Peugeot)
2.01it Diesel K-body Peugeot 100 000/year 1982-
V-6
1-4litL-4 A-body Mitsubishi 300 000/year 1984-
(Omni replace-
ment)
Aluminumcyl- | 2-2litL-4 Fiat
inder heads
AMC Car components | AMC-Renault Renault in 300 000/year 1982-
and power train France
and Mexico
VW of America Radiators, Rabbit VW Mexico 250 000/year 1979-
stampings
L-4 diesel and Cars VW Mexico 300 000 + /year 1982-

Sowurces: Automotive News, Ward's Engine Update, Ward's Automotive Report, American Metal Market, Detroit Free Press, and Japan Economic

Journal.
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Annex 6

Estimated hourly compensation of production workers in the motor
vehicle and equipment industries, 1975-80

16=
Germany (FR)
uUs
14 =
12 =
Canada
France
10— Italy
UsD
UK
8 .
Japan
6 =
Mexico
-4
2 o //
e S. KoOTER

0=t T T T T T
1975 1976 1977 1978 1979 1980

Source: Bureau of Labor Statistics, Office of Productivity and Technology, November 1980.

Note: Major bile-producing corporations pay higher wages and hence show higher corporate average labor costs than the above, which includes
many small firms.
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Annex 7

Employment in the European motor vehicle industry, 1974-79

{ 000)
1974 1975 1976 1977 1978 1979
Germany (FR) 634-1 591-5 589.7 619-5 646-9 672-8
France 414.8 446.7 463.7 486-1 487 489.3
United Kingdom 497.8 478.3 4441 474.1 486.7 471-6
Italy 253.7 242.5 240-4 230-6 228.3
Belgium 50.7 46-4 50.5 52.5 54-6 56
Luxembourg 0.6 0.7 0-8 0-8 0-8
Ireland 7-6 7-2 7-0 7-0 6-2 6-1
Denmark 4.8 4.0 3.9 4.3 4.4
Netherlands 22.-8 21-8 21.4 22-4 22.7 241
Community 1886-9 1839-1 18215 1897.3 19362 1953-4

Source: Eurostat — Workers in industry, NACE 35.
Figures include both assembly and spare parts manufacture.
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Annex 8

Geographical breakdown of Community exports of passenger cars

1970 1979 1980
Destination
Western Europe 659-0 26-8 8031 38.4 7334 38-6
of which: Greece 21.4 0.9 45.0 2:2 37.2 2.0
Eastern Europe 80.9 3.3 80-1 3.8 63.4 33
North America 993.9 40-4 534.3 255 501.0 26-4
of which: United States 867.5 35-3 428.9 20-5 441.6 23.2
Latin America 162.5 66 131-4 6:3 108.5 5.7
Asia 154.6 6-3 2177 10-4 226-8 11-9
of which: Middle East 69-2 2.8 82.2 3.9 139.0 7-3
Japan 12.2 0-5 39.1 1-9 31.5 1.7
Africa 258.9 10-5 253-5 12-1 221.0 11.6
Oceania 123.3 5.0 57-2 2.7 29.7 1.6
Other 24.8 1.0 14.8 0.7 15-0 0.8
World Total | 2457.9 100-0 2092-1 100.0 1898.8 100-0
Intra-Community exports 2272:6 — 2999-5 - 26928 —

S. 2/81
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Annex 9

Japanese penetration of the Community market

% of motor vehicle market

[ lOﬂ 1971 I 1972 _]71973 [ 1974 l 1975 l

1976 [ 1977 [ I978J I979J 1980

UK
B/L
NL
DK
IRL
GR

Total: EEC

0-1
0-2
0-02
0-4
5.0
3.2
0-4
0

14.6

0-6

0-1
0.2
0-1
1.0
7.0
67
4.3
0
13.5

1-0

0-4
0-4
0-1
2.9

10-0
9.5
9.6
0-9

13-3

2.0

-1 1.3

07 0.8
0-1 0.04
5.5 6.7
12.0 13.0
114 11-6
66 10.7
53 4.9
87 8.9
3.0 3.4

1.7
1-5
0-1
9:0
16-5
15-6
16-1
116
10-8

4.8

19
2.7
0.2
9-4
18-0
16.8
19-0
12.7
15-1

5-4

2.4
2-6
0-1
10-6
19-3
19-8
17-4
19-7
19-1

7-0

3.7
1-8
0-1
10-9
17-8
18-8
18-0
239
13-8

6-3

5.6

2.2

0-1
10-8
17.7
19-5
14.4
26-7
34.2!

69

10-3
3.1
0-1
11-9
246
26-2
295
30-5
42!

8.9

Source: Marketing Systems,

! Estimate: Py

cars and
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Annex 10

Development of world car exports

Exports from
Destination Year Community Japan USA Others Tol
000
1970 —_ — 4-6 30-1 6-4 4.3 96-9 655 147-9
Community 1975 — — 367-1 69.0 | 13-0 2:1 231.9 379 612.0
1980 — —_ 743-4 54.6 | 40-5 3.0 | 577.0 42.4 |1360-9
Western Europe 1970 | 647-5 90-6 56-1 7-9 4.9 0-7 5.7 0-8 714-5
outside 1975 | 687-1 80-0 118.:2  13.7 6.8 0-8 47.3 5.5 859-4
Community 1980 (7291 71-9 210-6 20-8 | 13-5 I3 60-9 6:0 {1014.6
Africa 1970 104-3 85.8 16-5 13.6 0-1 0-1 0-6 0-5 121-5
including Nigeria 1975 94-4 777 156 12.8 0.2 0-2 3.5 31 114-0
and South Africa 1980 82. 48.2 71-3  41.7 2-5 1.5 14-8 8-7 170.9
1970 74-6 77.2 8-8 9.1 4.5 4.7 8-7 9.0 96-6
Middle East 1975 194.3 62.3 597 19-2 | 38.5 12-4 19-0 6-1 3.
1980 141-8  31.4 215-1 47-6 | 50-9 1.3 43.8 9.7 451-5
Far East 1970 70-7 58-4 41.5 34.3 5.7 4.7 3-1 2.6 121-0
excluding South
Korea 1975 60-3 37-0 70-9 43.9 ; 15-1 9.3 15-2 9-4 161-5
and Taiwan 1980 590 19.5 212.5 70-2 | 14.0 4.6 17.2 57 302-6
Oceania 1970 119.9 57.4 67-7 32.4 1:0 0-5 20-3 9.7 208-9
Australia and 1975 80.1 28.2 1851 66-3 0-1 — 13-6 5.5 278.9
New Zealand 1980 25.6 12-4 155.2 75-0 0-4 0.2 25.7 12.4 206-9
North America 1970 993.9 67-8 404.5 27-6 —_ — 675 4.6 |1466-9
USA and Canada 1975 | 627-9 41.9 801.8 53.5 —_ — 68.9 4.6 |1497.8
1980 (5010 21-4 11986.-7 75.8 —_ — 73.4 2.8 [2561-1
South America 1970 39.-8 649 10-3 168 50 8:2 6-2 613
excluding Brazil, 1975 26-6 42-8 24.2 389 4.3 6-9 7-1 11-4 62-2
Argentina, 1980 40.5 30.4 60-7 43.6 | 129 9.7 19.0 14.3 133.2
Mexico, Venezuela

Source: Marketing Systems.
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Annex 11

Trend of research and development expenditure expressed as percen-
tage of gross domestic product

3-0

%

United Kingdom
"
[t
United States
Germany (FR)
20 y /
J France
’O

o’

L A
1.0

T Italy

Ireland

h n«“‘“ bt

1964 1965 1967 1969 1971 1973 1975 1977

Source: Commission of the European Communities, analysis of the research and development potentials of the Member States of the European Com-
munities.
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Annex 12 a

Annual car use tax burden

(Petrol taxes, vehicles taxes + 10 % of purchase taxes for eight European cars running 15 000 km a year)

In real terms (ratio of taxes to average wages, not including social contributions)
%
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Annex 12b

Summary of taxes and prices of premium petrol, diesel fuel and LPG
(end-February 1980)

(EUA/1001(A, B. C. D)% (E. F)

B DK D F | L NL IRL UKk

. Excise

Premium petrol 20-99 | 23.56 17-72 | 2505 | 29-91 17-26 19-13 | 20-77 12-54

Diesel fuel 6-94 3.88 16-80 [ 13-13 2-16 4.96 6-76 12.78 14.23

LPG 6-82 3.88 12-89 7-14 17-51 2.23 0 9-83 6-26

VAT

Premium petrol 7-51 9.58 5.32 8.78 6-04 -04 -89 4.52 5-76

Diesel fuel 4.98 5-44 5-32 5.68 2.67 1.24 5-15 3.69 5-59

LPG 4-74 4-53 3-83 5-09 4.65 1-12 3-14 2-88 3-73
. Total tax

Premium petrol 28-50 | 33-14 | 23.04 | 33-83 | 35.95 19-34 | 27.02 | 25.29 18-30

Diesel fuel 11-92 9.32 22-12 18-81 4.83 6-20 11-91 16-47 19.82

LPG 11-56 8-41 16-72 12.23 2216 3-35 3-14 12.71 9-99
. Selling price

Premium petrol 54.57 | 56-96 | 46-33 | 58-00 | 56-50 | 43-41 51-52 | 49-80 | 43-71

Diesel fuel 36-18 | 32-49 | 46-33 | 38-20 | 25-01 | 25-79 | 33-62 | 40-66 | 43.-04

LPG 34.37 | 27-05 | 33-44 | 34.07 | 38-12 | 23.28 | 20-38 | 31-78 | 28.80
. Selling price

(relative)

Premium petrol 100 100 100 100 100 100 100 100 100

Diesel fuel 66 57 100 66 4 59 65 82 98

LPG 63 44 72 59 67 54 40 64 66

Excise(relative)

Premium petrol 100 100 100 100 100 100 100 100 100

Diesel fuel 33 16 95 52 7 29 35 62 113

LPG 32 16 73 29 59 13 0 47 50
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«  Annex 13
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=
Motor vehicles directives
No Reference cf;"'“"l‘;'é n Title a‘:;:izg No :}'&P’” D'(';' of
1. 70/156! Council Type-appraval of motor vehicles and their trailers 6.2.1970 L 42/1 23.2.1970
Council Resolution regarding EEC whole vehicle type-approval for
passenger cars 29.6.1977 C177/1 26.7.1977
2 70/1571 Council Permissible sound level and exhaust system of motor vehicles 6.2.1970 L42/16 23.2. 1970
3. 70/2201 Council Measures to be taken against air pollution by gases from
positive-ignition engines of motor vehicles 20.3. 1970 L76/1 6.4.1970
— Corrigendum L81/15 11.4.1970
4. 70/221! Council Liquid fuel tanks and rear protective devices for motor vehicles
and their trailers 20.3. 1970 L76/23 6.4.1970
— Corrigendum (FR, EN, IT, NL, DA) L 65/42 15.3.1979
S. 70/222! Council Space for mounting and fixing of rear registration plates on
motor vehicles and their trailers 20.3. 1970 L 76/25 6.4.1970
6. 70/3111 Council Steering equipment for motor vehicles and their trailers 8.6.1970 L 133/10 18.6. 1970
— Corrigendum L196/14 3.9.1970
1. 70/387" Council Doors of motor vehicles and their trailers 27.7.1970 L176/5 10. 8. 1970
8. | 70/388! Council Audible warning devices for motor vehicles 27.7.1970 L176/12 10. 8. 1970
— Corrigendum L176/72 21.6.1974
9. | 71/127 Council Rear-view mirrors of motor vehicles 1.3.1971 L68/1 22.3.1971
10. | 71/320! Council Braking devices of certain categories of motor vehicles and of
their trailers 26.7. 1971 L202/37 6.9.1971
11, | 727245 Council Suppression of radio interference produced by spark-ignition
engines fitted to motor vehicles 20.6.1972 L 152/15 6.7.1972

9' ! Treaty of Accession (Denmark, [reland, United Kingdom), adopted on 22. 1. 1972, OJ L. 73, 23.3.1972.
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12. | 72/306 Council Measures to be taken against the emission of pollutants from

diesel engines for use in vehicles 2.8.1972 L 190/1 20. 8. 1972

— Corrigendum (FR, EN, IT, NL, DA) L 215720 6.8.1974

— Corrigendum (FR, EN) L297/27 23.11.19717
13. | 73/350 Commission Adaptation to technical progress of the Council Directive

70/157/EEC of 6. 2. 1970 relating to the permissible sound level

and the exhaust system of motor vehicles 7.11.1973 | L321/33 22.11.1973
14. | 74/60 Council Interior fittings of motor vehicles (interior parts of the passenger

compartment other than the interior rear-view mirrors, layout of

the controls, the roof or sliding roof, the backrest and rear part of

the seats) 17.12.1973 | L38/2 11.2. 1974

— Corrigendum (FR, EN, NL, IT, DA) L 215720 6.8.1974
15. | 74/61 Council Devices to prevent the unauthorized use of motor vehicles 17.12.1973 | L38/22 11.2.1974

— Corrigendum (FR, EN, NL, IT, DA) L 215/20 6.8.1974
16. | 74/132 Commission Adaptation to technical progress of the Council Directive

71/320/EEC of 26. 7. 1971 relating to the braking devices of

certain categories of motor vehicles and of their trailers 11.2.1974 L74/7 19.3. 1974
17. | 74/290 Council Adapting to technical progress Council Directive 70/220/EEC

of 20. 3. 1970 relating to measures to be taken against air

pollution by gases from positive-ignition engines of motor

vehicles 28.5.1974 L 159/61 15.6. 1974
18. | 747297 Council Interior fittings of motor vehicles (the behaviour of the steering

mechanism in the event of an impact) 4.6.1974 L 165/16 20.6.1974
19. | 747408 Council Interior fittings of motor vehicles (strength of seats and of their

anchorages) 22.7.1974 L2211 12.8.1974
20. | 74/483 Council External projections of motor vehicles 17.9.1974 L 266/4 2.10.1974
21. | 75/443 Council Reverse and speedometer equipment of motor vehicles 26.6.1975 L 196/1 26.7.1975

— Corrigendum L 296/19 15.11.1975




18/T°S

No Reference Commision Title .'3:::;2 Moo "o
22. | 75/524 Commission 2nd Adaptation to technical progress of the Council Directive

71/320/EEC of 26. 7. 1971 relating to the braking devices of

certain categories of motor vehicles and of their trailers 25.7.1975 L236/3 8.9.1975
23. | 76/114 Council Statutory plates and inscriptions for motor vehicles and their

trailers, and their location and method of attachment 18.12.1975 | L24/1 30.1. 1976
24. | 76/115 Council Anchorages for motor vehicles safety belts 18.12.1975 | L24/6 30. 1. 1976
25. | 76/756 Council Installation of lighting and light-signalling devices on motor

vehicles and their trailers 27.7.1976 L262/1 27.9.1976
26. | 76/757 Council Reflex reflectors for motor vehicles and their trailers 27.7.1976 L 262/32 27.9.1976
27. | 76/758 Council End-outline marker lamps, front position (side) lamps, rear

position (side) lamps and stop lamps for motor vehicles and their

trailers 27.7.1976 L 262/54 27.9.1976
28. | 76/759 Council Direction indicator lamps for motor vehicles and their trailers 27.7.1976 L 262/71 27.9. 1976
29. | 76/760 Council Rear registration plate lamps for motor vehicles and their trailers | 27. 7. 1976 L 262/85 27.9. 1976
30. | 76/761 Council Motor vehicle headlamps which function as main-beam and/or

dipped-beam headlamps and incandescent electric filament

lamps for such headlamps 27.7.1976 L 262/96 27.9. 1976
31. | 76/762 Council Front fog lamps for motor vehicles and filament lamps for such

lamps 27.7.1976 L 262/122 27.9.1976
32. | 7177102 Commission Adaptation to technical progress of the Council Directive

70/220/EEC of 20. 3. 1970 relating to measures to be taken

against air pollution by gases from positive-ignition engines of

motor vehicles 30.11.1976 | L32/32 3.2.1977
33. | 7177212 Council Amendment to Directive 70/157/EEC of 6. 2. 1970 on the

permissible sound level and exhaust system of motor vehicles 8.3.1977 L 66/33 12.3.1977
34. | 77/389 Council Motor vehicle towing-devices 17.5.1977 L145/41 13.6. 1977
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35. | 77/538 Council Rear fog lamps for motor vehicles and their trailers 28.6.1977 L 220/60 29.8.1977

— Corrigendum (FR, DE, EN, NL, IT, DA) L284/11 10.10.1978
36. | 77/539 Council Reversing lamps for motor vehicles and their trailers 28.6.1977 L 220/72 29.8.1977

— Corrigendum (FR, DE, EN, NL, IT, DA) L 284/11 10. 10. 1978
37. | 77/540 Council Parking lamps for motor vehicles 28.6.1977 L 220/83 29.8.1977

— Corrigendum (FR, DE, EN, NL, IT, DA) L 284/12 10. 10. 1978
38. | 77/541 Council Safety belts and restraint systems of motor vehicles 28.6.1977 1.220/95 29.8.1977
39. | 777649 Council Field of vision of motor vehicle drivers 27.9.1977 L 267/1 19.10. 1977

— Corrigendum (FR, DE, EN, IT, NL, DA) L 150/6 6.6.1978

— Corrigendum (FR, DE, DA, IT, NL) L 284/11 10. 10. 1978
40. | 78/315 Council Amendment to Directive 70/156/EEC of 6. 2. 1970 on

type-approval of motor vehicles and their trailers 201.12.1977 | L81/1 28.3.1978
41. | 787316 Council Interior fittings of motor vehicles (identification of controls,

tell-tales and indicators) 21.12. 19717 L81/3 28.3.1978
42. | 718/317 Council Defrosting and demisting systems of glazed surfaces of motor

vehicles 21.12.1977 | L81/27 28.3.1978
43. | 787318 Council Windscreen-wiper and windscreen washer systems of motor

vehicles 21.12.1977 | L81/49 28.3.1978
44. | 78/507 Commission Adaptation to technical progress of the Council Directive

76/114/EEC of 18. 12. 1975 relating to statutory plates and

inscriptions for motor vehicles and their trailers, and their

location and method of attachment 19.5.1978 L 155/31 13.6.1978
45. | 78/547 Council Amendment to Directive 70/156/EEC of 6. 2. 1970 on

type-approval of motor vehicles and their trailers 12.6. 1978 L 168/39 26.6.1978
46. | 78/548 Council Heating systems for the passenger compartment of motor

vehicles 12.6.1978 L 168/40 26.6. 1978
47. | 78/549 Council Wheel guards of motor vehicles 12.6.1978 L 168745 26.6. 1978
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Reference

Council/
Commission

Title

Date of
adoption

No and page
of O)

Date of
[o]]

49.

50.
51

52.

53.

S55.

78/632

78/665

78/932
79/488

79/489

79/490

79/1795

80/233

80/780

Commission

Commission

Council

Commission

Commission

Commission

Commission

Commission

Council

Adaptation to technical progress of the Council Directive
74/60/EEC of 17. 12. 1973 relating to interior fittings of motor
vehicles (interior parts of the passenger compartment other than
the interior rear-view mirrors, layout of the controls, the roof or
sliding roof, the backrest and rear part of the seats)

Adaptation to technical progress of the Council Directive
70/220/EEC of 20. 3. 1970 relating to measures to be taken
against air pollution by gases from positive-ignition engines of
motor vehicles

Head restraints of seats of motor vehicles

Adaptation to technical progress of the Council Directive
74/483/EEC of 17. 9. 1974 relating to external projections of
motor vehicles

3rd adaptation to technical progress of the Council Directive
71/320/EEC of 26. 7. 1971 relating to the braking devices of
certain categories of motor vehicles and their trailers

— Corrigendum

Adaptation to technical progress of the Council Directive
70/221/EEC of 20. 3. 1970 relating to the liquid fuel tanks and
rear underrun protection of motor vehicles and their trailers

Adaptation to technical progress of the Council Directive
71/7127/EEC of 1. 3. 1971 relating to the rear-view mirrors of
motor vehicles

Adaptation to technical progress of the Council Directive
76/1756/EEC of 27.7. 1976 relating to the installation of the
lighting and light-signalling devices on motor vehicles and their
trailers

— Corrigendum (FR, DE, EN, IT, NL, DA)

Rear-view mirvors for two-wheeled motor vehicles with or
without a side-car and to their fitting on such vehicles

19.5. 1978

14.7. 1978
16. 10. 1978

18.4.1979

18.4.1979

18.4.1979

20.7.1979

21.11. 1979

22.7.1980

L 206/26

L 223/48
L325/1

L 128/1

L 128/12
L 146/35

L 128/22

L239/1

L51/8
L111/22

L 229/49

29.7.

14. 8.

1978

1978

20.11.1978

26.5.

1979

. 1979
. 1979

. 1979

. 1979

. 1980
. 1980

. 1980
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Annex 13 (continued)

No Reference (‘E::r:liii\li;n Title ng:lp:i(;‘;l No :;u(:l)?age Daécj of
57. | 80/1268 Council Fuel consumption of motor vehicles 16.12.1980 | L375/36 31.12. 1980
58. | 80/1269 Council Engine power of motor vehicles 16.12.1980 | L375/46 31.12.1980
59. | 80/1267 Council Amendment to Directive 70/156/EEC relating to the type-

approval of motor vehicles and their trailers 16.12.1980 | L375/34 31.12. 1980




Annex 14

European Soclal Fund — Beneficlaries in the automobile and components

sector
Region 1;':0"":,::‘ Groups of firms
Beneficiaries EUA/ECU Beneficiaries EUA/ECU Beneficiaries EUA/ECU

1978 —_— —_ —_ — —_ —_
1979 —_ —_ — — —_ -
1980 5000 6 203 000 1 000 1 200 000 —_ -—
19811 2 000 1 482 000 240 149 000 1 000 1 900 000
! The figures for 1981 are i plete as the C has not yet decided grants of the second instalment for 1981.

S.2/81

13



European Communities — Commission

The Europesn sutomoblie industry: Commission statement

Supplement 2/81 — Bull. EC

Luxembourg: Office for Official Publications of the European Communities
1981 — 73 pp. — 17-6 x 25-0cm

DA, DE,GR,EN, FR, IT, NL

ISBN 92-825-2685-X

Catslogue number: CB-NF-81-002-EN-C

Price (excluding VAT) in Luxembourg
ECU4 BFR160 IRL280 UKL248 USDS5.60
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